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Korea, South

Country Overview

SOUTH KOREA

In August 1948 the Republic of Korea (R.0.K.) was established, with Syngman Rhee as the first
president. North Korean troops invaded the south in June 1950, starting the three-year Korean
War. An armistice ended the war in 1953, but a permanent peace treaty has never been signed. In
the following decades, South Korea experienced political turmoil under autocratic leadership.
President Syngman Rhee was forced to resign in April 1960 following a student-led uprising. The
leadership of President Chang Myon ended after only one year when Major General Park Chung-
hee led a military coup. Park's rule, which resulted in tremendous economic growth and
development but increasingly restricted political freedoms, ended with his assassination in 1979.
Subsequently, a powerful group of military officers, led by Lieutenant General Chun Doo-hwan,
declared martial law and took power. Throughout the Park and Chun eras, South Korea developed
a vocal civil society that led to strong protests against authoritarian rule. Intensified pro-democracy
activities ultimately forced political concessions by the government in 1987, including the
restoration of direct presidential elections. In 1987, Roh Tae-woo, a former general, was elected
president, but additional democratic advances during his tenure resulted in the 1992 election of a
long-time pro-democracy activist Kim Young-sam, who became Korea's first civilian elected
president in 32 years. The 1997 presidential election and peaceful transition of power marked
another step forward in Korea's democratization when Kim Dae-jung, a life-long democracy and
human rights activist, was elected from a major opposition party. The transition to an open,
democratic system was further consolidated in the following years, although as of 2015, South
Korea must grapple with the challenge of corruption.
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Key Data

Key Data

Region:
Population:
Climate:
Languages:
Currency:
Holiday:
Area Total:
Area Land:

Coast Line:

Asia

49115196

Temperate, with rainfall heavier in summer than in winter.

Korean, English widely taught in high school

1 South Korean won (W) = 100 chun (theoretical)

Independence Day is 15 August (1948), Memorial Day is 6 June

98480

98190

2413
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History

According to the legend, Tangun, the god-king, founded the Korean nation in 2333 before the
common era or B.C.E,. The Korean Peninsula was divided into the kingdoms of Silla, Koguryo
and Paekche by the first century in the common era or C.E. All the three kingdoms achieved
centralization of power and developed highly sophisticated cultures. In 688 C.E., with the support
of China, the Silla kingdom unified the peninsula by conquering Paekche in 660 and Koguryo in
668 C.E. In 676 C.E., Silla drove out the Chinese and gained complete control of the Korean
peninsula.

In 918 C.E., Wang Kon, succeeding the Silla kingdom, founded the Koryo dynasty and eventually
expanded its territory to the Yalu River. The Koryo ruling class consisted largely of the provincial
castle lords and former Silla aristocrats. They held Buddhism as their religion and Confucianism as
their political principles. In 1231, the Mongolian invaders occupied Koryo. After vainly resisting for
nearly 30 years, the Koryo regime signed a peace treaty with the invaders in 1258.

A new land-distribution system was established in later years with the support of General Yi Song-
gye, and the land was granted according to the rank of office by this new system. The land
reforms as well as the new system brought the Koryo dynasty's end. In 1392, the Choson (Y1)
dynasty was established and it lasted until 1910 when the Japanese annexed Korea.

In 1592 and 1597, the Japanese twice invaded Korea. The Japanese invaders withdrew from
Korea after the Japanese military leader Toyotomi died in 1598. In 1627, the Manchu occupied
northern Korea. In 1636, the Manchu overran Seoul and the Korean king surrendered to the
Manchu invaders.

Korea had been an independent nation during the Choson dynasty though it paid fealty to China
until the Sino-Japanese War in 1894-95 and Russo-Japanese War in 1904-05. Japan annexed Korea
as part of its empire in 1910 after it won both wars. Korea had been under the Japanese control
until the end of World War II in 1945.

Korea was liberated from the Japanese rule when Japan surrendered to the Allied forces in August
1945, but in the mean time liberation did not bring Korea independence. The Yalta Conference
held in February 1945 did not produce any formal agreement on the future status of Korea among
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the Allied powers, only agreeing to establish a four-power trusteeship over Korea. On Aug. 11,
1945, the United States drafted the General Order Number One for Japanese surrender terms in

Korea, providing for Japanese forces north of the 3gth parallel to surrender to the Soviets and those
of south of that line to the Americans. With the Soviet Union agreeing to the order, Korea was
divided into two zones at that time. In December 1945, a joint Soviet-American commission was
established for the future settlement of Korea at a conference held in Moscow, but the commission
was deadlocked over the issue of establishing a national government in Korea.

As early as Sept. 6, 1945, during a meeting South Korean delegates from various groups
proclaimed the establishment of the People's Republic of Korea, but the U.S. military government
refused to recognize the republic. Later on, the exiled Korean provisional government was also
denied government power but only a political party on their returning. The U.S. policy in Korea
was to set up a trusteeship to replace both the American and the Soviet occupation forces in the
country. In contrast to the U.S., the Soviet Union set up a communist-controlled government in the
North by placing some expatriate Korean communists in key positions of power.

As the United States and the Soviet Union disagreed with each other's proposal for a unified
Korean national government, the United States presented the Korean question to the United
Nations in September 1947. In November, the U.N. General Assembly adopted the proposal by
the United States to hold a general election in Korea under the observation of the U.N. Temporary
Commission on Korea. Although the commission was barred from entering the North by the Soviet
Union, the South held elections on May 10, 1948. On Aug. 15, the Republic of Korea was
inaugurated, and in December the U.N. General Assembly declared that the republic was the only
lawful government in Korea. In the North, on Sept. 9, 1948, the Democratic People's Republic of
Korea (DPRK) was established with Kim Il Sung appointed as premier. On Oct. 12, the Soviet
Union recognized the DPRK as the only lawful government in Korea. The division of Korea was
originally meant to be temporary to facilitate the Japanese surrender, but the Cold War led to the
establishment of two separate nations. A unified Korea was out of the question in the meantime.

