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Overview

The idea of a nuclear-free Korean peninsula increasingly resembles the prover-
bial pot of gold at the end of a rainbow: a long-desired reward at a describable
location, but not something that most actually believe is obtainable. Those few
who pursue it, despite often having an end in sight, never seem to get any clos-
er to their destination. After a promising joint statement in September 2005 at
the fourth round of the six-party talks laid out the basic framework for a nego-
tiated settlement, the countries immediately argued about the meaning of key
provisions, and more than ten months have passed without substantive follow-
up negotiations.! Moreover, North Korea (the Democratic People’s Republic
of Korea, or DPRK) ratcheted up tensions further by launching seven missiles
of various ranges into the Sea of Japan/East Sea on July 5, 2006 (including a
three-stage rocket), despite appeals for restraint by the other five parties, the
United Nations (UN), and others. This was soon followed by a breakdown
in bilateral talks between North and South Korea (the Republic of Korea, or
ROK), putting a stop to North-South family reunions and a cessation of ROK
aid to the DPRK for the time being. To some, the September joint statement
now seems like little more than a collective agreement that a pot of gold at
the end of a rainbow would be a wonderful thing.

But the situation in Northeast Asia is obviously more serious and com-
plex than the above paragraph suggests, and it prompted the Institute for
Foreign Policy Analysis (IFPA) to undertake a multi-year project to strength-
en regional capacity to manage the DPRK nuclear challenge. As a part of

this project, government officials and for- 1 The Joint Statement of the Fourth Round of the Six-Party Talks (see

eign policy experts from the United States,  appendix C) called for the denuclearization of the Korean peninsu-
China, Russia, Japan, South Korea, and la and announced that North Korea and the United States intended
“to respect each other’s sovereignty, exist peacefully together, and
take steps to normalize their relations.”
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An anonymous questionnaire was presented to
participants at the workshop. The questions, along
with the tabulated results and submitted comments,
are presented throughout this report.

Does the imposition of financial sanctions by
the United States on North Korea promote or
hinder the resolution of the North Korean
nuclear problem?

I Other —6%

Hinders a resolution, since it promotes North
Korean distrust of U.S. intentions and inhibits
dialogue. —52%

Promotes a resolution, since it places greater
pressure on North Korea to compromise. —42%

No significant impact on the process of
resolution. A side issue. —0%

Participant Comments

Pressure is needed, but we also need incentives. The United
States needs to coordinate more with South Korea and
China.

Financial sanctions have not been imposed. A regime
shaken by a proposed action against a far away and small
private bank is indeed unique.

Australia gathered for a one-day workshop in
Honolulu, Hawaii, in February 2006 to discuss the
six-party talks and to explore options for building
regional capacity to implement a denuclearization
agreement with North Korea, if and when one is
concluded. Since the February workshop, IFPA
has continued to research ways in which greater
stability and predictability can be introduced to
the denuclearization dialogue, particularly in the
aftermath of the DPRK missile tests. The debates
and arguments presented at the multilateral work-
shop explain much about why circumstances have
unfolded the way they have and what opportunities
there are to move forward productively. This report
describes the workshop results, provides an up-to-

2 The finding against BDA is not technically a “sanction,” though
it has acted as one. Rather, it is a “regulatory action against a
bank facilitating a range of North Korean illicit activities” (Levey
2006).

date analysis of how these views relate to current
events in Northeast Asia, and offers some general
conclusions on what all of this means for the future
of the six-party talks and regional diplomacy.

“Multi-party capacity building” for Korean denu-
clearization refers to coordinating and developing
the specific organizational capabilities that will
likely be necessary to carry out effectively any six-
party agreement (or, perhaps, even to help manage
regional tensions in the absence of an agreement).
Although these back-end implementation-orient-
ed issues were the main focus of the February
workshop, a considerable amount of time was also
devoted to a front-end assessment of the current
state of the multilateral talks, underscoring the
fact that however much we may want the six-party
process to evolve into a more functional regional
network, the participants will often be stymied,
both diplomatically and conceptually, in discuss-
ing concretely how to build capacity without greater
clarity on the near-term fate of the nuclear negotia-
tions. Still, despite lingering disappointment over a
lack of progress after the September joint statement,
workshop participants nevertheless continued to
emphasize the value of Track 2 dialogue as a tool
to keep lines of communication open between and
among the negotiators in the absence of an official
forum (even if it might only involve the five parties
other than North Korea for a period of time, as has
recently been discussed).

The backdrop to the Hawaii workshop featured,
most prominently, rising tensions between Wash-
ington and Pyongyang over a decision in Septem-
ber 2005 by the U.S. Department of the Treasury to
label Banco Delta Asia SARL (BDA), a Macau-based
bank suspected of assisting North Korea with illic-
it financial activities, a “primary money laundering
concern” under Section 311 of the USA Patriot Act.?
North Korean officials did attend the fifth round of
six-party talks in November—several weeks after
the U.S. action against BDA was first announced—
but they reportedly focused almost exclusively on
this issue during the meeting, and Pyongyang later
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announced its refusal to return to the talks unless
Washington rescinded its finding (Kerr 2006). The
frozen DPRK assets that resulted from Treasury’s
finding came up again in the furor over North Korea’s
missile tests, as a senior DPRK diplomat suggested
that North Korea could return to multilateral talks
if the estimated $24 million in frozen North Korean
assets at BDA were released (Demick 2006).

In addition, the Hawaii workshop convened
just one month after Kim Jong-il’s much-discussed
“southern tour” of China, which raised new ques-
tions about the motivations for, and objectives of,
Pyongyang’s economic reform movement. This
topic sparked some of the most interesting discus-
sion during the meeting in light of an increasingly
robust trade relationship between North Korea and
China, continuing emphasis on economic engage-
ment with the North in South Korea, and what
appear to be notable, if modest, improvements in

the DPRK’s domestic production capabilities.

The workshop, Building Multi-Party Capacity for
a WMD-Free Korean Peninsula, was organized by
IFPA, with the assistance of the Graduate School
of International Studies (GSIS) at Yonsei University
in Seoul and the Shanghai Institute of Interna-
tional Studies (SIIS). IFPA would like to thank the
Carnegie Corporation of New York for its generous
financial support that made this workshop, and the
broader project of which it is a part, possible. Finally,
IFPA is grateful to the workshop participants who
gave their valuable time and considerable exper-
tise to this initiative.3

The workshop included three plenary sessions
focused on (1) economic engagement priorities
and practices, (2) denuclearization and verifica-
tion regime principles, and (3) security assurances
and related architecture. These sessions were fol-
lowed by smaller breakout group discussions on
each of these key negotiating areas (see appendix
A for a detailed workshop agenda and appendix B
for a list of workshop participants). Participants
recognized the difficult challenge of DPRK denucle-
arization, given not only the historical dimensions
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of the Northeast Asian security environment, but
also the fact that so many past “achievements,” such
as the 1992 Joint Declaration on the Denuclear-
ization of the Korean Peninsula, the 1994 Agreed
Framework, and the 2002 Pyongyang Declaration,
have essentially been scuttled.

While the long history of North Korea’s nucle-
ar weapons program suggests that the ruling Kim
Jong-il regime is unlikely to accept complete and
permanent denuclearization without first obtain-
ing a binding and irreversible security assurance
from Washington (embodied in diplomatic nor-
malization), some analysts continue to assert that
Pyongyang will commit sincerely to denuclear-
ization if, for example, the United States drops its
opposition to direct and open bilateral negotiations
and/or sweetens the offer of economic incentives
for North Korea. Still others reject the notion that
Pyongyang will ever abandon its nuclear weapons
program, arguing instead that the six-party talks
have simply allowed the program to continue while
North Korea indicates a false willingness to negoti-
ate. For example, Michael Green, the former senior
director for Asia policy at the U.S. National Secu-
rity Council, has stated that North Korea is likely
to “give the appearance of agreement to the six-
party process in the hopes of keeping the pressure
off them, slowing down the process, and avoiding
a choice they don’t want to make—giving up their
nuclear weapons” (Kessler 2006).

These differing perspectives have been exac-
erbated by near-term challenges to the six-party
process, highlighted by the DPRK’s July 5 missile
tests. The subsequent debate within the UN Secu-
rity Council revealed important differences in
approach between the United States and Japan on
the one hand, and China and Russia on the other,
but after ten days of negotiation, the Security Coun-
cil unanimously adopted a rather stern rebuke of
North Korea. Resolution 1695“demands” a suspen-

3 The conclusions of this report do not necessarily represent the
opinions of all workshop participants or their organizations. It is
not a consensus document, nor has it been reviewed by the par-
ticipants prior to publication. For a discussion of the results of
the first phase of the project, see Schoff, Perry, and Davis (2005).
More about the project can also be found at http://www.ifpa.org/
projects/carnrok.htm.




sion of “all activities related to its ballistic missile
program” and “requires” all member states to pre-
vent missile-related goods, technology, and money
from being transferred to the DPRK, as well as
to prevent the procurement of missiles or missile-
related items from the DPRK (UN Security Council
2006). Although the Security Council did not adopt
these sanctions under Chapter 7 of the UN charter,
as Japan and the United States had initially wanted,
it was a substantive response and a rare moment of
solidarity vis-a-vis North Korea. The DPRK, for its
part, “totally rejected” the resolution, saying that it
would continue with its launch exercises and would
“take strong actions” if any country tried to apply
pressure on the North under the resolution.
Meanwhile, the obscure administrative action
by the Treasury Department against BDA has argu-
ably had a significant impact on North Korea’s
financial operations, such as they are. Treasury
officials, for example, believe that the BDA find-
ing led “a number of jurisdictions and institutions
[to take] proactive steps...[and] that some two
dozen financial institutions across the globe have
cut back or terminated their financial dealings with
North Korea, constricting the flow of dirty cash
into Kim Jong-il’s regime” (Levey 2006). There are
even fears in Seoul that North Korea itself could be
designated a primary money-laundering concern,
which could paralyze a broader range of Pyong-
yang’s transactions with the international financial
system and spoil the enrichment of North-South
economic links, including the joint ROK-DPRK
Gaesong industrial complex (Chosun Ilbo 2006).
Amidst these fears and dire forecasts, however, a
British investment fund is in the process of rais-
ing $50 million to funnel investment into North

4 The plutonium estimate comes from Albright and Brannan
(2006).

5 Albright and Brannan (2006) estimate between four and thir-
teen nuclear weapons.

6 Second-tier, or asymmetric, proliferation occurs when “states in
the developing world with varying technical capabilities trade
among themselves to bolster one another’s nuclear and strate-
gic weapons efforts” (Braun and Chyba 2004). Israel’s military
intelligence chief has recently indicated that Iran received an
installment of North Korean-made surface-to-surface missiles
with a range of 1,550 miles (Heller 2006).

Korea’s minerals, financial, and energy sectors
(Fifield 2006). Other private sector deals are on
the drawing board, and the China-ROK-DPRK trade
numbers continue to grow. So what are the pros-
pects for North Korea’s economy: doom and despair,
muddling through, or reform and renewal?

