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Preface

This book is a collection of papers and essays presented at the Third
Jeju Peace Forum, which was held June 9-11, 2005. Since it was
launched in 2001, the biennial Jeju Peace Forum has become one of the
most influential and regularized international conferences in the
Republic of Korea, drawing key political, business, media and academ-
ic leaders from Northeast Asia and the world. The Jeju Peace Forum
aims at exploring prospects for peace, security and prosperity in the
region by raising common agendas and generating collective wisdom
through the cultivation of human networks among leaders in the
region. The forum has now become a new brand image for Jeju Island,
which has been pursuing the twin goals of “Jeju as an Island of Peace”
and a “Free International City.”

The Third Jeju Peace Forum, based on the broad subject of “Building
a Northeast Asian Community,” was in particular framed around the
three major themes of peace and security, economic cooperation and
the internationalization of Jeju Island. This volume is a compilation of
papers and comments related to these themes. Compared to previous
years, the third forum paid greater attention to regional economic
issues, such as free trade areas, banking and financial cooperation,
energy security and logistical cooperation. This was a result partly due
to Chairman Mong-koo Chung of Hyundai Motor and the East Asia
Foundation, a generous sponsor of the forum, who emphasized the
importance of regional economic issues during the second forum in
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2003. The Third Jeju Peace Forum was particularly timely and mean-
ingful as the Korean government officially designated Jeju as an
“Island of World Peace” on January 27, 2005.

As this volume comes to press, we are reminded of the truly collec-
tive effort that went into making the Jeju Peace Forum a resounding
success. Although it is impossible to thank everyone by name, we
would like to express our appreciation to the following persons and
organizations for their generous support.

The forum, as well as this volume, would never have materialized
without the generous support of Governor Tae Hwan Kim and offi-
cials of the Jeju Provincial Government. President Bu-Eon Ko and staff
of the Jeju Development Institute gave an outstanding performance for
making the forum successful. We also thank the Ministry of Foreign
Affairs and Trade, the ROK Presidential Committee on Northeast
Asian Cooperation Initiative, the Jeju International Development Cen-
ter, the Kim Dae-jung Presidential Library, the East Asia Foundation,
and the Pacific Century Institute for their generous financial and moral
support. President Chung Seok Ko of the Cheju National University
also deserves our gratitude for co-hosting the forum.

It should also be noted that an unusual level of international collabo-
ration is what made the Third Jeju Peace Forum an astonishing suc-
cess. The Center for International Studies at Yonsei University in
Korea, the Institute of East Asian Studies at Keio University in Japan,
the Asia-Pacific Institute of the Chinese Academy of Social Sciences

Preface 7

and People’s University in China, the Institute of World Economy and
International Relations at the Russian Academy of Sciences in Russia,
and the Edwin O. Reischauer Center for East Asian Studies at Johns
Hopkins University in the United States played an important role in
developing forum agendas and recruiting conference participants. We
thank all of them for their constructive contribution and participation.

Borrowing this occasion of publishing the proceedings of the Third
Jeju Peace Forum into two volumes, we would like to send our
deep-hearted, sincere appreciation to all those who took part in our
small but ambitious effort. Without their sincere contributions, it would
have been impossible for this kind of collective effort to bear fruit.

Last but not least, last-minute efforts for the book were made by Mr.
Hyung Taek Hong, Secretary General of the East Asia Foundation, and
his team of Mr. Dae-yeop Yoon, Ms. Sohee Che and Ms. Joo Hee Suh.
We are grateful for their strenuous efforts.

We remain convinced that the Jeju Peace Forum will continue to
serve as a major regional intellectual hub for shaping ideas, policies
and consensus for the creation of a Northeast Asian Community based
on peace, common prosperity and shared regional identity.

February 28, 2006
The Organizing Committee of the Third Jeju Peace Forum



Contents

Building a Northeast Asian Community [Vol. I]
Toward Peace and Prosperity

Preface | 5

parT | Opening and Welcoming Remarks

Northeast Asan Community and the Idand of
W0r|d Pa;e, Hu .............................. Tae Hwan Kim /

Opening Remarksfor the 3rd Jgju Peace
Forum «--cceeereeermmniiii Chang-Young Jung/

Welcoming Remarksfor the 3rd Jgju Peace
Forum ................................................ Mong_koo Chung /

p.ArT || Political Leaders’ Roundtable
Building aNortheast Asian Community - - -Hae-chan Lee /

Building aNortheast Asian Peace and
Proq)ef”:y ................................. Tomiichi Murayama/

Ushering in aNew Eraof Peace and
Development in Northeast ASa «------x--eee-- Qichen Qian /

21

23

25

29

Contents

Toward Peace and Progperity in
Northeag Asa ................................. Seung-soo Han/

Domestic Palitics and Community-Building
iNnNortheast ASia:-----xcrvreeererrereeenennnn. Eui-yong Chung /

A New Path toward a Northeast Asian

Community .................................... Hwa-Young Lee/
Taking the Lead toward an Adan
Community .................................... Hee-ryong Won /

Security Cooperation in Northeast Asia ---Gen Nakatani /

China s Peaceful Rise and Peace and Security of
Northeast AGa «:--cooovvrrreeeerereriinnneenn. Bijian Zheng /

Chinaand Northeast Asian Cooperation ---zhaorong Mei /

U.S. Palitics and Community-Building
iNn Northeast ASia ------ocoerrrrereeeeeeneeennns Donald Gregg /

42

59

67

77



10

Building a Northeast Asian Community[Val. 1]

parT Il Peace and Security in NEA

Reflections on the 2000 Inter-K orean Summit and
Its Implications for Peace and Security

ontheKorean Peninsula ---+-eveveeeeeeeeeee Dong-won Lim/ 89
The North Korean Nuclear Crisisand Strategy for Breaking
the Current Stalemate ------------ Charles L. (Jack) Pritchard / 98
Japan and North Korea

in Northe@ Asa .............................. Yasushi Akashi / 119

Russian Foreign Policy and
the AsaPacific Region:«-------eeeeeeenees Nicholai Spasskiy / 127

parT IV Building Security Community in NEA

Multilateral Security Cooperation

INNOhEast AGa ----vreerrrrrerrereereiinniens Won-soo Kim / 137
The gx_Pa'ty IE | T James Goodby/ 144
Russiaand Multilateral Security Cooperation

iNNortheast ASia «::--c-rererreeeeeeeeeensenns Nodari Simonia / 173

The North Korea | ssue and Japan’s Approach
to Multilateral Cooperation -«-«-«---weeeeeeeee Haruki Wada / 193

Chinaand Northeast Asian Regiona Security
Cooperation .......................................... Xintian Yu / 204

Contents 11

parT V The Roh Moo-hyun Government and

NEA Cooperation
East Asian Community-Building and ROK’s Northeast Asian
Cooperation Initiative «----eoeeeeeeeeeeeeeee Chung-in Moon / 217
The Roh Moo-hyun Administration and the Vision for
Northeast Asan Cooperation ««---««-«----- Chul-Hyun Kwon / 240
Difficulties of Creeting aNortheast Adan
Community .................................... Hyeong-joo Kim / 245
Promoting Peacein Northeast Asia «--+---xxx--+- Sun-ho Yoo / 247
Three Rillars of Building aNortheast ASan
Community .......................................... Jeffrey Jones / 249
A European Perspective on the East Asan
Community .............................. John Swenson-Wright/ 251
No Easy Routefor
Community-Building  -------eeeeeeeeenes Charles E. Morrison / 257
The Roh Moo-hyun Government and
the Northeast Asan Cooperdtion Initiative:-«------ Meihua Yu / 262
The Northeast Asan Cooperdtion Initiative and
the Role of the ROK Government -+««-+++--+- Nodari Simonia / 268
Northeast Asian Cooperation and
Community-Building  ««--eoeeeereeeeeeeeeeenns Kent E. Calder / 272



12 Building a Northeast Asian Community[Val. 1]

p.arT VI Business Leaders' Roundtable

Internet Innovation in Northeast Asia -+ Jae-woong Lee / 285

Northeast AsasPivotal Role
inthe Globa Economy  «------eveeeeeeeeeeennn. Shin-Bae Kim / 288

Overcoming Obstaclesto Regiona Economic
|nt®ration ............................................. Cai Rang / 205

Problems of Globd Financia Stability ---Mikhail V. Ershov / 297
For the Prosperity of the 21t Century ------ Eiichi Nakajima / 302

Busnessfor aNew Generationin
m .......................................... Kazumasa Terada / 305

parT V| Shaping Grand Design for NEA Cooperation

A Korean Initiative on the Peace and
Prosperity of Northeast Agia --«---veeeveeeeee Su-Hoon Lee / 311

Shaping a Grand Design for Northeast Asian Cooperation
and Community-Building «-------x-eeeee Takafusa Shioya / 339

Northeast Asian Economic Community’s Joint and
Contradicting INtErests ««--«-ceveeeeeeeeeeees Svetlana Suslina / 347

Seoul’s Northeast Asian Cooperation
INitiative «--cccovrrrrrerrimiiiii Kent E. Calder / 351

Contents 13
Northeast Adan Community ««-----e-oeeeeeeee Yunling Zhang / 354
Some Thoughts on Community-Building
in Northeag Asa .................................... Xiao Ren / 372
Index | 378

About Contributors | 383
+Foreign Participants | 383
-Domestic Participants | 388



Contents

Building a Northeast Asian Community[Vol. ]
Economic Cooperation and the Role of Jgju Island

p.ar-T| Diplomats’ Roundtable
Six-Party Talks
The Importance of Multilateral Diplomacy on North Korea
North Korea and a Mutual Security Framework in Northeast Asia
Opening a New Era of Northeast Asian Cooperation
North Korea and a New Framework of Multilateral Cooperation

North Korea and a New Framework of Multilateral Cooperation:
An Australian Perspective

Lessons of the EU for Northeast Asia

p.a-r-Tll Economic Issue: Free Trade Arrangements
Undermining the WTO?
FTA: Regiond Trendsin East Asa
Economic Integration in East Asia
Free Trade Arrangementsin Northeast Asiaand European Experiences



16 Building a Northeast Asian Community[Vol. I]

p-.a-r-Tll| Economic Issue: Energy Cooperation
China, Japan and Russa
Energy Outlook of Northeast Asiaand aRegiona Energy Partnership

p-a-r-TIV Economic Issue: Cooperation in Banking and Finance
Monetary and Financia Integretion
Russiaand the Northeast Asian Countries
Building aBanking and Financial Hub in Korea
Regiondization, Globdization and Financia Reform in Northeast Asia
Financial Integration in East Asa
Asset Management Market in Northeast Asa

The World Development Finance System and the New Development
Bank Approach

p-a-r-TV Economic Issue: Automobiles and Logistics

The Growth Engine of Global Automotive Demands

Competition and Cooperation in Automotive Steel Sheet Production in
East Asa

Cooperation for Competitive Leadership in the East Asian Automobile
Industry

The Asian Highway

The Structure of China s Auto Market in the Future

Auto Industry and Logigticsin East ASa

Contents 17

p-a-r-T VI Foreign Correspondents’ Roundtable
North-South K orean Economic Cooperation
Gaining Accessto North Korea

North-South Korean Economic Cooperation and Northeast Asian
Community

Covering North Korea

Covering the Faminein North Korea

Covering Regiona Flashpoints

I nter-K orean Economic Cooperation and the Northeast Asian Community

p-ar-TVII Making Jeju into an Island of Peace

Historical Background and Challenges to the Designation of Jeju as an
Idand of World Peace

Security and Peace in Jgu Free International City and Multi-level Gov-
ernance for Peace

An “ldand of World Peace’ Symbolizing Peace on the Korean Penin-
ula

Historical Background and Issues in Designating Jgju as an “Idand of
World Peace”’

p.a-rTVIII Making Jeju into an International Free City
Building Jgu Free Internationa City

Building Jegju Free International City and Strategies for Creating a
Tourist Center in Northeast Asia

The Gateway to Koreain the 21st Century



PART |

Opening and
Welcoming
Remarks

Northeast Asian Community and the Island of World Peace, Jeju
Opening Remarks for the 3rd Jeju Peace Forum
Welcoming Remarks for the 3rd Jeju Peace Forum




21

Northeast Asian Community
and the Island of World Peace,
Jeju

Tae Hwan Kim

utmost respect to Prime Minister Lee Hae-chan; to the distin-
guished guests from home and abroad; and to my fellow Jeju
Province citizens. Welcome.

We are about to launch a discussion on a grand topic through the
3rd Jeju Peace Forum under the theme of “Building a Northeast Asian
Community: Towards Peace and Prosperity.”

This forum has profound significance in the sense that it convenes
for the first time since the Korean government designated and pro-
claimed Jeju as the “Island of World Peace” last January at the state
level.

Especially, it is expected that this forum will have more concrete dis-
cussions on regional economic cooperation, which was inspired by the
proposal to launch the “Wise Men’s Conference on Economic Issues in
Northeast Asia,” set forth by Chairman and CEO Chung Mong-koo of
Hyundai Motor Company at the 2" Jeju Peace Forum two years ago.

Additionally, this forum has also provided momentum in building a
network that is representative of the theme “Jeju World Peace,” by
being co-organized by major research institutes from Korea, China,

I would like to extend my deepest gratitude and express my
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Japan, Russia and the United States. Through such circumstances, we
intend to continuously expand programs of exchange and cooperation
in various ways, such as jointly holding a peace forum with local gov-
ernments in China, Japan, and the United States.

In 1948, Jeju Province experienced the tragedy of the “Jeju 4.3 Inci-
dent,” in which many innocent fellow provincials were victimized.
However, we, the people of Jeju, have never been discouraged and
have persistently raised the flag of peace through reconciliation and
cohabitation. The designation of Jeju as an “Island of World Peace”
will heal the painful memory of the “Jeju 4.3 Incident” and will cat-
alyze a dynamic force that is critical to realizing the vision of peace on
the Korean Peninsula and building a Northeast Asian community.

Jeju, the Island of World Peace, intends to pursue a policy of peace
not only for the sake of the island, but also for the sake of Northeast
Asia and the world.

The International Peace Center Jeju, to be completed at the end of
this year, and the Jeju 4.3 Peace Park, to be built by 2008, will become
places dedicated to peace, experience and education. Particularly, the
Peace Research Institute of Northeast Asia, to be established in Jeju
next year, will produce knowledge and information for research on
peace, exchanges, and cooperation.

I hope that every participant here will support and cooperate with
the Jeju people’s will and efforts toward peace. These factors are indis-
pensable for propelling and building an “Island of World Peace.”

I sincerely wish that the 3" Jeju Peace Forum will end successfully
with lively discussions and productive conclusions.

Again, | would like to thank all of the participants of this forum, fel-
low Jeju provincials, and especially, our most esteemed Prime Minister
Lee Hae-chan, who generously took time out from his busy official
schedule for this occasion.

Thank you everyone.
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Opening Remarks for the 3rd
Jeju Peace Forum

Chang-Young Jung

ister of Japan Murayama Tomiichi; former Vice Premier of

China Qian Qichen; former President of the 56th Session of
the U.N. General Assembly Han Seung-soo; Chairman of the Korea
Society Donald Gregg; founder of East Asia Foundation Chung
Mong-Koo; Governor of Jeju Provincial Government Kim Tae-hwan;
President of Cheju National University Ko Chung-seok; and distin-
guished guests!

It is my pleasure to announce the opening of the 3rd Jeju Peace
Forum, with such great global leaders and international intellectuals
here on the Island of Peace, Jeju. | sincerely hope that Yonsei Universi-
ty will play a part in making the Jeju Peace Forum a successful event
that seeks peace and prosperity in the world as well as on the Korean
Peninsula and East Asia.

Distinguished guests! This year, Yonsei University celebrates its
120th anniversary since its foundation. Yonsei’s 120 years of history
are filled with the continuous search for knowledge and philosophy to
bring peace and prosperity to the world as well as Korea, and Yonsei’s
founding spirit of truth and freedom is especially similar to the peace

I I onorable Prime Minister Lee Hae-chan; former Prime Min-
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and prosperity that the Jeju Peace Forum envisions.

On this occasion, I’d like to emphasize the role of universities in real-
izing peace and prosperity. Universities have served as a forum where
the free expression of thoughts and philosophy is guaranteed since
Greek times. This is not different in eastern countries, either. Yonsei
University is well known as an education institute that first started
western-style modern education in Korean history. With this tradition
in mind, Yonsei University will do the best to turn students into practi-
cal intellectuals who can lead theoretical discussions and also come up
with pragmatic ideas.

Distinguished guests! | am confident that today’s Jeju Peace Forum
will end up with meaningful conclusions. | expect there will be pro-
found and in-depth presentations and discussions in the economic
panel as well as in the world leaders’ session. | truly believe that every
one of your comments will form the basic elements that make today’s
forum all the more meaningful.

I would like to extend my gratitude to all those who were busy orga-
nizing and preparing this forum. And again, I'd like to thank all of you
for your attendance here, as well as for the interest and cooperation
that you have shown. Last but not least, I'd like to send my sincere
appreciation again to Governor Kim Tae-hwan, Chairman Chung
Mong-koo and President of Cheju National University Ko Chung-
seok for their efforts and support in hosting the forum.

Thank you very much.
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Welcoming Remarks for the 3rd
Jeju Peace Forum

Mong-koo Chung

ister Murayama Tomiichi of Japan; former Vice Premier

Qian Qichen of China; Deputy Secretary Nicholai Spasskiy
of the Security Council of the Russian Federation; President Donald
Gregg of the Korea Society; Jeju Governor Kim Tae-hwan; Vice For-
eign Minister Lee Tae-sik; Vice President Min Kyung-duck of Yonsei
University; and President Ko Chung-seok of Cheju National Universi-
ty and all honorable guests present today. It is my great honor to wel-
come you to the Third Jeju Peace Forum here on this beautiful Island
of Peace, Jeju Island.

The East Asia Foundation is a co-host for this year’s Jeju Forum. As
the founder of the East Asia Foundation, | am honored to deliver this
commencement speech for the Third Jeju Peace Forum today in the
presence of distinguished leaders from all over the world.

The East Asia Foundation is a non-profit organization whose philos-
ophy is based upon the premise that economic prosperity and mutual
trust is the cornerstone of world peace.

Although the establishment of the East Asia Foundation was intend-
ed as a modest initiative for corporate social responsibility, it is with

I I onorable Prime Minister Lee Hae-chan; former Prime Min-
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great anticipation that the foundation may play a greater role in build-
ing peace and prosperity on the Korean Peninsula and in East Asia.

Honorable guests!

Hyundai Motors successfully completed the construction of its
Alabama plant and held its opening ceremony last month. Former U.S.
President George Bush and other prominent leaders attending the cer-
emony pledged to provide support for Korea and Hyundai Motors.

Through that momentous occasion, | was able to confirm again the
close partnership between Korea and the U.S. that has been strength-
ened over half a century. The partnership will be beneficial not only to
the relationship between the two countries, but also to building peace
and prosperity in the rest of the region as well.

I am confident that this forum will serve as a great occasion to
enhance cooperation and trust among world leaders gathered here
today by mustering collective wisdom and channeling it into concrete
plans and policies for the peace and prosperity of mankind. | also
believe that the wisdom and trust shaped by this forum would help
resolve confrontation and mistrust arising from political or military
differences.

In light of this, the Jeju Peace Forum bears a profound significance
for Northeast Asian community-building, which is vital to peace and
prosperity in the region.

I hope the Jeju Peace Forum will continue to serve as a valuable plat-
form that enhances channels of communication and builds dense net-
works of government officials and citizens in the region for a better
tomorrow.

Finally, I am grateful to those who have made this forum possible.
Thank you very much for your sincere interests in and dedication to
the Jeju Peace Forum.
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Building a Northeast Asian
Community: Toward Peace and
Prosperity

Hae-chan Lee

Chinese Deputy Prime Minister Qian Qichen, and distin-
guished guests!

I give my heartfelt congratulations on the opening of the 3rd Jeju
Peace Forum on the beautiful island of Jeju and offer my warm greet-
ings as a representative of the Korean government.

I would also like to thank the many people who have worked tire-
lessly to make this year’s Jeju Peace Forum a success. After the 1st Jeju
Peace Forum in 2001, the event is now celebrating its third year.
Although its history is not long, | am glad to see that the event has
already developed into an arena for discussing peace and prosperity
on the Korean Peninsula and Northeast Asia.

Jeju Island has been blessed with beautiful natural surroundings and
a temperate climate, and has excellent basic infrastructure. Further-
more, it is located at the geopolitical center of Northeast Asia, with 18
Korean, Japanese and Chinese cities with populations of 5 million or
more located within a two-hour flight.

Aware of these advantages, the Korean government seeks to devel-
op Jeju into an island that contributes to peace on the Korean Peninsu-

Former Japanese Prime Minister Murayama Tomiichi, former
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la, in Northeast Asia, and ultimately, the whole world.

To this end, the Korean government designated Jeju Island as an
“Island of World Peace” last Jan. 27. We plan to nurture Jeju Island
into a special administrative area open to all for free exchanges and
cooperation. We will continue to lend the support necessary to help
Jeju grow into a hub of Northeast Asia. | ask for your interest and sup-
port to help Jeju grow into an island that contributes to world peace.

Opening an age of peace and prosperity in Northeast Asia is the
great task of our era and the call of history. We must create a hew
order based on cooperation and unity, overcoming the unfortunate
past of colonialism and the Cold War.

This is not only for peace and prosperity for Northeast Asians but
also to contribute to peace and prosperity for humankind. Already,
Korea, China and Japan have maintained close relations in the areas of
politics, the economy and culture for thousands of years.

In particular, in the past 10 years, the Northeast Asian economy has
grown more dynamically than that of any other region, and economic
interdependence is greater than at any point in history.

The fact that China became Korea’s largest and Japan’s
second-largest trading partner last year is a testament to that trend.
Trade between Korea and China will exceed $100 billion this year.
Investment among the three Northeast Asian countries is growing fast,
and human exchanges are expanding as well.

Northeast Asia shares a common cultural tradition. The popularity
of Korean movies, television shows and pop music in China and Japan
shows the great potential for expanding this shared cultural tradition.
With historical affinity and recent regional cooperation driving us
onward, Northeast Asia is now looking at the possibility of realizing a
regional community in the mid- to long-term future.

With this in mind, the selection of the theme “Building a Northeast
Asian Community: Towards Peace and Prosperity” is especially
appropriate.

Although all Northeast Asians long for common peace and prosperi-
ty, there are many elements of tensions and competition standing in the
way. Unless these elements are appropriately managed and solved in a
future-oriented way, we cannot ignore the possibility that the founda-
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tion of cooperation built by the three Northeast Asian countries may be
damaged. The North Korean nuclear issue, settling past history and
intensifying competition over resources are obstacles that must be over-
come to realize an era of peace and prosperity in Northeast Asia.

I believe that building trust is the most important step in overcom-
ing the various difficulties and realizing an era of peace and prosperity
in Northeast Asia. That trust must be founded on truth, modesty, con-
sideration and thinking from the other’s point of view. At the same
time, we must put forth efforts to expand, intensify and institutional-
ize exchanges and cooperation between major Northeast Asian coun-
tries. We must have solid principles for solving problems and adhere
to them. Finally, we must work toward our common goal of building a
Northeast Asian community based on trust, reciprocity and mutual
benefits.

Korea will play a constructive role in turning confrontation and ten-
sions into reconciliation and cooperation, division into unity, and in
preventing conflict in Northeast Asia.

The Korean Peninsula is the key to peace and prosperity in North-
east Asia. Inter-Korean reconciliation and cooperation not only politi-
cally supports peace in Northeast Asia but also stands as an important
element for the economic development of the regions as a whole. This
is why the North Korean nuclear issue is a problem that must be
solved quickly for peace and prosperity on the Korean Peninsula, in
Northeast Asia, and ultimately in the whole world.

It has almost been a year since the six-party talks that are the frame-
work for solving the North Korean nuclear issue have been held. So
far, the participants, including the United States, China, Japan, Russia
and Korea, have put forth diverse diplomatic efforts with the common
goal of denuclearizing the Korean Peninsula and solving the North
Korean nuclear issue. However, the six-party talks have been delayed
and have been unable to find a decisive breakthrough, raising the con-
cerns of the international community. We call on North Korea to
return to the talks as soon as possible to discuss matters of mutual
interest.

I hope that North Korea will understand that we do not have infinite
time to solve the North Korean nuclear issue and that the appropriate
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time to tackle the problem is now. Furthermore, it is important to
make practical progress through continued dialogue in addition to the
six-party talks. To this end, the two Koreas and the international com-
munity must shed their impatience and not try to solve all problems
and attain everything in one fell swoop. As Rome was not built in a
day, peace and prosperity in Northeast Asia will only come about after
many steps of dialogue and cooperation. The Korean government is
aware that the participants to the six-party talks are doing their best to
solve the North Korean nuclear issue.

We also hope that they will play a big role in persuading North
Korea and exploring creative solutions. All the participants to the
six-party talks want North Korea to be a part of the international com-
munity and achieve security and prosperity. In particular, South Korea
is preparing a foundation for dialogue and cooperation based on
inter-Korean economic cooperation. If North Korea makes the strategic
decision to dismantle its nuclear program, South Korea will cooperate
with the international community and spare no effort to guarantee
North Korea'’s security and prosperity, and work to raise the quality of
life for the North Korean people. In particular, we hope that other
Northeast Asian countries will play significant roles in North Korea’s
economic development as well.

For the past 10 years after the end of the Cold War, Northeast Asia
has built a foundation of cooperation within the larger flow of global-
ization. The three countries of Northeast Asia have cooperated for
mutual benefits within the context of regional cooperative bodies in
the Asia-Pacific region. We have also participated in counterterrorism
and disaster relief. We are also cooperating in currency swaps to pre-
vent a second financial crisis.

I believe that the foundation has been laid for a Northeast Asian
community for peace and prosperity. To go one step further, | empha-
size once again that the nations in the region must built trust. That
trust will blossom from an objective look at past history and sincere
repentance, and a common hope in the future. | ask for your continued
interest and cooperation for the development of the Jeju Peace Forum
and hope that this forum will yield creative discussions and results for
peace and prosperity in Northeast Asia. Thank you.
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Building a Northeast Asian Peace
and Prosperity: Vision and Strategy

Tomiichi Murayama

3rd Jeju Peace Forum, and to speak today on the topic of
building Northeast Asian peace and prosperity.

The year 2005 marks the 60th anniversary of the end of World War Il
and the 60th anniversary of Japan’s defeat. This also means, in China’s
case, the 60th anniversary of its victory, while for Korea this year
marks 60 years since its independence from colonial rule. In human
years, this marks the momentous occasion of one’s 60th birthday. It is
the year when one returns to the starting point and begins a new life.
As we experience the respect of peace and put the past in order, |
would like to reflect again on the meaning of new beginnings in the
postwar period.

In the case of Japan, if we go back 60 years and add on another 40
years to make it 100 years ago, it was the year of the Russo-Japanese
War. For Korea, since it was a protectorate of Japan, this time of 100
years ago could be known as an era of sorrow. The Russo-Japanese
War was not limited to Japan and Russia, but brought war to North-
eastern China and the Korean Peninsula, and it is impossible to forget
that these places also became targets of plunder. Intoxicated by the

D ear distinguished guests, It is an honor to be invited to the
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victory of the Russo-Japanese War, Japan further annexed Korea and
turned it into a colony, and even went so far as to invade China and
eventually extend the reach of war into parts of Southeast Asia, and
drew Asians in a vast region into the calamities of war. As for Japan-
ese citizens, who were unaware of the truth, a cruel fate awaited
them.

Fifty years after the war on Aug. 15, 1995, | gave an address to the
cabinet. By acknowledging historical realities and by reflecting back
and offering an apology, we could form a common sense of history
and sincerely set into action a postwar settlement and thus | felt that
we could reach a reconcilement. As a statement based upon the deci-
sion of the cabinet, this represented the Japanese government’s official
view. This view is as follows.

“During a certain period in the not too distant past, Japan, following
a mistaken national policy, advanced along the road to war, only to
ensure the Japanese people in a fateful crisis, and through its colonial
rule and aggression, caused tremendous damage and suffering to the
people of many countries, particularly to those of Asian nations. In the
hope that no such mistake be made in the future, | regard, in a spirit of
humility, these irrefutable facts of history, and express here once again
my feelings of deep remorse and state my heartfelt apology. Allow me
also to express my feelings of profound mourning for all victims, both
at home and abroad, of that history. Building from our deep remorse
on this occasion of the 50th anniversary of the end of the war, Japan
must eliminate self-righteous nationalism, promote international coor-
dination as a responsible member of the international community and,
thereby, advance the principles of peace and democracy.”

It is a welcome sign that even after this statement was made, suc-
ceeding Japanese administrations inherited this as a basic line of poli-
cy. In the 1998 Republic of Korea-Japan joint statement by President
Kim Dae-jung and Prime Minister keizo Obuchi and in the 2002
DPRK-Japan Pyongyang declaration by Prime Minister Junichiro
Koizumi and Chairman Kim Jong-il, the basic contents of the state-
ment were included. However, words are shown through actions and
it is important to strike a chord with the citizens of neighboring coun-
tries. The Japanese government should become more aware of this and
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I believe must make more efforts to move toward realizing the course
of the statement. In relation to this point, | hope that a careful judg-
ment on the issue of Prime Minister Koizumi’s visits to Yasukuni
Shrine will allow for a courageous decision to be made.

After World War 11, “Northeast Asia” became a spearhead, and the
North-South division and the tragedy of the Korean disturbance still
weigh heavily on the people of the ROK and North Korea. Today, the
remnants of the world war structure still bring forth tensions on the
Korean Peninsula and the structure of antagonism continues. Howev-
er, with the June 2000 visit by President Kim Dae-jung to Pyongyang,
the attainment of a South-North summit meeting became an
epoch-making event, as it opened up the opportunity for reconcile-
ment between the South and North and an easing of tensions in North-
east Asia. President Roh Moo-hyun inherited President Kim
Dae-jung’s policy and made a “peace and prosperity policy” as an
objective of national affairs and the tenacious desire to stay in dialogue
is highly praised.

In Japan’s case, Prime Minister Koizumi visited North Korea in 2002.
The fact that at this point the leaders of each country signed the
DPRK-Japan declaration is momentous. However, although an agree-
ment was made to realize the normalization of diplomatic relations
between North Korea and Japan at an early stage, afterwards, progress
was not smooth. There were difficulties with the kidnapping issue and
most recently, the issue over DNA tests done on human remains has
given rise to even more serious problems. The strained situation of not
having established diplomatic relations must be settled. In order to
create a firm peace and stability for the Northeast Asian region, sincere
negotiations based on the Pyongyang declaration must be resumed so
that the kidnapping issue can be addressed and historical issues can be
cleared up in a comprehensive manner; diplomatic normalization
must be realized.

North Korea’s nuclear development is also influencing North
Korea-Japan negotiations. This is still a grave problem that directly
affects regional security and peace. Japan, as a victim of atomic bomb-
ings, cannot in any manner accept a new nuclear country emerging in
the Northeast Asian region. We must realize the common goal of a
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Northeast Asia as a denuclearized zone. North Korea’s abandonment
of its nuclear development plans and the promise of a security guaran-
tee that is acceptable to the North lies at the center of the six-party
talks. With North Korea’s indication that it will indefinitely suspend
its participation in the six-party talks, tensions have risen, but also,
most recently, there has been some movement between North Korean
and U.S. contacts, which is giving some hope. The six-party talks must
be reconvened so that a compromise can be reached and so that this
dangerous route will not be followed through any further.

If the six-party talks succeed, the six countries of Northeast Asia can
reach an agreement on the North Korean nuclear problem and a
regional security guarantee, and in this state, they can begin to set the
foundations for regional cooperation in Northeast Asia. Just as Presi-
dent Roh Moo-hyun expressed when he assumed office, heading
toward the goal of a “Northeast Asia community” is our fundamental
direction. This year, with the “ASEAN+3” framework as a basis, there
seems to be movement toward building an “East Asian community.”
In order to realize the plans for an “East Asia community” together
with the countries of Southeast Asia, a “Northeast Asian community”
will take on an important role. In this respect, we anticipate mature
efforts on the part of the Republic of Korea.

Japan and South Korea mark the 40th year of ROK-Japan diplomatic
relations by declaring 2005 as the “Korea-Japan Friendship Year.” In
Japan, there is much enthusiasm over the “Korean wave,” and | firmly
believe that with a curiosity about Korea, the Japanese will visit the
country and through culture, they will move in the direction of under-
standing the history and spirit of the Korean people.

On the other hand, | am troubled by the rise of distrust originating
from the problems over history, and the increasing numbers of people
who are falling for a short-sighted nationalism. This is related to the
interests of the entire Northeast Asian region. | view highly the efforts
the concerned nations have made for a regional community up until
now. In order to open up the grand future of the Northeast Asian
region, it is up to the next generation to take the reins and | anticipate
the path that the next generation will take. In this light, exchange
among young people and students is especially important.
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The countries of Europe, which saw repeated wars, learned a deep
lesson from the miserable experiences of World War Il and in order
not to repeat the mistakes of the past, the countries began building a
community; it has already been half-a-century since Europe took those
first steps. At the outset, it seemed like unrealistic talk, but today, the
EU has become a reality. In our own region, mutual dependence is
without doubt increasing. The development of transportation and
communications is rapidly bringing people closer together.

Regarding the creation of a “Northeast Asian community” together
with an “East Asian community,” don’t you think it is time for Korea,
China and Japan to go beyond the past and join hands and move for-
ward. Respecting each other’s individual traits and looking toward a
community that is both materially and spiritually rich, let us move for-
ward, step-by-step.

I end my remarks with my sincerest thanks to all of the organizers,
who gave their mind-and-body efforts to prepare this forum.
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Ushering in a New Era of
Peace and Development
in Northeast Asia

Qichen Qian

of the Koreas summit, it is my great pleasure to join you on
beautiful Jeju Island to commemorate that historic summit
and discuss the road to peace and development for Northeast Asia.

The historic summit five years ago dealt a heavy blow to the
half-century old Cold War on the Korean Peninsula, and opened a
new chapter in the North-South reconciliation and cooperation
process. It is of great importance to peace and stability on the Korean
Peninsula and has far-reaching impact on the peace and development
of Northeast Asia. | would like to take this opportunity to pay high
tribute to former President Kim Dae-jung for his visionary and historic
decision.

Ladies and Gentlemen,

Changes are taking place around the world, including Northeast
Asia. Vast in land and abundant in natural and labor resources, this
region of strategic importance is growing in economic aggregate, with
its political and economic standing in the Asia-Pacific and the world
constantly on the rise. Therefore, peace and development in Northeast
Asia is of increasing importance to peace and prosperity of the

I adies and Gentlemen, On the occasion of the fifth anniversary

Ushering in a New Era of Peace and Development in Northeast Asia 39

Asia-Pacific and the world at large.

It has become a shared aspiration of countries in Northeast Asia to
seek peace, stability, development and cooperation. Most countries in
this region have set up mature state-to-state relations accentuated by
increasingly closer exchanges. Good neighborly friendship and mutual
benefit have become the mainstream. Against the backdrop of acceler-
ated economic globalization and regional integration, countries in this
region are speeding up their own economic restructuring and industri-
al upgrading, leading to greater interdependence.

However, we should not lose sight of the fact that the remnants of
the Cold War are still affecting politics and security in our region.
Due to historical reasons and existing disputes, mutual trust has been
missing to a certain extent among the countries in our regions. Con-
strained by various factors, the regional integration of Northeast Asia
is not yet on the agenda. Great disparity still exists in the develop-
ment level among the countries. It is therefore an arduous and uphill
journey to achieve real peace and development in this part of the
world.

Ladies and Gentlemen,

To safeguard peace and promote the development of Northeast Asia
is in conformity with the trend of the times and serves the common
interests of all the countries in this region. Given the new circum-
stances, countries should adapt to this trend, grasp opportunities, meet
challenges and work in unity on the road of win-win cooperation to
build a Northeast Asia that features peaceful political coexistence, eco-
nomic equality and mutual benefit, cultural blending and emulation,
and mutual trust in the security field.

In order to attain the above goals, it is necessary for all countries in
this region to proceed from both the immediate and long-term inter-
ests and make efforts in the following aspects:

First, to enhance mutual understanding and trust, and properly set-
tle sensitive issues. On the basis of such norms governing international
relations as the UN Charter and the Five Principles of Peaceful Coexis-
tence, all countries should cast away the Cold War mentality and cre-
ate a regional political environment of mutual respect, equality and
harmonious coexistence. Historical issues should be handled with sin-



40 Building a Northeast Asian Community[Val. 1]

cerity and present differences resolved with tolerance. We should seek
cooperation rather than provoke confrontation, dispel misgivings
rather than inflame tensions, advance win-win cooperation rather than
profit at the expense of others.

Second, to deepen regional cooperation and promote common
development. From the perspective of comprehensive development
and common prosperity, countries in this region must strengthen eco-
nomic and trade cooperation, expand two-way investment, increase
technical exchanges and facilitate people-to-people contacts in a mutu-
ally-beneficial, diversified, gradual and pragmatic manner. Economic
and trade cooperation may take the lead in comprehensive coopera-
tion in all fields. Efforts should be made to gradually push forward
regional free trade arrangements, further improve cooperation mecha-
nisms and create a development environment characterized by mutual
complementarity, diversification, openness and common prosperity.

Third, to establish a new security concept and safeguard regional
peace and stability. Countries should stand by the common security of
Northeast Asia and the entire Asia- Pacific, establish a security concept
featuring mutual trust, mutual benefit, equality and cooperation,
widely apply the security cooperation model of non-confrontation and
non-targeting at any third party and enhance understanding and secu-
rity through dialogue and cooperation. Regarding such hotspot issues
affecting regional peace and the stability of Northeast Asia as the
nuclear issue on the Korean Peninsula, we should stick to the principle
of peaceful solution through dialogue, and should address each
other’s concerns, iron out differences and resolve disputes through
mutual accommodation and understanding.

Fourth, to facilitate people-to-people exchanges and expand the
foundation for friendly cooperation. Countries should take advantage
of their geographical proximity and cultural links to promote friendly
exchanges between peoples, especially youths, enhance mutual under-
standing and friendship through exchanges of various forms and
channels, and promote common progress through learning from each
other.

Ladies and Gentlemen,

Reconciliation and cooperation on the Korean Peninsula is the pre-
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requisite for the achievement of the above-mentioned objectives. It was
also the goal of the historic Koreas summit five years ago. At the same
time, Northeast Asian countries and countries closely linked to them
should commit themselves to making due contributions to the attain-
ment of these goals.

Peace and development in Northeast Asia cannot be achieved with-
out stability and development in China and vice versa. China will stay
on the road of peaceful development, a policy that will never change
at any time or under any circumstances. China upholds the principle
of “friendship and partnership with its neighbors” and the policy of
“bringing about harmony, tranquility and prosperity to its neighbors.”
A stable, rising and cooperative China will always be a staunch force
in safeguarding peace and promoting development in Northeast Asia.

Ladies and Gentlemen,

Pursuing the policy of peace and prosperity, the new ROK govern-
ment under the leadership of President Roh Moo-hyun has been a
strong advocate of cooperation in Northeast Asia and has made
tremendous efforts in this regard. Let me express my appreciation for
this.

The ROK is a major country in this region. China always attaches
importance to the significant role of the ROK in promoting the peace
and development of Northeast Asia and stands ready to maintain
close coordination and cooperation with all relevant countries in the
region, including the ROK.

Let us join hands in blazing new trails and ushering in a new era of
peace and development in Northeast Asia.

Thank you!
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Toward Peace and Prosperity
in Northeast Asia

Seung-soo Han

xcellencies,
E Distinguished Guests,
Ladies and Gentlemen,

I am honored to be invited to speak to you at this auspicious confer-
ence. At the time of the First Jeju Peace Forum four years ago, | was
Korea’s Foreign Minister and in that capacity | had the pleasure of
sponsoring the forum. The Jeju Peace Forum has since then made great
strides and has now become one of the most important global forums
in the region.

I would like to express my sincere appreciation to the hosts of this
conference, Governor Kim Tae-hwan of Jeju Provincial Government,
President Jung Chang-young of Yonsei University, President Ko
Chung-seok of Jeju National University and Chairman Chung
Mong-koo of the East Asia Foundation, for their contributions in mak-
ing the Jeju Peace Forum so famous within such a short span of time.

I am pleased to have this opportunity to share the platform with sev-
eral distinguished world leaders and to have a forum in which to
express my views and thoughts, as well as to benefit from the wisdom
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and insights of other speakers, on how we might best continue to pro-
mote peace and prosperity in Northeast Asia.

As you are aware, the Northeast Asian region is endowed with a
wealth of native cultures, moral values and religious diversity. These
social phenomena have all been cultivated over the region’s long histo-
ry, which spans several millennia. They now serve as a foundation for
the emergence of Northeast Asia as one of the most competitive and
dynamic regions in the world. Indeed, in terms of population, trade
volume, capital, technology and the exchange of people, the region has
been rapidly catching up with the other two pillars of the world econo-
my, Europe and North America, in recent years.

Without the peace that Northeast Asia has now long enjoyed, this
unparalleled economic growth surely would not have been possible.
Consequently, the establishment of a peace regime on a foundation of
mutual trust and understanding is emerging as a crucial goal, if we are
to succeed in sustaining the prosperity in the region.

The path to establishing and consolidating a sustainable peace
regime in Northeast Asia, however, is strewn with a host of obstacles.
North Korea’s nuclear ambitions, disputes over territory, distortion of
regional history, and the insensitivity of nationalistic political leaders
to the sensibilities of neighbors who suffered at their hands are but a
few of these obstacles.

The most serious challenge threatening to unsettle the balance and
security of the region today is the North Korean nuclear program. An
early and peaceful resolution of this issue, through dialogue and nego-
tiations, is the most important task facing the region and the world
beyond. Without resolution of this issue, other options will never
bring about genuine peace and prosperity.

That is why it is vital that North Korea returns to the negotiation
table, without preconditions and without further delay. | sincerely
hope that all the parties concerned will work to pool their collective
wisdom to persuade North Korea to return to the six-party talks and
that North Korea will then make the strategic decision to abandon its
nuclear ambitions once and for all.

If we succeed in peacefully resolving the North Korean nuclear issue
through the six-party talks, we will be able to build on that success and
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the venue, developing a multilateral vehicle to address future security
issues in the region. Unfortunately, historically, our region has failed
to develop a tradition of cooperation for meaningful mutual security.

The six-party talks are illustrative in that they have laid the founda-
tion for continued contacts and consultations among all the major
countries in Northeast Asia. In this regard, the experience of coopera-
tion in the six-party talks could provide a valuable experience and
become an asset in creating and institutionalizing a security mecha-
nism in the region.

Another serious obstacle to the establishment of a peace regime in
Northeast Asia has been an unwillingness of the parties to come to
terms with the past. The legacy of history still weighs heavily on the
minds of the people in the region, who for generations lived through
the suffering of aggression and occupation by neighbors.

Healing the wounds of history and in so doing, achieving a genuine
reconciliation through it, is a challenge Northeast Asian countries have
yet to overcome, if they are to move forward to build a common future
of peace and prosperity in the region. Europe provides a shining
example of this reconciliation and confidence building.

Other potential sources of instability, such as territorial disputes, still
hang over the region, representing potential sources of regional con-
flict. Military build-up and what appears to be a growing rivalry
between regional powers also overshadows the region.

Ladies and Gentlemen,

Fortunately, there are some positive signs for institutionalizing secu-
rity cooperation in Northeast Asia. With the growing economic inter-
dependence among countries in the region due to a steady rise in
intra-trade and investment, and a rapid development in communica-
tions and transport technology, the prospects for regional cooperation
are steadily improving. Cooperation in the economic sector will gener-
ate a spill-over effect, enabling a corresponding cooperation in “high
politics.”

Another catalyst for closer cooperation in the area of security is the
rapid rise in cultural exchanges and people-to-people contacts. Last
year, the total number of mutual visitors to Korea, China and Japan
reached over 10 million. This number will continue to increase. The
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popularity and the broad reach of “hallyu” (Korea’s cultural wave) in
Japan, China and Hong Kong, for example, is a cogent example of the
rapid cultural homogenization and synchronization of populations in
the region, particularly of the younger generation. These trends will
help to promote mutual trust and understanding, thus creating a
“sense of community” that could serve as a psychological basis in
building a Northeast Asian community.

Furthermore, new forms of international and human security threats
coming to the fore as pressing global issues today might also facilitate
the process of institutionalizing a security mechanism. Such threats as
international terrorism, the proliferation of weapons of mass destruc-
tion (WMD), transnational organized crime, environmental issues, the
spread of absolute poverty, maritime security and the spread of new
diseases such as HIV/AIDS and SARS make multilateral and regional
cooperation not only desirable but inevitable.

Ladies and Gentlemen,

Against this backdrop, the task before us is clear, although | dare say
we may have waited too long. We must start thinking seriously about
how to forge a Northeast Asian security community. To address immi-
nent as well as future challenges, we have to come up with a new mul-
tilateral security paradigm in Northeast Asia. Relations among the
nations of the region are too important to be left to chance or only to
the vagaries and interplays of great power politics.

Taking into account the situation in Northeast Asia, | would like to
make a few suggestions on how to advance multilateral cooperation in
the region.

First, nations of the region should take concrete steps to strengthen
cooperation to address universally recognized security threats. For
example, the threat of international terrorism, the proliferation of
weapons of mass destruction, transnational crime cartels, energy and
environmental issues, poverty and epidemic diseases such as
HIV/AIDS distract and destabilize the social and economic well-being
of populations in the region. We would encourage regional coopera-
tion to expand to ultimately evolve into a framework for regional secu-
rity.

Second, open regionalism has to be the guiding principle in the pur-
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suit of a regional architecture in Northeast Asia. It should not discrimi-
nate against extra-regional players. It should be open and transparent,
giving equal opportunity for access to other countries beyond the
Northeast Asian region. With the scope of cooperation gradually being
extended, the dynamism of Northeast Asia can be expected to natural-
ly spill over into other regions.

Third, | wish to stress the value of strengthening institutional links
among major regional governmental organizations. Cooperation
among the activities of the ARF (ASEAN Regional Forum), APEC
(Asia-Pacific Economic Cooperation), ASEM (Asia-Europe Meeting)
and ASEAN+3 and the emerging EAS (East Asian Summit) will have a
valuable synergy effect for the promotion of durable peace and securi-
ty in the region. | am sure that these multilateral approaches will con-
tribute to increasing confidence-building measures (CBMSs), which are
needed as a preliminary step. In this sense, an Organization for Securi-
ty and Cooperation in Europe (OSCE) type security regime formation
provides a useful lesson for Northeast Asia. As you may know, the
primitive Helsinki confidence building measures have now evolved
into the more advanced OSCE process. Although there are differences
between the situation in Europe and the conditions in Northeast Asia,
we can learn from the collective wisdom of Europe and the European
experience.

While emphasizing the importance of multilateral institutional links,
I would also like to emphasize the importance of continuing bilateral
alliances, which have underpinned the security structure of the region.
There is no denying that the strong security alliance between Korea
and the United States has been the cornerstone of peace on the Korean
Peninsula. This regime must necessarily be maintained. As long as the
residue of Cold War tension and traditional security threats linger in
the region, traditional bilateral alliances will continue as an effective
counterbalance. | firmly believe that bilateral alliances and a muiltilat-
eral security regime are not mutually exclusive and that strong bilater-
al ties between Korea and the United States will help to foster condi-
tions for a closer multilateral cooperation.

Finally, we need to consider expanding the scope of cooperation.
The active participation of civil society, including specialists, scholars,
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and NGOs is crucial to efforts to accelerate the process. In light of this,
CSCAP (Council for Security Cooperation in the Asia Pacific) and
NEACD (Northeast Asia Cooperation Dialogue) will continue to serve
as exemplary models for non-governmental security dialogue in the
region.

Ladies and Gentlemen,

We have a long way to go in building an effective institution for
multilateral security cooperation in Northeast Asia. Nevertheless, |
hope that all of the countries in the region share this vision and will
muster their collective wisdom to that end. To realize this dream, we
have to embrace the spirit of patience and mutual respect, as well as
flexibility, in carrying out the process. From the long-term perspective,
to do so will benefit us all.

I believe that somebody has to take the initiative to address this vital
issue. It is my sincere hope that Korea, which strongly shares with its
neighbors the wish to maintain strategic stability and sustainable
peace in the region, may be able to play a kind of a coordinating role
similar to that played by the Benelux countries in the process of Euro-
pean integration, harmonizing differences and facilitating cooperation.
Korea indeed may be able to make full use of its geostrategic location
to play a bridging role between land and sea powers for the benefit of
all nations in the region.

I would like to conclude my remarks by emphasizing that Jeju
Island, now given the name “Island of World Peace,” should con-
tribute to Korea’s efforts. In this respect, | sincerely hope that the Third
Jeju Peace Forum will lay solid groundwork as an epicenter for cre-
ative discussions on peace and prosperity in Northeast Asia.

Thank you for your kind attention.
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Domestic Politics and
Community-Building in
Northeast Asia: A South Korean Perspective

Eui-yong Chung

l. Introduction

Achieving deeper cooperation with regional neighbors with the ulti-
mate goal of building a “regional community” requires a lot of prepa-
ration. While some may quickly think of improving relations with
neighboring countries as the obvious first step, the preparation actual-
ly begins at home, on the domestic political and economic front. To be
ready and willing to accept another country as a full-fledged partner, a
country needs to know its bearings, past, present and future. More
importantly, perhaps the country also needs to command a high level
of political and economic maturity that can help build confidence and
consensus for taking the necessary steps toward a larger community
while also protecting the interests of the minority and minimizing the
side effects this effort might entail.

Coming to terms with one’s own past, present and future, and
achieving a certain level of maturity in terms of upholding universal
values like democracy and market economy, has a salient historical
precedent in the regional cooperation as witnessed in post-World War
Il Europe. We all know that the partnership forged between France
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and Germany, which served as the main engine for European integra-
tion, would not have been possible if it were not for both countries’
reconciliation with their recent past, their faith in their common future
on the basis of shared values and also the resiliency of each of their
political and economic institutions. While not the sufficient conditions,
they were certainly necessary conditions, or even foundations, for the
community building process that led to the emergence of the Euro-
pean Union we know today.

Now, | would like to share with you how | think Korea measures up
to these standards. Since | joined politics a year ago as a freshman
member of the National Assembly, | have come to realize that Korea
has indeed come a long way and that the progress it has made is gain-
ing more relevance in the kind of role Korea will play in the future
regional and global scene. | will briefly touch upon a few areas relating
to the prerequisites | have just mentioned.

Il. Political Reform and Reconciliation

As many of you already know, there has been a sea change in
Korea'’s political landscape, a change that | believe is a testimony to the
growing maturity of democracy in Korea. | believe that the general
elections of April of last year opened a new chapter in Korean politics
for many reasons.

First, for the first time in 43 years, there has been a transition in par-
liament. For almost half a century, Korea’s National Assembly had
been dominated by conservative forces. As a divided nation with the
traumatic Korean War still fresh in the Korean psyche, there had been
little tolerance for ideological diversity. Progressive views were often
equated to the “leftist” and hence “communist” movement. The
monopoly of power by the conservatives was looked upon as natural,
if not desired. In this context, the idea of coexistence between the polit-
ical left and the right was considered new, exceptional and even
unnatural.

The positive aspect of the last general elections was that for the first
time, the progressive elements of our society emerged to take part in
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government. For the first time, the conservatives had to face liberals or
progressives as not people to arrest or fight against but someone with
whom to engage in dialogue and coexist. For example, the progressive
Democratic Labour Party has, for the first time, entered mainstream
politics with 10 seats in the National Assembly. Voices that had previ-
ously been unheard of are now being taken seriously. The inclusion of
a wide range of voices shows that participatory democracy, as
espoused by the current government, has made real progress.

The general elections held in April 2004 were the cleanest in our his-
tory and brought about a complete break from past corruption. Strict
election and campaign laws were introduced and strongly enforced.
Six members of the National Assembly have already been convicted
for election law violations and have lost their seats. And by-elections
to replace them were held in early May this year. Anyone who is sen-
tenced to a fine exceeding 1 million won, roughly $1,000, automatically
loses his or her seat. There still remains a possibility that additional
members will lose their seats and a second round of by-elections will
be held in October 2005. This strong enforcement of election and cam-
paign laws freed both politicians and businessmen from corruption
and completely broke the collusive link between business and politics
that had been Korea’s embarrassing tradition.

The transition in Korea’s parliament has also breathed new life into
efforts to reconcile with its own turbulent modern history. Koreans
have begun to feel that they deserve to know and shed light on the
dark years of the Japanese colonial rule and, more recently, the years
under military dictatorship. Some historical figures and events had
gone unrecognized, while some serious wrongdoings had been over-
looked. But now, with the Cold War and the ideological competition
over, people are beginning to yearn for truth and reconciliation, even if
it proves painful in the short run. Under such a public sentiment, the
Assembly recently passed a bill to establish a fact-finding commission,
empowered to investigate collaborators during the Japanese colonial
occupation and mysterious incidents during the military dictatorship.
The overwhelming public support for the legislation is a clear signal to
the growing maturity of the Korean people’s wishes to come to terms
with its turbulent past.
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I1l. Market Economy and Free Trade

Recently, President Roh Moo-hyun of Korea outlined his vision to
develop Korea into an “Advanced Trading Nation” that can fully cope
with the rapidly globalizing environment. It envisions Korea actively
taking advantage of globalization as a driving force of economic devel-
opment rather than scrambling to minimize its short-term losses by
protecting its market. The main ideas behind this vision involve rais-
ing Korea to global standards, participating in the global market, mak-
ing effective use of global production resources, building world-class
industries and constructing social infrastructure friendly to market
opening.

One of the main tools to achieve this goal is actively engaging in
FTAs, through which Korea can not only secure her commercial inter-
ests through the expansion of accessible foreign markets and the diver-
sification of import sources but also stimulate domestic economic
reforms and liberalization. Korea’s pursuit of FTAs will take a
multi-track approach rather than a one-by-one, step-by-step approach.
It will help neutralize political opposition at home to market opening
through FTAs, since different deals will help offset contentious points
in each case and counteract criticism from interest groups.

In addition, Korea aims to conclude high-level and comprehensive
FTAs that cover a wide range of areas, including services, investment,
government procurement and intellectual property rights, so that it
will encourage competition both at home and abroad, ultimately help-
ing shape Korea into a stronger and more efficient economy. Pursuing
multi-track, high-level and comprehensive FTAs will also enable
Korea to make further contributions to global efforts to strengthen the
multilateral trading system.

With the Korea-Chile FTA entering into force last year, Korea recent-
ly concluded FTA negotiations with Singapore. The government is
now conducting negotiations with 16 countries, including Japan,
ASEAN, EFTA members and Canada, with the aim of concluding
FTAs within this year. Joint studies are in progress with India, Mexico,
Russia and MERCOSUR countries, and we are exploring the feasibility
of FTAs with the US, China, and a trilateral FTA among China, Japan
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and Korea. It is the government’s belief that pursuing FTAs with coun-
tries around the world does not undermine the global or region-specif-
ic trade efforts.

IV. Building a Community in Asia

It is evident that Korea meets many of the necessary conditions
required to engage in community building. Korea has achieved an
awesome political and economic development. It boasts the
12th-largest economy in the world and serves as an example of suc-
cessful democratization.

Perhaps for the first time in its modern history, Koreans are truly
coming to terms with their past, embracing a growing faith in their
political and economic system based on the values of democracy and
market economy and projecting a sense of confidence and optimism in
the future course of their country. Many Koreans feel that the time has
come for the people to actively and autonomously pursue their future,
something their ancestors had neither the capability nor opportunity
to do.

It is perhaps in this context that President Roh recently laid out
Korea’s possible role as a “balancer” in the region. While it reflects the
sentiment that Korea should never again allow its neighbors to deter-
mine its destiny, the concept also underscores Korea’s eagerness and
indeed confidence in taking a leading role to form a true community in
the region. North Korea’s nuclear problem, which is one of the most
visible evidences of the challenges that lie ahead in building a commu-
nity in Northeast Asia, has ironically led to the formation of a multilat-
eral mechanism that shows promise of community building - the
six-party talks. While originally organized with the specific purpose of
dealing with North Korea’s nuclear program, the talks could very well
survive the current nuclear crisis to develop into a multilateral frame-
work, not unlike that of Europe’s OSCE, through which the countries
of Northeast Asia can resolve security matters.

With its ongoing development as a country deeply rooted in the val-
ues of democracy and market economy, Korea is growing more confi-
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dent in its capabilities and more aware of its moral purpose to join
hands with neighbors that espouse these values. That is why | think
we can expect Korea to capitalize on its status as a democratic and
market-oriented country to push for closer cooperation within the
region with a firm basis on these values in the future.
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A New Path toward
a Northeast Asian Community

Hwa-Young Lee

|. Present Situation in Northeast Asia and
Anticipations for the Future

Many people have long stated that the 21st century would become a
Northeast Asian era. The Northeast Asian region in 2005 has already
moved beyond becoming a global political and economic axis and is
moving toward becoming a central part of the world. The rapid eco-
nomic growth of countries in the Northeast Asian region, started by
Japan in the 1960s to 70s, followed by South Korea in the 1970s and
80s, and then by China in the 1990s, is changing the economic map of
the world.

First, South Korea, China and Japan have a total population of
approximately 1.5 billion people compared to the 380 million people
living in the European Union, and the 370 million living in the NAFTA
region. This makes the three countries’ combined population four
times the size of other economic blocs. In addition, the Northeast
Asian region, which broadly defined includes Taiwan and Hong
Kong, occupies 20.1 percent of the world’s GDP and 17.1 percent of all
world trade. Moreover, the amount of intra-regional trade has recently
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reached 37.6 percent of total trade and it is expected that the amount of
intra-regional trade will continue to rapidly increase if an economic
community is established in the region.*

Recent efforts to establish a free trade agreement (FTA) among
South Korea, China and Japan reflect the increased amount of econom-
ic cooperation within the region. Also, various projects have been pro-
posed with regards to developing energy resources in the Russian Far
East.

Countries in the region have also shown great interest in and a will
for increased cooperation in the construction of a social infrastructure,
in order to strengthen ongoing regional economic cooperation efforts.
These include the construction of a Northeast Asian transportation
network linking the trans-Korean, trans-Siberian, and trans-Chinese
railroads.

However, not all prospects are as bright or promising in regards to
the future of Northeast Asia. In fact, the possibility of whether coun-
tries in the Northeast Asian region can overcome past conflicts and
move toward a Northeast Asian community still remains rather
unclear, while international prospects on the future of the region are
undecided.

I1. Barriers to Cooperation in the Northeast
Asian Region

The Northeast Asian region is still at a crossroads to peace. That is,
while rapid economic growth and increasing interdependence serve as
factors to increased cooperation within the region, possible factors of
conflict like issues of history, the North Korean nuclear issue, the arms
race, and the lack of mutual trust still exist within the region.

First, many issues regarding the shared histories of South Korea,
China and Japan still remain unsolved as was recently demonstrated
by the issue over Japanese history textbooks. Though South Korea and

1 Institute of Foreign Affairs and National Security(IFANS), Prospects in International
Relations in 2005, p. 30.
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China are jointly working toward pressuring Japan on the history
issue, the potential for conflict exists between South Korea and China,
as seen in past Chinese attempts to claim the history of Goguryeo as
part of Chinese history.

Second, the security issue still remains unsolved within the region.
The inter-Korean conflict and the North Korean nuclear issue still
remain unsolved, while the level of national arms build-ups in the
region is the highest in the world. Also, besides the Cold War alliance
structure represented by the ROK-US and US-Japan alliances, it is dif-
ficult to find a fundamental institutional mechanism for security con-
sultation in the region, despite the fact that more than a decade has
passed since the end of the Cold War.

Third, the Northeast Asian region lacks awareness on regionalism,
as well as a sense of regional identity, despite its long history. There
are also great political and economic institutional differences among
countries in the region.

Recently, U.S. Secretary of State Condoleezza Rice even stated that
Northeast Asia was the only region that had not witnessed the forma-
tion of a new order in the post-Cold War era. Thus, it seems that
Northeast Asia is still in the process of a Cold War thaw.

I11. A New Path toward a Northeast Asian Community:
A South Korean Perspective

For South Korea, this vision of a Northeast Asian community has
two aspects: national reunification and development; and the forma-
tion of an international cooperation structure. Accordingly, South
Korea has shown the most active interest and will to realize this vision
of building a Northeast Asian community. This is also because South
Korea lacks the resources, compared to other countries in the region,
for responding to regional insecurity, not to mention the fact that
South Korea depends mostly on foreign resources for maintaining its
security and promoting its economic development.

Therefore, the Policy for Peace and Prosperity pursued by the South
Korean government and the recent emphasis on South Korea’s balanc-
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ing role as a bridge to maintaining regional peace aim to promote com-
mon interests and cooperation in the region.

| feel that the future of this new path in building a Northeast Asian
community will become more evident for South Korea when the fol-
lowing three tasks are fulfilled.

The first task would be the peaceful resolution of the North Korean
nuclear issue. That is, the North Korean nuclear development program
would only lead to the complete isolation of North Korea and to an end-
less conflict with the United States and its neighbors. Accordingly, the
process of thawing in the Northeast Asian region would be interrupted
and the structure of conflict would firmly anchor itself in the region.

The early resumption of the six-way talks and agreement on a secu-
rity guarantee from North Korea’s neighbors would thus be the most
important issue in maintaining peace and stability on the Korean
Peninsula and in the region.

The second task would be the formation of a regional consensus on
cooperation in the Northeast Asian region, which would be based on
the above-mentioned order on the Korean Peninsula. The core of this
consensus would mean increased mutual trust between the United
States and China. In fact, efforts to construct a Northeast Asian com-
munity have been more or less unsuccessful due to the presence of
strong military forces in the region, while the United States, which has
maintained its status of being the largest exporter in the region, has
failed to play an active role in constructing a regional community.

Accordingly, South Korea should play an active role in promoting
future U.S. strategies on Northeast Asian cooperation and in bringing
about China’s acceptance of this U.S. role. A free trade agreement
(FTA) among South Korea, China and Japan is not only important in
promoting economic development in the region, but could also serve
as an important safety valve in preventing the escalation of conflict
between the United States and China through institutionalized cooper-
ation with America’s main allies in the region. This would in turn help
China, which has shown rapid economic growth in the past decade, to
adjust itself to the security order in the Northeast Asian region.

The third task would be the formation of solidarity for peace among
civil societies in the Northeast Asian region, which would be able to
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spread new policies on constructing such a community and thus pro-
mote cooperation within the region. Though we are aware of an
international reality that is based on national interests, we cannot
underestimate the importance of civil society, which has provided the
foundation for legitimacy in establishing national goals.

Therefore, the most important task in constructing a Northeast
Asian community would be the promotion of cooperation projects that
would help the civil societies of the two Koreas, China, Japan, Russia
and Mongolia develop a common agenda for cooperation and consoli-
date solidarity for peace in the region.

Future prospects for peace and prosperity in the Northeast Asian
region, as well as on the Korean Peninsula, will thus remain unclear
until there is sufficient preparation on the above-mentioned policy
considerations.

I would like to state that concern and support from the international
community, as well as the efforts of South Korea, would be very essen-
tial in solving these tasks. We should focus our attention on how we
will construct a stable framework for cooperation in order to promote
peace and prosperity on the Korean Peninsula and the Northeast
Asian region after the North Korean nuclear issue is finally resolved.

On June 4, the World Food Program (WFP) expressed its concern
over the possibility that North Korea will face the worst famine in 10
years as North Korea is 2 million tons short of a total of 5.5 million tons
of food. In the recently published “North Korea Paradoxes: Circum-
stances, Costs, and Consequences of Korean Unification,” the RAND
Corporation estimates that the costs of Korean reunification would
amount to a maximum of $670 billion (670 trillion won).

It would be very difficult for South Korea to cope with this reality
alone. Though improved inter-Korean relations and the resolution of
the North Korean issue will remain one of our most important priori-
ties, we will need more concern and support from the international
community in order to realize this vision of a long-term cooperation
project that would include a Northeast Asian-style Marshall Plan,
which would look beyond the resolution of the North Korean nuclear
issue.

Thank you.
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Taking the Lead toward
an Asian Community

Hee-ryong Won

urrently, we witness a heated debate concerning the realiza-

tion of the Northeast Asian community. It will take some

time and will also require dedicated commitment. Fierce
debate and confrontations are inevitable. But certainly no one can
deny the fact that we have to overcome such hardships and attain a
certain goal.

I. The Northeast Asian Community as a Place of
New Imagination and Its Role in East Asia

The Northeast Asian community or its embodiment should not be
limited to a mere coordination of member states’ interests. The North-
east Asian community is not a place to extend member states’ inter-
ests, but rather it signifies a place to create a whole new community.
This place necessitates new values, new mutual understanding, new
mutual experience and a new historical background. By transcending
the limits of government, the private sector and generations, this new
place can be attained through solid and comprehensive exchange and
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cooperation. For that reason, the foundation of the Northeast Asian
community should be built upon an audacious imagination and con-
tinuous endeavors.

However in Northeast Asian countries, especially China, Japan and
South Korea, a complex geopolitical atmosphere and the absence of
consensus or agreed objectives has hindered any concrete embodiment
of an East Asian community.

Unified international institutions and international charters are com-
mon on other continents except Asia, and this indicates that Asia
should make a strenuous effort in planning a more concrete regional
integration agreement.

Instead of separately joining or passively participating in these con-
temporary political and economic blocs, Northeast Asian countries
should not hesitate to lead the way in fostering an Asian community.
Among East Asian nations, the scope of regional integration itself has
been a controversial issue. ASEAN +3, Asia-Pacific countries, India
and Australia should come together. There should not be an unneces-
sary confrontation regarding the leadership position, but Northeast
Asia should take initiatives in establishing distinctive visions for
implementing an Asian community. By placing priority on making
concrete efforts in the formation of a Northeast Asian community,
these countries should attain successful integration through regional
cooperation.

A summit should be held among the three Northeast Asian coun-
tries. Past summits have been held together with ASEAN and APEC
members. But now the three countries should hold a summit among
themselves. When the leaders of these three countries meet, the North-
east Asian community will encounter another new step.

I1. Actualization of Coexistence and Co-prosperity
in the Northeast Asian Community through
Cooperation

Northeast Asian countries have a complicated political environment
in which to form an agreed-upon model of the East Asian community.
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They do not have the experience of inter-state relationships through a
regional framework. Because the countries in Northeast Asia have
ruled over or been colonized by other countries in the region in the
past, these historical issues and their residue prevent Northeast Asian
countries from being involved in further regional integration, despite
active exchange and interdependence these days. More realistically,
these hindrances are further complicated by the four major powers of
the United States, China, Japan and Russia. Distrust among related
countries and conflicts involving regional hegemonic powers pose
another big threat to regional integration.

South Korea opposes any hegemonic power in the region. This
Northeast Asian community should be based on mutual prosperity
and coexistence. The competition and the question, “Who will lead
this integration and gain hegemonic power in the Northeast Asian
region—Japan or China?” is obsolete. This community should prod the
United States to actively participate in order to maintain an openheart-
ed cooperation and relationship with the related countries.

Securing a common perception of Northeast Asia’s regional issues is
imperative. The North Korean nuclear issue should be resolved peace-
fully within the framework of the six-party talks. A new regional secu-
rity system reflecting post-Cold War international politics should be
implemented. Expansion of economic cooperation, such as free trade
agreements, should be continued. Peace should be co-managed and a
foundation for prosperity should be contemplated.

An effort should be made by politicians to draw out people’s inter-
est concerning regional integration and interregional issues in North-
east Asian. | propose the creation of a television and Internet program
where young politicians can talk freely about history, peace and
Northeast Asia issues. The chance for Northeast Asian counties to
communicate about common issues through the Internet and televi-
sion will serve as a valuable opportunity to experience “ASIA
BECOMING ONE.”
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I11. Activating Exchange and Strengthening
Cooperation

The importance of cooperation and exchange among generations,
fields of study and private sectors should be emphasized more than
anything when it comes to regional integration.