Upon establishment, the Republic of Korea adopted a presidential system and Syngman Rhee was
elected the first president of the republic. Rhee was re-elected as president in August 1952. In
1954, Rhee succeeded in forcing the National Assembly, then dominated by the ruling party, to
pass an amendment that exempted him from what was then a two-term limit on the presidency. In
May 1956, Rhee was re-elected president for his third term. During the presidential election in
March 1960, there were massive student demonstrations against Rhee to be elected for the fourth
time. On April 19, the intensified student uprising and many casualties caused by it forced Rhee to
resign and he fled to exile in Hawaii. Syngman Rhee died in 1965 at the age of 90 in Hawaii.

On June 25, 1950, North Korean troops invaded the South, which started the Korean War that
lasted for three years. On July 27, 1953, an armistice agreement was signed at Panmunjom by
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North Korea, China and the United Nations, but neither the United States nor South Korea was a
signatory of the armistice agreement. Nevertheless, the war came to an end by the agreement, with
the United States and South Korea also adhering to the agreement through the U.N. Council. The
armistice agreement also set up the current border between South and North Korea, as well as a
demilitarized zone along the border. Since then, there has no permanent peace agreement signed
between South and North Korea, for which a condition of belligerency has been actually existing
on the divided peninsula, with each side heavily stationing troops at the demilitarized zone.

Until 1971, the governments of South and North Korea had had no direct contact although both
sides had expressed desires to reunify the Korean peninsula. From 1972, South and North Korea
started talks and have reached various agreements since then. On July 4, 1972, South and North
Korea signed the Joint Communiqué, agreeing on the three unification principles-independence,
peace and Grand National unity. A treaty of non-aggression and reconciliation was signed between
the two sides in 1992. In 1994, North and South Korea agreed to hold a summit in July, but the
meeting was canceled later because of North Korean leader Kim Il Sung's sudden death.

Developments in the late 1990s and early 2000s in the North-South relations sent encouraging
messages of reconciliation and peace on the Korean Peninsula. In June 2000, a summit between
then-South Korean President Kim Dae-jung and North Korean leader Kim Jong-il was held in
Pyongyang. The summit was seen as a turning point in the inter-Korea relations and many analysts
believed it could lead to a lessening of tensions, ultimately resulting in cooperation between the two
Koreas. The decision by North Korea to develop its nuclear capacity has somewhat stymied the
climate of optimism in more recent years.

Note on History: In certain entries, open source content from the State Department Background
Notes and Country Guides have been used. A full listing of sources is available in the
Bibliography.

Political Conditions

Syngman Rhee served as president of the Republic of Korea until April 1960 when unrest led by
university students forced him to step down. Though the constitution was amended and national
elections were held in June, Maj. Gen. Park Chung-hee led an army coup d'etat against the
successor government and assumed power in May 1961.

After two years of military government under Park, civilian rule was restored in 1963. Park, who
had retired from the army, was elected president and was reelected in 1967, 1971 and 1978 in
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highly controversial elections.

The Park era, marked by rapid industrial modernization and extraordinary economic growth, ended
with his assassination in October 1979. Prime Minister Choi Kyu Ha briefly assumed office,
promising a new constitution and presidential elections. In December 1979, however, Maj. Gen.
Chun Doo-hwan and some of his close military colleagues staged a coup d'etat, removed the army
chief of staff and soon controlled the government.

University student-led demonstrations against Chun's government spread in the spring of 1980 until
the government declared martial law, banned all demonstrations and arrested many political leaders
and dissidents. Special forces units in the city of Kwangju dealt harshly with demonstrators and
residents, ultimately setting off a chain of events, which left at least 200 civilians dead. Perhaps
because of the violence involved, the incident has been regarded as a significant event in
contemporary South Korean political history by many South Korean citizens.

Chun, by then retired from the army, officially became president in September 1980. Although
martial law ended in January 1981, his government retained broad legal powers to control dissent.
Nevertheless, an active and articulate minority of students, intellectuals, clergy and others remained
critical of the Chun government and demonstrated against it.

In April 1986 the president appeared to yield to demands for reform, particularly for a
constitutional amendment allowing direct election of his successor. In June 1987, however, Chun
suspended all discussion of constitutional revision, and the ruling Democratic Justice Party (DJP)
approved Chun's handpicked successor, Roh Tae-woo. In response, students, followed by the
general public, took to the streets in protest.

Then, in a surprise move, on June 29, 1987, the ruling party presidential candidate, Roh Tae-woo,
announced the implementation of democratic reforms. That very year, in October, the constitution
was revised to include direct presidential elections and a strengthened National Assembly consisting
of 299 members.

The main opposition forces soon split into two parties-Kim Dae-jung's Peace and Democracy
Party (PDP) and Kim Young-sam's Reunification Democratic Party (RDP). With the opposition
vote split, Roh Tae-woo subsequently won the December 1987 presidential election -- the first
direct presidential election since 1971 -- with 37 percent of the votes cast.

The new constitution went into effect in February 1988 when President Roh Tae-woo assumed
office. Elections for the National Assembly were held on April 26, 1988. President Roh Tae-woo's
ruling Democratic Justice Party then captured only 34 percent of the vote in the National Assembly
elections. It was the first time that the ruling party had lost control of the legislative body since
1952.
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South Korean politics were changed as a results of three things during the late 1980s: (1) the
outcome of the 1988 legislative elections; (2) the Assembly's greater powers, granted under the
1987 constitution; and (3) the influence of public opinion.

One notable outcome was that there was significant political liberalization, including greater
freedom of press, greater freedoms of expression and assembly, and the restoration of the civil
rights of former detainees. Within this more progressive climate, the new opposition-dominated
National Assembly quickly challenged the president's prerogatives.

The trend toward greater democratization continued for the next several years. In free and fair
elections in December 1992, Kim Young-sam, the former opposition leader who joined the ruling
party of Roh Tae-woo, received 43 percent of the vote and became Korea's first civilian president
in nearly 30 years.

Almost four years later in August 1996, ex-Presidents Chun Doo-hwan and Roh Tae-woo were
convicted on corruption and treason charges but were pardoned by President Kim Young-sam in
December 1997.

