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Prospects and Policy Tasks of Inter-Korean

Economic Cooperation after the Summits

I. The Economic Significance of the
Summit

After over half a century of separation,South
Korea's President Kim Dae-jung and North's
chairman of the National Defence Commission,
Kim Jong-il held historic talks in Pyongyang
which culminated in the signing of ‘the Joint
Declaration’ on June 14, 2000. Even though there
have been many agreements between the two
Koreas, those were signed by the delegates of both
sides. However, this time, since the two heads-of-
state signed for the first time since the division of
the Korean peninsula, the joint declaration is
considered a great historic achievement.That
declaration covers follwing five main points; a)
The two Korea's autonomous efforts toward
reunification ; b) Ultimate unification based on the
common recognition of similarities in the two
c) The
resolution of issues regarding separated families
d) The

economic

Korea's wunification formulae ; quick

and long-term political prisoners ;
acahievement of the  balanced
development of the two Koreas through expanded
economic exchanges and cooperation and stepped-
up exchanges and cooperation in social, cultural,
sports, health, and environmental fields; e) The
continuation of prompt dialogue and consultation
between the two govemmental authorities for the
speedy implementation of the agreement. Among
the main points, the most plausible and practical

cooperation will begin in the economic fieid, the

fourth point. It is in the economic field that South
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Korea can provide immediate aid to North Korea,
impoverished and desperate for economic aid.
South Korea has conslstently implemented an
engagement policy, placing priority on the
phinciple of separating business from politics, inter
-Korean economic cooperation has resulted in
positive outcomes, in spite of the recent political
and military instability between the two Koreas. In
the same vein, North Korea has endeavored to
overcome its economic crisis by means of various
diplomatic measures and to normalize its
relationship with Western countries.
summit

The inter-Korean provided the

momentum for expansion of the inter-Korean
economic cooperation ranged from private talks to
large-scale exchanges on the govemmental level,
and included further discussion about possible
support of social infrastructure projects in North
Korea. With the high evaluation of the inter-
Korean summit, it is projected that maket
integration between the two Koreas may be
realized, as inter-Korean economic cooperation
develops into an economic community. To make it
possible, it is vital to consider impending issues
regarding the inter-Korean economic cooperation,
as well as to review the past economic cooperation

between the two Koreas.

I. Current Situations of Inter-Korean
Economic Cooperation

1. Achievements

Inter-Korean economic cooperation has been

incessantly expanded both in size and in quality,



since ‘the 7, 7 Special Declarations’ by the South's
then President Roh Tae-woo on July 7 1988,

made it possible from 1989. In particular, the
western countries including the U.S. and Japan
wholeheartedly supported inter-Korean economic
South

implementation of the engagement

cooperation , highly  praising Korea's
consistent
policy and its principle of separating business from
politics. In 2000, the volume of inter-Korean trade
amounted to a record 425 million dollars, even
though there was a temporary decrease in the
trade due to the South's currency crisis. The Mt.
Kumgang project supported by Hyundai Corp., a
South Korean conglomerate, has enabled 400
thousand South Korean visits in North Korea to
bring about positive outcomes; South Korean
people are changing their attitudes toward North
Korea and unification. Moreover, the project is
believed to have contributed to enhancing inter-
Korean economic cooperation. Whereas, simple
processing of imported materials or trade of
primary products and now it includes direct
investment.

Currently, South Korea's inter-Korean economic
cooperation consists of trade, such as material
exchanges and processing-on-commission trade,
and cooperation, including direct investment in
North Korea. Materials have been exchanged
between the two Koreas in forms of direct as well

as indirect trade. In fact, more than 85 percent of
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inter-Korean economic cooperation, processing-on-
commission trade means that North Korea imports
raw or subsidiary materials from South Korea,
processes the into finished or semi-manufactured
products, and exports them to the South again.
Cooperative business is the most developed from
of inter-Korean economic cooperation,through
establishing South Korean investment corporations
in North Korea. The cooperation consists of joint
independent

management, joint ventures, and

investment businesses. The Minjok Sanup
Chonghoesa (National Industry General Corp.)
established by Daewoo Corp., a South Korean
conglomerate, is a model of joint management. A
scallop-cultivation industry of LG * Tae Young
Fishery Corp. has been run by the North Korean
people in the from of a joint venture. The Mt.
Kumgang project, the first example of independent
investment and operated solely by the South, has
been implemented by Hyundai Corp, until now
even though the future of this project will be
uncertain due to the financial crisis of Hyundai.
Other South Korean conglomerates have kept a
close eye on the project. As a matter of fact, North
Korea has insisted on the joint venture in form of
North-South joint investment and North's sole
management. However, such a joint venture is
hardly expected to realize business profits, because

the North Korean management style would not be

conductive to improving productivity and making

the exchanges have been in the form of indirect profits.

trade through brokers from a third country. In the
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