As the diplomatic and economic story lines
unfold, North Korea continues to produce plutoni-
um (now up to an estimated forty-three to sixty-one
kilograms’ worth), and it may also harbor a covert
uranium enrichment program.4 In August 2003,
the U.S. Central Intelligence Agency stated that
North Korea had probably built one or two sim-
ple nuclear weapons, and more recent estimates
suggest that North Korea has produced enough plu-
tonium for between six and ten warheads (Niksch
2006).> No nuclear weapon tests have yet been con-
ducted in North Korea, as far as anyone knows, so
it is not clear if the DPRK has a functioning nucle-
ar deterrent, as it claims. Most defense planners
work on the assumption that it does, however, and
the implication of North Korea’s building addition-
al nukes is that it can more easily part with one
weapon, either for purposes of testing or to sell to a
wealthy overseas buyer. Concern over Pyongyang’s
nuclear programs is exacerbated by fears that North
Korea could engage in a “second-tier proliferation”
relationship with Iran in the areas of long-range
missile technology and nuclear weapons, if it is
not already doing so.°

Under these conditions, it is unclear whether or
not the six-party process can be sustained, let alone
lead to a mutually acceptable diplomatic solution
to the DPRK nuclear challenge. It seemed clear to
many workshop participants that we could be near
a tipping point in the crisis, where the key players
may conclude that a negotiated deal is impossible
for the foreseeable future, and that some different
approach is necessary to manage the problem in
the interim. Alternatively, the parties might decide
to return to the negotiating table in a compromis-
ing mood and build upon the September 2005 joint
statement. For either scenario, it will be useful to
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How long will the current Six-Party process
remain viable in the absence of progress
toward implementing the September 2005 Joint
Statement? In other words, how long can the
key parties continue to “not tolerate” North
Korean nuclear development without a drastic
change of approach (e.g. move toward more
pressure, containment, and/or sanctions)?

1
[ ]
1

> 10 years
—6.3%

5-10years
—0%

3-5years
—25.0%

1-2 years
—62.5%

<1 year
—6.3%

Participant Comments
More pressure would not necessarily end the talks process.
Pressure plus talks is most likely course.

Remarkable patience is likely, mostly because of a lack of
good alternatives.

The United States is more focused on Iran now. How the
United States solves the Iran nuclear issue will give some
hint to North Korea.

continue discussions on regional capacity building
in some form. If the talks collapse (or remain dor-
mant), then continued discussion among the par-
ticipants (with or without North Korea) is needed
to help manage a potentially destabilizing situation
caused by North Korea’s growing nuclear stockpile
and active missile program. However, if the talks
do resume and yield positive results, then discus-
sions on implementing the key components of a
deal will be necessary to foster a positive environ-
ment for what is sure to be a fragile agreement.
Either way, the effort to build regional capacity to
address these issues—which has been the focus of
this IFPA project for the past four years—is tran-

If North Korea were to agree to a verifiable
freeze on its nuclear programs for some
undetermined period of time while talks
continued (perhaps in exchange for the
provision of fuel oil and, later, electricity from
South Korea), would that change your answer
to the previous question (to the left)?

Yes —50%

No —50%

Participant Comments

Freeze is likely all anyone will get. My bet is they say they
never made a weapon so there is nothing to inspect, change,
except for nuclear reactors and centrifuges.

Patience will eventually run out, even if DPRK freezes its
program.

sitioning from being just an interesting idea into a
pressing and critical challenge.

The rest of this report describes how the con-
cept of six-party or multi-party capacity building is
developing, based on the workshop and subsequent
research. It seems clear that the six-party countries
and other interested nations and agencies can, and
indeed should, meet to discuss many issues related
to North Korea well ahead of any detailed denucle-
arization agreement, including details of specific
approaches related to economic engagement, nucle-
ar dismantlement and verification, and a future
regional security architecture. The dialogue on
these issues has been far too sporadic and discon-
nected to date, which has contributed to the lack
of progress. In contrast, just the one-day Hawaii
workshop provided a useful set of agenda items for
multilateral capacity building efforts that can help
to rectify these shortcomings. A sustained multi-
lateral effort should be able to accomplish much

more.
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Economic
Engagement

What a difference a year makes. At IFPA’s 2005 multilateral workshop in
Shanghai, the overarching question was whether or not Kim Jong-il was seri-
ously considering giving up his nation’s nuclear weapon programs in exchange
for security assurances and economic incentives. In 2006, notwithstanding a
September 2005 joint six-party statement affirming North Korea’s commitment
to abandoning all nuclear weapons and related programs, that question seems
now to be overshadowed by a collective skepticism regarding the readiness
of North Korea and the United States to forge a mutually acceptable deal on
the details of denuclearization. Instead, in the context of stalled multilateral
negotiations and stepped-up North Korean economic interaction with South
Korea and China, the operative question at the 2006 workshop became wheth-
er or not Kim Jong-il was serious about economic reform and modernization
as a means to emulate China’s and Vietnam’s entry into the global econom-
ic system. If so, how could economic engagement be structured such that it
would enhance the prospects for North Korean denuclearization, rather than
serve as a source of leverage by which Kim can effectively delay that regional
objective? Is economic engagement with North Korea a legitimate long-term
strategy for denuclearization, as China and South Korea seem to believe?
ROK President Roh Moo-hyun has clearly indicated his belief that North
Korea wants to (and will) “reform and open up,” adding that “the North Kore-
ans have accommodated market economics to the extent that they obviously
cannot reverse the course any more” (Roh 2004). Other ROK and Chinese
officials have explicitly linked the process of economic engagement with the
North to potential progress toward denuclearization and normalization, albeit
over the long term, as well as to an eventual peace regime on the peninsu-
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la. Many American and Japanese officials are not
so sure. One American participant at the work-
shop has written that indeed “large changes are
underway [in North Korea], but the impetus for
these changes is as yet unclear...[and] the ques-
tion is whether the changes result from a top-down
decision to reform or a bottom-up unleashing of
market forces that a weakened regime can no lon-
ger restrain. If Pyongyang is resisting a bottom-up
transformation, economic aid may be forestalling
or even preventing reform” (Brown 2006).”

Further questioning Kim Jong-il’s commitment
to reform, another workshop participant added, “If
we compare North Korea to the China of the 1970s,
what is striking is that North Korea has not made
the effort to ensure a stable external environment
to facilitate internal economic reform. In the 1970s,
the Chinese leadership normalized relations with
Japan and the United States, and balanced Soviet
pressure from the north. Even today, China is pri-
marily concerned with internal development, for
which they desire a stable security environment in
Northeast Asia. If North Korea was really serious
about economic reform, it would work to foster a
more stable regional security environment by end-
ing its dispute with the United States and with
regional countries.”

The need to resolve these and other salient
economic engagement questions attests to the
importance of holding discussions on six-party
institutional capacity building in order to share
information and coordinate strategies, since no
consensus exists regarding the current state of
the DPRK economy and what should (or should
not) be done to affect that situation. As one Kore-
an participant stated, “Clearly, the first step in a
capacity-building effort is to hold discussions to
harmonize our perceptions of economic conditions
within North Korea, and then to insure that indi-
vidual national policies do not undermine each
other. A six-party organization could serve as a
forum whereby representatives from donor nations

ceptions and policies. Otherwise an economic
engagement strategy for North Korea will fail.”

In fact, the workshop revealed that the partic-
ipants often had different ways of characterizing
the meaning of the word “reform” itself (in the
context of economic reform). For some it suggest-
ed significant, essentially structural change (i.e., to
re-form and give new shape to), while for others the
implied change was more subtle or incremental, in
the sense of modification and adjustment. A par-
ticipant with extensive experience in Pyongyang
explained, “When I mentioned the term ‘reform’ in
the presence of Kim Jong-il he said quite forceful-
ly, “We are never going to give up socialism.” This
is a strong principle, not just rhetoric. So I think
we should use a phrase such as ‘economic modern-
ization,” and seek to foster a process of creeping
marketization in North Korea.” To some extent,
therefore, this process of harmonizing perceptions
of DPRK economic conditions should also include
adiscussion about how the six-party countries eval-
uate DPRK reform efforts and objectives in light of
their own expectations, since a positive or negative
assessment depends greatly on what the five parties
see as the desired end state of DPRK reform.

One example of how this discussion might be
carried out is the World Bank Consultative Group
for Indonesia, which was formed in 1989 to coor-
dinate assistance to that country and continues
to meet annually. Any such consultative group for
North Korea will face a familiar challenge of con-
ditionality, which essentially refers to the kinds
of governance or performance-related strings that
might be attached to interaction with such a poor
economy, be they in the form of aid, loans, or invest-
ment. One issue that many workshop participants
agreed upon was that North Korea should be held
increasingly to international standards, especial-
ly in the economic arena, even though the details
of how and when to apply those standards will
be controversial. The matter is made all the more

7  Seealso Suh Jae-Jean (2006) for an informative explanation of the
bottom-up nature of economic and social reform in North Korea,
based on interviews with dozens of DPRK defectors since the late

1990s.

can attempt to harmonize differing national per-
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complicated by an added layer of conditionality,
namely the extent to which coordinated economic
engagement might be tied to North Korea’s disclo-
sure about its nuclear weapons programs and their
subsequent dismantlement. These are all difficult
political decisions, especially in a group context.

Another indirect aspect of conditionality is that
anation’s military strength in most cases is directly
related to the strength of its economy. As one Chi-
nese participant suggested, “We need to decide if
an economically stronger North Korea is a positive
or negative development. An economically stron-
ger North Korea will give the current regime more
resources on which to survive and even perpetuate
its rule, and under these circumstances the DPRK
may become more reluctant to give up its nucle-
ar weapons. But, China strongly believes that an
economically stronger North Korea is a positive
development, since the DPRK will then be more
integrated with the world economy and therefore
more susceptible to outside pressure.”

Some American and Japanese participants, how-
ever, viewed this belief with skepticism. “Do we real-
ly want a truly economically reformed and rebuilt
North Korea bent on unification with South Korea
on its own terms with the backing of China?” said
one American. “This is the message that China
sends to North Korea...you can adopt market eco-
nomics, take advantage of globalization (and by the
way, succeed in it)...and continue to pursue your
long-term unification goals while still staying in
power and maintaining political control. That’s
the message the Chinese sent very clearly last Jan-
uary to Kim Jong-il.”

Another participant, meanwhile, suggested
that the five parties should essentially help North
Korea’s political leadership transform its political
power into economic power, in eXChange for the
nuclear programs. “I had a meeting once with Kim
Jong-il and his, well, his secretaries. And I asked
why wouldn’t he use the territory to the east of
the [Donghaeson] railroad to develop a recreation
zone for tourists...it would be isolated from the

country and it would bring in a lot of money. And
Kim Jong-il looked around and said, ‘I know all
these guys want to be presidents of companies for
tourists.” So he pretty well understands how this
could work.” Such an approach would obviously be
fraught with challenges and moral hazards, but it is
perhaps closest to Pyongyang’s own concept of eco-
nomic modernization, which is to slowly improve
the economy, maintain control, and enrich and
empower the political and military elite.

Another aspect of the economic engagement
debate is how trade and finance issues relate to
North Korea’s sense of security and its eventual
willingness to denuclearize, since “issues pertain-
ing to counterfeit currency, money laundering,
[and] narcotics...all connect to regime security,”
explained one ROK participant. “But in the case of
North Korea, it doesn’t make a distinction between
state security and regime security. They are iden-
tical. Their leader is the incarnation of the party,
state, and the people...however, they may devel-
op less acute threat perceptions if we encourage
them to engage in legitimate economic activities.
The North Koreans would still have to accept that
challenge, but such actions on our part may assuage
and soften North Korean perceptions of our inten-
tions.” An American at the workshop described this
as “closing one door while another door opens. In
other words, illicit activities are unacceptable, but
that doesn’t mean North Korea can’t turn to a more
sustainable path.”

Workshop participants presented a variety of
ideas regarding the processes underpinning eco-
nomic reform in North Korea. Some believed that
the impetus for reform was coming from North
Korean society with relatively little guidance from
the central government. One participant stated,

“There are many economic activities occurring in
the DPRK countryside, often involving the partic-
ipation of foreign businessmen, and these chang-
es are proceeding in the absence of a government
plan. Many Chinese businessmen are engaged in
North Korea, often with the tacit acknowledgement
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and support from provincial officials. In my opin-
ion this is an uncontrolled process, and one of the
challenges is determining the direction in which
it will evolve.”