South Korea, China and Japan should not hesitate to strengthen
cooperative programs such as student exchange programs. Further-
more, we can consider establishing an institution officially approved
by all three nations.

We can also conduct a debate competition, essay writing contest and
a forum to create an environment where college students from each of
the three nations can compete with healthy intentions. To give you a
more concrete example, we can hold a business model competition to
select qualified students. All three countries could invest in the select-
ed winning model and this could become a successful case of collabo-
ration among the three countries.

To enhance common cultural experiences, joint tour packages by the
three countries should be developed. School trip exchange programs
or inter-government tour programs at the local level are other good
examples.

There should be a variety of attempts to expand the exchange of
human resources in the public sector. We should also strengthen
exchange programs among government officials in Northeast Asian
countries. We should also create an exchange program for National
Assembly interns.

Constructing a cooperative system within the Asian region is neces-
sary in order to deal with global issues such as energy, environment,
global warming and natural disasters. In order to substantially help
less-developed countries in Asia, | propose that under the leadership
of Northeast Asian countries, there should be a development fund to
support these less-developed countries.

On Dec. 26, 2003, 27,000 people died after a late night earthquake hit
Iran. On Dec. 26, 2004, South Asia suffered from the catastrophic
tsunami. | propose to designate Dec. 26th of each year as an “Asia
Remembrance Day” to commemorate those who suffered from calami-

Taking the Lead toward an Asian Community 63

ties and to assure that Asians will become one in order to prevent
unexpected future disasters.

We have to take an active part in resolving the contentious history
issue. In order to secure a common historical background, an agree-
ment by the three countries to co-investigate this controversial issue
must be endorsed. Furthermore, to share common historical analyses,
the results of this investigation should be reflected in the approval of
textbooks.

South Korea has been actively involved in creating an East Asian
community. But South Korea needs to reflect on its diplomatic capabil-
ities, considering its lack of tangible results. In spite of the emphasis on
cooperation with ASEAN, the fact that the South Korean vice minister
was too busy dealing with the North Korea nuclear issue and was
even unable to attend a meeting with the ASEAN representative is one
of the many reasons why our efforts lag behind our intentions. This
shows an inadequate preparation of foreign relations for creating an
East Asian community.
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Security Cooperation in
Northeast Asia

Gen Nakatani

once led the Japan Defense Agency, and establishing a securi-

ty framework in Northeast Asia has been my life’s work. We
deployed peacekeeping troops to East Timor and worked alongside
Koreans in a place called Oecussi. | also heard that our peacekeeping
troops were working alongside Chinese in Cambodia.

At the defense ministers’ meeting in Singapore, | argued for estab-
lishing a security framework in Northeast Asia, a PMO center for
peacekeeping operations and a cooperative agency for patrolling the
seas. | long to see the day when Jeju Island will become a center of
cooperation for peacekeeping operations among Japan, China and
South Korea, as they actively participate to secure peace.

Previously, there were some arguments about Japan’s war responsi-
bility and repentance. | was born in 1957 and belong to the post-war
generation. | have never thought of the possibility of Japan starting
another war or becoming a military power. | am currently engaging in
politics with the attitude that we inflicted serious damage on many
Asian countries through a terrible war and that we must never fall into
a similar catastrophe again.

This is my first time participating in the Jeju Peace Forum. |
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In realizing the goal of a security framework in East Asia, | believe
that the crucial point is South Korea. Its economic development in the
1970s, democratization in the 1980s through the Roh Tae-woo adminis-
tration, the Sunshine Policy of the Kim Dae-jung administration, the
inter-Korean summit of 2000 and the Japan-North Korea summit of
2002 known as the Pyongyang Declaration have now led to the
six-party talks that began in 2002.

| think that the current Roh Moo-hyun administration’s attitude of
looking at North Korea not as an enemy but as an object of reconcilia-
tion and cooperation as an extension of independence and democracy
is noble. It has resulted in expanded trade with China, co-hosting of
the World Cup by Japan and South Korea, and a wave of Korean cul-
ture in Japan. The South is continuing to engage the North in dialogue.

One concern in all this though is South Korea’s defense policy. A
transformation of its alliance with the United States is being discussed,
but | do not believe that there are structural tensions between South
Korea and the Untied States. South Korea’s defense is a defense of
itself and results from having the pride to be in charge of defending
itself. Japan is the same.

However, | get the sense that the Korean people are currently trou-
bled about this issue, which has come up for the first time since the
establishment of the republic. What is the concept of South Korea’s
security policy? The Korean leaders will one day make it clear to the
world, | suppose.

Right now, the main issue is the problem of North Korea. The source
of danger in the new world is its nuclear program and its missile pro-
duction and sales. If nuclear materials are sold to terror or guerrilla
organizations, we could have a situation where we would have no
idea when or where catastrophe would strike. We have to stop North
Korea from behaving this way. Our biggest task is getting North Korea
to give up its nuclear program. South Korea is currently talking with
and pressuring North Korea, but there are six possible scenarios.

The best way that avoids conflict is for North Korea to accept the
U.S. proposal or for the U.S. side to accept North Korea. | perceive this
as having a low chance of being realized. Another way that avoids
conflict is to simply maintain the current situation - the United States
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continues its anti-proliferation efforts without the six-party talks ever
coming to fruition; the issue is referred to the UN, but China shows an
ambiguous attitude leading to no resolution; South Korea lets the cur-
rent situation drag on while building industrial complexes in North
Korea or connecting railways between the two countries; and China
continues to aid North Korea.

Then the current situation will be maintained in this ambiguous
environment. In this case, North Korea has nothing to lose. Neverthe-
less, maintaining the current situation is another policy that can be
considered, although to resolve the issue would, of course, be prefer-
able.

The worst-case scenario is a breakout of military conflict. There can
be several possibilities, whether the United States goes it alone,
whether the United States, Japan and South Korea go it together, or
whether North Korea lashes out first. To prevent this worst-case sce-
nario, the United States, China, South Korea and Japan must be allied.

I hope that even as the four countries support South Korea’s efforts
to engage North Korea in dialogue, they put forth at the same time
more active efforts to persuade the North to give up its nuclear and
missile programs. South Korea is a nation where the notion of “give
and take” is valid, so | would like to strongly request this of South
Korea.

Finally, a keyword for security is the availability of information. At
the Singapore meeting, the United States asked exactly what threats
China faces. As China expands its military, it must reveal where and
how it is expanding to deal with what threats, so that we can share its
view of threats, allowing cooperation where possible. For this, dia-
logue between nations is important. By building this cooperation
between China, Japan, the Untied States and South Korea, | hope that
security can be realized in East Asia.
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China’s Peaceful Rise and
Peace and Security of Northeast Asia

Bijian Zheng

beautiful Jeju Island in Korea to attend the international

seminar of the peace forum. As you may know, one of the
hot topics of international attention is whether China’s peaceful rise
is a blessing or a peril to the rest of Asia and the world. In this
regard, | would like to share with you four points of observation
under the title, China’s Peaceful Rise and Peace and Security of
Northeast Asia.

I adies and Gentlemen, Friends: | am very pleased to come to

I. Serious Challenges and Strategic Options

Since the adoption of reform and opening-up policy in the late
1970s, China has been exploring a path to development and has cho-
sen the road of a peaceful rise. That is to say, China will seek a peace-
ful international environment for development and by its own devel-
opment, contribute to the maintenance of world peace. In essence, it is
a development path of taking part in, instead of divorcing itself from
economic globalization and independently building socialism with



68 Building a Northeast Asian Community[Val. 1]

Chinese characteristics. China has stayed on this road for 25 years, and
in another 45 years, by the middle of this century, my country will
achieve basic modernization and reach the level of a moderately devel-
oped country. This is our goal of a peaceful rise.

We are keenly aware that the rise of a country with a population of
1.3-1.5 billion is by no means an easy task. This is especially true in the
first half of the 21st century when we are faced with both a “golden
period of development” and an “intense period of paradoxes.” Speak-
ing of paradoxes, there are three fundamental challenges in the areas
of economic and social growth:

The first is the challenge in resources, especially energy. China lags
behind in terms of per-capita possession of resources. At the same
time, its fast economic growth, low level of technology and know-how
have contributed to the high rate of resource consumption, particular-
ly energy consumption in manufacturing in terms of both aggregate
and unit consumption. The massive shift of international manufactur-
ing to China has also brought about a certain degree of “shift of energy
consumption.” This has made the shortage of resources, especially
energy, a big hindrance to China’s peaceful rise.

The second is the challenge of the eco-system. Grave environmental
pollution, deterioration of the eco-system, low efficiency of resource
consumption and a low recycling rate as a result of fast industrializa-
tion and modernization have all contributed to a bottleneck in sustain-
able growth. This is the backdrop against which China’s leadership is
advocating a scientific concept of development.

The third challenge is a series of paradoxes in coordinated economic
and social development. For example, our GDP has to maintain its fast
growth, and social undertakings also need to keep booming; techno-
logical advances and industry upgrading should be promoted, but
employment should also be augmented; the strong economic momen-
tum in the eastern part must be maintained but development in the
central and western parts should also be promoted; urbanization
should be bolstered but rural areas should be nourished by the
process; there should be fairness in redistribution to narrow the
urban-rural gap, but it should not affect vitality and efficiency in the
economy; more foreign investment should be sought, but the invest-
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ment structure should be optimized; exchange of market for technolo-
gy should continue, but our own innovation is equally important;
reform should be deepened in all fields, but social stability must be
maintained; market competition should be espoused, but the liveli-
hood of those in economic difficulties should also receive attention;
and so on and so forth. The solution to these paradoxes does not lie in
a lopsided approach. Instead, a series of coordinated measures are
called for in order to achieve fast and healthy growth.

These three big challenges in the first half of the 21st century can, in
my opinion, turn into three ways of transcendence, or three strategies,
when the Chinese government formulates solutions:

The first big strategy is to transcend the old-style road of industrial-
ization and continue on the road of new-style industrialization. Since
the Industrial Revolution, the world has taken 250 years to lead 1.5 bil-
lion people into the industrialized society, but we have only 100 years,
from the founding of New China in 1949 up to 2050, to achieve the
goal for the same number of people. China, a populous country, is
marching in step with the advance of world civilization. It is impossi-
ble to stop it. But equally impossible is the old-style road of industrial-
ization of high input, high consumption and high pollution. Therefore,
China is determined to blaze a new road of industrialization character-
ized by high technology input, high economic efficiency, low con-
sumption of resources, low pollution and full play of human resources
advantage.

The second big strategy is to transcend the traditional development
approach that big powers took in modern history and the Cold War
mentality marked by ideology, and to continue participating in eco-
nomic globalization. China will not take the road of the Germany of
World War | or the Germany and Japan of World War 11, i.e. using
force to plunder resources and seek world hegemony. Neither will
China embark on the beaten track of Cold War confrontation and
rivalry for domination, which was a feature of the post-war period.
We are able to transcend both the old road of fighting for resources, an
inevitable consequence of old-style industrialization and the Cold War
mentality of rejecting peace, development and cooperation on account
of ideological differences. We have bravely adopted the reform and
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open-door policy, and that means we will, in the process of participat-
ing in, rather than divorcing ourselves from economic globalization,
learn and benefit from the fruits of human civilization and indepen-
dently build Chinese-style socialism and gradually realize our goal of
a peaceful rise.

The third big strategy is to transcend outdated social management
modes and continue to build a harmonious socialist society. New
problems that China is encountering include simultaneous appearance
of economic vitality and disorders, efficiency and lack of balance. Fac-
ing these paradoxes, China’s leadership is focused on building a social
network that links government control mechanisms with social coordi-
nation mechanisms, complementing government administrative func-
tions with social self-regulating functions and fusing government
management forces with social adjustment forces. This is aimed at
improving governance and social management. Currently, govern-
ment functions in China are gradually being transformed and mecha-
nisms are being built to facilitate the movement of people, rationally
regulate interests, provide stable social security and defuse crises with
efficiency. Moreover, the level of scientific governance, democratic
governance and rule of law is being enhanced and a harmonious soci-
ety is taking shape.

The three strategies for China during the first half of the 21st century
can be summed up as maintaining peace and harmony - external peace
and internal harmony. The goal is to lead the 1.3-1.5 billion Chinese
people in their arduous endeavour to build a better life and make
more contributions to humanity in response to risks and challenges
and through win-win cooperation with other countries. This is the
road to China’s peaceful rise as we understand it, and this is also what
we mean by the great rejuvenation of the Chinese nation.

I1. Reality and Future

For China, to successfully address the “three challenges” and effec-
tively implement the “three strategies” for the realization of a peaceful
rise, it will take more than five, ten or even 20 years. In other words, it
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will not be until the mid-century that noticeable results will be
achieved. The Chinese government has mapped out three stages of
development for the first half of the 21st century, i.e. doubling the
GDP of 2000 by the year 2010; quadrupling it by 2020 and achieving a
per-capita GDP of $3,000; building a moderately prosperous society of
a higher level that will benefit a billion-plus population. On that foun-
dation, a few more decades of hard work until the mid-century will
lead us to the realization of basic modernization and turn China into a
prosperous, democratic and culturally advanced socialist country.

With a view to implementing these strategies, various Chinese gov-
ernment agencies and research departments are focused on how to
meet the challenges through self-reliance and saving resources and
how to promote the building of a harmonious society. Their studies
include short-term, medium-term and long-term development strate-
gies for different fields, particularly energy, environment, population
and the ageing of population. Take energy for instance. The past 20
years saw China quadrupling its GDP at the cost of doubling its ener-
gy consumption and the balance of energy supply and demand was
basically achieved domestically. In the next 20 years, China is set to
quadruple its GDP. How to balance development with energy conser-
vation, how to find a way of saving resources and what is the road of
resource-efficient development—these are questions that cry for a solu-
tion.

The formulation of this goal and studies of long-term planning are
based on the country’s present advantages and economic foundation.
Speaking of advantages and foundations, | would like to bring your
attention to some of the economic and social growth areas in the first
half of the 21st century:

First, along China’s east coast there are clusters of cities vibrant with
economic activities, but in central and western areas are also emerging
central cities. They will be the driving forces behind the nation’s fast
economic growth, centers of manufacturing and logistics services that
enable the country to participate in a global division of labor and com-
petition, places that absorb abundant labor from the vast rural area,
and the hubs that attract advanced productive forces, advanced cul-
ture and international experience. The enlarging middle income
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group, as well as ever increasing demand, both domestic and interna-
tional, will come from these places.

Second, the vast rural labor force is intent on shaking off poverty.
They are not only the reserve force for the country’s manufacturing
industry, but also a vital new force to replace rural deprivation with
industrial civilization. In the future, with training, they will enter
urban areas in an orderly manner, in the quantity of 10 million each
year, thus providing an ever-renewing labor force for urban growth
and creating new market demand, and at the same time dramatically
changing the backward landscape of the nation’s countryside.

Third, the immense vitality of labor, knowledge, technology, man-
agement, capital and other elements has been discharged by the
reform and open policy. China adopts a basic socialist economic sys-
tem that depends on state ownership as the backbone and multiple
forms of ownership in common development. This has not only ignit-
ed the vitality of state capital and continuously advanced a new-style
collective and cooperative economy, but also keeps attracting investors
from home and abroad including private capital from the mainland,
from Hong Kong, Macao and Taiwan, thus spurring entrepreneurial
activities in China and helping form a business-creating mechanism
that promotes productivity and increases employment. Another bene-
fit will be the growing army of high-quality entrepreneurs, and
high-tech, high-skill talents of every stripe.

Last but not the least, it should be noted that practice has proved
that innovation is the unceasing driving engine that propels China’s
prosperity and peaceful rise in the 21st century. This includes innova-
tion in theory, technology, institutions, culture and other areas.

I11. International Experience and
Chinese Characteristics

China, as a country that has been late in modernization, needs most
to study and benefit from international experience, which is the inter-
nal, long-term and objective need for China in its endeavor for a peace-
ful rise. At the same time, China, in its process of rising peacefully and
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creating modernized life for its 1.3 to 1.5 billion population, should
rely mainly on itself, solve its own problems and difficulties, including
solving all the difficulties such as the exodus of labor force from rural
areas, as well as resources and environment etc. That is to say, China’s
modernization drive should have its own characteristics.

First, the energy question. The Chinese people will try to find a way
to achieve energy efficiency with Chinese characteristics. Now the
American average annual per capita consumption of oil stands at 25
barrels, while the figure in China is just 1.5. If we do not consider our
own conditions and naively pursue the “American Dream,” our ener-
gy demand would be unthinkably large and would bring a heavy bur-
den and troubles that weigh down ourselves and the whole mankind.

Second, the flow of redundant rural labor force. We will gradually
embark on urbanization with Chinese characteristics. In the next 20
years among China’s 500 million-odd rural labor force, a redundant
labor force of more than 200 million will join those who have already
come to work in the city. We Chinese should not pursue the “Euro-
pean Dream.” In modern history, more than 60 million Europeans
travelled far and wide to different parts of the world, setting up
colonies and changing the world map. If Chinese were to follow in
their footsteps, we would become a real “Yellow Peril.” We Chinese
living in the first half of the 21st century can only solve this
world-class problem within our territory by coordinating urban and
rural development, and guiding an enormous redundant rural labor
force to move between the rural and urban areas in an orderly manner
without losing their land.

Third, training of the labor force. We will gradually establish a
live-and-learn society with Chinese characteristics that is best defined
by providing employment training to the vast number of rural popula-
tions. We will provide constantly improving vocational training to
hundreds of millions of the rural population, particularly the young, to
help them find jobs in the city or set up their own businesses. As
regards coordinated economic development among different regions,
we will try to establish a development-oriented society with Chinese
characteristics that coordinates development in different regions. That
is to say, while continuing to unleash the economic vitality of the three
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major clusters of cities on the east coast, we will work to rejuvenate the
northeast, and develop the central and western parts.

To sum it up, China, as a country that has been late in moderniza-
tion, needs to study international experience while keeping in mind
our own conditions. We must proceed from the environment of our
times to define the Chinese characteristics. While sticking to our own
road, we should reject the following four conducts: First, we should
not emulate the barbaric acts of launching wars to plunder other coun-
tries’ resources; second, we should not emulate the Cold War mentali-
ty of exporting ideologies and values; third, we should not emulate
predatory acts in the process of industrialization such as excessive con-
sumption of non-renewable resources; and fourth, we should not emu-
late the expansionist acts of massive exporting of emigrants and set-
ting up overseas colonies. Our nation suffered bitterly in the past 100
years, and our understanding is: we should not do anything harmful
to others, whether or not it is in our own interest, as the Chinese say-
ing goes: “Don’t do to others what you would not have them do to
you.”

You may see from my speech that China’s development road to a
peaceful rise is not merely a foreign policy, but an integration of both
domestic and foreign policies; it does not only concern economic
growth, but also parallel economic and social development; it is not
only about innovation of science and technology and economic
restructuring, but also the integration of market economy, democratic
politics, science and culture as well as good citizenship. To be more
specific, the road will lead to another great reform and change of Chi-
nese society in the first half of the 21st century. Such a gigantic historic
task will keep our leadership and the Chinese people very busy in the
coming decades. We can only concentrate our energy on fulfilling this
task. We have neither the strength nor intention to threaten others.

IV. China’s Rise and Asia’s Opportunities

An important result of China’s peaceful rise is the emerging of a
huge market with a population of 1.3-1.5 billion. It is linked with the
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peaceful rise of Asia as a whole. It means that, as an Asian country,
China will play an increasingly positive role in the prosperity and sta-
bility of other Asian countries, particularly its neighbors. China’s rise
will present major historical opportunities to Northeast Asia and the
rest of the region.

First, regional development and prosperity. China on a peaceful rise
helps shape a new type of cooperation in East and Northeast Asia fea-
turing mutual benefits, mutual assistance and mutual complementari-
ty. Between 2001 and 2003, China’s imports grew by 33.1 percent from
ASEAN countries, and 27.3 percent from Japan. China-ROK two way
trade grew at an annual rate of 40-50 percent. ROK’s investment in
China has grown from $120 million in 1992 to the present $6.2 billion.
China has become the most important trading partner and investment
market. Today, internal trade in the East Asian economic region with
“10+3” at its core accounts for 54 percent of total trade of all East Asian
countries, 20 percent higher than in 1980. The figure exceeds the inter-
nal trade of NAFTA, which is 46 percent, and is close to that of the
euro zone, which is 64 percent.

Second, regional stability and security. A series of non-conventional
security crises since 1997 have shown that the multiple forms of coop-
eration existing among East Asian countries have already surmounted,
are surmounting and will surmount differences in social systems and
culture. China’s peaceful rise is conducive to a more balanced configu-
ration in East Asia and Northeast Asia. We may say that this configu-
ration also contributed to the establishment of the six- party talks
mechanism aimed at addressing the Korean Peninsula nuclear issue.
Although hot spots and historical conflicts remain in this region, |
believe that statesmen and peoples in East Asia have the wisdom to
solve them.

In addition, China’s peaceful rise creates conditions for China, the
Republic of Korea, Japan and the United States to communicate with
and understand each other, as well as foster common interest. Just
about a decade ago, the ROK was perceived as a mysterious country in
the eyes of the ordinary Chinese. But now, this perception has been
replaced by an ever increasing affinity between the Chinese and ROK
people. Many Koreans find a home in Beijing’s Wangjing residential
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area and created a “Korean Town” there, so to speak. Korean movies
and TV series have brought about “Korean vogues” in China. | believe
that a similar friendship between Chinese and American people, and
between Chinese and Japanese people will gradually emerge. This
shared emotional tie is the most potent guarantee for maintaining
peace and security in Northeast Asia.

It is not to be denied that China’s peaceful rise will lead to some
competition in this region. But this is friendly, cooperative, mutually
beneficial competition that will result in a win-win scenario. It is by no
means an arms race, or rivalry for spheres of influence, or for hegemo-
ny. No one should have strategic misjudgement on this issue.

Thank you all!
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China and Northeast Asian Cooperation

Zhaorong Mei

r. Chairman,

M Ladies and gentlemen,

It's a great pleasure for me to attend the Third Jeju Peace
Forum and exchange views with friends from various countries on the
topic of Domestic Politics and Community Building in Northeast Asia:
Opportunities and Constraints. | would like to take this opportunity to
express heartfelt thanks to the kind invitation and gracious hospitality
of our host.

In today’s world, people are talking a lot about China’s “rise” and its
implications. However, the benevolent see benevolence while the wise
see wisdom. Some fabricate the so-called China threat, taking China’s
rapid economic growth as a pretext, while others describe the various
challenges and problems faced by China as signs of being on the verge
of collapse. Neither is correct. One must proceed from facts in judging
whether China’s development is a “blessing” or a “curse” to the
world. China’s development not only brings about practical wellbeing
to the Chinese people but also contributes positively to the world.
China’s promotion of the world economy for years has generated rich
profits for investors from various countries, offered commodities of
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good quality at low prices for consumers of various countries and
played a role in optimizing the world’s economic pattern. Of course,
China’s economic development means more competition for some
countries, which, of course, is in line with the rules of the market.
Competition is good for progress. If China were in chronic poverty
and decline, that would be a disaster for neighboring countries and the
world at large.

There should be a practical and realistic evaluation of China’s devel-
opment level. Indeed, from its reform and opening in 1978, China has
maintained an annual growth of over 9 percent on average for more
than 20 years running. Today, China is ranked number six in the
world in terms of the size of the economy and is number three in total
imports and exports. It has taken in an accumulated $560 billion in for-
eign investments. It has over $600 billion in foreign exchange reserves.
China has successfully resolved the problem of food and clothing for
one-fifth of the world’s population. 220 million people have been lifted
out of poverty, accounting for 75 percent of the worldwide reduction
in poverty. Achievements are no doubt great. However, as Premier
Wen lJiabao said vividly: however much China accomplishes, the
achievement is insignificant when divided by 1.3 billion; however
small China’s problems are, they loom much larger when muiltiplied
by 1.3 billion. Globally, the size of China’s economy is no more than
one-tenth of the U.S. and the EU economy and one-fourth of Japan’s
economy. China’s per capita GDP is just over $1,200, far behind the
$13,000 of the Republic of Korea. There are more than 26 million peo-
ple living in poverty in China’s rural areas. Measured against the
world standard for low-income people, the number will go up to 80
million. Adding the 20 million recipients of minimum life allowance in
urban areas, there are nearly 100 million people living a difficult life in
China. In a word, China is still faced with the arduous task of fighting
poverty.

More than that, China is a big agricultural producer with a relatively
weak foundation. It is urgent to maintain the growth of grain output
and farmers’ income. In the international division of labor, China is at
the lower end of the added value chain of the manufacturing sector,
with low technological contents in products and an overall disadvan-
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tage in international competitiveness. Particularly with rapid social
and economic developments, various new contradictions and prob-
lems keep cropping up. To sum up, there are three major challenges:
first, unbalanced regional development, widening disparity and
increasingly severe unemployment; second, a shortage of resources,
water and cultivated land that falls short of the demands of fast eco-
nomic development; third, industrialization and modernization also
worsen environmental pollution and the biological environment, and
call for urgent treatment and improvement. All these are urgent on
China’s domestic agenda.

In recent years, in order to address problems and contradictions in
the course of development, China has stipulated and implemented a
number of strategies and policy measures, the most important among
which is to abandon the obsolete path of industrialization featuring
high input, high consumption and high pollution, and switch to a new
one with high technological contents, good economic returns, low
resource consumption, less environmental pollution and full play of
advantages in human resources. China resorts to government-led
macro-control and social coordination mechanisms, including the
implementation of the strategy of developing China’s western regions
and of reinvigorating old industrial bases in Northeast China. China
also strives to constantly improve social insurance institutions and
help the disadvantaged, take such measures as governance by scientif-
ic, democratic and legal means, build a harmonious society, break
from the historical precedents of big countries doing harm to others in
the course of a rise, take an active part in economic globalization, keep
deepening reforms and opening wider to the outside, engage in coop-
eration with countries on an equal footing, and walk a path of peaceful
development, mutual benefit and win-win. Our goal is to double our
GDP to $4 trillion by 2010 on the basis of 2000 and quadruple it by
2020 to reach a per capital amount of $3,000 to build a well-to-do soci-
ety in an all-around way that benefits 1.3 billion people. Building on
that, our goal is to by and large accomplish modernization by the mid-
dle of this century and move into the ranks of medium-developed
countries.

Domestic development objectives determine the fundamental tasks
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of China’s foreign policies, that is, to strive for a peaceful and stable
international environment, a good neighborly and friendly surround-
ing environment, an equal and mutually beneficial cooperation envi-
ronment, and an objective and well intentioned media environment to
serve the building of a well-to-do society in an all-around way. In its
diplomatic priorities, surrounding countries are given prominence.
Among surrounding countries, Northeast Asia undoubtedly occupies
an outstanding place.

From a security perspective, there are still legacies from the Cold
War period in Northeast Asia. There are feuds and deep-seated dis-
trust among some countries. Some have disputes over territories, mar-
itime space and maritime rights and benefits. In particular, the Korean
Peninsula has long been divided and plagued by military confronta-
tion. The Korean nuclear issue has the potential of tension and con-
flicts. This is also where strategic interests of big powers overlap and
clash.

From an economic perspective, Northeast Asia is an important pole
of growth and a place of technological innovations for the world econ-
omy, and weighs heavily in the world economy. Japan and the Repub-
lic of Korea occupy a prominent place in China’s foreign economic
relations. Therefore, along the foreign policy line of “living in amity
and partnership with neighboring countries” and the policy of “good,
safe and rich neighbors,” China tries its utmost to seek common devel-
opment and security with countries in Northeast Asia, particularly the
ROK and Japan.

As China sees it, there are enormous potential and broad prospects
for economic cooperation in Northeast Asia. First, different countries
have different stages of development. A strong complementary aspect
exists in economic elements, such as capital, technology, resources,
labor and market. There is enough room for expanding cooperation.
Second, China, Japan and the ROK have a longstanding history of
exchanges and a common cultural heritage, which provide favorable
conditions for mutual understanding and exchanges that are richly
endowed by nature. Third, as near neighbors, these countries are sepa-
rated by a narrow strip of seawater. Favorable geographical locations,
plus modern transportation conditions, have provided conveniences
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for mutually beneficial cooperation. Fourth, China is implementing the
strategy of reinvigorating old industrial bases in Northeast China,
which will provide a new field for regional cooperation in Northeast
Asia, with advantages in geographical location, industrial base, educa-
tional, scientific and technological levels, degree of urbanization, labor
resources, as well as natural conditions for developing modern agri-
culture.

Given the aforesaid, China actively supports multi-level regional
cooperation of mutual benefit and win-win, and would like to explore
forms and mechanisms of cooperation adapting to characteristics of
the region with countries in Northeast Asia, in line with the principle
of mutual benefit and the principle of seeking common ground while
setting aside differences, and to promote political and security cooper-
ation with economic cooperation.

There is no denying that an important precondition for the promo-
tion of cooperation in Northeast Asia is to ensure peace, stability and
the mutual trust of countries in the region. The Korean nuclear issue,
which attracts the world’s attention, relates to peace and security of
the peninsula and Northeast Asia. China’s position on this issue has
always been consistent: to safeguard peace and stability on the penin-
sula; stand for a nuclear-free peninsula; insist on peaceful settlement
through dialogues; and the DPRK’s reasonable concerns on security,
etc. should be addressed. We hold that the six-party talks are an
appropriate framework and correct way of addressing the Korean
nuclear issue. With an objective and fair approach, China has unremit-
tingly done the job of persuading relevant parties into peace and
encouraging negotiations, and played a unique role for the promotion
of six-party talks. However, given the complexity of the Korean
nuclear issue, in particular, the lack of mutual trust among relevant
parties and their severe differences, it is inevitable for the peaceful
negotiation process to be plagued by difficulties and twists. However,
peace is the greatest value. Peaceful settlement through dialogues is in
the best interest of all parties and the only viable option. This calls for
all parties, in particular the main parties, to demonstrate utmost
patience, sincerity and flexibility. China does not agree to the practice
of exerting pressures or threatening sanctions on a certain party, as
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this is not helpful to the settlement and will only complicate the case.

Another issue affecting bilateral relations and regional cooperation
in Northeast Asia is the rightist tendency in Japan’s domestic politics
and its reflection on foreign policy. As the second-largest economy in
the world, Japan could have made important contributions to the
peace, stability and regional cooperation in Northeast Asia and Asia at
large. However, Japanese leaders did not adopt a repentant attitude
toward the country’s history of aggression, repeatedly paid respects to
the tablets of Class A war criminals in Yasukuni Shrine, and distorted
and beautified the war of aggression through revising its history text-
books, which gravely hurt the national feelings of people in countries
that suffered dearly from Japan’s aggression. Japan has also made ter-
ritorial claims to its neighbors and even listed China’s Taiwan into the
common strategic objectives of the Japan-US military alliance. People
cannot help asking: What on earth does Japan want? As president Roh
Moo-hyun remarked not long ago, if Japan does not reflect on and
apologize for its history of invading Asian countries, there could not
be the kind of mutual trust and reconciliation between Germany and
France between the ROK and Japan. President Hu lJintao also pointed
out to the Japanese prime minister not long ago: “A correct under-
standing of and approach toward history means that Japan must trans-
late the repentant attitude expressed on that war of aggression into
action and refrain from anything that hurts the feelings of the Chinese
people and the peoples of other Asian countries.

The question of Taiwan is the core interest of China, relating to the
national feelings of 1.3 billion Chinese. The Japanese government has
reiterated its insistence on the One China policy, not supporting
‘Taiwan Independence.” We hope that the Japanese side will honor the
aforesaid commitments with actions.” Only by learning from Ger-
many, reflecting upon its history in earnest and translating its repen-
tant attitude toward victim countries into actions can Japan win trust,
which is necessary for Japan to live in amity with its neighbors and
promote Northeast Asian cooperation, and helpful for Japan to play
more roles internationally, which is where Japan’s long-term interests
lie.
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U.S. Politics and Community-
Building in Northeast Asia

Donald Gregg

United States has not been helpful to community building in

Northeast Asia. That’s how | relate these two subjects. | think
that the United States has an absolutely legitimate concern about
North Korea as a breaker of NPT, a possible proliferator and a possible
seller of weapons to perhaps terrorist groups. But we have not been all
understood in the way that we have calibrated. The introduction of
our concerns into Northeast Asia, which is at a unique period of histo-
ry, where perhaps age-old animosities can be put aside and a nuclear
committee can emerge.

I’'ve been deeply moved by what I've heard from Prime Minister
Murayama and Professor Wada. Both of them have a keen sense of the
isolation which Japan still suffers from to a certain extent in this
region. I've been struck by how many people have spoken, starting
with Mr. Han Seung-soo, that we need a new paradigm to develop
fully a community spirit in Northeast Asia. | thought that the talk
about setting up a parallel set of six-party talks was a terrific one. |
don’t usually like to give compliments to Rumsfeld. But I think that “if
you can’t solve the problem, broaden it” has a very interesting applica-

The theme of my remarks will be that domestic politics in the
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tion here. So all is not lost. But as Don Oberdorfer said, the game has
changed. | would add that at the six-party talks track two version in
Chingtao in October 2003, the Chinese were gracious hosts. The core
group at that meeting was Chinese, Russians and South Koreans. The
three isolated countries were the United States, Japan and North
Korea.

Fu Ying said at that time that we all agree that what we want is a
nuclear-free Korean Peninsula, including North Korea. All agreed as
to where we want to wind up, which is a demonstrably nuclear-free
Korean Peninsula. We don’t know how to get from position one to
position two. We don’t know who’s going to make the first move, and
we don’t know whether it is parallel, simultaneous or sequential. And
she turned to the American representative and said, what do you have
to say to that. And he said, all | can say is that North Korea doesn’t
have to do everything before we do anything. And she said, that
sounds more like an attitude than a policy. And I don’t really think
that we’re much closer to enunciating policy toward North Korea than
we were at that time.

South Korea and the United States are vibrant democracies. We have
both elected controversial presidents. There is a lot of tumult in both of
our societies, about what those presidents are doing and are not doing.
I’ve just brought a couple of books to mind. One is called “Sands of
Empire” by Robert Merry, a former Wall Street Journal reporter, who
accuses Bush of running what he called a “Crusader State.” Richard
Haas, now chairman of the Council on Foreign Relations, has a book
called “The Opportunity.” There is a wonderful quote in it: “The Unit-
ed States does not require the world’s permission to act but it does
require the world’s support to succeed.” | think that applies very
much to the situation here in this region.

I’'ve been impressed by what I’'ve heard from our Russian and Chi-
nese friends about their developmental plans. | certainly think that the
stage has been set better than it ever has been for this region to emerge
as a bellwether for the world. The problem is North Korea. Does North
Korea want to permanently maintain nuclear weapons? | don’t know
the answer to that. We had just discovered through the documents
that have been declassified out of Russia and Hungary that North
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Koreans had pursued nuclear weapons development since the 1960s. |
think that the United States has really underestimated how much
North Koreans want those nuclear weapons, how much they valued
their deterrent capacity and how much it’s going to take you to get
them to give them up. And | think the penalties for not directly
addressing North Korea at an earlier time grew heavier with the pas-
sage of time.

So | think that our friends here in the region—and we have a lot of
friends and we deserve a lot of friends, because our record in the Pacif-
ic since the end of World War Il has been extraordinary. And | think
our record over the past four-and-a-half years has fallen off that stan-
dard. But that’s not saying it’s going to be that way forever. And |
think the conferences like this are tremendously valuable. | hope very
much that a continuing role can be played by Jeju in bringing into
fruition some of the very good ideas that have been voiced through
this conference. Thank you for giving me opportunity to speak.

Thank you.
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Reflections on the 2000
Inter-Korean Summit and

Its Implications for Peace and
Security on the Korean Peninsula

Dong-won Lim

was a truly historic event that served as a turning point in the

history of the divided nation on the Korean Peninsula. The
South-North Joint Declaration adopted at this meeting was seen as a
declaration starting a peace process aimed at ending the Cold War on
the Korean Peninsula.

On June 13, 2000, then President Kim Dae-jung of the Republic of
Korea arrived in Pyongyang to attend the very first inter-Korean sum-
mit since the division of the Korean Peninsula. North Korean leader
Kim Jong-il greeted him with a memorable statement, saying:

T he inter-Korean summit in 2000 that took place in Pyongyang

“In defiance of fear, President Kim has bravely visited Pyongyang.
There are armed soldiers on the front line ready to fire at each other.
Yet, President Kim even undertook an inspection of an honor guard of
the Peoples Army. This is such an extraordinary contradiction,
wouldn’t you agree?”

It was indeed a contradiction for President Kim, who was also Com-
mander-in-Chief of the ROK Armed Forces, to visit the capital of
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North Korea and inspect an honor guard of the North Korean Army at
a time when the two sides were in a tense military standoff with the
very real possibility of war breaking out at anytime.

After more than a half-century since the end of the Korean War, 1.7
million soldiers still stand face-to-face at the cease-fire line, with an
armistice regime remaining tenuously in place. Tensions on the penin-
sula were raised due to the frequent infiltration of North Korean com-
mandos while the largest post-truce sea battle in the western sea
between naval ships of the South and North took place about a year
ago.

Although it had been over ten years since the Cold War between the
U.S. and the Soviet Union came to an end, South and North Korea
were not able to overcome their mutual distrust and hostility and thus
engaged in a zero-sum game. Therefore, President Kim Dae-jung visit-
ed Pyongyang to alleviate this contradiction of the peninsula.

The inter-Korean summit was meant to serve as a turning point
toward a positive-sum game that would provide the right environ-
ment and conditions for North Korea to begin to open up and reform
in conjunction with policies designed to pursue common prosperity
for both the South and North.

It is safe to say that this summit was the fruit of the former presi-
dent’s sunshine policy, aimed at reconciliation and cooperation
between the South and North. This policy was warmly received and
actively supported by numerous countries including the United States,
China, Russia and Japan. Confronted with dire economic circum-
stances, North Korea, in pursuing a survival strategy, was also in favor
of this policy.

It is also safe to say that the summit was the culmination of coopera-
tion between the ROK and the U.S. in coordinating their North Korea
policy. The Clinton administration actively worked to improve
US-North Korea relations by cooperating with the ROK government.
In other words, an active engagement policy toward North Korea on
the part of the U.S. contributed to the realization of the inter-Korean
summit.

Reflections on the 2000 I nter-Korean Summit 91

I. Significance of the Inter-Korean Summit

The very first negotiating item as well as the most important issue of
the summit was to eliminate the danger of war by working to establish
peace on the Korean Peninsula.

Inaccurate information, misunderstandings, misjudgments, miscal-
culations and mutual distrust between leaders of hostile nations are
said to be the causes of war. If leaders can sit down face-to-face to
exchange accurate information, remove any misunderstandings, cor-
rect misconceptions, pass fair judgment and build political confidence,
they will certainly be able to prevent war and relieve tensions.

Through three days of meetings and conferences, the leaders of
South and North Korea had frank discussions with each other. Both
leaders acknowledged that a war would only cause the destruction of
the Korean nation, and thus they agreed that neither side would
invade the other. They also agreed not to pursue unification either by
“communizing the South” or by “absorbing the North,” confirming a
common understanding on both sides that neither option would be
possible for the Korean Peninsula.

They agreed to respect each other by putting an end to all subver-
sive activities and slandering. Subsequently, North Korea stopped
defamatory loudspeaker broadcasts along the cease-fire line and South
Korea took the same steps the very next day.

Furthermore, both leaders agreed on working to realize the denu-
clearization of the peninsula in abiding by the 1992 Joint Declaration
on the Denuclearization of the Korean Peninsula and the 1994
US-DPRK Agreed Framework. In order to achieve peace and stability,
North Korea would work to improve relations with the U.S. and
Japan, and South Korea would actively support North Korea in this
matter.

President Kim emphasized the fact that due to the geopolitical loca-
tion of the Korean Peninsula, it would be impossible to achieve peace
without the support and cooperation of neighboring nations and thus,
it should be an open rather than closed independence. He also stressed
the importance of security and cooperation in Northeast Asia and that
it would be desirable, for the sake of stability, for U.S. Forces continue
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to be stationed in Korea.

Under the condition that the status and role of the USFK be adjust-
ed, North Korea showed approval of the U.S. Force’s presence on the
Korean Peninsula as a balancer and stabilizer, and made clear that its
position had been directly notified to the U.S. administration in early
1992.

In establishing a level of trust between the two sides aimed at pre-
venting war, inter-Korean relations began to improve in a direction
toward fundamentally eliminating security threats and firmly estab-
lishing peace on the peninsula. After the inter-Korean summit, ten-
sions between the South and North and the risk of war actually began
to decrease.

Second, South and North Korea began to share a common percep-
tion in regards to the issue of unification. In answering the question of
achieving unification, where neither communizing the South nor
absorbing the North is an option, the two leaders agreed to pursue
gradual unification through exchanges and cooperation on the princi-
ple of peace and on the basis of recognizing unification as both a goal
and a process.

The unification plan of South Korea involves integrating the two
societies first through exchanges and cooperation and then pursuing
national unification in the future. By creating a confederation, it aims
to lead the current divided nation toward a peaceful unification where
de facto unification should be realized before de jure unification.

The North Korean leader also acknowledged that unification cannot
be achieved overnight and that both Koreas should work their way
through the unification process over a long period of time by peaceful-
ly coexisting with each other. Thus, he recognized South Korea’s unifi-
cation plan as reasonable and realistic.

Unification-first principles and a belief that unification must be
achieved immediately by every possible means had long existed
among some Koreans. However, the two leaders recognized that this
was unrealistic and confirmed that they should approach unification
through a process by first establishing peace.

Third, the inter-Korean summit had paved the way for both sides to
build mutual trust by vitalizing exchanges and cooperation between
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them.

The biggest barrier in inter-Korean relations is the half-century of
deep-seated distrust that developed between the two sides. Both lead-
ers recognized that establishing trustworthy relations is their top prior-
ity. This requires action not words. They agreed to build trust by
putting agreed terms into action.

The two leaders came to an agreement on workable matters, such as
the reunion of separated families; reestablishing rail and road links;
constructing an industrial complex to pursue common interests by
combining capital and technology from the South with labor from the
North; economic cooperation; social and cultural exchanges; and pro-
moting dialogues between the two Koreas. These words were put into
action almost immediately after the summit meeting.

For the past five years since the summit, some significant changes,
although not all that satisfying, have taken place on the peninsula. Fol-
lowing the opening of the sky and sea between the South and the
North, rail and road links that pass through the demilitarized zone
(DMZ) were established. The Gaesong Industrial Complex is being
constructed and operation of the factories has already begun, as has
the Mt. Geumgang Tourism Project in the east peace corridor.

There was also some progress in building military confidence
between the two sides. Both armies are cooperating closely with each
other to establish rail and road links and oversee exchanges of human
and material resources. Military conferences are being held and a hot
line between the South and the North’s military bases is also in opera-
tion.

As a result of these actions to forge progress in inter-Korean rela-
tions, mutual trust grew while hostility originating from the confronta-
tional era of the Cold War was alleviated. As these excessive feelings
of crisis diminished, there have been desirable changes in the internal
order of the South and North.

North Korea introduced market-oriented economic reforms. It is
currently undergoing a significant transformation where the public
distribution system that bolstered the socialist system is being abol-
ished step by step, market forces are strengthening and the principle of
equality in distribution is disappearing. The speed of this transforma-
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tion can be accelerated with the introduction of capital and technology
from overseas.

Il. Peace Process on the Korean Peninsula

The inter-Korean summit, where the two leaders agreed on pursu-
ing gradual unification while peacefully coexisting with each other,
paved the way for the development of inter-Korean relations. Since the
summit, both sides began a peace process to end the Cold War on the
peninsula through political, military, economic, social and cultural
exchanges and cooperation.

Nonetheless, it is difficult to solve all the problems of the Korean
Peninsula by merely making efforts to improve inter-Korean relations.
Even these efforts are being challenged by external influences. Due to
the peculiarity of the Korean agenda, multidimensional and compre-
hensive efforts toward the peace and prosperity of Northeast Asia
must also be made to dismantle the Cold War structure on the Korean
Peninsula.

This Cold War structure consists of numerous interdependent ele-
ments. Some examples include mistrust and confrontation between
South and North Korea, North Korea’s closed-ness and rigidity, hostil-
ity between North Korea and the U.S,, the North Korean nuclear prob-
lem and the Cold War order of Northeast Asia.

In order to transform the armistice regime into a peace arrangement,
inter-Korean relations must improve and North Korea must undergo
considerable changes by opening up and undertaking reform.
US-DPRK relations must be normalized with the resolution of North
Korea’s nuclear problem, and arms control must be realized. Further-
more, a viable mechanism for security and cooperation in Northeast
Asia must be established. These elements must achieve progress
together.

Despite ups and downs, inter-Korean relations have improved since
the summit. Tension has been reduced and trust has been built
between the two sides. North Korea has been pursuing market-orient-
ed economic reform.
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In fact, at one time, the future looked bright for improvements in
US-DPRK relations and for a resolution of the North Korean nuclear
problem as well. By adopting the 1994 US-DPRK Agreed Framework,
the Clinton administration had found a means to freeze nuclear activi-
ties in North Korea and to settle missile-related issues. It also adopted
the 2000 US-DPRK Joint Communique to improve relations with
North Korea and in turn, a visit to North Korea by then President Clin-
ton was planned. If this had taken place, the fate of the Korean Penin-
sula would have been different today and it could have also helped in
establishing a new order for peace and prosperity in Northeast Asia.

However, the tide turned with the Bush administration, which
adopted a more hard-line North Korea policy, citing North Korea as
part of an “axis of evil” subject to regime change and preemptive
attacks. In turn, the North Korean nuclear problem resurfaced in
response to hardened U.S. policy. It is certainly deplorable to witness
heightened security threats on the peninsula. North Korea’s develop-
ment of nuclear weapons cannot be tolerated and the Korean Peninsu-
la must be denuclearized.

It is easy to distrust and detest, and become increasingly confronta-
tional, adopting a rhetoric of “axis of evil” or “outposts of tyranny”;
however, this would not help to solve problems. As seen in Cuba and
Irag, a containment policy that comes with pressure and isolation to
force the capitulation or collapse of a nation would only reinforce dic-
tatorship and cause a tremendous amount of suffering for the citizens
who reside in that nation.

Through a process of resolving the North Korean nuclear issue and
improving relations, the U.S. should use an engagement policy that
induces change in North Korea rather than trying to solve problems by
regime change. The U.S. should engage North Korea and provide the
environment and conditions in which North Korea no longer feels the
need to possess or develop nuclear weapons. This would be beneficial
for both the U.S. and Northeast Asian peace and stability.

Furthermore, the Bush administration should not only recognize
North Korea as a sovereign nation but also accept the current regime
as a negotiating partner, while making efforts to engage in a sincere
negotiation that aims for nonproliferation rather than regime change.
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It would be desirable for the administration to engage in a comprehen-
sive give-and-take approach in diplomatic, security, economic, and
trade sectors.

Peace on the Korean Peninsula depends largely on U.S. policy
toward Northeast Asia. Instead of maintaining a Cold War order, it
should work toward the peaceful resolution of North Korea’s nuclear
proliferation and normalization of US-DPRK relations. Moreover,
through a process of realizing arms control on the peninsula and trans-
forming the armistice into a solid state of peace, changes in North
Korea could be facilitated.

In addition, the U.S. needs to play an important role as a balancer
and stabilizer in Northeast Asia so that China and Japan can con-
tribute to this region. It would be in the best interests of the U.S. to ini-
tiate the establishment of an organization for Northeast Asia security
and cooperation, and to seek peace and prosperity for the Korean
Peninsula as well as Northeast Asia as a whole.

South Korea should devote itself to making more active efforts to
improve inter-Korean relations. Korean problems cannot be resolved
by making the inter-Korean summit conditional on prior progress in
the North Korean nuclear issue. A change in the way of thinking is
strongly desired regarding this matter. Due to the special,
multi-faceted characteristics of the issue, it is inevitable that a resolu-
tion of the North Korean nuclear problem will take considerable time.
Therefore, instead of being put on hold, inter-Korean relations must be
revitalized in order to help resolve the North Korean nuclear problem.
Progress on the resolution of the North Korean nuclear issue must run
parallel with the improvement of inter-Korean relations.

An inter-Korean summit should provide a forum for the South and
North to comprehensively negotiate all matters concerning the Korean
problem and to build trust between them. It is crucial for inter-Korean
relations that both sides maintain communication channels and build
trust by exchanging special envoys.

For the development of inter-Korean relations and peace on the
peninsula, the summit meetings should take place on a regular basis.
The 2000 inter-Korean summit proved that only by sitting face-to-face
and engaging in direct dialogue, is change from above possible. Such a
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summit provides a shortcut to problem solving.

Despite all the difficulties and challenges that the South and North
might face in the future, they should make their best efforts to abide by
the Joint Declaration. In this process, a South-North economic commu-
nity should be established and arms control should be realized in pur-
suit of a common security. With the formation of the South-North
Confederation, the armistice should be replaced by a peace regime.
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The North Korean Nuclear Crisis
and Strategy for Breaking
the Current Stalemate*

Charles L. (Jack) Pritchard

I. The Origins of the Current Nuclear Crisis

In the summer of 2002, the Bush administration had finished its sec-
ond North Korea policy review and was prepared to dispatch a presi-
dential envoy, Assistant Secretary of State James A. Kelly, to
Pyongyang to enter into discussions designed to lead eventually to a
normalized relationship between the United States and the Democratic
People’s Republic of Korea (DPRK). At the heart of the U.S. policy was
a proposal, termed the “Bold Approach,” that envisioned a series of
quick, bold steps by the DPRK that would fundamentally transform
North Korea and address U.S. security concerns. In return, the United
States would be prepared to provide significant amounts of economic
assistance and take the necessary steps toward normalization.

In June 2002, the United States sought to arrange a trip by Assistant

* Information and analysis for this paper are current as of April 30, 2005, the date
conference papers were submitted. Suggestions or comments made in the paper
may be overcome by actual events between the time the paper was prepared and
the time of the conference.
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Secretary Kelly to Pyongyang on July 10 of that year. Those arrange-
ments were requested of the DPRK’s permanent representative to the
United Nations in New York City by the special envoy for negotiations
with the DPRK. While the United States was waiting for a response
from Pyongyang approving the trip, two significant events occurred.
First, the U.S. intelligence community issued a classified finding that
North Korea had embarked on a large-scale program to produce high-
ly enriched uranium for the purpose of creating a secret nuclear
weapons program. The administration had known for some time that
Pyongyang was engaged in a limited research and development pro-
ject using Pakistani supplied centrifuges to enrich uranium, but the
information that became available in late June 2002 made clear that
North Korea was seriously attempting to develop a clandestine
nuclear weapons program on a large scale.

As the administration pondered what steps to take, it became appar-
ent that it would not be ready to address this new information in a
meeting with North Koreans on July 10. The question then became
how to postpone the meeting until the administration was prepared to
raise the highly enriched uranium (HEU) issue with the North Kore-
ans. The answer came in the form of an unfortunate military clash
between South Korean and North Korean patrol boats on June 29 in
which a South Korean boat was sunk and several South Korean sailors
were killed. Because of a continuing desire to see bilateral talks
between the United States and North Korea materialize, Seoul advised
Washington to disregard the patrol boat incident and proceed with the
scheduled meeting on July 10. However, the United States had not yet
shared with Seoul its newly formed intelligence estimate that
Pyongyang was engaged in a large-scale effort to produce enriched
uranium and instead took the opportunity to inform Pyongyang that it
was inappropriate under the circumstances of the military clash at sea
to meet and withdrew the request for the July 10 meeting.

Once the administration had decided that it needed to confront
North Korea on its HEU program, a new opportunity to engage
Pyongyang had to be created. This was not an easy proposition since
the administration was very much divided on the merits of engage-
ment. However, several events worked in favor of the pro-engagement
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approach. The first came shortly after the sinking of the South Korean
patrol boat when Pyongyang issued a statement of regret over the loss
of life. This was as close to a public apology as Seoul could expect, and
since it was offered without pressure or passage of too much time,
South Korean officials accepted it as a closure to the unfortunate clash
at sea. Seoul then reemphasized to Washington the importance of
engagement. It is important to note that Seoul still had no information
about the HEU program and assumed that the reengagement by
Washington with Pyongyang would lead to the normalization process
that was postponed by the cancellation of the July 10 meeting.

The next event that helped the pro-engagement forces within the
administration was Secretary Powell’s supposedly unscripted, chance
encounter with his DPRK counterpart, Foreign Minister Pak Nam-sun
on the margins of the ARF Ministerial meeting at Brunei. That
encounter was followed by the last minute approval by Secretary Pow-
ell for the U.S. representative to the Korean Peninsula Energy Devel-
opment Organization (KEDO) to travel to Kumho, North Korea, to
attend the concrete pouring ceremony for the second light water reac-
tor (LWR). In both cases, Secretary Powell made the decision without
consultation with others in the administration. Within the administra-
tion, there was concern that attending the concrete pouring ceremony
would be sending exactly the wrong signal that the Agreed Frame-
work and the LWR project were on track and supported by the admin-
istration at a time when the United States had credible information
that Pyongyang was in violation of the terms of the Agreed Frame-
work.

The U.S. representative to KEDO rewrote an initial draft speech that
had been prepared by the Department of State’s Korea Desk for deliv-
ery at the Kumho ceremony, toughening the language to take into
account the underlying concerns about a secret HEU program. Even as
the U.S. representative began his last minute travel to Seoul to meet
with other KEDO board members, the Kumho remarks continued to
be vetted within the interagency process. Suggestions by the Depart-
ment of Defense were so onerous that the U.S representative decided
to ignore them as unsalvageable and work directly over the phone
from Seoul with the National Security Council’s director for
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counter-proliferation to reach an acceptable and rational text that
could be used at the Aug. 7, 2002 events in Kumho.

The remarks were crafted to send a signal to Pyongyang that all
aspects of the Agreed Framework were important. In the opening por-
tion of the remarks, the U.S. representative said, “The Agreed Frame-
work has been a key component of US-North Korea policy. When we
agreed to the terms of the Agreed Framework, we did so with the full
expectation that all aspects of our concerns over North Korea’s nuclear
program would be resolved finally and completely. As administration
officials have stated many times, the United States will continue to
abide by the terms of this accord so long as North Korea does the
same; we expect the DPRK to abide by the fact and the spirit of the
agreement.” The italicized portions were intended to be an unspoken
association of U.S. concerns with North Korea’s HEU program. Media
coverage of the event reported the remarks and the event in a straight-
forward manner, much to the relief of Secretary Powell, and helped
create the environment in which a decision was made to seek a meet-
ing in Pyongyang in order for the administration to confront North
Korea over the HEU issue.

On Sep. 22, 2002, the U.S. special envoy for negotiations with the
DRPK met with the DPRK permanent representative to the United
Nations at the DPRK’s mission in New York City and requested that
the canceled July 10 meeting be rescheduled for Oct. 3-5, 2002. During
the discussion, the special envoy made several requests unassociated
with the actual purpose of the meeting. In the past, U.S. government
officials, with the lone exception of former Secretary Madeleine
Albright’s October 2000 visit to Pyongyang, were required to originate
any trips aboard U.S. military aircraft from Yokota Airbase, Japan,
rather than any airfield in South Korea. The normal North
Korea-approved flight plan would take the aircraft out into interna-
tional airspace north toward Russian airspace and then south into
North Korean airspace and then to Pyongyang’s airport. The special
envoy requested a direct flight from Seoul to Pyongyang in a U.S. mili-

1”USG remarks for KEDO Concrete Pouring Ceremony” as delivered by Ambas-
sador Charles L. Pritchard on Aug. 7, 2002.
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tary aircraft. In addition to the direct air route, the special envoy asked
for two members of the U.S. delegation not able to be accommodated
on the military aircraft to be permitted to drive through the Demilita-
rized Zone to Pyongyang. He also specified with whom the U.S. dele-
gation wanted to meet and the sequence of the meetings. The primary
purpose of these requests was to require coordination between the
North Korean military (KPA) and the U.S. military —small confidence
building measures at a time when little cooperation was occurring.

Recalling what happened during the delayed response by
Pyongyang in granting the U.S. initial request for a meeting for July 10,
the DPRK United Nations ambassador promised a quick response.
Seventeen hours later, Pyongyang informed the special envoy that all
aspects of his request had been approved. The point in recounting the
events of Sep. 22-23, 2002, and the speed of Pyongyang'’s approval of
the trip is that Pyongyang anticipated that the request for the Oct. 3-5,
2002 meeting was to pick up where the proposed July 10 meeting was
supposed to go: a U.S. presentation of the president’s “Bold
Approach” that Pyongyang hoped would lead to normalization of
relations with the United States. Pyongyang had no inkling that the
United States intended to bring up highly enriched uranium.

I1. October 2002 Confrontation?

The results of the trip in early October are well known. Contrary to
some still circulating reports, the U.S. delegation did not present North
Korean Ministry of Foreign Affairs officials or anyone else with
“proof” of U.S. HEU concerns. It was the unanimous view of the U.S.
delegation that First Vice Minister Kang Sok-ju issued a defiant
acknowledgement of the DPRK’s HEU program during the October
encounter with Assistant Secretary Kelly. The fact that Pyongyang

2 The October 2002 Confrontation section has been revised from an original presen-
tation entitled The Evolution to a Multilateral Approach in Dealing with North Korea
given at the Conference on North Korea. “North Korea, Multilateralism, and the
Future of the Peninsula” Nov. 20-21, 2003, Seoul, Korea.
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changed its story about the Oct. 4, 2002 meeting — going from a defiant
acknowledgement, to declaring its right to have a nuclear weapons
program, to invoking “neither confirm nor deny,” to the most current
denial of the HEU program—does not change the level of confidence
the United States has about its intelligence information.

In the aftermath of the October Pyongyang trip, the United States
moved to convince its allies and fellow Korean Peninsula Energy
Development Organization (KEDO) executive board members that it
did not make any sense to continue to provide North Korea with
heavy fuel oil (HFO). Delivery of 500,000 metric tons of HFO was part
of the obligation the United States assumed as part of the 1994 Agreed
Framework. The Agreed Framework was, in shorthand, a non-prolif-
eration agreement. Although concluded bilaterally between the United
States and the DPRK, the Agreed Framework was very much a multi-
lateral instrument.

In early 1995, the Korean Peninsula Energy Development Organiza-
tion was established by the founding executive members: Japan, the
Republic of Korea and the United States. In its first year of existence,
Finland, New Zealand, Australia, Canada, Indonesia, Chile and
Argentina joined as members. The European Union followed shortly
thereafter, joining the original three member nations as a member of
the executive board. In that first year, a total of 20 countries con-
tributed more than $84 million to KEDO.® Poland, the Czech Republic
and Uzbekistan have since become members, bringing the number of
international partners in KEDO to 13 countries.

On Nov. 14, 2002, the KEDO executive board met in New York City
at KEDO headquarters to discuss and eventually agree to suspend
HFO shipments to North Korea beginning with the December ship-
ment. The November shipment of HFO was already on the high seas
enroute to North Korea, and board members were reluctant to turn
that shipment around days before it was due to enter North Korean
waters. The board issued a statement condemning North Korea’s pur-
suit of a nuclear weapons program, calling it a shared challenge to all

3 Korean Peninsula Energy Development Organization (KEDO) Annual Report
1996/1997, p. 13.
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responsible states.*

Pyongyang’s first indication of how it would ultimately react came
in a Nov. 25, 2002 Nodong Sinmun commentary designed, in part, to
reject multilateralism and focus responsibility exclusively on the Unit-
ed States. The commentary said, “The concerned signatories to the
DPRK-US Agreed Framework are not the KEDO but the United States
and we. The United States is leading the KEDO. The aforementioned
facts show the U.S. government first having decided to suspend the
heavy fuel oil provision to us and then announcing the decision using
the KEDO’s name. The United States is trying to cover up its unilateral
maneuvers with a so-called wrapping cloth of collective opinion.™

Specific action came in late December when Pyongyang announced
the expulsion of IAEA monitors and the removal of the IAEA’s moni-
toring devices at Yongbyon. On Jan. 10, 2003, the DPRK withdrew
from the Non-Proliferation Treaty (NPT) and began the process of
restarting its plutonium-based nuclear facilities at Yongbyon.

The United States first proposed multilateral talks with North Korea
on Jan. 22, 2003. The original proposal was for P5 plus 5 talks, meaning
the United Nations Permanent 5 plus North and South Korea, Japan,
Australia and the EU. Three days later, Pyongyang rejected the pro-
posal, saying, “We are opposed to multilateral talks and will never
attend P5 plus 5 talks.”® Embedded in the message to the North Kore-
ans on P5 plus 5 talks was an implication that direct talks between the
United States and the DPRK could take place within the context of
multilateral talks.

During Secretary Powell’s trip to China enroute to the inauguration
of ROK President Roh Moo-hyun, he suggested that Beijing would be
well positioned to organize and host multilateral talks involving the
United States, China, Japan and North and South Korea. The Chinese
did not respond directly to the secretary but did pursue the suggestion
in early March when Qian Qichen went to Pyongyang. When the

4 KEDO Executive Board Statement, Nov. 14, 2002.

5 Nodong Sinmun commentary carried by Korean Central News Agency (KCNA)
Nov. 25, 2002.

6 Telephone conversation between the author and Ambassador Pak Gil-yon.
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North Koreans rejected the Chinese offer of five-party talks, Qian
revised his suggestion on the spot and offered three-party talks
instead. Pyongyang continued to request bilateral talks through the
US-DPRK “New York channel.” By the second week of April, the back
and forth in both the New York channel and in the Beijing-Pyongyang
channel had ended, and all were agreed to meet trilaterally in Beijing
later in April.

It is reasonable to assume that the Chinese were able to convince
Pyongyang to agree to trilateral talks by strongly suggesting that there
would be bilateral talks between the United States and the DPRK
embedded in the trilateral process. That was not the case. The U.S. del-
egation was under explicit instructions not to have any bilateral con-
tact with their North Korean counterparts. During the welcome ban-
guet on the first evening of talks in Beijing, Ambassador Li Gun, head
of the North Korean delegation, was able to corner the U.S. head of the
delegation Jim Kelly and have a few private words concerning the
North’s nuclear capabilities. When the North’s request for a bilateral
session was refused, the talks ended.

I11. The Six-Party Process’

Almost immediately after the failure of the April session, the Chi-
nese sought to resurrect the process, seeking to repeat the three-party
formula. By this time, the United States was insisting that any future
rounds include the ROK and Japan. Washington had previously
received approval from Seoul and Tokyo for the first trilateral session
that excluded them but with the understanding that talks would be
expanded to include the ROK and Japan as soon as possible. Upon
Moscow’s insistence, the United States quickly added Russia to the list
of future participants in any multilateral talks. In consultations with
Secretary Powell in late July 2003, Chinese Vice Minister Dai Bingguo

7 The Six-Party Process section was originally published by the author in the United
Nations Institute for Disarmament Research’s Disarmament Forum, 2005 no. 2,
“The Korean Peninsula and the role of multilateral talks.”
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pushed for Washington’s acceptance of another round of three-party
talks in view of Pyongyang’s insistence that it would not attend five-
or six-party talks. In a compromise and in consideration of Beijing’s
efforts, the United States suggested that it could attend an initial
three-party session if it were followed immediately by a full six-party
round of talks.

By this time, Secretary Powell had gained the president’s approval
for the American delegation to have direct contact with North Korea in
the context of a multilateral setting. On Aug. 1, the state-run Korean
Central News Agency (KCNA) responded publicly to the various for-
mulas that had been proposed to restart talks in Beijing:

Some time ago, the United States informed the DPRK through a third
party that the DPRK-US bilateral talks may be held within the frame-
work of multilateral talks. At the recent DPRK-US talks, the DPRK put
forward a new proposal to have six-party talks without going through
the three-party talks and to have the DPRK-US bilateral talks there. The
DPRK’s proposal is now under discussion.®

Eventually, two rounds of unproductive talks involving all six par-
ties took place in August 2003 and February 2004. But it is the third
round that produced somewhat different results, and it is the third
round that will be the basis of the initial discussion for any follow-up
rounds of talks should the current stalemate be broken.

IV. Six-Party Talks—Round Three

The third round of six-party talks in late June 2004 was shaping up
as a critical session. The South Koreans were making progress in their
own talks with Pyongyang, Japanese Prime Minister Koizumi had
made a second trip to Pyongyang, and the Chinese had made public
comments about the need for additional U.S. flexibility in dealing with

8 KCNA, Aug. 1, 2003.
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North Korea. Had the June round of talks followed the pattern of the
previous two sessions, many observers believed it could have been the
end of the multilateral process. However, concerns within the U.S.
administration over continued critical world opinion, the prospect that
North Korea could become an election year issue, and, most impor-
tantly, the personal intervention by Prime Minister Koizumi with Pres-
ident Bush during the G8 meeting in early June 2004 at Sea Island,
Georgia, led the United States to make its first concrete proposal to
resolve the nuclear crisis during the third round of talks.

While Pyongyang eventually rejected the specifics of the U.S. pro-
posal, it initially declared that positive progress had been made. In tes-
timony before the U.S. Senate Committee on Foreign Relations, Assis-
tant Secretary of State James Kelly described the U.S. proposal as one
in which the United States envisioned a short preparatory period of
three months to prepare for the dismantlement and removal of the
DPRK’s nuclear programs. In this initial period, according to Kelly, the
DPRK would provide a complete listing of all its nuclear activities and
cease operations of all its nuclear activities; permit the securing of all
fissile material and the monitoring of all fuel rods; and permit the pub-
licly disclosed and observable disablement of all nuclear
weapons/weapon components and key centrifuge parts. Kelly empha-
sized that North Korea’s declaration would need to include its urani-
um enrichment program and existing weapons. Under this proposal,
other parties would take corresponding steps as the DPRK carried out
its commitments. One of the provisions of the U.S. proposal that
Pyongyang found troubling, among many, was the exclusion of the
United States from taking part in the provision of heavy fuel oil to
North Korea once Pyongyang had agreed to the approach outlined by
Kelly.®

For its part, Pyongyang, through its spokesman, said, “Clearly
expressing once again that the denuclearization of the Korean Penin-
sula is our ultimate goal, we once again made it clear that if the United
States gives up its hostile policy against us through action, we will

9 Testimony before the Committee on Foreign Relations of the U.S. Senate’s hearing
on a report.
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transparently renounce all our nuclear weapons-related programs. We
presented a concrete plan on nuclear freeze, on the premise that if the
United States withdraws the CVID (complete, verifiable, irreversible
dismantlement) demand and accepts our demand for reward.”” The
third round ended with both the United States and the DPRK having
made proposals but without a serious discussion of either.

V. Stalemate

At the conclusion of the third round of talks, all parties agreed in
principle to meet again for the fourth round by the end of September
2004. However, Pyongyang began to back away from its commitment
to participate as the U.S. presidential election got into full swing. In
August, President Bush, at a campaign stop, referred to Kim Jong-il as
a tyrant - setting off a two-day tirade against the president by
Pyongyang. Most observers attributed this reaction as an excuse to
delay the next round of six-party talks until after the presidential elec-
tion in November.