Presidential elections were held at the close of 1997. Kim Dae-jung of the National Congress for
New Politics (NCNP) won the December 1997 presidential election, defeating Lee Hoi -chang of
the renamed ruling party, Grand National Party (GNP). Kim's 1997 victory was the first true
victory of an opposition party in a Korean presidential election.

When President Kim Dae-jung took office in early 1998, the country was at the height of its worst
economic crisis. Under the leadership of the reform-oriented president, South Korea went through
significant structural economic reforms, and its economic recovery was the fastest of the countries
seriously affected by Asia's economic crisis. Kim Dae-jung was determined to continue reforms
while in office. In 2000, at a New Year's news conference, he said, "We are required to continue
pushing for structural reforms in order to transform our country into the world's first-class state in
the new century."

Meanwhile, in 1999 and in early 2000, the South Korean government was facing public criticisms
of corruption. As a way of soothing public anger as well as carrying on his reforms, President Kim
Dae-jung created a new ruling party named the Millennium Democratic Party (MDP) and
undertook reshuffling the cabinet in January 2000. As a result, Park Tae-chun was appointed as
South Korea's prime minister, since former Prime Minister Kim Jong-pil had resigned. Kim Jong-
pil was the former leader of the United Liberal Democrats (ULD).

Before the 1997 presidential election, Kim Dae-jung and Kim Jong-pil made an agreement to form
a ruling coalition government system, and they also agreed to change the nation's constitution by
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1999 to create a parliamentary cabinet system. Kim Dae-jung narrowly won the 1997 presidential
election with the support of the ULD.

In February 2000, the ULD declared an end to partnership with the ruling MDP, saying the
president failed to implement his promise. Analysts suspected that the real reason behind the rift
between the two parties was that Kim Jong-pil was named in a blacklist of tainted politicians who
civic groups said should be ostracized in the parliamentary elections. The ULD suspected that Kim
Dae-jung and his party orchestrated the campaign by civic groups.

On April 13, 2000, South Korea held its parliamentary elections. The main opposition Grand
National Party (GNP) won 133 seats in the 273-member National Assembly, strengthening its
position as the biggest single force in the parliament. The ruling Millennium Democratic Party
(MDP) failed to win the largest number of the parliamentary seats, winning 115 seats. This election
clearly outlined a virtual two-party system with the ruling MDP lagging 18 seats behind the GNP,
and no party winning the majority.

The election also showed growing public discontent and cynicism toward politics as voter turnout
reached a mere 57.2 percent, below 60 percent for the first time in the country's general election
history. As for the ruling party, its failure to obtain the largest party position in parliament meant
that it would be ensconced in a rather awkward situation while President Kim Dae-jung tied to
carry out his political and economic reforms.

Shortly after the parliamentary elections, another corruption scandal erupted and finally led to the
resignation of Prime Minister Park Tae-jung who had been in office for only four months. Park
was an industrialist-turned-politician, founder of the Pohang Iron and Steel Co., the world's
second-largest steel maker. It was reported that he purchased about US$5.3 million worth of
property between 1988 and 1993 and tried to hide the assets by putting them under another
person's name. In mid-May, a Seoul court ruled that what Park did was deliberately designed to
avoid tax payments, ordering him to pay 1.3 billion won (US$1.2 million) to the tax authorities.
The tax evasion scandal brought another wave of criticism of the government corruption from the
opposition as well as civic groups. The main opposition Grand National Party (GNP) demanded
Park's immediate resignation. Consequently, under pressure to step down, Park offered his
resignation.

A few days after Park Tae-jung's resignation, President Kim Dae-jung nominated Lee Han-dong as
his new prime minister. In late June, Lee Han-dong was confirmed as prime minister after the
parliament voted to approve the nomination. Lee Han-dong was the leader of the United Liberal
Democrats (ULD), a former coalition party of President Kim Dae-jung's government. The
president's nomination of Lee as prime minister was taken as a restoration of the coalition between
the ruling MDP and the minor ULD, which had won 17 seats in the parliament in April's general
elections. Since the ruling MDP had fewer seats than the opposition GNP in the parliament, its
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coalition with the ULD was expected to enhance its leverage over the main opposition.

In early August 2000, President Kim Dae-jung announced a major cabinet reshuffle, replacing nine
of the 19 serving ministers. The reshuffle was aimed at forming a stronger economic team to assist
the government in pushing ahead with wide-ranging economic reforms. Since taking office, the
Kim government undertook economic reforms in various sectors. It has also identified corporate
restructuring as one of its goals. The South Korean government, as well as foreign observers,
believed that the giant Korean "chaebols" or conglomerates need drastic restructuring because of
their lack of corporate governance, imprudent business expansion through excessive leverage, and
covert corporate decision-making.

Daewoo Motor, once the second-largest automaker of South Korea, was one of the "chaebols" that
went bankrupt in November of 2000. Hyundai, the country's largest industrial conglomerate, which
employed about 100,000 people at the time, had been carrying a debt of US$4.6 billion. The
government decided that there would be no fresh loans to help bankruptcy-threatened Hyundai
Engineering and Construction Comany -- unless the company carried out wholesale restructuring.
The ruling indicated the government's determination to pressure the "chaebols" into restructuring,
notwithstanding the hardships, which would invariably be incurred.

The Finance and Economy Minister Chin Nyun cited the economic difficulties, such as the
instability of financial market and unemployment, in the wake of the process of corporate
restructuring. However, he said that the economy would be able to enter a recovery phase -- if the
corporate restructuring proceeded as smoothly as planned, and if the financial market was
stabilized.

South Korea's relationship with North Korea has been one of the key current political issues for
over a decade. In 1992, an accord was signed stipulating non-aggression, reconciliation and
cooperative exchanges between North and South Korea. Meanwhile, impoverished North Korea
has been the recipient of humanitarian aid from South Korea, despite the prevailing hostilities
between the two entities.

The major aspects of the accord involve the reunification of estranged families who have been
divided by the political fate of the peninsula, and more abstract arenas of reconciliation,
cooperation, a climate of entente and the long-term possibility of reunification. It was hoped that
this kind of substantive engagement could be realized by separating business from politics, and by
emphasizing the shared ideals designated in the 1992 accord.