A Chinese participant who had recently vis-
ited North Korea sensed a greater acceptance of
market principles by the North Korean people. He
reported, “Last year I visited North Korea twice,
and I was amazed at seeing a profound change in
the outlook of the North Korean people. The pop-
ulation has accepted the legitimacy of the profit
motive, and in my opinion this is unstoppable. I
think the purpose of economic engagement and
capacity building should be the encouragement and
promotion of these changes, perhaps by accepting
North Korean students and government officials
for training in market principles and in other fields
vital to the reform process.”

While North Korea is unlikely to permit large-
scale, in-country training in market economics any-
time soon, one participant pointed to the example of
Vietnam to indicate that such training could even-
tually have profound effects in North Korea. “Ten
years ago the international community established
in-country training in market economics within
Vietnam. The program targeted provincial offi-
cials, and now there is a cadre of officials that are
undertaking a number of successful projects, and
economic activity in the provinces is surging.”

Inevitably, workshop participants compared
North Korea’s efforts at reform with China’s expe-
rience beginning in the late 1970s. An American
noted that “Kim Jong-il is not Deng Xiaoping. The
political environment and leadership are the key
enablers of economic reform, and in my opinion
I do not think it is possible for Kim to introduce
top-down economic reforms. Rather, I think he is
responding in the most minimal fashion possible
to bottom-up demands. North Korea is not really
undergoing economic reforms; it is simply adjust-
ing to a new economic situation.”

A Chinese participant countered that Kim and
Deng would have agreed on the key objective of

the reform effort: to ensure regime continuity.
For this participant, the interest in preserving its
authority does indicate that the North Korean gov-
ernment is participating in the reform effort. He
stated that “you cannot maintain communist rule
solely on the basis of revolutionary rhetoric. Why
does Kim Jong-il visit China? Because he is inter-
ested in learning how he can maintain his rule
through the limited introduction of market incen-
tives. He is altering the economic system within
North Korea to strengthen his country and perpet-
uate the rule of his regime.”

Others agreed that the government was playing
an important role in fostering North Korea’s eco-
nomic reform. One participant advised, “We need
not take such a dichotomous view of the reform
effort. It is both ‘top-down’ and ‘bottom-up.’ I
recently spoke with a North Korean embassy offi-
cial in Moscow whom I've known for twenty-five
years. He is a strong adherent to the principles of
communism, but he asked if I thought there were
possibilities for expanding business ties between
Russian and North Korean firms. He was likely
acting on instructions from Pyongyang.”

The discussions at the workshop in Honolulu
and at other IFPA workshops, as well as subsequent
interviews and research, suggest that a regional
capacity-building agenda for economic engagement
is becoming clearer, and it would be relatively sim-
ple for the six parties (with the possible addition
of the European Union (EU) and maybe others) to
begin a structured dialogue on these issues. Such
a dialogue would likely be tethered to the six-party
talks in some way, but it should also be able to take
place independently of those talks, and it would
probably involve a number of non-governmental
participants. Far from a forum simply to discuss
economic incentives for DPRK denuclearization
(which seems like a premature topic in the wake of
UN debates about economic sanctions in response
to North Korean missile launches), the proposed
capacity-building dialogue would focus on the
numerous topics that must be addressed before a
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coordinated engagement strategy can even be devel-
oped. In fact, a separate international workshop has
already laid the groundwork for a non-governmen-
tal forum along these lines that would include the
North Koreans, and it could become a useful start-
ing point for capacity building.®

The point of such a dialogue is not to draw up
a list of rewards for North Korean denucleariza-
tion, but rather to develop a strategy or plan for
long-term assistance for DPRK economic mod-
ernization based on international standards, as it
corresponds to denuclearization and the provision
of mutual security assurances. In the spirit of the
September 2005 six-party joint statement, which
emphasizes “coordinated steps...in a phased man-
ner in line with the principle of ‘commitment for
commitment, action for action,” regional capacity
building represents a transitional phase from com-
mitment to action. It is, in essence, a plan fora plan,
a plan for economic engagement and security assur-
ances in exchange for a nuclear dismantlement and
verification plan.

Parties to this “plan for a plan” approach must
begin the engagement piece by harmonizing their
collective understanding of the economic condition
and direction of North Korea, as already mentioned.
In 2004-2005, for example, the North Korea Work-
ing Group at the U.S. State Department “developed
a sophisticated and comprehensive plan for helping
North Korea” redirect its economic and political
system away from communism, in the context of
implementing denuclearization and normaliza-
tion (Asher 2006). South Korea and the others
have their own plans and ideas, but none of these
are yet based on a common assessment or recon-
ciled objectives among the five. This first step could
therefore be considered an assessment phase of the

8 At the Northeast Asia Cooperation Dialogue (NEACD) in Tokyo in
April 2006, participants made tentative progress toward launch-
ing a regular, regional dialogue on economic engagement issues
related to North Korea. Although the forum would be non-gov-
ernmental (i.e., Track 2), it could be officially recognized by the
U.S. State Department and foreign ministries among the six par-
ties, as well as include representatives from the World Bank, the
Asian Development Bank, and other international organizations.
A two-year trial period could begin in 2007, if it is adequately
funded.

What role should a Six-Party organization
assume with respect to financial assistance for
North Korea? (Feel free to select more than
one option)

None—10.7%

It should acquire and maintain its own bank
account (perhaps funded by the Six-Party
countries, international organizations,
and/or other outside donors) and oversee
the distribution of funding. —3.6%

It should help coordinate the implementa-
tion of various assistance packages from
governments and IFls.—28.6%

It should assess the effectiveness of
financial assistance to the North and make
recommendations.—28.6%

It should be a forum for dispute resolution.
—25.0%

Other (perhaps some combination of above)

] 6%

Participant Comments

Can't do it all and no need to, but it should be
proactive in reviewing, giving guidance on, and helping
to coordinate various international and national efforts.

Leave the actual mechanics to IFI lenders. Any attempt
to create a new bank would only undercut the
international standards that the World Bank and others
must insist upon.

capacity-building effort for economic engagement.
The assessment phase would then lead to a design
phase, or the development of a regional engagement
strategy. Both of these phases would probably take
a good deal of time to complete (perhaps several
months), since the six parties differ significantly
in their perceptions and priorities.
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As one participant noted, “It seems that there
are two very different economic engagement strate-
gies. One option is to reform North Korea’s socialist
economy along capitalist lines over the long term,
while the other is to simply view economics as an
adjunct of security, with economic aid and engage-
ment used as an incentive to convince North Korea
to dismantle its nuclear weapons programs. The
first option may require two to three decades, and
offers no guarantees that North Korea will disarm
at the culmination of the process. But if econom-
ics is simply a useful tool for the resolution of the
nuclear issue, then we will have to adopt a radical-
ly different strategy.”

Indeed, it is likely that an economic engagement
strategy with North Korea will have two distinct
components: one unrelated to six—party progress,
and the other conditional on progress with denu-
clearization, though on this point there was not
even a clear consensus in Honolulu. An Ameri-
can participant offered, “While it is important to
discuss the nuclear issue, it diverts attention away
from economic reform. In the last fifteen years
most socialist countries reformed their economies.
North Korea did not, and as a result millions died
from starvation. I would give North Korea lots of
aid if it was serious about reforming, but hesitate
to give aid to assist denuclearization if economic
reform was not a key objective of an engagement
strategy with the DPRK. Furthermore, if reform
is driven by a ‘bottom-up’ process, I would oppose
giving aid to the government to facilitate denucle-
arization, since it would use that aid to curtail the
reform effort.”

While some workshop participants objected to
the length of time required for a long-term eco-
nomic liberalization strategy to produce a modi-
tied DPRK foreign policy, and therefore espoused
the more modest objective of using economics to
facilitate denuclearization, one participant noted
that “We should not forsake attempts at long-term
economic reform, while keeping in mind that it
is not necessary for North Korea to mirror South
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Korea’s democratization and modernization before
it decides to denuclearize. Libya today is not a
democracy, but saw an advantage in eliminating its
WMD [weapons of mass destruction] programs and
integrating with the world economy. In the North
Korean case, there needs to be some political and
economic transformation before the government
determines that its nuclear program is more a liabil-
ity than an asset, but it need not be a consolidated
democracy before coming to that conclusion.”

Implementation and monitoring will, of course,
follow the phases of assessment and design,
although much of this final phase would not begin
until a formal six-party agreement is reached. Even
then, the six-party role is probably more about mon-
itoring than it is about implementation, since most
of the day-to-day work related to DPRK economic
engagement will be carried out by national gov-
ernments, private companies, and international
financial institutions (IFIs). The importance of
this monitoring function should not be understated,
however, since it will be the primary way that the
group can evaluate progress and make informed
decisions regarding the linkage between econom-
ic engagement and denuclearlization.

In addition to sorting out broad strategic issues
related to economic engagement with North Korea
during the design phase of such an effort, more
detailed strategies and tactics will need to be devel-
oped. A participant suggested that “the privatization
of state monopolies in North Korea constitutes
the most important component of a reform pro-
gram. We should try to foster the ‘chaebolization’
of North Korean industry by first forming pub-
lic-private partnerships that will take over state
monopolies and begin introducing market princi-
ples.? The North Korean elite will play a key role
in this process. Their most important concern is
maintaining a privileged position in society after
transformation, and they will have an interest in

9 “Chaebolization” refers to the chaebol in South Korea, or large
corporate groups (started by families) that have played a major
role in the South Korean economy since the 1960s, often with

government financing support in the early years.




ensuring that the top managers of these public-pri-
vate corporations come from the Communist Party
and the military. Over time, these corporations
can be fully privatized, and the next generation of
North Koreans should be educated in market prin-
ciples to allow them to assume leadership positions
and thereby propel forward the reform process.”

However, privatization will not succeed unless
it is accompanied by the creation of other econom-
ic institutions, such as a viable monetary system.
An American participant noted, “The number
one economic problem in North Korea is a lack
of money. China always had a monetary system.
Russia did not, and it experienced hyperinflation,
which wiped out the vouchers given to the public
following the privatization of state-owned monop-
olies. North Korea will also need a hard budget and
a viable tax system.” Another participant empha-
sized the predominant use of foreign money in the
DPRK economy and how that limits central gov-
ernment influence. Others pointed to the problem
of corruption and described situations in Russia
and China where North Koreans with government,
party, or military ties were seeking offshore invest-
ment opportunities as a way to move money out of
the DPRK, enrich themselves, and send as little as
possible back to Pyongyang.

All of this suggests another important role for a
regional capacity building effort, which is to offer
technical assistance to North Korea in the areas
of institution building and modernizing its econ-
omy. This could begin even during the assessment
phase, as it would help to balance out the flow of
information to and from the DPRK. As with the
case of overall implementation mentioned earlier,
the six-party group might not actually carry out the
assistance projects itself, but it could prioritize and
coordinate efforts to address some of the deficien-
cies noted above, with the work being carried out
either by national governments or international
organizations such as the World Bank or the Inter-
national Monetary Fund. Participants discussed
options for creating some type of international

investment board or bankers’ group that would
control donated funds destined for North Korea.
The funds could be used to stabilize a domestic
monetary system or to develop a viable budget and
tax system. Many at the workshop thought that
this kind of effort would benefit the North Kore-
ans and the region more than would a new power
plant, tourist complex, or shoe factory.