But according to Pyongyang, the single biggest obstacle that needed
to be overcome in order for Pyongyang to return to six-party talks was
“rectifying Washington’s broken promise coming out of the June
talks.”"* Pyongyang believed that Washington had deliberately
stopped using the term “complete, verifiable, irreversible dismantle-
ment” during the third round in favor of a different formulation that
Pyongyang interpreted as a deliberate signal, which, in turn, prompt-
ed it to initially declare the talks positive. When the terminology was
publicly reiterated by U.S. officials after the third round of talks,
Pyongyang claimed that the foundation for agreeing to the September
round no longer existed.*

In December 2004, Pyongyang announced, “the DPRK intends to

10 DPRK spokesman’s June 25 news conference at six-party talks in Beijing.

11 Discussion between the author and a senior North Korean diplomat, September
2003.

12 DPRK spokesman’s June 25 news conference at six-party talks in Beijing.
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follow with patience the course of policy-shaping by the second term
of the Bush administration. It is useless to hold talks, even a hundred
times, without producing any substantial results. If the United States
persists in this wrong stance, it would be hard to resume the talks. The
United States should take a confidence building attitude to making a
policy switchover, which is the key to the settlement of the nuclear
issue.” Pyongyang’s clearest signal that it was ready to return to talks
came Jan. 14, when KCNA announced that North Korea was willing to
resume the six-party talks, explaining that Pyongyang was stressing
the need to take a future-oriented approach toward improving bilater-
al relations with Washington, instead of repeating “the unpleasant
past.”*

But things took a sharp turn for the worse on Feb. 10 when the
DPRK Foreign Ministry released a statement,* saying that it had close-
ly followed the development of President Bush’s second term cabinet
along with remarks by the president and Secretary Rice and deter-
mined that the true intention of the administration was aimed at
regime change in North Korea. The statement went on to announce
that the DPRK was suspending participation in the six-party talks for
an indefinite period and that it had manufactured nuclear weapons.
The announcement preceded a planned trip to Pyongyang by a senior
Chinese official, Wang lJiarui. When Wang did travel to Pyongyang
several days later, he took with him a message from Chinese President
Hu lJintao to DPRK leader Kim Jong-il. At the end of Wang’s visit, he
met with Kim, who is reported to have told Wang that he would be
willing to return to six-party talks but only when conditions were
mature. Kim is also reported to have said that the DPRK had never
opposed the six-party talks nor would it withdraw from the talks.*®

On March 3, the DPRK Foreign Ministry issued a memorandum
clarifying in detail their complaints about the U.S. “hostile policy” and
what would be needed to satisfy the conditions to get Pyongyang back

13 Xinhuanet, Dec. 14, 2004, citing a Rodong Sinmun commentary.
14 Korean Central News Agency, Pyongyang, Jan. 14, 2005.

15 Korean Central News Agency, Pyongyang, Feb. 10, 2005.

16 New York Times, Feb. 22, 2005.
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to six-party talks: “The basic key to the solution of the nuclear issue
between the DPRK and the U.S. is for the United States to make a
switchover from its hostile policy toward the DPRK to a policy of
peaceful co-existence with the DPRK, as the issue is a product of the
extremely hostile policy of the Bush administration.” The memoran-
dum also called on the United States to apologize for calling the DPRK
an “outpost of tyranny.” The Foreign Ministry declared, “We can
negotiate with the United States only when it provides such conditions
and justification for the resumption of the talks. The DPRK will not act
as such a fool to go out to the talks at the request of the one who totally
rejected it and works hard to “destroy” it.”"’

Complicating the situation and making it far more difficult to simply
pick up at the next round of talks where things were left at the end of
the third round of talks in June 2004 is a statement by the spokesman
for the DPRK Foreign Ministry on March 31.

If the Korean Peninsula is to be denuclearized, it is necessary to put an
end to the growing U.S. nuclear threat in and around the peninsula, the
source that compelled the DPRK to have access to nuclear weapons, and
establish relations of confidence between the DPRK and the countries
concerned. ... The Bush administration, in particular, openly posed a
nuclear threat to the DPRK, thus compelling it to produce nuclear
weapons so as to prevent a war and protect its system and existence. If
the peninsula is to be nuclear-free, it is necessary to clear South Korea of
all the nuclear weapons of the United States and root out every element
that can help South Korea have access to nukes.

Of course, this should be confirmed through verification. ... Given that
the DPRK and the United States are technically at war and that South
Korea is under the nuclear umbrella of the United States, nuclear
weapons in the hands of the DPRK would serve as a main deterrent
force in its effort to avert a war on the peninsula and ensure peace and
stability there until the above-said demands are met.

The same can be said of the six-party talks. The six-party talks should

17 KCNA, March 3, 2005, Foreign Ministry memorandum.
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provide a platform for seeking comprehensive ways of substantially and
fairly realizing the denuclearization of the peninsula, not just as a bar-
gaining ground where a give-and-take type of solution is discussed.
Gone are the days when the six-party talks took up such give-and-take
type issues as reward for a freeze. Now that the DPRK has become a
full-fledged nuclear weapons state, the six-party talks should be disar-
mament talks where the participating countries negotiate the issue on an
equal footing. ...

If the six-party talks are to credibly fulfill their mission, it is necessary
to convert them into a place where ways are sought to completely
remove the U.S. threat of nukes and a nuclear war from the peninsula
and its vicinity.*®

The focus of the six-party talks until this point had been on the dis-
mantlement of the DPRK’s nuclear program. Pyongyang’s public dec-
laration of Feb. 10 and the subsequent Foreign Ministry statement of
March 31 changed the dynamic of the situation from disarmament to
arms control. Pyongyang was no longer seeking compensation for the
dismantlement of its program but rather was seeking an equal seat at
the table as a nuclear capable nation. In making this switch,
Pyongyang also changed the focus from itself as the subject of discus-
sion to one that attempted to put the United States on the defensive as
the cause for the DPRK’s possession of nuclear weapons.

VI. Strategy for Breaking the Stalemate

It is clear that all parties involved in the six-party process have
grown weary of the lack of progress and with the announcements by
Pyongyang on Feb. 10 and March 31. There is even some concern that
a peacefully negotiated settlement of the current crisis rapidly may be
becoming impossible. At the heart of this concern is the question that
the Bush administration has been asking itself internally for the past

18 KCNA, March 31, 2005, Foreign Ministry spokesman statement.
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two years: Will the DPRK ever negotiate away its nuclear weapons
program? As we reach the one-year anniversary of the last round of
six-party talks in June 2004, patience has been replaced by skepticism
and frustration on the part of the Bush administration. On April 21,
2005, U.S. Secretary of State Condoleezza Rice said that Washington
had no timeline for abandoning the six-nation disarmament talks and
taking the issue to the Security Council. “We are willing, when the
time is right, when we believe that we have exhausted the possibilities
of the framework we are in, to go to the Security Council,” Rice told
Fox News Channel while in Vilnius, Lithuania. “We will know when
we’ve had the discussions with our allies and with our colleagues in
the six-party talks about when it’s time to do that.”* Such talk has led
to speculation that there is an informal deadline coinciding with the
one-year anniversary of the June 2004 talks.

Assuming that breaking the current stalemate does not include
declaring the six-party process a failure and asking the United Nations
Security Council to impose sanctions on the DPRK, the focus then is on
how to make diplomacy work. To underscore this need to stay focused
on diplomacy and not get ahead of itself in examining UN options,
China’s UN Ambassador, Wang Guangya, pointed out that any U.S.
efforts to slap sanctions on North Korea through the UN Security
Council would “destroy” six-party nuclear disarmament talks and
“push a solution to this issue even farther away.”®

In an opinion piece published in the Baltimore Sun on April 12, 2005,
Michael O’Hanlon and | wrote that the Bush administration is making
four fundamentally wrong assumptions in its current policy on North
Korea:

The first is that the six-party format, created by the administration in
2003, automatically works to our advantage. Much is to be said for a
negotiating forum that brings together China, Japan, Russia, the two
Koreas and the United States to deal with a problem that affects us all.
But the original logic that such a format would isolate Stalinist North

19 The Associated Press, April 21, 2005.
20 Chosun Ilbo, April 27, 2005.
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Korea has not worked. There is a consensus that the peninsula should be
free of nuclear weapons. But there is no agreement on how to achieve
that common goal.

Except Japan, other countries in the talks do not think the Bush
administration has offered North Korea enough incentives. They also
have at least a smidgen of sympathy for North Korea’'s strategic position
in light of the administration’s doctrine of pre-emption. Without going
so far as to condone a North Korean nuclear arsenal, they understand
why a charter member of the “axis of evil” would see such weapons as
advantageous, particularly after the U.S.-led invasion of Irag.

The second incorrect assumption is that other participants in the talks
trust our intelligence about North Korea’s nuclear programs. But the
Iragq experience makes that dubious. So do recent reports that when
briefing Chinese and South Korean officials, the United States exaggerat-
ed North Korea’s past role in shipping uranium gas to Libya. Unfortu-
nately, our credibility has been called into question just when North
Korean recalcitrance was working in our favor.

The third incorrect assumption is that China can find a new mix of
carrots and sticks to sway North Korea to negotiate seriously. There is
nothing wrong in principle with asking China to play an even greater
role in the talks. And in theory, Beijing might threaten to cut off aid to
North Korea or curtail trade. But those approaches are implausible in
light of China’s views that Washington has not negotiated with
Pyongyang in good faith in avoiding the destabilization of an immediate
neighbor.

The United States, by contrast, can offer to give North Korea much
more aid, to lift trade sanctions, to approve World Bank and IMF loans,
to seal a security pact and to establish diplomatic ties. It should not do so
unconditionally. But unless these U.S. carrots are unambiguously offered
in exchange for North Korean concessions on the nuclear issue, other
security matters and domestic reforms, Pyongyang is unlikely to budge.

Finally, the Bush administration seems to assume that the overthrow
of Saddam Hussein will intimidate North Korea into better behavior. But
leaders in Pyongyang know how strained U.S. military forces are today
and how vociferously South Korea would oppose any use of U.S. force
on the peninsula under current conditions.
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The administration needs a new North Korea strategy. It should show
the kind of flexibility toward North Korea that it has wisely decided to
use with Iran recently. It should offer North Korea concrete, major bene-
fits if Pyongyang will agree to eliminate its nuclear weapons and take
other broad steps that begin a process of reform similar to what Vietham
adopted 25 years ago.

Should talks then fail, the United States could not be blamed for hav-
ing stacked the deck against their success in advance and might gain
more key regional support to make North Korea pay a price for its egre-
gious behavior.

Key to developing a strategy to break the current stalemate is to
understand the domestic constraints on the major players in the
six-party process. For the purposes of this paper, the major players are
the United States, the DPRK and all the “others.” In the “others” cate-
gory, China emerges as the one country that could entice Pyongyang
back to talks based on little more than the natural course of events
coming out of the diplomatic preparations to make a potential visit by
President Hu Jintao successful. Chinese diplomats would surely
explain to their North Korean counterparts that the environment must
be conducive for a visit before President Hu could commit to visiting
Pyongyang. The appropriate environment, of course, would be a com-
mitment by Kim Jong-il to return to the six-party process expeditious-
ly. Failure to do so would be an embarrassment that both Beijing and
Pyongyang would strive to avoid. But using high-level enticement
does not equate to a strategy.

The big unknown regarding the DPRK is whether Pyongyang ever
intends to give up its nuclear weapons program. Many believe it is
possible to negotiate a satisfactory resolution of the current nuclear cri-
sis—that Pyongyang recognizes that it needs international cooperation
and support to nurture the economic reforms initiated in July 2003 and
that without that support the long-term survival of the regime would
be in jeopardy. Others believe that Pyongyang never intended to fully

21 The Baltimore Sun, April 12, 2005.
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give up its nuclear weapons program—that shortly after the Agreed
Framework was signed and implemented, Pyongyang became dissat-
isfied with the deal and sought a nuclear weapons insurance policy via
the highly enriched uranium route. Unfortunately, the length of time
between the six-party session, the rationale for Pyongyang initially
withdrawing from the talks and then the conditions under which it
would return give credence to those who would suggest that North
Korea is simply managing the situation as it maneuvers to become a
permanent nuclear weapons state.

On the negative side of the journal with regard to how the United
States is dealing with North Korea is a view that a there is a strong ele-
ment within the Bush administration that finds it more acceptable to
deal with the short-term problem of a nuclear North Korea. This ele-
ment justifies its position in anticipation that North Korea will eventu-
ally collapse without U.S. support. It fears that a negotiated settlement
to remove Pyongyang’s nuclear weapons program would involve sig-
nificant economic and political support that would prolong the life of
the North Korean regime. If Pyongyang has made a strategic decision
to become a permanent nuclear weapons state AND if the Bush
administration has made a strategic decision not to commit the kind of
resources, political and economic, needed for a negotiated settlement,
then the prospect for a successful outcome, a non-nuclear and stable
peninsula, is extremely unlikely.

To date, the Bush administration has been locked into a public
debate with itself about how flexible it has been so far. Without a for-
mal response by Pyongyang to its June 2004 proposal at the last round
of six-party talks, additional flexibility is out of the question. This has
limited the options that might normally be available to break the stale-
mate and has led to frustrations within the administration as well as
among other members of the six-party process. Publicly speaking or
speculating about alternative options serves two purposes. It is meant
as a tool to send a message to Pyongyang that U.S. patience is wearing
thin, and, absent real progress, the administration is seriously thinking
of taking the issue to the United Nations Security Council regardless of
Pyongyang’s repeated threats that such a move would be tantamount
to a declaration of war. In an April 28, 2005 press conference, President
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Bush seemed to go out of his way to seek an opportunity to attack Kim
Jong-il. While he did not break any new ground in his comments, it
was seen as undermining his newly appointed six-party negotiator
who was at that moment in Asia on his first official trip as assistant
secretary of state in an effort to gain support for the six-party process.
It is worth reviewing the president’s remarks to get an appreciation
that he was directing his comments to a domestic U.S. audience rather
than attempting to send a diplomatic signal to foreign capitals:

BUSH: Let me talk about North Korea, if you don’t mind. Is that your

question?

QUESTION: Go right ahead.

(LAUGHTER)

BUSH: I'm surprised you didn’t ask it. Look, Kim Jong-il is a danger-
ous person. He’s a man who starves his people. He’s got huge concentra-
tion camps. And, as David accurately noted, there is concern about his
capacity to deliver a nuclear weapon. We don’t know if he can or not,
but I think it’s best, when you’re dealing with a tyrant like Kim Jong-il,
to assume he can. That’s why I've decided that the best way to deal with
this diplomatically is to bring more leverage to the situation by including
other countries.

It used to be that it was just America dealing with North Korea. And
when Kim Jong-il would make a move that would scare people, every-
body would say, America, go fix it. | felt it didn’t work. In other words,
the bilateral approach didn’t work. The man said he was going to do
something, and he didn’t do it, for starters.

So | felt a better approach would be to include the people in the neigh-
borhood into a consortium to deal with him. And it’s particularly impor-
tant to have China involved. China’s got a lot of influence in North
Korea. We went down to Crawford with Jiang Zemin, and it was there
that Jiang Zemin and | issued a statement saying that we would work for
a nuclear weapons-free Korean Peninsula. And so, when Kim Jong-il
announced the other day about his nuclear intentions and weapons, it
certainly caught the attention of the Chinese, because they had laid out a
policy that was contradicted by Kim Jong-il.
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Pyongyang, for its part, also plays to its domestic audience. But in
North Korea, the term “domestic audience” is different from what we
normally mean it to be. For Kim Jong-il, his domestic audience is the
military and elites of the government. We know that there are internal
and external mechanisms for Pyongyang to get its message out. The
external avenues to speak to the foreign audience do not necessarily
translate into information that is similarly available to the North Kore-
an people in general. Kim Yong-nam, chairman of the presidium of the
Supreme People’s Assembly, told government officials that the North
will strengthen its nuclear deterrent against the United States, which
he said isolates and oppresses the North.? Chief of the General Staff of
the Korean People’s Army (KPA), Vice Marshal Kim Yong-chun, who
is @ member of the DPRK National Defense Commission, said, “The
army and people of the DPRK will never remain a passive onlooker to
the U.S. moves to isolate and stifle it but (will) steadily bolster its
nuclear deterrent for self-defense to cope with the enemies’ reckless
moves for military invasion.”*

If both Washington and Pyongyang, by their rhetoric, actions and
playing to their domestic audiences, are making it less likely that there
will be a next round of six-party talks, what then is a workable strate-
gy to break the current stalemate before the situation spirals totally out
of control and the worst instincts of both Pyongyang and Washington
take over? The most promising solution for breaking the stalemate
centers on the natural diplomatic exchange between Beijing and
Pyongyang as they seek to make the conditions surrounding a visit by
Hu lJintao to Pyongyang as conducive as possible. That translates into
a commitment by the DPRK to attend a fourth round of six-party talks.
But merely meeting for a next round does not mean that the stalemate
will not simply be carried over at the conclusion of the talks.

While unlikely to be adopted by the Bush administration or helped
along by Pyongyang, a creative solution might involve the following
steps: First, Pyongyang commits to a date certain to attend the next

22 Press conference by U.S. President George W. Bush, April 28, 2005.
23 Yonhap, April 14, 2005.
24 KCNA, Pyongyang, April 24, 2005.
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round of six-party talks as part of its respect and appreciation for PRC
President Hu lJintao visiting Pyongyang. Second, Assistant Secretary of
State for East Asia and chief U.S. negotiator Chris Hill conveys a mes-
sage through the visit of Hu Jintao that he would lead a small,
non-negotiating U.S. delegation to Pyongyang in advance of the next
round of talks to listen firsthand to DPRK concerns. This would better
enable Hill to more fully prepare for the actual talks and allow him to
meet his negotiating counterpart Vice Minister Kim Gye-gwan in a
non-threatening, non-pressure packed setting. Third, Pyongyang
responds to the Hill overture by conveying either through the Hu del-
egation or directly through its ambassador to the United Nations, the
New York channel, that it is willing to informally discuss all aspects of
U.S. security concerns, including HEU, during Hill’s visit. Fourth, the
U.S. delegation, while in Pyongyang, reiterate its June 2004 proposal in
as much detail and with as much flexibility as the one-year hiatus has
created without asking for a response. Fifth, during the plenary ses-
sion of the fourth round of six-party talks in Beijing, the United States
would repeat and if necessary improve its June 2004 proposal as it was
presented in Pyongyang. Before receiving Pyongyang’s formal
response to the U.S. presentation, the U.S. and DPRK delegations
would meet bilaterally for an extended session during which the
DPRK response would be previewed and any points of confusion clar-
ified before repeating the response in the plenary six-party session.

This dynamic of working within the context of the six-party frame-
work, with the United States and the DPRK meeting bilaterally in
extended sessions, would serve as the basis to rejuvenate the multilat-
eral concept required by the United States, preserve the important
roles China, the ROK, Japan and Russia play, and provide the environ-
ment the DPRK is most comfortable with.

119

Japan and North Korea
In Northeast Asia

Yasushi Akashi

Forum and speak on the subject of “Japan and North Korea in

Northeast Asia.” This is indeed a timely and suitable subject for
our discussion at this forum due to the proximity of most of the play-
ers in the geographical area of this beautiful island; due also to the
nature of our gathering, which has brought together some great
experts on related subject matters; and particularly due to the fact that
the North Korean issue as well as the issue of cooperation in Northeast
Asia have become subjects of world-wide interest crying for a peace-
ful, prompt and mutually acceptable resolution. In the absence of such
a solution satisfactory to all parties concerned, we must face the
prospect of a dire military conflict with unspeakable negative conse-
guences for on-going regional stability, economic well-being and
cross-border interchanges of all kinds.

First of all, I must confess that | am somewhat discouraged that the
six-power framework, involving the two Koreas, the United States,
Japan, China and Russia, has not functioned as effectively as we
wished in the purpose of bringing about a peaceful transition to a
denuclearized and stable Korean Peninsula, despite the efforts of the

I am pleased and honored to participate in the Third Jeju Peace
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countries concerned, in particular that of China. It is fervently hoped
that the six countries continue to work together to agree on a compre-
hensive, graduated and transparent process in which the Democratic
People’s Republic of Korea will be able to put an end to military con-
frontation with the United States, the Republic of Korea and Japan,
achieve its transition to a reformed and open economy system and
establish a stable and mutually beneficial relationship with the other
five countries. In this perspective, current US-DPRK contacts in New
York gives rise to some hopes for intensified bilateral negotiations
between Washington and Pyongyang, which are not contradictory at
all to the six-power framework. Japan for one will not be able to accept
a nuclearized North Korea. We believe that the United States, the
Republic of Korea, China and Russia are essentially of the same view
with us in this matter. The time at our disposal for a peaceful solution
is very limited indeed.

What are the prospects for the North Korean situation in the future?
Peace can of course be achieved by either North Korea accepting a vol-
untary renunciation of nuclearization as Libya did, or the United
States accepting North Korean demands in their totality. But both of
these scenarios are highly unlikely to happen under the present cir-
cumstances.

Then, is war inevitable between the United States and North Korea?
We can expect a very strong opposition to such an extreme scenario
from China as well as from the Republic of Korea because of its
far-reaching consequences. Japan will have serious misgivings, too. If
that is so, the most probable prospect before us may be neither war nor
real peace, but an intermediate gray situation in which (a) diplomatic
stalemate continues without a clear-cut breakthrough, interspersed by
intermittent talks; (b) the United States and others reinforce their inter-
diction of nuclear material and technology transfer to and from North
Korea; and (c) China and South Korea persist in limited trade with and
humanitarian assistance to Pyongyang and encourage it gently toward
more open and dynamic relations with the outside world.

In the event of a continuing deadlock and no progress in negotia-
tions, the issue may be referred to the UN Security Council by the
United States and its allies with a view to exerting more pressure on
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the Democratic People’s Republic of Korea, through economic and
other sanctions provided for in Chapter VII of the UN Charter. But this
is likely to encounter some reluctance by China and Russia, which
have a veto, and even by the Republic of Korea. In that event, a pro-
tracted period of uncertainty over Northeast Asia may prevail, deep-
ening pessimism by all concerned and resulting in North Korea
acquiring more nuclear arms and their delivery systems, and the Unit-
ed States becoming more convinced that its worst suspicions about
North Korea are being realized.

Prime Minister Junichiro Koizumi of Japan has tried to persuade
Chairman Kim Jong-il that a nuclear weapon-free North Korea will
bring more advantages to the country than the continuation of its pre-
sent confrontational course of action, but to no avail. Japan’s willing-
ness to negotiate with the Democratic People’s Republic of Korea rests
on the terms and conditions of its diplomatic normalization with
Pyongyang and on the basis of Japan making sincere apologies over its
colonial history, following the pattern of the Murayama statement of
1995, and is accompanied by generous economic assistance, analogous
to that agreed upon by Tokyo with the Republic of Korea at the time of
their diplomatic normalization. Yet this willingness to negotiate has
been seriously damaged by the highly emotional abduction issue of
some Japanese, which has cast a very dark cloud on bilateral relations
and has gone beyond the original expectations of both Prime Minister
Koizumi and Chairman Kim Jong-il. Japan feels deeply frustrated
today, unable to realize a cherished normalization with North Korea
on an honorable basis for both sides and becoming ever more suspi-
cious of the motives of Chairman Kim Jong-il. A prolonged stalemate
is perceived to be extremely dangerous to Japan’s security, since the
Democratic People’s Republic of Korea is likely to use the intervening
period to accumulate more nuclear weapons, making it more difficult
to bring about a non-nuclear Korean Peninsula and exposing the acute
dilemma faced by Japan, which earnestly wants to adhere to its three
non-nuclear principles.

Many Japanese want reinvigorated six-power talks to resume and
produce fruitful and concrete results in the direction of a non-nuclear
North Korea that is part of a nuclear weapon-free Korean Peninsula.
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The Japanese also wish to see the six-power framework evolve into
something more permanent and substantive in the future, constituting
the core of an institutional framework for multi-functional cooperation
in the Northeast Asian region. Such a sub-regional mechanism could
not only coexist with but also supplement an emerging East Asian
Community, which will have wider membership, whatever its ulti-
mate composition might be. For many Japanese, strengthening ties
with Japan’s Northeast Asian neighbors such as the two Koreas, China
and Russia is perfectly consistent with maintaining its existing alliance
relationship with the United States, as well as with it becoming a more
active and constructive member of the United Nations, including the
Security Council. Indeed, they are of the view that Japan’s peace and
security policy must be firmly anchored in a multi-layered foundation
in order to insure Japan through (a) a close alliance with the United
States; (b) pursuing multilateralism through the United Nations and
NPT frameworks; and at the same time (c) working for a more dynam-
ic and trusting relationship with Asian countries, including Northeast
Asian states. In this regard, | regret that Japan, the Republic of Korea
and China have divergent concepts of UN Security Council reform
and hope that they will continue to work hard for an agreement if at
all possible.

I would now like to make a few remarks on Japan, since | feel that
Japan’s far-reaching transformation since its defeat in World War 1l in
1945 has not been fully appreciated by some of Japan’s neighbors.
Since its utter defeat in the war and because of the strong and general-
ly positive impact of the American occupation, post-war Japan has
experienced the tremendous growth of democracy in all aspects of its
national life. This was facilitated by the experience of parliamentary
democracy in the pre-war era, which was stifled by the rise of chauvin-
istic nationalism and militarism in the 1930’s. Post-war Japan has seen
pacifism and anti-militarism as new prevailing beliefs. While both
democracy and pacifism are being modified to some extent in recent
years, | am of the view that democratic convictions and pacifist feel-
ings are so deep-rooted in Japan today that their basic orientation is
unlikely to change even if the post-war constitution, involving Article
9, is revised in a way to delete references to not possessing war poten-
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tial and the right of belligerency. Paragraph two of Article 9 is widely
considered to be too idealistic and even utopian. Many Japanese feel
that there is no need whatsoever to change the basic pacifist undertone
of the present constitution and Japan’s desire to be an “honorable
member” of the international community.

Since 1945, the great energy of the Japanese people has been devoted
to rebuilding the country, which had been utterly destroyed. This
objective has in large measure been successfully achieved.

Japan’s post-war pacifism has meant a resolute denial of military
supremacy and external expansionism and consequently, a firm belief
in the doctrine of “exclusive self-defense” and the three non-nuclear
principles, namely not possessing, manufacturing, or allowing station-
ing of nuclear arms. Such pacifist feeling, deeply rooted in the massive
tragedies in Hiroshima and Nagasaki in August 1945, has led to a
romantic reliance on the United Nations as a new pillar for national
security. It is significant that the US-Japanese Security Treaty contends
(Article 10) that the treaty will remain in effect until the United
Nations becomes capable of maintaining international peace and secu-
rity in the area of Japan. Of course, that day will not come in the fore-
seeable future and certainly not in our lifetimes. Unlike the Korean
people, the Japanese have been shielded from the Cold War and there-
fore have been unconcerned about the need for military security and
have thought that their security could be left in the hands of the Amer-
ican government. The people in general were passive and even timid
in foreign policy areas other than in economic matters, which of course
affected their pocket books.

Serious economic depression in Japan in the mid-1990’s created an
inward-looking outlook in Japan, and the phenomenal rise of China in
the last decade has led to a sense of admiration, mixed with envy and
concern over the prospect of a rising non-democratic power with a gal-
loping military budget, much of which is still shrouded in mystery.
There has also been a sense of frustration in Japan over the United
Nations, in which Japan’s financial contribution amounts to 19.5 per-
cent of the entire regular budget as well as the peace-keeping budget,
which is larger than the combined contributions of the United King-
dom, France, China and Russia, without Japan having a voice in the
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decision-making of the Security Council.

Many Japanese feel that the country has to strengthen its alliance
with the United States in order to cope with uncertainties in Asia, par-
ticularly the crisis over North Korea or over the straits of Taiwan. At
the same time, the United State is perceived by some Japanese as the
predominant power on earth that flexes its muscles a bit too much and
at times is insensitive to civilian lives and smaller countries. After the
tragedy of September 11 in New York and Washington, there was an
outpouring of sympathy and solidarity with the American people, and
the desire exists today to share the burden with Washington in fight-
ing the threat of terrorism. But the proclivity of neo-conservatives in
the United States government for unilateral action and its preference
for military measures in coping with the instability of the post-Cold
War period is seen as somewhat simplistic and not always appropriate
in addressing complex causes of conflict. The failure of the NPT
review conference held in New York last month to come to any con-
clusion is partly attributed to the attitude of hard-liners in Washington
who favor the “coalition of the willing” over a painstaking build-up of
multilateral institutions through the United Nations.

The Japanese consider that they have no other alternative than to
work for coexistence and cooperation with the emerging power of
China as well as with the Republic of Korea. A friendly Korea is felt to
be deeply satisfying. A prosperous China is deemed to be better than a
confrontational Middle Kingdom. At the same time, the Japanese tend
to be irritated over the habit of some of its neighbors of lecturing on
the war-time responsibility of Japan, despite Japanese apologies
offered on many occasions, including Prime Minister Koizumi’s state-
ment at the recent 50th anniversary of the Bandung Conference. | am
well aware that the Korean and Chinese people are concerned about
Japan’s history education. | completely agree that more efforts should
be made by Japan in this matter so as to enable us all to face our com-
mon future with more confidence and mutual trust. In my view, Japan
should be more forthcoming in school teachings of its modern history.
Our young generation should become more conscious of the mistakes
made by their forefathers. But the teaching of history and the use of
particular textbooks is a sensitive matter that touches on the core of

Japan and North Korea in Northeast Asa 125

national culture and democratic structure. Therefore, my thinking is
that it is best to leave it to the respective Japanese local educational
commissions to debate and decide on the textbooks of their choice for
children in their districts. There are no nationwide textbooks in Japan.

It is remarkable that a few years ago, the Japanese emperor made
references to the Korean blood in his ancestry, thus emphasizing our
basic kinship. These efforts, together with current negotiations on con-
cluding a free trade agreement, should continue so that we can experi-
ence our dynamic future together on the basis of a firm,
mutually-shared understanding of our past.

Since the World Cup games were jointly hosted by our two coun-
tries in 2002, there has been a sea change in the Japanese attitude
toward South Korea. Many Japanese women consider Korean men
preferable to Japanese men, owing to the great popularity of romantic
Korean films today. Japanese men, including myself, are not very
happy with this phenomenon today!

Looking at East Asia as a whole, we are witnessing the positive
development of regional cooperation, exemplified by ASEAN + 3 and
the ASEAN Regional Forum. In December, our leaders will meet in
Malaysia to establish an East Asian community, a bold move for our
region, known for its slow and over-cautious steps. It is to be remem-
bered that regional cooperation is an activity recognized and accepted
by the UN Charter in Chapter VIII as complementary to the universal
efforts of the UN itself.

While these trends are healthy for our region as a whole, it is a mat-
ter of grave concern that Northeast Asia is still saddled with the nega-
tive legacies of the Cold War era, such as the division of the Korean
Peninsula and the existence of Taiwan as a separate entity across the
straits from mainland China. The large concentration of troops and
arms in our region, which continue to be modernized and reinforced,
could disrupt international peace and security, and put a sudden stop
to our dynamic economies. We have to do everything possible to
guard against a military conflict or flare-up as a result of miscalcula-
tion or a simple accident.

Under the positive signs of robust security dialogues of all kinds, it
is hoped that the economies of our region will move towards greater
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interchange, based on the shared interests of all. Free trade agreements
being negotiated among more and more countries in the region as well
as other comprehensive partnership agreements should bring about
prosperity for all and enable our countries to reach a degree of pros-
perity undreamed of in the past.

Japan has been hesitant in reacting and adjusting to these exciting
new challenges because of its built-in internal constraints, people’s
conservative tendency and the lack of leadership. The Japanese, how-
ever, have at long last come to realize that there is no other choice for
the countries of East Asia than to opt for a more open, globalized and
competitive economy where change becomes an accepted mode of
existence. Free economic interaction will bring about a change in the
concept of security itself -a change from the traditional balance of
power based on the existence of distinct nation-states to the notion of
cooperative security, based on enlightened national interests and
shared human security.

In the end, changes in economic, financial and cultural modes of
behavior should result in the transformation of our basic ways of look-
ing at each other as well as our self-recognition and identity. We
should aim at the fulfillment of each and every individual, irrespective
of nationality, race, religion and gender. We must accept both the dig-
nity of the human person and the independence of each country, while
recognizing our mutual interdependence in ever-expanding areas of
our lives. While stereotypes are very convenient to us, let us refrain
from characterizing our neighboring countries as simplified or
deformed caricatures.

The challenge of Northeast Asia is that it faces greater danger of
explosion than probably anywhere else in the world. At the same time,
it has the potential for unprecedented growth in all the countries. |
submit that dangers can be overcome and opportunities realized only
through our common vision, cool judgment and collective determina-
tion. Let us choose wisely so that our future will be marked by greater
security and a better life for all.
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Russian Foreign Policy and
the Asia-Pacific Region

Nicholai Spasskiy

ear Mr. Chairman,

D Dear participants of the forum,

The Asia-Pacific region is one of the most important in Russian for-
eign policy. There are a number of explanations for this.

One cannot but notice the growing importance of the Asia-Pacific
region (APR) in world politics and economics. APR today is a most
dynamically developing world zone that contains enormous opportu-
nities for cooperation, above all, economic cooperation.

But as it often happens, such a turbulent development goes hand in
hand with the aggravation of “old” and “new” security challenges,
including terrorism, organized crime and the proliferations of
weapons of mass destruction. These challenges must be properly met
in a multilateral way. Otherwise, answers would not work. Russia is
ready to participate in this joint endeavor.

Russia is not only global and European but also an Asia-Pacific
power. More than two-thirds of our territory lies in Asia. For many
centuries, we participated most actively in Asian affairs. Russia’s
strategic policy of developing Siberia and the Far East, which goes
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back to the 16th century, is motivated not only by our internal social
and economic development logic but also by our willingness to partic-
ipate more fully in mutually beneficial exchanges with our APR neigh-
bors.

Testimonies to this Russian strategic line are numerous. One is the
construction of the China-Eastern Railway, perhaps the most colossal
economic undertaking of the early 20th century, and 70 years later, of
the parallel Baikal-Amur Railway. It is the development of a powerful
icebreaking fleet to keep open the Northeast Passage. It is the contribu-
tion of Russian seafarers to the study of the Pacific Ocean and adjacent
seas, which is forever printed on geographic maps. These are the
examples from the past.

Speaking about the present, one should note the energy projects of
Sakhalin-1 and Sakhalin-2, which envisage aggregate capital invest-
ments of $22 billion. Another big project is the construction of the
state-of-the-art liquefied natural gas (LNG) production plant on the
island of Sakhalin in 2007, which will cost $10 billion and produce 9.6
million tons of LNG annually. Yet another undertaking, which opens
really fantastic prospects, is the construction of the “Taishet-Pacific
Ocean” oil pipeline system. It will be 4,180 km long and have a trans-
fer capacity of up to 80 million tons of oil annually. The list goes on.

It is no wonder therefore that Russia, taking into account its geogra-
phy, history, socioeconomic priorities and, not to be forgotten, mental-
ity and public mood, considers itself to be an integrant part of the
APR. In line with this philosophy, Russia, especially in the last decade,
has consistently pursued a policy of cooperation with existing Asian
integration associations.

It is not surprising that we attach particular importance to develop-
ing relations with the Association of Southeast Asian Nations
(ASEAN). This organization is a harbinger and nucleus of integration
processes in the APR and an influential factor of world politics.

Russia became ASEAN'’s dialogue partner in 1996. In November
2004 during the ASEAN summit in Vientiane, Russia officially
adhered to one of the basic regional legal instruments - the 1976 Treaty
of Amity and Cooperation in Southeast Asia.

The Russian foreign minister takes part annually in ASEAN'’s
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post-ministerial conferences with dialogue partners in the “10+10” and
“10+1” formats. Regular meetings of senior officials on political issues
at the level of deputy foreign ministers are being held, and the joint
committee of Russia-ASEAN cooperation is functioning. It is the prin-
cipal working instrument of dialogue. Two working groups, on scien-
tific-technical and commercial-economic cooperation, have been estab-
lished.

It is noteworthy that Russia-ASEAN interaction lately has been
increasingly channeled to deal with the region’s real problems. Russia
has become one of the founders and an active participant in the
ASEAN Regional Forum (ARF) on security issues. Russia co-chaired
ARF intersessional meetings on preemption and removal of emergen-
cies (1998-2000) and on countering terrorism and transborder crime
(2003-2004). A Joint Russia-ASEAN Declaration on cooperation in
counterterrorism was signed in Jakarta in July 2004.

Now the preparation is underway for the first Russia-ASEAN sum-
mit, which will be convened in connection with the 11th ASEAN sum-
mit in Kuala Lumpur in December 2005. The understanding has been
reached that the meeting will be focused on intensifying practical Rus-
sia-ASEAN interactions in dealing with new challenges and promot-
ing concrete projects of economic cooperation. We hope the first Rus-
sia-ASEAN summit will give a new start to our cooperation. We are
already working hard in making the summit substantive. We believe it
makes sense to elaborate a political statement of Russian and ASEAN
leaders, which would reflect the common ground of our approaches
toward key global and regional problems.

It is very important that in making Russia-ASEAN interactions more
profound we do not limit ourselves to these traditional formats. The
fundamental importance we attach to strengthening the Shanghai
Cooperation Organization (SCO) is well known. We are convinced
that the organization has enormous potential.

Strictly speaking, the Shanghai organization geographically exceeds
the Asia-Pacific region proper. It would not be wise, however, to
ignore the organization’s powerful resources or the fact that two mem-
bers of the SCO - Russia and China - are Pacific powers. That is why
we support the institutionalization of the SCO-ASEAN cooperation.
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The signing of the memorandum of understanding between the
Shanghai Cooperation Organization Secretariat and the ASEAN Secre-
tariat in Jakarta last April was the first step in this direction. The decla-
ration adopted by the Shanghai organization’s summit in June 2004
contains most interesting ideas concerning further possible steps. It
highlights the issue of setting up partnership networks of multilateral
associations in the APR, providing for exchanges and contacts
between them and, in the long run, interfacing them on the computer
network analogy.

As is evident, the Russia-ASEAN relations are well founded. For us,
ASEAN is a special but not the only partner in ensuring security in the
APR. Russia is seeking to build up contacts and cooperation with all
organizations that show reciprocity.

Thus, Russia joined the Asian Cooperation Dialogue (ACD) last
April. In line with the Islamabad Declaration and the Islamabad Initia-
tive adopted at the latest ACD ministerial meeting, we are ready to
actively participate in economic projects in the framework of the dia-
logue. Particularly, as the initial step, we intend to take part in the
ACD Energy Forum set to be held later this year.

We have demonstrated our interest in joining the Asia-Europe Meet-
ings (ASEM) mechanism and the emerging East Asia Community,
whose first summit is to be held in Kuala Lumpur in December 2005.

An important part of Russian policy in the APR is participation in
the activities of the Asia-Pacific Economic Cooperation (APEC) Forum,
which we joined in 1998.

Russian President Vladimir Putin wrote the following in the article
published in the Wall Street Journal in October 2003: “It is natural that
we seek to use our membership in the APEC to actively dock the Russ-
ian East’s potential to the economic integration mechanism already
functioning within the forum. Based on sound pragmatism, we try, on
the one hand, to take a greater role in solving tasks that the APR faces,
and, on the other hand, to activate regional multilateral cooperation in
the interests of developing Siberia and the Russian Far East.”

It is our understanding that Russia, with its great potential in Asia,
especially in such spheres as energy and communications, can make a
sound input in solving the prime tasks of the APR as it adapts to the
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age of globalization. One of the problems, which requires immediate
action, is to secure an uninterrupted supply of energy resources to the
APR. Russia, as a leading supplier of energy resources, is ready to
work along with other countries to solve this issue. We have tabled
our proposal to form a new energy configuration in the APR, and first
of all, in East Asia.

Transition to such a new configuration would allow the consumers
of energy resources in the APR to diversify the supplies of energy and
to ensure their security. The main idea behind this scheme is to widen
the oil and gas pipeline network from the eastern regions of Russia
and also to arrange supplies of LNG from there by ships. This issue
has been already discussed at the bilateral level. It seems that it is time
to switch these talks into a multilateral context. The APEC is an ideal
forum for this.

Also under consideration is our initiative regarding the start of the
APEC dialogue on non-ferrous metals. The first reaction here was a
positive one.

Simultaneously with the joint work in the economic sphere, Russia
stands for increasing APEC activity in finding answers to the “new”
challenges. Most important in this respect is to intensify counter-ter-
rorist cooperation. It will be futile to sustain the existing dynamic
growth rates of social and economic development in the APR under
the Damocles’ sword of terrorism.

Particularly, taking into account the specifics of the APR, we speak
of cutting the financial feeding channels of terrorism and providing
security to trade and transportation routes, as well as information sys-
tems. Prevention measures should provide for stabilizing safety cush-
ions in political, financial and economic, intelligence and military
spheres.

In the context of adapting the APEC to the realities of the 21st centu-
ry, we support putting into the agenda such tasks as anticorruption,
reaction to natural and manmade disasters, control over the transfer
and proliferation of MANPADS, increasing information exchange on
security issues related to maritime transport, and cultural cooperation.

As a prime task, we consider the necessity of a flexible and operative
response. For example, as one of the new topics to discuss at the sum-
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mit of APEC in Busan in November this year, we propose disaster
management cooperation in light of the December tsunami in South
and Southeast Asia.

In this connection | would like to mention that Russia is engaged
very actively in the international efforts to overcome the consequences
of this horrible disaster. As early as the day following that tragedy, the
aircrafts and specialists of the Ministry of Russian Federation for Civil
Defense, Emergencies and Elimination of Consequences of Natural
Disasters (EMERCOM) were at the site. The initial Russian contribu-
tion for dealing with the aftermath was over US$30 million.

We supported the UN General Secretary’s initiative to establish a
Disaster Global Early Warning System, as well as the US proposal to
develop under its auspices the Global Earth Observation System of
Systems (GEOSS), on the basis of the existing tsunami warning system
in the Pacific Ocean, which operates within the UNESCO Intergovern-
mental Geographic Commission.

A powerful national crisis management center is being created
based on EMERCOM, which will be capable of operating simultane-
ously on two or three emergencies and will be linked to the operation
room of the UN Office for the Coordination of Humanitarian Affairs.

To repeat, integration into the ongoing APR processes of deepening
political, economic, cultural and other cooperation is our historic fate.
With this in mind, we participate in the existing interaction structures,
initiate the establishment of novel instruments, such as the consulta-
tive mechanism of Russia, China and India, and approach Asian delib-
erations in the UN Security Council and the G8.

APR security and cooperation issues are always present in the agen-
da of our bilateral talks with our partners, and not only those located
in the area. A telling example is our dialogue with the United States,
which is both an Atlantic and Pacific power.

Russia invariably chooses an open and honest approach while par-
ticipating in various consultation and interaction mechanisms of dif-
ferent geometry. We do not talk behind anyone’s back. We do not cre-
ate closed alliances against anybody. We are far from being interested
in squeezing somebody out of the APR. Our concept of the APR’s
future is aimed at the widest possible cooperation with due account of
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mutual interests.

It is extremely difficult to fine-tune such cooperation in a complicat-
ed and complex environment like the APR, which is overloaded with
old ills inherited from the past, including the most painful territorial
ones, and is suspicious of “new” challenges. Political will, patience
and new ideas are needed.

That is why we welcome the activity of informal dialogue mecha-
nisms such as the Jeju Peace Forum in the discussion of security and
cooperation issues in the APR. Such forums make an invaluable contri-
bution to filling the initiatives and ideas bank for politicians and diplo-
mats to work over.

Thank you.
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Multilateral Security Cooperation
In Northeast Asia: An ROK Perspective

Won-soo Kim

Ladies and gentlemen,

Let me start by expressing my deep appreciation to the orga-
nizers of this forum for the excellent arrangements made for this event
as well as to the people of Jeju Island for the warm hospitality they
have extended.

E xcellencies and distinguished participants,

I. Overall Security Picture in the Northeast
Asian Region

Since the Second Jeju Peace Forum was held two years ago, there
have been many developments, both positive and negative, in the
Northeast Asian region. On the positive side, economic vitality and
dynamism have largely been maintained throughout the region. In
tandem, there has been a steady rise in intra-regional interdependence
in terms of the movement of people and goods. The major power rela-
tions in the region remain relatively stable, despite occasional ups and
downs in bilateral relations.
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On the negative side, however, the legacies of the Cold War and
even World War 11, as well as the colonial era, still linger in the region,
often hindering us from moving forward with a future-oriented
approach. Economic growth over a sustained period of time brings the
unsavory impact of shifting the distribution of power. This may com-
bine with the rise of nationalism in the region to build pressure for a
move away from the status quo in the regional order.

Against this backdrop, the challenge before us is simple and clear.
We have to do the best we can to emphasize the positive and prevent
negative factors from taking over. But how to do so is a very difficult
task that requires the concerted efforts of all partners in the region as
well as the support of many friends outside the region. What makes
our job more difficult is the lack of a regional mechanism for coopera-
tive security. A look back on history reveals only too clearly that the
countries in the region have never been used to a multilateral or pluri-
lateral kind of political order.

I1. Two Institutional Approaches to Handling
Security Challenges

The Northeast Asian region is now faced with dual security chal-
lenges. It has to simultaneously tackle both traditional types of threats
and the newly emerging non-traditional kinds of threats, such as ter-
rorism, transnational crimes, environmental hazards and energy short-
ages. The need for a multilateral security mechanism is therefore
greater than ever before. But the conditions for such a mechanism do
not seem to be ripe, and laying firm roots for such an initiative is
something that is likely to take time. Closing the gap between this
need and the prerequisite conditions is a process that cannot be com-
pleted overnight. And yet we cannot sit idle either.

In dealing with common security challenges, theoretically, two
approaches are possible: 1) tackling the most difficult challenge first; or
2) adopting a gradual approach starting from the easier issues. Coun-
tries in this region are now in the process of trying both approaches.
The six-party talks process was launched two years ago in an effort to
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seek a diplomatic solution to the North Korean nuclear issue, which is
the most pressing security challenge facing the region and beyond. On
a different track, the Northeast Asia Cooperation Dialogue (NEACD)
has been holding meetings at the 1.5 (one point five) level over the past
10 years, bringing together the same six parties in the region. Govern-
ment officials also participate but in their personal capacity, and its
agenda is loosely structured, so as to allow for an informal and free-
wheeling sort of discussion among people from both the government
and private sectors.

Nobody can know for sure which of the two approaches will be the
first to bear fruit. But | believe both are worthwhile experiments. | also
believe it is better to attempt both simultaneously rather than sequen-
tially. It is true that the six-party process has, at the moment, a single
focus. But it is also the case that, if the process successfully manages to
produce a negotiated settlement to the nuclear issue, it will surely cre-
ate positive momentum for broader security cooperation, with
spillover into many other issues. It is undeniable that a 1.5 track dia-
logue like the NEACD will take considerable time to develop into a
track 1 mechanism. But it is also the case that a 1.5 track format would
be more favorable for the nurturing of a habit of security dialogue. In
this regard, it should be noted that, on the margins of this year’s
NEACD meeting held in Seoul last April, for the first time participants
from foreign ministries had a separate meeting on issues of common
interest. This may sound like a small step, but | think it is a positive
step forward toward the emergence of a governmental cooperative
security mechanism in the region.

I1l. North Korean Nuclear Issue

I would now like to turn to the North Korean nuclear issue. Since we
are now standing at a critical juncture, it would be remiss if | did not
touch on this issue.

Almost a year has passed since the last round of the six-party talks
was held. Given the urgency of the matter, the parties concerned are
now redoubling their common efforts to revive the process. Among
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others, Korea will have a summit meeting with the U.S. tomorrow to
be followed by another with Japan in less than 10 days.

Hence, we are facing two immediate tasks. From a procedural per-
spective, the most immediate task is to get North Korea back to the
negotiating table. This will ultimately be North Korea’s choice, but one
does not have to be overly pessimistic. We do hope, like all other par-
ties, that North Korea will return to the talks without further delay. If
North Korea wishes to argue for something, they can and should do so
at the negotiating table. It is not an appropriate approach to put for-
ward conditions before the negotiations take place. North Korea needs
to fully understand that any format of negotiations with any of the
parties, including bilateral dialogue with the US, will be possible with-
in the framework of the six-party talks.

The second consideration is a substantive one. The resumption of
the talks cannot be a goal in itself. Once the talks do resume, all the
parties should strive to produce substantial results. This substantial
progress will be crucial in sustaining the momentum for a peaceful
and diplomatic resolution to the North Korean nuclear issue.

On a similar note, the vice-ministerial inter-Korean meeting held last
month was an encouraging sign. Inter-Korean dialogue had been sus-
pended for approximately the same period as the six-party talks,
although the two processes have never been linked. The revived
inter-Korean process, | believe, will contribute not only to promoting
inter-Korean reconciliation but also to realizing the common goal of a
peaceful and denuclearized Korean Peninsula.

IV. Korea’s Role in Northeast Asia

Having commented on the nuclear issue, | would like to move on to
a larger issue regarding what Korea can do in this region. The Repub-
lic of Korea is the 11th largest economy in the world, and now it is a
power to be reckoned with in many aspects, including soft power. In
international relations, however, what matters more is the power
analysis relative to others. Here one can easily find that Korea is sur-
rounded by four of the biggest powers in the world. Yet one cannot
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deny, either, that there is much Korea can and should do.

In this regard, | wish to point out the geopolitical realities facing
Korea and how these are now working to its advantage.

The first reality facing Korea stems from its geographical location
and past history. All the four powers surrounding the Korean Penin-
sula have been bigger and more powerful than Korea. They have also
held great stakes in and around the Korean Peninsula. From the histor-
ical perspective, Korea was the first victim of the changing power dis-
tribution among her neighbors and the ensuing regional rivalries. Con-
versely, Korea was never in a position to initiate a shift in the status
guo in the regional order.

These realities often run the risk of falling into the trap of self-defeat-
ing determinism. The Korean people have demonstrated their
resilience in adapting to the changing tides of times and are now
equipped with the capacity to turn geopolitical challenges into histori-
cal opportunities. | believe the time has come for Korea to capitalize on
these realities to play a proactive role to promote peace and prosperity
in the region.

Firstly, Korea can take advantage of her geographical location.
When the countries in the region seek confrontation, Korea is the first
to suffer. But when the nations of Northeast Asia seek peace and pros-
perity together, Korea plays an indispensable role as a bridge connect-
ing continental Asia and the Pacific Ocean. Conditions for this role
have ripened with the exception only of the persisting division on the
peninsula. But historic opportunities are emerging as inter-Korean rec-
onciliation is moving forward in parallel with the efforts for the diplo-
matic resolution of the North Korean nuclear issue.

The second advantage for Korea is rather paradoxical as seen from
the underlying power distribution. Since it stands as a middle power
located in between the two big neighbors, Korea is now in a unique
position to be able to take an initiative to promote a trilateral coopera-
tive relationship among Korea, Japan and China. An initiative by the
ROK would be easier to accept for her bigger neighbors than the same
initiative offered by either neighbor. In such a scenario, the other side
would be more cautious out of concern over possible hidden motives. |
would call this an advantage of a small player. Here one may draw an
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analogy with what ASEAN countries have been doing to promote
cooperation in East Asia by taking the initiative of inviting their bigger
neighbors to the margins of ASEAN meetings and nurturing them into
a more institutionalized mechanism.

Thirdly, Korea can enjoy the strength of its experience of rapid eco-
nomic and political development over the past several decades. It suc-
cessfully managed the transition to a politically pluralistic society with
a sound market economic system. In this respect, Korea is in an advan-
tageous position to easily connect with both the advanced and devel-
oping countries. | would call this a plus point of being a late bloomer.
Korea has the moral high ground as a success story for the emergence
from an unfavorable environment to advance the dissemination of
democratic and market economic values. This will add significant soft
power to Korea.

Taking the above three benefits, Korea can play a proactive role as a
force for peace and prosperity in the region. No one would doubt the
sincerity of Korea’s peace-loving aspirations. No one would doubt
either that Korea’s role would not be effective without the support of
the alliance relationship with the U.S. One lesson we have learned
from the European experience is that a multilateral security endeavor
is not possible without the backing of an effective alliance system to
ensure the deterrence of military conflicts. In this regard, | am happy
to report that the coming summit between Korea and the U.S. will
serve as an occasion to reconfirm the importance of strengthening the
bilateral alliance as we work toward the shared goal of forming a more
dynamic and comprehensive partnership. The Korea-US alliance has
worked well to our mutual benefit for the past five decades, and | am
sure that it will continue to do so for the next five decades thanks to
the joint efforts we are making.

V. Concluding Remarks

Ladies and Gentlemen,
I would like to conclude by expressing my gratitude to you all,
friends of Korea, for your steadfast support for peace and prosperity
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on the Korean Peninsula.

We know that the road ahead will not be smooth. Our journey will
require a great deal of patience and persistence, since we will
encounter a number of bumps before we reach our destination. But |
am sure that we will ultimately be able to arrive safely thanks to the
help and encouragement you offer along the way.

| thank you for your kind attention.
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The Six-Party Talks:
Opportunity or Obstacle?

James Goodby

I. The Argument

The long-term goal of the United States and of the nations of North-
east Asia should be the development of a security community. As
defined by the American scholar, Karl Deutsch, a security community
is a system of nations within which there is real confidence that force
will not be used as a way of settling disputes in their mutual relations.
A security community thus defined is not unlike Kant’s federation of
peace except that Kant placed more reliance on shared democratic
value systems. That condition may not exist in Northeast Asia for
decades.

An institutionalized method of acting together is useful in the devel-
opment of a security community, because it instills habits of coopera-
tion. In Northeast Asia, cooperative actions should take place across a
broad front to promote regional security and cooperation. Long-term
geopolitical trends argue for this, as do shorter-term considerations
arising out of the current nuclear crisis in North Korea.

If and when a multilateral mechanism is created to promote security
and cooperation, it should eventually include, at least, China, Japan,
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North and South Korea, Russia and the United States. Its tasks would
be to:

- promote the peaceful resolution of disputes

- resolve misunderstandings and prevent miscalculations

. encourage transparency in the mutual relations of the member
states

- enhance regional economic cooperation within the larger frame-
work of the global economy

- raise the living standards of all the people living in the area to the
levels of the most advanced nations

- promote the free movement of people, information, and ideas
among their nations

. foster an improved mutual understanding of each other’s histories
and cultures

New organizations do not arise spontaneously. Someone in a leader-
ship position has to decide that a problem or a challenge can best be
handled with the aid of an international organization. An opportunity
may now be at hand to begin building a multilateral structure since
relationships among nations are more fluid than in the recent past. The
peace and security of Northeast Asia will depend on whether this
opportunity is seized.

The best solution would be to expand the six-party talks to broader
subjects after an early and successful resolution of the nuclear issue.
But those talks have not prospered and as things stand now, a resolu-
tion of the Korean nuclear predicament stands in the way of any expe-
ditious building of a security community. The nuclear issue is urgent
and a failure to resolve it would have very serious consequences, not
only in Northeast Asia, but globally. No artificially-imposed delay
should be allowed to disrupt whatever progress may still be possible
in the six-party talks. But it is equally clear that the five nations that
have tried to persuade North Korea to roll back its nuclear weapons
program would benefit greatly from cooperating together in a system-
atic way on a wide variety of issues, with or without North Korea.
They have not been inclined to do so prior to solving the North Korean



146 Building a Northeast Asian Community[Vol. 1]

issue — and there are good arguments for that position. But if they fail,
a nuclear-armed North Korea may, perversely, be a polarizing rather
than a unifying force among them. In any case, to allow North Korea a
veto over constructive cooperation among the five nations is not even
in North Korea’s interests, not to mention their own. And thus the five
should consider the possibility of creating an organizational structure
in parallel with the six-party talks, dedicated to promoting peace and
security in the region. The five parties should be prepared to proceed
without North Korea although that might prove not to be necessary.

Whether or not a new organizational structure can be created, coop-
erative actions should include a network of “a la carte” programs in
Northeast Asia, some of which already exist. These should proceed
without delay and should include transport and energy infrastructure
development. A multilateral overlay, perhaps in the form of a coordi-
nating committee, would be a useful reminder of the long-term goal.
Jean Monnet’s vision of a united Europe, after all, not just economic
efficiency, inspired the creation of the European Coal and Steel Com-
munity.

The statecraft of this generation will be judged by whether this
moment in time is used to create the basis for an enduring peace in
Northeast Asia. The United States, in particular, is in a position to take
the lead in this enterprise. Its patterns of relations with all the coun-
tries of the region have not been irrevocably shaped by the experience
of centuries of history. Its diplomacy works best through steadiness
and long-term commitments. And the United States has much to gain
from consolidating its presence in Northeast Asia. But this must be a
shared effort and much of the energy must come from within the
region itself.

I1. A Solution in Search of a Problem?

The idea of a regional forum for security and cooperation has been
on the list of “things to do” in Northeast Asia for several years.
Through its diplomacy, the Republic of Korea, with a remarkable
degree of consistency, has kept the idea alive in the face of indifference
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and skepticism. From time to time, but unfortunately at different
times, officials from Japan, Russia, China, and the United States have
spoken favorably about the idea of a Northeast Asia regional forum.
Their interest has waxed and waned and no concerted effort has ever
been launched to bring the idea to life. With the exception of South
Korea, national leaders have invested little time and no political capital
in organizing a security community in Northeast Asia. And so today,
unlike any other part of the globe, Northeast Asia has no permanent
organization dedicated to the promotion of peace and progress in that
specific region. It is no coincidence that remnants of the Cold War and
attitudes forged in the even more distant days of World War 11 still
shape inter-state relations in Northeast Asia.

Two seminal North-South Korean agreements concluded in 1991-92
might have changed the course of history. One required the Korean
Peninsula to be free of nuclear weapons. The other, the “Basic Agree-
ment,” provided a blueprint and mechanisms for what might have
developed into enduring peace on the peninsula. But the goals laid out
in those agreements, tragically for the world, were never realized. And
these were not the only failed attempts to rid Northeast Asia of the
legacy of the past. Powerful currents of animosity persist in the region
and cause the idea of “community” to seem naive and unreal.

The tradition of a dominant nation and an ingrained habit of dealing
bilaterally with other nations on really sensitive matters also have
worked against proposals to establish a multilateral forum to deal with
important issues of security and cooperation. The US-Japan and the
US-Republic of Korea security treaties, the twin cornerstones of those
nations’ security policies in Northeast Asia, responded well to Cold
War threats. The United States provided a nuclear umbrella for Japan
and South Korea and powerful U.S. air, ground, and naval forces were
there to deter any serious military threats. China and Russia were
absorbed with other issues and North Korea did not count for much,
except when a crisis erupted. All the interesting international action
involved relations between the United States, Japan, and the Republic
of Korea. The absence of a Japan-Soviet Union peace treaty to end
World War Il and the failure to replace the 1953 Korean War Armistice
Agreement with a permanent settlement did not seem to matter very
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much.

On the economic front, for a long time the United States was Japan’s
number one trading partner. South Korea’s trade relations with Japan
and the United States were key drivers of that nation’s growth. Soviet
and later Russian, trade in the region grew very slowly. The economic
infrastructure in the region by and large was not a matter of interna-
tional interest. Transportation networks were mainly national con-
cerns, as were oil and gas pipelines. Asia-wide economic mechanisms,
like the Asia-Pacific Economic Cooperation (APEC), served to encour-
age the opening of markets and free trade.

In this environment, why should national leaders see a need for
multinational machinery to help them manage their affairs in the
region? The idea of a permanent organization to promote security and
cooperation sounded good in principle, but there was no generally
perceived need for such a thing and certainly no grass roots demand
for it.

I11. A Hinge Time

As one looks at Northeast Asia today, the familiar picture does not
look so familiar after all. China has reentered the world of Northeast
Asia in a big way. China is now Japan’s largest trading partner and
has assumed diplomatic leadership in searching for an answer to the
long-lasting North Korean nuclear crisis, a security issue of major
interest to the whole world. Russia’s Far East has awakened economi-
cally and is doing business with both Japan and China. South Korea
has passed through a generational change in its leadership. The global
economy is having a major impact on the patterns of relationships.
Except for North Korea, the region is well integrated into the global
economy.

Today, with the possible exception of the United States, no one
nation exercises the clear and unchallenged prerogative of being the
dominant power. China aspires to that position but has not yet
achieved it. A jockeying for position among the five nations already
has begun and balance-of-power politics is becoming a more complex
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game. Japan seems to be edging even closer to the United States to bal-
ance the growing power of China. South Korea and China have strong
differences of view on some things but they share a similar perspective
on others, including their sensitivities regarding the management of
North Korean issues. Russia is maneuvering to protect its interests
vis-a-vis both China and Japan. China is steadily building up its mili-
tary strength while quietly staking out a more high-profile posture
regionally and globally. Tensions rise and fall over the issue of Tai-
wan, periodically putting China at odds with Japan and the United
States.

Is the United States still the mover and shaker in Northeast Asia that
it became as early as the 1940s or 50s? Yes, but the “voice from the cas-
tle” has diminished in comparison with what it once was even though
what it says still carries great weight. Both South Korea and Japan, for
example, have obliged the Bush administration by sending troops to
Irag. However, the United States is reducing its military presence in
South Korea. It is encouraging Japan to take on additional roles and
missions within the US-Japan security alliance. Political and security
issues between China and the United States continue to cause frictions
while on the crucial economic front, US-China trade and financial
problems are multiplying. All three of the major economic powers of
Northeast Asia — China, Japan, and South Korea — are talking about
diversifying their currency holdings, looking to have relatively fewer
dollars in their reserves. All three are thinking about a trade bloc of
Asian nations.

IV. Managing International Systems

The scene is somewhat reminiscent of the 19th century, in the sense
of a system in which nations that have the capacity to wield great
power in one form or another struggle to maximize their freedom of
action and hedge against future threats from their neighbors. It recalls
Theodore Roosevelt’s support for Japan in the early 20th century to
block Russian imperial expansion in Asia. The famous, and
short-lived, Concert of Europe after the Napoleonic wars was another
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answer to how nations accommodate to one another in such a fluid
system. Its purpose was to smooth off the rough edges of their rela-
tionships and, where possible, to harmonize their policies. England’s
traditional preference for detachment and power balancing soon put
an end to the idea, which required almost constant involvement in the
affairs of the Continent. Some have suggested an off-shore power bal-
ancing role for the United States but it is not compatible with the
American culturally-imposed style of diplomacy.

Another answer in Europe, later in the 19th century, was Bismarck’s
diplomacy of overlapping alliances and ententes which like the Con-
cert of Europe, required restraint in order to work. As Kissinger and
others have pointed out, without a Bismarck to manage this intricate
system of relationships, restraint went out the window and World
War | ensued. But it was a clear alternative to the English preference
for power balancing in that it required engagement on many fronts, as
opposed to splendid isolation.

Northeast Asia in the 21st century may not have much to learn from
the experiences of other times and other places. History and geogra-
phy and culture create unique circumstances within which nations
develop and act. But so long as nation-states are the basic building
blocks of the international system the behavior of these units within
that system is not likely to be radically dissimilar. History suggests
that autonomous behavior by powerful nations—behavior that ignores
the interests of others—sooner or later leads to disaster. The corollary
of this lesson is that some mechanism has to be found, be it implicit or
explicit, to allow for policy accommodations and for self-imposed
restraint within a system of nations. To fail to do so is to make a colli-
sion almost inevitable.

Three nations linked by security treaties — Japan, South Korea and
the United States — have created a trilateral mechanism for security
policy coordination within a limited scope, that of coordinating policy
on North Korea. Only on one issue, North Korea’s nuclear programs,
do all of the six nations engaged in those talks join together in an
attempt to work out common policies. This arm’s-length attitude per-
petuates national rivalries and reinforces adversarial relationships.
This is a time for inclusiveness and engagement, rather than exclusive-
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ness and detachment, if the nations are to gain some control over a
rapidly changing system.

The security mechanisms created during the Cold War do not need
to be scrapped. They need to be augmented by broader mechanisms
that include rather than divide. They need to be supplemented by all
kinds of interlocking bilateral and multilateral inter-state and non-state
arrangements. Otherwise, the security structure that served the cause
of peace so well during the Cold War could turn into an instrument of
division and dispute. Security should be one element of a comprehen-
sive program of cooperation but other elements of national well-being,
like the economy and the full realization of each person’s potential also
should be included. A security community, after all, is a community in
which internal security concerns have been alleviated and the commu-
nity is free to deal with other issues that enrich human life.

V. Resolving the North Korean Nuclear Issue

If a strategic vision like this is not convincing enough to political
leaders who face elections in the here and now, let them consider the
case for multilateral cooperation to resolve the long-running nuclear
crisis in North Korea. The six-party talks have failed, so far, to solve
the problem. Blame can be assigned to various parties, certainly to
North Korea, but it is possible that the framework for negotiation has
been too constrained to meet the challenge. Twice before, in 1991 and
1994, agreements have been reached which were designed to denu-
clearize the Korean Peninsula. The first, already cited above, was
between North and South Korea, the second, the Agreed Framework,
was between North Korea and the United States. Both were supposed
to lead to a process of gradually improving relations between North
Korea and its negotiating partners. This hope was not fulfilled. With
the detachment that history will ultimately provide, it may be conclud-
ed that the parties failed to invest the agreements with the political
support necessary to withstand the pressures such agreements
inevitably face. Or it may be said that the scope of those negotiations
and the initial implementation processes were not broad enough to



152 Building a Northeast Asian Community[Val. 1]

provide a safety net when one element failed. What is known now is
that the North-South agreement failed to realize its potential, which is
why another nuclear negotiation began just a few years later. The
result of that negotiation, the Agreed Framework, yielded a freeze on
North Korea’s plutonium program which lasted for eight years, a sig-
nificant accomplishment, but then it too collapsed.

North Korea may have been simply trying to buy time with these
agreements so that its progress toward acquiring a nuclear arsenal
would be unimpeded. If so, a gradually improving relationship with
the rest of the world, except on their own terms, may never have been
part of the game plan of Kim Il-sung and Kim Jong-il. But if there is
even a slim chance that Kim Jong-il might come to believe that the sur-
vival of his regime would be better served by giving up his nuclear
weapons program than by keeping it, that chance should be seized. If
this scenario has any merit to it, the lessons of the past suggest that a
settlement of the outstanding issues on the Korean Peninsula and
assurances regarding the relations between North Korea and the great
powers will be necessary underpinnings of a denuclearization agree-
ment. If that assumption is proven wrong, because Kim Jong-il is
determined to have nuclear weapons whatever the cost, the experience
of five of the parties to the negotiations should at least convince them
of the necessity of working together.

A multilateral forum, which would allow for talks in various config-
urations (“variable geometry,” as it is often called) is required because
a comprehensive settlement of issues left over from the Korean War
(1950-53) will require the participation of all of North Korea’s neigh-
bors, plus the United States, in one way or another. All will be needed
for security assurances; all will be required in differing ways for eco-
nomic cooperation, of which energy and transport cooperation would
be major components, along with freer trade. A peace treaty to end the
Korean War would involve fewer nations, just North and South Korea
and the United States.

Whether a multilateral forum that might consider issues other than a
Korean peace treaty would negotiate a comprehensive treaty or a
politically binding accord, or whether it would proceed by parallel,
reciprocal moves without a formal agreement, or all of the above, is
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not relevant to this discussion. Nor is the question of whether the cur-
rent six-party talks would segue into the comprehensive negotiations
advocated here, or whether a new forum should be created. The basic
point is that a conclusive end to the nuclear issue on the Korean Penin-
sula is likely to be achieved only within the framework of a multilater-
al forum, which would have the scope to deal with a very broad agen-
da simultaneously, or very nearly so.

Whether one looks to long-term geopolitical trends or to short-term
needs to end the perpetual crisis in North Korea, a multilateral forum
of broad scope is part of the solution. But could a Korea-focused forum
become permanent or assume broader functions beyond those
required to resolve the current issues? If it works, and if current
geopolitical trends persist, the need for a permanent organization with
broader functions will likely become self-evident, and the six-party
formula has many advantages as the launch pad for the effort, as will
be discussed under “Alternative Paths to a Permanent Northeast
Asian Security and Cooperation Organization.”

V1. What about Other International Organizations?

Several international organizations already have functioned in Asia
for several years. None of these mechanisms is suitable for the kinds of
tasks that a permanent multilateral mechanism focused on Northeast
Asia should undertake. But other organizations can provide lessons
regarding the creation of a new regional multilateral mechanism.
Appendix 1 provides background information regarding the Korean
Peninsula Energy Development Organization (KEDO); Asia-Pacific
Economic Cooperation (APEC); Association of Southeast Asian
Nations (ASEAN); the ASEAN Regional Forum (ARF); ASEAN+3; the
Shanghai Cooperation Organization (SCO); and the Organization for
Security and Cooperation in Europe (OSCE). A few comments are in
order here:

The experience of KEDO suggests that a similar organization, or per-
haps KEDO itself in an adapted form, could oversee and enhance
multinational cooperation in Northeast Asia on fairly technical and
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complex subjects. As the operating arm of a political-level organiza-
tion, it could coordinate the implementation of economic infrastruc-
ture projects, for example. An interesting feature of KEDO is that it is
open to membership by nations and other entities outside the
Asia-Pacific region. In the economic sphere, this might be a useful way
to associate the European Union with projects in Northeast Asia. Rail
lines between Europe and Northeast Asia are excellent examples of
projects that would benefit Asian as well as European nations.