In early 2000, the world saw the two Koreas take a significant step toward the goal of
rapprochement. The two Koreas announced in April that a summit would be held between the top
leaders of both Koreas in Pyongyang. South Korean President Kim Dae-jung's "sunshine policy"
of engagement with North Korea had contributed significantly to the decision to hold a summit.
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Economic reforms and reconciliation with North Korea had been the two core policies of the Kim
government. As well, President Kim Dae-jung had expressed his desire to meet with the North's
leader, saying a summit could help end hostilities between the two countries, which have remained
technically at war, and in a state of non-violence due to a prevailing armistice. In February 1999,
North Korea responded to the South's proposal by an open letter to the South Korean authorities
that 1999 was set as a year for enhancing national reconciliation and unity.

The two Koreas held two vice ministerial meetings in Beijing in April 1998 and in June 1999
respectively over the hopes and plans for reunification of the two factions of the Korean peninsula,
and to put into effect the stipulations of the 1992 accord. On March 17, 2000, delegates of Seoul
and Pyongyang first met in China as plans were made to pave the way for the final announcement
of a summit in June 2000.

After the announcement of the summit, President Kim Dae-jung convened a cabinet meeting in
which he said he would seek reconciliation and cooperation with North Korea. He also emphasized
expecting only "practical outcomes" from the summit. Kim Dae-jung said that he would focus on
economic cooperation, consolidation of peace, and reunion of separated families and establishment
of a permanent office for inter-Korean cooperation. Kim made it clear that he would pursue the
summit on the basis of national consensus and cooperation between the ruling and opposition
parties. Kim also took pains to separate humanitarian aid from economic cooperation with North
Korea. His efforts in this regard were seen as an indirect response to emerging allegations that his
government had pledged large-scale economic aid to the North in order to secure the North's
participation at the summit.

From June 13-15, 2000, North Korean leader Kim Jong il and South Korean President Kim Dae-
jung held the first ever summit in Pyongyang since the end of the Korean War in 1950s. The
summit had been scheduled to start on June 12, but was postponed one day by Pyongyang for
"technical reasons." To the world's surprise, Kim Jong il personally greeted Kim Dae-jung at the
airport when the South Korean president arrived in Pyongyang for the summit.

After this historic moment, North Korean leader Kim Jong il and South Korean President Kim
Dae-jung signed a historic accord called "North-South Joint Declaration" at the end of the second
day of the three-day summit. With the aim of reducing tension in the divided peninsula and
working towards an eventual reunification, the Joint Declaration covered five issues: (1) the North
and the South agreed to resolve the country's reunification independently; (2) both sides agreed to
work for the reunification in the direction based on the proposal of federation by the North and
that of confederation by the South with common elements; (3) both sides agreed to settle the
problems of the separated families and long-term prisoners, and exchange of visiting groups of
separated families was to start Aug. 15, 2000; (4) the North and the South would promote
economic cooperation and cooperation in social, cultural, sports, public health and environmental
fields; and (5) both sides agreed to remain in contact to assure that this agreement would be
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implemented.

The summit was seen as a turning point in the inter-Korean relations. It has been the first formal
step in the bilateral efforts for reunification. The agreement reached by the leaders of both Koreas
during the summit was far more detailed than those reached by lower-ranking officials in 1972 and
1991. Although the agreement did not mention certain major issues, such as South Korea's concern
over the North's nuclear and missile programs and the North's demand for the withdrawal of
37,000 United States (U.S.) troops stationed in the South, the summit -- at the time -- opened the
door for future discussions for those issues. The two leaders also agreed that North Korean leader
Kim Jong il would pay a return visit to the South in the near future.

On Aug. 15, 2000, a significant move toward reconciliation took place on the Korean Peninsula.
Seoul and Pyongyang exchanged 100 people from each side by air for a four-day reunion with
family members separated for more than 50 years. The airplane carrying 100 North Koreans flew
to Seoul from Pyongyang and returned to Pyongyang with 100 South Koreans one hour later. This
was also the first North Korean airplane allowed runway privileges in the South since the outbreak
of the Korean War in 1950s. On Aug. 18, the South Korea airplane brought the 100 North Koreans
back to Pyongyang and returned with the 100 South Koreans. The exchange of the 200 people
was part of the June 15 Joint Declaration reached in Pyongyang. More than 75,000 South Koreans
applied for the reunions with their relatives in North Korea, but the number was narrowed down to
100 by computerized lottery, giving priority to those with a direct family relationship, such as
parents, spouses and children.

In November, the two Koreas went on the second such exchanges for family reunion. At the time,
an estimated 7.6 million South Koreans had relatives in North Korea. About 1.2 million North
Koreans escaped to the South during the Korean conflict, with thousands of South Koreans went
to the North.

In late January 2001, South and North Korea held the three-day inter-Korean Red Cross talks and
reached a six-point agreement on reunions and communication between separated family members.
According to the agreement, 300 family members from each side would be allowed to exchange
letters on March 15, the first exchange of its kind since the Korean War in 1950s.

Another high profile progress in reconciliation of the two Koreas was the plan to re-link the two
sides by road and rail. Defense ministers of North and South Korea met in September 2000 for the
first time since the Korean War and agreed to seek military cooperation for the cross-border
railway. In November of that year, the military officers from both sides met again to hold their first
talks on restoring road and railway links across the world's most heavily fortified border. The
Korean War had cut off transport links in early 1950s, and the project to reconnect transport
includes the main railway from Seoul to Pyongyang and a four-lane highway parallel to it through
the demilitarized zone. For a few years, the reconstruction of the inter-Korean railway and
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highway was under way by both sides in the demilitarized zone. The two sides also agreed to
jointly manage the reconstruction and operation of the railroad and highway in the demilitarized
zone.