On other economy-related topics, some work-
shop participants argued that the Gaesong
industrial complex could form an important com-
ponent of an engagement strategy given its potential
to increase leverage on the DPRK, but they also
offered words of caution regarding the manage-
ment of the project. One participant warned that
the Gaesong initiative could have the ironic effect
of increasing South Korean dependence on North
Korea, given the political capital expended by the
South Korean government to ensure the project’s
success. He stated, “North Korea is aware of this
political cost, and uses it to its advantage in negoti-
ations with Seoul.” In this way, the Gaesong project
has provided an important lesson: limit the extent
to which economic initiatives designed to increase
North Korean dependence on the outside world also
increase interdependencies between North Korea
and other members of the six-party process.

Currently, there are approximately fifteen
South Korean firms operating in Gaesong, which
is expected to be occupied by two thousand South
Korean factories by 2012 (Yonhap 2006). Goods
produced there will be recognized as South Kore-
an by members of the ten-nation Association of
Southeast Asian Nations (ASEAN) as part of its
free-trade agreement with South Korea (Iglauer
2006). However, in its negotiations with Seoul over
a proposed free-trade agreement, the United States
has so far refused to apply a similar designation
to goods originating from Gaesong. Disagreeing
with Washington’s position on this, one American
workshop participant argued that “similar projects
with other countries demonstrate that Gaesong
can provide a significant amount of leverage over
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What role should a Six-Party organization
assume with respect to energy delivery and
infrastructure development in North Korea?

Other—15.8%

It should play an oversight role for governments
and private companies involved in energy
assistance to the North. —36.8%

It should assist and monitor the efforts of a
revived KEDO. —10.5%

It should be the coordinator of energy
infrastructure development and fuel oil delivery
—21.1%

None —15.8%

Participant Comments
| hate to see the KEDO expertise wasted. Maybe a
replacement for KEDO, but not called that, would work.

Other: Dispute Resolution. KEDO should be
transformed into broader energy assistance and energy
integration structure for the peninsula.

North Korea. For instance, the extension by the
United States of its textile agreement with Cambo-
dia in 2002 increased Cambodian textile exports
from zero to $180 million in two-and-a-half years
and produced 250,000 jobs. Recognizing Gaesong
goods as originating in South Korea could have a
similar impact on North Korea, and the resulting
economic benefits could lead to greater American
influence over Pyongyang.”

Workshop participants also noted that the devel-
opment of large-scale infrastructure or commercial
projects in North Korea could constitute impor-
tant components of a future economic engagement
strategy. Some stressed, however, that such proj-
ects would have to be economically viable in order
to propel the reform process forward and to cre-
ate and strengthen a constituency for reform in the

DPRK. One participant stated, “A critical problem
with the Agreed Framework was that the decision
to build nuclear light-water reactors [LWRs] was not
based on commercial considerations. There were
no surrounding factories or plants that could have
absorbed the generated electricity. The LWRs were
essentially high-profile gifts that did not create vest-
ed interests for people who could have pressured
the government to adopt a more moderate foreign
policy to ensure the completion of their construc-
tion. Projects must generate profits for them to
contribute positively to the reform effort in North
Korea.”

Expanding the domestic market, economic
integration between North and South Korea, and
perhaps linkages with other countries in the region
can potentially enhance the profitability of infra-
structure projects based in North Korea, if and
when such projects are undertaken. A participant
offered, “It may be possible to overcome the con-
fines of a small domestic market in North Korea.
The Chinese are building hydroelectric power
plants in Laos, which then sells much of the power
to Thailand since the domestic demand in Laos is
far less than the supply generated. Despite insuffi-
cient domestic demand, Laos benefits since these
projects are quite profitable.”

Over and above these considerations, most work-
shop participants realized as well that economic
engagement within a six-party setting could not
proceed without tangible progress on the nucle-
ar issue. As one participant noted, “North Korea
has to decide whether it wants to denuclearize and
integrate with the international community. While
waiting for a decision, we need to treat North Korea
like a ‘normal’ country. Ever since 1945, the Sovi-
et Union, China, Europe, Japan, and South Korea
have provided billions of dollars worth of uncon-
ditional aid to Pyongyang. We have treated the
DPRK as a poor country that cannot pay its debts.
We have helped impoverish North Koreans by tak-
ing away their incentive to produce. Why should
they produce if they can get aid? Ultimately, we
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Does the provision of aid/assistance and
investment to North Korea by China and South
Korea promote or hinder the resolution of the
North Korean nuclear problem?

(a) No significant impact on the process of
resolution. North Korea's reasons for developing
nuclear programs are not connected to the
economy and therefore not influenced by its
performance. —16.7%

(b) Hinders a resolution, since it retards
economic reform, increases state control in
North Korea, and undercuts efforts by others to
apply pressure. —33.3%

(c) Promotes a resolution, since it helps North
Korea stabilize and reform its economy (which
will either decrease its sense of vulnerability
and/or lead to political change). —50.0%

Participant Comments
All depends on how you do it.

Just as (b) is stated. 1'd just add, “such aid rewards
extortion.”

Both promotes and hinders. But will induce basic
change, more likely than not to be positive.

need to provide incentives for them to reform their
economy, which will require engagement from the
international community.”

These comments support the belief that what
might be called “favor-seeking aid” is ultimately
counterproductive if the desired end-state is a soft
landing of the North Korean regime. In other words,
if China and South Korea want to avoid the region-
al instability that would ensue after a sudden and
hard North Korean collapse, and instead reap the
rewards of a North Korea beginning to integrate
with the international economy, perhaps their pol-
icies of providing aid to North Korea are unwise.

Overall, it is becoming clear that a six-party
or multi-party capacity-building effort will have
different roles to play as the process of economic
engagement with North Korea unfolds. The same
could probably be said about similar efforts in
the areas of nuclear dismantlement and security

assurances (described later in this report), which
would be linked together in some way. Each capac-
ity-building effort would include, in sequence, an
assessment phase, a design phase, and an imple-
mentation/monitoring phase. Supporting all of this
would be the continuing coordination of technical
assistance, as long as this capacity-building/six-party
process remained viable. As is discussed in the fol-
lowing sections, this model for capacity building
should work well for denuclearization and verifica-
tion, given the concrete and more technical nature
of those undertakings. A slightly different scheme,
however, might be needed for security assurances,
since advance planning for their implementation in
a working-group format could only go so far before
requiring greater clarity about the nature of the
assurances agreed upon and the format in which
they need to be provided. Moreover, compared to
economic and denuclearization initiatives, securi-
ty assurances could most probably be set in place
more quickly once the up-front political decision
to do so has been taken.
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Denuclearization
and Verification

Just as the notion of treating North Korea like a “normal” country in the
economic engagement realm enjoyed notable support at the workshop, so
too did a recommendation by an American participant to apply “uniform
and international standards” to Pyongyang during the nuclear dismantle-
ment and verification process. Sharing his take on the perspectives of some
members of the U.S. Congress, he stated, “There is concern that in the pro-
cess of negotiating a disarmament program for North Korea, new standards
will be developed that fall short of accepted international norms that have
been established under the Nuclear Non-Proliferation Treaty (NPT) and by
the International Atomic Energy Agency (IAEA). This would tend to invite
the North Koreans to bend the rules or press for special treatment, and once
you start backing away from those established norms, it becomes difficult to
know where to stop. But if the standards being applied exist outside of the
six-party process, these dilemmas can be avoided.”

Still, many participants highlighted the limitations associated with applying
so-called international standards to North Korea, since every denuclearization
situation is unique and involves a difficult balance of political, diplomatic,
and technical components. Perhaps the most important question is, when
will the five parties (and other international actors, such as the IAEA, for
instance) be satisfied that North Korea’s nuclear weapons complex has been
accounted for or dismantled to an appropriate degree? In other words, as
several workshop participants put it, “When will enough be enough?” It is
clear that different actors, both within and outside of the six-party process
have quite divergent views on this issue. For example, there is concern that,
as one American participant put it, “if you leave it to the [nuclear] inspectors
to determine when they have enough information to verify dismantlement,
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Would the Kim Jong-il regime in North Korea
ever fully implement the irreversible and
verifiable dismantlement of its nuclear programs,
if offered a credible guarantee of peaceful
coexistence and development assistance?

No—43.8%

Yes—56.2%

Participant Comments

All things considered, very unlikely in the coming years. But
given enough guarantees and regime protection, it is
possible. The regime would have to see it as its only means
to survive.

I would expect it to try (and probably succeed) in keeping
some form of covert capability, and the issue would be how
much ambiguity/uncertainty the other five-party countries
can accept if the most egregious and advanced capabilities
are dismantled.

you will be waiting a long time.” Another Ameri-
can participant concurred, adding, “We have seen
from historical examples like UNSCOM that scien-
tists will never, ever be satisfied that every possible
question has been answered. Verification and com-
pliance are ultimately political matters.”10

To further illustrate the political essence of ver-
ification regimes, an American participant brought
up the case of South Africa, noting that “its nucle-
ar weapons dismantlement was conducted without
any international presence, and after the post-apart-
heid government announced the dismantlement,
officials from the IAEA, the United States, and a
few other countries went in to verify it. But the goal
was not to ensure that the nuclear weapons pro-
gram was taken apart entirely. In fact, there are still
outstanding issues with regard to the South Afri-
can nuclear program pertaining to international
involvement in its acquisition of enrichment tech-
nology and other design assistance, but there were
obvious political circumstances at the time that pre-

10 The United Nations Special Commission, or UNSCOM, was established to
help implement UN Security Council Resolution 687, adopted in the after-
math of the first Gulf War in 1991. The resolution called for the elimination
of Iraq’s WMD under international supervision.

cluded a comprehensive investigation.” The political
constraints, this participant indicated, arose from
concerns that conducting highly intrusive inspec-
tions could have undermined the legitimacy of
the new South African government. This is an
important lesson, too, in the North Korean con-
text; many participants agreed that Kim Jong-il
will be reluctant to permit intrusive monitoring
and inspections—especially in the early stages of
denuclearization—for fear that this could under-
mine his control over the country.

But this North Korean concern will obvious-
ly have to be balanced with those of the other
tive parties, who want to ensure that the threat
from Pyongyang’s nuclear complex is permanent-
ly eliminated, especially if conditional economic
assistance is flowing to (and strengthening) Kim
Jong-il’s regime. The five parties will need to estab-
lish some middle ground, and toward this end, an
American participant pointed out that “militari-
ly significant cheating is a very different standard
than perfect compliance. We will never get perfect
compliance from the North Koreans, but we have
adopted a standard of militarily significant cheat-
ing in the past, for example in nuclear arms control
agreements with the former Soviet Union. This is
the right standard.” But what exactly would consti-
tute “militarily significant” cheating in the North
Korean case remains to be determined. For that
matter, what constitutes the right “international
standard” as mentioned above? And if there is a
significant gap between these two proposed stan-
dards, how are they to be reconciled?

Answering these questions and building consen-
sus on the criteria that will apply to North Korea
as it dismantles its nuclear complex are examples
of critical capacity-building objectives that might
be pursued in the near term, possibly as part of a
six-party dismantlement and verification working
group. One of the first tasks such a group might
undertake, for instance, could be a detailed study of
past efforts at dismantlement and verification (e.g.,
Iraq in the 1990s and Libya after December 2003)
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to draw out lessons learned that can be applied in
North Korea. Moreover, building on such an inves-
tigation, the working group could determine more
specifically what would be required of Pyongyang,
and of the other five parties, during the denucle-
arization process. An American participant with
considerable experience in the nuclear inspections
field stressed that “the negotiation over what you
will actually verify, where you can look, and what
tools and techniques you will use can be very dif-
ficult,” but establishing a formal working group
to address these and other issues could help to
ensure that the process runs smoothly after a viable
denuclearization agreement is reached (however
unlikely that outcome may seem at present).