The ASEAN model resembles the kind of structure that might be
established in Northeast Asia. It is based on a Treaty of Amity and
Cooperation and the nations of Southeast Asia form its core group.
The ASEAN Regional Forum (ARF) includes many other nations and
it is empowered to discuss security issues. Its strengths, however, are
more in the arena of building connections and airing ideas, rather than
concrete projects or problem-solving.

The ASEAN+3 forum seems to be gathering momentum and could
turn out to be the most influential of the Asia-Pacific international
organizations. A series of bilateral free trade agreements are being
negotiated within the area covered by ASEAN+3 and the region grad-
ually will become linked in this way, if in no other. In time, the activi-
ties of this group might extend beyond the promotion of free trade,
and security might become an implicit part of its agenda.

The Organization for Security and Cooperation in Europe (OSCE)
also is relevant for the methods and processes used, and to some
extent for the specifics of the substantive programs. South Korea and
Japan are observers in the OSCE. The OSCE is an example worthy of
consideration by anyone contemplating the establishment of an
international organization. It was based on:

. an agreement successfully concluded despite very different moti-
vations and interests among the major negotiating partners

. a politically binding accord, not in treaty form, which nevertheless
has exercised a significant influence in Euro-Atlantic affairs for
thirty years

. procedures that required no permanent organizational support
from 1975 to 1990 but was transformed thereafter into a structure
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requiring regular high-level meetings and permanent support
organizations

- a scope which covered most of the activities in which governments
engage but also upheld the rights of citizens of those governments

- specific provisions relating to military confidence-building, eco-
nomics, and the human dimension which could provide a template
for an accord in Northeast Asia

VIl. The Mandate: Broad or Narrow?

Circumstances usually dictate whether the mandate for a multilater-
al organization will be broadly or narrowly focused, whether it should
concentrate on one area of international interest or several and
whether it should be relatively fixed or capable of expansion. APEC’s
mandate is limited to economic affairs. ASEAN’s is political and eco-
nomic, with some security issues grafted on to it, and it has shown a
capacity for flexibility and expansion. KEDO is primarily an imple-
mentation oversight organization with a fixed mandate. No expansion
was envisaged. The Shanghai Cooperation Organization started out
with a narrow focus on military confidence-building and then expand-
ed into an essentially open-ended umbrella agreement for all sorts of
cooperation. The OSCE started out with a very broad mandate which
became more explicit and detailed as time went on, but was faithful to
its original scope as defined in the Helsinki Final Act. Of course, when
the Cold War ended and the Soviet Union disintegrated, the security
part of the agenda became less relevant and those parts relating to the
transition from authoritarian to democratic governments became more
s0.

In the case of Northeast Asia, the case is strong for a broad mandate,
similar to the original Helsinki Final Act. Trade, investment, and finan-
cial cooperation is a major driver of relations among these countries.
ASEAN+3 and APEC already deal with these subjects, of course, but
their focus is on reducing barriers to trade within the region. A wide
array of other economic issues could benefit from positive cooperation,
for example, in the energy and transportation infrastructure in North-
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east Asia. Energy, historically a source of friction between countries,
could become an agent for encouraging cooperative behavior. Trans-
portation links, particularly railways, would promote regional eco-
nomic growth.

Other elements of a broad agenda would include security. Quite
apart from issues on the Korean Peninsula, there is work to be done in
counter-terrorism, anti-proliferation, mutual military transparency,
and improved crisis communications. If mutual confidence grew in
response to the experience of working together, more sensitive matters
could become part of a cooperative security program. These more sen-
sitive areas might include topics like early warning of ballistic missile
flights and ballistic missile defense cooperation.

Humanitarian concerns and cultural activities should be included.
This would include public health, prevention of drug smuggling,
anti-crime programs, family reunification, human rights and cultural
and educational exchanges.

Linking all of these activities in a statement of the objectives to be
pursued could be accomplished through an agreement like the Helsin-
ki Final Act. An important feature of that should be a renunciation of
the use or threat of force in the mutual relations of the member states,
a model for which can be found in the CSCE Stockholm Document of
1986, which inaugurated an expanded program of military confidence-
building measures in Europe.

VIII. Alternative Paths to a Permanent Northeast
Asian Security and Cooperation Organization

To realize the organizational structure of a security community,

three general strategies are available:

1. Build on the six-party talks.

2. Create a new structure including all the elements of a broad pro-
gram of cooperation. The substance of the six-party talks might be
incorporated within this new structure.

3. Proceed incrementally, sector by sector, to build through accretion
a network of cooperative activities. A coordinating mechanism -a
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clearing house, in effect- could be set up in the near future.
Strategy 1. Build on the six-party talks

This approach has the advantage of an agenda already defined:
denuclearization of the Korean Peninsula, security assurances and eco-
nomic programs to assist North Korea in becoming integrated into the
regional and global economy. Related to this program is the Korean
Peninsula Energy Development Organization (KEDO) which could be
adapted to the task of overseeing new agreements on energy coopera-
tion and, perhaps, infrastructure development in Northeast Asia.

A distinction should be made, however, between (1) building on an
agreement already reached, perhaps along the lines that were dis-
cussed in the six-party talks in June 2004, and (2) building on the pro-
cedural framework of the six-party talks to alter the scope or objective
of the talks prior to a resolution of the nuclear issue. The former is far
preferable because of the time imperative: North Korea’s nuclear
weapons program is a ticking time bomb in more ways than one. It
deserves priority attention. An alternative approach, however, would
be to embed the six-party talks in a larger framework by building an
economic and humanitarian affairs structure around the present
six-party talks. Those talks, as presently constituted, would continue
as one of the elements within the larger organization.

In the case of a successful outcome to the six-party talks, the central
core of the new organization would be security, probably tied to eco-
nomic assistance to North Korea, and some requirements for more
“normal” diplomatic relations. This base would have the potential for
expansion but a multilateral cooperation program exclusively focused
on North Korea would be too narrow a basis for promoting peace and
economic progress throughout the Northeast Asian region. It would
have to be enlarged in the next phase of the talks.

If the six-party talks begin to make progress, it is likely that this
route to a permanent institution for security and cooperation in North-
east Asia is the one that would be followed. It would become the path
of least resistance. But the six-party talks have not prospered and at
some point, the end of the road may be reached. In that event, the par-
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ties might decide to discontinue the framework altogether. This would
be the most likely outcome if, for example, North Korea began the
explosive testing of nuclear weapons.

In the improbable event that all six parties decided to retain the
framework, despite everything, at least two methods for transforming
the six-party talks into a broader, more comprehensive forum could be
imagined. One would be to simply enlarge the agenda so that several
major topics are under discussion simultaneously. The other would be
to reorganize the structure of the talks so that the six participants
would provide themselves with a different charter, one aimed at estab-
lishing a framework for security and cooperation in Northeast Asia.
Under the conditions just postulated, this is not a likely scenario.

Strategy 2.
Create a new comprehensive organizational structure

This would be the most direct route to a permanent organization for
security and cooperation in Northeast Asia, and the most rational. It is
also the least likely, even though this was the route followed in estab-
lishing other regional organizations. The advantage of constructing the
architecture for a Northeast Asian institution in this way is that it
would be more balanced in its initial focus than an organization that
arose out of the six-party talks. Its agenda would provide for broad
economic cooperation among the major powers, rather than one heavi-
ly skewed toward North Korea. Its organizational structure could be
designed to deal with security, economic cooperation and humanitari-
an concerns, rather than grafting new appendages onto a structure
designed to facilitate a Korean settlement.

This would be the cleanest and most elegant way to go about creat-
ing a permanent mechanism for security and cooperation in Northeast
Asia. But it would be very difficult to do. First, it could be a distraction
from the urgent business of dealing with North Korea’s nuclear pro-
gram. Second, there is not an overwhelming desire among its potential
members to create such a structure. Third, China and South Korea
appear reluctant to proceed on any wide-scale cooperative program in
Northeast Asia if it could be interpreted as freezing out North Korea.
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Russia leans that way. This position, if continued, would block any
effort to put a program in place that did not include North Korea from
the outset.

This last point deserves more reflection: first, to give North Korea a
veto over useful regional cooperation in Northeast Asia is not even in
North Korea’s interest because it retards regional economic develop-
ment and reduces potential economic aid to North Korea; second, if
the states that have interests in Northeast Asia — and that includes
members of the European Union — can organize a vigorous program
of economic cooperation, North Korea might very well choose to join
it; third, China, South Korea and Japan have no reservations about
joining ASEAN+3 even though it does not include North Korea (or
Russia or the United States), thus isolating Pyongyang from one of the
most important potential economic developments underway in Asia.

If at some point, the end of the road in the six-party talks really is
reached, the five nations should resolve to establish a regional cooper-
ation without North Korea, leaving the door open for Pyongyang to
join it under certain conditions. It would be a sad commentary on their
statecraft if paralysis prevented them from cooperating, initially, on a
five-party basis.

Strategy 3. The process of accretion

In the absence of real pressure coming from governments for a more
direct route to a multilateral mechanism and with a deadlock in the
six-party talks, a gradually developing network of cooperative pro-
grams is the only way to proceed. There is no need to wait and no
need for unanimity. And practical steps in the economic field, for
instance, have merit in themselves. Existing examples, admittedly with
mixed results, include the UN Development Program’s Tumen River
Development Program, re-linking of Korean railways, and the
Gaesong Industrial Park.

There are potential areas for cooperation where the presence or
absence of North Korea as a political entity is nhot a major factor. These
include:
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- certain sectors of economic cooperation such as development pro-
grams in Siberia, where North Korean labor could contribute

- programs that could enhance transportation and energy coopera-
tion

- cultural programs especially those that encourage closer collabora-
tion in interpreting historical events

- certain security programs might be developed such as cooperative
anti-proliferation and counter-terrorism activities

The individual programs could be knitted together into a fabric of
regional cooperation under the guidance of a regional steering com-
mittee.

There are limits: In the absence of an agreement on North Korea’s
nuclear programs, the United States, and probably others, would
refrain from participating in programs that would provide major bene-
fits to North Korea. In fact, the United States would be likely to try to
block such cooperation.

A systematic and coherent policy or at least a compelling vision of
the future, is needed if sectoral cooperative efforts, like those cited
above, are to grow into a genuine institutional framework to deal with
fundamental national interests and objectives.

Unless the nations involved in Northeast Asian affairs come to share
a vision that enables all the conceivable programs of cooperation in
Northeast Asia to be seen as steps on the way to a larger goal — a com-
munity or a concert, for example — the individual programs will be
valuable, but not transformative. A corrective to this problem would be
to organize a multilateral “clearing house” for economic and other
programs in Northeast Asia. This could act as a kind of steering com-
mittee to promote cooperation and community interest. More signifi-
cantly, it could remind all the nations of the long-term goal of a securi-
ty community.

IX. Latent Interest Shines through Skepticism

Unless and until each potential member of a Northeast Asia multi-
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lateral mechanism concludes that there are advantages in joining such
a body that outweigh any potential disadvantages, ho multilateral
mechanism will be established. To say that each nation must feel that it
would be better off with than without this innovation is not to say that
the group as a whole must necessarily have common or shared or even
overlapping interests. To illustrate the point: the 35-nation Conference
on Security and Cooperation in Europe concluded an accord in Helsin-
ki in 1975 in which the main protagonists, the Soviet Union and the
United States, had hardly any shared interests. Each was betting, in
effect, that history would vindicate its particular expectations about
the long-term results of the agreement. To get something like this start-
ed, the only requirement is that each player sees a net advantage.
Present attitudes are roughly as follows:

China. Beijing has shown an interest in the idea of a permanent mul-
tilateral organization in Northeast Asia and appears to believe that it
must flow from an agreement in the six-party talks. China probably
hopes to use such a mechanism to extend its influence and consolidate
its role as a major player in all aspects of Northeast Asian affairs. That
particular motivation is not an impediment standing in the way of a
permanent multilateral mechanism because it is one that other govern-
ments would probably share, with respect to their own nation’s
prospects.

Japan. Tokyo has recently been cool toward a permanent multilater-
al forum, probably because it suspects why China might have an inter-
est in it. But Japan has supported the idea in the past and has not
rejected it even now. If a multilateral mechanism emerged in the con-
text of a six-party deal that rolled back North Korea’s nuclear weapons
program and if the United States endorsed the idea, Japan very likely
would embrace the idea.

China’s initial opposition to a seat for Japan on the UN Security
Council may soften in time. For now, it should be noted that the cre-
ation of a mechanism to deal with security and other issues in North-
east Asia is quite compatible with a UNSC seat for Japan and the two
should be mutually reinforcing. The Northeast Asia organization
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probably would become a Regional Organization of the United
Nations, under Chapter 8 of the UN Charter, and would be the “court
of first resort” for that region.

South Korea. The government of South Korea has endorsed the idea
of a permanent multilateral organization in Northeast Asia with vary-
ing degrees of enthusiasm for over a decade. Its main concern now is
that nothing be done to damage whatever limited prospects there may
be for a successful conclusion of the six-party talks. South Korea, like
China, would not want to be seen as excluding North Korea from a
seat at the table. This is consistent, of course with Seoul’s policy of
nudging North Korea to moderate or end its isolation.

Russia. Moscow seems to support Seoul and Beijing in thinking that
North Korea must be part of a Northeast Asia forum from the begin-
ning, on the grounds that a forum that did not include North Korea
would leave one of the major security issues in North Asia unresolved.
But Russia can be expected to readily accept a Northeast Asia forum if
other parties accept it.

United States. Washington has encouraged the notion that the
six-party talks could evolve into a permanent forum. In years past,
U.S. administrations have endorsed the idea of a permanent multilat-
eral mechanism in Northeast Asia, but without putting any political
muscle behind it. As current policy has been stated, progress toward a
multilateral organization to promote peace and cooperation in North-
east Asia is held hostage to the success of the six-party talks. There
appears to be some interest in a five-party forum, leaving the door
open for North Korea’s membership under certain conditions.

North Korea. Kim Jong-il probably would join in a permanent
Northeast Asia multilateral mechanism if his terms were met. These
would include security assurances, an end to trade restrictions and
energy assistance. Whether he would do so if membership required
him to give up his nuclear weapons program is another matter, and
this has to be one of the key considerations in the whole enterprise of a
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multilateral forum. Although North Korea’s abstention from a multi-
lateral forum would pose serious obstacles to the creation of a multilat-
eral organization, it need not become an absolute barrier.

This survey of national positions shows that the outlook for a per-
manent multilateral mechanism depends heavily on progress in the
six-party talks. But there is a latent interest in each of the nations that,
given favorable circumstances, could coalesce to generate enough
momentum to push the idea forward. Perhaps China, South Korea and
Russia would support some form of multilateral organization if it did
not arbitrarily exclude North Korea. Japan apparently is wary of the
idea at the moment, but has a history of supporting it. The United
States, judging by its publicly-stated positions, would probably join a
mechanism like this unless one of its allies strongly objected. If the
United States took the lead in creating a security community in North-
east Asia, many things would become possible and Washington ought
to have an interest in consolidating its position in Northeast Asia.

X. The Time is Now

The logic of the present situation in Northeast Asia suggests that the
foundations for what, in retrospect, was a long period of relative sta-
bility in Northeast Asia, are being weakened. Those foundations rested
on broadly shared assumptions as well as on military strength. The
U.S. military commitment has not weakened, although it is harder to
sustain because of Iraqgi requirements and changing strategic concepts
in Washington. But all the nations, without exception, now see them-
selves playing new roles on the Northeast Asian stage and so shared
assumptions are being questioned and sometimes discarded. Immobil-
ity, for better or worse, has given way to a situation which is much
more fluid, perhaps more so then at any other time since President
Nixon’s “opening to China.” This is a time for governments to shape
the environment of the future. Otherwise drift and equivocation will
shape it for them, and not to their liking.
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APPENDIX 1
Relevant International Organizations

The Korean Peninsula Energy Development
Organization (KEDO)

The Korean Peninsula Energy Development Organization was
established on March 9, 1995 by Japan, South Korea and the United
States to implement the building of the nuclear reactors and the ship-
ment of heavy oil provided for in the 1994 US-North Korean Agreed
Framework. The provisions of that agreement called for the financing
and construction of two light-water reactors in North Korea. Five hun-
dred thousand metric tons of heavy fuel oil was to be furnished to
North Korea each year pending completion of the first of these reac-
tors. Membership in KEDO was open to other nations and several
joined, including the European Union, on condition that they provide
funds, goods or services. Russia and China have not become members
to date, although both supported the efforts of KEDO. The Agreed
Framework broke down late in 2002 after the United States accused
North Korea of secretly building a uranium enrichment facility.
Despite that, KEDO has remained in business while suspending con-
struction of the reactors and the oil shipments to North Korea.

It is governed by an executive board, with Japan, South Korea, the
United States and the EU as members, and is run on a day-to-day basis
by a secretariat, headed by an executive director. A general conference
of all KEDO members meets once a year. By all accounts, the collabo-
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ration worked well and the multilateral management of the energy
project has been judged a success. The target date for completion of the
first reactor had slipped by the time the Agreed Framework collapsed,
but that was caused by factors other than the operations of KEDO.

Asia-Pacific Economic Cooperation (APEC)

Except for North Korea, APEC includes all of the nations that might
form a Northeast Asia permanent organization for security and coop-
eration and many more besides. In fact, there are 21 countries in
APEC, which functions to promote economic growth. One of its main
tasks is to reduce trade barriers within the region and increase the flow
of trade. The mechanism works through the device of goal-setting and
periodic meetings at various levels to monitor results. Its work is
entirely voluntary and non-binding. There is an APEC secretariat, per-
manently established, which supports the many committees and
working groups.

In principle, APEC could establish a special program to enhance eco-
nomic cooperation in Northeast Asia. Fitting North Korea into such a
program would be difficult, however, since the thrust of APEC since
the beginning has been to support free trade among relatively open
economies. That Vietnam is now a member proves that a country like
North Korea might be able to make the leap from isolation to coopera-
tion in APEC. APEC’s mandate does not include security issues.

Association of Southeast Asian Nations (ASEAN)

As its name implies, ASEAN was founded by five Southeast Asian
nations: Indonesia, Malaysia, Philippines, Singapore and Thailand.
After its creation in 1967, ASEAN expanded between 1984 and 1999 to
include Brunei Darussalem, Vietnam, Laos, Myanmar and Cambodia.
Its original charter, the ASEAN Declaration, contains a broad agenda
for cooperation in economic and security affairs of the region. In Feb-
ruary 1976, the heads of government of the five original members
signed a Treaty of Amity and Cooperation that endorsed six funda-
mental principles to guide their mutual relationships:
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- mutual respect for the independence, sovereignty, equality, territo-
rial integrity, and national identity of all nations

- the right of every State to lead its national existence free from exter-
nal interference, subversion or coercion

- non-interference in the internal affairs of one another

. settlement of differences or disputes by peaceful manner

- renunciation of the threat or use of force and

. effective cooperation among themselves

ASEAN has a well-defined organizational structure which is guided
by decisions of an annual summit meeting, and ad hoc meetings of
ministers responsible for several areas of governmental activities and
national life. Many committees and working groups provide support
for summit and ministerial meetings. A Secretary-General and a secre-
tariat provide day-by-day support and advice.

As will be shown below, additional methods of cooperation were
established which bring it even closer to a model that might suit
Northeast Asia, or could be adapted to Northeast Asia.

ASEAN Regional Forum (ARF)

In 1994, ASEAN decided to establish the ASEAN Regional Forum to
deal with confidence-building, preventive diplomacy and conflict res-
olution. The forum includes ten “dialogue partners” as well as all the
ASEAN member states, plus North Korea, Mongolia and Pakistan.
Papua New Guinea is an observer. Thus, the participants are: Aus-
tralia, Brunei Darussalem, Cambodia, Canada, China, E.U., India,
Indonesia, Japan, North and South Korea, Laos, Malaysia, Myanmar,
Mongolia, New Zealand, Papua New Guinea, Pakistan, Philippines,
Russia, Singapore, Thailand, United States and Vietnam.

ASEAN+3 (APT)
Since 1996, ASEAN has developed a close relationship with three

Northeast Asian countries: China, Japan and South Korea. The pur-
pose has been to promote regional economic cooperation. Summit
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meetings are held annually and additional meetings at various levels
have been organized. APT appears to be headed toward a free trade
area in East Asia, and China is leading the effort by negotiating a free
trade agreement with ASEAN. This development would move East
Asia toward a trading group loosely resembling the North American
Free Trade Area. It would not have, of course, the degree of integra-
tion of the European Union.

On April 11, 2005, the ASEAN foreign ministers announced that the
first East Asian Summit would be held in Kuala Lumpur later in the
year. The participants would be the ten ASEAN nations plus China,
Japan and South Korea — APT. Others may be invited, although sign-
ing ASEAN'’s Treaty of Amity and Cooperation might be a precondi-
tion. At the same time, the ASEAN foreign ministers decided to
appoint a group of eminent persons to draft a charter for ASEAN’s
future.

The Shanghai Cooperation Organization (SCO)

Lessons may also be found in the way the Shanghai Cooperation
Organization was established. Its origins lay in the desire to build con-
fidence among China, Russia, Kazakhstan, Kyrgyzstan and Tajikistan
through troop reductions and transparency in the regions where these
countries had common frontiers, primarily in Central Asia. From this
beginning, in 1996, the scope and organizational structure expanded
so that, in 2001, joined by Uzbekistan, the member states signed the
“Declaration of the Shanghai Cooperation Organization,” which con-
tained a kind of code of good behavior among themselves. In 2002, the
members signed additional documents that provided the basis for
regional cooperation in counter-terrorism and prevention of smug-
gling of drugs and weapons. A basis was also laid for cooperation in a
broad array of national concerns, not unlike the economic and security
“baskets” of the CSCE/OSCE. And in another similarity to the OSCE,
the member states established regular summit and ministerial meet-
ings, a regional anti-terrorist center and a permanent secretariat locat-
ed in Beijing. The SCO explicitly is charged with opposing “separatism
and extremism,” which may be assumed to be aimed at religious and



168 Building a Northeast Asian Community[Vol. 1]

ethnic separatist movements in the region of Central Asia. In historical
terms, the SCO resembles the Holy Alliance of the European 19th cen-
tury more than the Concert of Europe of the same era, or the OSCE of
contemporary times.

The Organization for Security and Cooperation
in Europe (OSCE)

The background to the 1975 Helsinki Final Act of the Conference on
Security and Cooperation in Europe would suggest that an accord
could never have been reached. The Soviet Union wanted a surrogate
peace treaty to perpetuate the division of Europe and of Germany.
Consolidating their grip on Central and Eastern Europe was the main
motivation of the Soviet leaders. The Western nations rejected the per-
manent division of Europe and strongly favored freer movement of
people, information, and ideas between East and West. Despite these
sharp differences, it was possible to reach agreement.

None of the Western powers had an interest in a treaty, even though
commitments affecting international security were involved. The
Helsinki Final Act was signed by 35 heads of states and governments
as a politically binding document. Implementation was monitored by
periodic review conferences of the total membership and through
bilateral channels. Although implementation was far from perfect, the
review conferences exercised pressure on governments to comply. In
Eastern Europe, in particular, citizens’ groups also pressured their
governments to comply.

The CSCE managed to do without an international bureaucracy
through the first 15 years of its existence. Meetings were arranged by
the governments of host countries. These meetings involved not only
major review conferences but also important conferences designed to
expand on several areas outlined in general terms in the Helsinki Final
Act. In 1990, the Paris Charter for a New Europe created regular
inter-governmental meetings at summit and ministerial levels. There-
after, the CSCE was re-named the Organization for Security and Coop-
eration in Europe and was endowed with a permanent secretariat and
a Forum for Security Cooperation based in Vienna. An Office for
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Human Rights and Democratic Institutions (OHRDI) was established
in Warsaw. A High Commissioner for National Minorities was creat-
ed, with headquarters in The Hague.

The CSCE/OSCE was established with a mandate that covered three
main areas: security, economic affairs and human rights. The unique
feature of the Helsinki Final Act was that it committed governments to
accept international accountability for the way they treated their citi-
zens. That idea, fairly novel when it was built into the Helsinki Final
Act, has increasingly become accepted in mainstream international
common law.

Aside from that, the Helsinki Final Act included ten principles of
international behavior similar to those included in ASEAN'’s Treaty of
Amity and Cooperation. The Final Act provided for military confi-
dence-building measures, later expanded substantially to provide
enhanced transparency and improved communications among the
governments and the military forces of the participating states.



170 Building a Northeast Asian Community[Val. 1]

APPENDIX 2
Other articles by the author on this subject

Goodby, James. 1990. “Operational Arms Control in Europe: Implications for
Security Negotiations in Korea.” Korean Journal of Defense Analysis, Vol.
I, No. 1 (Summer), pp. 111-147 (A discussion of confidence-building
measures and a proposal for a Conference on Security and Coopera-
tion in Korea).

. 1991. “The New World Order in Northeast Asia.” Korean Journal of
Defense Analysis, Vol. I1l, No. 1 (Summer), pp. 11-20 (A discussion of a
multilateral framework in Northeast Asia).

. 1994. “The Context of Korean Unification: The Case for a Multilateral
Security Structure.” Security in Korea: War, Stalemate, and Negotiation.
Andrews, Goldstein, and Williams, eds. Boulder: Westview Press (A
geopolitical argument, including security tasks for a multilateral mech-
anism).

. 1999. “Confidence-Building Ten Years On: What has Changed.” The
Korean Journal of Defense Analysis, Vol. XI, No. 1 (Summer), pp. 197-207
(A review of cooperative security developments since 1990 and a
road-map for the future of U.S.-North/South Korea relations).

. 2001. “Rising to the occasion in Korea.” Far Eastern Economic Review,
December 27.

. 2002. “Brinkmanship won’t work with North Korea.” International
Herald Tribune, February 23.

.2002. “A reward approach to N. Korea.” Los Angeles Times, May 3.

. 2003. “Try to engage with Pyongyang.” International Herald Tribune ,
January 6.

. 2003. “Opportunity and danger: North Korea.” International Herald
Tribune, January 17.

. 2003. “North Korea: In 2003, look back to 1984.” International Herald
Tribune, January 29.

. 2003. “Playing the long game is risky.” International Herald Tribune,
February 20.

. 2003. “A chance to turn the nuclear tide.” International Herald Tribune,

The Sx-Party Talks: Opportunity or Obstacle? 171

August, 5.
. 2004. “Negotiating with a nation that’s really gone nuclear.” Washing-
ton Post, February 15.
. 2004. “Nuclear talks will test six nations in Beijing.” Financial Times,
February 24.
. 2004. “America’s mixed signals to Korea.” Financial Times, June 11.
Goodby, James, and John Endicott. 2002. “An Unstable Corner of Asia.” Christ-
ian Science Monitor, July 23.
. 2002. “A Northeast Asia Security Conference.” International Herald
Tribune (November 5), p. 8.
Goodby, James, and Don Gross. 2004. “America and South Korea: An alliance
that needs to be mended.” International Herald Tribune (August 7), p. 5.
. 2004. “The ‘Libya model’ could help disarm North Korea.” Interna-
tional Herald Tribune, September 6.
Goodby, James, and Kenneth Weisbrode. 2003. “Time for Jaw-Jaw with North
Korea.” Financial Times, March 5.

| Additional Readings

Ahn, Choong Yong, Nicholas Eberstadt, and Lee Young Sun. 2004. A New
International Engagement Framework for North Korea?: Contending Perspec-
tives. Washington D.C.: Korea Economic Institute of America.

Chung, Ok Nim. 2000. “Solving the Security Puzzle in Northeast Asia: A Mul-
tilateral Security Regime.” CNAPS Working Paper, The Brookings
Institution, September 1.

Cossa, Ralph. 1999. “Northeast Asia Security Forum: Is Such a Gathering Pos-
sible.” PacNet Newsletter #19, May 14.

Deutsch, Karl W. et al. 1957. Political Community and the North Atlantic Area:
International Organization in the Light of Historical Experience. Princeton:
Princeton University Press.

Fukuyama, Francis. 2005. “Re-Envisioning Asia.” Foreign Affairs, Vol. 84 Issue
1 Jan./Feb. (Examines a five-party multilateral approach to Northeast
Asian issues which differs from the concepts discussed in this paper).

Harrison, Selig. 2003. Korea End Game, A Strategy for Reunification and U.S. Dis-
engagement. Princeton: Princeton University Press.



172 Building a Northeast Asian Community[Val. 1]

. 2003. Ending the North Korean Nuclear Crisis, A Proposal by the Task
Force on U.S. Korea Policy, March 1.

Heiskanen, Markku. 2003. “The Roh Administration’s Peace and Prosperity
Policy and International Cooperation: The Eurasian Dimension: Cata-
lyst for The Korean Reunification Process?” International Journal of Kore-
an Unification Studies, Vol. 12, No.1. Seoul: Korean Institute for Nation-
al Unification.

. 2002. ”Northeast Asia as a Sub-region of Asia Pacific and Eurasia.”
Far East Affairs. Russian Academy of Science, Institute of Far Eastern
Affairs. Moscow.

. 2003. “Eurasian Railways-Key to the Korean Deadlock?” Nautilus
Institute, PFO 03-4A January 22.

Ikegami, Masako. 2003. New Northeast Asia Initiatives, Cooperation for Regional
Development and Security. Stockholm University.

Kelly, James. 2003. “Regional Implications of the Changing Nuclear Equation
on the Korean Peninsula.” Testimony before the Senate Foreign Rela-
tions Committee. March 12.

. 2004. “Dealing With North Korea’s Nuclear Programs.” Testimony
before the Senate Foreign Relations Committee. July 15.

Lord, Winston. 1996. “U.S. Policy toward the Korean Peninsula.” Address to
the Korea/U.S. 21st Century Council, February 8.

Pritchard, Charles. 2004. “Beyond Six Party Talks: An Opportunity to Establish
a Framework for Multilateral Cooperation in the North Pacific.”
Hokkaido Conference for North Pacific Issues. Hokkaido, Japan, Octo-
ber 7.

Schoff, James L., Charles M. Perry, and Jacquelyn K. Davis. 2004. Building
Six-Party Capacity for a WMD-Free Korea.” The Institute for Foreign
Policy Analysis.

Sheehan, Michael. 2004. “Creating an Arms Control Mechanism in North East
Asia: The Application of the European Security Co-operation Regime.”
Defense & Security Analysis, Vol. 20, No 1, pp. 39-54. March.

173

Russia and Multilateral Security
Cooperation in Northeast Asia

Nodari Simonia

he theme of institutionalizing a Northeast Asian regional

security system is quite popular today and is being actively

discussed at numerous forums of Asia-Pacific (AP) countries
in recent years. It’s an important indication of the fact that the need to
form such a system has already matured. It is realized by political and
scientific circles in the region, and considerable transformations have
recently occurred in AP countries, which are demanding certain
changes in their foreign policy courses. All this requires from us -
scholars and politicians - careful analysis of these changes and the
influence, positive and negative, these changes may exert on the
prospects of developing a Northeast Asian regional security system. It
so happened that the year 2000 served as a landmark for considerable
changes in the state of affairs of many AP countries. That’s why we
shall dwell mainly upon the most important events of the last five
years.
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|. Positive Transformations in Northeast
Asian Countries and their Influence
on the Formation of a Regional Security System

Undoubtedly, one of the most important worldwide factors con-
ducive to improving the general atmosphere in Northeast Asia was
the disappearance of ideological confrontation between countries of
socialist and capitalist orientation. The given circumstance favored
impetuous development of interregional economic interconnections —
trade, investments, etc. In other words, it was the process of laying the
foundation of a future regional security system, without which it
would have been precarious and insecure. The largest role in the
process was played China’s impetuous economic growth and its
increasing cooperation with South Korea and Japan. In 2004, China
only received $500 billion profit in exports, FDI amounted to $60 bil-
lion, and other capital inflow totaled $129 billion. According to fore-
casts, in 2005, current surplus could hit $100 billion or so, up almost
two-thirds from last year. Foreign reserves could reach $800 billion
this year and, at this rate, could top $1 trillion by 2006. By now China’s
foreign exchange stockpile is already equal to about 40 percent of
gross domestic product and parked mostly in U.S. Treasuries. At the
same time, China has an extraordinarily high rate of investment. At
more than 40 percent of its GDP, the country’s fixed investment is
probably the highest ever achieved in a large economy.* As a result of
all of the above, in 2004, China outstripped Japan in export volume,
which grew by 35 percent, having reached $593.4 billion, and is now
third after Germany and the U.S. But even more important is that in
the last year and a half, China overtook the U.S. as the main trade part-
ner, first of South Korea and then Japan.? As a result, in Northeast
Asia, the largest growth of inter-sub-regional trade is taking place.
While in the early 1990s, trade between China, Japan and South Korea
amounted to 20 percent of total volume of their summary foreign
trade, in 2003, this indicator grew to 30 percent (against 20 percent in

1 Business Week, April 4, 2005, pp. 76-77; Foreign Policy, Jan./Feb, 2005, p. 51.
2 Vedomosty, April 15, 2005.

Russia and Mulltilateral Security Cooperationin Northeast Asa 175

such a long-integrated region as ASEAN).® Obviously, from the eco-
nomic point of view, this sub-region, whose joint GDP exceeded $6 tril-
lion (at the going exchange rate), which is more than 10 times the sum-
mary GDP of ASEAN states, seems to have enough grounds to have
the goal of an institutional framework. These are the arguments of
regionalism supporters in these countries.

After the historical Pyongyang 2000 summit, versatile contacts and
cooperation between the North and South on the Korean Peninsula
have been steadfastly widening and developing, though not without
difficulties and temporary breaks. It is important to point out that
these contacts not only did not decrease since the aggravation of
American-North Korean relations from the end of 2002 but even inten-
sified. The North and South have reached an agreement on restoring a
transport highway and have begun its implementation. South Korea’s
Hyundai Asan has spent $1.2 billion (including $500 million alone on
improving basic infrastructure) since it started bringing tourists to
Mount Geumgang in 1993 and on an industrial park in Gaesong on the
North’s side of the heavily militarized border, for firms from the South
to utilize cheaper labor. Some North-South joint ventures have already
started production of kitchen utensils, etc.* This kind of business is def-
initely helping to reduce tensions between the North and South, but
more importantly, North Korean leader Kim Jong-il has started some
tentative market reforms in his country over past few years. In the
summer of 2002, rationing was abandoned, allowing prices and
exchange rates to float. About 300 markets, including 10 in
Pyongyang, where food and clothing could be bought and sold, were
set up. “There is a new freedom to start up small enterprises — restau-
rants, mom-and-pop stalls and stores — not everywhere, but evident,”
Selig Harrison, an American expert on North Korea, said after a visit
to North Korea in April 2004. He came to an important conclusion:
“What is happening in North Korea now is comparable to the early
stages of economic reforms of China, say around 1982.” Harrison

3 APEK Economic Outlook, 2003. Singapore, pp. 19-21, 145, 164, 173, 179, 189, 246,
252, 257, 272.
4 The Moscow Times, July 6, 2004.
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believes that North Korea is trying to follow the model of China and
Vietnam, where the economies were opened without the government
losing control.® So, it’s not surprising that Deputy Prime Minister in
Seoul Lee Hun-jai, in an interview with The Asian Wall Street Journal
(April 23, 2004), said: “We don’t worry much about future develop-
ments in North Korea. Kim Jong-il is still in very strong control of the
economy, and Kim Jong-il is changing.”®

The seriousness of Kim Jong-il’s intentions is also confirmed by
news about dismissal from leading posts of even senior officials, who
have ties with him but have expressed disagreement on the course of
reforms’. More and more specialists, who were able to visit North
Korea recently, confirm the view about Kim Jong-il’s resolution to fol-
low the course of the reforms and come to the conclusion that the West
ought to support the engagement policy with the North rather than
drive it into a corner®. Finally, we should also pay attention to such a
specific moment, which is rarely mentioned while the situation in
North Korea is analyzed: The country de facto began to semi-open
itself via “the window” to China. Actually, already for quite a number
of years, practically uncontrolled transition of people and goods is tak-
ing place via the Chinese-Korean border. Tens of thousands of Kore-
ans perform “shuttle” trips to China or go there in search of work. The
system of informational isolation has practically collapsed, and South
Korean fashion, TV soap operas, etc. have become available for many
North Koreans through the “Chinese channel.” Summing up all the
above mentioned, it is possible to conclude that the country is going
through permanent transformation of the former regime into authori-
tarian development. We have already observed this phenomenon several
times in some other Asian countries, and this circumstance opens up a
chance to involve North Korea in future regional organization.
ASEAN'’s experience serves as a confirmation, as the former includes

5 The Wall Street Journal Europe, April 27, 2004.
6 The Wall Street Journal Europe, April 27, 2004.
7 Izvestiya, April 14, 2004.

8 The Japan Times, January 27, 2005.

9 Expert, No. 46, December 6-12, 2004, p.96.
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countries with quite different political regimes.

Important prerequisites of future success for any regionalism project
in Northeast Asia are the transformations that occurred in Russia in
the last five years. First of all, the country managed to overcome the
tendency of the factual breakdown of Russian statehood that was gain-
ing force during President Yeltsin’s rule. Consolidation of Russian
statehood despite all the difficulties and personal mistakes is getting
stronger and stronger. It allowed President Putin to pay more atten-
tion to the unfavorable situation established during the previous
decades in Siberia and on the Russian Far East, to develop a realistic
strategy for Russia’s integration into the Asia-Pacific through the
development of Russia’s Asian territory. Since 2003, more and more
outlined becomes the energy strategy of complex development of East
Siberia and the Far East’s natural riches with foreign capital involve-
ment. Here, an absolutely different perspective opens up for Northeast
Asian countries. Large-scale development of energy resources in these
Russian regions might add a “second wind” to the idea of regionalism
in Northeast Asia, whose countries are net importers of hydrocarbon
raw materials. In light of the extraordinarily unstable situation in the
Near East, the principal source of oil resources for all the Northeast
Asian countries, the task of Russia’s potential complex development
acquires exceptional importance. Russia, in its turn, is seriously inter-
ested in the settlement of the above problem, as it will help add anoth-
er powerful impetus to the socioeconomic development of its appro-
priate regions. Already, now one can notice great interest from the
governments and businesses of China, South Korea and Japan in par-
ticipating in energy cooperation with Russia. On the last day of 2004,
the Russian premier signed a document on the beginning of the
Taishet-Nakhodka oil pipeline construction, while the Transneft com-
pany declared its readiness to start this construction even if no agree-
ment is reached by the deadline with foreign investors. Today, the
Russian government has the means for such a project (and not only for
this one), accumulated from oil sales above the Stabilization Fund in
the Development Fund. During quite a fruitful visit by Roh Moo-hyun,
the president of the Republic of Korea, in September 2004, along with
other important documents, the sides signed an agreement on cooper-
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ation in the energy sphere. The Korea National Oil Corporation
(KNOC) and Russia’s state-run oil company Rosneft signed a memo-
randum of understanding for joint oil exploration in Russia, first in
Kamchatka and Veninsky on Sakhalin. Though the controlling block of
shares in both projects remains with Rosneft, Korean KNOC will pre-
sumably get up to 40 percent of the shares in the Kamchatka project
and 25 percent in the Sakhalin one (“Sakhalin-3"), as KNOC wiill
shoulder all the expenses on geological surveys and a considerable
part of the expenditures “at the project development stage.”® A very
important agreement was signed between Russian Tatneft and LG
Engineering and Construction company on projecting, equipment
delivery and construction of a new oil refining and petrochemical
complex costing up to $3 billion, as well as an agreement between
Alliance oil company and Samsung company on the radical recon-
struction of the Khabarovsk oil refining plant ($500 million). Within
the framework of this last project, 25 percent of the oil products manu-
factured by the Khabarovsk plant is planned to be directed to North-
east Asian countries. At the negotiations, the sides also discussed the
issue of South Korea purchasing Russian gas, the problem of Russian
aid to South Korea in space development, and many other issues.*
Hence, it’s not by chance that as a result of Roh Moo-hyun’s visit a
new definition of Russia-South Korea relations came into being —
“comprehensive partnership of mutual trust.” | would like to stress
that exactly out of such a type of partnership the structure of a future
regionalism will form among all other Northeast Asian countries.

In 2003-2004, the first experience and the first structure of multilater-
al dialogue at the regional level were born. The question is about
six-party negotiations with the participation of China, North Korea,
the U.S., South Korea, Japan and Russia. Naturally, this negotiation
process touches upon only one, quite important as it is, but particular
aspect — the North Korean nuclear problem. Besides, for the time being,
this experience was not very successful and has not yet led to consider-
able specific results. | already reported on the matter this January in

10 Kommersant, November 4, 2004.
11 Izvestiya, May 5, 2005.
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Seoul at the international conference organized by the ruling party
(Uri). In my report, | insisted in particular that the six-party negotia-
tions format could be quite useful but should not serve as an alterna-
tive to bilateral negotiations between the U.S. and North Korea. North
Korea agreed to multilateral negotiations as a sort of a frame inside
which there would be bilateral negotiations and agreements with the
U.S. That’s where the main reason for the low efficiency of the three
meetings within the six-party framework lies. The whole sense of a
multi-sided format must in fact be in promoting compromise, not a
unilateral solution of the problem between the two major conflict par-
ticipants.”? Today, | still adhere to this opinion. But having said this, |
would like to point out that from my point of view, the paradox of the
situation with the six-party negotiations is that if in the narrow sense,
i.e. in the sense of the settlement of the North Korean nuclear problem,
the multisided negotiations format is of auxiliary importance, in a
broader sense, i.e. in the sense of regional institutionalization in North-
east Asia, this experience might obtain much greater importance. In
historical perspective, it may turn out to be the initial stage in the gene-
sis of a future regional security organization. Anyway, at the given
stage, the six-party negotiations format will reveal those positive ele-
ments, around which the process of regional security building might
continue, as well as those negative factors, which hinder or simply pre-
vent such a construction.

The “package” solution of the North Korean nuclear problem pro-
posed by Russia, China and South Korea includes as a component eco-
nomic and energy cooperation in the promotion of North Korean
socioeconomic development by all the countries interested in the
engagement policy. Thus, six-party (or any multisided) negotiations
format might take the shape of a broader approach to the regional
security problem.

Here is only one example of such an approach: During discussions
of cooperation issues at the Russia-South Korea summit in September
2004, President Putin stressed at the press conference the idea that

12 “Main Security Problems in NSA and ways of solving them,” pp. 10-12.
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Russia, which maintains friendly ties with both Koreas, is interested in
energy and transportation projects involving the three parties, stressing
the political and economic benefits of such projects.

The question, first of all, was about connecting the Trans-Korean
main line to Transsib and about pipeline construction from Russia via
DPRK territory to South Korea. It’s easy to understand that realization
of such projects could be exceptionally conductive to the success of the
engagement policy carried out by the South Korean leadership, to sta-
bilization of the general situation on the Korean Peninsula, and would
be an example of a fruitful and pragmatic approach to cooperation in
the region as a whole.

I1. Obstacles to the Institutionalization of
a Northeast Asian Regional Security System

In spite of the formation of the above mentioned (and some other)
prerequisites for the establishment of a regional security system in
Northeast Asia, at present there are still a lot of serious obstacles in the
path of attaining this goal. Intra-country and intra-regional as well as
external obstacles exist in this region.

Among objective intra-regional obstacles, we can single out, per-
haps, the main one - heterogeneity of the region’s countries, uneven-
ness of their socioeconomic, political and general historical develop-
ment. Relations between separate countries of the region are burdened
not only by remaining vestiges of the Cold War, about which a lot has
already been written, but also by recollections of even earlier stages of
their historical development. At this moment, some people often fail to
take this into account when, in discussing the problem of regionalism
formation in Northeast Asia, they appeal to the European Union’s
experience. In the meantime, it would have been useful to remember
that European history went through several centuries of endless feudal
wars before the Westfall system appeared, and that further on, even
when many countries stepped on the way toward democratic develop-
ment, it was exactly in Europe that the First and Second World Wars
were born. It took decades of post-war development for the European
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peoples to be able to overcome in their minds negative complexes of
the historical past and form common European regionalism ideals. We
should also bear in mind the fact that it all began in 1951, with the
European Coal and Steel Union, then it consolidated in 1957, by cre-
ation of the “Common Market” (European Economic Community),
and only in 1993, the European Union (EU) was formed. Thus, the EU
“building” was constructed according to all the rules: At first, the nec-
essary psychological atmosphere was created, based on a comprehen-
sion of the community of fates, then economic foundations were laid,
and after that, the Europeans began to build the walls and the roof of
the EU (by the way, “the roof” — the EU Constitution — is still to be
“completed,” i.e. to be unanimously approved by all the Union mem-
bers). Against the background of this historical experience, the idea of
regionalism in Northeast Asia looks quite “young.” By stating this, |
hardly want to say that realization of the above idea will need as long
a period of time. The thing is that a distinctive feature of modern times
lies in unusual dynamism and acceleration of historical development,
based upon globalization processes. The latter form economic integra-
tion processes without waiting for psychological transformations.
However, it does not mean that the necessity of such a transformation
can be completely ignored. Professor of Princeton University Gilbert
Rozman in his last book “Northeast Asia’s Stunted Regionalism” fairly
points out that some idealists believe in the power of economic inte-
gration and predict that sustained trade and investment ties lead
directly to regionalism. He writes, “Despite the extraordinary pace of
economic integration, resentments have not diminished nor trust been
achieved. Increased economic ties create bonds, but they are not
enough ... Clashing national identities linked to problems in bilateral
relations played the primary role in delaying regionalism.”*
Intra-country factors: Today, practically all the Northeast Asian
countries are notable for this or that degree of maturity in the process
of nation state building. Korea is divided into North and South, China
strives to return Taiwan to the single state, Japan, the second economic

13 G.Rozman, Northeast Asia’s Stunted Regionalism, Bilateral Distrust in the Shadow of
Globalization. Cambridge Univ. Press, Cambridge, UK, 2004, p. 356.
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power, more and more often ponders over the discrepancy of the
above fact with the country’s political role in the international commu-
nity. Russia faces the goal of full-scale integration of Siberia and its Far
East region into the all-Russian market. All this feeds nationalism
under the banner of which national identity and nation states have his-
torically formed. However, if regional subjects’ private geopolitical
ideas mingle with the solution of national goals, the focus of positive
nationalism can shift in a negative direction, and the process of over-
coming the past’s negative inheritance may slow down or even stop.
The growth of negative nationalism in Northeast Asia is also promot-
ed by the presence of territorial controversy. Japan, for instance, is
engaged in such disputes with all the other Northeast Asian countries:
with Russia regarding the so-called “Northern territories,” with China
on Diaoyudao islands (Senkaku, as they are called in Japan), with
South Korea regarding Dokdo island (Takeshima in Japan). This
March-April, another aggravation of relations in this connection took
place accompanied by mutual official protests and stormy street mani-
festations. Regular visits of Japanese premiers to the Yasukuni Shrine,
which enshrines not only the spirits of 2.5 million Japanese war dead
but also 14 Class A war criminals, also serve as permanent irritants for
Japan’s neighbor states. This for people in China, South Korea and
elsewhere in Asia symbolizes what some see as Japan’s inability to
atone for its war guilt. In early April of this year, large anti-Japanese
protests and demonstrations cropped up in several cities in China to
protest Japan’s approval of controversial history textbooks, which play
down Japan’s World War |l era atrocities. Many protesters called for a
boycott of Japanese goods. South Koreans also joined the dispute over
Japan’s textbooks. After violent anti-Japanese street protests, an official
protest was lodged with Japan’s ambassador to Seoul and Japan’s for-
eign ministry.** Japan’s Foreign Minister Nobutaki Matimura’s visit to
Beijing practically turned into a mutual exchange of accusations, and
in the meantime, relations between Japan and South Korea spoiled due
to the creation of a “Blue Book” on diplomacy, where it is said that

14 The Wall Street Journal Europe, April 11, 2005; International Herald Tribune, April 11
and 14, 2005; VVremya Novostei, March 22, 2005; Izvestiya, March 17, 2005.
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Takeshima (Dokdo) island is Japanese territory.* In the given atmos-
phere, even successes in the economic development of Northeast
Asian countries work not so much in favor of regionalism as in nour-
ishing negative nationalism. To improve the situation, there has to be a
shift in the focus of nationalism.*

At the given stage, the unsettled problem of Northeast Asian coun-
tries’ energy security, as net oil and gas importers, works against suc-
cessful regionalism. By the way, one of the reasons for today’s aggra-
vations regarding certain islands is the supposed presence of oil and
gas deposits on their shelf and the attempts to develop them.” The
Chinese oil company CNOOC started the development of the nearest
deposits in summer of 2003 and intends to begin commercial extrac-
tion of gas this August. Disputes between Tokyo and Beijing regarding
the matter still remain unsettled. On April 1, 2005, the Japanese gov-
ernment declared that development of the field by the Chinese compa-
ny infringes on the Japanese economic zone and may affect the state of
natural resources of the Japanese side. On April 13, the Japanese gov-
ernment announced about issuing permits to Japanese companies to
test gas well drillings in appropriate regions of the East China Sea. Fol-
lowing the announcement, the official representative of China’s State
Council notified that Japanese drilling in the controversial zone will
lead to “further aggravation of the situation in the East China Sea.”*
Sharp competition began between China and Japan due to settlement
of the question regarding the route of the Russian oil pipeline Angarsk
(later on Taishet) — Nakhodka (Privoznaya Bay), which in 2003 - 2004
went on with variable success but has not yet been completed. It indi-
cates that there is a pressing need to resolve energy problems on a
complex, multilateral (regional) basis. One of the examples of a wise
and pragmatic approach to the settlement of energy problems has

15 Kommersant, April 19, 2005.

16 An interesting article on the rise of nationalism in Northeast Asia was published
recently by Prof. Byung-Joon Ahn in Asia-Pacific Review, Vol. 11, No. 2, Novem-
ber 2004, pp. 18-35.

17 lbid., pp. 39-40.

18 Vremya Novostei, April 14, 2005.
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been recently demonstrated to the world by India and Pakistan. We
are speaking about the gas pipeline from Iran to Pakistan and further
on to India. India and Iran have long ago begun discussing gas
pipeline construction, but India was stopped by apprehensions of its
dependence on Pakistan, through the territory of which its most eco-
nomic route would have lain. However, pragmatic considerations
(acute demand in import of hydrocarbon raw materials due to stead-
fast economic growth) took the upper hand. Moreover, now India pro-
poses to extend this gas pipeline to China (the issue was discussed
during the April visit of Chinese Premier Wen Jiabao to New Delhi).
India also proposed to China to develop cooperation among leading
national oil companies so that they could jointly develop and exploit
oil and gas fields in third countries.”® Thus, India and China, tradition-
al foes, have drawn closer in recent years by focusing on trade and
economic cooperation rather than on decades-old territorial disputes
along their shared border. As a result, South Asia is setting a precious
example to Northeast Asia of an approach to the solution of energy
security problems.

The problem of leadership in the region also serves at the given
stage as an impediment to full-fledged regionalism. Matsuo Watanabe,
a research fellow at the Japan Institute of International Affairs, recently
wrote in his article on problems of regional integration in East Asia:
“Regional integration is very much a political process in which leader-
ship to manage the diverse interests of participating entities is essen-
tial, like France and Germany in the European case. In the East Asian
context, there is no unanimous endorsement along the countries about
who should play such a role. Although Japan and China appear to be
contesting the regional leadership, neither of them is a decisive candi-
date.”®

Howvever, the real problem is not in the lack of a “decisive” candi-
date. EU success is explained exactly by the fact that France and Ger-
many rejected rivalry between each other, left past wars and conflicts
with each other to history, and concentrated their efforts on the real-

19 Vremya Novostei, April 13, 2005.
20 Asia-Pacific Review, Vol. 11, No, 2, Nov. 2004, p. 14.
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ization of the idea of a united Europe, to say nothing about the fact
that Germany and France have no such fundamental differences in
political systems as those existing today between China and Japan. Ini-
tially it was Japan that, relying upon its economic might, tried to
become the leader not only in Northeast Asia but in the whole of Asia.
Success of the Japanese export-oriented model in the group of “newly
industrialized nations” and then in the second echelon of Southeast
Asian countries seemed to be indicative of sufficient validity of Japan’s
hopes for Asian leadership. There already happened to be formulated
the concept of Asia’s development according to the “flying geese”
principle, with Japan as the mother goose. Japan hoped that Southeast
Asian countries would be followed by India and other countries of
South Asia. Today, however, nobody recalls that concept. Every
model, even a very successful one, has its finite resources. Having
demonstrated wonderful results within the framework of an industrial
paradigm, Japan’s “Asian model” malfunctioned at the transition to
the postindustrial development stage, mainly in Japan itself, which
called forth a protracted stagnation of its economy. However, Japan
did not establish itself as a regional or even sub-regional leader due to
another, maybe even more important reason — an obvious discrepan-
cy between its political weight in international affairs and its economic
status due to its subordination on all important international issues to
American domination. That’s why in the majority of cases, Japan in
fact voluntarily let the U.S. have the role of leader in the majority of
regional institutionalization processes in the Asia-Pacific region. And
when finally in the mid-1990s, and especially after the 1997 “Asian
financial crisis,” Japan began to come out with certain regional initia-
tives (the creation of an Asian Monetary Fund or a Northeastern
Development Bank), it failed to organize efficient opposition to the US
that blocked the above initiatives.

In the meantime, the impetuous growth of China brought it to the
position of the world economy’s “second locomotive” (truly speaking,
only within the industrial development paradigm as of yet), and now
it is especially difficult for Japan to stand for its claims on a leading
regional role. However, China will also hardly be able to play the part
of a unifying force in the regional integration process in Northeast
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Asia. With all the above mentioned successes within the framework of
sub-regional economic cooperation, China is too large and steadfastly
growing to fit into Northeast Asian frames, which are too narrow for
this country. Today it is obvious that China’s leadership realizes that
to resolve the modernization problems of an enormous country, it has
to respond to globalization challenges on the same global level and not
on regional or especially on sub-regional ones. In this sense, the April
visit of Wen Jiabao to India is quite significant. A declaration about a
“strategic partnership” of the two countries was accompanied by Indi-
an Prime Minister Manmohan Singh’s following words: “India and
China together can change the world order.”*

In his turn, Premier Wen in an address to information technology
professionals in Bangalore said: “I strongly believe that if we join
hands together we will certainly be able to set a new trail in the IT
business world. Combined, we can take the leadership position.”?
Wen also pointed out during his meeting with business circles that
“growth of understanding between China and India is a necessary
condition for world prosperity ... and the beginning of the epoch of
Asia.” Moreover, in the course of his personal meetings in India, Pre-
mier Wen lJiabao declared that “China will in every possible way wel-
come India’s entry into the UN Security Council”#

All this suggests that though China is seriously interested in the
intensification of integration processes with Northeast Asian countries
and is making considerable efforts in this respect, at the same time,
taking into consideration the scale of China’s population and its econo-
my, the country’s leadership heads directly for globalization. All this
speaks in favor of the supposition that China will most probably
adhere in Southeast Asia to the formula of “open regionalism” as wide
and open as possible. Such a proposition is confirmed by the results of
the above mentioned recent Chinese-Indian summit and China’s deci-
sion to join the InterAmerican Development Bank, the most important
multilateral institution in the Western hemisphere. Membership in the

21 Vremya Novostey, April 12, 2005.
22 The World Street Journal Europe, April 11, 2005.
23 Kommersant, April 14, 2005.
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IADB would allow Beijing to bid for construction and equipment sup-
ply contracts linked to projects funded by the bank.* This is to say
nothing about Southeast Asia, where China can use in a very large and
powerful financial and economic sense the Chinese Diaspora in many
countries of the region. In the last year, serious competition began
between China and Japan, which has long been laying claim to the role
of an economic leader in this region, regarding it as the sphere of its
influence. The competition also revealed itself in the form of conclu-
sion by China and Japan of free trade agreements with Southeast
Asian countries (with ASEAN as a whole, like it was done by China, or
as bilateral agreements, like Japan).®

It is absolutely clear that with such two competing giants existing in
Northeast Asia, autonomous regionalism of any kind is out of the
guestion. And when one of the main conditions for the realization of
such regionalism is performed, i.e. when Japan and China overcome
their impulse for nationalism and undertake genuine reconciliation,
the very need for regionalism by that time will disappear. It will sim-
ply dissolve in the prevailing globalism.

The main external (regarding the geographical region of Northeast
Asia) factor is the U.S. Essentially, it has long ago turned into the dom-
inant regional factor, with its 80,000 strong military contingent. During
the Cold War years, the U.S. provided security for Japan and South
Korea, playing a positive balancing role in the region. However, the
Cold War is over, yet many structures built during that period remain
in the region. The US-Japan and the US-Republic of Korea mutual
defense treaties inherited from the bipolar system not only remain
unchanged, but the U.S. is trying to strengthen them. There is an
impression that the U.S. intends to build another confrontation line in
the bipolar spirit but this time on the regional level to maintain its for-
mer hegemony in Asia, which has nowadays been somewhat shaken.

24 Financial Times, April 11, 2005.

25 See in: Asia-Pacific Review, Vol. 11, No. 2, November 2004, pp. 1-3, 28-29. In the
course of ASEAN+3 Summit in Vientiane (Laos, 29 November 2004) President
Roh Moo-hyun and ASEAN leaders agreed to launch Free Trade Agreement
negotiations next year (Korea Now, December 11, 2004, p. 8).
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In his above cited article, Matsuo Watanabe cites the points of view of
Abramowitz and Bosworth expressed in 2003, according to which,
largely due to the rise of China in both economic and geopolitical
terms, the U.S. has little control and lessening influence on the trends
within Asia.® We know very well from the history of humanity that
great powers do not easily part with their hegemon status. (I personal-
ly do know it perfectly well by my own country’s experience.) It's also
well known that past history lessons do not usually teach modern per-
sonalities anything. Many U.S. leaders are not an exception here.
Intoxicated by the fact that after the breakup of the bipolar world
structure the U.S. through inertia remained for the moment as the
“superpower” (i.e. a vestige of the former world structure), they per-
sistently continue to ignore giant historical shifts taking place right
before our eyes, which will lead to the formation of a multi-polar
world. These processes are going on in Asia, especially in Northeast
Asia. Yes, undoubtedly, the U.S. for the moment is the most important
partner of the main Northeast Asian countries, but it’s also a fact that
trade balance has for a long time been positive exactly for the countries
of this region. So, for example, the volume of foreign trade turnover
between China and the U.S. in 2003 made up $126.3 billion, with
American deficit in this trade being approximately $58.6 billion.”
China preserves such a favorable situation with trade turnover, not the
least of all thanks to fixing its currency rate to the dollar. As a result,
attempts by the U.S. Treasury to obtain a trade balance deficit reduc-
tion by depreciating the dollar do not work. Moreover, Northeast
Asian countries in a certain sense have “captured” the U.S. financially:
Japan and China today are the key countries - holders of the main part
of U.S. state debt. Japan possesses the largest portfolio of U.S. securi-
ties - $526 billion. It is followed by China - $144 billion, and in general,
Asian countries have invested $860 billion, i.e. 56 percent of all the
American state securities.”

Thus, Northeast Asian countries have applied toward the U.S. a

26 Op.cit., pp. 7-8.
27 Vremya Novostei, February 10, 2004.
28 Vedomosti, February 12, 2004.
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kind of stranglehold. In principle, it’s the final pressure leverage upon
America, especially bearing in mind the not quite bright financial situ-
ation in the country, characterized by the country’s balance of pay-
ment deficit, recommenced growth of its chronic deficit (especially due
to military operations against Iraq), unfavorable trade balance, and a
super-extensive “dollar overhang” practically all over the world. By
the beginning of 2004, Asian countries had accumulated more than $2
trillion in the form of gold and foreign exchange reserves, including:
Japan - $741.2 billion; China - $403.3 billion; Hong Kong - $123.6 bil-
lion; Taiwan - $214.9 billion; and South Korea - $157.5 billion.* And
when at the end of 2003, the U.S. administration tried to exert pressure
on China, demanding it to revaluate the yuan, the Chinese govern-
ment not only rejected that demand but also, according to some mass
media sources, transparently hinted that it might no longer need to
keep American government bonds. It might serve as an important
precedent of a competent financial-economic response to a “super-
power’s” pressure.

Under the circumstances, the U.S. dislikes and in every way possible
opposes any tendencies not only toward autonomous regionalism in
Northeast Asia but also toward certain more resolute versions of Asian
regionalism, in particular, ASEAN+3 (i.e. Japan, South Korea, China).
And it’s not surprising. The thing is that despite the fact that the U.S.
backed by European partners, managed to block the realization of the
Asian Currency Fund idea, the idea itself not only remained alive but
was even partially implemented within the ASEAN+3 framework,
when in 2000 at its finance minister meeting in Chiang Mai, Thailand,
several countries concluded a series of “swap” agreements with each
other so that they could lend foreign exchange reserves to each other
to help protect their currencies in cases of crisis. As a result of this Chi-
ang Mai Initiative, this program now involves 16 bilateral currency
swap arrangements worth $36.5 billion among its members.® At the
2002 ASEAN+3 summit, the East Asian Study Group handed down a
series of recommendations, including the idea of having an annual

29 Kommersant, February 10, 2004.
30 Asia-Pacific Review, Vol. 11, No 2, November 2004, p. 25.
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East Asian summit starting in 2005. It seems to me that the U.S. nega-
tive attitude toward regionalist efforts in Asia have stimulated, rather
than discouraged, the intention to integrate among Asian countries.
However, it is obvious that Asian countries cannot ignore the fact that
the U.S., for the given historical moment, is the largest and most
advanced country in the world in the information technological sense.
That is why any tendency toward regionalism in Asia does not attain
clear institutional, organizational frames.

In a narrower but very important political sense, direct obstacles for
a serious process aimed at developing a regional security system in
Northeast Asia is in the Bush administration’s position on reconcilia-
tion and cooperation on the Korean Peninsula. The impression is
gained that the U.S. is not so much worried about the North Korean
nuclear program, though incredible ballyhoo has been made on the
matter, as the very regime in this country, the overthrow of which it
seeks, in fact, regardless of tragic consequences for the Korean people
and the wellbeing of a U.S. ally, South Korea, that will inevitably
accompany the use of force to settle the problem. The Bush administra-
tion has invariably been skeptical, and sometimes hostile, toward the
South Korean leadership’s efforts to apply the engagement policy
toward North Korea, though this policy is the only reasonable alterna-
tive to the pernicious use of force and in practice has already begun to
bring its modest but very important results. As of today, the following
scheme may be outlined: Keys to resolving the North Korean nuclear
problem are practically in the hands of the United States — the settle-
ment of this problem will open up wide opportunities for effective
implementation of the engagement policy, including North Korea’s
involvement in the regional cooperation process. In its turn, this will
create favorable conditions for the development of a regional security
system in Northeast Asia. This is the only reasonable way for all the
countries of the region, and they must concentrate their efforts for its
implementation. In this sense, the format of “six-party negotiations”
should not turn into a screen for the realization of a paternalistic policy
of a “‘superpower” but ought to act as a forum for rendering assistance
to a compromise between two extreme positions.
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I1l. Final Remarks

It’s quite apparent that for the present, prospects of forming a
regional organization in Northeast Asia are quite obscure. On the one
hand, it’s obvious that the countries of this region are already finding
the too one-sided economic dependence on the U.S. burdensome. They
feel an urge to diversify their foreign economic ties, also at the expense
of rapidly growing inter-Asian economic communication. Such is the
force of economic pragmatism dominating these countries that despite
all the above mentioned obstacles and enmity, they have developed
their economic cooperation and regional trade. On the other hand,
political and psychological problems are still quite serious and are
really hindering the organized execution of economic regionalism. |
presume that exactly for this reason, integration tendencies broke
through the geographical borders of the Northeast Asian sub-region
and came to the ASEAN+3 format. It’s indisputable, but it seems that
here we should avoid extreme optimism, so that later we will not
experience too serious a disappointment. In a December issue of
“Korea Point” in “Viewpoint,” an editorial begins with the following
words: “When the leaders of 13 East Asian nations agreed at a meeting
in Laos to hold the first East Asian summit in Kuala Lumpur next year,
they set in motion a historical process aimed at creating an East Asian
version of the European Union. Only several years ago, the concept of
an East Asian community was something unthinkable.”® The main
argument for such optimism was the same: The 13 nations in East Asia
have about 2 billion people, one-third of the world population, with a
combined GDP accounting for about 20 percent of the world’s aggre-
gate GDP. They also hold almost half of the total foreign exchange
reserves in the world. Yes, but the more countries and people, the
more problems. And when the magazine reproaches the government
of the Republic of Korea for weakening its initiatives on forming an
East Asian community due to its focus on the North Korean nuclear
and some other issues, it’s necessary to take into consideration the fact

31) Korea Now, December 11, 2004, p. 4.
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that without the solution of complicated political problems, no region-
al community will be strong. There is a long way to the model of the
European Union. In a word, in the “Asian economic pot,” the “soup”
of regional integration is cooking, but it is not yet clear what the final
product of this process will be. One thing is obvious: In any develop-
ment version, 21st century Asia will play an increasing role in the
world economy and politics in the multi-polar world that is materializ-
ing right before our eyes, in spite of the persistent skepticism of those
who advocate a simplified uni-polar world concept.

193
The North Korea Issue and
Japan’s Approach to
Multilateral Cooperation
Haruki Wada

the same time shares with neighboring regional countries com-
mon multilateral interests and apprehensions in relation to
North Korea.

Let us begin with the North Korea issue as a bilateral problem to
Japan. No country is closer to Japan than Korea, the neighbor with
which from ancient times it has enjoyed intimate exchanges. Yet today
it has relations with only one of the two Korean states, the Republic of
Korea, and not with the other state, the Democratic People’s Republic
of Korea.

Furthermore, the citizens of both present-day Koreas were made to
endure great suffering and harm under Japanese colonial rule. In the
August 1995 statement of Prime Minister Murayama, Japan did
express remorse and apology for the pain and harm done by colonial
rule, and in 1998 the governments of Japan and South Korea signed a
joint statement affirming the contents of the “Murayama statement.” It
remains for appropriate remorse and apology to be addressed to the
people living in the northern half of the peninsula.

The DPRK is a state that was ruled, from its foundation, by a former

J apan has bilateral tasks and problems with North Korea and at
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leader of the anti-Japanese partisan struggle in 1930s Manchuria, Kim
Il-sung. The fact that the fierce hatred between Kim Il-sung and the
Japanese “bandit suppression” forces became the very founding spirit
of the country makes it all the more important for the Japanese side to
express remorse and apology for the past if normalization of relations
is to occur.

Though the DPRK was born after liberation in 1945, these are not
just matters long past and of no relevance to today’s relationship with
Japan. Confrontation has been continuous ever since the 1930s. The
Korean War grew out of an attempt by North Korea to unify the coun-
try by force, an act defined by the United Nations Security Council as
aggression by North Korea. When the U.S. entered the war to assist
South Korea, Japan automatically became an important base for U.S.
military activities. Japan’s national railway, coastguard and Red Cross
all cooperated in the war on the U.S. side.

Japanese sailors led the 1st Marine Division to their Incheon landing
and minesweepers of the Japanese coastguard cleared the way for U.S.
forces to land at Wonsan. Throughout the war, U.S. B-29 bombers
from Yokota (near Tokyo) and Kadena (in Okinawa) flew ceaseless
bombing raids on the North Korean army, towns, dams and other
facilities.

Japan did provide this support only because, as a defeated and occu-
pied country, it was obliged to obey the orders of the occupation forces
unconditionally. Therefore though the Japanese people have no sense
or memory of having participated in this war, from a North Korean
viewpoint Japan was a belligerent country, providing full support to
the U.S. and South Korea.

For 52 years since cessation of hostilities, the ceasefire has persisted
without a peace treaty. U.S. bases are still in Japan, and Japan and
North Korea remain locked in confrontation. During this time, North
Korea engaged in irregular and unlawful activities in Japanese territo-
ry to gather intelligence on U.S. or Japanese Self Defense Force bases,
sending spy vessels and agents with false passports. Japanese people
were abducted in order, presumably, to secure passports for spies
being sent into South Korea. Strategic and hi-tech materials that could
not be legally imported into North Korea were brought in secretly, and
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the same routes were then used for sending back narcotics and stimu-
lants into Japan.