Until early 2001, the two Koreas had held four rounds of ministerial level talks aimed at
accelerating steps in reconciliation and cooperation. During these talks, the two sides agreed to set
up an inter-Korean committee for economic cooperation, and such a committee was established in
late December 2000. Senior economic officials from North and South Korea talked about ways to
boost economic cooperation, including North Korea's urgent request for electricity supplies from
the South to ease its chronic energy shortages. In early January 2001, South Korea delivered a
draft agreement on economic cooperation to North Korea, which included the provision of
electricity, measures to prevent Imjin River flooding, construction of rail and road links, and the
building of an industrial complex in North Korea.

While President Kim Dae-jung, who won the Nobel Peace Prize in 2000, gained worldwide praise
for his policy of rapprochement towards North Korea, his policy met increasing criticism from
home. With gloomy economic prospects, many South Koreans criticized the extent of the
government's economic aid to the North, which reached around US$560 million in the year 2000.
The major opposition party GNP was once the most outspoken critics of President Kim Dae-jung's
"sunshine policy" aimed at constructively engaging the North. However, since the historic summit,
the GNP had moderated its position by stressing the need to maintain reciprocity in dealing with the
North.

From March 2001, the inter-Korean dialogue had been frozen for six months, with North Korea
unhappy with the tougher line from the Bush administration's policy towards the North. In the
meantime, South Korea had undergone some political conflicts related to the government's policy
towards North Korea.

In August 2001, more than 300 South Korean civic leaders paid a controversial visit to North
Korea. Later on, seven of the delegates were arrested and charged with violating South Korea's
anti-communist national security law which bans activities praising the communist North.

In early September 2001, the National Assembly, South Korea's parliament, passed a motion of
no-confidence in Unification Minister Lim Dong-won. The main opposition Grand National Party
called on Lim to take responsibility for the aforementioned visit to the North, saying that Lim's
approach to reunification had failed. One day after the parliament no-confidence vote, South
Korea's cabinet offered to resign en masse, letting the president to reshuffle the cabinet. Worse for
President Kim Dae-jung's coalition government was that its junior coalition partner the ULD broke
ranks with Kim's MDP to vote with the opposition in calling for Lim's dismissal.

With the National Assembly vote and the split of the coalition, the government and the ruling party
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would face more obstacles in continuing its sunshine policy towards the North. Nevertheless, just a
day before the parliament vote, President Kim's sunshine policy got a boost from North Korea by
its surprise offer to resume government-level talks with South Korea. Thereafter, from Sept. 15-
18, the fifth North-South ministerial talks were held in Seoul, with the two sides laying out a
schedule of bilateral meetings and discussions on implementation of earlier agreements on
exchanges. The dramatic development of the issue implied a deepening rift between those who still
support edthe sunshine policy and those who felt that the policy had been too one-sided and too
costly to the South. Such opposition notwithstanding, President Kim Dae-jung was not likely to
abandon his sunshine policy.

In November 2001, North-South Korean dialogue was stalled and future family reunions were
cancelled after the North Korean government announced it was unhappy with United States' (U.S.)
interference in South Korea's policy towards the North and with South Korea's heightened state of
alert after the September 11, 2001 attacks in the U.S. The already souring Korean relations
received another blow in January 2002 after U.S. President George Bush declared North Korea to
be a part of an "axis of evil" that included Iraq and Iran. This declaration was made just weeks
before President Bush was to visit South Korea to strengthen diplomatic and military ties.

While offended North Korean government accused the U.S. of plotting war, angry South Koreans
actively demonstrated against Bush before and during the U.S. President's visit in February 2002.
The relations were further strained in March 2002 when the U.S. and South Korean militaries took
part in a week-long defensive military drill.

By late March 2002, tensions had relaxed and both dialogue and family reunions continued. South
Korean special envoy to North Korea, Lim Dong-won even coaxed the North Korean government
into engaging in dialogue with the U.S. and Japan. Despite the Bush administration's policy toward
North Korea, at home in South Korea, there had been consistent support for President Kim Dae-
jung's sunshine policy.

On the domestic front, in October 2002, South Korea held by-elections, and the ruling MDP lost
all three contested parliamentary seats to the main opposition Grand National Party (GNP), leaving
the GNP one seat short of a parliamentary majority. As an attempt to heal divisions in party ranks
before presidential elections next year, President Kim Dae-jung resigned from the post of the
MDP party leader. Analysts said that Kim's departure from partisan politics would give him more
time to concentrate on reviving the country's sagging economy and breathing new life into his
sunshine policy towards the North. With the National Assembly controlling by the opposition, the
president's resignation from the party leadership was viewed as helpful in creating more harmony
in the parliament.

Meanwhile, since late 2001, South Korea had been rocked by a series of political scandals. Top
intelligence officials, government ministers and presidential aids accused of corruption, bribery,

Korea, South Review 2016 Page 18 of 487 pages



Korea, South

cover-ups and embezzlement. Even the President's sons were allegedly linked to criminal activity.
President Kim made numerous apologies to the public and vowed to conduct thorough and
transparent investigations into these allegations.

In an attempt to regain the public's trust, on Jan. 29, 2002, the president re-shuffled his cabinet and
staff, replacing nine ministers including the Unification Minister, Hong Soon-young, with the more
Pyongyang-friendly, Chong Se-hyon. With his tenure as president almost over and the
embarrassing scandals surrounding him, many were doubtful of President Kim Dae-jung's ability to
make any political headway during his remaining months in office.

Despite the general perception of President Kim as a lame duck, his firm determination to push
through his economic reform driven privatization policy was the source of recent civil unrest.
Workers in these sectors were concerned that privatization would lead to huge layoffs and raise
power prices. Labor unions, for their part, demanded shorter workweeks without pay cuts; the
average worker works six days a week, or over 60 hours a week. Labor union organizers and
workers also protested the government's plans to privatize the state-run corporate, financial and
public sector sectors with massive strikes.

In Feb. 25, 2002, thousands of rail, gas and power workers and their supporters, mainly students,
staged a nationwide general strike. The government called the strikes illegal as members of public
service sectors are forbidden from striking. Dozens of union leaders were arrested. While the
government was able to negotiate with gas and rail workers, electric workers from Korea Electric
Power Corp. and the government could not reach an agreement, and the strike continued for six
weeks.