In the beginning, this working-group dialogue
would be similar to the assessment phase and the
provision of technical assistance that was men-
tioned in the economic engagement section, though
it would no doubt suffer from less available infor-
mation until North Korea provides more detailed
declarations about its nuclear programs. Still, it
is not as if nothing is known about the DPRK’s
nuclear programs, since the IAEA and others had
a good degree of access for several years, and what
is known can be compared against past denucle-
arization efforts in other parts of the world to the
benefit of all involved. Indeed, given the limited
and compartmentalized experience among (and
even within) countries in this field, participants
believed that the six-party group faces a signifi-
cant learning curve and that much of the learning
needs to be done together.

North Korean denuclearization will be unique
in the sense that a large group of countries is
involved (via the six-party process), some of
which possess nuclear weapons while others do
not. Moreover, North Korea would not be volun-
tarily giving up its programs in the same way that
South Africa or Ukraine did, yet it would not be
forced to relinquish its weapons in the way that
Iraq was forced to do after its defeat in the first
Gulf War. The North Korea effort will be a com-

pensation model of denuclearization unlike even
Libya, since the compensation for Libya did not
come through a transaction or exchange, but
rather was latent, allowing access to internation-
al investment and markets for the sale of domestic
oil deposits. Instead, Pyongyang seeks a number
of tangible rewards and a de facto guarantee of
regime survival in exchange for its nuclear weap-
ons and related programs.

Directly related to the scope and depth of
nuclear dismantlement, of course, is the time-
frame within which the process is to be completed.
Once again, workshop participants recognized that
political and technical officials would have differ-
ent perspectives on this issue. For example, there
was general agreement that scientific personnel on
the ground in any disarmament initiative tend to
assume that they have unlimited time to dismantle
a program, while the diplomats and politicians will
be aware of the pressure to complete the program
relatively quickly. Participants generally agreed
that dismantlement would not (and, for political
reasons, could not) last several decades. Rather,
according to one American workshop participant,

“three to five years is probably a more accurate
assessment,” citing a conversation he had with U.S.
Department of Energy officials. This underscores
the benefits of planning as far in advance as pos-
sible so that implementation can begin as soon as
possible after an agreement is reached.

More detailed discussion of the necessary
activities that will be part of North Korean nucle-
ar disarmament, and the estimated timetables for
those activities, could be topics for a multi-party
working group to address. Moreover, the group
would benefit greatly from studies that have already
been done on the technical aspects of dismantling
Pyongyang’s nuclear complex. The Cooperative
Monitoring Center at Sandia National Laborato-
ries, for example, completed an investigation in
mid-2005 that estimated it would take two years
to develop a comprehensive decommissioning plan
for the five-megawatt reactor at Yongbyon, one year
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for partial decontamination and defueling, and up
to ten years for canning the removed spent fuel
(Whang and Baldwin 2005). It is important that
this kind of knowledge inform the front-end nego-
tiations if and when the six-party process is revived,
as it will be difficult to establish a framework for
reciprocal action (along the lines, perhaps, of the
deal offered by Washington in June 2004) without
understanding how much time will be required for
various dismantlement activities.!!

Although it is clear that the denuclearization
of North Korea will take much longer than was
required to dismantle Libya’s WMD programs, a six-
party organization will benefit from examining the
relatively efficient process adopted by the United
States to remove sensitive material and ensure the
permanent dismantlement of Libya’s WMD arse-
nal. One official familiar with that effort reported,

“Removing some of the most sensitive material from
Libya proceeded rather quickly. Following Libya’s
December [2003] decision to disarm, we had experts
in that country by mid-January, and by early March
we had removed much of the most sensitive mate-
rials. One of the key steps was identifying those
activities that had to transpire relatively quickly,
and setting up a mechanism that could make this
determination in addition to locating and providing
the necessary nuclear, biological, chemical and mis-
sile experts. To facilitate this effort, we developed
a ‘core elements paper’ and a checklist that identi-
tied each of the activities that had to transpire in
each phase of the disarmament process. With this
approach we were able to identify the goals for each
phase and make clear to our Libyan counterparts
what actions were required of them. For example,
the first phase called for the removal of the most
proliferation-sensitive material, and we indicated
to the Libyans that we had to remove warheads, fis-
sile material, and key components of centrifuges.
The core elements paper and the checklist enabled
us to move relatively quickly in securing this mate-
rial and shipping it out of the country.”

11

For more detail on the June 2004 offer see Kerr (2004).

With Libya’s WMD disavowal in mind, dis-
cussion turned to Pyongyang’s place in global,
asymmetric proliferation networks (both countries,
along with Iran, are now thought to have received
nuclear-related technology through the A.Q. Khan
network out of Pakistan) and therefore to the scope
of the information that would be revealed during
the dismantlement process in North Korea (Sanger
and Broad 2004). One American participant noted
that “the hot issue in proliferation today is supplier
networks. Are we going to delve into who provided
the North Koreans with the technical design assis-
tance and pieces of equipment? Or, in the interest of
unity and agreement, will that be put aside because
moving ahead with denuclearizing North Korea is
the top priority?” While one American participant
believed that “dismantlement and irreversibility is
probably enough,” another countered by saying that

“the world has changed, especially after the discov-
ery of the A.Q. Khan network. Today, proliferation
networks are a critical aspect of addressing this
issue, because in resolving the North Korean crisis,
we do not want to create another problem some-
where else. So having a look into North Korea’s
network is pretty essential.”

Related to the question of what kinds of infor-
mation will be revealed during the dismantlement
process is the issue of sharing that information
among the inspectors, and particularly the polit-
ical and legal restraints on which countries can
have access to what material. Several workshop par-
ticipants acknowledged that one of the challenges
a six-party organization will have to overcome is
managing the tensions that will arise from the dis-
tinction between nuclear and non-nuclear weapons
states (NWS and NNWS, respectively) under the
NPT. “There are national and international legal
restraints,” one American participant declared,

“with regard to NNWS having access to, and partici-
pating in the inspection and transfer of, technology
and blueprints related to nuclear weapons.” More
specifically, this participant stated, “The verifica-
tion document that gets generated [as part of the
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dismantlement process] is a highly classified list
of the components that are required for a nuclear
weapons program, and therefore cannot be shared
with certain parties.” Because three members of
the six-party talks—the United States, China, and
Russia—are NWS, and two others are not, it would
be wise to address how this conflict will be dealt
with in advance of the start of the dismantlement
process.

This dilemma is nothing new, however, and as
indicated above, there may be important lessons
from past dismantlement and verification efforts
that could benefit the six-party group. As one U.S.
official who participated in the inspections process
in Iraq in the 1990s stated, “Whenever an item on
the verification list was used primarily for a nucle-
ar weapons program, it went to a special group
of inspectors who were familiar with the techni-
cal specifications that made it unique to such a
program. Unfortunately, this did lead to tensions.
Some inspectors resented what they viewed as a
secondary role, and some believed that the Unit-
ed States and Britain exercised excessive influence
over the inspection process.”

While compartmentalizing information regard-
ing sensitive nuclear materials and the segmentation
of dismantlement tasks cannot be avoided, this
participant did suggest that a six-party organiza-
tion could minimize tensions among inspectors
from different nations by attempting to institute as
much transparency as possible in designing rules of
engagement. He explained, “In Iraq we developed
rules that everyone had access to, and we also had
special annexes that were shared only with those
parties who needed to have access to that infor-
mation. In the North Korean context, we should
increase transparency to the point of letting the
South Koreans and Japanese know why they are
being restricted from accessing certain informa-
tion [primarily because they are NNWS under the
NPT].” Moreover, this participant suggested that

“even if you were at a nuclear weapons site where

the bulk of the work, there may also be some ancil-
lary roles to be played by other parties. I suggest
establishing a high-level group within a six-party
organization that could address this and other
sensitive political issues that will arise during the
denuclearization process.”

After acknowledging that members of the six-
party group would play different roles during the
dismantlement and verification process, one partic-
ipant suggested that each country should conduct
an internal review to determine which capabilities
it can provide, and, based on the legal restraints
under the NPT (and possibly the political obstacles
inherent in the six-party dynamic), which capabil-
ities it will be allowed to provide. This could be a
useful capacity-building track to pursue, which may
even be applicable across other issue areas, such as
for the nuclear crisis in Iran or to plant the seeds
of a regional security architecture for Northeast
Asia, particularly in the nuclear security/counter-
proliferation realm.

Considerations of national capacity then led
to debate on the appropriate role of international
organizations like the IAEA in the dismantlement
and verification process, which, not surprisingly,
became a significant point of dispute. One par-
ticipant who had attended IFPA’s March 2005
workshop in Shanghai noted that during the
meeting, a Chinese commentator indicated that
Pyongyang might be reluctant to allow the IAEA
back into the country, and, paradoxically, might
actually prefer an American team.1? This com-
mentator even suggested, “If North Korea ends up
making a strategic decision to dismantle its nuclear
programs, but refuses to allow the IAEA in during
certain phases, I think this a concession we will
certainly be ready to make.”

Others, though, saw the need for an IAEA role
at some point in the process. One participant stat-
ed, “Assuming the five parties return the situation
to the point where North Korea does not have a

the United States, Russia, and China were doing 12 IAEA inspectors were ejected from North Korea in December 2002,

just before Pyongyang’s formal withdrawal from the NPT.
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nuclear weapons program, that is when the IAEA
should come in to reestablish a baseline and ini-
tiate its safeguards role as North Korea reenters
the NPT.” But another participant disagreed, stat-
ing that “since the IAEA is responsible for nuclear
materials accounting, it would actually have to be
involved from the beginning of the denucleariza-
tion process.” An Australian participant agreed that
the IAEA should play a role early on, but mostly
because this would “indicate that we are dealing
with a global proliferation issue, rather than sim-
ply a local or regional one.”

Regardless of what role (if any) the IAEA ends up
playing in dismantling North Korea’s nuclear weap-
ons, the multi-party group will need to establish
some kind of framework for coordination between
and among the various actors that are involved, par-
ticularly when those actors could have overlapping
(and, it is hoped, mutually reinforcing) roles and
responsibilities. For instance, a Chinese participant
pointed out that all four existing nuclear weapons-
free zones (NWFZs)—in Latin America, Africa,
Southeast Asia, and the South Pacific—have their
own verification regimes in addition to the IAEA.
He proposed, “Because dismantling North Korea’s
nuclear weapons program is beyond the capabil-
ity of the IAEA, the three major nuclear powers
involved in the six-party talks [the United States,
China, and Russia] may have to establish an initial
dismantlement and verification regime. Then, the
two Koreas could set up a peninsular verification
institution according to the 1992 Denucleariza-
tion Agreement, which specifically calls for such
aregime. Last, in the future, a North Korean-Japa-
nese verification regime could be established.”

But how would these various regimes and actors
coordinate with one another? Workshop partici-
pants generally agreed that establishing a “unified
command” would be critical. One participant
thought that the situation would require “one chief
to make sure that the work of one actor does not
impinge on another.” Many of the participants who
had field experience with dismantlement and veri-

fication agreed that these endeavors require a lot of
people, and that it is critical to determine who will
run day-to-day operations on the ground. An Amer-
ican participant even warned that “if the country
being inspected can easily identify where your coor-
dination weaknesses are, it will exploit them.”

Moreover, countries (and organizations) bring
their own methods to the table in any multilateral
undertaking, and differences in standard operating
procedures can create problems. For example, some
participants with nuclear monitoring experience
indicated that Russian nuclear safety standards
are very different from those in the United States.
One participant also stated, “The U.S. and Japa-
nese approaches to nuclear materials accounting
are similar to each other, but very different from
other countries. If discussions on such matters take
place before implementation begins, you can arrive
at an agreement rather than have the discussion
the day before deployment.”