In the 1990s the development and deployment of Nodong missiles
and the suspicions over North Korean nuclear weapons development
plans heightened tensions between Japan and North Korea. The Japan-
ese people who suffered from the U.S. atomic bombs in 1945 can never
accept the appearance of a new nuclear-armed country among their
neighbors.

If Japan is to normalize relations with North Korea, it is important
for Japan to recognize the pain and suffering caused by its colonial
control over Korea and to apologize and compensate for it.

Normalization of relations will equally require both countries to put
an end to the irregular and hostile relations of the past half-century,
and for North Korea to admit to the illegal acts it committed during
this period, promise not to commit such acts in future, and set right
and make amends for the consequences of such acts. The third is to
lower the military tension between the two countries. The develop-
ment and deployment of weapons threatening the security of the
opposite side will have to stop. Fourth, both countries will need jointly
to strive to contribute to regional and global harmony.

In September 1990, 46 years after the end of colonial rule, negotia-
tions between Japan and North Korea began on these matters. The
Japanese government knocked on North Korea’s door, expressing
remorse over past colonial rule, and a mission was sent to Pyongyang
consisting of Kanemaru Shin (Liberal Democratic Party, or LDP) and
Tanabe Makoto (Japan Socialist Party or JSP) bearing a personal letter
from Prime Minister Takeshita Noboru. A three party (LDP, JSP, and
Workers Party of Korea) declaration on normalization was adopted,
expressing a Japanese apology and desire to compensate for the mis-
ery and misfortune caused by 36 years of Japanese colonial rule since
then, and a readiness to open diplomatic relations.

Japan-North Korea negotiations on normalization then opened in
January 1991 and continued until May 1992 when they broke down
following the 8th round. The problem of Lee Eun-hye, an abducted
Japanese woman who was said to teach Kim Hyon-hee, a North Kore-
an agent connected with the KAL Incident of 1987, and suspicions
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over the North Korean nuclear program combined to block any
progress.

In April 2000, negotiations reopened after a hiatus of eight years.
The question of abductions came up in the 9th round, however, and
the talks were broken off again after the 11th round.

On Sept. 17, 2002, Prime Minister Koizumi suddenly visited
Pyongyang. The Japan-North Korea Pyongyang declaration was
adopted. This was the result of long, secret negotiations which were
carried out by Tanaka Hitoshi, head of the Japanese Foreign Ministry’s
Asia-Pacific Bureau, and a “Mr. X,” someone in North Korea who
enjoyed the confidence of Chairman Kim Jong-il. The people privy to
these negotiations was very few and even Deputy Chief Cabinet Secre-
tary Abe Shinzo, who favored a hard line on the abduction issue, was
not informed.

The September summit meeting between the Japanese and North
Korean leaders was short, but dramatic. The two leaders agreed to
“make every possible effort for an early normalization of relations.” In
the Pyongyang declaration Koizumi expressed “deep remorse and
heartfelt apology” for “the tremendous damage and suffering” inflict-
ed on the people of Korea during the colonial era, and promised to
provide economic cooperation after normalization with the DPRK
side. The two countries agreed to mutually waive all of their property
and claims and those of their nationals, which had arisen from causes
that occurred before August 15, 1945. On the other hand, Kim Jong-il
admitted to the abductions of 13 Japanese between 1977 and 1982 and
for the dispatch of spy ships into Japanese waters.

Hitherto the abductions were the problem of suspicions. The Japan-
ese government had officially recognized the seven cases of such sus-
pected crimes, the victims of which were 10 persons. Now the North
Korean government admitted that it abducted nine persons, excluding
one, and that it abducted three persons who were believed to be taken
to North Korea by the hijackers of the JAL plane “Yodo,” and finally
that it abducted Soga Hitomi, whose case had not been known in
Japan before. Out of these 13, North Koreans stated that five survived
and eight died.

It was natural that this information gave great shock and deep

The North Korea Issue and Japan's Approach to Multilateral Cooperation 197

anguish to the families of the abducted victims. Seeing their sorrow,
the Japanese people showed keen sympathy to them and resented
North Korea anew, far more vehemently than before. Even in this situ-
ation, it was possible and yet necessary to go ahead on the road of rea-
sonable diplomacy, appeasing the pains and coaxing away victim fam-
ilies’ anger. But among the leaders of the National Association for the
Rescue of Japanese Abducted by North Korea (Sukuukai), there were
some radicals. For example, Sato Katsumi, chairman of this associa-
tion, was saying openly that “as long as the Kim Jong-il regime exists,
it is difficult to solve the abduction problem” and that “the overthrow
of the Kim Jong-il regime is the absolutely necessary condition of the
solution of the abduction problem.” Certainly it is not to be expected
that the Kim Jong-il government will make the truth of the abduction
cases clear fully. Therefore Sato’s argument might be feasible, depend-
ing on the content of the solution that is to be defined. But if the initial
aim was set up as the normalization of our relations with the DPRK,
headed by Kim Jong-il, we cannot seek the overthrow of the Kim
Jong-il regime, and if we seek it, the normalization of our relations will
become impossible.

After the summit, five people who Pyongyang said were the sur-
vivors of the 13 originally abducted returned to Japan. Their return
was promised to be temporary, as their children remained in North
Korea. But when they returned, their parents and sisters wished that
they would stay in Japan.

The Japanese government decided to let the five people remain in
Japan, and demanded the handover of their children. And it stated
further that as long as the schedule of the return of the five abductees’
children was unclear, further negotiations for the normalization of
relations between the countries are not possible. The North Korean
side stated that this is a violation of the promise between two countries
and demanded the return of 5 persons to Pyongyang. The negotiation
came to a deadlock.

From his powerful position within the government, Abe took the
view that North Korea would be forced by poverty and desperation to
accept Japan’s terms. “In Japan,” he said on Nov. 14, “there is food and
there is oil, and since North Korea cannot survive the winter without
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them, it will crack before too long.” However, it did not crack and
instead a prolonged stalemate, lasting not one but two winters, fol-
lowed.

In Japan a newly formed “Council for Investigation and Help for
Specially Designated Missing Persons” undertook to list missing per-
sons from throughout the country and take up the cases of those
whose circumstances of disappearance made it seem they might have
been abducted, and a “Bill to Partially Amend the Foreign Exchange
Law and the Foreign Trade Law,” designed to prepare the legal
grounds for imposing economic sanctions by putting a stop to trade
and to the remission of funds to North Korea, was jointly presented to
the Diet by LDP and DJP (Democratic Party of Japan) members and
passed into law during February 2004.

But behind the scenes negotiations with North Korea were under-
taken by Hirasawa Katsuei, general secretary of the Diet members
league. In April 2004, Yamazaki Taku, a close associate of the prime
minister and former LDP Diet member, went with Hirasawa to Dalian
for further talks, which paved the way for Koizumi’s second visit to
Pyongyang. On May 22, 2004 Koizumi visited Pyongyang, met with
Kim Jong-il and brought the negotiations between the two countries
back on track. The prime minister was thereby assuming responsibility
and taking steps necessary to restore confidence in order to reopen
normalization negotiations. In announcing the prime minister’s visit to
North Korea, Chief Cabinet Secretary Hosoda Hiroyuki explained
clearly that it was intended to “restore trust between Japan and North
Korea.” Koizumi himself explained the purpose of his visit as he
departed for Pyongyang on May 22: “[I]t is in the national interest of
both countries to normalize the current abnormal Japan-North Korea
relationship, to turn a hostile relationship into a friendly relationship,
confrontation to cooperation.”

In Pyongyang, Koizumi reaffirmed his desire for the establishment
of diplomatic relations and promised that, so long as the Pyongyang
declaration was adhered to sanctions would not be implemented. He
reopened humanitarian aid, promised 250,000 tons in food aid and $
10 million worth of medical supplies, and also promised to address the
question of discrimination against Korean-in-Japan residents. In
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response, the North Korean side agreed to consider the five returned
abductees as permanently returned (rather than “temporarily
returned”), to allow their children to leave the country with Koizumi,
to allow Charles Jenkins and the two children of Jenkins and Soga Hit-
omi to meet with Soga in a third country, and to reopen a “sincere
reinvestigation” into the eight whose whereabouts were uncertain.
Both sides agreed to return to the basic principles of the Pyongyang
Declaration and renew constructive negotiations.

Soga Hitomi was originally to have met her family again in Beijing
but, when the Japanese side proposed changing the venue to Indone-
sia, North Korea accepted, allowing Soga’s husband, Charles Jenkins,
and their two daughters to go to Indonesia and then to proceed from
there to Japan. Once in Japan, Jenkins reported to the U.S. army and
after being debriefed in detail about his experiences in North Korea,
was subjected to the formality of a court-martial and in due course
released. At a press conference he said that his life in North Korea had
been the “life of a dog.”

At this point, all conditions which were laid for the resumption of
normalization talks were cleared, but the outcome of the “sincere rein-
vestigation” into the eight other abductees was stralled. This North
Korean report was presented at a meeting at the bureau chief level of
the respective foreign ministries in Pyongyang in November. Yabuna-
ka, returning to Japan, reported the North Korean response that the
eight were dead and that no substantial record of their death proved to
be available and that the entry of Soga Hitomi’s mother and Kume
Yutaka into North Korea was not established. Only a few documents
were provided and some persons connected with the cases were inter-
viewed, most important being Kim Chol-jun, the husband of Yokota
Megumi. Since he worked for a North Korean “special agency,” Kim
Chol-jun declined to be photographed or videotaped, and he handed
over to them remains that he said were those of his wife, which he said
he had dug up after initial burial, cremated and then kept.

When the Japanese delegation returned and it was learned that there
was no change in the North Korean position that all eight were dead,
the Japanese side had to decide its attitude toward this result. There is
no doubt that this result could not satisfy the Japanese people. But if
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no other result proved to be available from the North Korean govern-
ment for the time being, to reject this result was to reject the Kim
Jong-il government and to close the negotiation table. But the families
association angrily demanded sanctions, saying that the investigation
had not been conducted sincerely, and the Japanese government was
obliged to follow them without strategic consideration.

On Dec. 8 the Japanese government’s report on the remains was
published. The National Research Institute of Police Science had been
unable to produce a result but the investigation carried out by the
medical department of Teikyo University, which has a high reputation
in the field of DNA analysis, found that the remains were not those of
Yokota Megumi but the mixed remains of two unrelated people. At
this, the Japanese government protested strongly to North Korea and
froze the dispatch of any further grain as humanitarian aid.

On Dec. 24, the Japanese government published the results of its
study of the materials brought back from the meeting in Pyongyang. It
concluded that there was “absolutely no evidence” to support the
North Korean side’s claim that eight had died and two had not entered
the country. It therefore took the view that there was the “possibility
that they were still alive,” and demanded their immediate return. This
meant that the government had now adopted the reasoning of the
national movement (Rescue Association, Families Association and
Dietmembers League). Now there was no room for negotiations.

North Korea’s formal response was given on Jan. 24 in the form of a
North Korea Central News Agency “memorandum.” On the problem-
atic remains, it stressed the fact that the Police Institute and Teikyo
University analyses had come to different conclusions and argued that
it was unscientific and improper to place absolute weight on one con-
clusion only. Secondly, it raised a question about the analytical level of
Teikyo University, arguing that since human remains in North Korea
are cremated at 1200 degrees centigrade, it was “common sense” that
DNA analysis could not produce any result, and that the findings of
the Teikyo University study were problematic. Third, it raised special-
ist doubts about the Teikyo University findings. Fourth, it protested
that the names of the analysts were not attached to the expert opinion.
The memorandum’s conclusion — that the outcome of the analysis
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was “a fabrication by corrupt elements” — was a sudden jump in
logic, yet Pyongyang had clearly raised doubts over the outcome of
the Japanese analysis. Later the English authoritative scientific maga-
zine “Nature” intervened by publishing an interview with Doctor
Yoshii Tomio, who studied the remains and raised doubts about
Yoshii’s result.

Thus, the abduction problem, which should have sought for a solu-
tion in the process of negotiation talks, blocked the way for negotia-
tions for the third time, completely. It can be said that the abduction
problem pushed away all other problems, including the nuclear issue.

The nuclear issue is our common concern in relation to North Korea,
Japan shares with neighboring regional countries multilateral interests
and apprehensions about the North Korean nuclear weapon program.
And as long as the Japanese people with Korean residents suffered
from atomic bombs in 1945, to solve the nuclear issue of North Korea
belongs to the sincere hope and responsibility of the Japanese.

In the Pyongyang declaration we see the following passage:

“Both sides confirmed that, for an overall resolution of the nuclear
issues on the Korean Peninsula, they would comply with all related
international agreements. Both sides also confirmed the necessity of
resolving security problems including nuclear and missile issues by
promoting dialogues among countries concerned. The DPRK side
expressed its intention that, pursuant to the spirit of this Declaration, it
would further maintain the moratorium on missile launching in and
after 2003.”

But on Feb. 10, 2005 the North Korean foreign ministry issued a
statement where the production of nuclear weapons and the increase
of nuclear arsenal was declared. The strange expression, “the increase
of nuclear arsenal,” simply meant the increase of nuclear weapons.
This was bluntly explained to us by Mr. Pak Hyon-zye, deputy direc-
tor of the Institute of Peace and Disarmament. If this declaration is
true, it is a violation of the South-North Declaration of Nuclear Disar-
mament and US-DPRK agreement and logically it violates the
Pyongyang declaration. Owing to the abduction problem, our normal-
ization talks are suspended. Therefore Japan has no direct channel to
persuade the DPRK or to protest to the DPRK.
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The six-party talks are the basic form dedicated to solve the nuclear
issue of North Korea. The six-party talks began in Beijing in August of
2003. Prime Minister Koizumi talked with Chairman Kim Jong-il about
this form during his first visit to Pyongyang in September 2002. But
when the six-party talks began, after North Korea withdrew from the
Nuclear Non-Proliferation Treaty, Japan urged the participating coun-
tries to include the abduction issue on the conference talks agenda, but
naturally without success.

Now in Japan there are strong voices demanding economic sanc-
tions on North Korea. These demands are based on the abduction
problem. But the specialists unanimously resisted the idea of such
sanctions. They believed that if a sanction is available, this should be
used only to solve the nuclear issue. On the other hand, such special-
ists on the North Korean economy as Professor Komaki Teruo pointed
out that economic sanctions do not work because of decreasing our
economic relations with North Korea. Japanese trade with North
Korea amounted approximately to 120 billion yen in 1980. It fell to 27
billion yen, almost to one-fifth in 2004. Then Japan has no effective
means for economic pressure on North Korea.

The six-party talks should be resumed with North Korean represen-
tatives joining. In order to persuade North Korea effectively with pres-
sure, it is necessary for Japan to resume Japan-DPRK negotiations for
normalization and to say that if the nuclear issue is solved Japan can
go ahead in establishing diplomatic relations and providing economic
cooperation. For this purpose Japan should have a new strategy for
tackling the abduction problem.

This April when | visited Pyongyang to meet Mr. Song Il-ho, deputy
director of the Asian department of the North Korean foreign ministry,
a key person of the Japan-DPRK negotiation, he said that colonial rule
and abduction are the phenomena of the 20th century and criticized
the Japanese government for separating colonial rule and abduction as
a problem of the past and the other as one of the present. Both colonial
rule and abduction are the problems of the past and the present. Con-
trary to this, the nuclear problem is a problem of the present and the
future. To stop the North Korean nuclear weapons program is a para-
mount task for us, so far incomparable with the abduction problem in
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its effect and significance. The Japanese government and people
should find a way to stare at their own problem straightly and to solve
it.
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China and Northeast Asian
Regional Security Cooperation

Xintian Yu

I. China’s Efforts for Regional Stability

East Asia is a complex area rare in the world, especially in terms of
security. After the Cold War, only East Asia maintains divisions inher-
ited from the Cold War, i.e. ROK and DPRK, as well as China’s main-
land and Taiwan. During the Cold War, the confrontation between the
two camps respectively headed by the U.S. and the USSR resulted in
two major wars in East Asia, the Korean War and the Vietnam War.
With the collapse of the USSR, the U.S., the sole remaining superpow-
er, still maintains its military hegemony status in East Asia via bilateral
military cooperation with its military allies in East Asia. If there is only
dominance by one big power, it will be needless to talk about any
regional security®. Furthermore, East Asia is such a vast area, with so
many countries, that a lot of disputes in terms of territory and territori-
al waters remain unsettled, the economy of each country develops
unevenly, and there are wide divergences in nationalities, religions

1 Barry Buzan and Ole Waever, Regional Power: the Structure of International Security,
Cambridge: Cambridge Univ. Press, 2003, p. 46, pp. 61-63.
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and cultures. Therefore, people believe that regional integration in East
Asia is very difficult, let alone regional security.

China is a big power in East Asia, with the most neighboring coun-
tries in the world. On the one hand, this situation causes great chal-
lenges to China’s security; but on the other hand, because it borders
Northeast Asia, Southeast Asia, South Asia and Central Asia, China
also has the opportunity to promote regional security and peace.
China, having seized the opportunity, advocates a new concept of
security based on equality, mutual benefits, consultation and coopera-
tion; considering comprehensive security and cooperative security;
making efforts to resolve regional hot issues, lowering regional ten-
sions; as well as searching for peaceful ways to solve problems under
the condition that a complete regional security framework has yet to
be established.

The first problem | want to touch upon is the North Korean nuclear
issue. China, having made great efforts and sponsored three rounds of
six-party talks, defused the explosive and intense situation and guided
it onto a track of peaceful dialogue. For the time being, the
fourth-round talks have met some difficulties and have yet to be held.
But that does not indicate the failure of six-party talks. In fact, the pos-
sibility of continuing the six-party talks and solving the North Korean
nuclear issue is still alive. The reasons are as follows:

First of all, the U.S. is now focused on Irag’s reconstruction, the Mid-
dle East issue and the counter-terrorism issue. Objectively speaking,
there are no realistic conditions for the US to adopt military means to
solve the North Korean nuclear issue. It is hard for the US to get
domestic support for military action against North Korea unless the
DPRK, like other international terrorist organizations, exports nuclear
materials or facilities. Second, the DPRK is neither Iraq nor Libya. No
matter how tough the American military is, the Pentagon can offer no
speedy and effective plan. Third, to return to the negotiation table is
the only way out for the DPRK to get security guarantees, economic
aid and normal relations with the U.S. and Japan. The reelection of
Bush means the DPRK’s illusion of America’s “regime change” evapo-
rated, and the six-party talks have become the DPRK’s best choice.
Fourth, if the DPRK refuses to come back to the six-party talks, it
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would not only face the danger of being isolated in the international
community but also lend an excuse to American domestic hawks to
adopt an even harsher policy toward it, including a draft to the UN, an
economic boycott and so on. Fifth, viewed from the domestic political
needs and the so-called *“succession” problem Kim Jong-il is consider-
ing now, the DPRK could get the best results only through negotiation.

China believes that non-nuclearization and maintenance of peace
and stability on the Korean Peninsula is not only in line with China’s
interests but also in line with each country’s interests. Therefore, it is
necessary to spare no efforts to promote the six-party talks. China is
persuading the U.S. not to give wrong signals and seek for negotia-
tions, as well as persuading the DPRK to be aware of the situation and
come back to the table. China will also keep close contacts with other
parties and promote the issue to be settled in a positive way.

The second one is the Taiwan issue. Regional countries, even the
whole international community, are all very much worrying about the
cross-strait situation. Since economic relations have deepened daily
across the strait, the Taiwan authorities, very much worried about the
situation, have put forward “one side, one state,” “referendum” and
“constitutional changes,” and have encouraged the trend of “indepen-
dence.” The mainland government is well aware that what the Taiwan
authorities are doing damages not only China’s core interests but also
affects the whole region’s peace, stability and prosperity. Hence, to
restrain “Taiwan independence” has become the focal point in terms
of the mainland’s policy toward Taiwan.

Up to now, in my understanding, the mainland’s policy has four
aspects. First, to work hand in hand with the international community
to restrain “Taiwan independence.” | am grateful to the U.S., Japan,
ASEAN and European countries for their condemnation of the trend
of “Taiwan independence” and support of the stability of the East
Asian situation. Second, it is to restrain “independence” by law. China
is now building itself into a country under the rule of law, and it is
necessary to restrain “independence” by law. The “Anti-Secession
Law” does not only imply the conditions to employ “non-peaceful
means” but also includes a legal guarantee to promote political, eco-
nomic, social and cultural communications across the strait. Third, it is
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to stop “independence” by force. China’s goal is peaceful development
and peaceful reunification. The armed forces are employed to deter the
force of “Taiwan independence,” stopping it from making any reckless
move. Fourth, it is to win over the Taiwanese people and promote
people-to-people communication, understanding and identification
across the strait.

With a sincere, pragmatic and flexible manner, Hu Jintao, general
secretary of the CCP, invited Lian Zhan, chairman of the TMT and
Song Chuyu, chairman of the PFP, to visit the mainland, which is a
step with historical significance. When meeting with Lian Zhan, Hu
Jintao put forward four points. The first point is to build political
mutual trust and mutual respect, to seek common ground while
reserving differences, and to realize peaceful and stable development
across the strait. The second is to improve economic exchanges and
cooperation across the strait, mutual benefits and joint development.
The third is to consult in an equal manner, improve communication
and expand common understanding. The fourth is to encourage peo-
ple-to-people exchanges across the strait, increase mutual under-
standing and promote interactions and affection among family mem-
bers. He also said, as long as within the framework of “two sides,
one China,” we welcome any party or person’s visit and dialogue, no
matter whatever party it is or whatever he has said in the past. Hu
and the Central Committee also offered the Taiwanese people very
specific kindnesses, such as a special preferential policy regarding
Taiwanese fruits and produce coming into the mainland, three direct
links across the strait, promotion of tours for the Taiwanese people in
the mainland, giving a panda as a gift and so on. At present, the Tai-
wan authorities, being thrown into confusion, are neither unwilling
nor have the courage to accept these kindhearted measures, with
even the panda being regarded as a tool for “united-front tactics.”
Nevertheless, the exchanges, peace, stability and prosperity across
the strait have become the grand trend. Of course, it needs a
long-term process, but China’s efforts have been highly valued by
the international community.

What should still be pointed out is that China has solved the land
border issues with all neighboring countries except India and has
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reached some principles concerning the border with India. China has
maintained fine relations with all regional countries. Even though dis-
putes about territorial waters or some islands remain, China still main-
tains to deal with them through peaceful means. For disputes that can-
not be settled for the time being, China maintains to put them aside
and begin joint development first. China, the Philippines and Vietnam
have already begun joint exploration of resources in the South China
Sea. If more countries want to join, they are also welcome.

I1. China’s Active Participation in the Construction of
a Regional Security Institution

In recent years, cooperation and integration in East Asia have con-
tinued constantly, each country has paid more attention to security,
and China has actively participated in regional security cooperation
and made great efforts to promote the construction of a security insti-
tution.

The six-party talks are of great significance in terms of an East Asian
security institution. In comparison with Southeast Asia, the security
institution in Northeast Asia is relatively weak, and its construction
has more difficulties. Northeast Asia is a region where the big powers
get together. During the Cold War period, it was completely impossi-
ble for the big powers to coordinate with each other, while now, for
the first time, the big powers are able to begin coordination due to the
North Korean nuclear issue. Meanwhile, the present six-party talks do
not mean that the small powers’ destiny will be decided by the big
powers, unlike the unanimous decisions of European big powers. All
six countries, no matter whether they are small or big, enjoy equality
and respect, jointly deal with the security issue and make new
progress on the issue. Jack Prichard, former director of Asian affairs of
the American National Security Council, the president’s special assis-
tant on Asia security affairs and special envoy on the North Korean
nuclear issue of the State Council, recently pointed out that the
six-party talks have brought a kind of opportunity to construct a rela-
tively formal organizational framework for multilateral cooperation. If
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the U.S. simply wanted to solve the North Korean issue only, it might
miss the opportunity. He also pointed out particularly that since
March 2003, China has begun her frequent shuttle of diplomatic activi-
ties, first for the three-party talks and then for the six-party talks, open-
ing a consistent dialogue for all countries concerned.? What | still want
to point out is that the working group mechanism of the six-party talks
could further be expanded, playing the role of a special issue council.
Even before North Korea participates in the negotiations, the other five
parties might carry out dialogue and consultations on regional securi-
ty issues. This framework also provides an opportunity for
China-US-Japan, China-Japan-Korea, China-Russia-US to carry out
bilateral, trilateral or quadrilateral consultations concerning any secu-
rity issues. The present problem is how to make full use of the frame-
work to promote the institution to be more institutionalized and regu-
larized, finding out the principles, means and ways suitable for North-
east Asian security cooperation. Anyway, we must reverse the situa-
tion lacking security in Northeast Asia. Otherwise, peace, stability and
prosperity could not be ensured in East Asia.

Regional awareness in the whole of East Asia is rising. Several paral-
lel 10+1 and 10+3 are developing in a healthy way. Although 10+1 and
10+3 are aiming at the construction of FTAs, the implication is in no
sense restricted to trade and investment. The elite of East Asia all agree
that the East Asian Community to be constructed is not only an eco-
nomic one but also a political one, a social one and a cultural one.
China has undergone a process from participating in regional econom-
ic organizations to regional security organizations, while becoming an
important supporter and promoter of regional security cooperation.
China has joined the “Southeast Asian Friendly Cooperative Pact,”
demonstrating that its rise is for peace, by peace and beneficial to
peace. China also actively supports the assumption of an “East Asian
Community.” A specific signal is the forthcoming East Asian Summit
to be held in Malaysia this year. Of course, it will take a rather long

2Jack Prichard, “Beyond Six-Party Talks: An Opportunity to Set up North Pacific
Multilateral Cooperation Framework,” The World Economy and Politics, No.1,
2005.
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time to materialize the East Asian Community, but it has reached the
crucial moment of its development.

China’s enthusiasm for an East Asian security community comes
from the view of security threats and a reexamination of national inter-
ests. The Chinese government has recognized that non-traditional
threats are rising today and may possibly mix with traditional threats,
so that no individual country could deal with it. We must work hand-
in hand with the international community. Since the mid-1990s, China
has suffered a series of strikes, such as the East Asian financial crisis,
SARS, floods and other natural disaster, the bird flu and so on. In the
process of jointly dealing with these challenges, China has shared weal
and woe and deepened emotional ties with East Asian countries, real-
izing that China and East Asian countries possess common interests
and should cooperate to preserve national interests. At the same time,
in the process of regional security cooperation, the establishment of a
cooperative network with multi-fields, multi-levels and multi-entities
has emerged step-by-step. Cooperation in the security field does not
only mean that of the military department or that of government
departments but also includes that of civilians and non-government
organizations. As the second track began to develop, the network
between civilians and society was established, and with cultural and
social exchanges, regional identification has improved as well. The
“ASEAN model” then becomes the “East Asia model,” with the fea-
tures as follows: comprehensive definition of security; consultant and
common understanding rather than the establishment of hegemony or
an alliance; loose rather than very tight organization and institution;
open (tolerant) rather than enclosed (exclusive) membership and so
on. These features are very much criticized by outsiders, but the secu-
rity cooperation characteristics in East Asia are suitable to the peculiar-
ities of the region, and neglect of them might cause negative impact in
terms of regional cooperation.

In East Asian security cooperation, the one of China-Japan-Korea is
critical concerning East Asian stability. In the joint declaration on trilat-
eral cooperation by China-Japan-Korea, it referred to cooperation such
as preventing MDW and its carrier from expanding, enforcement of
disarmament, denuclearization of the Korean Peninsula, counter-ter-
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rorism, fighting trans-national crimes, countering pirates and so on.
While in promotion of economic cooperation, it also covers a series of
non-traditional security cooperation, such as financial cooperation,
energy cooperation, environmental cooperation and so on. Since
Northeast Asia has just come into the stage of considering regional
security cooperation, the mutual trust mechanism has yet to start
based on an orderly and gradual way and from an easy one to a diffi-
cult one. | think, the most urgent and relatively easy thing to do is to
establish an energy cooperation mechanism first. China, Japan and
Korea are all big energy importers. If an energy cooperation council
could be set up, it would be possible to bargain on oil prices with those
oil exporters in the Middle East. (Currently, the price of oil per barrel
sold to East Asia is $2 more expensive than to Europe and the U.S.) Oil
supply, oil process and oil transportation could also improve. China,
Japan and Korea are all making great efforts to realize multiple chan-
nels of energy supply and, if united, might reduce malignant competi-
tion and have a win-win-win situation.

China, Japan and Korea also depend on the same international
waterway to import energy and resources. As this international water-
way is both long and full of dangers, two-thirds of international
pirates’ activities are dynamically focused here. China, Japan and
Korea are all victims of those pirates’ activities. If the navy and armed
police of the three countries could jointly go on patrol and fight these
pirates and trans-national crimes, it would be beneficial to each of the
three countries’ national interests. More importantly, such cooperation
would reduce suspicion and improve trust, and while in the process of
cooperation, we could search for ways leading to the establishment of
an institution suitable to each side.

I1l. Some Problems Concerning the Promotion of
East Asian Security Cooperation

The U.S. has important interests and influence in East Asia, which
was shaped by history, as well as objective reality. In terms of security,
the U.S. provides a “balance of power,” mainly via military alliances
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and cooperation. ASEAN, through ARF, also reached a balance of
power between ASEAN and the big powers. The present East Asian
security is a combination of two “balances of power,” which is a
“weak security institution.” After the Cold War, the US and Japan
once suggested that the US-Japan security alliance be a regional securi-
ty guarantee rather than an arrangement concerned with defending
Japan. With the efforts of the Korean government, great changes have
taken place in the US-Korea military alliance. Korea has carried out a
balanced reform between the U.S. and Asia, which has a very positive
role in terms of the establishment of East Asian security cooperation. If
the US-Japan security alliance is going to play the role of a regional
security institution, its target should be changed, as well as its covered
area and contacts. The recent “2+2” conference mentioned having dia-
logue and contact with China, which is positive, but bringing Taiwan
into its covered area, which is negative. China would like to have dia-
logue and contacts with the US-Japan and the US-Korea alliances and
carry out cooperation based on maintaining regional common inter-
ests.

Another view should also be changed. That is the view of regarding
the modernization of the Chinese People’s Liberation Army as a
threat. Recently, a report by the U.S. Rand Company pointed out the
modernization of the Chinese People’s Liberation Army is lagging sev-
eral decades behind that of the U.S. and Japan. If China’s military
modernization continues to lag behind this way, it would be a disad-
vantageous factor for regional security cooperation. For instance,
although China offered aid to the victims when the tsunami happened,
the actual aid was affected due to our lack of naval vessels for trans-
portation. No matter whether it is for counter-terrorism, international
crimes or pirates, no matter whether it is for maintaining the security
of the international waterway or obviating disaster, we do need a
modernized military force.

Geographically speaking, Korea is located in the center of the Kore-
an Peninsula. Strategically speaking, Korea could play the peculiar
pivot role in Northeast Asian security cooperation. Korea could serve
as a bridge both between the U.S. and China and between Japan and
China. In fact, China could learn from the way Korea deals with
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Japan’s history issues and co-writes history textbooks with Japan. Both
China and Korea are neighboring countries maintaining a normal rela-
tionship with the DPRK, persevering in searching for peaceful means
to handle the North Korean nuclear issue. Thus it is completely neces-
sary for China and Korea to maintain much closer consultations with
each other.

Since there exist certain problems between China and Japan, funda-
mentally speaking, both countries have not been well prepared in
terms of how to coexist. This needs time. Therefore, Korea should and
could play the guiding role in Northeast Asian security cooperation.
Of course, China, Japan and other countries should also actively pro-
mote the establishment of a new cooperative institution. So long as it is
beneficial to the regional security cooperation, no matter who puts it
forward, the others should offer their support.

In order to change the present weak security institution situation in
East Asia, on the one hand, we should enhance the institutional
arrangement. On the other hand, we should enhance the construction
of trust and identification. In international relations, trust is “social
assets which could change conduct. Trust could change identification
and reinforce regulation. Without mutual trust and regional identifica-
tion, no institution could be materialized no matter how fine it is.
There still exists suspicion and distrust between China and Korea,
such as suspicions of different ideologies and social systems, worry
about China’s rise, fear of the means of reunification, the direction
after reunification and so on. China and Korea should eliminate these
misunderstandings in bilateral relations and regional security coopera-
tion, reinforce trust and support each other’s peaceful rise and peace-
ful reunification. Either country’s peaceful rise or peaceful unification
not only depends on its own desire but also on the acceptance and
support of its neighboring countries, the region and the international
community. Finally, we should establish a powerful security institu-
tion in East Asia or a collective security in an East Asian regional secu-
rity community, which is our inevitable choice and long-term goal, as
well as the ideal destination.
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East Asian Community-Building
and ROK’s Northeast Asian
Cooperation Initiative

Chung-in Moon

l. Introduction

Since the successful launching of the European Union in 1991,
regional integration and community-building have become new fads
in international discourses and policy. It has not only facilitated the
creation of regional preferential trading arrangements such as the
North American Free Trade Area (NAFTA) and the ASEAN Free
Trade Area (AFTA), but also triggered the proliferation of bilateral
FTAs all over the world.

The rise of regional and bilateral economic cooperation can be seen
as a response to the forces of globalization. Globalization can be
defined as the process of economic interdependence and integration
through market forces that have resulted from the development of
technology and world capitalism. Global diffusion of production
achieved by multinational corporations, integration of movements of
factors of production, transnational networks of financial transactions
and equity capital, as well as the expansion of international trade —all
of which underscore the empirical dimensions of spontaneous global-
ization' — have not always been gentle, beneficial and welfare-maxi-
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mizing. On the contrary, spontaneous globalization has entailed new
constraints, challenges and penetrating traumas for most countries. It
can jeopardize precious national values such as democracy, economic
security, social stability and welfare, and state sovereignty.? Since
spontaneous globalization can be seen to threaten national economies
variously, no country will remain passive in the face of globalizing
forces but rather, will attempt to minimize the costs while maximizing
the benefits. It is in this context that regional economic cooperation has
emerged as one of the viable options to cope with the challenges of
globalization. East Asia is no exception to this general trend.

Against the backdrop of this observation, this article not only aims at
examining the evolving nature of community-building efforts in East
Asia, but also attempts to look into the Republic of Korea (ROK)’s
strategy by paying attention to its Northeast Asian Cooperation Initia-
tive. Finally, the article generates some policy implications for
Japan-Korea cooperation in building an East Asian community.

Il. Geo-economic Changes and
East Asian Community

1. Genesis of East Asian Community

From a historical point of view, the East Asian community is not a
new concept. The China-centered tributary system was responsible for
the creation of a regional economic order of mutual gain that facilitat-
ed relatively dense formal or informal trade networks until the

1 Chung-in Moon and Han-kyu Park, “Globalization and Regionalization,” in
Inoguchi Takashi and Purnendra Jain, eds., Japanese Foreign Policy Today (New
York: Palgrave, 2000), p. 66.

2 Chung-in Moon, “In the Shadow of Broken Cheers: The Dynamics of Globaliza-
tion in South Korea,” in Aseem Prakash and Jeffrey Hart, eds., Responding to Glob-
alization (New York: Routledge, 2000), p. 67. See also James H. Mittelman, ed.,
Globalization: Critical Reflection (Boulder: Lynne Rienner, 1996); Dani Rodrik,
‘Trade, social insurance, and the limits to globalization,” NBER Working Paper, No.
5905 (1997).
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mid-19th century. Japan’s economic expansion in the name of the
Greater East Asian Co-Prosperity Sphere was also predicated on the
formation of the greater East Asian community. However, its
end-result was the expansion of colonial Japan and the outbreak of the
Pacific War. It is the collective memory of the historical past that
shaped an East Asian vision of community building in the region.

However, forces of globalization and newly emerging patterns of a
bloc economy in the late 1980s heightened East Asia’s interests in
regional cooperation and integration. The first initiative for a formal
East Asian regional institution came from Malaysia. In 1990, Prime
Minister Mahathir Mohamad proposed forming an East Asian Eco-
nomic Group, which was quickly renamed the East Asian Economic
Caucus (EAEC). What this group was to accomplish was never speci-
fied, although the shift in terminology from “Group” to “Caucus” was
apparently intended to allay concerns outside the region that the
group would become an exclusive trade bloc based on closed regional-
ism.

Mahathir’s proposal had a distinct anti-Western slant, and the EAEC
came on the heels of Singapore and Malaysia’s promotion of “Asian
values.””® Behind Mahathir’s proposal also lied Japan’s economic
dynamism as well as its newly emerging anti-American sentiments, a
by-product of growing trade conflicts and its new international status
backed up by economic power. In fact, the Plaza Accord of 1985 and
subsequently a sharp appreciation of the Japanese Yen was responsi-
ble for transforming East Asian nations’ perception of Japan’s econom-
ic power. Past colonial domination notwithstanding, Southeast Asian
nations attempted to join the Japan bandwagon in order to maximize
their economic benefits. Equally critical was the advent of the Euro-
pean Union and active discussion on the formation of NAFTA.

But Mahathir’s proposal never materialized. He was counting on
Japan, but Japan was short of taking leadership in this new regional
venture. Pressures from the United States mattered. The Japanese gov-
ernment was well aware that its active leadership in the EAEC could

3 Edward J. Lincoln, East Asian Economic Regionalism (Washington, D.C.: The Brook-
ings Institution, 2004), p. 155.
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jeopardize its relationship with the United States. Along with this,
South Korea and other countries in the region were rather reluctant to
the idea of forming a Yen bloc under Japan’s leadership. In the end,
the EAEG proposal was aborted, simply remaining as an idea.

2. East Asian Community and ASEAN plus Three

Although the concept of the East Asian Economic Caucus failed to
materialize as Prime Minister Mahathir envisioned in the early 1990s,
it resurfaced in the late 1990s in the form of the ASEAN+3 dialogue.
The ASEAN+3 proposal was first discussed in the mid-1990s.* The
governments involved in the group of ASEAN initially met in advance
of the inaugural ASEM. European countries could coordinate their
participation relatively easily through the EU, but Asian counterparts
lacked such an institutional arrangement and had to organize a meet-
ing to coordinate their views before the ASEM gathering. It is in this
context that ASEAN asked Japan, South Korea and China to partic-
ipate in the preliminary consultative meeting, which took place in the
second half of 1995. The ministerial meeting was later supplemented
by a summit meeting in Kuala Lumpur on the occasion of the annual
ASEAN leaders’ meeting in December 1997. After a second
leaders’meeting a year later, the group agreed to make the dialogue an
annual affair. Since 1999, the scope of the dialogue has expanded to
include separate ministerial meetings under the rubric of ASEAN+3
rather than simply as preparation sessions for the ASEM meeting.

Another stimulus for the formation of ASEAN+3 stems from
APEC'’s internal conflicts over trade liberalization. As APEC engaged
in more concrete discussions over the scope and depth of trade liberal-
ization as a pretext for the creation of a free trade area, it was subject to
a new pattern of polarization. Whereas most East Asian member states
found themselves on one side, the United States and other

4 Tran Van Hoa, “Globalisation, Crises and the Emergence of New Asian Regional-
ism: Genesis and Current Development,” in Tran Van Hoa and Charles Harvie
eds., New Asian Regionalism: Responses to Globalisation and Crises (Houndmills: Pal-
grave Macmillan, 2003), p. 10.
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“Anglo-Saxon” states such as Canada, Australia, and New Zealand,
constituted the other. The United States and East Asian countries also
differed on how to manage the financial crisis in 1997.° The perception
of sharing a common opponent in APEC conflicts also fostered the
growth of an at least limited sense of identity among East Asian states,
while the incapacity of APEC, owing to these conflicts, to advance
pan-Pacific trade liberalization has encouraged some of these states to
search for other levels and frameworks within which closer economic
cooperation may be explored.®

Under the leadership of former President Kim Dae-jung, South
Korea made a greater contribution to strengthening cooperation with
ASEAN + 3. It played the role of a think tank through the establish-
ment and operation of the East Asia Vision Group and the East Asia
Study Group, which are credited with providing key concepts for inte-
gration. During the 1999 ASEAN+3 summit, South Korea proposed
the establishment of an expert panel, the East Asia Vision Group, as
the first step in exploring the possibility of forging a regional coopera-
tion mechanism. This group discussed ways to develop the ASEAN+3
grouping into a regional cooperation forum. A joint surveillance of
short-term capital movements and an early warning system in East
Asia have also been studied. The group later proposed the establish-
ment of an East Asian Monetary Fund and a regional exchange rate
coordination mechanism, with the long-term goal of creating a com-
mon currency area. Other recommendations included upgrading the
annual ASEAN+3 meetings to an East Asian summit (EAS) and estab-
lishing the East Asian Free Trade Area (EAFTA).

Heads of ASEAN + 3 countries, who gathered in Singapore in
November 2000, decided to explore the possibility of formalizing their
ties and forming an EAFTA. The principal accomplishment of the
group came at the finance ministers’ meeting at Chiang Mai, Thailand,
in 2000. Called the Chiang Mai Initiative, it advocated a series of agree-

5 Richard Higgott, “The Asian economic crisis: A study in the politics of resent-
ment,” New Political Economy, Vol. 3, No. 3 (1998), pp. 333-356

6 Fred Bergsten, “Towards a tripartite world,” The Economist, 15 July, 2000, pp.
20-22.
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ments among the central banks to lend foreign exchange reserves to
one another (“swap” agreements) to help them protect their currencies
on foreign exchange markets. A currency swap agreement was signed
at their annual summit meeting in Singapore in November 2000, and
there has been much discussion about creating an Asian Monetary
Fund (AMF) and common currency baskets.” The idea of an AMF was
first suggested by Japan in September 1997 by expressing its willing-
ness to contribute more than half of the funds, amounting to $100 bil-
lion. Hong Kong, Taiwan and Singapore also indicated their intent to
participate in the AMF. Korea and most other East Asian countries
agreed to the idea. Even China, which was against the idea at first, had
changed its attitude. Nonetheless, the AMF did not make any tangible
progress, due to strong opposition from the United States.®

The ASEAN + 3 formula is far short of creating an East Asian Com-
munity. But several leaders began to propose the idea of East Asian
Community. The former Philippines president Joseph Estrada
dreamed of the creation of an East Asian community with a common
market and a common currency. And the leaders of 13 East Asian
nations agreed at a meeting in Laos in December 2004 to hold the first
East Asian summit in Kuala Lumpur in 2005. They set in motion a his-
toric process aimed at creating an East Asian version of the European
Union. The 13 nations in East Asia - the 10 members of the Association
of Southeast Asian Nations and China, Japan and Korea - have about 2
billion people, one-third of the world population, with their combined
GDP accounting for about 20 percent of the world’s aggregate GDP.
They also hold almost half of the total foreign exchange reserves of the

7 See for example, Y. Wang, “The Asian Financial Crisis and Its Aftermath: Do We
Need a Regional Financial Arrangement?” ASEAN Economic Bulletin, VVol. 17, No.2
(2000); and Mario B. Lamberte, Melanie S. Milo Ma and Victor Pontines, NO to
YE$?: Enhancing Economic Integration in East Asia through Closer Monetary Coopera-
tion, Philippine Institute for Development Studies, Discussion Paper Series No.
2001-16, July(2001).

8 Charles Harvie and Hyun-hoon Lee, “New Regionalism in East Asia: How Does It
Relate to the East Asian Economic Development Model?” in Tran Van Hoa and
Charles Harvie (eds.), New Asian Regionalism: Responses to Globalization and Crises
(Houndmills: Palgrave 2003), p. 43.
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world. The 13 nations have already laid some groundwork for eco-
nomic integration. For instance, during their summit in Vientiane, the
ASEAN+3 nations signed 35 bilateral or multilateral agreements,
including the landmark free trade agreement between China and
ASEAN. These agreements are seen as the building blocks for an even-
tual region-wide free trade area, the East Asian Free Trade Area. The
launch of the East Asian Summit signifies the beginning of a transition
from the ASEAN+3 arrangement to the East Asian Community.

3. Some Progress in Community-Building in East Asia

Table 1 presents an overview of progress toward a more institution-
alized regional economic cooperation in East Asia. China, Japan and
South Korea have been active in seeking FTAs with ASEAN and other
countries.

During the ASEAN+3 summit meeting in November 2001, China
and ASEAN announced that they had decided to create an FTA within
ten years. Only one year earlier, China proposed an FTA with ASEAN
at the summit meeting with ASEAN leaders. Now China is negotiating
with ASEAN to establish a FTA by 2010. Japan also concluded a FTA
with Singapore in January 2002, and initiated a joint study on the feasi-
bility of a Japan-AFTA free trade agreement. Japan has also been nego-
tiating, studying or considering bilateral FTAs with South Korea, Tai-
wan, the Philippines and Thailand. South Korea and ASEAN also
agreed to conclude a FTA on goods by the end of 2005 at the first
round of negotiations held in Jakarta on Feb. 23-25, 2005. The liberal-
ization schedule with ASEAN for Korea is scheduled to be completed
by 2008, two years ahead of China, and is aimed at gaining a foothold
in Southeast Asia. South Korea has recently concluded a FTA with Sin-
gapore, and is negotiating with Japan, and studying bilateral FTAs
with Thailand as well.

China, Japan and South Korea have also started to discuss a North-
east Asian FTA, but no tangible results have been produced yet. A
Northeast Asian Free Trade Area (NEAFTA) consisting of China,
Japan and Korea, the big three in East Asia, is being studied. At the
“ASEAN+3” summit in November 1999, Japan, Korea and China
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agreed to launch a joint research project to analyze and discuss the
possibility of forming an FTA among themselves. Since then, the three
countries have held a summit every year at the ASEAN+3 meetings,
and have held regular meetings of their finance ministers.

What factors have contributed to the emergence of a more institu-
tionalized form of regionalism in East Asia? As noted above, East Asia
needs its own regional force to counter the EU and NAFTA, as well as
NAFTA'’s possible extension into a free trade area of the Americas
(FTAA). Trade diversion effects of free trade areas have been one of
the driving forces. If the EU and NAFTA imply growing trade vol-
umes among their members, East Asian nations, which have strong
trade connections with both the United States and Europe, would be
hurt. Forming a competing East Asian trade bloc would be one way to
cope with their losses.

Frustration and anger over the Asian financial crisis is another fac-
tor. The way the United States and the IMF handled the Asian finan-

<Table 1> Progress of Regional Economic Cooperation in East Asia
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cial crisis in 1997 generated an enormous feeling of unease across East
Asia. On one hand, the initial American disinterest in the crisis
renewed concerns about the lack of U.S. policy engagement with the
region, despite the existence of APEC. On the other, when the IMF
became involved, dissatisfaction arose over the stringent conditions
attached to IMF stand-by loans.

Mahathir epitomized then prevailing Asian sentiments in the fol-
lowing way: “Great powers were pressing economic openness to the
outside world as a means to ‘knock them [Asian countries] off’ as com-
petitors.”® East Asian countries believed that responses of international
organizations to the crisis and its emerging problems had been slow
and, worst still, inappropriate and ineffective for the crisis economies.
The region’s resentment over American and IMF management of the
Asian financial crisis, coupled with the stronger than expected growth
of China and South Korea, profoundly influenced the idea of setting
up ASEAN+3 and other regional cooperative mechanisms.

Other factors were also responsible for propelling intra-regional
cooperation in East Asia. Stagnation of global trade liberalization, epit-
omized by the collapse of the 1999 Seattle WTO talks intended to
launch a new round of WTO trade negotiations, and the concomitant
signs of increasing integration in other regions, of which the most
striking manifestation was the launching of the common currency by
11 EU member states, also heightened fears in the region in 1999. It
was well reflected in former Singaporean Prime Minister Lee Kuan
Yew'’s following statement: “Asian states must follow the global trend
towards regionalization ... because only then could Asia exercise its
bargaining power against other regions.”*

(as of February 2005)
Progress
FTAs - - - — - -
Discussion | Joint Study | Negotiation | Conclusion | Implementation
AFTA \Y
AFTA-China \
AFTA-Japan \Y
AFTA-Korea \
Northeast Asia
(C--KFTA) v
East Asian FTA | V
Japan-Singapore \Y \Y
Japan-Thailand \Y
Japan-Taiwan Y
Japan- Vv
Philippines
Korea-Japan \Y
Korea-Singapore \Y

9 Lincoln (2004), p. 147.
10 “US presence in E. Asia will become more vital, says SM,” Straits Times, 23, Janu-
ary 2001.
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[11. ROK’s Vision and Strategy:
The Northeast Asian Cooperation Initiative"

The Republic of Korea under Kim Dae-jung was active in promoting
the idea of an East Asian community that transcended a loose form of
ASEAN + 3. However, upon its inauguration on Feb. 25, 2003, the Roh
Moo-hyun government launched an ambitious initiative aimed at cre-
ating a peaceful and prosperous Northeast Asia. The Roh government
established the Presidential Committee on Northeast Asian Business
Hub in order to carry out the initiative by paying greater attention to
its prosperity-related tasks, such as the creation of financial and logis-
tic hubs as well as the promotion of cooperation in the areas of busi-
ness, energy and transportation. An initial emphasis was given to
prosperity on the assumption that the realization of prosperity would
bring forth positive effects to peace-building.

But after realizing that peace and prosperity cannot be pursued
sequentially, the Roh Moo-hyun government took a new initiative, the
“Northeast Asian Cooperation Initiative for Peace and Prosperity.”
The Northeast Asian Cooperation Initiative for Peace and Prosperity
(NEACI) can be defined as the nation’s long-term strategy and vision
for creating peace and common prosperity in Northeast Asia by shap-
ing a new regional order based on mutual trust and cooperation.

1. Background for NEACI

Seizing Opportunities: Northeast Asia is already a significant global
economic power, not much less than Europe and North America.
Three major nations of the region, namely Korea, China and Japan,
account for 20.9 percent of the world’s GDP, 23.6 percent of the
world’s population, 15.2 percent of the world’s trade and 38.1 percent
of the world’s foreign exchange reserves, as of 2003. Moreover, the
region has tremendous economic potential. China, with a vast poten-

11 This section draws mostly on Presidential Committee on Northeast Asian Coop-
eration, Toward a Peaceful and Prosperous Northeast Asia (Seoul: Presidential Com-
mittee on Northeast Asian Cooperation, 2004).
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tial market of 1.3 billion people, is rapidly growing to become one of
the world’s largest manufacturers. Japan maintains a competitive edge
with its cutting-edge technology and capital holdings. South Korea has
risen to the global stage with its vitality, dynamic human resources
and innovative capabilities. Russia’s abundance of natural resources
provides an invaluable asset. Vast resources and capabilities all point
to a promising future for the region.

The dynamism and interdependence of Northeast Asia is astound-
ing. This region includes nations where economies grow at the highest
rates in the world and where potential for expansion is considered the
greatest. With the inclusion of Southeast Asia, the volume of trade
among East Asian countries has already surpassed that of NAFTA and
is now closing in on the EU, indicating that a functional integration has
already been achieved. However, this integration has yet to be molded
into an institutional framework despite promising signs, including dis-
cussions over bilateral and sub-regional FTAs, of moving toward insti-
tutionalized economic integration.

Various inhibitors notwithstanding, the security situation in the
region has also improved. The dismantling of the Cold War structure,
the end of bipolar military confrontation and improved diplomatic
relations among countries in the region have been responsible for
shaping a regional milieu more conducive to cooperation, an opportu-
nity that should not be left under-utilized.

Finally, the expansion of social and cultural exchanges and strength-
ened regional solidarity constitute promising opportunities for bolster-
ing cooperation in forming a regional community. For example, the
growing popularity of Korean popular culture (Hanryu) as well as
those of China and Japan as seen in movies, music and fashion has
established vital cultural underpinnings of regional exchange.

Coping with Challenges: However, Northeast Asia faces not only
opportunities but challenges as well. The Initiative is justified in the
need to address newly emerging security, economic and socio-cultural
challenges.

Unlike Europe, the end of the Cold War has not brought about tan-
gible peace dividends in Northeast Asia. The region as a whole con-



228 Building a Northeast Asian Community[Val. 1]

fronts a number of serious security challenges. The most pressing
security concern is the North Korean nuclear problem. Crisis escala-
tion over the Taiwan Straits could endanger overall peace and security
in Northeast Asia. Unresolved territorial disputes could become
another inhibitor in the region. More troubling is future strategic
uncertainty. Major realignments of U.S. strategic posture following
September 11, the ascension of China as a global power and Japan’s
move to resuscitate its military power further complicate the strategic
uncertainty of the security landscape in Northeast Asia. Not a single
country in the region can escape from the security dilemma.

Beneath a growing intra-regional economic interdependence lies a
new pattern of intensified competition. China, Japan and the Republic
of Korea compete head to head in terms of export items and destina-
tions, causing a major coordination dilemma. Despite increasing con-
cerns over fierce competition, duplicated investments and surplus
capacity, countries within the region lack both the institutional mecha-
nisms to address such problems and a leading nation to furnish public
goods for regional economic cooperation and integration. Since the
1980s, most Asian countries, regardless of the level of development,
have been moving into more value-added, capital-and technology
-intensive industries. Japan, the NIEs, and ASEAN countries have all
promoted cutting-edge industries such as semiconductors and com-
puters. As a result, in contrast to the flying geese model, a horizontal,
“swarming sparrow” pattern of development has become prevalent,
further deepening economic competition and the friction between
Japan and its regional economic rivals, based on shifts in comparative
advantage.”

There also remain socio-cultural challenges. The cultivation of a
common regional identity continues to be hampered by lingering
parochial nationalism and deepening mutual distrust. Memories of the
past characterized by domination and subjugation still haunt people of
the region. As the ongoing disputes over historical distortion among

12 Gordon Bernard and John Ravenhill, “Beyond Product Cycles and Flying Geese:
Regionalization, Hierarchy, and Industrialization of East Asia.” World Politics 47
(1995): pp. 171-209.
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Korea, China and Japan demonstrate, the greatest problem the region
must be wary of is excessive nationalistic sentiment. Nationalism, the
collective memory of the historical past and subsequent cognitive dis-
sonance pose other critical obstacles to region-building in Northeast
Asia.® China and South Korea are still haunted by the historical mem-
ory of Japanese colonial domination and subjugation. Cognitive barri-
ers emanating from the past history of bitter enmity have forged a
national ambiance critical of intra-regional cooperation and its institu-
tionalization.

2. Rationales for the NEACI

The Roh government’s NEACI is then designed to maximize new
opportunities, while minimizing constraints and challenges. However,
the earlier initiative was subject to several critiques.

The first critique centered on its narrow geographic scope, with a
focus only on the two Koreas, China, Japan and Russia. In response to
this critique, the new Initiative has defined Northeast Asia in both geo-
graphic and functional terms. From a geographical point of view, the
region includes the two Koreas, China, Japan, Russia and Mongolia.
From a functional point of view, however, the United States and
ASEAN countries are also included. The functional definition is equal-
ly important in consideration of the level of influence the United States
exerts over the region, and that of the potential influence of the
ASEAN countries in the fields of economy and security. More impor-
tantly, since the Initiative is founded on the principle of open regional-
ism, all countries over the world are invited to join the initiative as
strategic partners in opening a new era of a peaceful and prosperous
Northeast Asia.

The concept of a “center,” which has been associated with the
Northeast Asian Business Hub, has also been subject to criticism. Crit-
ics contend that based on its geo-political and geo-economic position,

13 Dalchoong Kim and Chung-in Moon (eds.) History, Cognition, and Peace in East
Asia (Seoul: Yonsei Univ. Press, 1997); Yoichi Funabashi (ed.), Reconciliation in the
Asia-Pacific (Washington. D.C.: U.S. Institute of Peace, 2003).
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the Republic of Korea is unfit to play the role of a strategic and eco-
nomic center in the region. Such critiques are founded on ill-conceived
understandings. The Initiative does not attempt to realign the ROK’s
position as the center of physical power and the geographic landscape
in the region. Rather it attempts to position the ROK as a node of
regional economic networks as well as an innovative source of new
ideas and efforts concerning the promotion of regional cooperation.

Finally, the Initiative’s Northeast Asian focus has been called into
question. Previous governments had cast their nets wider. Whereas
the Roh Tae-woo and Kim Young-sam governments undertook
“internationalization” and “globalization” campaigns, the Kim
Dae-jung government aimed at creating an East Asian community by
engineering the “ASEAN+3” formula. In contrast, the Roh Moo-hyun
government has been accused of being narrow in scope and introvert-
ed in regional orientation by setting its geographic focus solely on
Northeast Asia. But this critique seems unfair because it is inconceiv-
able to assure an East Asian, Pacific and global reach without settling
immediate political, economic and socio-cultural challenges arising
from its proximate region, Northeast Asia. Thus, the Initiative is
designed to confront and manage proximate and immediate regional
issues first, rather than taking a detour course of remote regionalism
and globalization. However, this does not mean that the Initiative’s
regional scope is to be limited only to Northeast Asia. Its Northeast
Asian focus will be naturally tied to ROK’s currently active involve-
ment in ASEAN+3 (East Asia), APEC (Pacific) and other global multi-
lateral cooperative structures.

3. Goals and Visions

The ultimate goal of the Northeast Asian Cooperation Initiative is to
allow for a peaceful and prosperous Northeast Asia to materialize by
fostering the governance of cooperation and building a regional com-
munity of mutual trust, reciprocity and symbiosis. The goal is more
than justified in the view of developments in other regions of the
world. Regional integration has become a world-wide phenomenon as
a way to cope with the challenges of globalization or as a way to
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accomplish the globalization process more efficiently. Whereas
Europe, North America and even ASEAN are accelerating the institu-
tionalization of integrative processes, Northeast Asia remains far
behind. Thus, the Initiative is designed to facilitate the process of com-
munity-building in economic and security domains. As both theories
and experience demonstrate, nations can enjoy peace and common
prosperity by constructing a community of their own. While a regional
community benefits the nations in that particular region, a global com-
munity benefits nations all over the world. Globalization can be seen
as a process of forming a global community to which all the regional
communities in the world belong. Northeast Asian nations should join
this process by building a regional community first.

The ROK government envisages four visions of a regional communi-
ty in Northeast Asia.

The first vision is an “Open Northeast Asia.” The Northeast Asian
community of peace and co-prosperity should not exclude any player
from the process of community-building. And it should be seen as a
stepping stone toward building an East Asian, Pacific and global com-
munity.

The second vision is a “Network Northeast Asia,” a community that
is interconnected through multiple layers of networks. The Northeast
Asian community of peace and co-prosperity emphasizes the impor-
tance of overcoming physical and non-physical barriers by emphasiz-
ing the necessity of building dense networks of people, goods and ser-
vices, capital, infrastructure, and ideas and information.

The third vision is a “Participatory Northeast Asia.” The formation
of a regional community is not conceivable without corresponding
people’s support and consent at home. At the same time, a viable and
lasting community cannot be constructed with government -to-gov-
ernment cooperation alone. Along with governments, citizens as well
as non-governmental organizations should participate actively in the
process of community-building by promoting exchanges and coopera-
tion as well as creating solidarity among civil societies through com-
mon goals.

Finally, the Initiative envisions an “Integrated Northeast Asia,” in
which mutual distrust, fragmentation, and antagonism disappear, and
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a feeling of covariance and a mutually shared common identity lead to
the emergence of a new region united as one community.

4. Strategies and Projects

Can the Republic of Korea play a role in realizing the above goal and
visions? There are outstanding physical and structural constraints
such as limited national resources, an entangled security posture
resulting from military confrontation with North Korea and an exces-
sive dependence on its alliance with the United States. It may not be
easy to escape from the confining structure of great power politics.
Nevertheless, the Republic of Korea can make positive contributions to
community-building in Northeast Asia by undertaking the following
roles:

First, the ROK can play a role as a “Bridge Building” state. The ROK
intends to link continental and maritime powers to create a new order
of cooperation and integration. By taking advantage of its geographic
position as a peninsular country, the ROK can play the role of bridging
the two through the initiation of cooperative initiatives in security,
economic, and social and cultural domains.

Second, the ROK can play a role as a “Hub” state. The ROK can con-
tribute to promoting peace and co-prosperity by positioning itself as
strategic hubs in selected areas such as peace, financial services, logis-
tics and tourism. The hubs as nodes of intra-regional networks that
Korea aims to build can promote peace and common prosperity in the
region by serving as a common ground for mutual discourses on perti-
nent issues, as well as reducing transaction costs and enhancing effi-
ciency.

Finally, the ROK can play a role in “Promoting Cooperation” in the
region. Korea strives to function as a catalyst for activating and pro-
moting the process of community-building in Northeast Asia. This
could be manifested in efforts to construct a multilateral security coop-
eration system and to expedite a Northeast Asian FTA. For example,
the six-party talks for the North Korean nuclear problem could be uti-
lized to achieve the former objective, and the Korea-Japan FTA for the
latter.
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In accordance with these objectives and visions, the Initiative will be
guided by four operational principles.

(1) Simultaneous Linkage: This principle stresses the need to exert
concerted efforts in security, economic and socio-cultural fields in
an integrated manner so as to achieve successful outcomes and
maximize their synergistic effects. And the promotion of North-
east Asian cooperation should be pursued simultaneously with
that of inter-Korean cooperation.

(2) Multilayered Cooperation: This principle emphasizes a multi-
faceted approach to the establishment of a regional community.
Cooperative efforts will be deployed at every level and dimen-
sion. Bilateral, sub-regional, regional, and multilateral coopera-
tion will be sought simultaneously. Also governmental and
non-governmental approaches will be combined to maximize the
efficiency of cooperation. There should also be no restriction on
spatial dimensions. South Korea will pursue inter-Korean, North-
east Asian, East Asian, and global cooperation at the same time
as it forms a multilayered cooperative structure.

(3) Open Regionalism: The Initiative aims for an “open Northeast
Asia,” and thus seeks cooperation from all nations inside and
outside the region as long as they support the Initiative. Non-dis-
crimination, reciprocity, and openness will serve as the guiding
norms and principles of the Initiative.

(4) Community-building: The Initiative intends to facilitate the
expansion of exchanges and cooperation by taking full advantage
of regional circumstances. In line with this, the Initiative attempts
to establish a viable governance structure of cooperation, which
will eventually evolve into a more institutionalized form of com-
munity in the region.

5. Major Projects
In order to actualize the Initiative, the ROK government set up a

number of projects in the following four areas and is driving them for-
ward: Strategic Planning, Peace-building, Prosperity-enhancing and
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Community-building.

It is important to establish medium- to long-term national strategies
in embracing the coming Northeast Asian era of peace and prosperity.
Four major projects can be identified in this regard:

(1) Trend Analysis and Forecasting: To better prepare for the future,
it is essential to analyze the present situation in Northeast Asia
and forecast medium- to long-term trends. Based upon such
analyses, blueprints for building an economic and security com-
munity in this region should be drawn out.

(2) Drawing out Security Blueprint: The top priority for security
strategies is to draw out a multilateral framework, upon which a
security community can eventually be built. Efforts for
peace-building in the region will be made with the following
guidelines: sustaining the ROK-US alliance, promoting compre-
hensive security cooperation in Northeast Asia, strengthening the
cooperative relationships with China, Japan and Russia, and ulti-
mately establishing a stable inter-Korean peace regime.

(3) Developing Regional Economic Cooperation Strategy: It is neces-
sary to develop a blueprint for a medium- to long-term regional
economic cooperation strategy. In connection with this, policy
options for shifting intra-regional division of labor and industrial
restructuring, strategies to build viable FTAs and measures to
strengthen economic hubs should be sought.

(4) Building Domestic Consensus and Regional Solidarity: It is also
critical to win public support and to expand grassroots networks
among countries in the region. Without public understanding
and participation, the Initiative cannot be effectively realized. The
government is making efforts to establish various outreach pro-
grams to win public support and to cultivate transnational grass-
roots solidarity.

To safely ensure stable regional peace, the complimentary processes
of peace-keeping, peace-making and peace-building must be imple-
mented simultaneously. Peace-keeping is to prevent war through mili-
tary deterrence and alliance. Peace-making is to manage unstable
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peace through preventive diplomacy, confidence building measures
(CBMs), arms control and disarmament. However, peace-keeping or
peace-making cannot assure a stable and lasting peace. A stable and
durable peace can be secured only when a community of security as in
today’s Europe is formed. This is the peace-building operation to
which the ROK government will pay its utmost attention.

(1) Building an inter-Korean peace regime: Building peace on the
Korean Peninsula is the foremost goal as well as a crucial precon-
dition to maintaining stable peace in Northeast Asia. The ROK
should be devoted to finding medium- to long-term strategies to
promote inter-Korean exchanges and cooperation, institutional-
ize military confidence building measures between the two Kore-
as, and settling the Korean division and conflict through the sign-
ing of a peace treaty. In this connection, it is necessary to oversee
the progress of the Gaesong Industrial Complex and Mt. Geum-
gang tourist project, to facilitate non-governmental exchanges
and cooperation with the North and to facilitate overall efforts to
find solutions to the North Korean nuclear crisis.

(2) Enhancing Cooperative Diplomacy with Four Major Powers:
Peace and strategic stability in the Korean Peninsula and North-
east Asia is closely intertwined with cooperation and rivalry
among four major powers: the U.S., Japan, China and Russia.
Consequently, strengthening cooperative diplomacy toward
these countries at both governmental and non-governmental lev-
els is an essential prerequisite for a peaceful and prosperous
Northeast Asia.

(3) Promoting Multilateral Security Cooperation: As conventional
bilateral diplomacy alone cannot assure peace and stability in
Korea and Northeast Asia, coordinated security efforts must be
undertaken by the members of the region for the shaping of com-
mon security. In this regard, it is important to formulate strate-
gies to promote multilateral security cooperation in the region.
Several options are now under consideration, such as measures
for transforming the six-party talks for the North Korean nuclear
crisis into a viable and lasting multilateral security regime, insti-
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tutionalizing the China-Japan-ROK summit apart from the
ASEAN+3 process and initiating a Northeast Asian defense min-
isters’ meeting. To facilitate this process, it is in order to strength-
en bilateral and multilateral military cooperation and expand
confidence-building measures such as joint naval exercises,
exchange of military personnel and coordination of training pro-
grams among the Northeast Asian countries. The government is
also deliberating on the creation of a Northeast Asian peace hub
in Jeju Island by upgrading the existing “Jeju Peace Forum” and
establishing a “Northeast Asian Peace Center” in Jeju.

In order to enhance common prosperity in the region, the ROK has
undertaken a hub strategy, focusing on financial services, tourism and
transportation, and logistics, which would be beneficial not only to
Korea, but also to all other countries in the region.

(1) Creating Banking and Financial Hub: A financial hub will be con-

structed in the Seoul metropolitan area with priority given to the
asset management sector. The strategy for fostering the financial
hub in Seoul will consist of developing asset management ser-
vices, including pension funds and foreign exchange reserves as
the key drivers to bring about the influx of high value-added
skills and human resources, and strengthening specific financial
services such as infrastructure development and restructuring.
The development of domestic financial markets including the
fixed income securities market, equity market and foreign
exchange market will be promoted along with the globalization
of the financial regulatory and supervisory system.

(2) Creating Logistics Hubs: In order to build a logistics hub, it is

necessary to embark on a number of projects, including institu-
tionalizing centralized logistics facilities, fostering logistics com-
panies, cultivating a competent workforce, increasing the func-
tionalities of airports and harbors and improving international
logistics support systems. Currently, the ROK government has
designated Incheon, Gwangyang, and Busan as future logistics
hubs.
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(3) Inducing Strategic Foreign Direct Investment: With regard to
strategic foreign direct investments (FDI) and in connection with
the development of the hubs, special attention is being paid to
the inducement of foreign capital to logistics hubs and an
international tourist hub in the southwestern region. It is impor-
tant to find ways to improve business and living conditions for
foreigners, enhance global recognition of the country’s image and
investor relations operations, and streamline the administrative
process for the inducement of FDI in a more efficient manner.

The ROK government is willing to take the lead in providing collec-
tive goods in the region by initiating cooperative projects that can be
conducive to building a Northeast Asian community. They are: energy
and transportation cooperation, environmental cooperation, coopera-
tion for economic development in the region and social and cultural
cooperation. Such cooperative projects are expected to produce posi-
tive spill-over effects on forming a governance of cooperation and
community-building.