The labor crisis came at a precarious time both politically and economically. There were more
threats of strikes, should privatization continue. Further strikes would create problems just before
South Korea was to host the 2002 World Cup games, which it was counting on to boost the
economy with tourist dollars. Furthermore, as elections drew near, politicians were hard-pressed to
publicly support such economic measures. On the other hand many economists believed
privatization was a sure way to pump much needed cash into the country's sagging economy and
keep South Korea attractive to foreign investors.

Political scandals, labor unrest, warming relations with North Korea, shifting political alliances and
expected political mergers, were at the forefront of the political campaign for the December 2002
elections. Former human rights lawyer Roh Moo-hyun was the presidential candidate of the ruling
MDP. Roh Moo-hyun was regarded as both a progressive liberal and a reformer; he was also
untainted by current scandals. Nevertheless, some of his policies, such as distancing South Korea
from U.S. influence, as well as his proposal to redraw electoral districts to counteract political
regionalism, drew fierce criticism from his political opponents. The GNP's Lee Hoi-chang won the
nomination for his party.
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Prior to the election later in 2002, on Monday, May 6, President Kim Dae-jung resigned from the
ruling MDP. The MDP was founded by the president, however, it became increasingly apparent
that it would be preferable that he spend his remaining months in office as a politically neutral
figure. Opposition members urged the president to replace the current cabinet with neutral
ministers as well.

In December 2002, Roh Moo-hyun won South Korea's closely contested presidential election; he
defeated Lee Hoi-chang by approximately 2.3 percentage points. Roh's popularity was buoyed by
the younger generation of voters who supported his policy of engaging with North Korea. In
contrast, Lee was supported by a more hard-line older generation of voters, who typically
espoused pro-American views. Growing anti-American sentiment in South Korea, spurred by the
acquittal of two United States soldiers in the road deaths of two Korean teenage girls, may have
also influenced the election's outcome.

By the close of 2002, relations with North Korea took center stage once again when the North re-
opened its nuclear facilities at Yongbyang, saying that its decision was in response to perceived
hostility from the United States.

In January 2003, North Korea withdrew from the Nuclear Non-Proliferation Treaty and South
Korea intensified its diplomatic efforts to consolidate international support for halting North
Korea's nuclear program. Diplomatic plans included discussions with both of North Korea's main
allies, Russia and China. South Korea hoped that Russia and China could persuade North Korea to
reverse its decisions to expel United Nations inspectors and to reactivate its Yongbyon nuclear
plant.

The South Korean effort was directed by the new leader of South Korea, President Roh Moo-
Hyun, who had been consistently forthright in his support for rapprochement with North Korea.
The new South Korean leader was also vocal in his criticism of United States' role in North Korea
conundrum. Incoming President Roh Moo-Hyun criticized the Bush administration for
exacerbating the situation at a time when diplomacy with North Korea was needed.

Contributing to rising tensions was a missile test by North Korea. Just before the new President of
South Korea was inaugurated in February 2003, Pyongyang fired a missile into the sea between
Japan and the Korean peninsula. The missile was reported to be a short range land-to-ship missile
which fell 36 miles or 60 kilometers from the Korean peninsula. While South Korea's incoming
President Roh made no mention of the missile test during his inauguration, he did call upon North
Korea to step away from its nuclear program. Roh again expressed the desire to resolve tensions
on the Korean peninsula peacefully and criticized the United States' rhetoric in regard to the North.

In May 2003, North Korea announced it would be withdrawing from a 1992 agreement with its
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neighbor to the south which pledges to keep the Korean peninsula free of nuclear weaponry.

Pyongyang said its reason for withdrawing from the agreement with South Korea was due to "the
sinister and hostile" policy of the United States toward North Korea. This announcement preceded
impending talks between the leadership of South Korea and the U.S., which was to focus on the
nuclear ambitions of North Korea. For his part, President Roh of South Korea has said his country
would never accept a nuclear neighbor to the north, however, he allowed that Seoul was
committed to finding a peaceful resolution to the crisis.

In August 2003, North Korea agreed to multilateral talks, which would include the countries in the
region of East Asia as well as the United States. The talks were to take place in Beijing, however, a
precise date was not announced. The multilateral talks would include North Korea, the United
States, China, South Korea, Japan and Russia.

Ahead of the multilateral talks aimed at resolving the nuclear crisis on the Korean peninsula, North
Korea ratcheted up its rhetoric by referring to South Korea as a "dangerous place" and canceling its
plans to take part in the World University Games in Daegu. Meanwhile, South Korean warships
fired warning shots at a North Korean vessel which broached South Korean territory. Complicating
matters was the decision by South Korea and the United States to carry out its annual joint war
games on the peninsula. Pyongyang objected to the activities saying that they were akin to a
rehearsal for a preemptive attack against the North.

Also in August 2003, Chung Mong-hun, the chairman of Hyundai Asan, was found dead after
apparently plunging to his death from the 12th floor of the company's headquarters in the South
Korean capital of Seoul. His death was deemed to be a suicide. In June 2003 Chung had
been indicted for false accounting in the case of the clandestine transfer of funds to the leadership
of North Korea. A Hyundai Asan subsidiary had business interests in North Korea, including
investments and trade; the company said that the money was used to shore up further business
licenses in North Korea.

An earlier investigation concluded that $100 million had been transferred on behalf of the South
Korean government to the communist north in order to facilitate the historic (aforementioned)
summit between the government of North Korea and South Korea a few years prior. South
Korea's former President Kim Dae-jung had been the winner of the Nobel Peace Prize for
endeavoring to meet with the leader of North Korea, Kim Jong-il. Once the details of the expensive
payment were revealed, however, several South Korean officials were indicted, and the diplomatic
success that surrounded the summit was tainted by the still-evolving scandal.

In October 2003, President Roh Moo-hyun rejected calls by his cabinet to resign amid claims that
he had lost confidence in his ability to govern. The embattled president said he would hold a
national referendum on his leadership in mid-December. He promised that if he failed to garner
sufficient support in the referendum, he would hold early presidential elections in April 2004. The
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president's term of office was due to end in 2008. Only in office for eight months, President Roh's
popularity had decreased in tandem with increased criticism from both the opposition and the
media regarding a financial scandal (distinct from the Hyundai Asan matter noted just above) .
Although there was no evidence to suggest that President Roh was linked to the financial scandal,
there was an investigation involving one of his aides over the receipt of payments by one of South
Korea's largest conglomerates, the SK Group.