Considering these hurdles, participants looked
again at the nuclear dismantlement of Libya since
December 2003 and generally concluded that
North Korean denuclearization would be a much
more difficult undertaking, in part because, as one
American participant noted, Libya’s dismantlement
was handled largely by a single country (the Unit-
ed States), and the capacity for undertaking most
of the required tasks existed within one bureau of
a single government agency (the U.S. State Depart-
ment’s Bureau of Verification, Compliance, and
Implementation). Adding to the complexity of the
North Korean case, this participant suggested, was
that “much of the necessary equipment for disman-
tlement will have to be built, and there are several
coordination challenges. For example, we will have
to determine the type and amount of support that
the six parties, international organizations, and
other countries can provide, and how best to coor-
dinate all of these contributions. There must be
unity of command in any multilateral mechanism
we set up to implement a denuclearization agree-
ment in North Korea. There should be only one
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voice that communicates with Pyongyang while
inspection activities are implemented. The other
five parties and the IAEA should establish a work
plan to accomplish this.”

But even if an effective work plan and coordi-
nation mechanism are developed before the start
of dismantlement in North Korea, one American
participant warned, “No inspection process is free
of disputes between the country being inspected
and the inspectors, and between the inspection
goals and the political objectives. Disputes arise
because even the best of inspectors will look at the
same set of facts but arrive at different conclusions.”
A dispute resolution mechanism will certainly be
important for the six-party group to develop. In
fact, the lack of this kind of process was one of
the factors that plagued the 1994 Agreed Frame-
work, since there was no agreed-upon process for
addressing U.S. charges that North Korea had an
active program to enrich uranium. A six-party
working group would have many organizational
precedents to examine for the purpose of con-
structing a dispute-resolution system for a North
Korean denuclearization agreement. For example,
the Brazilian-Argentine Agency for Accounting and
Control of Nuclear Materials (ABACC) uses a five-
member arbitration panel, while the Agency for
the Prohibition of Nuclear Weapons in Latin Amer-
ica and the Caribbean (OPANAL) sends disputes
to the International Court of Justice, the judicial
branch of the UN.13

In addition to dispute resolution, other struc-
tures and processes could be developed into a
regional organization capable of overseeing the
dismantlement of North Korea’s nuclear weapons
program. An American participant suggested that
there may need to be two tiers of authority for dis-
mantlement and verification, suggesting that the
tirst would be a “multilateral implementation sup-
port element within North Korea to assist with
the arrival, departure, and day-to-day activities of
teams coming in. This element would also be the
principal interlocutor with the North Koreans to
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ensure continuity. But there should also be another
entity that does more of the strategic thinking and
provides instruction to the teams. There should be
a campaign plan to lay out the various functions
required and the priorities.”

Indeed, many participants agreed on the value of
establishing a multinational, multidisciplinary (or
interagency) group to focus on DPRK nuclear dis-
mantlement. One participant thought that “such an
institution could rely purely on bureaucratic inter-
actions rather than on the political plane of the
six-party process.” This suggestion is interesting
when considering that other workshop participants
stressed throughout the meeting the importance of
enhancing interaction and understanding between
the personnel representing the technical and diplo-
matic tiers of the North Korean nuclear issue. For
example, a participant declared, “If we set up a
multinational, interagency group to coordinate dis-
mantlement and verification, to make it effective
there would need to be a political entity to report
to occasionally in the case of decisions that need
to be made by minister-level officials. We need a
mechanism to handle the technical details and the
ability to obtain guidance, because during the pro-
cess there will be issues that need to be resolved
at a higher, political level.” Perhaps, then, both
dynamics are needed: enhanced understanding
regarding technical issues on the part of the poli-
ticians to facilitate the front-end negotiations, but
also a separate track of purely scientific/technical
cooperation—that would be both multilateral and
interagency—to remove politics from the pre-agree-
ment, capacity-building element of this endeavor as
much as possible.'4

Other issues that could be addressed by a six-
party capacity-building working group include
planning for certain contingencies, such as prevent-
ing the accidental detonation of a nuclear weapon

13 See the table “Outline of Selected Multilateral or Regional Orga-
nizations to Promote Discussion Regarding their Applicability
for Northeast Asia,” at http://www.ifpa.org/confwrkshp/Hono-

luluo206.htm.

14 See Schoff, Perry, and Davis (2005, 69-73) for a discussion of
monitoring and verification technologies and how they can be
combined with the political structure of the six-party process.
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Should a Six-Party organization play a post-agreement role with respect to ensuring DPRK compliance
with its negotiated verification and dismantlement obligations?

—55.5%

No —11.8%

Develop in-house capabilities to carry out inspections and monitoring activities, and
to oversee North Korea's nuclear disarmament —11.1%

Outsource the above mentioned activities to another organization (e.g., the IAEA or
an UNMOVIClike organization), but assume an oversight and dispute resolution role

Develop some in-house capabilities, but share the inspection and monitoring
activities with an outside organization —22.2%

Yes —88.2% If yes, what should this role be?

Participant Comments

The six-party group could also play an intelligence-sharing and “defining the problem” role.

Key to compliance is to make sure elite North Koreans understand it is in their own interest to comply...need to create vested

interests inside the DPRK in favor of compliance.

being dismantled or transported. “North Korean
weapons,” one participant stated, “are probably not
equipped with three-point safe design. But if you
leave everything to the [U.S.] State Department,
this is the last thing they would ever worry about.”
This comment then brought up the potential impor-
tance and benefit of involving the North Koreans

in the denuclearization process, because, as one

participant stated, “We will have to decide how to

safely dismantle these nuclear weapons, and the

essence of safe and successful dismantlement is in

knowing how the weapon was put together in the

first place. If you don’t know the design, disman-
tlement can be very difficult.”

Despite the current stalemate in the six-party
talks, therefore, there are tangible benefits that may
accrue from holding capacity-building discussions
in anticipation of a North Korean decision to elim-
inate its nuclear weapons programs. One workshop
participant recognized that “if we decide to wait
until the six-party talks are successful before hold-
ing capacity-building talks, we will be waiting a long

time. The interim period could be used to estab-
lish a timetable for denuclearization and develop
a verification regime.” Another participant wisely
pointed out that “the worst thing that could happen
would be that dismantling the North Korean nucle-
ar complex ends up flaring tensions or destroying
ties among Japan, the ROK, China, and the United
States. Such misunderstandings about the process
of verification and dismantlement can be avoided
by spending a few years discussing these things
beforehand.” The assessment of such an endeavor,
in particular, would have value even if the six-party
process falls apart, and/or if North Korea becomes a
declared NWS, as either event would likely require
an alternative approach to Pyongyang among the
other five parties (and perhaps other countries
and agencies) based upon a thorough understand-
ing and, ideally, consensus regarding the scope of
the North’s nuclear infrastructure.

The foregoing analysis has provided something
of a ready-made agenda for a dismantlement and
verification working group that could be instituted
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in the near future, even in the absence of an offi-
cial, six-party negotiating forum. That agenda might
include such topics as (1) the extent of nuclear dis-
mantlement and dealing with the limited access
that might be granted to a follow-on inspections
regime; (2) coordination among the various actors
involved in the process, particularly between the
political and technical tiers of authority; (3) recon-
ciling national differences in standard operating
procedures; (4) establishing a unified command
structure; (5) agreeing on an appropriate frame-
work for sharing (and restricting) information; (6)
dispute resolution mechanisms; and (7) contingen-
cy planning.

Solutions to the obstacles that will likely be
encountered during the dismantlement process
will not be developed easily. As one participant
noted, “There are so many questions that need to
be resolved before we attempt to dismantle North
Korea’s nuclear weapons programs. Who is going
to pack North Korea’s fissile material, and where
will it go? Any nation that agrees to accept North
Korea’s highly enriched uranium or plutonium will
need a significant amount of advanced warning
to prepare to receive it. Unlike the dismantlement
of Libya’s WMD programs, there are no pre-exist-
ing agreements with other countries whereby they
would receive the DPRK’s fissile material. In the
case of North Korea, we are essentially starting
from the beginning, since there are no regional
agreements and institutions that can facilitate the
dismantlement process.”!> Preparations can and
should begin now, understanding that this will be
a lengthy process. Whatever the outcome, these
deliberations can only contribute to more timely
action when the DPRK nuclear challenge is poised
for resolution.

Denuclearization & Verification | An IFPA Workshop Report

15 In December 2003, Russia accepted seventeen kilograms of Rus-
sian-origin highly enriched uranium from Libya as part of the
Russian Research Reactor Fuel Return (RRRFR) program. Under
this program, developed by the United States and Russia in Decem-
ber 1999, more than a dozen countries are eligible to receive U.S.
assistance to ship their fresh and spent reactor fuel to Russia for
secure management.
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Security
Assurances

While North Korea continues to insist that it could not possibly relinquish its
nuclear deterrent before it receives credible and binding security assurances
from the United States (and perhaps multilateral assurances via some form of
a six-party pledge), considerable uncertainty still exists, workshop attendees
acknowledged, as to what precisely Pyongyang really wants by way of securi-
ty assurances, how such assurances could be most effectively and responsibly
conveyed and codified, and the degree to which they could (or should) ever be
viewed as irreversible. A key operational challenge, one American participant
suggested, is that any effort to reassure North Korea is likely to bring with it
some degree of reduction in the ability of U.S. forces, in tandem with their ROK
counterparts, to deter Pyongyang. If the United States and its allies are to assure
the North, they must, it was argued, be willing to accept a greater amount of
risk with regard to their overall deterrent posture, and they may have to change
as well the way in which they speak about their deterrent capabilities.

Seen in this light, security assurances and deterrence are the “flip sides of
the same coin,” and it will be rather difficult, this same participant stressed, to
maintain a balance between the two that satisfies all parties. A Japanese partic-
ipant echoed this concern, and wondered aloud whether the DPRK’s demand
for security assurances wasn’t really rooted more in the North’s desire to weak-
en the U.S.-ROK alliance and to limit the ability of Washington and Seoul to
threaten in a convincing way any option to attack the DPRK, whatever the prov-
ocation. That, he argued, was really an unacceptable eventuality.

In response, another American participant stressed that the only way “you can
reassure and deter at the same time is...by not making security assurances irre-

2«

versible.” “In fact,” he continued, “security assurances are only credible if they are
conditional...you don’t give blanket assurances like ‘regardless of whatever you
do, I'won't do something’...[there must be an equal] assurance that if you don’t

live up to your end of the bargain, then there are going to be consequences.” In
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this sense, he explained, security assurances must
be mutual and reversible to be credible. Unfortu-
nately, it was further suggested, at this moment the
North Koreans don’t seem to believe that anything
they might do would result in serious consequenc-
es, which makes it very difficult to move forward
intelligently toward an acceptable set of security
assurances. The same participant added that the
situation has not been helped by an inclination on
the part of the current South Korean government
to avoid taking a tough line on Pyongyang, refusing,
for example, to impose even economic penalties on
the DPRK when it takes additional steps toward a
more explicit nuclear weapons posture, boycotts
the six-party process, or engages in other provoc-
ative behavior.

Not surprisingly, a number of ROK attendees
took issue with this last comment regarding Seoul’s
reluctance to push back on the North Koreans,
pointing out that while President Roh has indeed
made it clear that he would not support the use of
military force as a way to halt Pyongyang’s pursuit
of nuclear capabilities, he had also made it very
clear to the North Korean leadership that further
bad behavior on their part could lead to a cutoff of
South Korean economic assistance and cooperation
and possibly to economic sanctions. So, from this
particular perspective, assurances from Seoul, it
was argued, have been conditional, albeit with an
emphasis on economic rather than military retali-
ation.1® Moreover, on the specific issue of security
assurances, it was not what South Korea said or did
that really mattered, a number of South Korean
and Chinese participants emphasized, but what the
United States said and did. Comments along these
lines led, in turn, to statements by these same par-
ticipants that the DPRK was really operating from
a position of relative weakness (compared to other
powers in the region), that its headlong pursuit of
nuclear weapons reflected its deep sense of inse-
curity (especially vis-a-vis the Unites States), and
that it was going to take a grand gesture from the
more powerful country (i.e., the United States) who

could afford to be magnanimous to get forward
movement in the six-party process.

