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Fesnd o the Soath-Nonth Economic Community [

Road to the South-North Economic Commumty

o7 #

I Introduction

South-North Kerean economic emchanges and eooperation began
with the imtative of South Koresn govenment i 1955 At that
timez, South Koren was preparing for the Summer Olvmpics in
Boaul, One of the ooncems by South Borea snd  imternistionsl
commumity was to deter North Koreas sggressive behawvior fovward
the South, Thus South Korea and the United States decided o
mitigate MNorth  Korean  belligerency by suggesting  friendly
aestures fowand the Northe South Borean President Bo Tee-Woo
ik Special Presidential Declarstion for National  Self-Esteem,
Untfiestion, and Prospenty i order to imtiste South-MNorth Korean
economic exchanges and cooperation.,

In this sense, Soith Koresn effots o bald  an economee
commumity between the two Koreas were begun more than ten
vears apo South Korean imibative was matenalized o 19988 when
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Daewno recetved approval from South  Korean  govemment on
importing  Morth  Korean  made  porcelain.  Subsequently  South
Korean firms  began economic  transactions  with Morth  Kaorean
coimterparts. Dumng  the imitial - stege,  South-North - Korean
economic exchanges and cooperation were performexd  along  the
lines  of mere indirect trade. These  intra-Korean  economic
exchanges and cooperation developed further to include processing
trade, which South Koresn firms provade capital and North Kores
provides  labor, Now numerous South Korean tourists can visit
Morth Korep via cruise ships and chimb Mt Kumgang, which s
famous for its magnificent scenery throughout four seasons after
Hyundai lsunched Wit Kumpang project im0 19495

Ml these achieverments have been made possible pamanly by
the mitiatives of South Korea In contrast Morth Korea has
maintained rather reactive and/or lukewarm attitude towards South
Kaorean efforts o accelerate economic exchanges and cooperation
between the two Koreas. It mav be more proper too sav that
Morth Korean atitude 15 that of mimmizng ecomamic interactions
with the South becawse it stll fears possible mdverse effect of
economic opeming-up. North Korea may still want to deal with
econamic hardship under its own terms even though it is in need
of outside help to feed its people.

Under these creumstances, how  can we procesd b build
Soath-Morth - Komean  economic commmunity?  First, im0 arder o
delinete future paths of building  South-North Koresn economic
commumity, the current  paper  attempes  to analyze  past
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achievements of South-North Korean  economic  exchanges  and
cooperation, Second, South Korean governmental policies regarding
intra-Korean  economic  exchanges  and  cooperation shall — be
examined. Third, analyses of impediments against expansion of
economic interactions and feasible solutions to expedite processes
of building economic commuonity shall be supgested.

II Past Achievements

1. The Basic Agreement

In the early years of the 1990k, Scoauth and North Komea
engaged i seres of high-level govemmental talks. The two
Koreas  effectuated  The  Agreement  on Reconciliation,
MNon-Aggression, and Exchanges amnd Cooperstion  (hereafter the
Basic Agreement] in February 192 The Basic Agreement is
composad of three chapters, one of which is primarly concemned
with exchanges and cooperation between South and North Korea
Especially, the Article 15 stated that “in order to promote the
integrated and balanced development of the national economy and
the welfare of the entire people, the South and the Morth shall
engage in economic exchanges and cooperation, including the joint
development of resources, the trade of goods as intra-Korean
commerce and Joint venture,"!! In other words, the two partes

Ly "Agreemnent on Reconciliation, Noraggression, and  Exchanges  and
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agreed that economic exchanges between the South and North
should be considered a5 intre-Korean matters, and subseruently,
intri-Korean trade would not be subjected o be imposed taniffs
by either parties. Furthermore the two Koress agreed on the
concrete measures for the implementation of Chapter T of the
Basic Agreement as folkows®

L. Soith and Meorth Korea shall camy out emchanges of goods,
the joint development of sweh resowrces as coal, minerals
and marine resources, and projects for economic cooperation
in fielde such as manufacturing, agrculture,  construction,
hankang and finence and toursm

2. South and MNorth Kores shall, through consultations in the
Joint Commission for Economic Exchanges and Cooperation.
determine the subject of and form of projects of economic
cooperation such as the joint development of resources, Joint
venturez and inmvestment, and the items and quantities of
gz to be exchanged.