In March 2004, the South Korean parliament impeached the country's President Roh Moo-Hyun
for violating electoral law and general incompetence. The decision to impeach the president came
a month prior to the country's general election. The decision, however, resulted in the overflow of
anger outside the parliament where polls showed that 70 percent of the South Korean people
believed the main charge of endorsing a pro-government party was not sufficiently serious as to
justify Roh's impeachment. Indeed, the English language newspaper, the Korea Times, noted in an
editorial: "The causes for the impeachment are still weak and it is controversial whether these
causes satisfy the requirements for impeachment in the Constitution." The result included daily
protests attended by tens of thousands of people expressing their anger and frustration.

With no sign that protest activity would cease, the National Police Agency warned of a crackdown
on attendees at demonstrations. Meanwhile, the government of neighboring North Korea called
the impeachment of Roh a right-wing political rebellion and referred to the South's current climate
of instability as the reason for failing to attend diplomatic talks.

In May 2004, the Constitutional Court overturned the parliamentary decision of impeachment and
President Roh Moo-hyun was reinstated as the country's leader. (Note: Then-Prime Minister Goh
Kun had been functioning as acting president in the interim until Roh Moo-hyun's reinstatement.)

Meanwhile, in April 2004, parliamentary elections were held. (Note: These election results also
include by-election results of six seats voted upon after the April 15, 2005 election day.) Of the
seats in the National Assembly, the Uri Party, which had been created by former members of the
MDP won 146 seats; the GNP won 125 seats, the DLP won 10 seats, the MDP won 9 seats, the
ULD won 3 seats, and independents won 6 seats. Then, on May 25, 2004, Yi (also known as
"Lee") Hae-chan became the new prime minister.

Earlier in 2004, the parliament had approved the controversial deployment of troops to Iraq.
Then, in May 2004, the international world of politics took center stage when Islamic
militants captured a South Korean translator in Iraq. They threatened to execute him if South
Korean troops were not withdrawn from Iraq. South Korea's Foreign Ministry called for the
release of Kim Sun-il noting that the government was doing all that it could via diplomatic channels
to have him freed. A group of diplomats were sent to Jordan to help in the negotiations while
several Seoul-based ambassadors from Arab countries were asked to extend assistance. Although
South Korean officials said they would not reverse troop deployment plans for Iraq, they also tried
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to make clear that the South Korean presence in Iraq was for the purpose of helping to rebuild that
country. Meanwhile, Kim Sun-il's family called on the South Korean government to reconsider its
policy toward troop deployment in Iraq. Despite their efforts and those of the diplomatic
community, Kim Sun-il was tragically beheaded by his captors.

In other developments, in June 2004, the United States announced it would cut its troop presence
in South Korea by a third. The decision was met with anxiety and worry about the security
implications, especially as the North nuclear development continued.

In early 2005, South Korean President Roh Moo-hyun carried out a partial cabinet reshuffle.

According to the Presidential Office, he made the following appointments: Seoul National
University President Lee Ki-jun was named deputy minister for education and human resources
development; Oh Young-kyo, the head of the South Korea Trade Investment Promotion Agency,
was named government administration and home affairs minister; Jang Ha-jin, former head of the
state-run South Korea Women's Development Institute, was named as gender equality minister;
former Busan City Mayor, Oh Geo-don, was named to be maritime affairs and fisheries minister;
ruling Uri Party Rep. Park Hong-soo was named as agriculture and forestry minister; and Kim
Sun-wook, Ewha Woman's University professor, was named as government legislation minister.

In March 2005, Japan reinstated its claim on a small group of islands whose sovereignty has been
under dispute. South Korea, which has also claimed the islands, said that the move by Japan
would have a damaging effect on bilateral relations.

By August 2005, the issue of nuclear proliferation on the Korean peninsula was once again
dominating the political landscape. Talks between North Korea and the United States had met with
little success, with no narrowing of the gap between those two countries on North Korea's peaceful
use of nuclear energy. The United States continued to insist that all of North Korea's nuclear
facilities had to be dismantled while North Koreans insisted they had the right to conduct peaceful
nuclear activities. Indeed, North Korean chief delegate Kim Kye-gwan rhetorically asked, "We are
not a defeated nation in war, and we have committed no crime, so why should we not be able to
conduct peaceful nuclear activities?"

The meeting took place within the context of the resumption of multilateral talks, of which South
Korea had been a part. As noted previously, multilateral talks, which began in 2003 following
North Korea's 2002 withdrawal from the Nuclear Non-Proliferation Treaty, had stalled some time
later when North Korea walked away from the negotiating table to the chagrin of the other meeting
partners, most especially South Korea. The multilateral talks resumed again in 2005, but with little
progress being made.

On March 24, 2006, President Roh Moo-hyun nominated Han Myung-sook to be the new prime
minister after former Lee Hae-chan resigned from office over a golf scandal. Less than a month
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later on April 19, 2006, the South Korean National Assembly approved the nomination of Han as
the country's first female prime minister. Following a two-day confirmation hearing, she acquired
182 votes out of a total of 264 votes cast in a parliamentary vote.

Han Myung-sook was born in Pyongyang, the capital of North Korea, in 1944. She shares a son
with her husband, Park Sung-jun -- a professor at Sung Kong Hoe University who served 12 years
imprisonment for being a democracy movement leader during the country's period of military
dictatorship.

Her academic background commenced with a Bachelor's Degree in French Language and
Literature at Ehwa Women's University. She later acquired Master's Degrees in Christian
Theology and Women's Studies respectively from South Korean Hanshin University and Ehwa.

Prior to her foray into politics, her career was marked by pro-democracy and pro-feminist
activism. Her call to activism was largely sparked by her efforts with the South Korean Christian
Academy during the military dictatorship of Park Chung-hee. Indeed, she had been imprisoned
from 1979 to 1981 for her role in advocating democracy in South Korea. In subsequent years, her
interests were focused on promoting women's status in South Korea. To that end, she served as
the president of Womenlink Korea, a feministic civilian organization.