One important gesture on the part of Washing-
ton, an ROK participant who has negotiated with
the DPRK proposed, would be for American offi-

>

cials to avoid what he termed “imprudent rhetoric’
(e.g., “axis of evil”, “outpost of tyranny”), for “the
politics of North Korea is all about face saving, with
the politics of words and the recognition of identi-
ty taking center stage...These are very important
issues which most Americans tend to underesti-
mate...” This was in no way meant to ignore, he
added quickly, the torrent of absurd and hyperbol-
ic language used by Pyongyang to describe the U.S.
leadership, as well as its South Korean and Jap-
anese allies. It was simply to suggest that when
more neutral language was used—as in the case
when President Bush deliberately referred to the
DPRK leader as “Mr. Kim”—reactions from Pyong-
yang were more positive and the opportunities for
progress in resolving the nuclear dispute seemed
greater. So, toning down the “axis of eviltype com-
ments, he added, would be a good way to indicate to
Kim Jong-il and the DPRK leadership—who, in his
view, craved above all else to be treated as “legiti-
mate”—that the United States truly would adhere to
a policy of “non-hostile intent” toward the DPRK.

As for North Korea’s sense of insecurity (and
its need, therefore, for security assurances), one
Chinese participant noted that “a Cold War par-
adigm filled with intense mutual hostility still
exists on the peninsula, and, while both Japan and
South Korea benefit from the American policy of
extended deterrence, and China and Russia can
each rely on a credible nuclear deterrent, North
Korea is the only country in the region without a
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16 As evidence that Seoul has indeed been willing to impose eco-
nomic costs on Pyongyang, one South Korean attendee suggested
that critics should note that there were still just eleven compa-
nies in the Gaesong industrial complex as of February 2006,
whereas the original plan was for more then 350 by June 200s5.
The Roh government, he argued, was deliberately maintaining
a slow pace of development as a way to demonstrate to North
Korea the opportunity costs of dragging its feet on the nuclear
issue and progress at the six-party talks.
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legitimate security assurance.” To this, a number
of Chinese participants added that even though the
1961 Treaty of Friendship, Cooperation and Mutual
Assistance between North Korea and China remains
valid, “China has signaled to the DPRK that Arti-
cle 2 [which addresses China’s commitment to the
defense of North Korea] is not an unconditional
security guarantee. Whether China intervenes
militarily will depend on the specific origins and
evolution of a conflict. Indeed, some in China have
called for amending the treaty so that North Korea
is under no illusions regarding the nature of Chi-
na’s commitment to its defense, but most officials
do not want to [do so] given the sensitivity of [Sino-
DPRK] bilateral relations.”

One participant who has interacted extensively
with DPRK officials went on to note his belief that
recent U.S actions (however justified) with regard
to North Korea’s illicit economic activities seemed
to have increased Pyongyang’s sense of insecuri-
ty: “I perceive North Korea to be deeply persuaded
by current events...that the United States has not
made the strategic decision to coexist with the rul-
ing regime in Pyongyang. The sanctions placed on

Would the United States refrain from all actions
that could undermine the Kim Jong-il regime
and guarantee peaceful coexistence, if North
Korea verifiably dismantles its nuclear
programs and rejoins the NPT?

Yes— 18.8%

No—81.2%

Participant Comments

The threshold of what Pyongyang might perceive as
“undermining” is so low that the United States could never
meet it, even if there were such a consensus — which there is
not.

U.S. has explicitly said that it will take more than denuclear-
ization to bring about a “true” normalization. Overt steps to
squeeze DPRK would stop, but “peaceful coexistence” is not
likely until the DPRK undergoes more meaningful transfor-
mation.
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BDA seem to have proved to DPRK officials that
the real intention of the United States is to change
the regime in North Korea.”

This comment led a Chinese attendee to cau-
tion that it was, in his opinion, counterproductive
to try and offer (as he felt some American officials
do) security assurances to the state but not the
regime, because they are really one and the same,
and efforts to distinguish between the two simply
increase Pyongyang’s paranoia. A Japanese attend-
ee who had often negotiated with North Koreans
tended to agree with this observation, adding that,
in his opinion, “neither ensuring the security of the
state nor the preservation of the socialist system
represents the core components of a security assur-
ance for the DPRK. Rather, Pyongyang’s key aim
is to ensure the continued rule of Kim Jong-il and
his heirs. For this reason the regime is very sensi-
tive to attempts by outsiders to undermine its hold
on power.” Workshop participants who saw this
dimension of regime sensitivity as the key prob-
lem in fashioning an effective security assurance
tended to agree as well with the notion (already
mentioned earlier) that a “gentler, more respect-
ful dialogue” and more opportunities for direct,
bilateral exchanges between the United States and
the DPRK (as a core part of a wider multilateral
approach) would likely be more productive.

On the other hand, an American participant
contended that those seeking to engage the DPRK
should be careful not to “limit [their] discussion
of security assurances solely to devising ways of
making North Korea feel more assured. Both
Japan and South Korea are threatened by North
Korea’s missiles and WMD programs. How would
South Korea feel if we told North Korea that we
will never attack under any circumstances? South
Korea would rightly conclude that the United States
would not defend it in the case of a North Kore-
an invasion.” Still another American participant
reacted quite negatively to the suggestions of sever-
al attendees, principally from China and the ROK,
that the DPRK was somehow uniquely insecure,
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stating that he “strongly disagreed with the argu-
ment that North Korea is the least secure country
in Northeast Asia. Do you really believe that the
United States would have tolerated for fifteen years
a North Korean nuclear program if we could have
destroyed it with conventional forces? The rea-
son they still have a program is that North Korea’s
conventional forces have successfully deterred the
United States from undertaking military action,
which would have started a second Korean War.
Therefore, to argue that North Korea is the least
secure country in the region ignores the reality of
a stalemate that has presided on the peninsula over
the last fifty years.”

One Japanese participant concurred with this
sentiment, observing that “as Ilook at the military
balance on the peninsula, I essentially see a stale-
mate. North Korea can penetrate into the South,
but it could never reach Pusan. Furthermore, if it
did penetrate deep into South Korea, this would
give us the opportunity to destroy North Korea’s
military. North Korean officials are aware of this
possibility, and would therefore be reluctant to
launch a full-scale invasion of the South. But at
the same time, the United States and South Korea
could never occupy all of North Korea. It is not pos-
sible for either side to carry out a decisive military
campaign that succeeds in completely occupying
the entire peninsula. Therefore, one way of assur-
ing North Korea is to make it aware of the enduring
nature of the current stalemate.” Hence, if the Unit-
ed States were ever to diminish its deterrent posture
on and around the peninsula in order to appear

“less hostile” and more reassuring toward the DPRK,
as some suggest it should, it might in fact undercut
that stalemate and destabilize the region.

Speaking further on the issue of stalemate on
the peninsula, a former U.S. military official with
extensive experience in the Asia-Pacific theater
noted that during the 1960s, 1970s, and 1980s when
the North Koreans engaged in rather provocative
behavior on a fairly regular basis (seizing the Pueb-
lo, launching guerrilla raids up and down the east

coast of South Korea, downing a U.S. reconnais-
sance plane, and even blowing up a good portion
of the South Korean cabinet in Rangoon), they still
“successfully deterred an attack upon themselves, no
matter how bad their behavior had been.” So why,
he went on to ask, do they suddenly need some spe-
cial form of security assurance? And if the argument
was that Pyongyang needed additional reassurance
against future strikes by a U.S. administration that
seemed more willing to use military force, why, he
asked, didn’t the DPRK badger Washington for fur-
ther security assurances during the 1990s when
American forces were on the offensive in Panama,
Somalia, Bosnia, and in the Persian Gulf, among
other hot spots? Of course, one can take such a
line of inquiry only so far, it was acknowledged,
as a way to explain present circumstances, since
the conventional military balance on the penin-
sula had certainly shifted in recent years to the
relative disadvantage of the DPRK, thereby increas-
ing Pyongyang’s interest in acquiring asymmetric
counters (i.e., missiles and WMD) to stronger U.S.
and ROK conventional assets. This makes it all the
more likely that the DPRK would demand some
measure of compensation in the security realm for
giving up its nuclear options. The main point, how-
ever, was that one shouldn’t just uncritically accept
the argument that North Korea’s was an insecure
leadership, operating from a siege mentality.
Another participant who has long negotiated
with Pyongyang raised doubts as well about the
degree to which North Korea’s presumed insecuri-
ty and consequent emphasis on military readiness
were rooted in the external threat perceptions of
its leadership as opposed to domestic/party politics.
“North Korean demands for a security assurance,” he
recalled, “have waxed and waned in the past. Some-
times Pyongyang is sensitive to perceived external
threats, and at other times this concern is less acute.
Given the lack of transparency within North Korea,
it is very difficult to attribute causes to its demand
for a security assurance. It may indeed be due to
external circumstances, but it may also be a func-
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From this point forward, how do you rate the value from 1-10 of the Six-Party process as a forum for
contributing to broader peace and stability in the region (not specifically tied to the nuclear problem)?

— 0,
Essential 10-5.6%
9-22.2%
. 8-33.3%
High value
7-5.6%
6—5.6%
Moderate value
5-16.7%
4-0%
Low value
3-5.6%
2-0%
No value
1-5.6%

Participant Comments

A nuclear breakthrough makes many things possible. Without it, | can envision a group of five focusing on

transnational/economic issues, but not six.

Value has been growing steadily in this area. Success or failure of the six-party process will not greatly advance or diminish

the regional value.

tion of domestic politics, especially considering the
role of the military in their political system. The
establishment of Pyongyang’s ‘military first’ pol-
icy, for example, began in 1998 when there was
no conceivable military threat to the DPRK. That
indicates a significant role for domestic political
forces in determining their foreign and security
policies, and as a result there may be little that a six-
party process can do in terms of allaying their fears.”
Viewed from this angle, while security assurances
that adjust the external conditions that may influ-
ence North Korea’s military posture might make
Pyongyang happier, they may in the end do little
to diminish the underlying internal motivations
for the DPRK’s military investments, including in
the nuclear realm.

This observation led to a more focused discus-
sion of what precisely Pyongyang was looking for
by way of security assurances and the conditions
under which such assurances should be provided.
As one Japanese participant put it, “As we debate
whether to provide North Korea with a security
assurance and the best means for doing so, it is
important to introduce a degree of precision into

our analysis. Specifically, what actions do we want
to provide assurance against? Is North Korea inter-
ested in receiving assurances that the United States
and South Korea will not invade and occupy all of
North Korea, including Pyongyang? These assur-
ances would be meaningless, since these objectives
are not possible. Does North Korea want to be
assured that the United States will not respond mil-
itarily against North Korean territory in the event
of a North Korean invasion of South Korea? Ulti-
mately, there are limits to the degree of assurance
we can provide North Korea.”

This is true, an American attendee stressed,
especially with respect to emerging North Kore-
an notions of “irreversible security assurances.”
DPRK “think-tank types,” he informed the work-
shop, have engaged in ongoing discussions with
their Chinese counterparts since the September
2005 joint statement aimed at trying to determine

“how you can make a security assurance irrevers-
ible,” and one of these DPRK think-tank types, he
continued, recently argued that the “only way you
can make it irreversible is to get the Americans
out and keep the Japanese away,” which was clear-
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ly unacceptable to Washington, Tokyo, and other
U.S. friends and allies in the region. To the extent,
then, that the DPRK’s version of a proper security
assurance requires a substantial retraction and/
or dismantling of America’s alliance network in
Northeast Asia, there was, it was generally agreed,
no chance for forward progress on this front.