(1) Energy Cooperation Project: In light of the need to secure a bal-
ance between the regional supply and demand of energy, the
construction of a natural gas pipeline network and the joint
exploration and development of oil fields are placed at the top of
the agenda. In the long run, cooperation for supplying energy to
North Korea and the development of regional energy sources
such as Siberian hydroelectric power may also be considered. It is
also important to promote cooperative efforts among energy-
consuming countries to reduce the Asian premium of oil and gas
import prices and to secure ocean transportation routes by devel-
oping a new competitive oil market in the region.

(2) Transportation Network Cooperation: The South/North Korean
railway project is currently under way in order to reconnect sev-
ered lines across the Demilitarized Zone (DMZ). The inter-Kore-
an railway system (or Trans-Korea Railway, TKR), once connect-
ed with the Trans-Siberian Railway(TSR), Trans-China
Railway(TCR), Trans-Mongolia Railway(TMGR), Trans-



238

Building a Northeast Asian Community[Val. 1]

Manchuria Railway(TMR) and other continental railways, should
help Korea overcome its geographic isolation and become a logis-
tics hub of Northeast Asia. Essential elements of this project
include evaluation of the current condition of the railways on the
peninsula, creation of an international consultative mechanism
on the Northeast Asian railways and participation in the interna-
tional institution and multilateral cooperation.

(3) Promoting Environmental Cooperation: Northeast Asia is not

only faced with cross-border environmental problems such as
industrial pollution, yellow dust and acid rain, but also the
increasing threat of marine pollution. Although a number of
regional bodies (governmental, semi-governmental or non-gov-
ernmental) exist in Northeast Asia to promote cooperation on
environmental issues, tangible progress has yet to be made.
There seems to be a considerable need to strengthen institutional
frameworks and improve, in particular, the efficiency of these
existing regional bodies. The Korean government is willing to
take a leadership role in meeting such necessities.

(4) Fostering Social and Cultural Cooperation: To build mutual

understanding and trust in Northeast Asia, intra-regional social
and cultural exchanges are imperative. Unfortunately, we cannot
deny that Northeast Asia is still replete with misunderstandings
and distrust from a history of conflict, occupation and ideological
confrontation. Accordingly, the concept of a Northeast Asian
community that Korea wishes to realize is not simply focused on
economic integration, but also on shared values and the vision of
a common future, as is the case with the EU. In this regard, the
removal of mutual distrust among the countries in the region is
an urgent and paramount task. Cross-border exchanges should
be fostered not only at the governmental level but also among
NGOs and professional associations in such areas of society as
culture, art, education, sports and tourism. The Korean govern-
ment intends to assist in forming a Northeast Asian cultural iden-
tity, networking Northeast Asian NGOs and nurturing future
regional leaders by promoting youth exchange programs.
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IV. Conclusion

The Republic of Korea’s strategy for regional community-building is
largely focused on Northeast Asia. But this should not be interpreted
as a move to get away from the process of building an East Asian com-
munity. We will continue to harmonize ASEAN +3 with the idea of a
Northeast Asian community, which can in turn expedite the process of
East Asian community-building. We strongly believe that a simultane-
ous pursuit of the two fronts can create a greater synergy effect. How-
ever, it should be kept in mind that the creation of a true East Asian
Community cannot be materialized in the form of a detour regional-
ism involving ASEAN + 1 (China, Japan, South Korea respectively) or
a loose conjugation of ASEAN + 3. Efforts to form a governance of
cooperation and integration in Northeast Asia, especially among
China, Japan and South Korea, should be pursued in tandem with
ASEAN + 3. For, it is quite inconceivable to imagine an East Asian
community without closer cooperation among China, Japan, and
South Korea. Judged on this, the ROK’s Northeast Asian Cooperation
Initiative can provide critical momentum for creating a regional order
of cooperation and integration in Northeast Asia in particular and East
Asia in general.
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The Roh Moo-hyun
Administration and the Vision
for Northeast Asian Cooperation

Chul-Hyun Kwon

world renowned scholars and leaders here in this Jeju Peace
Forum. And | would like to extend my gratitude to the orga-
nizer for allowing me this opportunity to take part in the forum.

Dr. Zbigniew Brzezinski, a U.S. international politics expert, stated
in his book “Grand Chesshoard,” published in 1997, that “Eurasia is a
grand chessboard on which the struggle of the U.S. for global primacy
continues to be played, and the struggle is closely related to geostrate-
gy in a sense that it requires strategic management of geopolitical
interests.” | believe Dr. Brzezinski’s diagnosis is appropriate. And per-
haps, Northeast Asia best fits the description of Dr. Brzezinski’s chess-
board. The region indeed is a complicated chessboard not just from the
perspective of the U.S. but also from that of Northeast Asian countries,
including Korea.

As you are well aware, Northeast Asia was at the center stage of the
Cold War. Even in this post-Cold War era, not only do the remnants of
the Cold War still linger, but also there are ample uncertainties that
could turn the “Cold War” into a “Hot War” at any time due to the
North Korean nuclear issue. Besides, in spite of their common denomi-

F irst and foremost, it is a great honor and privilege to join
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nators, such as the culture of Chinese characters and Confucianism,
Korea, China and Japan historically harbor resentments toward each
other, which still keep them from mending their relations. Further-
more, fierce competition between China and Japan over regional hege-
mony seriously undermines the stability of the Northeast Asian
region.

The most important point would be the fact that the U.S.’s global
strategy or Northeast Asian strategy determines to a considerable
extent the security and dynamics of the Northeast Asian region. Per-
haps the “tug of war” between Washington and Pyongyang over the
North’s nuclear program and the subsequent complicated network of
relations among nations best explain the kind of chessboard Northeast
Asia has become. Korea, in particular, has maintained a firm alliance
with the U.S. in order to stay afloat against the waves of inter-Korean
division and the Cold War, and the alliance has proved to be an
important basis for Korea’s successful industrialization and democrati-
zation.

At a certain point, however, skepticism began to grow within Korea
about whether the U.S. was in fact on Korea’s side. The unfortunate
deaths of two middle school girls caused by a U.S. armored vehicle in
2002 and a series of incidents thereafter, including the decision of the
U.S. jury that found the defendants innocent, fanned anti-American
sentiment among the Korean people. As the civil governments born on
the heels of democratization took into account public opinion and
adapted to the changes of a new era, rifts started to appear in the once
rock-solid Korea-US ties. This, of course, is connected to the changes in
the U.S.’s global and Northeast Asian strategies.

At a time like this, President Roh Moo-hyun’s administration has
declared a “Vision for a Peaceful and Prosperous Northeast Asian Era”
and pronounced his idea of a “Balancer in Northeast Asia” both in his
address on state affairs marking the second anniversary of his inaugu-
ration on Feb. 25 and in his address at the 40th commencement and
commissioning ceremony of the Korean Military Academy on March
22. In the graduation ceremony, President Roh stated, “Throughout
history, Korea has never invaded a neighboring country or inflicted
damage to others. It is more qualified to talk about peace than any
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other country.” This perhaps best explains the makings of President
Roh’s theory of “Balancer in Northeast Asia.”

While the theory drew nothing more than a lackluster response from
neighboring countries, it ruffled some feathers inside Korea. Oppo-
nents to the idea did not necessarily disagree with the purpose itself
but were concerned the theory could spark unnecessary conflicts with
neighboring countries, especially with the U.S. There were some heat-
ed debates over the concept of the idea too. But if we take the state-
ment as is, then we can come up with an interpretation that there is no
country both present and past that wishes for peace as dearly as Korea
does, and thus Korea is the country cut out for the job of settling peace
in terms of qualification and persuasiveness. In other words, President
Roh’s remarks intended more of a strong resolve to turn Korea into a
conflict mediator in the region through balanced diplomacy rather
than into a powerful nation that balances regional power. In this con-
text, | agree in principle with the balancer theory of the Roh Moo-hyun
administration.

It is needless to say, however, that saying is one thing and making it
actually happen is another. Plus, it is uncertain whether the neighbor-
ing countries will accept Korea playing such a role, and even if they
do, whether they will continue to be supportive of Korea’s decision
even when the idea is translated into concrete actions. The U.S., in par-
ticular, has its own Northeast Asian strategy designed to be led by
itself and has Japan on its side as a major partner. And because the
Korea-US alliance is not as active as before, many people are skeptical
about the feasibility of the idea. Although balanced diplomacy may be
the right way to go in principle, many still voice worry for it could
inevitably bring certain changes to the longstanding Korea-US
alliance. And the uneasiness the Korean people have had toward Pres-
ident Roh’s foreign policy, particularly the U.S. policy that existed
before the balancer theory came into being, makes it difficult for them
to have a balanced perspective toward the theory.

Another factor that limits Korea’s leeway is, of course, North Korea.
South and North Koreans are the same people with the same ances-
tors. At the same time, however, the two were at odds during the Cold
War era, each siding with the USSR and the U.S., and tensions still
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loom large on the Korean Peninsula long after the detente. Although a
new order was expected on the peninsula with the historic inter-Kore-
an summit in 2000, fundamental progress has yet to take place due to
North Korea’s nuclear ambition. This clearly testifies to the fact that
the challenges the Korean Peninsula faces concern not just the two
Koreas but the international community as a whole. Furthermore, it is
an important reminder to Korea that studying and pursuing “diplo-
macy in an era of division” is as significant as “unification in an era of
division.”

Whether it is the balancer theory or others, the idea that countries in
the region should decide the order and fate of Northeast Asia is in
principle correct. There may be little to worry about in the case of
Korea since, as President Roh has stated, Korea is a country that has
revered and safeguarded peace. As far as China and Japan are con-
cerned, however, their past track records and current national power
foretell that there is every possibility that they will break the order and
balance of Northeast Asia. In this light, the region requires a balancer,
the role that the U.S. and the former Soviet Union played during the
Cold War era and of which the U.S. took sole charge thereafter.
Against this backdrop, the role of the U.S. bears particular significance
to Korea. But for the U.S. to win the support and cooperation of North-
east Asian countries, it needs to revamp its image of a unilateral and
hegemonic country and recreate itself as a partner ready to change the
post-Cold War international order for the better in collaboration with
the countries in the region.

International politics is deeply correlated with domestic politics. In
other words, the order in Northeast Asia is subject to change according
to internal matters that affect the policies of each nation. As competi-
tion intensifies, there is a high likelihood that nationalism would rear
its ugly head again in the countries in the region. And if nationalism
grows extremely exclusive then it will be unavoidable but to have
escalating tensions in the region. In this sense, it is important that each
and every government guard against the danger of populism and,
above all, to make diplomatic efforts.

As the cases of former governments clearly show, it is of primary
importance to Korea how it sets its “post-Cold War diplomacy.”
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Although Korea’s diplomacy can be said to have progressed over the
years, it still needs to be upgraded to a level comparable to its overall
national competitiveness. No doubt it is a daunting task for the Korean
government to work out diplomatic policies that are as far-reaching as
to include issues on national division, the traditional Korea-US
alliance, inter-Korean reconciliation and changes in the post-Cold War
Northeast Asia. And this is where the critical thinking and insight of
the president and the leadership in the government come in.

Located in the center of the so-called oceanic and continental pow-
ers, Korea has suffered numerous invasions. Not only that, it went
through a tragic fratricidal war and remains a divided country even
today. It is amazing, therefore, to see Korea stand on its feet side by
side with other countries on the global stage. The Korean people are
rightly proud of such a fact, and it is the basic reasoning of President
Roh to enhance the country’s role in the international community
based on such confidence. In view of this, neighboring countries
should understand and acknowledge that Korea has an important role
to play in creating a reconciliatory and cooperative Northeast Asian
community rather than being dismissive of its initiative. The Korean
government, for its part, needs to make substantial contributions to the
security of Northeast Asia based not on fascinating rhetoric but on
dexterous diplomacy.

I would also like to add that as much as the cooperation in North-
east Asia is important, so is to have a broader perspective and to work
out measures to seek cooperation of the whole of East Asia, including
ASEAN countries. Since it is a fact that there is an invisible barrier
between Korea, China and Japan that makes it difficult for the coun-
tries to approach each other, there needs to be an East Asia wide net-
work to ensure cooperation in Northeast Asia.

Before closing, | sincerely hope the messages and ideas presented
and shared in this Jeju Peace Forum would eventually make signifi-
cant contributions to the efforts to advance the peace and development
of Northeast Asia.

Thank you for your attention.
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Difficulties of Creating a
Northeast Asian Community

Hyeong-joo Kim

respectable guests, and | had a very good chance to learn
about the peace and prosperity problem in Northeast Asia.

First of all, | think about 10 years ago, Samuel Huntington talked
about "the clash of civilizations.” | think Northeast Asia, this area, is a
field of very high conflict and clash of civilizations. America- and
Europe-style culture and European civilization have very highly cov-
ered this area because of the economic scale. And the stage is the glob-
al stage. Also Chinese civilization and Japanese civilization have very
typically existed in this area. Russia is also two types of civilization —
European civilization and Asiatic civilization.

So the vision of common prosperity is not so easy to approach and
achieve comparative to the Europe community. | think, yesterday |
read four papers. | am myself very sorry that | didn't sincerely prepare
for the discussion. | read four papers, and | found two countries very
strongly support the common vision — Korea and Japan. And China
about, | think, 50 percent, and as for Russia and DPRK, it is not so easy
to participate in our common vision. And also America wants to
engage and participate in this common vision. No, unfortunately, the

Thank you, Mr. Chairman. I'm very pleased with your very
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USA is not located in this area.

But | want to say, Dr. Lee talks about the divide between common
vision and national development strategy. But unfortunately, how can
we persuade and explain about our government's common vision on
the Northeast Asian common prosperity issue? Unfortunately, | am
myself a lawmaker. In each and every country, a lawmaker defines
regularity and about national interests. This is a very big barrier, |
think. So it is not so easy to achieve the common goal, | think, the first
one.

The second one is Russia is a power — power is located in St. Peters-
burg and Moscow. They are European cities. They cannot participate
in the wholly Asian country groups. Above all, Suslina speaks about
the process of the global market. They have not prepared fully for the
global market, and they don't know why they have to cooperate and
fully participate in the Northeast Asian community-building. So it is
another very big problem, I think.

In China, | think the room for cooperation is not so big because of
the population problem and another - the possibility of a legitimacy
crisis according to economic achievement and the democratic problem.
And the human rights problem will be a barrier for the more overseas
or global-scale problem-solving. Also we have to investigate it. And
lastly, the U.S. government and the U.S. business community, they
want to participate in this area and want to engage, but unfortunately,
how do we deal with the U.S. government and the attitude of the busi-
ness groups of the U.S.? It is a very big burden for our Northeast Asian
countries.

So | think more realistically we have to deal with this goal. For
example, Chinese and Japanese participants suggested energy and
environment issues. | think | absolutely agree with that. That is an
important point of starting. Energy and environment cooperation is
the first step. And lastly, | think Korea and Japan very strongly sup-
port the common vision. | want to ask our two nations why we do not
start the building of a bridge or undersea tunnel between Korea and
Japan. It's now a very realistic agenda for the two states. Unfortunate-
ly, why do we not start now? Thank you very much.
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Promoting Peace in Northeast Asia

Sun-ho Yoo

appropriate juncture when the Korea-U.S. summit meeting is

taking place to resolve the North Korean nuclear issue, which is
crucial for peace in Northeast Asia. | believe that the topic proposed by
Prof. Moon Chung-in is an obvious and timely one.

The Cold War confrontation structure of the U.S. and Japan vs.
China and Russia - that dichotomous confrontation structure - has col-
lapsed. The six nations of South and North Korea and the countries
that surround the Korean Peninsula are already too deeply involved in
economic and cultural cooperation. Therefore, we can no longer work
toward peace in Northeast Asia through such a simplistic structure.

Howvever, despite this situation, progress has been slow in establish-
ing institutions to deal with issues such as arms reduction to guarantee
peace and prosperity. With this background, | believe that it is both
practical and necessary for Korea, whose commitment to peace is
undoubted, to propose the "balancer" theory.

Although the issue was controversial in the Korean political scene, |
want to state that it contains our expectation that the United States,
along with Korea, will play the role of a "balancer" in Northeast Asia.

I would like the thank the organizers for hosting a forum at this
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In the past, the United States contained China through an alliance with
Japan and served to stifle an arms race between China and Japan
through its presence on the Korean Peninsula.

Going forward, | believe that the value of peace espoused by the
United States only becomes stronger as it warms to Korea's proposal,
and if the United states accepts the role of a "balancer" in Northeast
Asia along with Korea, then | believe that the Northeast Asia peace
and prosperity initiative proposed by Prof. Moon Chung-in will be
within our reach soon.

Korea has never invaded another country and has no intentions to
do so in the future, while the United States is not located within this
region and is relatively free from suspicions of pursuing regional hege-
mony. The two nations have these advantages.

I would also like to mention that after President Roh Moo-hyun pro-
posed the initiative, there were still tensions arising from the North
Korean nuclear issue and distortions of history through China's North-
east Project. Korea has also had tensions with Japan over history issues
and the Dokdo territorial dispute. Korea is also currently going
through the process of adjusting its alliance with the Untied States.

These are conflicts that were concealed in the past but are now com-
ing into the open all at once, and they are not being solved quickly. As
a result, cooperation toward peace is progressing slowly. | believe that
we must expand diplomatic contacts and strengthen our diplomatic
ability to solve these problems. At the same time, | feel a need to
expand civilian exchanges to pursue a two-track course that can bol-
ster these diplomatic efforts.
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Three Pillars of Building a
Northeast Asian Community

Jeffrey Jones

future is based not upon the reality of the present but upon

the reality of what can be. And the reality of a Northeast
Asian community is something that can come about if each of the
nations in the region — to include the United States, Japan, China and
Korea — establish and work together to formulate policies that will
cause the governments and each of the peoples of the nations to work
together to achieve that reality of what can be.

Clearly, there are many obstacles to the achieving of a community in
Northeast Asia. Most of those obstacles are based upon mistakes of the
past, not upon the reality of what can be achieved in the future. And if
we can learn to overcome the mistakes of the past and focus on the
future, then this new reality can be achieved.

And | would like to suggest that there are three primary pillars that
governments and hopefully the people can focus on as they work to
formulate and create policies that can help to achieve this vision.

Those three common pillars — | think the first is to recognize and
secure the independence and stability of each participant in this com-
munity. The problems of the past focused on this problem. And if we

Thank you very much. I'm pleased to be here. A visionary
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will recognize and secure the independence and stability of each
nation and their independence and stability in terms of energy, securi-
ty and economy, then we can work toward building this kind of
visionary future.

Second, | think we can recognize that there is a common cultural
heritage, common cultural values and certainly common human val-
ues in this community, which is based upon human relationships, per-
sonal commitment to families, personal commitment to education and
a building of community.

Third, there is a common need and objective to improve, to achieve
and to secure the prosperity and economic strength of each country.
These are the three pillars that can build a common community in
Northeast Asia.

Certainly, the regionalism and nationalism of the past can be over-
come by focusing on these three common pillars and can lead to build-
ing cooperation that will secure the independence, the security and the
economic prosperity of each participant.

And by focusing on, | think, these three pillars, we can solve the
nuclear problem in North Korea. After all, North Korea seems to have
pushed their nuclear agenda to secure their own independence and
security. And | think by ensuring the independence and security of
each participant in the community, we can ensure that North Korea
need not have a nuclear agenda.

Clearly, if you look at the economies in the region, these are the
largest economies in the world and will continue to be so into the
future. This is the center of real technology, a center of real education,
and that permits growth and prosperity. And if the nations will focus
on these three areas in pursuing common policies and objectives, | for
one am absolutely convinced that a Northeast Asian community can
be a reality not simply a vision.
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A European Perspective
on the East Asian Community

John Swenson-Wright

y thanks to the organizers for the privilege to participate
M in this conference and to make my remarks to such a dis-
tinguished audience and my fellow panelists.

| found Professor Moon’s paper fascinating and stimulating, as well
as suggesting a number of potentially very positive scenarios for the
future.

I’d like to make a number of points: some speculative, some slightly
polemical - all confined, because of time constraints, to the rather
amorphous sphere of “soft” rather than “hard power.”

First, if 1 may begin with what is really a question, couched as an
observation. Professor Moon remarks early on, on page 2 of his paper,
that “It is the collective memory of the historical past that shaped an
East Asian vision of community building in the region.”

It is true that the past has often been a spur to regional cooperation
and common purpose. At the same time, as we all know, the past also
continues to dog relations between countries in the region. Sometimes,
the collective memory breaks down in conflicting personal and rival
national interpretations, as we have seen in the running debate over
textbooks and competing territorial claims, between China, Japan and
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South Korea. In this regard, perhaps the Roh administration should be
singled out for praise and commendation in leading the way by grap-
pling so decisively with its own past — in particular by steadily declas-
sifying more of its government records — I’'m thinking here of the
decision last year to release important government files relating to the
1965 normalization talks between Japan and South Korea and docu-
ments relating to the assassination of the wife of Park Chung-hee in
the early 1970s.

Quite separate from the vexed question of the legitimacy of claims to
particular territories, such as the Takeshima/Dokdo dispute, the will-
ingness of the Roh administration to commit to open and transparent
government as one of its principal policy goals provides an important
example to other countries in the region. In particular, | suspect that
this process of declassification, if it continues, will have consequences
domestically that may be hard to address or manage, not least because
it may mean that many Koreans will be forced to consider the role and
responsibilities of themselves and their parents during the long period
of Japan’s colonial control of the peninsula. Paradoxically, this may
create a more nuanced and reflective view of the past that may open
the door to historical reconciliation between the ROK and Japan. I'm
reminded here of a European parallel — not an original observation on
my part, but a point that many others have made in different circum-
stances. The example | have in mind is contemporary France and the
consequences of a more open debate about the German occupation
period, a debate that has challenged notions — some would say
‘myths’ — of who resisted, who collaborated, who merely compro-
mised with the governing authorities. We can see this in earlier revela-
tions regarding the role of former President Mitterand and his connec-
tion with the Vichy government. If a similar process were to occur in
Korea, would it lead to a less black-and-white, less Manichean view of
the past...and by extension a less instinctively critical view of the
actions of all Japanese during the colonial period - opening the door
perhaps to deeper understanding between the people of the two coun-
tries? Whatever the outcome, | think the Roh administration deserves
great credit for taking this important, but difficult step of opening up
its government files.
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Second, I'd like to venture an opinion rather than posing a question:

In building a new East Asian community, we should, it seems to me,
be careful to avoid the temptation to assume that the choice is a
zero-sum one between bilateralism and multilateralism or that one
particular type of institutional architecture needs to be privileged over
another. In this respect, | feel that the example of Japan is instructive.
IR specialists like to talk of the country’s post-war ‘dual hedge’
between its reliance on the United States on the one-hand and its
UN-centered diplomacy on the other. In pursuing both options simul-
taneously, Japanese leaders appear to have broken free from the per-
sistent prewar dilemma of choosing between Asia and the West- the
familiar Datsu-O/Nyu-A debate. One could perhaps go further and
see in Japan’s regional diplomacy, particularly toward Southeast Asia,
more evidence of the country’s at times successful attempt to promote
regional stability via a variety of overlapping and complementary ini-
tiatives, embracing cooperative and collective security, and regional,
sub-regional and trans-regional initiatives. Critics have charged that
this suggests a lack of focus and the absence of any strategic thought,
but this seems overly harsh.

In combining such approaches, Japan has been pursuing a “bridge”
strategy — immortalized in the words of Nitobe Inazo, the 19th centu-
ry Japanese thinker who studied at Johns Hopkins University — my
own alma mater. This bridging role — in effect acting as a mediating
influence between potentially rival powers — is perhaps not that fun-
damentally different from the “balancer” concept that the Roh admin-
istration is pursuing by developing its links and policy dialogue with
China and moving away from a full-blown embrace of security coop-
eration with the United States. In turn, this raises the question of what
is likely to make such an approach successful. A necessary, although
perhaps not sufficient, requirement is personal engagement, individ-
ual human contact and educational exchange. Just as Japan was able
to, and continues to, capitalize on its long history of educational
exchange with the United States, so too the ROK is able to credibly
present itself as a pivotal player in the region in part by virtue of its
expanding educational links with China. The recent figures are
instructive in this regard. In 2003, 77,682 foreign students were study-
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ing for advance degrees in China - of these, 35,363 came from South
Korea; 12,765 from Japan, and remarkably, from United States, only
3,693. If we're trying to identify future trends, this seems undoubtedly
an important figure to watch, suggesting one reason — perhaps not a
decisive one — for suggesting that the United States’ ability to play a
role — both in leading and equally important — in understanding the
region may be diminishing.

Third, focusing on educational exchange leads me on to my next
point. And, here, | hope you’ll forgive me for making a Eurocentric
case. Part of Prof. Moon’s paper rightly tackles the vexed and trou-
bling question of defining the region. We all know of the difficulties of
drawing precise geographical and cultural boundaries in East Asia —
given the prevalence of crosscutting territorial and boundary disputes
and the ethnic and linguistic diversity of most states in the region
(with Japan and the ROK as perhaps the two main exceptions where
ethnicity is concerned.) Faced by such problems, some have suggested
that in defining the appropriate actors for inclusion in the region, we
should concentrate instead on functional definitions — stressing the
importance, for example, of trade, investment and security interdepen-
dence — typically in a way that makes the case for a continuing Amer-
ican role in the emerging East Asian community. However, the func-
tional argument — when taken further — also opens the door for a
European role in peace promotion and conflict resolution. And here, |
suppose — and not too surprisingly given my academic background,
I’'m thinking most immediately of the potential power of education as
a means of resolving conflict and promoting peaceful change. As I'm
sure many of you are aware, there are a number of European educa-
tional institutions that over the past few years have opened their doors
to visitors from North Korea — a process that has been made easier by
the establishment of diplomatic relations between the North and most
of the states of the European Union (France being the main exception.)
Educational exchange is perhaps one of the least contentious and — at
least in the medium to long-term — most effective ways of bringing
the North Koreans back in from the cold, particularly now that there
are signs that the DPRK leadership is willing (money permitting, of
course) to send large numbers of students overseas for undergraduate
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training — all in a way that does not seem that dissimilar from the
experience of China 25 or 30 years ago. Europe’s potential and actual
comparative advantage in this regard seems self-evident, particularly
given the immediacy of the local security challenges in the region and
popular suspicion of the North (especially in Japan), that stands in the
way of Asian-based academic exchanges. In Europe, the Stockholm
School of Economics has provided valuable training in market eco-
nomics for North Korean officials, Switzerland and Germany have
both been involved in academic exchanges, even my own East Asia
Institute at Cambridge has over the past year been involved in serious
discussions to bring students, from a range of academic disciplines, to
study at our university. In looking to the future, it would seem sensi-
ble to encourage such initiatives, by securing support from institutions
and organizations both within and outside the region.

Finally, of course, moving such initiatives from the realm of rhetori-
cal commitment to practical reality, takes resources — both financial
and political. Sadly, on both counts, there appears to be an all-too-tan-
gible gap between the will of interested parties in Europe and their
respective governments. While both Koreas have recently turned to
European states as potentially influential interlocutors and intermedi-
aries in resolving the current deadlock over the six-party talks, local
European governments seem disinclined or powerless to act, despite
increasing public pressure from the European parliament for Europe
to play a more high profile role in brokering a resolution of the current
nuclear talks - if only because of Europe’s past financial commitment
to KEDO-the Korean Peninsula Energy Development Organization.
Here, speaking purely from the perspective of the United Kingdom,
one of the shortcomings is the relatively marginalized status of Korean
studies in my own country. While the Labour government has recently
acknowledged the strategic importance of Chinese and Japanese stud-
ies as future areas of academic development, it is striking how little
attention is paid to Korea, despite its pivotal role in the region. It may
well be that Korean interests — either governmental or private sector
— need to act as catalysts, providing the encouragement and financial
support that are necessary to keep our subject alive and ensure a
future generation of bona fide Korea specialists.
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Why does Europe matter? Well, not only as an intermediary — or to
put it slightly differently, a ‘third way’ — to borrow a much overused
phrase — out of the current diplomatic impasse, but also because it can
serve as a powerful example. The recent French and Dutch referenda
bring us back to a powerful and unavoidable reality — namely the
importance of maintaining a connection and a dialogue between gov-
erning elites and the people they govern. The European example, in
the last few weeks, seems to have demonstrated unquestionably the
importance of rooting regional initiatives securely in some sense of
local legitimacy — precisely the sort of “participatory Northeast Asia”
that Professor Moon talks about in his paper. I’'m not sure how this can
be achieved. In Europe, we have witnessed a debate over whether the
abortive constitution is indeed a constitution, a founding document, a
charter sketching out the future, or merely a treaty. Does East Asian
community building require something comparable — a collective
agreement or common statement of purpose that goes beyond the
imaginative brokering of deals between elites (with varying claims to
legitimacy in the eyes of their own public)? Does South Korea’s own
experience, most importantly perhaps the powerful example of the
role of the internet generation in determining the outcome of the last
presidential election, have anything to teach us about the importance
of popular participation on legitimizing government decisions and ini-
tiatives? I’'m not sure | know the answer, but it seems to be a question
worth posing not only in Korea, but more widely throughout the
region.
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No Easy Route for
Community-Building

Charles E. Morrison

t the outset | would lie to express my appreciation to the
AJeju provincial government and the other organizers of the
Third Jeju Peace Conference for their invitation. | also
appreciated and enjoyed the presentation by Dr. Chung-in Moon,
which provided in his characteristic fashion such a comprehensive and
thoughtful exposition of the Northeast Asia Cooperation Initiative. As
Dr. Moon outlined, the NEACI provides a long-term vision of a peace-
ful, prosperous community of Northeast Asian societies, which share a
common vision of their future and which interact harmoniously with
broad East Asian, Asia-Pacific and global communities as building
blocks of global order. The question, always, is how to get from here to
there. All would agree that there is no easy and direct route.

North American and Northeast Asian thinking about peaceful, pros-
perous international communities is often formulated with the suc-
cessful model of Europe in mind. Indeed, Dr. Moon refers to the Euro-
pean Union in the first sentence of his paper, and later he describes last
year’s agreement to have an East Asian summit as setting in motion “a
historic process of creating an East Asian version of the EU.” Since an
East Asian political union is nowhere on the horizon, | often think that
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the broader Atlantic community encompassing Western Europe and
North America may be a more likely if less concrete and formalized
model. But whether we look at only Western Europe or the broader
North Atlantic world, we refer to the same historic achievement. An
area that was a cockpit of national rivalries and world wars in the first
part of the 20th century became a “zone of peace” within which mili-
tary conflict had become unimaginable in the latter part of the same
century. This certainly stands as one of the greatest accomplishments
in the international relations of the past century, and if that zone can
be extended across the Pacific or duplicated in East Asia, it will be a
signal accomplishment of the first part of the 21st century.

This is what | believe the NEACI — as well as the ASEAN + 3 and
APEC processes aim to achieve. | suspect that the European/Atlantic
model has a special attractiveness for Koreans not just because it
ended the historical large power conflicts in Europe that had claimed
so many smaller countries as victims, but because it was also the con-
text in which Germany was reunified. But how did it happen and to
what extent is it really relevant to Northeast Asia and beyond?

Several features of the European/Atlantic model stand out. First,
there had been a long historical and cultural interaction among Euro-
pean countries, whose civilization was extended into North America.
Second, the disastrous wars and depression of the first half of the last
century vividly demonstrated the bankruptcy of the older nationalistic
rivalries. Third, the extraordinarily leadership in continental Europe
based the new community around cooperation between former rivals
France and Germany. It also had strong support from the United
States, both because of the previous failures and because of the new
Cold War rivalry. Since the United States undertook the primary bur-
den for security for Europe, it was not an issue for French-German
rivalry. Indeed, the Soviet threat further united European sentiment
and assured continuing U.S. support. Fourth, the economic and politi-
cal union in Europe grew incrementally among countries that were
willing to participate and shared common values. The community did
not exist in any substantial fashion among countries with different sys-
tems. Fifth, the cooperative model underway in the core area proved
tremendously attractive to others. It was a significant factor in the
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transformation of Spain, Portugal, Greece and Eastern Europe from
various forms of dictatorship to democratic societies. This happened in
part because of cooperation and confidence building across the bor-
ders.

There are parallels and differences in Northeast Asia that suggest
both the feasibility and the difficult challenges of community building
in this area. Like Europe, the countries of Northeast Asia have had a
long history of interaction and culture sharing. Like Europe, the region
also suffered enormously from war in the first part of the 20th century,
continuing through the Korean War. Most of Northeast Asia is experi-
encing, as outlined in Dr. Moon’s paper, a process of rapid economic
integration within the context of globalizing forces.

But as a political project, community building in Northeast Asia is in
its very early stages. There is no clear structure of leadership compara-
ble to the French-German project. As Stapleton Roy, my colleague in
the U.S. Asia Pacific Council, put it recently, “We have earlier concepts
of an East Asian co-prosperity sphere driven by Japan, and now we
have new concepts driven by China. But we have no concept of a
regional community driven by China and Japan working together.”
Nor does the United States play the same role as in Europe since it is
not perceived as providing security for the region by both Japan and
China. There is little sense of common threat.

In the absence of Japanese-Chinese joint leadership, there is some
potential for smaller countries to play a role, for example, the ASEAN
group in the ASEAN + 3 project and Korea among the “+3.” But
whether smaller powers can “drive” a process is very questionable,
particularly if the larger powers prove unwilling.

Another important difference between the European/Atlantic
model and the NEACI model is that the latter seeks to build bridges of
cooperation across countries of different systems. This not only
deprives the community of a strong sense of common values but
means that differences must be confronted with the proposed commu-
nity. Systemic differences present some challenges in the case of
China, which has been integrating its economy into the global system
but which is making slower changes in its social and political life. The
much more difficult case, of course, is North Korea, for which there is
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no parallel in the European/Atlantic model. North Korea is not only
more repressive and closed than any European Marxist state was (with
the possible exception of Albania), but it is producing fissile material
outside the nuclear non-proliferation regime, thus becoming a serious
security problem.

The Northeast Asian cooperation process is a long-range one, but
the North Korean nuclear issue is an immediate and very dangerous
issue. We cannot seriously discuss a cooperation initiative that
includes North Korea without addressing this issue. Nor can we pre-
tend that a long-term, slow moving cooperation process itself can gen-
erate a solution to the current nuclear crisis with its more immediate
and urgent time horizon.

In a conventional or covert military sense, North Korea may no
longer be a significant offensive threat to its neighbors. But the produc-
tion of fissile materials, whether or not they are fashioned into deliver-
able nuclear weapons, is a global as well as regional threat. If such
material became available through North Korea to terrorists deter-
mined to use it, it could be used in an attack many times more devas-
tating than 9-11. While such an attack could theoretically take place
anywhere, the United States is the most likely target of such an attack.
For this reason the North Korean program directly threatens the vital
security interests of the United States.

Even if the North Korean government does not condone sales or
transfer, we have no assurance that this could not take place anyway
as we would know next to nothing about the storage and security of
such materials. And because North Korean institutions have a narrow
base of legitimacy, the eventual collapse of the regime cannot be dis-
counted, and this could result in a “loose nukes” problem.

Thus the North Korea nuclear issue should be the first order of the
day for Northeast Asian cooperation. | think the best chance of stop-
ping this threat lies in a “united neighborhood approach.” And thus,
while the six-party talks process is very important for discussions with
the North Koreans, the priority must be in bringing the other five
countries around a common and determined approach involving both
pressures and incentives.

As part of this approach, we need to outline the potential benefits to
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North Korea for undertaking NPT obligations, including the benefits if
might derive from enhanced Northeast Asian cooperation. However,
this may not be very attractive to the North Korean elites since they
may in fact believe that more intense cooperation is the most serious
threat to their status and survival. Economic cooperation can only be
offered and not forced upon them.

This raises the question of how willing partners should proceed
even if North Korea is reluctant. In the European case, the willing part-
ners moved ahead, allowing the union to expand when other countries
were ready and met the political and economic norms of the commu-
nity.

Finally, let me offer a thought on the possible role of Jeju. If the
region can get beyond the North Korean problem and build a coopera-
tive relationship between Japan and China in which Korea is an essen-
tial partner, the Northeast Asian cooperation process will eventually
need a secretariat. It surely cannot be either in Beijing or Tokyo. Nor
does it seem likely that it could be in either Seoul or Pyongyang. Nor
would Ulan Bator or Khabarovsk be very appropriate. So if Jeju has
the appropriate transportation/ communications links, a physical and
social infrastructure supportive of a small foreign community, and a
strong desire to host the common institutions, could it not become a
Brussels of Northeast Asia?
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The Roh Moo-hyun Government
and the Northeast Asian
Cooperation Initiative

Meihua Yu

fter the post-Cold War period and following the collapse of
Athe bipolar system, a new period of change has arrived.
Through this change, the direction of Asia’s development

has become of great interest to the countries in the region.

Where is Asia headed? The subject of the present forum is an answer
to this problem. This forum not only shows Korea’s willingness and
determination to promote the establishment of a Northeast Asian
cooperative framework, but also reflects the general view of countries
throughout the entire Asian region.

I would like to discuss three views in light of the Northeast Asia
Cooperation Initiative that the ROK government hopes to achieve.

View 1. Korea’s constructive attitude will serve as a catalyst in
the formation of a Northeast Asian cooperative frame-
work.

First, President Roh Moo-hyun personally petitioning in its favor
has made a large impact. From the moment the participatory govern-
ment began, President Roh has consistently emphasized the impor-

Northeast Asan Cooperation Initiative 263

tance of Northeast Asian cooperation. When President Roh made an
official visit to China in July 2003, he gave a speech on Northeast Asian
Cooperation initiatives at Beijing’s Tsinghua University. During the
lecture, the president said that the era of Northeast Asia was dawning
and that both Korea and China, as the center of the Northeast Asian
region, should join hands to work toward achieving peace and pros-
perity in Northeast Asia, which he emphasized was the historical task
set before the two nations. Additionally, he said that achieving this
required the cooperation of the various nations of the Northeast Asian
region, and that mental barriers had to be pulled down in favor of rec-
onciliation and cooperation, in order to plant the seeds of peace and
prosperity.

During his speech, he said that Northeast Asia was fully capable of
becoming a center of commerce, one which possessed ample aspects of
production and investment, finance and commerce, knowledge and
technology, and that the region had the capacity to lead the way in
world peace and development.

At this point in time, this opinion seems an extremely forward-look-
ing and perceptive judgment and the fact that this is the president’s
view shows that the public’s interest in Northeast Asian cooperation
will only rise over time.

Second, the South Korean government’s concrete measures for a
Northeast Asian community can become a driving force in the forma-
tion of a Northeast Asian community. In order to further advance
Northeast Asian cooperation, the South Korean government has estab-
lished a presidential committee, and with establishing the goal of an
open Northeast Asia, a symbiotic Northeast Asia, the government
established a number of projects, including the enactment of a
mid-to-long-term national strategy on Northeast Asia, the building of
a Korean Peninsula peace structure and security cooperation, the pro-
motion of the Northeast Asian community and others. Beyond these,
the government also established the roles that the ROK has to play in
the stages of establishing a Northeast Asian regional community.
These are namely playing the role of a bridging country in cooperation
between major continental powers and maritime powers, and serving
as a middleman that fosters conducive thoughts on exchanges to solve
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the problems of Northeast Asia arising from various countries. These
all point to South Korea playing the role of a cooperation-promoting
country.

Third, in the fields of industry, academia and research, promotional
activities and research on Northeast Asian cooperation are actively
taking place. This too can play an active part in promoting the estab-
lishment of a Northeast Asian cooperative body. This forum too falls
under the category of being one of the most important enterprises in
international exchange activities.

Accordingly, in terms of activities furthering Northeast Asian coop-
eration, the South Korean participatory government’s fortitude and
spirit, will and determination, goals and measures are not only lifting
the country’s national resources and competitiveness, but are helping
to improve understanding and cooperation among all countries. Even
if the road ahead will not be smooth, Korea’s positive attitude will be
an important catalyst in the project of building a Northeast Asian com-
munity.

View 2. The possibility of realizing a Northeast Asian communi-
ty exists.

The basis for this is as follows.

First, the major trend of creating economic zones becomes a driving
force. Following the post-Cold War period, economic globalization
and regionalization is becoming a major trend. As you may well
know, Europe is emerging as a major leader of this trend with North
America continuing to follow closely behind, and South Asia, Latin
America and Africa are also in the process of facilitating regional coop-
eration. This kind of worldwide trend will serve as a driving force in
the formation of a Northeast Asian community.

Second, an advantageous economic groundwork has been laid.

Today, Northeast Asia holds an increasingly important position in
the world economy. Northeast Asia makes up 40 percent of the total
Asian landmass and is rich in natural resources and has a large mar-
ket, and its industry and commodities structures complement each
other, and the security of its trademarks is strong. After the Cold War,
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economic development was one of the major goals of national policy
for countries within this region, with the major results achieved. The
GDP for 2003 in the region formed 20 percent of the world GDP, and is
expected to command at least 30 percent in 15 years. This situation is a
favorable founding condition for the building of a community.

Economic interdependence is high. In 2004, China’s dependence on
Korean trade was at 7.7 percent, while its dependence on Japanese
trade stood at 14.5 percent; Korea’s dependence on Chinese trade was
at 18.8 percent, and Japan’s dependence on Chinese trade was 16 per-
cent. This shows that the necessity of mutual cooperation is growing.

The areas of cooperation are vast. At present, information and com-
munications, energy, resources, environmental protection, transporta-
tion and many other sectors are fully potential areas of cooperation.

Third, common ground exists in traditional culture. During Presi-
dent Roh’s speech at Tsinghua University in China, he said that ‘The
countries of Northeast Asia, centered around Korea and China, share
traditional values and a Confucianism heritage that has a worldview
of humanism, coexistence, peace and harmony. This worldview is a
precious inherited ethos that is possessed by all the peoples of North-
east Asia.” These kinds of cultural elements are also forming an impor-
tant cornerstone for the creation of a Northeast Asian community.

Fourth is that the diplomatic environment is becoming relatively
relaxed. After the Cold War, relations among the major powers in the
region have become relaxed and heated antagonisms have disap-
peared.

In accordance with the fostering of exchange and the strategic posi-
tioning of each country within the region, peace and development
have become the center of national policies. China’s policy of a “peace-
ful rise,” Korea’s “peace and prosperity” policy and North Korea’s
“independent power” policy serve as examples.

Even though South-North relations are still complicated, it continues
to move in the general direction of an inter-Korean assistance based on
kinship.

The prevention of the proliferation of nuclear weapons and war is
becoming the common will of nations throughout the region.

These four security elements will allow for the creation of a prosper-
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ous, peaceful environment for the building of a Northeast Asian com-
munity.

Fifth is the fact that the three nations of China, Korea and Japan can
show that they play the role of leading nations. Begun in 1999, the
three nations leaders’ meeting became officially established in 2000
and in October 2003, the leaders of the three nations signed the “Joint
Statement on the China-Japan-Korea Cooperation Initiative” in
Indonesia, and on Nov. 3, 2004, the three-party committee introduced
a China-Japan-Korea cooperation action strategy. Beyond that, using
research conducted in each country, the three nations presented a vari-
ety of concrete proposals on the Tumen River Area Development Pro-
gram, a Northeast Asia economic bloc, an energy cooperation initiative
and on a variety of other noteworthy projects. Currently, the three
nations are developing collaborative projects in the environmental
protection industry area, including research into yellow dust pollution
and environmental education, and have achieved substantive results.
Additionally, Korea and Japan have continued to offer financial sup-
port to industries that promote Northeast Asian cooperation.

If the nations’ projects in four area—the declaration of cooperation,
economic scope, human resources and technological capital—converge
well, I believe then that this can provide a great moving force in build-
ing the Northeast Asian community.

Sixth, the experience of the EU and other regional communities can
be used as references. The experiences that correspond with Asia’s
particular circumstances can be used to help create a model for the
community.

View 3. Hardships, which are not a few, must be actively con-
quered.

Even if the beneficial conditions analyzed above are laid out before
us, this does not mean that a community will be created overnight.
Furthermore, resolving the “four handicaps” in the security
field-namely, the nuclear problem, the Cold War structure on the
Korean Peninsula, the strengthening of the US-Japan military alliance
and the territorial and historical disputes between Japan and its neigh-
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boring countries-is becoming an important issue. These four challeng-
ing factors are historical yet also real problems. On a fundamental
level, the competing national interests of major powers are included in
this, as well as the complicated interests among nations in the region.

Thus, in a short period of time, we must fully recognize this bottle-
neck and the obstacles that are making these problems impossible to
solve, and we must gain determination in overcoming them and
steadily continue the project of community-building.

Finally, I will raise a number of suggestions to promote the shaping
of the community in an effective manner.

A “Northeast Asia Community Initiative Committee” should be
established. Through this, we can research activities related to commu-
nity-building and promote them on a regular basis.

Diverse forms of dialogue and exchange involving government and
civilian participation should be developed. Through these activities,
the strategic importance of reciprocity can be increased, while doubts
are overcome and trust achieved. And as the awareness of a Northeast
Asian consciousness and living community is cultivated, trust and
cooperation, coexistence and mutual prosperity can be realized.

Cooperation should start with easy things first and deal with the dif-
ficult issues afterwards, meaning that collaborations in the economic
sphere should be initiated first and political cooperation should take
place later.

While China, Japan and South Korea should continue to play the
role of motivating forces, Japan should raise Asian consciousness and
get rid put an end to heavy historical baggage.

Developing countries working to raise their economic status should
be assisted and a way must be found to eliminate economic differences
in the region. In order to achieve this, South Korea’s major inter-Kore-
an cooperation projects—Mt. Geumgang tourism, the Gaesong Indus-
trial Complex and the Gyeongui and Donghae line railway linkage—
should continue forward. It is advisable that the U.S. and Japan pro-
vide a stable environment where the North Korean economy can inte-
grate with the international economy.

The six-party talks should continue, because it is the best way of
solving the nuclear problem.
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The Northeast Asian Cooperation
Initiative and the Role of
the ROK Government

Nodari Simonia

fter President Roh Moon-hyun’s inauguration on Feb. 25,
A2003, his government launched an ambitious initiative
aimed at creating a peaceful and prosperous Northeast
Asia. The Presidential Committee on Northeast Asian Business Hub
was established. Its task was to carry out the initiative by creating
financial and logistics hubs as well as promoting cooperation in the
areas of business, energy and transportation. Since then, broad discus-
sions have started among local and foreign experts and politicians.
Some accused the government of weakening Seoul’s influence in
broader Asia due to its focus on the North Korean nuclear issue and
its efforts to make the nation a Northeast Asian business hub. They
think that now that the integration progress aimed at the creation of
an East Asian community has started, the Korean government must
play its balancing role in this broader context more actively. Accord-
ing to their opinion, this is the unique role that Korea can play. It can
act as a balancer between China and Japan on the one hand and
between ASEAN+3 on the other (see editorial in Korea Now, Dec. 11,
2004, p. 4).
In my opinion, strengthening cooperation first in the framework of
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the Northeast Asian region is unavoidable for any real success in the
process of building an East Asian community. On the contrary, if
members of the Northeast Asian region are divided among them-
selves, the process of forming any East Asian community will be
marred by contradictions and severe competition for leadership
between such giants as Japan and China, the signs of which are
already evident in Asia. So at the current stage of historical develop-
ment, the “narrower” geographical approach of the Korean govern-
ment in my personal view is much more justified, and | fully agree
with President Roh’s understanding of the contemporary situation in
the Northeast Asian region, which he expressed in his speech before
more than 800 students at Moscow State University on Sep. 24, 2004.

He said: “Even now, when the Cold War system has dissolved, the
structure of distrust and hostility has not been fully eliminated. Under
such circumstances, we are not able to pursue unity. We should start
with the economic field, which will help enhance trust. To begin with,
networks of logistics, energy, and information and communications
should be established to lay the groundwork for common prosperity.
Ultimately, the task should be completed by achieving economic integra-
tion through trade liberalization within the region. If the economics are
integrated, it will lead even to multilateral security cooperation, as past
experiences show ... It is essential for both the people and leaders in
Northeast Asian countries to equip themselves with a new paradigm of
reconciliation and cooperation as well as of mutual trust and coexis-
tence” (Korea and World Affairs, Vol. XXVIII, No. 4, Winter 2004, p. 419).

I agree with Prof. Chung-in Moon’s proposition that the “Northeast
Asian Cooperation Initiative for Peace and Prosperity (NEACI) can be
defined as the nation’s long-term strategy” (his paper, p. 8). It's very
important to keep this in mind because Korea itself must do a lot of
things to prepare itself for the mission defined in the initiative, and
first of all, in the sphere of economy. As it was described in an issue of
Korea Now (April 3, 2004, p. 14): “There has been growing awareness
that in order to reach the long-awaited $20,000 per capita income,
Korea needs new industries that will drive the country’s economic
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growth in the future and that nurturing promising new industries is a
must, not an option. That is particularly so considering the situation
facing Korea. Sandwiched between advanced Japan and rapidly
emerging China, Korea has to find new sources of economic growth
energy.” So the Presidential Advisory Council on Science and Technol-
ogy selected 10 major industries from a larger list of the most promis-
ing businesses compiled by the industry-related ministries. As | under-
stand, to fulfill such a task takes a lot of time, energy and precise coor-
dination of efforts from both sides — government and private busi-
ness.

In The Korea Herald (Aug. 24, 2004), Mr. Seonji Woo has published an
article in which he comes to the conclusion: “With the reshaping of
regional politics, Korea’s foreign policy faces daunting and unfamiliar
challenges. The presence of a strong China and a strong Japan at the
same time is unprecedented in modern history. South Korea has the
responsibility to play a bridging role between Tokyo and Beijing.” It is
very easy to formulate such an ambitious task, but the real question is
“how?” How is South Korea going to play this role, what specific tools
and magic arguments is she going to use for solving the existing con-
tradictions between China and Japan? Especially taking into account
unsettled territorial disputes (Diaoyu Islands), differences concerning
the Taiwan issue, controversies over the interpretation of historical
events in Japanese textbooks over issues of aggression, occupation, etc.
Not to mention the more deep-rooted contest for leadership in Asia. In
fact, South Korea, on the one hand, itself has many of the same kind of
misunderstanding problems with Japan, and on the other hand, is seri-
ously engaged in discussions with China about interpretation of his-
toric records concerning the ancient kingdom of Goguryeo.

Once again, | agree with Prof. Chug-in Moon’s explanation in his
papers that the notion of a “regional hub” in the government initiative
must not be interpreted as “the center of physical power and geo-
graphic landscape in the region.” But very controversial interpreta-
tions of Korea’s role as an “economic hub” are still frequent in some
publications. For example, in Korea Now (Oct. 30, 2004, p.26) one
author writes: “Capitalizing on its geographical advantage and super
logistical and industrial infrastructure, Korea is poised to reinvent
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itself as the economic nerve center of Northeast Asia ... Caught
between two economic giants, China and Japan, Korea’s economy, the
third-largest in Asia, faces the risk of being “nutcrackered.” With
China developing rapidly, Korea regards the next five years as being
critical to turning itself into a Northeast Asian economic hub.”

And as a final remark, the ROK really can play a role as a
“bridge-building” state. But not alone. A “bridge” has two sides, and
to use a bridge, you need close partners. For example, to play the role
of a bridge between the Asia-Pacific region and Europe, you need to
connect the Trans-Korean railways with the Trans-Siberian line, which
means that Korea and Russia together will play the role of
bridge-building states.
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Northeast Asian Cooperation
and Community-Building:
A U.S. Perspective

Kent E. Calder

world is gradually gaining a sense of the long-run implica-

tions of that momentous event. The North-South summit
clearly triggered a historic, deepening economic and social interaction
across the Demilitarized Zone, as symbolized in remarkable new rail-
ways across minefields, family visit exchanges and the advent of the
Gaesong Special Economic Zone. Yet it has also led to deepening
geo-strategic tensions, related particularly to North Korea’s nuclear
program, and adverse international reaction to it. These tensions have
led to a moratorium on the promising KEDO energy development
project, and to the serious prospect of economic and political sanctions
against North Korea itself.

The United States, of course, has figured centrally in these momen-
tous developments of the past half-decade, even if the initial
North-South rapprochement was not of its making. Building on the
initial momentum of the Pyongyang Summit, the Clinton administra-
tion began a serious exploration of prospects for deescalating tensions
between North Korea and the broader world. These culminated in rec-
iprocal visits by high North Korean military leaders and by U.S. Secre-

F ive years beyond the Pyongyang Summit of June 2000, the
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tary of State Madeleine Albright to each other’s capitals, before
foundering in technical talks held in Kuala Lumpur on the North
Korean missile program.

The Bush administration, by contrast, has been much more cautious
in engaging the North, and in supporting others in such efforts. The
ill-fated Kim Dae-jung Washington visit of March 2001 showed these
patterns clearly. So has the escalating confrontation over the North’s
alleged dual plutonium and HEU nuclear programs, from October
2002 on.

In understanding American perspectives on Northeast Asian coop-
eration, it is crucial to see them in both a historical and political-eco-
nomic context. The telescopic lens of history allows one to best under-
stand the institutions through which America deals with Northeast
Asia, and especially the skewed security and economic parameters of
that relationship. A political-economic perspective further clarifies
American attitudes by identifying the incentives that operate both on
the U.S. government and on the American business community as
they consider Northeast Asia’s future.

I. The Embedded Impact of History on American
Institutions in Dealing with Northeast Asia

Americans played surprisingly important roles in opening North-
east Asia to the outside world, considering the relatively limited U.S.
global role in the mid-19th century, when these events transpired.
American missionaries and traders were among the earliest Western-
ers on the China coast, apart from the Portuguese and the Dutch.
Matthew Perry and his black ships opened Japan to the West in 1854,
while Americans soon thereafter pioneered relations with Korea also.

Yet these early pioneering steps by missionaries and other visionar-
ies were not followed by substantial economic involvement, in sharp
contrast to American relations with Europe and Latin America. Ameri-
can entrepreneurs may have built the first Seoul subway in the 1890s.
Yet their economic involvement in Korea, Japan and even northeast
China was relatively minimal throughout the first half of the 20th cen-
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tury — indeed, down to the recent past. It was to be security, rather
than economics, that would shape American institutions and percep-
tions in dealing with Northeast Asia.

Two critical junctures have profoundly shaped American policy and
perspectives on Northeast Asia: the Pacific War (1941-1945) and the
Korean War (1950-1953). Although armed confrontation with Japan
lasted for much of the first half of the 20th century for Chinese and
Koreans, and involved bitter colonial as well as wartime experiences
for them, war with Japan was much briefer for Americans. It did not
engender such enduring enmities, and was followed by a generally
peaceful and cooperative American occupation of Japan that was
longer than the Pacific War itself.

The process of drafting the San Francisco Peace Treaty with Japan
was led by a nephew of Woodrow Wilson’s Secretary of State Robert
Lansing, in the person of John Foster Dulles. Dulles feared that a vin-
dictive peace settlement might de-legitimize Japanese democracy and
breed revanchism in the same way that the Versailles diktat led to the
rise of Nazism in Germany. World War I, in short, had rather limited
long-term impact on US-Japan relations, despite its more substantial
implications for the nations of Northeast Asia themselves.

The Pacific War, however, did have major implications for the insti-
tutional machinery through which the United States conducted its
diplomacy with Northeast Asia in succeeding years. It led, most
importantly, to a powerful American military presence all along the
eastern rim of Asia — in Japan, the Philippines, Taiwan and Korea.
This broad regional presence was greatly strengthened, especially in
Korea and Japan, by the Korean War.

The Pacific and Korean Wars created a powerful American military
presence in Asia. They also gave it fateful institutional strength in
American policymaking toward the region — especially toward Korea,
and secondarily toward Japan. U.S. Forces in Korea (USFK) are com-
manded, for reasons of both history and strategy, by a four-star gener-
al, one of the highest-ranking officers in the U.S. military, with direct
links to the Pentagon. This general has enormous weight in both U.S.
governmental deliberations within Korea, and also in American for-
eign policy toward the peninsula more generally. In Japan, the local
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U.S. command presence (USF)) is led only by a three-star general, out-
ranked by the Korean command, but likewise an important voice in
American policy formation.

On the political-economic side, American relations with both Korea
and Japan have — in sharp contrast to the military — been both under-
developed and asymmetrical. Until the Asian financial crisis of
1997-1998, American firms had remarkably limited presence in both
countries, compared to that in major Allied nations of Europe and
Latin America. And the U.S. sustained huge and continuing trade
imbalances with both nations, despite the presence of vigorous local
Chambers of Commerce.

I1. A Different Heritage for Sino-American Ties

The heritage of history for US-China relations, of course, is some-
what different, coming closer to Latin American patterns than those of
Japan and Korea. The United States, of course, lacks military bases and
military commands in China, biasing local American interactions, at
least, in a more economic direction. The early modern history of
US-PRC relations — between Nixon’s 1972 visit to China and normal-
ization with Beijing in 1979 — also biases US-China relations in a more
economic direction. It was in that period that the US-China Business
Council, for example, was founded, during which it gained an institu-
tional legitimacy with the Chinese government never attained by its
counterparts in Japan or Korea. The director of the USCBC, for exam-
ple, continues to be accorded vice-ministerial protocol status on trips
to Beijing, as an atavistic heritage of pre-normalization efforts to culti-
vate the United States. AMCHAMSs in Seoul and Tokyo, by contrast,
never get this semi-diplomatic treatment.

I11. Emerging Profiles of Economic Relations

Economic patterns in U.S. relations with Northeast Asia mirror, in
important ways, the institutional biases created by history. American



276 Building a Northeast Asian Community[Val. 1]

economic relations with Japan and Korea are heavily rooted in trade
and finance. American direct investment in both is remarkably small,
compared to most parts of the industrialized world, although it began
to rise significantly in the aftermath of the Asian financial crisis.
Despite its strong security ties to both nations, the United States has
remarkably few economic “assets on the ground” in either nation.

China, once again reflecting embedded institutional history as well
as underlying factor endowments and comparative advantage, is a
somewhat different story. There is substantial American direct invest-
ment there, and an economic counter-balance on the ground to securi-
ty concerns. Yet most American assets and corporate interest in China
are along the southeastern coast, with relatively little involvement
northeast of Beijing.

History has thus failed to create strong American political-economic
stakes in Northeast Asia — either public or private. It has, however, as
a result of two major wars that America fought in the region, created
strong military concerns and institutional stakes. Thus, there is a per-
sistent tendency for American policy toward the region — at least in
the absence of strong determination from Washington to the contrary
— to give precedence to political-military concerns when they are in
tension with economic or purely idealistic considerations. This bias
can certainly be overridden by the emergence of new economic stakes
and clear presidential leadership. Yet it is important to note the institu-
tional bias that the heritage of history imposes on American policy
toward Northeast Asia.

The bias of the American political economy away from Northeast
Asian development toward other parts of the world, may be rein-
forced by financial trends since 1980. Before that time, Northeast
Asia’s extraordinarily high national savings were largely recycled
within the region, especially into real estate. Since the liberalization of
Japan’s Foreign Exchange Law in December 1980, however, those
funds have been flowing heavily into American financial assets, espe-
cially U.S. Treasury bonds.

These trans-Pacific capital flows have, of course, become very
important in stabilizing the U.S. dollar and American capital markets
in the face of heavy U.S. domestic consumption and massive trade
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deficits. Accelerated economic growth in Northeast Asia would proba-
bly have little short-run effect on them, due to the massive scale of the
trans-Pacific flows. Yet the fact that such dynamic trans-Pacific flows
have emerged over the past two decades, and that they create an alter-
native to investments within Northeast Asia, certainly does not
enhance the prospects for large-scale Northeast Asian development
projects emerging.

IV. The Changing American Political Economy

On the positive side, the U.S. political economy has certainly become
more international and more responsive to global economic forces
over the past two decades. The share of trade in American GDP has
risen, and the country has become dependent on capital inflows of
well over $1 billion a day to finance its massive current account
deficits. Americans have come to appreciate foreign investment, while
American firms also scan the globe intensively looking for investment
opportunities.

A generation ago, America’s Snow Belt industrial base, centering on
Midwestern states like Michigan, Ohio and Pennsylvania, was a bul-
wark of protectionist sentiment. It incited protectionist policies in steel,
autos and related sectors. Such states are still pivotal politically, as evi-
denced in the 2004 presidential election, yet their policy influence has
clearly declined.

Since the election of John F. Kennedy in 1960, every elected U.S.
President has hailed from a Sunbelt state, such as Texas, California,
Arkansas or Georgia. Such areas, where sectors like agriculture,
defense and construction, which do not fear foreign competition are
dominant, have tended to be highly international in their orientation,
supporting America’s deepening globalist orientation in economic
affairs.

Such a globalist perspective should in principle serve as a strong
basis for deepened American economic ties with Northeast Asia. That
certainly could be the case, especially as Northeast Asian real assets
depressed by years of stagnation appear to be distinctly undervalued
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in many parts of the region. Yet American firms, like the U.S. govern-
ment, often tend to view Northeast Asia hesitantly, due to their rela-
tive lack of economic stakes in the region, and the uncertainties related
to the nuclear situation. As a consequence, the profile of local incen-
tives available and how they relate comparatively to opportunities
elsewhere in the world become critical considerations in attracting
American firms.

V. Grand Designs in Political-Economic Context

In thinking about grand designs for Northeast Asia from an Ameri-
can perspective, it is thus crucial to understand how they relate to the
embedded biases and priorities of American politics and policymaking.
The foregoing analysis has suggested three such dispositions: (1) A
tendency to prioritize security considerations; (2) Limited sensitivity to
economic opportunities in Japan and Korea, contrasting to somewhat
greater appreciation of prospects in China; and (3) A tendency to
weigh opportunities in Northeast Asia in a global calculus, against
possibilities in many other areas of the world.

Americans differ marginally on a partisan basis regarding Northeast
Asian development, to be sure, as a result of the contrasting policies
toward Korean issues pursued by the Clinton and Bush administra-
tions. Democrats currently often tend to be somewhat more support-
ive of the concept, and supportive of its implications for the United
States. Yet both Democrats and Republicans are profoundly influenced
in their thinking about Northeast Asian economic initiatives prospec-
tively involving North Korea by both nuclear uncertainties and the
surfeit of attractive global investment opportunities elsewhere in the
world.

Viewing Northeast Asian issues from a trans-regional perspective,
most Americans would see resolution of the North Korean nuclear
issue, on terms obviating any possible terrorist threat, and assuring the
geo-political stability of the Northeast Asian region, as a crucial pre-
condition for realization of any “grand design” for the Northeast
Asian region. Few, apart from regional specialists and a few major
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construction and resource firms, would have much intrinsic interest in
the concept. Yet if the benefits for regional stability and for American
commercial interests were more clearly specified, and a link to resolu-
tion of the nuclear crisis were more clearly drawn, they could poten-
tially come to find the notion of a “grand design” attractive.

The great utility of a “grand design,” from an American perspective,
could be in providing the “carrot” that would make resolution of the
nuclear crisis attractive — indeed, compelling — not just to North
Korea, but to nations throughout the region. By spelling out infrastruc-
tural needs — a regional electric power grid, railways across the
region, airports, and long-distance gas and oil pipelines, for example
— and identifying priority projects that could be supported with aid
funds contingent on resolution of the nuclear crisis, such a “grand
design” could intensify the momentum for resolving the crisis itself.
Such a design could give concrete guidance to the World Bank, the
Asian Development Bank, the International Monetary Fund and other
multilateral agencies, as well as the Japanese and other national aid
programs, which would likely be the implementing organizations for
such a grand design.

To reiterate, for virtually any American administration, the legitima-
cy of the “grand design” concept would be profoundly related to a full
resolution of the North Korean nuclear crisis. On this matter, the Unit-
ed States would be unlikely to compromise much, if only because its
own economic stakes in Northeast Asia are limited, and the perceived
security costs of allowing North Korea to become a full-fledged
nuclear weapons state are so high. A “grand design” could, to be sure,
outline the profile of a very sweet carrot for resolution of the nuclear
crisis. But in the view of almost all Americans — Democrats and
Republicans alike — carrots alone are unlikely to bring this crisis to a
resolution.

There is, of course, the conceptual possibility of a “Pakistan solu-
tion” — that after a decent interval the United States might implicitly
recognize the recently declared North Korean nuclear capacity, and
proceed with business as usual. Whatever the prospect of such a
development at the diplomatic level-and it seems to me slim — it
seems unlikely that the United States would assent to large-scale loans
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from muiltilateral institutions to support large-scale infrastructural pro-
jects involving a nuclear North Korea, at least as long as Paul Wol-
fowitz is president of the World Bank.

In the absence of a clear and relatively draconian resolution to the
North Korean nuclear crisis, there are thus only three feasible possibili-
ties for the Northeast Asian “grand design”: (1) Implementing ele-
ments unrelated to North Korea; (2) postponing implementation of the
plan to await resolution of the North Korean nuclear crisis; or (3) fund-
ing implementation of the plan outside the current multilateral finan-
cial framework, where the United States has de facto veto power.
Many important elements of a “grand design,” such as reinforcing the
role of Korea as a transportation hub for the region, could no doubt be
implemented without regard to the North Korean crisis, and are in fact
in the process of implementation right now.

Air and rail transport facilities in the Russian Far East and northeast
China could also similarly be upgraded and preparations made for
major expansions in gas and oil pipeline systems, to exploit Russia’s
enormous energy resources for the benefit of the entire Northeast
Asian region. The United States would certainly have little objection to
such developments, and would no doubt particularly applaud them
were there opportunities for American firms involved.

VI. Conclusion

The United States, as we have noted, played a central role in open-
ing Northeast Asia to the broader world over a century ago. Yet the
U.S. maintains curiously limited economic stakes in the future of the
region today. For most of the past century, America’s primary interests
in Korea, China and Japan have been political-military in nature. Two
of America’s major military conflicts, the Pacific and Korean Wars,
have originated in the region, and their embedded impact on both
American perceptions and policy institutions for dealing with North-
east Asia remains substantial.

The United States itself, over the past generation, has clearly become
steadily more global in its economic interests and security concerns.
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Although it has historically lacked strong economic links to Northeast
Asia, such globalism, combined with traditional American pragma-
tism, could well make it receptive to new opportunities within the
region. Yet Washington would need to see a conclusive resolution to
the North Korean nuclear crisis as a clear precondition. Without such a
resolution, it seems unlikely that the United States would support the
heavy capital commitments by multilateral financial institutions like
the World Bank and the Asian Development Bank that would most
likely be needed for any “grand design” with a North Korean compo-
nent to be realized. The alternative could be more limited variants of
the “grand design” involving only the other five parties to the current-
ly stalled six-party talks.
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Internet Innovation in Northeast Asia

Jae-woong Lee

guests, especially in Jeju, which is my second hometown. | am

also very pleased to speak briefly about prosperity. It’s a peace
forum, but it’'s good to speak about prosperity, which is a very
important factor to keeping peace. For a few hundred years, East
Asia, Northeast Asia, was not a leader of innovation. It should not be
an exaggeration to say that all the major innovations originated from
the so-called Western world since the industrial revolution. But if we
think about the last 10 years, then the wave of innovation is chang-
ing. We can see that and we can feel that. For example, Korea is now
being regarded as the most wired nation and also one of the most
creative content-producing countries in the region. Also, many Kore-
an companies are taking leadership of technological innovation.
Korea has made great success in the last ten years. But this is not a
Cinderella story about just Korea.

China and Japan are evolving very fast toward a network society
with mobile and Internet power. Today I'd like to address to you why
I think these kinds of trends will continue and why Korea and the
other Northeast Asian countries will take the lead in the so-called

I t’s my big pleasure today speaking in front of such honorable
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Internet innovation of the world. There are some impressive facts and
trends as Kim Shin-bae has summarized very well in his speech. | will
just be short.

You know, infrastructure-wise, Korea, China and Japan are the
world leaders in terms of Internet usage, Internet broadband, wireless
and Internet population. Also, knowledge and creativity-oriented
industry-wise, Korean society and Northeast Asian society are soci-
eties which have deep respect about knowledge-based information
and culture. And also Korea, China and Japan have a very good tech-
nological background to keep advanced technology developed. Also,
if you see the Korean, Chinese and Japanese markets, each individual
market is large enough. But also with the markets together, the North-
east Asian market is one of the biggest markets in the world. The Inter-
net is moving forward the barriers between nations and that’s making
the companies in these regions already successful companies compet-
ing on a global scale.