1 South and Merth Korea chall determine such practical matters
as the scale of projects of ecomomic cooperation, including
the joint  development of resources, joint  ventures  and
investment, and the quantity per item of the poods to be

Coaperation between South and MNerth Borea,” hoop e unibiones g,
ke hoad TR T LR i

21 Protoesl oo the  Implementation  and Obeorvance of Chapter N
South-Moeth Exchanges  and  Coopersition,  of  the  Agrecment  on
Reconciliation, Neawggres=iom, mmd Exchemges and Cooperation belwaen
=outh zmd Morth Keres, i wwesr unikores o Keog Teed Te LT 25 bim



mozo SEEL

L d8e Aaddast Sao dttel d@ ARA B4 13
L4 S (R B TR o = el

2 The Bussian Role in Constructing a South-Morth Forean

ECONOMIE QOITITILIGEY +-erteresemsmssssassansassrssmsassassassmssssmsassinsarss |52
Alexander W Fedorowsky (IMEND, Russia)

LR



Hydehs 2493 os nfn FYYes odF 7 x d= H
o ¢ auch ols WY AR FitHEe] FALYTFI|
o #7H HAAE FRlEE R 3 Febd AR S
A9E A4 FdEsn gyt e Sss] ghge debd o
A FHAT| N 25 ARG S HelE # ¢ s
E ghke] FHlHYE L s

87 FEn de FRAAERE il Jo] HAus o
of Z3} ZolE A% S8 dEpgieln e TR &
En@eay sy FE g 8& ol d )
8 FuHeln g¥Ng P gu§ Foe He) F4E AU
Hezs febEds] 7NbE oA Yrtabe Addd ddEEd A
A A3 10! dEJRANAME THHeR A FUTRE A
YAl A7k ALY WYEoE Eyd A GRUATEN d
Al 2 g ge] gidn o £ dd8syd dE5AATEA d
He gr¥eas S93AY HAd G8AAde FEo|YFE ER
A vrbs d Hale] Fef F@gd et FERIEAR
B el Y HYHaAE gy s g | g
vk,

f2le elzeh PAH wHe] FAH AoE W) fHAME F
snre Ndke] Y 247 FAAE Hele Nascn 3
Aavch e Adke] 2okt AN @l g AP G5
AAEEA BEE A daet A7 E A ey e
H® S @FLE o9 siase g e milel
slew WA Ae Brled des #ARIE drsn ds
v}, C3 | AEE a2l
I AAE e Adsls Aa vk ¢ gldn Qg Hde]

_5_



L

.

Fesnd i the Soath-Nomth Economic Community 5

cxchanged, and the terms of trade through discussions
between the parties from the two sides directly involved in
exchanges and conperation

The parties that shall be directly involved in South-Nocth
eoonomic cooperation and the exchange of goods shall be
trading houzes, companies business enterprises, and public
economic  agencies which have been regiztered as  juridical
persoms, and, depending om the circumstances, may alsa be
inchivichals.

South and MNearth Korea shall cany oot projects of economie
cooperation  and  the exchange of goods by concluding
contracts with the parties divectly involved in the exchanges
and the completon of the necessary procedures.

The prices of goods to be exchanged shall be determined in
consideration  of  international  market  prices  through
consultations between the parties directly involved.

The ewchange of goods between Seath and Neeth shall be
carried out in accoedance with the principles of reciprocity
and complementarity.

The payment for poods exchenged between the Seath and
the Morth shall be settbed in principle, through a clearing
account, providing however, that other methods of =ettlement
may be used by agreement between the two sides when
TECESSATY.

Seuth amed Merth Kerea shall determine by mutual agreement
matters necessary for the settlement of pavments and capital