On the other hand, a South Korean participant
stressed that the North Koreans have been fairly con-
sistent, in his opinion, on what they really need by
way of security assurances from Washington, and it
was much less far-reaching than the “get the Ameri-
cans out and keep the Japanese away” formula noted
above. “The North Koreans,” he argued, “essentially
make three demands on the United States: a pledge
of ‘non-hostile’ intent and policies; mutual respect
for state sovereignty; and non-interference in domes-
tic political affairs. The September 2005 joint state-
ment encompassed the first two requirements, but it
did not directly address the issue of interference in
internal affairs. My sense is that the United States
balked at providing explicit assurances regarding its
non-interference in North Korean domestic affairs.”
Yet another South Korean attendee suggested that
America’s apparent reluctance to make an explic-
it pledge of non-interference was probably tied to
the Bush administration’s growing focus on human
rights issues and democratization, a focus that he felt
diverted U.S. attention from what should be a priority
effort to contain and dismantle the DPRK’s nuclear
assets. While understandable and noble, U.S. initia-
tives on the human rights/democratization front, he
implied, led to an inconsistent policy on North Korea,
and one that did not, in his view, always advance
the cause of DPRK denuclearization.

According to one American participant, howev-
er, a single-issue focus along these lines (i.e., deal
with nuclear issues first and foremost) could prove
problematic, since “the promotion of democracy
and human rights plays a prominent role in U.S.
foreign policy, and at times may supersede calcula-
tions of national interest. For example, in May 2005
the United States complained about human rights

violations in the aftermath of a violent crackdown
on protestors in Uzbekistan, and we were subse-
quently asked to pull out of two key military bases

in that country. So when we examine U.S. promo-
tion of democracy and human rights in Northeast
Asia, we need to keep in mind the global context of
U.S. foreign policy.” Moreover, the recent American
focus on illicit economic activities, it was argued by
other attendees, certainly “hit them where it hurt,”
and brought a degree of pressure on the North Kore-
ans that they could not easily ignore and that might

very well prompt more cooperative behavior with

respect to other issues, such as the six-party talks.

That said, it was suggested as well by another
U.S. attendee that Washington had not done a very
good job explaining either to the DPRK or, more
importantly, to the other six-party nations why the
BDA-related actions were taken in the September
2005 timeframe rather than much earlier. “Every-
one knows,” he went on to say, “that the North
Koreans are a bunch of criminals...The problem is
that everyone is convinced that the timing of our
action was aimed at trying to undermine the six-
party talks.” Of course, this was not the case, he
and others were quick to add, but the impression
was made, and it had not been countered clearly or
forcefully enough. As a result, critics of U.S. policy
could point to the BDA decisions as evidence that
the Bush administration was not serious about pur-
suing negotiations with Pyongyang on the basis of
the September 2005 joint statement. This, in turn,
allowed America’s intentions—confidence in which
was so important to the issue of security assuranc-
es—to be called into question.

On the specific issue of what Pyongyang really
wants from Washington in terms of a “non-hostile
policy,” another American attendee stressed that
the North Koreans actually have been remarkably
clear and consistent on this particular point. The
problem, he added, was not in knowing what they
wanted, but rather that it was impossible to give.
Elaborating on this general theme, he informed
the workshop that “as recently as two months ago,
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they [the North Koreans] told me the way you can
demonstrate your hostile policy has gone away is
by agreeing to give us light-water nuclear reac-
tors...You can also do that by recognizing North
Korea and removing all your sanctions. Then we
will believe.” The bottom line, he concluded, is that
Pyongyang’s definition of what the United States
needed to do before the DPRK would be ready to
“take the next step” was politically unacceptable.
Any American president who agreed to such terms,
he emphasized, would be impeached.

Another U.S. attendee who had been directly
involved in developing U.S. policy toward North
Korea added that, from his perspective, it was not
really productive to try to predetermine what pre-
cisely would assure Pyongyang in the way and
degree required (especially via reference to what
the North has said in the past), because Pyongyang’s
views on what would assure them have changed
more than once in recent years. What was need-
ed at this point, he went on to argue, was for the
North Koreans “to commit not just to come back
[to the six-party talks], but to stay and engage in a
much more sustained negotiation...and to tell us
within that process what it takes fundamentally to
provide the kind of assurance they want.” There are,
he emphasized, “all sorts of creative ways to reas-
sure them, but we need them to tell us what they
want” as part of an active, real-time dialogue.

Building on this theme, a South Korean partici-
pant argued that providing a security assurance was

“not really about some written document of non-
aggression” or other specific commitment. Rather,
he suggested, it was more about adopting an over-
all approach to the North that would signal, from
the DPRK's perspective, peaceful intentions. In this
same vein, he stressed as well that, despite North
Korean public comments to the contrary, he did not
think the level and deployment of U.S. forces on and
around the peninsula were as much of a concern
to Pyongyang as were uncertainties regarding per-
ceived U.S. strategic intentions (as alluded to above
in connection with the BDA affair). “Changes in

political intentions rather than in military forces,”
he claimed, “are more important in terms of fash-
ioning a security assurance for North Korea. Mili-
tary forces are fungible assets. They can be used for

a number of different purposes, depending on the

intentions of the political leadership. If North Korea

perceives benign American intentions, then the mil-
itary posture of the United States in the region will

not be a big problem.” Viewed in the broadest terms,
it was normalization of relations, he concluded, that

the DPRK leadership really craved from the Unit-
ed States (and, secondarily, Japan), and all the other
explicit security assurances one might imagine were

subservient to that higher objective.

To jump-start a shift in approach that could help
build trust and hold out the prospect of normaliza-
tion, a Chinese participant proposed that President
Bush entertain a bold initiative along the lines of
President Nixon’s opening to China in 1971-72. A
top-down approach, perhaps involving the appoint-
ment of a new U.S. special envoy and/or reciprocal
visits by high-ranking U.S. and DPRK officials,
would, he added, bring the best results, if the Sino-
American rapprochement was any model. A similar
approach was advocated by a South Korean par-
ticipant, who argued that the only way to bridge
what he called the “trust gap” between Washing-
ton and Pyongyang was by means of a “high-profile,
signature program...with high-powered delegates
coming and going.” A top-level approach along
these lines was required, he added, because “only
their [North Korea’s] leaders can make decisions...
once the leaders make decisions, then all the tech-
nical details can be dealt with.” In contrast, given
the political structure of the DPRK, pursuing only
(or primarily) mid-level exchanges would be very
time consuming and protracted, and, worse still,
could, in his view, actually increase distrust, given
the constraints often imposed on North Korea’s
expert-level negotiators.

This highlights some of the unique challenges
posed by the issue of security assurances in a capac-
ity-building context, since there is less to assess in a
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tangible way, and most details of design depend on
the nature and scope of high-level political decisions
regarding how far to extend and in what manner
to accept the agreed-to assurances. There are, of
course, some details that can be discussed within a
multilateral working group on security assurances
and this effort should move forward, but it is like-
ly that this discussion will lag behind that of the
two other capacity-building working groups men-
tioned earlier. In many ways, it will be progress in
the working groups on economic engagement and
dismantlement/verification that could help to foster
some confidence among the parties that a work-
able agreement addressing each country’s main
concerns is possible. This could, in turn, lead to
progress on the security assurances front.

In an effort to offer some pragmatic steps
forward that could bear fruit, a South Korean par-
ticipant went on to outline a phased process of
trust building and gradual normalization, where-
by the North would first freeze its nuclear activities
(including explicit pledges not to conduct a nucle-
ar test or to transfer nuclear materials to third
parties), return to the NPT regime, and agree to
TAEA safeguards, though the precise sequencing
and timeframe of each step might be negotiable.
In return, the United States and its allies could
offer a range of security assurances to Pyongyang
in the form of classic confidence-building measures
(CBMs). This might include political CBMs, such
as the high-level visits discussed above or verbal
commitments not to use force against the DPRK,
as well as military CBMs, such as military-to-mili-
tary talks, information exchanges, and notification
and observation of military exercises.

At the same time, while the United States would
not likely provide substantial economic assistance
to the DPRK, it could certainly play a role, he went
on to propose, in setting up a multilateral frame-
work for the provision of such assistance by other
regional powers, demonstrating that Washington
was no longer trying to isolate North Korea. Even-
tually, the CBM/trust-building process would evolve

into a more institutionalized and permanent peace
treaty regime on the peninsula, though this, he
acknowledged, would be a complicated and proba-
bly quite time-consuming process involving at least
four parties (the United States, both Koreas, and
China). Along the way, the six-party process itself,
he suggested, could evolve toward a broader, more
regularized set of discussions, ideally involving reg-
ular foreign- and defense-minister meetings and
even summits involving heads of state, all of which
would create an interlocking web of mutual secu-
rity assurances.

As appealing as they were, however, a num-
ber of these proposals were thought by more than
one workshop participant to be premature and/or
overly ambitious. Remembering how ill-prepared
Tokyo was for serious CBM talks with Moscow in
the early 1990s (and, conversely, how relatively
sophisticated the Russians” approach was, based
on their European Helsinki process experience), a
Japanese attendee, for example, wondered wheth-
er the North Koreans were really ready for such
exchanges or would be any time soon. The Japanese,
he continued were highly suspicious and skeptical
of Russian suggestions in the CBM realm, even
though they were quite rational, feasible, and ben-
eficial to both sides. “My guess,” he added, “is that
we need to let the North Koreans get better pre-
pared for these kinds of talks, but first via much
easier ones. For example, an incident-at-sea agree-
ment not with the United States, but with China,
and rules on prior notification of military activ-
ities between Russia and the DPRK. That would
help North Korea to become more experienced.” In
other words, once it establishes a track record of
CBM success with countries it more or less trusts,
Pyongyang might be more willing to discuss and
eventually implement a more challenging series of
CBMs involving the United States, Japan, and, to
be sure, South Korea.

As for calls for higher profile, top-level exchang-
es, to include six-party-wide ministerial meetings,
they would, one American participant agreed, be
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What role, if any, should a Six-Party organiza-
tion assume with respect to providing security
assurances to North Korea?

(@) None —0%

(b) It should act as a forum for negotiating a
politically or legally-binding non-aggression
pact or no-first-use of nuclear weapons
agreement —17.6%

(c) It should act as a forum for
negotiating confidence- and security-
building measures —29.4%

Both (b) and (c) —35.3%

Other (please explain) —17.6%

Participant Comments

Other. Similar to b except it could serve as a forum for NWS
to promise never to use nuclear weapons against NNWS (i.e.,
Japan, ROK and DPRK, if it chooses to go NNWS route). But
they should offer no assurances for new nuclear states.
International security assurances should never be given to
any person or regime.

The six-party format is not an easy “negotiating” forum. Its
role is better to approve, observe, and support a regional
security regime that leaves the specifics of implementation
to individual countries.

>

welcome developments, but “the reality right now,’
he stressed, “is that we can’t even get the senior
officials to a plenary, so it’s a little idealistic to be
hoping for broader things.” Recent difficulties in
arranging ministerial and sub-ministerial discus-
sions even among the Trilateral Coordination and
Oversight Group (TCOG) partners (Japan, the Unit-
ed States, and South Korea) seems to offer further
evidence of the difficulties involved in arranging
top-level exchanges, especially if they are multilat-
eral. Aiming a little lower and focusing more on
setting up six-party-related working groups, he cau-
tioned, would be a better bet, for “even if the setting
is not right for another plenary session, the types of
things we are discussing [at this workshop]...such
as defining what a security assurance is or what a

hostile acti