These facts and trends are impressive, but we also should under-
stand how the Internet could change the way of doing business, creat-
ing content and changing culture itself. For example, in 80 percent of
the usage of our Internet portal services, users come from contents that
users have created. This means normal Internet users armed with digi-
tal cameras, broadband-connected computers and their mobile phones
are creating their own contents. And then the other users are spending
80 percent of their time reading, watching and listening to those con-
tents. This is a totally different trend than before. Before, the contents
were created by major publishers, studios, which were backed by big
money. That day appeared to be mass. But it’s now being changed.
Before, the contents market was dominated by major studios, major
publishers, as it was impossible to buy and sell contents less favorable
to them.

But now, as the Internet made it possible for users to buy and sell
non-blockbusters, near amateur contents, it is offering a new horizon.
For companies which have the ability to sell these kinds of content, it’s
not only giving more chances to make business incentives for creators,
but also giving them incentives to build contents to create culture and
change in the new society. This is giving an upgrade to creative con-
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tents and the creativity of normal people. It has given the opportunity
to the people to be more creative and also made a new business model,
which can be well-distributed between countries as well as between
classes.

As the Internet is now creating the new model - a perfect competi-
tion market, it means if there is enough knowledge power, you can
change the market dynamics and it is giving the opportunity to the
people of Northeast Asian countries to participate in the Internet revo-
lution which will lead the world. Having hundreds and millions of
people who have know-how and experiences in this revolution will be
a great asset for the countries to take a lead in the worldwide revolu-
tion.

Also, the Internet, a new paradigm of business, is giving an opportu-
nity to young entrepreneurs, which didn’t exist before in this region.
Many big conglomerates and state-owned companies were leading the
economy of East Asia until 10 to 20 years ago. You can find many
young entrepreneurs. You know, the word “young” doesn’t mean a
young age, but a young culture and an open mind. Young-minded
people are going toward a highly different attitude of business, armed
with technology, knowledge and creativeness, and dashing toward the
other countries in a new business environment and having tight coop-
eration with other Northeast Asian countries. | think this is a hope.
Today we talk a lot of building trust between peoples in Northeast
Asian countries. We’re already having some sense of a Northeast
Asian community in the business world. And also, we are,
step-by-step, building trust in that sense. This is why we should have
hope that we can build a great prosperous Northeast Asian communi-
ty in some sense. And it will lead to peace in the future.

As a conclusion, now East Asian—Northeast Asian countries,
including Korea—are having a great chance to lead not only renova-
tion, but also the social and economic innovation of the world. And
for that we’ll need a tight cooperation. Maybe for that, ideas like, as
Kim Shin-bae proposed, having a council, having more meetings and
more private and public sector cooperation will be needed. That will
lead to peace as well.

Thank you.
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Northeast Asia’s Pivotal Role
In the Global Economy

Shin-Bae Kim

I. Northeast Asia’s Current Position and Role
in the Global Economy

As regionalism, together with globalization, spreads around the
globe, the current world economy is moving under a tripod structure
consisting of the EU, NAFTA and the East Asian economy. In this
environment, the Northeast Asian economy represented by Korea,
China, Japan and Russia is currently leading the East Asian economy.
Because the size of its economy has been growing remarkably, the
Northeast Asian economy has now cemented its position as one of the
primary props of the global economy.

In fact, the Northeast Asian economy achieved growth rates which
were 150 percent higher than those of the overall global economy. It
now represents approximately 20 percent of the entire world’s GDP,
16 percent of the total trade volume, and 42 percent of the foreign
exchange holdings. This means it is constantly strengthening its influ-
ence over the global ecomomy.

The Northeast Asian economy has taken strong steps to promote
trade based on the complementary specialization structure between its
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<Table 1> Current Status of the Northeast Asian Economy (2004)
(in 100 Millions USD)

Item Korea | China Japan Russia | Sub-Total | World
Economic
4.7% 9.5% 2.7% 7.1% 6.0% 4.1%
Growth Rate*
75,802
GDP 6,805 16,494 46,680 5,823 408,606
(18.6%)
28,560
Trade Volume| 4,769 11,548 9,463 2,780 180,000
(15.9%)
Foreign
13,100
Exchange 1,554 4,033 6,735 778 31,000
(42.3%)

Holdings(‘03)

Source: Global Insight, The Bank of Korea
* Growth rate compared with real GDP in 2003

countries. This is one of the main reasons that it has solidified its posi-
tion in the global economy.

Despite geographic contiguity, as well as complementary natural
resources possessed by each country, the substantial integration and
cooperation enjoyed by the EU and NAFTA were not seen in the
Northeast Asian economy in the past. This was largely due to histori-
cal and political reasons and the gaps in each country’s economic
development phases. However, Korea and Japan are currently actively
supplying raw materials and capital goods to China, and China pro-
duces consumer goods and exports them back to Korea and Japan, as
well as the U.S. and Europe. With this complementary specialization
structure between countries, the Northeast Asian countries have revi-
talized their domestic economy by enlarging the scope of their balance

<Table 2> Korea, China and Japan’s Trade Volume in East Asia

Year Korea China Japan
1980 31.9% 46.2% 23.8%
2003 45.9% 49.7% 40.1%

Source: IMF 2004
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of payments surpluses in international trade, in spite of the current
high oil price. As a result, the trade volume between Northeast Asian
countries increased by 40 percent to 50 percent.

However, some industrial experts keep pointing out that the North-
east Asian economy’s export-driven cooperation structure is vulnera-
ble to external impacts, such as other economies placing pressure on
protectionism. To protect itself from these outside risks and to bolster
the groundwork for stable economic development, the Northeast
Asian economy must place its focus on strengthening cooperative ties
among all of the Northeast Asian industries. It must also make a
greater investment in social infrastructures, as well as activities to pro-
mote domestic consumption.

When one considers its spreading effects on the social and economic
infrastructure, and the development of other industries, it becomes
obvious that the Northeast Asian countries must put their first priority
on mutual collaboration and investment in the information communi-
cations industry.

Il. The Changing Environment in the Information
Communications Industry and
the Necessity for Mutual Collaboration

At this time, each of the countries in Northeast Asia has secured
global competitiveness in the information communications industry
by responding to the knowledge-based information society in a timely
way. In so doing, their outstanding growth rates in information com-
munications have exceeded their overall economic growth rates. This
has played a key role in accelerating the development of their overall
national economies.

Korea stands unchallenged in CDMA mobile communications tech-
nology and has the world’s best level of broadband Internet infrastruc-
ture, as well as mobile terminal production lines. China is building a
stronghold in the information communications equipment manufac-
turing arena while concentrating on the advancement of wireless net-
works based on the huge domestic market. Furthermore, Japan has
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enhanced its technological competitiveness throughout the traditional
information communications product line. Because Japan launched
commercial WCDMA mobile communications services before service
providers elsewhere, Japan currently has the world’s largest subscriber
base.

As information communications markets around the world, except
some of the emerging markets, are close to attaining maturity, we
should not expect the outstanding growth rates we have been enjoying
in the recent past. The market is being restructured in such delicate sit-
uations as a saturation of the telecom service penetration ratio, intensi-
fied competition and a general reduction of the telecom operators’
profitability.

Amid this backdrop, great efforts are being made to overcome these
challenging market environments by finding new growth drivers.
Constructing a ubiquitous service environment within the digital con-
vergence trend is one of the new attempts to break a slowing growth
deadlock.

Digitalization in the information communications industry was initi-
ated when traditional analog-based wired and wireless communica-
tions systems and networks were converted to digital. Furthermore,
wired and wireless communications networks are integrating into
Internet protocol (IP) networks due to the rapid development of the
Internet. Simultaneously, data transmission technology has made
great progress, and the broadband network has been adopted at a
rapid pace. In terms of terminals, a wide spectrum of state-of-the-art
wired and wireless devices has been introduced. This includes high
performance, subminiature and mobile type devices. Thanks to the
introduction of high-capacity networks, network integration into IP
networks and advanced information processing devices, consumers
are able to enjoy a variety of information and financial services with a
single mobile device, anytime and anywhere. These include banking
transactions, product information and location information, as well as
high-capacity data content, such as movies and music.

In the future, information communications services will be deployed
in such a way that information devices and networks will be seamless-
ly connected, and products and services in the information communi-
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cations industry will be converged with those of other industries. This
will usher in a ubiquitous service environment that lets consumers
enjoy the services they desire, anytime and anywhere. This new para-
digm of the information communications industry will create bound-
less market opportunities due to its characteristic social and economic
infrastructure, and the spreading effects to allied industries will be sig-
nificant. The information communications industry will take the initia-
tive in leading us into the ubiquitous 21st century world economy. In
this regard, the competition to break into this market early on will be
intense.

In conclusion, the Northeast Asian countries are required to embrace
new technological standards that become stepping stones to help them
break into global markets. They are also in need of being equipped
with new future growth engines, such as convergent and ubiquitous
services that are based on strong footholds in the domestic information
communications markets. These factors ensure that the Northeast
Asian economy will play an increasingly pivotal role in the global
economy.

I1l. The Task and Its Solution

To continue to accelerate the growth of the information communica-
tions industry, the joint construction of test beds for new commercial
services and R&D cooperation for the development of new technolo-
gies is essential. These matters have been discussed for a long time
within the Northeast Asian economy. However, substantial progress
has not been made due to a lack of cooperation in the development of
these processes and systems between private and government sectors,
and differences in the technology and market maturity among the
countries. There has also been a tendency toward excessive preserva-
tion and protection of technology based on nationalism.

Above all, we must channel our energy toward attaining economic
cooperation designed to promote the Northeast Asian economy. To
this end, solutions must be found for the conversion of those locked
out in the past. That is to say, complementary combinations of each
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country’s industrial characteristics and the improvement of systems
and processes for cooperation between private and government sec-
tors are required.

First, we will need to share the understanding that individual coun-
tries cannot adequately respond to, or even survive in, the bloc econo-
my and globalization taking place in the information communications
market.

Under the umbrella of the global economy, the scope of competition
in the marketplace has been extended to the global market, and the
development of a bloc economy in each region around the world is
now underway. The Vodafone Group’s business launch in Japan as
part of its series of global strategies, the multinational telecom equip-
ment makers’ advancement into the Chinese market, and the launch-
ing of strategic alliance communities like Freemove and Starmap,
which are designed to extend the service coverage and sharing of the
subscriber pool between European telecom service providers, are all
examples of these trends.

Second, based on the changes in these understandings, we will need
to cooperate with one another by complementing each country’s
weaker factors while recognizing their predominant factors.

Not long ago, Korea and Japan jointly launched the world’s first
commercial satellite digital multimedia broadcasting (satellite DMB)
service. This is a good example of successfully launching a business by
cooperation between two countries, minimizing the mutual invest-
ment risk in the launching of the satellite. This was a success in spite of
fact that the two countries have different market characteristics. In
addition, Korea supported the successful launching of CDMA mobile
communications services in China when Korea shared its experience
and know-how regarding commercialization of this service with China
Unicom of China during the initial stages of introducing the CDMA
mobile phone service. This has paved the way for the Northeast Asian
economy to stand tall on the world stage in the CDMA mobile com-
munications arena. The first three “CDMA Operators Summits,” a rep-
resentative council of CDMA operators around the globe, took place in
China, Japan and Korea consecutively. This also demonstrates that the
Northeast Asian countries have emerged as a major power in the
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CDMA field and have gained worldwide recognition.

Third, the establishment of a joint council of both private and gov-
ernment sectors is required. Previously, joint cooperation of private
and government sectors within individual countries was conducted,
but the cooperation at the level of the Northeast Asian economic bloc
was limited. In this regard, | would like to suggest that
government-led meetings like the “Korea China Japan IT Ministerial
Meeting,” which has been regularly discussing a cooperative plan for
the information communications industry between governments, be
extended and developed in a way that the private sectors of each
country can participate in the meetings. As the private sector discusses
business cooperation-related matters to create tangible results, and the
government sector harmonizes the private sectors’ different views in
terms of policy guidance, the establishment of a substantial coopera-
tion structure between countries will ensue.

IV. Epilogue

As | mentioned earlier, in spite of the fact that Northeast Asian
countries are located in a similar cultural circle, the cooperative rela-
tionship among them was somewhat estranged compared with that of
other economic blocs. This is no doubt due to historical and political
reasons. In the future, the world order will be shifted from traditional
political and military fronts to economic and cultural fronts. In line
with this, it is my fond hope that the Northeast Asian countries will
work hard to enhance cooperative ties in the information communica-
tions industry by promoting new growth drivers for the development
of both the national and regional economies. This will lay a solid foun-
dation for the building of a prosperous Northeast Asian economic
bloc. I also sincerely hope that we will continue to develop and
strengthen mutually beneficial partnerships among the member
nations of Northeast Asia.
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Overcoming Obstacles to
Regional Economic Integration

Cai Rang

the distinguished guests here. | did prepare a presentation, but
because of the time limitation, | will express my opinion very
briefly.

After an almost whole day of meetings, | heard many people talking
about regional economical integration. It seems to me that everybody
likes the concept of building a Northeast Asian community toward
peace and prosperity. But the problem of the present is that there are
still many obstacles in this direction. One thing is that political rela-
tions among the three major countries are not so balanced or divided
as economic ones. There are some areas of dispute that get even more
serious and are hard to dissolve. There is a so-called, as we know, a
honeymoon for the economy and a cold winter for politics, which
causes a negative influence on economic cooperation and develop-
ment. To tell you the truth, as entrepreneurs, we're satisfied with the
progress in economic development and cooperation, but sometimes
dissatisfied or even worried about some unpleasant phenomena.

I am really delighted to be here to get a chance of speaking with
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So, a couple of suggestions.

Avoid the negative influence of politics on the economy. Politicians
from all countries should seek common grounds, while putting aside
differences. They should address the overall situation, foster mutual
trust and solve contradictions wisely. What we need is a stable and
favorable environment. In this, we can do business, can live a peaceful
life and enjoy the results of fast growth. | think those are the responsi-
bilities of government and politicians. Really, they should do some-
thing concrete and meaningful. Don't just keep talking. Talk is cheap.
It is easier to move your lips than anything else.

Besides economy and politics, the third factor, “culture,” should be
taken into account. Culture also can contribute a lot to the establish-
ment of regional economical integration. The culture of Northeast Asia
is characterized as a Confucian-based culture. Confucian culture is
far-reaching and profound, which guides people to be kind, loyal, har-
monious, peaceful, diligent and to give priority to the family and educa-
tion, etc. For the past 2,000 years, it has fostered a common and power-
ful cohesive force among Northeast Asian people. And in the future, its
value, function and impact will never be neglected.

As an active factor of productive non-political ties among Northeast
Asian countries, the business leaders from China, Japan and Korea
should bravely have historical responsibilities. They should view his-
tory and the future in the perspective of a pragmatic way. In the
future, entrepreneurs can have more voice in the decisions of the poli-
cymaking process. Also people need to talk, as the chairman men-
tioned, to communicate face-to-face like today. So, one of my specific
suggestions to the organizers of this forum is would you please con-
sider the possibility of providing the platform and your forum for
more entrepreneurs from this basis to get together to communicate
with each other to create a bright future? Thank you.
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Problems of Global Financial Stability:
A Practical Approach

Mikhail V. Ershov

table long-term country and regional development is possible

only if the monetary and financial environments do not under-

mine economic fundamentals and a create solid basis for doing
international and domestic business.

The domestic component becomes particularly valid since the glob-
alization and global “interdependence” that it creates makes all the
economies highly vulnerable to a “financial tsunami.” As a result, not
only export/import and other international companies are affected but
also companies involved in purely domestic operations become sub-
jected to external shocks. This creates a new environment, leaving no
“cushions” or “cinches” that might remain intact despite instabilities
and could thus help to cope with the unfolding crisis.

Capital flows and exchange rate instability should be most closely
watched as the potential sources of crisis. One of the recent G-7 meet-
ings (2005) outlined the role of exchange rates and was correct to
emphasize that “exchange rates should reflect economic fundamen-
tals” and that “excess volatility and disorderly movements in the
exchange rates are undesirable for economic growth”.* Regional as
well as vehicle currencies at times show excessive volatility, which
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may hamper international development.

In view of the foregoing, it is particularly important to raise ques-
tions about the aptitude of the system in place, to promptly stabilize
the situation when the crisis breaks out.

Indeed, the international foreign exchange system does not look
healthy today. In the 1990s, its “mono-centrism” based on U.S. curren-
cy, which required the dollar itself as a centerpiece of the system,
should play a pivotal role in providing overall systemic stability. And
the logical question that was frequently asked was, “How healthy is
the dollar?” It is known that its “track record” is not impeccable. It
rests on all the distortions of the dollar-creation mechanisms of the
Bretton Woods system, which made it possible to avoid the necessary
control procedures and built-in safety “cover-ratios” (i.e. “monetary
base/gold reserves” in the first place) that could prevent the system
from collapse. As a result, the inadequate cover of U.S. dollars by gold
made it impossible for the U.S. to do dollar-gold conversions (as the
international obligations implied), which caused the collapse of the
Bretton Woods system. (Mimeo: In the crisis terminology of the 1990s,
the inability of countries to observe their international obligations is

<Table 1> Monetary base of the dollar and reserve assets of U.S. authorities
(1970-1971; 1995-2003)

Ratios 1970 | 1971 | 1995 | 2000 |2003
International liquidity*/monetary base 015 (014 {039 | 021 |0.23

International liquidity/ “debt-adjusted” dollar base** |0.033 |0.033 |0.032 |0.020 |0.021

* includes foreign exchange, reserve position in the Fund, SDR, official gold
reserves (gold is revalued at market price)
xincludes monetary base, federal debt, netted out of the U.S. government secu-
rities with the Federal Reserve Banks
Sources: Ershov, “Monetary mechanisms of the modern world: crisis experi-
ence of the late 1990s,” Economica(2000). Author’s calculations are
based on the Federal Reserve and the IMF data.

1 Statement of G7 Finance Ministers and Central Bank Governors(London, Fed. 4-5,
2005).
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qualified as a “default.”)

The gold/dollar base cover stayed at less than 20 percent prior to the
Bretton Woods collapse. At present in the new financial environment,
the ratio remains at below 25 percent and with allowance for federal
debt which at some point could be monetized and thus eventually
transformed into the monetary base, the “would-be” cover goes below
5 percent. (See <Table 1>)

The above data should be also viewed against the backdrop of the
continuous growth of U.S. trade and fiscal deficits. The total combina-
tion of all the factors makes the dollar-based world monetary system
highly fragile. These alerting tendencies have drawn the attention of
Some economists.

P. Volcker, former Federal Reserve chairman, said that there is a 75
percent chance of a currency crisis in the United States within five
years.?

M. Obstfeld, K.Rogoff wrote that the current conjuncture more close-
ly parallels the early 1970s, when the Bretton Woods system
collapsed.®

M. Ershov said that the prospects of the U.S. dollar and eventually of
the international monetary system look problematic.*

The concerted efforts of domestic and international institutions are
needed to attain international financial stability, thus encouraging the
overall economic development of the world. Coordination becomes
increasingly important, as global integration takes root, making
national borders less meaningful and often not leaving much room for
instruments of national regulators. At the same time, the cumbersome
and overly-regulated decision-making mechanisms of international
agencies seem to lag behind the rapid pace of the global economy, thus
putting this important element of the world economy on an “off-main-
stream” ground.

2 “How Long Might the dollar Sink,” The Economist(Nov. 13, 2004).

3 M. Obstfeld and K. Rogoff, “The Unsustainable U.S. Current Account Position
Revisited,” National Bureau of Economic Research(Oct. 2004).

4 M. Ershov, “Monetary mechanisms of the modern world: crisis experience of the
late 1990s,” Economica(2000).
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The further development of regional integration and the emergence
of the new “pillars” (the euro and other regional monetary agreements
that may potentially emerge) could diversify the “monetary environ-
ment,” adding balancing elements to the system. The monetary
“mono-centrism,” or more recently, the “bi-centrism” that prevails at
present should gradually give way to a more heterogeneous picture of
monetary “polycentrism” (with an Asian monetary bloc becoming a
significant element, among other things). In total, such “architecture”
will make the world economy more balanced and protected from
modern risks. At the same time, this will require very close coordina-
tion of all the policy measures.

Economic history has repeatedly shown all the vices and virtues of
capital flows, which can be a “locomotive” of growth or on the other
hand, also put in jeopardy the stability of global and national
economies, and thus bring economic growth to a halt. M. Mussa for-
merly a Member of the U.S. Council of Economic Advisers and Direc-
tor of the Department of Research at the IMF said that “High openness
to international capital flows, especially short-term credit flows, can be
dangerous for countries with weak or inconsistent macro-economic
policies or inadequately capitalized and regulated financial systems”.*

The modern economy should create efficient mechanisms assuring
safe and sustainable flows of capital. These mechanisms could play an
important role in providing adequate resources for development and
at the same time minimizing all the risks that traditionally are associat-
ed with the capital flow process. The need for regional/international
lenders of last resort becomes more obvious as “bank runs” or other
crisis developments occur. The very fact that such “contingency instru-
ments” do exist will play a stabilizing role for market participants.

The “financial stabilizers” should also rely on a system where an
adequate balance among all the market players is achieved. Regulators
and their instruments of supervision will be a lot more efficient when
market participants (companies, banks, etc.) work in compliance with
“market discipline” criteria and make business decisions that poise

5 E. Kaplan and D. Rodrik, “Did the Malaysian Capital Controls Work?”” National
Bureau of Economic Research (Feb. 2001).
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their own interests with overall economic considerations (similar to
the actions of U.S. business in the aftermath of 9/11), enabling stable
business and improving the regional and world economic climate.
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For the Prosperity of
the 21st Century

Eiichi Nakajima

Organizing Committee’s invitation to the Third Jeju Peace
Forum, here on the beautiful island of Jeju.

It has been 60 years since Dynatec Corporation, which is now run by
me, was initially founded. Its line-up worldwide is now producing
some of the world’s best products for the international market. We
have built a strong center of production in China and are linked with
German enterprises in EMI Shield Vacuum Evaporation techniques,
thereby promoting greater value-added exchange.

Let me briefly introduce what | think are the “Five Stages of Global-
ization” for a corporation.

The first stage is the exportation of domestically produced products.

The second stage is the establishment of sales networks in major
international markets.

The third stage is to establish production centers in those markets
while making sales at the same time.

The fourth stage is to engage in the process of localization, forming a
trinity of R&D, production and sales.

The fifth and last stage is the attainment of the highest levels in

F irst of all, I would like to express my great appreciation for the
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human resources, capital, products and information.

When a corporation reaches that fifth stage, it has already become
one of the best. The reason for this is that once the corporation acquires
the strength of localization and achieves an extensive scale and broad
knowledge, it can produce the highest quality products in those
regions with the lowest cost of production and sell them in the mar-
kets with the highest purchasing power.

In Japan, there are already many corporations that have reached this
fifth stage, though it took them more than thirty years to reach that
stage. Korea has already reached the fourth stage, while China is mak-
ing a threateningly rapid growth as exemplified by the 2008 Beijing
Olympics and 2010 Shanghai Expo.

These days, we hear almost every day in newspapers and magazines
news about the economic movements of many Asian countries, as well
as those of ASEAN. Numerous products made in many Asian coun-
tries are already widely used in our daily lives.

Furthermore, more and more people are concerned about Japanese
industries disappearing from Japan and making a national ghost town,
as Japanese corporations move their plants to several other Asian
countries.

Especially, the appearance of the so-called BRICs (Brazil, Russia,
India and China) and even countries like Thailand, Vietnam and
Turkey, which are achieving economic growth rates of more than nine
percent a year, serves as an indicator of Japan’s economic diminish-
ment.

The problem, however, is that as their economic growth rate rapidly
increases, the gap between the rich and the poor enlarges while the
destruction of the environment becomes a reality in these developing
countries as well.

If we could predict the world changes for the rest of the 21st century,
we could understand what Asia would be like. The total GNP of Asia
already exceeds that of the United States or the EU. If economic
growth in Asia continues at this current speed, it is certain that Asia
will be the next super power continent of the world. But it will not be
that easy, since it is natural that changes made by Americans and
Europeans will follow. Nevertheless, the initiative of a United South-
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east Asia like APEC, AFTA and the EU is already happening and hav-
ing an effect, so it is just a matter of time before Asia becomes the cen-
ter of the world.

In the case of the three Northeast Asian countries — Korea, China
and Japan, it is certain that these countries will come together to form
a cooperative someday. However, there still remain divisive political
issues (history textbooks, territorial conflicts, etc.) that need to be over-
come.

Yet, we three countries — Korea, China and Japan, following the
pattern of the EU, should agree to establish a unified currency system.
This would create a more active economic correspondence and an
opportunity for agreement on FTAs. Thus, we can make the world’s
greatest market and we should try harder to become the world’s cen-
tral countries in this globalized economy.

Thank you sincerely for listening to my presentation to the end.

305

Business for a New Generation
In Japan

Kazumasa Terada

Thavasa in Japan. A lot of the time has already passed. |

will speak to you shortly for only about three minutes, and
so far much of the talk has focused on such things as politics and cut-
ting-edge technology, but in my case | am in the fashion area so | feel
that I might be able to make your minds a bit easier and lighter. I'll just
take three minutes of your time.

I will tell you a bit about Samantha Thavasa. | started my first busi-
ness at 25, and at the age of 29, opened Samantha Thavasa. We have
eight Japanese brands of bags and jewelry. We have 78 stores in Japan,
but our sales total 15 billion yen. Because of that, last year we grew by
120 percent, and this year, our goal is set at a 150 percent increase, with
the creation of 30 stores.

This fall, we will open a shop on Madison Avenue in New York in
the U.S. and make a domestic corporation there in December. We will
become the first Japanese brand to do so. And we plan on going public
on the Japanese stock market. At that point, we are thinking of branch-
ing out from fashion into various areas through various M&As.

The company known as Samantha Thavasa has been using world-

I I ello, it’s nice to meet all of you. | am Terada from Samantha
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wide celebrities as its image models for about five years. You all know
David Beckham, right? We’ve used his wife Victoria Beckham and
even Beyonce, a member of Destiny’s Child, who has won five awards,
including an Oscar and a Grammy. And as fashion icons, we use the
Hilton group daughter and also top models from Japan, and we are
now playing a leading role in many Japanese magazines.

I am engaged in the fashion industry, but my father manages a steel
manufacturing company with nearly a 100-year history in Hiroshima.
When | was young, | learned much from watching my father. In the
manufacturing industry, there was always a gap between those who
gave orders and those who received them. For example, in the process
of price bargaining, there was no pride or fruitful outcome in making
orders and manufacturing in a coercive manner.

This basically created a relationship of superiors and inferiors
through subcontracting. In starting a company, to make sure that this
kind of thing would not happen, | made sure to build relationships
with the manufacturers as business partners. This way, | hoped to
allow all of us feel a sense of pride and fruitful results in the work
together.

With our new generation, | am now in my 30s, when thinking about
what we can do as the new generation, | believe that we should
improve the distorted high economic growth created by the generation
of our fathers, grandfathers and older colleagues. | think we should
make a system that fits with the times. Because I’'m short on time, | will
summarize.

The other thing | would like to talk about is the basis of our manage-
ment strategy. Because | have a brand business with good location and
good people at its center, | believe that location, people, products and
good publicity are important. | have an example in regards to this
statement. It’s related to creating a good workforce.

At Samantha Thavasa, there are many women in their 20s, who are
in charge of a shop. At our company, the common management motto
that all the workers share is “results, trust, good rewards,” and with
everyone believing in and being grounded in this, they have felt bene-
fits and a sense of pride that they never could have imagined before.
This allows them to have thoughts that enable them to receive even
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more rewards.

For example, among women in their 20s, there are many who are
receiving at least 20 million yen a year. By making this kind of new
system, | am propelling that business. And | am doing this to help
realize a society where the next generation’s youth and young women
can be blessed with happiness.

In Japan, women’s advancement has long been forecast but rarely
has it been realized. Making company customs and a system where
young women can display their abilities will become a key to future
economic development in Northeast Asia. As we try to keep these
kinds of views alive, we are hoping to expand into Northeast Asia as
an international brand, and each month, we receive many business
offers from diverse countries. We feel the benefits of a future expan-
sion of our Northeast Asian business. Through business, the Republic
of Korea and Japan have drawn closer, and | hope to play my role in
stimulating economic cooperation between the two nations.

Lastly, I thought | might finish by saying some words in Korean. I'm
not very good though. Although I’'m not very qualified, | was invited
here, and today | am truly happy to share this place of exchange with
you — people from Korea and countries all over the world. Was my
Korean okay? | have one more thing. People from the young genera-
tion like me — we should become bridges between countries and
through diverse exchanges we should create a history and culture
together. Thank you.
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A Korean Initiative
on the Peace and Prosperity
of Northeast Asia

Su-Hoon Lee

I. Introductory Remarks

One of the goals of the Roh Moo-hyun government is to implement
“the Northeast Asian Cooperation Initiative” through an assertive role
by South Korea. The term “Northeast Asia” (NEA), of course, is noth-
ing new. However, the notion of “NEA,” as used by President Roh
Moo-hyun and his government, represents something distinctive. By
emphasizing NEA, the Roh Moo-hyun government is not only separat-
ing itself from previous governments but also seeking its own identity.

The notion itself tries to capture the structural transformation of the
world order, which has been taking place since the early 1990s. It rec-
ognizes the growing importance of NEA in the world system and also
the internal dynamism of the region. The region is undergoing a rapid
integration, but at the same time, unfortunately, threats to peace and
security are mounting. Many people have pointed out the intricate
relationship between regional peace and economic prosperity. The
current economic spurt in the NEA region could be jeopardized unless
it establishes a sustained peace. In this context, the instability on the
Korean Peninsula is the key element. Therefore, the notion recognizes
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the necessity for the Korean Peninsula to overcome its division and to
establish a peace regime to eliminate the sources of major security
threats to the region. Without peace on the Korean Peninsula, sustain-
ing peace in the NEA region is almost impossible. As you can see here,
this notion represents not simply a nationalistic initiative, but its scope
moves beyond Korea to include regional interests.

There have been ideas and initiatives concerning national develop-
ment prior to the Roh administration. Ideas like “business hub in
NEA” and “hub state in NEA” have been entertained since the early
1990s. But those have been essentially a national economic develop-
ment strategy. The hub model is nothing new. In fact, it has been
widely implemented in countries such as China, Singapore, Taiwan
and Japan. There is no denying that South Korea has tried to emulate it
in its own way but without much success. Actually, the Roh govern-
ment too has a business hub strategy to develop the South Korean
economy.

Nevertheless, when it comes to the NEA cooperation initiative, the
story becomes broader and more complicated. Time and again, Presi-
dent Roh emphasized that his initiative on peace and prosperity in
NEA must be distinguished from a national development strategy. His
initiative does not exclude economic concerns, but it represents a more
comprehensive and bolder vision toward regional integration. Given
the ongoing regional integration process, it tries to accelerate economic
cooperation and peace-building.

The initiative also embeds North Korea into the larger regional
framework of NEA. It tries to approach the issue of North Korea with-
in this framework and in turn by carrying out various NEA coopera-
tive projects tackle the problem of North Korea.

Hence, the objective of this paper is to elaborate a Korean perspec-
tive of how countries in NEA should cooperate to consolidate and
institutionalize peace and prosperity. First, it explores the issues
involved in the new initiative proposed by the Roh Moo-hyun govern-
ment. Second, it discusses its goals and strategy. Third, it tries to fill its
contents through categorizing four areas. This paper does not intend
to present itself as an academic analysis but rather a presentation of
ideas with policy implications.
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I1. Issues of the New Initiative
1. Advent of the NEA as a Reality

The potential for NEA to take a leading role as a dynamic force in
the formation of the global order has increased exponentially. The
rapid postwar recovery in Japan and the swift 1970s-80s development
throughout East Asia have by and large raised the numerical value of
this exponent. Multiplied by the geopolitical and geo-economic reor-
ganization of the post-Cold War world system in the 21st century and
China’s evolution from communist ox cart to capitalist engine at the
end of the 20th century, this numerical value increases even further.

In the midst of accelerated integration, the reality of NEA already
involves well-established regional trade, precedence on industry with-
in the global economy, and a highly regarded reputation in the
international community. The miracle economies of Japan and South
Korea helped establish a new paradigm for resource-deficient, agrari-
an-based Asian nations to gain recognition from and seek parity with
Western economies. Distinct policymaking and implementation
geared toward their own culture and local environment, buttressed by
a strong national inclination toward aggressive pursuit of economic
growth, accounted for their successes,' all of which emphasize the
diversity of Asia’s dynamism in the pursuit of prosperity.

Equally impressive have been the recent achievements of China.
Well-known is China’s similar command to capitalist transformation,
cautious yet sustained opening, and increasingly outward vision that
promises China a dominant influence on the global market and the
shifting world order. China’s ascension to the World Trade Organiza-
tion (WTO), recent manned space flight (the Shenzhou mission) and
winning the right to host the 2008 Olympic Games all represent its
extraordinary gains, outward vision and broader push for internation-
al recognition, cooperation and integration.

Russia as well is now beginning to rebound from its post-perestroika

1 Jon Woronoff, Miracle Economies (Armonk, N.Y.: M.E. Sharpe, 1992).
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difficulties, including poverty and instability, which were not ade-
guately addressed under IMF programs and funding.? In the context of
NEA, Russia currently is emphasizing cooperative regional economic
development, especially in the area of oil and gas exploration and
pipeline construction in China and the Russian Far East, cooperative
security initiatives, and even cultural cooperation (e.g., establishing the
Russian-Chinese culture commission in Moscow in December, 2000;
signing the Sino-Russian Good-Neighborly Treaty of Friendship and
Cooperation in June 2001).

What is significant in the region’s pursuit of prosperity at this junc-
ture in time is the growing collaboration and cooperation among these
nations, putting them onto a path toward integration. But considering
the scars of the region’s history and “here-today-gone-in-a-millisec-
ond” nature of the global business beast, sustainable growth for NEA
nations cannot be achieved unless certain barriers to integration are
addressed and further measures toward mutual trust and co-prosperi-
ty are accelerated. The Roh government readily acknowledges this
fact: “Commodity trade, a low level of economic cooperation, is not
enough to help resolve trade imbalances ... Thus, closer cooperation
will be needed in the fields of capital and technology. Based on such
an advanced cooperation, the NEA countries will have to develop
their relations into an EU-type economic bloc in the long term.”
Though other governments are recognizing this too,* the Roh govern-
ment has chosen to address this more aggressively.

2 Augusto Lopez-Claros, “The Recipe for Success,” Newsweek (special ed.), October-
December 2003, p. 37.

3 “Steps toward Northeast Asian FTA,” Asia Times (online ed.), July 10, 2003. Online
at www.atimes.com/atimes/Korea/EG10Dg02.html.

4 “[T]he rest of Asia is benefiting from China as a powerful source of external
demand. China, committed to promoting Asian economic integration, will contin-
ue to ‘inject vitality’ into the region’s growth in the years ahead.” (China’s Assis-
tant Minister of Commerce Fu Ziying and World Bank chief economist Homi
Kharas speaking at a seminar in Beijing on Sep. 8, 2003). “Injecting vitality into
Asian growth,” China Daily (online ed.), Sep. 9, 2003. Online at www1.chinadai-
ly.com.cn/chinagate/doc/2003-09/09/content_262655.htm.

AKorean Initiative on the Peace and Prosperity of Northeast Asia 315

2. What is NEA?

Fundamentally, the notion of NEA represents “a new spatial
imagery,” an imagery that encompasses not only South Korea, China
and Japan but also North Korea, Russia and Mongolia. Though other
well recognized terms are spoken when these nations collectively form
the topic of discussion or members of a committee, they customarily
all resonate as being inappropriate. For example, “East Asia” generally
indicates the countries of Korea, China, Japan and Taiwan, but when
used more broadly it generally includes Southeast Asia as well and
carries a connotation that is pervasively more economic than anything
else. “Asia-Pacific,” another widely used term — still very popular in
the United States and Japan — also falls short of the mark as this tag is
primarily stitched to contexts emphasizing Oceanic Asia, focusing
chiefly on the Pacific Rim.

In its own way, the notion of “NEA” as used here distinguishes itself
in two ways. First, it places a greater emphasis on Continental Asia,
that is, primarily China, while also encompassing the Russian Far East.
Second, under the Roh Moo-hyun government, the new notion stipu-
lates a more open and flexible ideal than the past notion of NEA,
which was predominately used with regard to security matters.

Likewise, the NEA initiative requires a different epistemological
understanding as well. It is not simply the idea of “Northeast Asian
hub state” or “Northeast Asian business hub.” Instead it goes beyond
economic concerns and incorporates the domains of security, culture,
energy and environment. In addition, it realizes the vital importance of
resolving one major point of regional instability and discord that has
persisted in keeping Asia from realizing its full potential: the division
of the Korean Peninsula. This idea thus intends to structurally link the
problem of the Korean Peninsula with NEA.

The notion of NEA is also a proper starting point for beginning the
“restoration of Asia.” A new historical epistemology and a new world-
view, one that sheds the Eurocentric historical worldview, are needed.
Overcoming the “power shift” in the 19th century between Europe
and East Asia and the ensuing European ethnocentric historical under-
standing and worldview, which functions as a major barrier to univer-
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salism, our aim involves the “Restoration of Asia” within our own
framework of thinking. Solving the problem of the Korean Peninsula is
one step that will lead to this restoration under an Asian framework.
And from here, the new era of NEA can aim toward overall integra-
tion in Asia on the basis of peace and prosperity. It should be clear that
we do not intend to propose another version of centrism based on
Asia.

3. Korea’s Role in the NEA Initiative

It is important that the Roh government’s new initiative for promot-
ing peace and prosperity in NEA not be misconstrued as a simple
business “hub economy” project. The economic portion of this initia-
tive does include a “hub” ambition for Korea, but the initiative is
much more than that.

Though significant growth in NEA has occurred over the last centu-
ry, it is regrettable that the common history of the region has been one
tarnished by colonialism, conflict, oppression and mutual aversion,
written largely in obstinacy and blood. Putting this past to rest by
rewriting this common history with peace and prosperity will not be
an easy publication. Multi-authored works never are. But after several
drafts and countless revisions, they tend to be the most fruitful pro-
ductions. At this point in NEA'’s history, this work toward peace and
prosperity must become the imperative, not only because its pages
will script the future for the following generations but also that of
other regions, and ultimately the environment we all share.

Thus, initiative is needed for the region to move in a unified direc-
tion. Though several barriers block the movement toward regional sol-
idarity and integration, and cloud NEA'’s future, one predominant bar-
rier that must be overcome is the rivalry between Japan and China.
Japanese imperialism of the 20th century and history of the Japanese
Army in China during World War |l have left third-degree scars on
the Chinese psyche. Despite warming relations between Japan and
China, distrust still lingers like a faint smoke.

History, memory and national myths represent the greatest obsta-
cles to an improvement in Sino-Japanese relations and pose the great-
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est dangers for future conflicts between these two Great Powers — not
so much because these issues themselves give rise to confrontation but
because they catalyze minor disputes over other issues into serious
bilateral squabbles. These ideational differences are less tractable than
the kind separating China and the United States over Taiwan. They do
not revolve around particular tangible stakes and cannot be nudged in
the direction of resolution through innovations in political arrange-
ments. Quite simply, the Chinese and Japanese neither like nor trust
one another. In each society, past, present and future conflicts with the
other feed and reinforce national myths of loss and humiliation.®

The Korean psyche, too, suffers from some of these scars and still
harbors some distrust. Historical bonds, shared pain and regional
proximity may have allowed South Korea to foster friendlier, relative-
ly more robust relations with China within the span of a decade-plus
than has Japan. But unlike China, South Korea has also had a greater
length of time to reconcile with Japan and develop an overall more
confident relationship with Japan, economically and culturally, as evi-
denced by the recent move toward advanced government-level discus-
sions on a bilateral FTA, Seoul’s repeal of the remaining import barri-
ers against Japanese cultural products and the success of their 2002
World Cup partnership. In this respect, South Korea stands as the only
country that can realistically serve as a mediator to help neutralize the
Sino-Japanese rivalry barrier. Hence, Korea’s role is central if the conti-
nental and maritime powers are ever to merge into a Northeast Asian
community.

However, while taking that central role, if South Korea is to realize
its ambition to build itself into a “thriving transnational hub econo-
my,” it will have to draw North Korea into it.° Likewise, for NEA to
achieve lasting peace and sustainable prosperity via integration, it

5 Yoshihide Soeya, Jianwei Wang and David A. Welch, “A New Look at the
U.S.-China-Japan Triangle: Toward Building a Stable Framework,” Asian Perspec-
tive, vol. 27, No. 3 (Fall 2003), pp. 215-16.

6 Woo-Cummings, “Three Mirrors for Korea’s Future,” speech given at the Uni-
versity of Michigan (April 21, 2003). Online at www.changbi.com/english/
related/related19_1.asp.
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must engage North Korea. Thus Korea must also invoke the assistance
of its neighbors to overcome its own tragic division and the current cri-
sis arising from that division, namely the North Korean nuclear crisis.
If a Shakespearean tragedy is to be avoided on the Korean Peninsula,
other regional and outside actors must make a binding commitment to
tackle the roots of the North Korea crisis. It does not envision reunifi-
cation of the two Koreas in the short or medium term via collapse of
the regime in Pyongyang, but it does require that the denouement to
this nuclear impasse be actor-written. Establishment of the “six-party
talks” to address the nuclear issue is a positive sign that all the actors
are committed to what should in the end be an ongoing effort to assist
in North Korea’s economic rehabilitation and transformation into a
reliable member of the international community. Finding a solution to
this issue is in itself a precondition for realizing regional prosperity
and increased global security. Thus, as the actors perform, and as the
final scene unravels to its end, the heroic action must not be a call to
arms but an invocation of peace to diminish the tensions, nullify insta-
bilities, work toward a “co-prosperity” that includes North Korea, and
in the long term, end the suffering of the nation’s divided peoples.
What also puts Korea in this role is its impressive record as a rapidly
growing democracy, accentuated by its well-organized and rapidly
maturing civil society. Democratization and activation of civil society
experienced by South Korea have been impressive: “instead of Molo-
tov cocktails, Korean students may stand vigil in candle light demons-
trations ... a place where people exercise the First Amendment rights of
the U.S. Constitution more freely than the Americans seem to do these
days.”” This aspect of Korea, too, places it in a good position to help
China and Japan reconcile. As it stands, considering the scars on the
region’s history, South Korea’s progress in establishing healthy rela-
tions with all of its regional neighbors and its vibrant democratic soci-
ety, makes it stand out as the only country that can serve as a mediator
to help neutralize the rivalry and heal the wounds of historical misfor-
tune between Japan and China. Thus, with collective prosperity for all
and integration built on a foundation of peace, Korea’s role should be

7 Ibid.
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fully carried out to realize the vision of the era of NEA and help merge
the region into a Northeast Asian community, with a long-term vision
of establishing an Asian Union.

I11. Goals and Strategy of the New Initiative
1. Goals

The primary goal of the new initiative is to construct a peaceful and
prosperous Northeast Asian community, with the ultimate aim of
forming an Asian Union. To realize this grand vision, several smaller
goals need to be achieved. The first is freeing the region from the
threat of war. This will require two things: denuclearization of the
Korean peninsula, and building mutual trust and a basis for verifying
the establishment of regional peace and the peaceful resolution of con-
flict.

Second, regional cooperation and maximization of growth potential
must be sought. These can be tackled, in part, by expanding regional
cooperative enterprises and institutionalizing foundations for further
cooperation.

And third, there must be a comprehensive realization of regional
peace, economic development, energy resource supply and environ-
mental protection. In this sense, there must be sincere efforts to accel-
erate regional cooperation in the energy and environment sectors in
order to promote “sustainable development” and a quality of life that
envisions a “green” world for the region’s peoples. This final goal,
more than the others, may prove most promising.

2. Strategy

It goes without saying that to achieve these lofty goals and over-
come existing obstacles, much effort will be needed. But before the
effort is made, a strategy must be laid. Lessons from European integra-
tion may assist in laying these plans.

Europe has undertaken some of the most significant and far-reach-
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ing steps toward regional integration in the history of international
relations. The portrait of Europe in the aftermath of World War Il was
a region in ruins. Regional leaders realized that to avoid a repeat of
this destruction and to put the countries within the region onto a path
of political, economic and social recovery, state-centrism, for the most
part, would have to be abandoned and an amalgamated security com-
munity promoted. It was believed that this could be achieved through
functional sectoral integration, which began with cooperation on the
management of resources, namely coal and steel. It was widely
believed that integration in this sector would reduce the capability of
the signatories to use these resources for narrowly defined national
interests and thus act as a monitor on the war-potential of each state.
Thus the first giant cooperative step came with the creation of the
European Coal and Steel Community (ECSC), a product of the Treaty
of Paris of 1951. Significantly, the ECSC, in its institution building,
became the role model for the 1957 Treaty of Rome (1957) organiza-
tions: the European Economic Community (EEC) and the Atomic
Community (ATOM). Thus it was clear that a firm commitment had
been made by a significant number of politicians and the public in the
founding six states for the goal of developing closer forms of economic
collaboration over the long term. In Europe, there were political and
personal elements that contributed to integration. Europe had the for-
tune of shared political will and figures like Jean Monnet and Robert
Schuman.

The 1969 summit at The Hague then produced the Economic and
Monetary Union. The European Community (EC) expanded over the
decades, with the ultimate acceptance of the principle, adopted in June
1993, that former Soviet-bloc countries also be allowed to seek mem-
bership. The pinnacle achievement, however, came in 1992 when the
Maastricht Treaty fused the political union, and the economic and
monetary union into one, thus elevating the European Community
into a European Union. Thus over little more than half a century, the
community has come a long way, thanks largely to its shared vision
and planning, ability to accommodate change, and allowance for its
initial successes in one sector to “spillover” into others.

Like Europe’s ECSC, NEA might best approach integration by focus-

AKorean Initiative on the Peace and Prosperity of Northeast Asia 321

ing on energy resource cooperation. Considering the geopolitical
dynamics of the region and current joint projects in the region’s energy
sector, energy cooperation in the natural gas field stands out as the
best first step. Dialogue that leads to commitment on cooperative pro-
jects in this sector that deal with resource development, supply and
management could lead to productive “spillover” into the economic,
environmental and service sectors, among others, and over time help
to build trust among project members. Thus, mapping out a strategy
aimed perhaps at the concrete promotion of small-scale energy related
projects and the creation of a justifiable vision with increasing support
from the people can lead to an expansion into large-scale, long-term
projects.

Progress, of course, is evolutionary and sometimes unpredictable.
As with European integration, progress toward realizing a Northeast
Asian community should start with an interest in security and peace.
From here, a community can be developed through synergy of dia-
logue, cooperation and trust.

IV. Contents of the NEA Initiative
1. Peace and Security Cooperation

To build a peace regime on the Korean Peninsula and realize the
idea of a peace community in NEA, several tasks will need to be done.
To begin, more than anything else, the current, ongoing North Korean
nuclear crisis has to be resolved through peaceful means. South Kore-
ans and the peoples of the region are very aware that nuclear prolifera-
tion endangers NEA's future. The actors in the region seem committed
to a “nuclear-free” peninsula. North Korea must abandon its nuclear
programs. Nuclear programs will not help the DPRK achieve its
intended goals of regime security and economic rehabilitation. Rather,
they will more likely invoke additional threats to Pyongyang. The best
way for Pyongyang to achieve its intended objectives would be for
DPRK leaders to find ways for North Korea to become a credible, reli-
able member of the international community. Brinkmanship has
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worked in the past, but in hindsight such diplomacy brought little to
Pyongyang. The contemporary international environment is very
unfavorable to North Korea and those who employ strategies of
brinkmanship.

After evaluating its interests,® China decided to audition for the role
as credible mediator to the present escalating North Korean nuclear
crisis and thus persuaded North Korea to partake in the six-party talks
last August, 2003.° In this way, Beijing has been successful in convinc-
ing Pyongyang to a multilateral dialogue table in which Seoul was also
seated. This is a positive step toward the common goal of denu-
clearization of the Korean Peninsula.

But this goal of denuclearization is a long-term project. In order to
achieve this goal, the six-party talks should make substantial progress.
The talks themselves are not a temporary phenomenon but should be
sustained as a pseudo-institution that can be transformed into a more

8 “China’s policy calculus toward the DPRK, both in general and in the current cri-
sis, involves a hierarchy of several interrelated interests: DPRK regime survival;
DPRK regime reform; maintaining and developing more comprehensively robust
relations between China and South Korea; establishing China’s dominant external
influence over the Korean Peninsula (North and South); integrating the North and
the South, through economic and social means, leading to political unification
over time; and un-provocative and responsible North Korean behavior on securi-
ty issues, ranging from its nuclear weapons program to proliferation of other
weapons of mass destruction (WMD) and their means of delivery to the deploy-
ments of DPRK conventional forces.” David Shambaugh, “China and the Korean
Peninsula: Playing for the Long Term,” The Washington Quarterly, vol. 26, No. 2
(Spring 2003), pp. 43-56.

9 “Following President Roh’s visit to Beijing, Vice Foreign Minister Dai Bingguo,
former head of the International Liaison Department of the Central Committee of
the Chinese Communist Party, met with top North Korean officials on July 12-14,
including six hours of meetings with DPRK Central Defense Commission Chair-
man Kim Jong-il ... President Hu Jintao sent with Minister Dai his personal letter
urging continued talks with the United States over the North Korean nuclear
issue. President Hu'’s letter is reported to have promised China’s sincerity in facil-
itating negotiations to resolve the U.S.-DPRK crisis, an increase in economic aid to
the DPRK and a promise to persuade the United States to make a nonaggression
pledge to the DPRK in return for the denuclearization of the Korean Peninsula.”
Scott Snyder, “Middle Kingdom Diplomacy and the North Korean Nuclear Cri-
sis,” Comparative Connections, vol. 5, No. 3 (October 2003), pp. 113-18.
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institutionalized body, such as a “Multilateral Peace and Security
Council in NEA.”

This proposal can only be realized in the long term and does not
devalue the bilateral cooperation that has been taking place in the
region in terms of security. China has also been actively fostering secu-
rity relations with Russia and its immediate neighbors to the west, cre-
ating the Shanghai Cooperation Organization (SCO) to counter terror-
ism, extremism and separatism in the region, an endeavor taken well
before the U.S. 9711 attacks in 2001. Since the SCO’s inception, China
has, for the first time, participated in multinational military exercises
with the other SCO members - minus Uzbekistan - code-named “Inter-
action-2003,” evidence of the regional organizations’ deepening
process of integration.®® A recent SCO meeting in September 2003 also
revealed the spillover effect of this security organization, as the mem-
bers’ premiers met in Beijing to promote economic cooperation at the
regional and multilateral level among its members, signing the “Multi-
lateral Economic and Trade Cooperation of the SCO,” which is the first
step for the final goal of establishing a SCO free-trade zone or
“modern Silk Road.”*

2. Economic Cooperation and Integration

To prepare the foundation for NEA economic integration, promot-
ing friendly diplomatic relations within NEA will need to be a part of
the overall strategic vision. Deepening friendly diplomatic relations
can then lead to deeper economic cooperation, something that needs to
vitally take place among Korea, China, Japan and Russia. At the
China-South Korea summit meeting in Beijing, President Hu and Pres-
ident Roh reviewed objectives to enhance the China-South Korean
“comprehensive, cooperative partnership.” Both leaders agreed that
improvement of bilateral cooperation in the technology and energy

10 Frank Ching, “China Seeks to Extend Regional Role,” Korea Times, Oct. 1, 2003;
Yu Bin, “The Russian-Chinese Oil Politik,” Comparative Connections, vol. 5, No. 3
(3rd quarter, 2003), pp. 137-47.

11 Yu Bin, p. 141.
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sectors is needed (the establishment of a Korea-China Industrial Coop-
eration Committee for information technology and biotechnology
sharing being one example).® Japanese newspapers have also noted
President Hu’s leadership as exhibiting “new thinking,” placing a high
priority in developing productive and positive good relations with
Japan,® where economic relations also are expanding, as two-way
trade between China and Japan rose in the first half of the year despite
the SARS epidemic.*

In fact, trade and economic cooperation is exploding. Korea-China
trade has been intense, averaging over 20 percent growth
year-on-year. In September 2003, China became the number one
export destination for Korea, upsetting the perennial, the United
States, and is likely to become Korea’s top export trade partner for the
year 2003. Likewise, Russia’s trade and investment with its regional
partners have increased since the Cold War ended (especially with
China and Japan). Bilateral trade between Russia and China alone has
increased substantially and is expected to reach $13-$14 billion this
year.” Such increased trade among its Asian neighbors is something
that the Russian president would like to see continue, as his recent
“integration-applauding,” “protectionism-booing” speech would sug-
gest.* In the area of technology cooperation, China, Japan and South
Korea recently announced the near completion of a plan to coopera-
tively develop an open-source computer operating platform, one that
would replace the U.S.-made Windows." In the banking sector, banks

12 Scott Snyder, “Middle Kingdom Diplomacy and the North Korean Nuclear Cri-
sis,” Comparative Connections, vol. 5, No. 3 (October 2003), pp. 116-17.

13 James Przystup, “Bridges to the Future, Reflections on the Past,” Comparative
Connections, vol. 5, No. 3 (3rd Quarter, 2003), p.124.

14 Ibid.

15 Yu Bin, p. 137.

16 Vladimir Putin, “Russia wants to ride APEC train to success,” Straits Times
(online ed.), Oct. 15, 2003.

17 Three North Asian countries are closer to signing a deal to co-develop an
open-source operating system to replace Windows, according to the Japan news
daily Nihon Keizai Shimbun. The agreement is likely to be announced this week
by Japanese Trade Minister Takeo Hiranuma at an economic ministers’ meeting
in the Cambodian capital of Phnom Penh, said the report, quoting unnamed
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from China, South Korea and Japan inked a trilateral accord on foreign
exchange cooperation in August 2003 that signals progress on financial
cooperation at the government level, giving an impetus to the
ROK-PRC-Japan regional economic integration.®

But to deepen and foster commerce and trade even further, bilateral
Free Trade Agreements (FTA) need to be concluded. Individually, the
three markets of China, Korea and Japan could never match that of the
United States or the European Union. Grouped together, however,
they would account for 24 percent of the global population and 18 per-
cent of the global gross domestic product. In partnership, these three,
along with the Russian Far East, could be competitive. Though a trilat-
eral partnership in free trade is forecast to raise the GDP of China,
Korea and Japan by between 0.5 to 3 percent — a “win-win-win” for-
mula for all — it may be too big a leap for countries that do not even
share bilateral FTAs or bilateral investment treaties (BITs) among one
another.® Thus, starting with bilateral FTAs is the realistic initial move

sources ... The deal will tie China, Japan and Korea in efforts to develop the soft-
ware. Representatives from both private and government agencies will meet
later this year to discuss the terms of the collaboration, said the report. It is likely
that this new effort requires international cooperation because it aims to develop
open-source operating systems for non-traditional sites. As reported in CNETA-
sia earlier this year, the move to jointly develop a server operating system based
on Linux began in March with a meeting in Thailand of over 100 software engi-
neers from the three countries. The group includes representatives from univer-
sities and regional companies like Sharp and Toshiba. All three countries
involved already have thriving Linux software developer communities, especial-
ly in embedded Linux, the small-footprint operating system used in devices such
as set-top boxes and industrial machines ... The three governments have previ-
ously pledged support for open-source software, citing security and cost con-
cerns. “China, Korea, Japan to seal open-source deal,” CNETAsia, Sep. 1, 2003.
Online at asia.cnet.com/newstech/applications/0,39001094,39148863,00. htm.

18 Signatories were the Bank of China, the Korea Exchange Bank (KEB) and Japan’s
Sumitomo Mitsui Banking Corp. The accord is the first of its kind in the three
neighbors’ banking history, with the agreement promising to facilitate coopera-
tion in the settlement systems and network channels. “Joint banking deal good
for free trade,” China Daily (online ed.), Aug. 8, 2003. Online at www1.chinadai-
ly.com.cn/chinagate/doc/2003-08/21/content_257058.htm.

19 “Korea-Japan-China FTA still a dream,” Korea Herald, Oct. 8, 2003.
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to make. So far, results from the Korea-Japan feasibility study on a
ROK-Japan bilateral FTA have been positive enough to convince both
leaders to announce in late October 2003 that official government-level
negotiations to reach a bilateral FTA will begin this year, and suggest-
ed that a deal could be concluded by 2004 or 2005.%

Besides establishing FTAs arrangements, other tasks should be tack-
led. They include promoting and building an overarching regional
logistics and communications network within NEA, institutional infra-
structure through a sustained reformation of economic institutions
and business practices, and regional energy and environmental coop-
erative projects (which will be discussed later).

Another task should be the establishment of an NEA Development
Bank (NEADB) to promote economic cooperation and finance North-
east Asian regional projects. We have the Asia Development Bank
(ADB), but its energies have been directed more toward South Asia,
and its focus is not really to finance cooperative projects but to deliver
social welfare services (i.e., education, health, poverty elimination,
etc.). After the 1997 financial crisis in East Asia, there has been serious
discussion among East Asian political and business leaders to establish
a financial institution that will enable the region to manage future
financial crises independent of outside actors. Their long-term goal
appears to be the creation of an “Asian Monetary Fund” (AMF) — an
Asian counterpart to the International Monetary Fund (IMF). In a simi-
lar vein, there has been discussion about creating a regional develop-
ment bank. Some experts believe “that the political and economic
incentives to create an effective regional financial institution are not
enough to overcome the historically defined identities, interests and
regional rivalries that limit institutionalism in East Asia,”* or that
Washington opposes such a development bank. However, considering
the activity toward cooperation and Washington’s concern for security
in NEA, there is no reason to believe that an NEADB is an impossible

20 “Korea, Japan agree to open full FTA talks,” Korea Times, Oct. 21, 2003.

21 Shaun Narine, “The ldea of an ‘Asian Monetary Fund’: The Problems of Finan-
cial Institutionalism in the Asia-Pacific,” Asian Perspective, vol. 27, No. 2 (Summer
2003), pp. 65-103.
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venture, or that Washington would oppose such a prospect that would
ultimately assist in the funding of regional projects (i.e., gas pipeline
construction, regional grid interconnection work, cross-border rail and
road linkage projects, etc.) and enhance security by fostering prosperity.

And a final task for serious consideration is the completion of the
“Iron Silk Road” from Japan to Europe via a linkage of the Trans-Kore-
an Railway (TKR) and the Trans-Siberian Railroad (TSR). The merits
for such are obvious from the viewpoint of prosperity. Such would
accelerate transportation of exports from the region to Europe and
open up European and Asian markets for healthy competition and
business cooperation. Even more positive, transit royalties will pro-
vide Russia additional revenues and, more importantly, provide North
Korea with a new significant source of revenue to help it in its overall
economic and transportation sector rehabilitation efforts.

3. Cultural Interaction

Promoting the cultural identity of NEA and a paradigm of reciproci-
ty and cooperation may include the utilization of the shared Confucian
cultural heritage of NEA to form a cultural community that corre-
sponds to that of Europe. Promoting Northeast Asian cultural
exchange would be essential to creating cultural identity and maximiz-
ing the cultural dynamics of NEA. In this effort, the 2002 World Cup
was a monumental event in Korean-Japanese cultural cooperation,
bringing the two countries together in a partnership that helped the
Korean-Japanese healing process. Younger generations benefited
greatly from the interaction, as negative perceptions of each other have
begun to diminish.

Efforts must be made to develop the capacity of NEA to embrace
diverse cultures, promote intercommunication and mutual under-
standing on the basis of cultural openness to overcome exclusive and
detrimental national ethnocentrism, and establish an institution to pro-
mote human and cultural exchange for the benefit of future genera-
tions. In this regard, Korea and Japan once again have made great
gains, having declared the year 2002 as a Year of Japan-Korea National
Exchange. Two of the major projects that came out of this initiative
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were the Japan-Korea Court Music Exchange Concert (May 2002) and
Japan-Korea Citizens Exchange Festival (September through Novem-
ber, 2002).

Recently, leaps have also been made by both China and Russia in
the cultural field. Chinese President Hu Jintao and Russian President
Vladimir Putin expressed their wishes that more efforts be made to
strengthen Sino-Russian cultural ties in messages presented at the
“China Week” festival in St. Petersburg, Russia, in August 2003, stat-
ing that strengthening cultural exchanges can improve cultural under-
standing, enrich and develop the two cultures, and expand common
grounds for friendly cooperation.?

Cultural cooperation can also take place via joint development of the
culture industry. Expanding current bilateral cultural cooperation
between Korea and Japan, and Korea and China, to trilateral (Korea,
Japan, China) cultural cooperation would be a positive next step. Shar-
ing cultural products and promoting artistic collaborations between
Chinese, Korean and Japanese musicians, film stars, directors, among
other artists, would be a positive step forward. Cultural industry coop-
eration among countries in the region by advancing the popular cul-
ture industry through the promotion of joint development and distrib-
ution of cultural works (film, popular music, etc.) would be encourag-
ing. Collaborative development of cultural enterprises should also
help advance cultural exchange and intercommunication between the
peoples of the region. Recently, Korea’s repeal of the final import bar-
riers to Japanese cultural products (pop music, video games, etc.) is
one positive sign of the nation’s growing self-confidence and both
countries’ willingness to begin this process at the bilateral level.

Another step in the right direction would be to increase Northeast
Asian consciousness by promoting joint development of history curric-
ula. Through this process, future generations could reach for the possi-
bility of a “restoration of Asia.” This is important considering that Chi-
nese history books still contend that, along with the United States,

22 “Chinese, Russian President Call for Strengthened Cultural Ties,” People’s Daily,
Aug. 21, 2003. Retrieved from NAPSNET at www.nautilus.org/napsnet
/dr/0308/AUG27-03.html#item16.
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South Korea was the “aggressor” and that Chinese People’s Liberation
Army “volunteers” were “liberators” during the Korean War. Like-
wise, while recently rewritten Japanese history books acknowledge
past atrocities during Japanese imperialism and World War 11, the
texts are still heavily criticized in China and Korea for their lack of
specificity and repentance. These, among other history issues, will
need to be redressed at some point in the future if long-term coopera-
tion is to be assured between Beijing, Seoul and Tokyo, and if we are to
move along a path that leads to “restoration.”

4. Energy and Environment

Multilateral cooperation is essential for NEA as it moves toward
greater economic integration in the 21st century. Economies in the
Northeast Asian region will drive expansion of energy demand in the
new era as “Asia is likely to account for more than half of the world’s
total increase in energy demand” by 2015.* NEA'’s growing demand
for oil alone and current dependence on oil imports from the Persian
Gulf stimulate a need to diversify the type, sources and uses of energy.
China, Japan and South Korea will need to diversify energy sources
for energy security and sustainability, as well as for environmental
reasons, as local, regional and global environmental impacts will
necessitate a move to cleaner, more highly efficient fuels. For North-
east Asian countries, natural gas stands out as a key resource for
potential exploitation because of its “wide range of applications and
environmental advantages,” and potential for reducing the region’s
reliance on oil imports from the increasingly politically unstable Per-
sian Gulf.* The heightening of terrorism in the post-9/11 environment
and present political instability in key global energy resource supply
countries prompt review of the sustainability of the current energy
supply chain, something that has provoked President Putin to reiterate

23 Vladimir I. Ivanov, “Energy Security and Sustainable Development in NEA:
Prospects for Cooperative Policies,” ERINA, June 2001. Online at www.erina.
or.jp/En/E/HPlib.html.

24 Ibid.
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Russia’s commitment to make practical, effective and mutually benefi-
cial contributions to repel these threats to economic prosperity and
peace through the continued “development of a new energy structure
in the Asia-Pacific region ... through the creation of a system of oil and
natural gas pipelines and tanker delivery of liquefied natural gas from
the eastern areas of Russia,” for which bilateral engagements with
adjacent countries have been well underway for some time.”

Also related to the threats against NEA’s energy supply chains are
the most recent events surrounding North Korea’s nuclear develop-
ments. The urgency of creating a viable and attractive alternative to
tackle this gravest of concerns and forge new productive relationships
that will ensure human and environmental security and allow the pur-
suit of co-prosperity is palpable. North Korea’s economy has been suf-
fering due to a severe energy shortage.*® Many experts acknowledge
that what North Korea really wants is for the international community
to rescue its economy.” Hence multilateral cooperation in the energy
sector should equally be viewed as a valuable means of not only
improving regional energy supply chains and cooperation but also
regional security. For this goal, North Korea must be let into the fold.
Thus, multilateral investment in the exploitation of Russia’s abundant
reserves in the Russian Far East and multilateral cooperation on the
construction of a natural gas pipeline across the region is a viable
means of activating much needed regional energy cooperation that
holds the promise of providing a medium- to long-term resolution of
the DPRK nuclear issue and weaning the Northeast Asian economies
off energy supplies from the Middle East.®

25 Vladimir Putin, “Russia wants to ride APEC train to success,” Straits Times
(online ed.), Oct. 15, 2003.

26 James H. Williams, David Von Hippel and Nautilus Team, “Fuel and Famine:
Rural Energy Crisis in the DPRK,” Asian Perspective, vol. 26, No. 1 (Spring 2002),
pp. 111-40.

27 Michael E. O’Hanlon and Mike Mochizuki, “What North Korea Wants: Rescue
its Economy,” New York Times, Aug. 6, 2003.

28 Su-Hoon Lee and Dean Ouellette, “North Korea and Energy Assistance: Promot-
ing a Northeast Asian Cooperative Regime,” IFES Forum, (May 2003), online at
ifes.kyungnam.ac.kr/ifes/ifes/eng/activity/05_ifes_forum_view.asp.
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Acknowledging the facts and omens, accelerated pursuit of energy
sector cooperation projects may provide the most practical, sound and
politically acceptable solution to NEA’s security crises and energy con-
cerns.® So far, Russia (RUSIA Petroleum) and China (China National
Petroleum Corporation) are currently undertaking a feasibility study
for a gas pipeline to be built from Russia’s Irkutskaya Oblast (Kovykta
deposit) to China. In addition, Rao Gazprom (Russia) and Stroy-
transgaz, the Royal Dutch Shell Group and Hong Kong & China Gas
Co., plus the ExxonMobil Corporation and CLP Holdings signed a
memorandum of understanding on JVs with PetroChina in July 2002
to share project risks and expertise on constructing an west-east natur-
al gas pipeline across China.* In the long run, it is desirable for China
to diversify away from coal to gas for household use.®

Russia boasts an untapped resource-rich area in the Russian Far East
and Siberia but is plagued with poor infrastructure and a declining
population and economy in the area. With limited capital to tap these
resources, the former juggernaut of the Soviet Union must seek
investors so that it may become a major exporter of oil and natural gas
to its neighbors (China, South Korea, Japan) and become the energy
supply center for Asia.®? Development is also seen as a means of stem-

29 Ibid.

30 For more detailed discussions of this project, see Keun-Wook Paik, “Sino-Russ-
ian Oil and Gas Cooperative Relationship: Implications for Economic Develop-
ment in NEA,” a paper presented at the NEA Cooperation Dialogue XIII Infra-
structure and Economic Development Workshop, Moscow, Oct. 4, 2002;
Keun-Wook Paik, “Natural Gas Expansion in Korea,” in lan Wybrew-Bond and
Jonathan Stern, Natural Gas in Asia: The Chanlenges of Growth in China, India, Japan
and Korea (Oxford: Oxford University Press, 2002), pp. 188-229; Keun-Wook Paik,
“Sino-Russian Oil and Gas,” paper presented at the conference on NEA Energy
Cooperation, Washington DC, Jan. 7, 2003; and Selig S. Harrison, “Toward Oil
and Gas Cooperation in NEA,” Asian Program Special Report, Woodrow Wilson
International Center for Scholars, December 2002. Available online at
www.keia.com/PolicyForum/NortheastAsiaEnergy/ Harrison.pdf.

31 Zhang Aling and Shi Lin, “Prospects for and Impacts of Diversifying Fuel Use
Away from Coal.” Online at www.nautilus.org/energy/eaef/C2_final.pdf.

32 Elena A. Telegina, “NEA and Russia’s Energy Exports in the 21st Century,”
ERINA Report, vol. 35 (August 2000). Online at www.erina.or.jp/En/E/
HPlib.html.
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ming the Far East region’s economic and population declines. Foreign
investments in the region’s energy sector may provide a workable
solution to this problem. So far, Russia is currently involved in build-
ing a gas pipeline in China (Gazprom/Shell Joint Venture to Construct
the Trans-China West-East Gas Pipeline), and several on and offshore
oil and gas research projects with various international organizations
from the private sector, namely the Sakhalin and Irkutsk projects.

Japan, a leading importer of LNG, is in the midst of deregulating its
power sector and is very interested in securing a stable, consistent sup-
ply of gas so that the transition from coal to gas as a major energy
source can be realized in the relatively near future. Despite having to
restructure its energy sector to accommodate for increased gas use, the
potential for gas is very attractive as converting Japan’s numerous
coal-fired plants to gas-fired ones is relatively easy, and such conver-
sion will help address — among other environmental issues — the
growing environmental pollution caused by coal-stack emissions.

Like Japan, South Korea is a leader in LNG consumption and is cur-
rently deregulating its power sector, making the potential for
increased multilateral private cooperation in the gas sector great. The
Korea Gas Corporation (KOGAS) has shown keen interest in import-
ing gas from the Russian Far East, as its continued involvement in fea-
sibility studies on gas pipelines originating from both the Irkutsk and
Sakhalin regions suggest.®* Former South Korean president Kim
Dae-jung and Russian President Putin expressed common interest in
developing natural gas reserves in Irkutsk and promoting investments
in projects related to Sakhalin. On top of this interest, the ROK serious-
Iy needs to diversify to cleaner fuels for environmental reasons (geo-
graphical location makes it a major repository of Chinese and North
Korean air pollutants, sulfur deposits, etc.). A shift to increased gas use
would help alleviate some of the environmental side effects associated
with the current dependency on oil. Finally, South Korea has the
capacity and know-how to help North Korea rebuild its energy infra-

33 Keun-Wook Paik, “Natural Gas Expansion in Korea.” in lan Wybrew-Bond and
Jonathan Stern. Natural Gas in Asia: The Chanlenges of Growth in China, India, Japan
and Korea (Oxford: Oxford University Press, 2002 ), pp. 188-229.
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structure. As the North and the South move toward greater cultural
exchange and economic cooperation, their capacity to cooperate on
energy sector development will be critical to both their futures. In fact,
the new government of South Korea appears to have entertained an
initiative that involves a gas pipeline project from Sakhalin passing
through the DPRK territory, as evidenced by the presidential National
Security Advisor Ra Jong-il’s interview with the Financial Times, March
31, 2003, right after his visit to Moscow.

Even North Korea has undertaken initiatives to address gas-pipeline
cooperation by establishing the Natural Gas Research Society (NGRS
DPRK) in 1998. This body has focused on securing another energy
supply source by demanding a gas pipeline passing through North
Korea. Pyongyang has shown keen interest in a realistic extension of
an offshore pipeline from Sakhalin Island to the Korean Peninsula, as
evidenced in the Natural Gas Society of North Korea’s unpublicized
2001 Memorandum of Understanding with a Dutch consortium, giv-
ing the Dutch the exclusive right to construct the portion of the
pipeline that traverses DPRK territory. Included in the memorandum
were plans for the construction of three gas-fired power stations along
the pipeline.*

The benefits of gas-pipeline projects are significant. In regards to
North Korea, trans-national pipelines running from Russia and China
through the DPRK to the ROK and Japan would guarantee Pyongyang
significant transit royalties from pipelines. This could go a long way to
help rehabilitate the DPRK economy. Together with the refurbishment
and re-powering of existing coal-fire plants, a gas pipeline would be
an ideal method for balancing North Korea’s energy supply struc-
ture.® Most importantly, DPRK involvement in a multilateral coopera-

34 Selig S. Harrison, “Toward Oil and Gas Cooperation in NEA,” Asian Program
Special Report, Woodrow Wilson International Center for Scholars (December
2002). Available online at www.keia.com/PolicyForum/NortheastAsiaEnergy/
Harrison.pdf.

35 Lee and Ouellette, “North Korea and Energy Assistance”; Bradely O. Babson,
“Searching for the Right Side of History in NEA: Potential Role of Energy Coop-
eration with North Korea,” ERINA Report, vol. 46 (June 2002), pp. 20-23;
Keun-Wook Paik, “Revitalising North Korea’s Energy: Based on pipeline gas
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tive energy project such as this would force North Korea to abandon
its brinkmanship tactics and become a reliable and trustworthy mem-
ber of the international community that is willing to cooperate.

Gas also has multiple uses that could not only convince the DPRK to
structure some of their demand sector to provide gas for a variety of
uses but also encourage the other end users to do some positive
restructuring of their own. This might go a long way to tackling the
major regional pollution problem caused by heavy use of other exist-
ing energy resources (i.e., coal and oil). Threatened energy supply
chains and nuclear proliferation are not the only demons endangering
NEA'’s future. Economic prosperity and rapid urbanization has also
lead to widespread, trans-boundary pollution and environmental
degradation on a mammoth scale. One aspect of this problem —
“yellow dust,” which originates in China and hits the Korean Peninsu-
la every spring — was discussed on the sidelines of the Hu-Roh sum-
mit meeting in Beijing in July 2003 by environment ministers from
China and Korea. The outcome of that meeting stressed how best to
put environmental technologies to work to reduce the dust’s negative
impacts.* Environmental technologies might not be enough to curb the
rising pollution levels. However, these technologies coupled with
gas-pipeline development and its corresponding restructuring of the
energy sector in the region’s countries might do a better job at attack-
ing the pollution problem.

Finally, it is essential that governments more than acknowledge the
environmental damage that is being caused and take an increasingly
proactive role in addressing this problem. To provide enhanced envi-
ronmental security and ensure a “green” environment for all our
future generations to enjoy, one action that can be taken, apart from
assisting in gas-pipeline development, is the institutionalization of
regional environmental cooperation through the formation of a multi-
level cooperative network. In this respect, the possibility of creating an

option,” a paper delivered at the conference Korean Peninsula: Enhancing Stabil-
ity and International Dialogue, Rome, Italy, June 1-2, 2000. Online at
http://Ixmi.mi.infn.it/~landnet/corea/proc/033.pdf.

36 Snyder, p. 114.
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NEA Environmental Cooperative Regime should be given serious
attention. Such an organization could provide timely sharing of infor-
mation through the network, work toward promoting energy conser-
vation, sustainability and new energy technology sharing, and pro-
mote the use of the Kyoto Protocol’s Clean Development Mechanism
(CDM) as means to improve environmental protection.

V. Concluding Remarks

This paper, in addition to outlining the issues, goals and strategies of
the new initiative on promoting peace and prosperity in Northeast
Asia, has focused on four specific areas of cooperation to promote
regional integration, namely; security, economic, cultural and ener-
gy/environment. Currently, there is much emphasis put on security
and economic cooperation, but the vision for a new era in Northeast
Asia looks beyond just these two areas to incorporate multilateral
energy projects and environmental cooperation. The cultural dimen-
sion and the activities of civil society are also essential to provide the
bond for the formation of a strong community. So much focus has
been given to FTAs at Asian summits, however, regionalism cannot
depend on free trade alone. Equal emphasis should be put on means
for sustainable development and exchange that will build a viable and
growing regional community that brings the people of Asia together.

The process of regional integration in NEA is inevitable and irre-
versible. Intra-regional trade, investments, labor flows, cultural
exchange, etc. are steadily and rapidly increasing. Given the circum-
stances, the initiative put forth by the South Korean government call-
ing for peace and prosperity in NEA is timely and justified. The reality
of NEA is already here and will unfold faster than ever before. Coun-
tries in NEA should take advantage of this larger space of cooperation
to maximize their own national interests. At the same time, they
should work closely to construct an institutionalized framework of
regional security and economic integration to sustain a lasting peace
and prosperity. The new initiative proposed by the Roh government is
precisely a response to this growing need to guarantee a prosperous
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future for the region.

Then why is it that Korea should take the initiative to institutionalize
peace and prosperity in NEA? Korea has both motive and means to
take on this role. As for motive, the Korean Peninsula is still threat-
ened by division even after the global end to the Cold War. Even
today, it suffers from the North Korean nuclear crisis. Many people
worry about the possibility of another war on the peninsula. The peo-
ple of Korea should be freed from the vicious cycle of recurring crises,
which are a result of not having a peace regime on the peninsula.
Koreans need support from neighboring countries to ensure peace.
The means lie in the reality that South Korea can play the role of medi-
ator or facilitator for regional peace and cooperation in NEA. This is
possible because of its important geographic location, coupled with its
experience of rapid democratization and active civil society. In addi-
tion, South Korea is the one country that can develop a socio-cultural
program to bind NEA into one community. However, in accepting this
role, two things must be remembered. First, to be the tie that binds, the
two Koreas must continue to deepen the process of reconciliation and
cooperation to the extent that security on the peninsula will remain
stable. In this endeavor, progressive and cooperative regional and
global efforts are essential. We already see such efforts emerging in the
multilateral approach to resolve the North Korea nuclear crisis.
Beyond just resolving the nuclear issue, multilateral efforts should
continue to gain momentum so as to foster the development of a
regional security and peace regime. Second, while soliciting the assis-
tance of its regional neighbors and seeking its own identity, Korea
must remain neutral.

It is imperative to bring peace to the Korean Peninsula. Peace on the
peninsula is an essential premise for security in NEA. Without security
in NEA, the rest of the world will remain unstable. Such instability
and turbulence, if continued, will be more than humanity can bear.
Koreans have some selfish but mostly universal reasons to make
efforts toward peace, which will in turn be instrumental in bringing
about co-prosperity for all. We see the political will to realize the initia-
tive in the Roh Moo-hyun government. The time is ripe for the leaders
and the people in NEA to respond.
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Shaping a Grand Design for
Northeast Asian Cooperation
and Community-Building:
Japanese Perspective

Takafusa Shioya

cussed in various forms since the 1990s. This concept has
been proposed targeting the geographical scopes of the “Asia
Pacific”, “East Asia”, and “Northeast Asia.” At NIRA, the organization
to which | belong, we have also been racking our brains to promote
this concept. For instance, the Development Research Center of the
State Council (DRC), People's Republic of China, Korea Institute for
International Economic Policy (KIEP), Republic of Korea and NIRA
have conducted research jointly on the economic cooperation issue
among Japan, China and South Korea for four years, and have report-
ed the research results and made policy proposals at the past four
summit meetings among the leaders of the three nations. At present,
as the second phase, we are conducting research on the vision for East
Asian integration. To that end, we started conducting research two
years ago into the “economic effects of a feasible FTA among Japan,
China and Korea.”
Through these opportunities, including the joint research, | feel that
recently, the momentum to establish an East Asian community is
increasing. In December of this year, an East Asian summit will be

R egional cooperation and integration in Asia has been dis-



340 Building a Northeast Asian Community[Vol. 1]

held in Malaysia, and the momentum is expected to accelerate further.
| think that now it is necessary for us to take advantage of this momen-
tum and come up with ideas that will lead to the realization of the
community.

To establish an East Asian community, first of all, it is necessary that
the partnership of Japan, China and Korea be strengthened, and that
efforts to establish an institutional framework for regional integration
are made under the combined initiative of the three nations.

However, the vestiges of World War Il and the subsequent Cold
War remain in Northeast Asia, and a strong partnership has not yet
been established.

The area from the Sea of Okhotsk to the East China Sea, surrounded
as it is by nations such as Russia, DPRK, Korea, China and Japan, is
known as an ocean in which vigorous exchange was at a level similar
to that of the Mediterranean Sea in ancient and medieval times. In
recent times, these seas periodically became seas of war, and even
now, troubles often occur in various ways. We, who have gathered
together in Jeju Island, which is located in the dead center of this area
of the sea that can be called the “Northeast Asian Sea,” need to rack
our brains in order to restore this area back into an ancient sea of fertil-
ity.

Among the nations surrounding the “Northeast Asian Sea,” includ-
ing Russia, Korea, China and Japan, there is interdependence in terms
of resources, labor, capital and technologies, and if these nations coop-
erate mutually, the Northeast Asian region has the potential of form-
ing a large economic zone similar to the EU and NAFTA. Economic
interdependence among Japan, China and Korea has continued to
deepen in recent years, and they are becoming increasingly indispens-
able partners to one another. | believe that this deepening economic
interdependence will lower the barriers erected by national bound-
aries, activate the flow of people, promote people's mutual under-
standing and cultivate the common sense of a Northeast Asian identity
among the peoples of the region. | also believe that in the not-so-dis-
tant future, a regional cooperation system that can be termed a
“Northeast Asian Community” will surely be established in this
region. As a roadmap for the establishment of such a system, we at
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NIRA have commenced preparation of a “Grand Design for Northeast
Asia” in collaboration with Chinese and Korean research institutes.
Today | would like to offer an overview of this roadmap, in the hope
that it will stimulate future discussions. Let me remind you in advance
that although my presentation is based on the Japanese perspective,
these are not the ideas of the Japanese government, but the ideas of
NIRA as a think tank, and that the information was compiled after
exchanging opinions with the Korea Research Institute for Human Set-
tlements (KRIHR) and the Institute of Spatial Planning & Regional
Economy (ISPRE) of the National Development and Reform Commis-
sion of China.

We thought that it was necessary to prepare a “Grand Design for
Northeast Asia” for the following reasons:

First, for the sustainable development of Northeast Asia, a compre-
hensive development vision covering a wide area that emphasizes the
organic connection of the entire region is essential.

Second, the following scenario can be drawn to illustrate a path to
establishing a Northeast Asian community: An increase in mutually
complementary economic relationships in Northeast Asia will gener-
ate a dynamism promoting further development, which in turn will
lead to regional economic integration. Political tensions ease, regional
security is strengthened and finally the movement toward the building
of a common community accelerates. We need to propose concrete
content for this scenario and formulate a precise schedule, or roadmap,
toward the establishment of a Northeast Asian community.

Third, if each nation in the region promotes development indepen-
dently, it will not necessarily guarantee sustainable development in
Northeast Asia. It is necessary to develop a blueprint as a guide for
investment from the perspective of the optimization of Northeast Asia
as a whole and the effective establishment of social capital and invest-
ment. This will also function as a guidepost to attract investment from
around the world.

Fourth, while the creation of a Northeast Asian Community should
ultimately be advanced through discussions at the government level,
prior to this, it is reasonable to establish a Track-1l platform for joint
discussions in which government officials and researchers participate
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in a private capacity, and to commence from the discussions held in
such a venue, which we might term a “Northeast Asia Economic
Development Cooperation Forum.” What is necessary here is that we
achieve consensus among relevant individuals in each of the nations of
the region, and increase the centripetal forces acting to bond those
nations. As the first step in this process, | thought it necessary to jointly
prepare a Grand Design for Northeast Asia.

A variety of unpredictable factors, including the international situa-
tion, influence the concepts that should be included in a grand design
and the time span such a design will require. However, we are project-
ing long-term planning toward the establishment of a Northeast Asian
community that covers 20 years and concrete plans for projects cover-
ing a span of 10 years.

Our projected design considers Russia, Mongolia, China, DPRK,
South Korea and Japan as the “target areas,” and we wish to formulate
wide-area development plans and various projects that will lead to
deeper multilateral cooperation among these nations. The United
States and the EU nations, with which Northeast Asia has close ties
through projects related to the Bering Strait and the “Eurasian
Land-Bridge” concept are seen as “related areas.”

We term the area in which the largest number of development pro-
jects will be implemented the “basic area” of the target areas. Taking
into consideration the recent increase in areas covered by development
projects and the increase in their scale, we are broadly applying this
idea to the areas east of Siberia and north of Beijing and Tianjin, and
the areas covering the Sea of Okhotsk to the East China Sea and con-
nected areas. As is clear, by contrast with traditional concepts of
Northeast Asia, our conception of a grand design is based on the
nation as a unit, and the “basic area” covers a broad geographic range.

As you see, the six Northeast Asian nations together cover an enor-
mous geographic area and possess tremendous social and economic
power.

From the perspective of regional economic integration, closer coop-
eration among ASEAN+3 has been a much-discussed topic in recent
years. However, first it is important to further increase interdepen-
dence within Northeast Asia, and to this end, it will be necessary to
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increase mutually complementary relations among the nations in the
region in terms of resources, capital, technologies and labor power.

We have outlined two basic guidelines for a grand design. The first
is physical integration, that is, the comprehensive and integrated
establishment of basic social infrastructure. Infrastructure that will
contribute to deepening the level of multilateral cooperation, such as
extensive railway systems, highways, and pipelines, should not be
constructed independently by each nation in the region, but should be
established according to a consistent overall plan, and this applies to
soft systemic infrastructure as well.

The second guideline is “networking of clustered areas,” which we
consider an effective method for promoting regional development.
When a specific development goal is sought in a certain area, the effec-
tiveness of development will be enhanced if the various functions
related to this are “clustered.” The intention of this guideline is to pro-
mote the integrated development of both “lines and planes” by estab-
lishing an organic network among strategic cluster areas, existing key
cities and development projects conducted at the regional level by
means of railways, highways and telecommunications systems. We
intend to specify the “key areas,” the areas that have the potential to
become strategic clusters, in our grand design.

NIRA is now making efforts to specify the key areas, development
concepts and project plans, which will prove consistent with the basic
principles I have outlined. To this end, we are reviewing the plans in a
variety of fields proposed to date by the nations concerned, and are
exchanging perspectives with specialists in related fields. | am certain
that we will ultimately be able to clarify the requisite direction for con-
structing both hard and soft infrastructure in all the fields essential to
achieving the sustainable development of the entire Northeast Asian
region. However, taking recent trends in economic development in the
region into consideration, we can point to several strategic issues that
must be dealt with immediately. First, measures must be taken to con-
serve the environment, including measures ensuring the permanent
preservation of the pristine ecosystems in the region. Given the close
connection between energy and the environment, energy policy must
also be addressed. Second, transportation, distribution and telecom-
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munications systems which will serve as the foundation for the devel-
opment of the region as a whole must be constructed. Third, the estab-
lishment of strategic cluster areas that will become central zones of
economic development must be promoted. We intend to conduct joint
research activities with specialist research institutes in the region to
clarify mid- to long-term visions in the fields | have mentioned and to
establish action plans to respond to immediate issues.

As a specific example of a strategic development project, | would
like to discuss the natural gas pipeline project, which was one of the
key projects involved in the plan for a “Northeast Asia Energy and
Environment Community,” which NIRA proposed in April 2001. In
order to solve the energy and environment issues that are considered
the Achilles heel of development in Northeast Asia, this project seeks
to achieve multilateral cooperation in the construction of a pipeline
network to enable the rich natural gas resources of the Russian Far
East and Eastern Siberia to be supplied to the entire Northeast Asian
region.

The realization of a natural gas pipeline network on the basis of mul-
tilateral cooperation rather than piecemeal construction by individual
nations can be expected to disperse the risks accompanying the con-
struction of the pipeline and reduce the wellhead price of natural gas.
In this project, we are proposing the construction of a pipeline as a
joint project of four nations, Japan, Russia, China and Korea at the
moment. In addition, it is possible that establishing other regional
infrastructure in parallel with the construction of the pipeline will
stimulate further demand for natural gas, amplifying the benefit of the
pipeline to the region.

Another example is a major railway network referred to as the “Big
Loop.” This is a plan to construct an express railway network in the
form of a loop connecting the central parts of Northeast Asia, forming
a transport artery for the basic areas of the region. We are proposing
the construction of this new transport route as a priority issue. This is a
highly feasible plan because it basically represents an improvement of
existing railway networks.

In addition, at the meeting of the United Nations Economic and
Social Commission for Asia and the Pacific (ESCAP) held in Shanghai
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in April 2004, Japan ratified the “Intergovernmental Agreement on the
Asian Highway Network” in which Tokyo was assigned as the start-
ing point of “Asian Highway 1.” Prior to realizing this plan, however,
the “Japan-South Korea Undersea Tunnel” connecting Japan and the
Asian continent must be constructed. Formerly considered a dream,
the tunnel is now viewed as a realistic proposal.

In addition to a tunnel connecting Japan and South Korea, NIRA's
grand design proposes the further extension of the high-speed rail net-
work in the region. Via the Gyeongbu Line and Gyeonggi Line of the
Korea Train Express, such a system would run through the Northeast-
ern part of China, connecting, for example, Beijing, Shengyang,
Changchun and Harbin, and would eventually link Northeast Asia
with Europe via the Siberian railway. Such a high-speed rail network
would enable us to travel by rail from Tokyo to London. It is time for
us to commence feasibility studies to clarify the means of realizing this
tremendous dream.

To conclude, | would like to discuss the thinking behind our project-
ed roadmap toward the establishment of a Northeast Asian communi-
ty. We believe that deepening economic integration will contribute to
facilitating the smooth easing of political tensions in the region, and
this is the basic concept on which the roadmap is based. At present,
regional development is being increasingly actively promoted in
Northeast Asia, as demonstrated by the trilateral meetings among the
leaders of Japan, China and South Korea, which have already generat-
ed positive results. We must take advantage of this favorable trend to
further strengthen multilateral relationships through the process of
formulating a grand design. To enable this, a permanent Track Il orga-
nization must be established as a common platform for discussions.
Such an organization would enable the research results generated by
regional research institutes to be centralized and intergovernmental
discussions to be held with increased frequency. The best method of
procedure then will be to learn from the example of the EU and to
make step-by-step efforts to establish frameworks for multilateral
cooperation aimed at responding to specific objectives in fields where
multilateral agreement can be easily obtained, such as energy. In the
future, we project the establishment of a multilateral organization, a
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type of Northeast Asian OECD, to coordinate cooperation among the
nations of the region, representing a further step toward regional inte-
gration. This is the basic thinking behind the roadmap.

To this end, NIRA has proposed the establishment of a network
among research institutes from China, Korea and other Northeast
Asian nations to facilitate the exchange of information and opinions.
This would represent a loose consortium for research on a grand
design for the development of Northeast Asia. We have already asked
several research institutes to participate in this project. We hope that
this consortium will serve as a common platform for establishing a
grand design, and that the results of its discussions will be presentable
as proposals to the governments of the Northeast Asian nations and
international organizations. | sincerely hope that the opinion leaders of
the nations participating in today's conference will understand our
joint research on a “Grand Design for Northeast Asia” and will pro-
vide their kind support and cooperation.

347

Northeast Asian Economic
Community’s Joint and
Contradicting Interests

Svetlana Suslina

relatively slow international integration rates. The Northeast

Asian nations are a virtually unique archipelago of adjoining
economies, not bound into a local and autonomous sub-regional inte-
gration group, while being very active players on the global and
regional integration level.

In the meantime, it is the Northeast Asian integration that may
become a unique and even outstanding phenomenon in the world for
its unprecedented combination of the world's most populous nation
(People's Republic of China), along with the world's largest nation
(Russia) and the world's second-largest industrialized nation (Japan).

All the more, a unique integration of Northeast Asian nations may
become important due to its quantitative and qualitative dimensions. |
believe that a proper analysis is required to better comprehend the rea-
sons why the local integration has not actually taken shape. | suggest
studying the reasons for the slower integration compared to the rest of
the world in this sub-region with a higher potential for integration.

I guess we deal with a completely different phenomenon, when the
present scale of world economic integration makes the regional

T he Northeast Asian sub-region has been up to now an area of
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economies skip over the regional integration level and pass on to a
global one. Should it be the case, it is worth studying as a positive and
progressive process.

Indeed, it is customary to believe that a global integration is the next
step after a preliminary stage of sub-regional and regional integration.
And what if Northeast Asia with its world-class economies “jumps
over” the transitional stage and reaches a higher integration level?

From this perspective, one can easily view the actions taken by Bei-
jing, Tokyo and Seoul to establish closer relations with ASEAN as far
from being separatist or against the sub-regional integration within
Northeast Asia. More than this, the above actions may only stimulate
the integration, provided it is considered a higher level phenomenon,
free of isolationist impulses and genuinely liberal.

From this perspective, Moscow's intention to join the Northeast
Asian integration is quite justifiable because the sooner Russia joins
the WTO on mutually acceptable terms, the more favorable it is for
sub-regional integration from a strategic point of view.

So our view of the matter is as follows: We are in favor of integra-
tion, meaning the integration of a larger grouping. Let us put an end to
splitting the world. It is high time to eradicate the “block policy” and is
time to integrate as it corresponds to the spirit of our time — the time
of globalization.

Two approaches arise from it: The composition of a “larger team” of
integrating nations and the quality of that “broader integration.” But
first, what do | mean by “broader integration?” It means, from my per-
spective, that it has to come up to global scale of coverage. Institution-
ally, the existing structures like the WTO and APEC may look good
enough but with some substantial reservations.

Turning back to different approaches, as far as the Northeast Asian
sub-regional integration member states are concerned, | would outline
Russia and the Democratic People's Republic of Korea. Our country is
not yet in the WTO, and North Korea is neither in the WTO nor in
APEC. Our joint interest is to stimulate the two above nations’ integra-
tion into the WTO and APEC. | would admit applying some privi-
leged conditions for North Korea, if only to promote overcoming its
total isolationism.
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As for “broader integration,” this looks to be a separate, problematic
and large issue. We have to consolidate the integration of APEC first
but also the WTO. We might try to work our relevant suggestions for
the sake of our own integration.

Here comes the answer to the question that might be shaped with
my respected colleagues: What is the essence of Northeast Asian
sub-regional integration as an independent phenomenon? The answer
is to join the WTO and APEC, be integrated around joint, advanced
and progressive positions, and thus not only stimulate but in a certain
way also lead modernization in the interests of our sub-region.

This does not at all mean that there is no place for a normal local
integration process in the Northeast Asian sub-region. More substan-
tial prerequisites for this are taking shape. | mean the compatibility of
joint interests and contradiction in the nations of the sub-region. This is
what | would especially focus on.

Generally speaking, this factor seems to be ranking as the top, deci-
sive one for shaping the Northeast Asian sub-regional integration
process. It worth mentioning that up to now, this factor did not favor
the process of integration. Presumably, the situation is turning to the
opposite. And a positive trend is obvious not only in smoothing the
contradictions but in boosting the integration trends.

Figuratively speaking, the scale of common interests and
sub-regional integration starts to overbalance the scale of contradic-
tions. As far as integrity is concerned, | would like to focus on this
issue in terms of Russia and its national interests. | dare say that the
Russian factor may be rated as a cornerstone for Northeast Asian inte-
gration.

This is especially and clearly seen from the fuel and energy sector. In
this particular field, all Northeast Asian nations fully share common
interests. Russia, on one side, is interested in expanding its fuel and
gas supplies to the Northeast Asian countries. This is proved by a vir-
tually signed decision on the construction of the Taishet-Nakhodka
oil-pipeline, costing almost $15.5 billion, aimed at reaching Japan and
the People’s Republic of China.

On the other hand, our neighboring partners in Northeast Asia are
striving to diversify their energy suppliers by means of Russia. They
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express readiness to reach this by direct investments in the Russian
oil-mining industry. | would remind you of at least the “Sakhalin-1”
and “Sakhalin-2” projects that envision, and this is especially indica-
tive, follow-up supplies of condensed gas by Japan to South Korea.

Howvever, | would not like my respected colleagues to get a wrong
impression of Russia as having a potential for purely raw material
exports only. In this connection, | would draw your attention to an
example of cooperation in a more high-tech industry: motor car con-
struction. Now when Russia is turning to an attractive market for car
manufacturing and car sales, the Korean car makers Daewoo, Hyundai
and Kia have long been leaders on that market.

Japan with its Toyota car-making corporation is close to reaching an
agreement on setting up a factory in Russia. There has recently been
an agreement reached with the Chinese automobile corporation First
Motor Works (FAW) for a joint output of Chinese motor vehicles at the
Moscow ZIL factory.

Howvever, the point rests not only with Russia but also with the com-
mon interests of all the nations of the sub-region concerned. In this
connection, | would emphasize as a very notable and promising point
that it is the People’s Republic of China, Korea’s closest neighbor in the
region, that has lately replaced the U.S. as the largest trade partner of
the country hosting this forum.
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Seoul’s Northeast Asian
Cooperation Initiative:
A View From Washington

Kent E. Calder

s any casual glance at a map of Northeast Asia will indicate,

Athe Korean Peninsula lies at the very heart of the region.

Beijing, Shanghai, Osaka, Tokyo and Vladivostok — not to

mention Pyongyang — are all within a very short radius of the heart of

Seoul. And they are generally closer to Seoul than to each other. If

Northeast Asia were a viable, definable region, Korea would doubtless
be at its heart.

The problem for Seoul, and the dilemma for Washington, is that
Northeast Asia is not such a viable region as yet, although it has the
clear potential to be. A divided Asia, with wealthy Japan and a
dynamic, rising Republic of Korea on its side of the line, complement-
ed by a hub-and-spokes system of bilateral alliances connecting each
Asian nation with Washington, has served American geo-strategic
interests for half a century. Yet insisting narrowly on such a concept in
future, as intra-regional interdependencies deepen, could well under-
mine the trans-Pacific trust so vital to maintaining America's key
alliances in the region. New paradigms are clearly needed as Asia
grows, and as it grows more interdependent.

The United States, in its assent — and indeed its advocacy — of the
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six-party talks process has already indicated some flexibility regarding
institutional paradigms. It does not insist that the “hub and spokes” —
a series of bilateral security relationships radiating out from Washing-
ton — be the sole form of security architecture in the north Pacific. But
it does insist-with an increasing degree of urgency — that whatever
structures exist be capable of coping with the underlying security
problems of the region.

Most urgent of these in Washington's view, of course, is the North
Korean nuclear crisis. Despite nearly three years of negotiations and
multilateral pressure since October 2002, the DPRK's nuclear capabili-
ties appear to have steadily increased, with recent estimates suggest-
ing that the DPRK may have amassed the plutonium for six to eight
nuclear weapons, and may be accumulating enriched uranium as wvell.
In February 2005, as is well known, it declared itself to be a
nuclear-weapons state.

While the nuclear issue is clearly an urgent question that neither
Washington nor Seoul can afford to ignore — partly for reasons of
global security, including NPT and potential linkages to terrorism-it
desperately needs to be placed in a regional context. For, the form of its
resolution could have enormous consequences for the type of North-
east Asia that emerges in its aftermath. The resolution of the nuclear
crisis, in short, could either stabilize the region, by binding its mem-
bers, including the United States, into a constructive process of region-
al development, or compound its instabilities.

A stabilizing arrangement, in my view, would be one that institu-
tionalizes an ongoing six-party consultation mechanism for deliberat-
ing on emerging economics and security problems in the region, con-
tingent on a resolution to the nuclear crisis. This mechanism would
clearly involve a clear participatory role for the DPRK, but no veto
power on deliberations. If the DPRK did not choose to participate, the
other five members should reserve the right to proceed independently
on issues of mutual interest.

A stabilizing arrangement should also combine re-affirmation of the
US-ROK alliance, and the presence of basic American deployments in
the ROK, with more explicit American appreciation of the ROK's con-
structive role in providing regional assistance. In the wake of a nuclear
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settlement, it should also involve strong American support for sub-
stantial new infrastructure projects, funded by bilateral aid programs
and by major multilateral institutions, such as the World Bank and the
Asian Development Bank. Support for a large-scale Northeast Asian
electric-power grid, and for regional gas pipelines, should be among
the major projects considered.

With North Korea isolated from interchange with the broader
world, South Korea is a geo-strategic island, as any casual look at a
map of Northeast Asia will indicate. In constructive interdependence,
the DPRK becomes a bridge between Seoul and points further north.
Indeed, its very geographical centrality in the region could generate
healthy, economically based leverage for the DPRK, once the nuclear
issues is resolved.

Although the status quo of static North-South relations is no doubt
preferred by many in Washington, a more dynamic role for the ROK
in Northeast Asia is not necessarily a negative development for
US-ROK relations, provided that mutual trust can be maintained.
Korea’s Middle East security presence is useful in this regard, as are
affirmations by both nations of the continuing utility of America’s for-
ward-deployed presence in the ROK and Japan. American apprecia-
tion for Korea’s potential as a hub for Northeast Asian economic trans-
actions, coupled with supportive Korean steps on foreign investment
and economic reform, would also help accommodate Korea-US rela-
tions to the emerging realities of Northeast Asian regionalism.
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Northeast Asian Community:
Moving from Vision to Reality

Yunling Zhang

l. Introduction

Community building has been identified as the goal of Northeast
Asian cooperation. What does “community building” mean? People
all seem to agree that due to the great diversity and also the culture of
the Northeast Asian region, a community does not mean a
European-type regional organization with the power manage to
regional affairs. The aim of Northeast Asian community building is to
create an environment for living together peacefully and for realizing
prosperity through cooperation.

Economically, a community will make the regional economies
highly integrated and shared great interest for common prosperity.
Intra-regional trade and investment flow are well developed through
liberalization and cooperation arrangements. The nature of the
Northeast Asian community is probably not to establish a super
regional organization, but to make regional economic activities per-
form by rules and standards through agreements. If necessary, the
regional institutions can only be for consultation and coordination.
By a community, the region should develop a spirit of cooperation
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aimed at solving common issues like the environment, transporta-
tion, energy etc. together and helping the less developed economies
catch up.

Politically, a community will make the region stable and trusting
through cooperation. Northeast Asia shares history and culture, but
also has grievances and even conflicts. Based on a sprit of community,
countries in the region should develop a good neighbor policy and
culture and solve differences through consultation and cooperation.
Diversity is the reality of the region. Differences are not the reason that
let any regional member get left out of the community building. Politi-
cal respect and tolerance should be the culture of Northeast Asia. Mass
media and means of new information especially should help to create
this shared culture and value in modern society. The real cooperation
of three major countries, i.e. China, Republic of Korea (ROK) and
Japan is essential in leading the region toward a community. Leaders
of the three countries should establish a formal cooperative mecha-
nism both for normal exchanges and emergent meetings.

In the security aspect, a community should realize the lasting peace
of the region. Northeast Asia is still divided by two means: the divi-
sion of Korean Peninsula, as well as security architecture. Community
building should coming to the fore mostly to help resolve the con-
frontation on the Korean Peninsula and also to develop an integrated
security framework for all members, may be based on the existing
“six-party talks” if it can move forward with success. A community
with security should also develop the spirit for solving the remaining
or emerging problems through consultation and cooperation.

The Northeast Asian community should be represented not by a
unique regional organization, but by a comprehensive framework
combining multi-layered cooperation mechanisms supported by for-
mal agreements, cooperation programs both on the central and local
government levels, exchanges of civil societies, as well as some possi-
ble institutional establishments. It is too advanced to predict that the

1 Chang Jae Lee, “Rational for institutionalizing Northeast Asian economic coopera-
tion and some possible options,” in Yoon Hyung Kim and Chang Jae Lee (eds.),
Strengthening economic cooperation in Northeast Asia (Seoul: KIEP, 2004), p. 23.
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Northeast Asian region will be governed by an integrated regional
organization with all countries participating.

Yes, it is true that suspicions prevail concerning Northeast Asian
community building, since there are so many obstacles on the road. By
calling it community building, the first thing we need is cultivating a
sprit and value of the regional cooperation and trust, not just between
governments, but also in societies and especially among the peoples.
The community is a process that gradually deepens and expands. The
good of the future rests on our efforts now, rather than just waiting for
it as a vision.

I1. Increasing Economic Integration

The three economies of China, Japan and the ROK account for a vast
majority in the Northeast Asia regional economy. Their economies
have increasingly become integrated. This has been reflected by the
fast increase of trade and other economic exchanges in three bilateral
ways, i.e. between China-Japan, China-ROK and ROK-Japan.

Importantly, the integration is created by FDI-led intra-trade and
related service activities. FDI flow becomes a focal factor in making the

<Table 1> Trade Relations between China, Korea and Japan
(In billion US dollars, export and import)

China-Japan China-Korea Korea-Japan
2000 83.1 345 52.3
2001 87.8 35.9 43.1
2002 101.9 441 44,0
2004 167.9 90.1 53.6*

% for 2003.
Source: China Statistics, JETRO, Statistics and Surveys

2 Itis difficult to build up a regional organization with real function that could gov-
ern the regional affairs. See Yunling Zhang (ed.), Northeast Asian economic coopera-
tion(Beijing: World Affairs Publisher, 2004), p. 3.
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three economies more and more integrated since the increasing share
of trade between the three countries are FDI related. For example, for
about 40 percent of Japanese and Korean companies invested in China,
their intra-firm trade share is as high as 75 percent, and almost half of
Japanese companies invested in China have over 75 percent of their
products sold back to Japan.® Although FDI flows are currently mainly
from Japan and ROK to China, the economic integration finds its ratio-
nal through efficient restructuring of the manufacturing industries.
This intra-industrial division of production and services has helped to
build up a network, which made the three economies highly interde-
pendent and beneficial to each other. It is obvious that economic link-
ages emerge within the three economies, which are different from sim-
ple trade. Furthermore, the restructuring of manufacturing industries
has created new businesses of services, like finance, transportation,
logistics, and also it has encouraged more and more movement of
human resources among the three economies. Looking toward the
future, following China’s economic progress, capital flow from China
to Japan and ROK will also increase, which will help create a more bal-
anced structure of economic integration.

This economic integration has been driven mostly by the market of
companies based on their business strategies for economic efficiency
and profit. There has been criticism that market-driven restructuring
by companies would hurt the home economy since it should create a
“hollowing out” effect. The fact has shown that the new division of
production and service based on comparative advantages has created
significant benefits to all sides and the dynamic effects seem very posi-
tive, even to FDI home countries due to their rational restructuring.
China has benefited largely from receiving FDIs from the ROK and
Japan, which has helped China to develop its modern manufacture
industries and to build up a competitive capacity for exports and also
the domestic market. At the same time, both the ROK and Japan have
also been benefited from timely restructuring of their economies,

3 Zhang Qi, Major impediments to intra-regional investment between China, Japan
and Korea, paper presented at symposium on “strengthening economic coopera-
tion in Northeast Asia”, Beijing, Sept. 29, 2002.
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which has helped improve their competitiveness in the long run. This
complimentary structure of economic linkages among the three
economies will continue to exist in the future.

Economic integration calls for institutional transparency and stabili-
ty, market liberalization as well as close macro-economic coordination.
Market driven integration is not perfect. If it is without institutional
arrangement, the business transactions may be still be blocked by all
kinds of barriers, both tariff and non-tariff measures. As a matter of
fact, among the major economies of China, ROK and Japan, non-tariff
restrictions still largely exist.

Furthermore, from the perspective of the Northeast Asian region as
a whole, the participation of other economies in the region should be
encouraged. Mongolia, Russia, as well as the Democratic People’s
Republic of Korea (DPRK) are also members of the region. Trade
exchanges and investment flows, as well as network building should
be gradually extended to those economies.

[11. Progress of Economic Cooperation

Economic integration leads to economic cooperation. Northeast
Asian economic cooperation has developed in a multi-layered struc-
ture, in both institutional and non-institutional ways.

On an institutional level, FTA arrangements are the most important
development. ROK and Japan have already signed their investment
agreement and started FTA negotiations from 2003 and it seems that it
plans to be concluded by the end of 2005. China and ROK wiill start
their FTA feasibility study in 2005 and it seems that it may start in
2006. Only China and Japan have not prepared their FTA process yet.
Japan calls for a bilateral investment agreement first, but China hopes
to negotiate a close economic partnership agreement including trade,
investment and service. As for a trilateral FTA, the joint study group
submitted to the Trilateral Summit Meeting in 2003 a report and policy
proposal on strengthening the trilateral cooperation, evaluating main-
ly the economic effects of a feasible trilateral free trade agreement,
with the conclusion that the trilateral free trade agreement would
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bring about substantial macroeconomic effects favorable to the three
countries. A joint study on the possible modality of trilateral invest-
ment arrangements was conducted and the joint study group held sev-
eral meetings, with the common understanding that the promotion of
trilateral investment would increase the dynamism of the three coun-
tries’ domestic economies and strengthen trilateral economic coopera-
tion. The joint study group report suggested that a legal framework
should be explored concerning the trilateral investment. But consider-
ing the differences of policy priorities and interests, the trilateral FTA
for China, ROK and Japan seems not on the immediate agenda,
though China calls an early start of it.*

An important process is the joint declaration on the promotion of tri-
partite cooperation among the three countries signed in Bali, Indonesia
on Oct. 7, 2003 during the leaders’ meeting of China, Japan and Korea.
As the declaration stated, “With geographical proximity, economic
complementarity, growing economic cooperation and increasing peo-
ple-to-people exchange, the three countries have become important
economic and trade partners to one another, and have continuously
strengthened their coordination and cooperation in regional and
international affairs. The cooperation among the three countries
demonstrates the gratifying momentum for the development of their
relations.” The leaders of the three countries have held regular infor-
mal meetings since 1999. The departments of various areas have estab-
lished mechanisms for meetings at the ministerial, senior official and
working levels. The areas of cooperation include trade and investment
facilitation measures ranging from customs, transportation and quality
supervision, inspection and quarantine.® For example, the customs

4 Michael G. Plummer argued that rising levels of interregional trade and invest-
ment flows in Northeast Asia derive mainly from interaction with China, rather
than between both Japan and South Korea. He suggested that “if the flag is to fol-
low trade, the agreement should be three-way”. See Yoon Hyung Kim, Chang Jae
Lee (ed.), Strengthening economic cooperation in Northeast Asia (Seoul: KIEP, 2004),
p.174.

5 Declaration on promotion of tripartite cooperation among three countries, Bail,
Indonesian on October 7, 2003.

6 The leaders agreed in the Joint Declaration the promotion of cooperation in 14
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authorities have developed dialogue and cooperation for trade facilita-
tion. Bilateral meetings on customs have been held and views on mea-
sures on swift customs clearance have been exchanged. The customs
mutual assistance agreement (CMAA) between China and the ROK is
already in place, a ROK-Japan CMAA seems ready and a China-Japan
CMAA is now under negotiation. In the transportation area, the
Northeast Asia port director-generals meetings have been held since
September 2000. They conducted joint studies on the promotion of
cruise, investment and free-trade zones as well as the new design
method of port facilities. In the information and communications tech-
nology area, the trilateral ICT ministers’ meeting was formalized and
the ministers agreed on closer trilateral cooperation and the frame-
work of an “East Asia (CJK) ICT Summit.” The working groups were
set up for cooperation on six areas (next generation Internet-1Pv6, 3G
and next generation mobile communications, network and informa-
tion security, telecommunication service policies, digital TV and
broadcasting, open source software) and they held meetings respec-
tively.

Environmental cooperation is another important area that has
achieved progress and includes a comprehensive sub-regional envi-
ronmental cooperation mechanism in Northeast Asia, and the moni-
toring and early warning network system for dust and sand storms,
the Acid Deposition Monitoring Network in East Asia, the Northwest
Pacific Action Plan for the protection of the regional marine and
coastal environment, and the Northeast Asia Sub-regional Program for
Environmental Cooperation. Cooperation for sustainable development
for the seas of East Asia has been made in the framework of the “Part-
nerships in Environmental Management for the Seas of East Asia.”

Energy cooperation is considered as one the most important areas
that Northeast Asian countries should cooperate in, both for energy

areas, including economy and trade, culture, people-to-people exchanges, and
politics and security, as well as the establishment of the Three-Party Committee,
which is headed by the foreign minister of the three countries to study, plan, coor-
dinate and monitor the cooperation activities. See Joint Declaration on the Promo-
tion of Tripartite Cooperation, Trilateral Summit, 2003.
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consumption and energy supply. China, ROK and Japan are Asia’s
three largest energy consuming countries. An energy ministers’ meet-
ing was held in 2004 for consultation and three ministers agreed to fur-
ther deepen cooperation and partnership. However, due to their com-
petition for energy supply security, real cooperation needs real action.
An energy community can only be built up by a cooperative spirit and
cooperative policies, not just for major energy consumers, but also for
energy suppliers. Viewed from reality, neither the three major energy
consuming countries, nor key energy supplying countries have taken
real action in moving toward the direction of an energy community.

The cooperation in the IT sector among the three countries has been
developing in depth through both company initiatives and govern-
mental efforts. The three countries now are cooperating in developing
the Northeast Asian IT R&D standard and network (new generation
internet, phone system etc.). It is proposed that an IT common market
should be first developed by China, ROK and Japan, one which forms
an important foundation for a real Northeast Asian FTA.”

Cooperation for promoting tourism in the Northeast Asian region
has been given special attention in recent years. In order to stimulate
tourism demands, China, ROK and Japan tourism authorities have
launched joint tourism promotion programs linking the three coun-
tries as a single destination. Trilateral exchanges of tourism have
become more active with this new initiative.

In other areas, such as education, cultural exchanges and tourism
promotion etc., cooperation among China, ROK and Japan has also
developed.

Besides, there are other kinds of cooperation in the region. For exam-
ple, sub-regional cooperation like the Tumen River development pro-
gram, China-Russia close border economic ties, the newly emerging
ROK-DPRK Gaesong industrial development zone, cooperation
between the local cities and communities on port linkage, resource
development, urban management etc. have developed more actively

7 Yong Ho Kim, “New pattern of economic cooperation in Northeast Asia and the
cooperation among Korea, China and Japan,” Journal of Northeast Asia Studies,
No.1, 2005, p. 8.
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than on the central government level. Community building for the
region usually finds its momentum in these “grass roots” activities.

The development of cooperation in the Northeast Asia region, cur-
rently mainly among China, ROK and Japan, serves as a gradual
process for community building. However, the progress of this process
seems too slow and limited for such a high-level of economic integra-
tion and interdependence of the three countries. Trilateral cooperation
on the government level is more reflected by meetings or forums. In
the key areas, like macro-economics coordination, a trilateral FTA and
the energy community etc., real institution building and joint actions
are far from satisfactory.

IV. East Asian Cooperation Context

When talking about Northeast Asian cooperation, we should link it
to the process of East Asian cooperation since it becomes an integrated
part of the East Asian cooperation process. The East Asian cooperation
process, currently in the form of “10+3” i.e. the 10 ASEAN countries
plus China, Japan and Korea, formally started in 1997 after the finan-
cial crisis. Notable achievements have already been made: an institu-
tional framework for regional cooperation through annual leaders’
meetings, ministers’ meetings (currently 10 areas) and senior officials
meetings; real progress in financial cooperation through the Chiang
Mai Initiative; preferential trade arrangements (PTA) like AFTA,
China-ASEAN FTA, the Japan-Singapore closer economic partnership
agreement (JSCEP) and on going Japan-ASEAN, as well as
ROK-ASEAN FTA negotiations; as well as sub-regional development
projects, like the Great Mekong Development Project.

The foundation of East Asian cooperation rests on the increasing
economic convergence of the region, where Northeast Asian
economies play the key role. The economic convergence started by a
“flying geese model,” was lead by Japan and is followed by the “four
dragons.” This helped to build a “vertical” chain through capital flow,
technological transfer and the supply of manufacturing parts, thus for-
mulating an intra-regional economic connection based on a kind of
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economic development chain.

The regional economy went well until the 1997 financial crisis. The
crisis showed that East Asian market-based integration is vulnerable.
The crisis changed the environment and structure of East Asian eco-
nomic growth and integration. In the aftermath of the financial crisis,
there emerged a new push for regional cooperation, which lead to the
first ASEAN plus China, Japan and Korea leaders’ meeting in Kuala
Lumpur in November of 1997. This meeting opened the way for a new
regional cooperation process based on shared interests and common
desires, which implied a newly defined regional identity, i.e. East Asia.

The East Asia cooperation features as a multi-layered process.
ASEAN is a pathfinder in promoting regional integration and coopera-
tion and has a unique role in bridging East Asian countries into an
East Asian cooperative process. Japan as the largest economy in the
region is a key factor in any regional integration. Japan started its first
FTA negotiation with Singapore and now is negotiating both bilateral
and sub-regional FTAs (Japan-ASEAN). Japan has shown its interest in
moving toward an East Asian FTA in the future. ROK played an active
role in promoting East Asian community building by proposing the
EAVG and now seems ready to adopt a more active regional FTA
strategy. China started to become active in joining the regional
arrangement after its accession to WTO. It moved ahead of others to a
FTA with ASEAN.

The train of East Asian cooperation seems to be moving faster, by
planning an East Asian summit in 2005. Although there is no consen-
sus yet on the final goal for regional cooperation, the train will not stop
anyhow.

East Asian countries try to adopt a pragmatic approach. A multi-lay-
ered model mostly referring to trade and investment liberalization fits
the regional reality. Importantly, by concluding the negotiated agree-
ments, it helps to follow the rules and standards for regional economic
activities, which constitute the legal foundation for regional institu-
tional building.

East Asian cooperation and integration is a comprehensive process.
Although it is difficult to envisage a regional identity like the EU as the
final goal, gradual institutional building seems inevitable. By starting
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with a multi-layered process, it is necessary for East Asian countries to
consolidate all the different processes into an integrated process and
finally to move to a single regional arrangement.

As for Northeast Asia, it should play an active role in supporting
and promoting the East Asian community building due to its great
weight in the region. While making more efforts to move its own
regional cooperation process, it should show its key role in moving the
process faster. Although ASEAN will continue to play a special role in
leading East Asian community building, the key role of the three
Northeast Asian countries, China, ROK and Japan, should be designat-
ed. To play the key role, it is important for the three countries to show
their joint effort either to move the Northeast Asian FTA faster, or to
push an East Asian FTA (EAFTA) together based in three “10+1” FTAs
(China-ASEAN, Japan-ASEAN and ROK-ASEAN). Also, they should
play a significant role in helping the less-developed countries in East
Asia improve their economies and enhance their capacity to meet the
challenges of market liberalization.

On the other hand, the East Asian cooperation process also helps to
facilitate Northeast Asian cooperation. For example, the “10+3”process
helps to bring the three Northeast Asian leaders together and set the
course for a formalized leader’s meeting every year and other govern-
mental cooperation mechanisms. In this respect, East Asian coopera-
tion serves as a binding factor in bring Northeast Asian countries
together and encouraging them to move faster.

V. Vulnerable Political Trust

Community building needs political trust and cooperation among
the countries in the region. Due to the historical grievances as well as
current differences, the Northeast Asian region first needs political rec-
onciliation based on the normalized and improved bilateral relations.
The current fact is that the political reconciliation process has started,
but still has a long way to go.

China, Korea and Japan started their high level political dialogue
under the framework of “10+3” beginning in 2000. This mechanism of
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a top leaders’ dialogue has led to the trilateral economic cooperation
mentioned above. Also, this mechanism helps to improve political
relations and enhance understanding and trust among the three coun-
tries. However, this trilateral cooperation still needs sound bilateral
relations. Due to the special history factor, the trust building cannot be
done without consolidating the understanding of history among the
three countries. The misleading trend on Northeast Asian historical
issues in Japan makes its political trust with China and ROK in a crisis.
This makes the political foundation for the trilateral cooperation very
vulnerable.

How to overcome this vulnerability? In order to overcome the cur-
rent dilemma, Japan should do more to gain the trust of the other
Northeast Asian countries through its actions on the issue of history.
The other Northeast Asian countries, especially China and ROK,
should also take more forward-looking measures in helping people to
move out of suffering over the past. Government officials have great
responsibility to reduce, rather than increase the hostility among peo-
ple.

The trust between China and Japan is crucial for Northeast Asian
community building. In facing China’s quick rise, Japanese seems to
have an “ill feeling” that China’s rise would hurt Japan’s interests. This
has a negative impact on Japanese government, which in turn makes a
bold policy toward China. It is considered that Japan’s hesitation
about its relationship with China reflects a lack of strategic vision.® On
the Chinese side, people still do not trust Japan’s sincerity on its past,
but also on its current policy intentions toward China.® The
“anti-Japanese feeling” among the young people has even become
worse.

On Korea-Japan relations, a similar situation appears. Despite efforts

8 Takahara Akio, “Japan’s political response to the rise of China,” in Kokubun Ryo-
sei, Wang Jisi (eds.), The rise of China and a changing East Asian order(Tokyo, JCIE,
2004), p.170.

9 Xu lJian, a Chinese scholar argued that compared with other powers, Japan seems
to have even more reservations over the rapid development of China, Paper pre-
sented on “The international symposium on peace and prosperity in Northeast
Asia”, Seoul, January 13, 2005, Conference papers, p. 30.
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on improving bilateral relations made by the two governments, the
newly emerging conflicts on historical issues and territorial disputes
have deteriorated the foundation of the bilateral trust.

The problem is considered to be a result of emerging nationalism. As
a worried leading Japanese columnist wrote, “such hostile attitudes
toward one and other, if unchecked, could have disastrous effect.”
Then what can be done? The first thing to do is improve bilateral rela-
tions through new efforts. As history is a special issue that cannot be
simply overcome, the Japanese government should do by itself to
show the others that real actions have been taken in correctly moving
out of history. Current disputes over territory and sea zones should be
handled through cooperation and preparation for negotiation on those
disputes should be done cooperatively among the related parties.
Since a trilateral mechanism for high level dialogue and cooperation
already exists, those issues should be discussed during the summit
meeting. This requires that the role of the leaders’ summit should be
strengthened. Furthermore, only government-to-government dia-
logues are not enough, some times they are even not helpful, thus the
role of people-to-people exchanges and NGOs should be encouraged.

Northeast Asia needs more regional, civilian-based cooperative
institutions. On the one hand, community building in Northeast Asia
needs all bilateral relations improved, and on the other hand, the
process itself should significantly help to enhance their relations. It is
clear that desire for economic cooperation reflected in leaders’ state-
ments require strong political back up. Ideally, if real progress is made,
the current cooperation mechanism of the three countries will become
a core institution that can receive other members in Northeast Asia as
they join in community building. However, currently, its foundation is
too weak.

Security is another area that needs to be handled well for the North-
east Asian community. There are two general security challenges: one
is the divided security structure, i.e. U.S. military alliance and the oth-
ers. This division is a result of the Cold War, but it still exists now. The

10 See Yoichi Funabashi, source same as footnote 7, p. 41.
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division of the Korean Peninsula may be the excuse for its mainte-
nance, but this is not helpful for solving the peninsular division. Now
we have the mechanism of six-party talks on solving the nuclear issue
of the DPRK. It is clear that the nuclear issue cannot be solved inde-
pendently without other comprehensive arrangements, since it con-
tains a complex relationship accumulated over decades. It is desirable
if the six-party talk mechanism could become a Northeast Asian secu-
rity framework arrangement when it shows that it is functional in
solving the nuclear crisis and ending confrontation. The U.S. participa-
tion in the Northeast Asia security framework is necessary since it is a
key factor to all security matters.* However, the real test for a North-
east Asian security framework is whether it can be changed from a
confrontational to cooperative nature, i.e. a new cooperative security
arrangement.

Due to the complexity of the Northeast Asia political and security
situation, people just try to talk about economic cooperation and com-
munity building. The facts show that the Northeast Asian community
needs a broad foundation including economic, political, as well as
security mechanisms, although the economic mechanism should and
could go faster than the other areas.

VI. China and ROK Working Together

China and ROK are two key players in Northeast Asian community
building. This has been reflected on three layers: one is their individ-
ual position and role in the region; another is their mutual relationship
and the third is their joint efforts.

With its large size, big population and fast growing economy, China,
although still a developing country, is playing a special role not just in
maintaining regional economic dynamism but also in promoting
regional cooperation and helping regional stability. The role of China’s

11 Kent Calder and Min Ye, “Regionalism and Critical Junctures: explaining the
organization gap in Northeast Asia,” Journal of East Asian Studies, No.4, 2004, p.
215.
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market in the region becomes increasingly important. China’s market
is the binding factor through trade and FDI flows that bring Northeast
Asian economies together under a production and business network.
China proposed to set up the economic and trade ministers’ meetings,
in the following year, China has proposed to start the academic study
in the feasibility of a trilateral FTA between China, ROK and Japan.

In the political and security aspects, China, based on its long-term
peace and development strategy and “good neighbor policy,” plays a
positive role in reducing regional tension and improving the security
environment by initiating and participating in the six-party talks.

ROK, as a member of the OECD, is more economically advanced
than China. It has competitive advantages in IT and some other areas.
The ROK becomes an important source for FDI flow especially to
China, based on its long-term strategy, its efforts to become the impor-
tant centers for Northeast Asian logistics, IT and culture industries.

The ROK’s position and role is unique in transforming the conflicted
Korean Peninsula into a cooperative and finally a united and peaceful
place. Its “one Northeast Asia” vision and initiative helps to create a
“shared value for trust, mutual interest and living together which is
the foundation for Northeast Asian community building.®

China-ROK relations have developed in a comprehensive way. Eco-
nomically, the two countries have established a kind of highly inde-
pendent structure. China became the largest export and FDI market
for ROK. In 2004, the two-way trade between the two countries
exceeded $90 billion and in 2005 it will overpass $100 billion. An
important change is that the trade between the two countries has
moved to a high structural level with the majority as capital and
high-tech products. FDI from ROK to China has increased fast, and in
2004, it was the largest among all FDI inflows to China, with the accu-
mulated investment size reaching $25.8 billion, the fourth largest FDI
by country, only after the U.S., Japan and Singapore. It is estimated
that more than 40 percent of ROK companies have investments in
China. China has gained significantly from receiving FDI flows and

12 Chung-in Moon, “Northeast Asian economic community and coping strategy,”
Journal of Northeast Asian Studies, No.1, 2005, p. 6.
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importing IT intermediate products, and ROK also has benefited
remarkably from investing in China, which is necessary for restructur-
ing its economy and keeping it competitive. The highly complimenta-
ry nature of China-ROK economic relations will continue to exist in
the future.® More importantly, the two economies have become inte-
grated from the internal structure point and relied on each other. Con-
sidering China’s great potential, it will provide a long and secured
huge market for the ROK. This is a win-win formula, no one is a loser
though both sides have to manage to meet the future competitive chal-
lenge from each other on the one hand and from other parties on the
other hand.*

An early comprehensive structured FTA for China and the ROK is
highly beneficial to both. The two governments now prepare for nego-
tiation and hope to complete next year. A China-ROK FTA will facili-
tate the process of a China-Japan FTA and maybe the trilateral FTA in
general, since there are two FTAs, i.e. a ROK-Japan FTA and
China-ROK FTA.

For developing a real comprehensive cooperative partnership rela-
tionship, trust between China and the ROK must be enhanced. Differ-
ences should be solved through consultation and cooperation. Thus,
China and the ROK should cooperate in more broad aspects than just
the economic area. The two countries share the common interest in
keeping peace based on a gradual transition of Korean Peninsula rela-
tions. They play the key role together in engaging the DPRK and inte-
grating it into regional community building.

For Northeast Asian community building, in general terms,
China-ROK cooperation will be helpful for China-Japan relations,
which now appear to be in a difficult situation.”® As mentioned above,

13 China’s investment to ROK will increase along with its economic upgrading.
China may become the largest investor in ROK in the coming future. Cao
Shigong, “An evaluation on the economic relations between China and Korea,”
Northeast Asian Studies, No. 1, 2004, p. 11.

14 1t is considered that Korea should take China’s challenge as a catalyst for its
industrial upgrading and domestic reforms, rather than taking simply as a
threat. Young-sook Nam, “China’s industrial rise and the challenges facing
Korea,” East Asian Review, Vol.16, No.2, summer 2004, p. 64.
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in order to build a Northeast Asian community, the three countries
must first improve and make close three bilateral relations. China and
the ROK should take the lead in this direction.

The Northeast Asian community is a vision and also a dream that
needs great effort to be realized both by a good sprit and real actions.

15 Jong-Pyo Hong, Regional integration in Northeast Asia-approaches to integration
among China, Korea and Japan, KIEP, CHAEC Research Series 04-04, p.18.
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Some Thoughts on Community-
Building in Northeast Asia

Xiao Ren

This year is a year of anniversaries, and one of them is the cente-

nary of the end of the Russo-Japanese War fought in 1904-1905.
At the turn of the century, exactly 100 years ago, Northeast Asian
international relations underwent drastic changes, and the undercur-
rents were surging. Imperial Japan was rapidly rising, and tsarist Rus-
sia was expanding eastward. The big and weak central kingdom China
was strenuously struggling for its territorial integrity and survival.
Korea was in danger and almost on the brink of the total loss of its
sovereignty. Then the war broke out, and by and large, it was fought
on the land of China. At the time, there was one young Chinese man
named Zhou Shuren, who happened to be studying medicine in
Sendai, Japan. Later he became the famous writer and thinker known
as Lu Xun. One day, he and his classmates were watching lantern
slides in the classroom, and some of them were about a few Chinese
who had acted as spies for Russia and had been captured and execut-
ed by the Japanese army. His classmates cheered and hailed. Then the
saddest thing for the young Chinese man appeared on the slides: He
saw smiles on the faces of some Chinese bystanders observing the

I t is a great pleasure to participate in the 3rd Jeju Peace Forum.
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scene of Japanese soldiers executing the poor spies working for Russia,
also a great imperialist power that was invading and annexing China’s
land. It became a decisive moment that caused him to make up his
mind to give up the study of medicine and instead choose writing as
his career because he recognized that medicine could not cure the Chi-
nese people’s iliness. He decided to use his pen to awaken them. He
became a great Chinese writer of the 20th century.

By mentioning this episode of history, | do not mean to remind you
of the unpleasant history of the Northeast Asian region. Quite the con-
trary, what | want to emphasize is how different a world we are in
now. Japan is different from the way it was in the early 20th century.
Russia is different. China is no longer the “sick man of East Asia.”
Korea is different too, though it is still suffering from separation of the
nation. Nowadays, we are talking about how to make Northeast Asia a
region of peace and prosperity, and for that matter, what we should
and can do to bring about a denuclearized Korean Peninsula. While it
will take time to build a community of peace and prosperity, and we
certainly have obstacles to overcome, the good news is that the elites of
the various countries in the region have increasingly become aware of
the necessity and importance of regional cooperation. The conscious-
ness of the region is growing, albeit slowly.

Below | would like to highlight a few recent developments and their
implications. First, | would like to point out that the earlier efforts for
regional development cooperation such as the Tumen River Develop-
ment Project initiated by the UNDP became stagnated and lost
momentum. More recent steps taken and progresses made are actual-
ly a component of one larger picture and have been stimulated by a
broader East Asian regional integration drive. In recent years, regional
cooperation in East Asia has kept making progresses.

I. ASEAN + 3

10+3 cooperation has made new progress in the past year, and they
can be listed as follows:
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- Four new cooperative institutions at the ministerial level were cre-
ated. They are in energy, public health, combating transnational
crime and communications.

- Financial cooperation deepened, and the implementation of the
Chiang Mai Initiative went well.

. Second-track mechanisms, such as the Network of East Asian
Think Tanks (NEAT) and the East Asia Forum, were active. They
together provide intellectual support for regional integration.

- The goal of building an East Asian community became clearer as
the objective of regional cooperation.

In the 8th 10+3 leaders’ meeting held November 2004 in Laos, the
East Asian countries agreed that they would hold the first East Asia
Summit 2005 in Malaysia, probably in December. It will be a new
milestone in East Asian regionalism. One question that remains is
how the East Asia Summit will be related to the 10+3 leaders’ meeting.
During the November meeting, China put forward seven concrete pro-
posals in order to move the 10+3 ahead:

- To build an East Asian Free Trade Area. China is willing to take
the initiative to start an academic feasibility study.

- To deepen financial and investment cooperation. China is willing
to fund studies in 10+3 regional financial and monetary coopera-
tion.

- To broaden security dialogue and cooperation. The 10+3 countries
should actively carry out the cooperative five-year plan of combat-
ing transnational crime. Since maritime security is becoming
increasingly prominent, China suggests that 10+3 seriously consid-
er strengthening regional collaboration in this area.

- To promote social, cultural and technological cooperation. In 2005
China will host the 7th Asian Art Festival in conjunction with the
Asian cultural ministers’ forum. China suggests that youth
exchange mechanism be invented and offers to sponsor a 10+3
youth friendship forum.

- In order to avoid overlapping, China proposes that in the second
half of 2005, the NEAT, East Asia Forum and ASEAN-ISIS, etc.
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may jointly hold an East Asian cooperation congress in China to
further explore regional cooperation issues.

- To better plan future East Asian cooperation. China proposes that
by looking back and looking to the future, the 10+3 countries can
jointly release a guiding document that will point to the direction
of EAC’s future development based on the 1999 Joint Declaration.
The document could be entitled “East Asian Consensus.”

- To be supportive of the 10+3 group. In 2003, the ASEAN secretariat
set up a 10+3 group. It is playing a positive role in the planning,
coordination and promotion of cooperation in various areas.
China proposes that the member countries pour in more resources,
and the Chinese side will contribute $200,000.

I1. ASEAN + China

Since they signed the Joint Declaration on Strategic Partnership for
Peace and Prosperity in 2003, ASEAN-China cooperation has been
moving ahead faster and more steadily.

Politically, the two sides have conducted political dialogue frequent-
ly and have gradually built up mutual trust. China honors its commit-
ment to the Treaty of Amity and Cooperation in Southeast Asia (TAC),
while ASEAN has reiterated its One China policy by releasing a chair-
man’s statement out of its foreign ministers’ meeting.

Economically, the China-ASEAN Free Trade Area made significant
progress, and the two sides reached a trade-in-goods agreement in
September 2004, which was formally signed in November. It calls for
zero tariffs on a wide range of agricultural and manufactured goods
by 2010. ASEAN and China have agreed to speed up service trade and
investment accords negotiations. The so-called “early harvest” pro-
gram to reduce tariffs on eight agricultural products is moving ahead
smoothly. The China-ASEAN Expo was successfully held in Novem-
ber. ASEAN has declared that it acknowledges China’s full market
economy status.

Third, in the security area, the two sides signed a MOU of coopera-
tion in non-traditional security matters. China is committed to join the
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protocol of Southeast Asia Nuclear Weapon-Free Zone treaty that is a
hallmark of ASEAN.

Fourth, in addition to the four ministerial cooperative mechanisms
in foreign affairs, economic affairs, transportation and customs, two
more were created. As a matter of fact, China-ASEAN cooperation
ranges widely from finance, agriculture, transportation, communica-
tion, and public health to human resources, education, tourism, sci-
ence and technology, and cultural affairs.

To better carry out the comprehensive economic cooperation frame-
work agreement that was signed in 2002, China and ASEAN have for-
mulated a strategic partnership action plan, detailing the various steps
that will be taken in the next five years.

I1l. China-Japan-South Korea tripartite cooperation

In 2003, leaders of the three above countries released an unprece-
dented joint declaration on promoting China-Japan-South Korea coop-
eration. The declaration lists 14 areas in which the three Northeast
Asian countries will cooperate with each other. In the past year, tripar-
tite cooperation made progress in all 14 areas. One important devel-
opment was the formation of the trilateral committee in June 2004.
Consisting of the foreign ministers of China, Japan and South Korea,
the committee held its first meeting in Qingdao, China, on the side-
lines of the Third Asian Cooperation Dialogue (ACD) foreign minis-
ters’ meeting. (ACD is a unique pan-Asian government dialogue and
cooperation institution that came into being in June 2002.) The trilater-
al committee’s job is to implement and coordinate what the leaders of
the three countries have agreed upon, and its meetings will take place
in each of the three countries on a rotating basis. Three research orga-
nizations in China, Japan and South Korea have been authorized to
jointly conduct a feasibility study concerning a possible East Asian
Free Trade Area.

Just to give you an example of what is going on in terms of
China-Japan-South Korea cooperation, the three ministers of environ-
ment held their sixth meeting in December in Tokyo and decided to
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set up a new working group to study further how to better protect the
Northeast Asian environment. The three countries will work together
to monitor acid rain in East Asia and to do research in long-distance,
transnational air pollution. The three ministers are concerned with the
issue of sand storms in the Northeast Asian region and have reached a
consensus to build a sand storm surveillance network and to share
information. The Chinese-Japanese-South Korean environment minis-
ters’ meeting got started in 1999 and takes place annually in the three
capitals on a rotating basis.
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