Han entered politics when she became a legislator within the ruling Uri Party. She was elected to
the National Assembly as lawmaker twice, respectively in 2000 and 2004. She served as Minister
of Environment between 2003 and 2004 in the Roh Moo-hyun's administration. Previously, in
2001, she had been appointed as the first Minister of Gender Equality by then-President Kim Dae-

jung.

In July 2006, North Korea test-fired a number of short-range missiles and one Taepodong-2 long-
range missile into the Sea of Japan (known as the East Sea by Koreans). The situation sparked
international condemnation and threats of punitive measures by some countries, including
sanctions. In South Korea, the government in Seoul convened an emergency cabinet meeting and
placed its military on high alert.

For its part, North Korea said that further missile tests would be launched. North Korea also
warned that it would react strongly to punitive pressures from the international community, and it
threatened to carry out an "annihilating" nuclear strike if its atomic facilities were pre-emptively hit
by the United States.

The missile tests, in conjunction with dire promises of further tests and a nuclear strike, intensified
the widely-held view that North Korea was a threat to global security. Moreover, these moves by
North Korea effectively served to further isolate the country and confirm its pariah status within
the international community. The impact on relations with South Korea was yet to be determined.

However, the country was quick to distance itself from a hard-line Japanese draft resolution that
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provided for economic and military sanctions against North Korea. Indeed, South Korea went so
far as to describe the Japanese draft as "reckless."

In mid-July 2006, the United Nations condemned North Korea for carrying out a series of missile
tests earlier in the month. The United Nations Security Council also issued a resolution demanding
that North Korea cease activities related to its ballistic missile program and prohibiting all United
Nations member states from supplying that country with any weapons-related materials. The
resolution passed unanimously after a reference to Chapter Seven of the United Nations Charter
was removed. That reference would authorize sanctions and military action and would be legally
binding. Its removal ensured that there would be complete support from among Security Council
members. South Korea called on the North to issue a moratorium on missile tests and return to the
multilateral negotiating table. For its part, however, North Korea angrily rejected the resolution and
vowed to further develop its military arsenal as a means to "bolster its war deterrent."

In the first week of October 2006, North Korea said that it intended to test a nuclear weapon. A
week after issuing this threat, North Korea announced that it had indeed conducted its first nuclear
weapons test. North Korea's state-controlled news agency declared, "The nuclear test is a historic
event that brought happiness to our military and people." The message in the state-controlled
media also went on to assert that the nuclear test would, "contribute to maintaining peace and
stability in the Korean peninsula and surrounding region." The state-controlled news agency also
said that the successful nuclear test, which utilized local technology, had taken place at an
underground facility and had not resulted in any radiation leaks. While there was no immediate
verification of North Korea's claim, officials from South Korea said that an explosion measuring
3.5 on the Richter scale had been detected and appeared to have come from the north-eastern part
of North Korea. The South Korean news agency, Yonhap, suggested that the explosion may have
occurred in an area called Gilju in North Korea's Hamgyong province.

The apparent test took place in defiance of warnings by the international community not to go
through with the test. In response, South Korean President Roh Moo-hyun scheduled an
emergency meeting of his National Security Council. The meeting was convened to address the
serious shift in the security scenario on the Korean peninsula. Only days before, South Korean
troops fired warning shots at North Korean soldiers when they crossed into the demilitarized zone.
It was not clear whether the North Koreans' actions were calculated or accidental. Regardless,
they were emblematic of the increasing climate of tension on the Korean peninsula, which reached
an unprecedented high following the apparent nuclear test. Meanwhile, Japan's new head of
government, Prime Minister Shinzo Abe, was expected to discuss the matter with his South
Korean counterpart in Seoul. Prime Minister Abe and Chinese Premier Hu Jintao had previously
met in Beijing to discuss regional concerns and had jointly issued their opposition to the notion of a
nuclear test by North Korea. Clearly, their joint statement went unheeded by Pyongyang.

Regardless of motivation, the effects of the nuclear test augured negatively. Apart from
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destabilizing the region, analysts warned that it could potentially halt any progress on reconciliation
between the two Koreas, and it could well spark an arms race. Meanwhile, at the United Nations
work was being done to craft a resolution that would be passed in the Security Council authorizing
punitive action against North Korea. A draft document by the United States underwent revisions
to accommodate the reservations of China and Russia. Those two countries had stated that they
would not support the military enforcement of financial and security sanctions against North
Korea. With adjustments made, the United Nations Security Council unanimously approved
Resolution 1718 on October 14, 2006. The resolution called for the inspections on cargo going to
and from North Korea to search for weapons, a ban on the sale or transfer of materials related to
North Korea's unconventional weapons program, and a freeze on the transfer of funds connected
with North Korea's nuclear and ballistic missile programs. Absent from Resolution 1718 was the
Chapter Seven [of the United Nations charter] provision, which would enforce the sanctions via
military force.

Also in October 2006, South Korean Foreign Minister Ban Ki-moon was nominated and
confirmed as the new United Nations Secretary General.

In January 2007, it was announced that six-party talks on North Korea's nuclear program would
resume. A previous round of talks ensued in December 2006 but ended inconclusively. In the
background of such developments was the testing of a nuclear device by North Korea in the fall of
2006. That action did little to bolster Pyongyang's case for its right to a nuclear program, and
overshadowed prevailing hopes that North Korea might abandon its nuclear ambitions and rejoin
the Nuclear Non-Proliferation Treaty in exchange for economic aid and security guarantees.

But by February, 2007, it was announced that concurrence had been reached. North Korea agreed
to shut down its nuclear facilities at Yongbyon within 60 days in exchange for 50,000 tonnes of
fuel oil or economic aid of equal value, with 950,000 tonnes of fuel oil or equivalent received after
further disarmament steps are taken. Yet to be seen was whether or not the agreement would be
ratified by all six parties, and also whether or not North Korea would fully comply with the
provisions of the deal.

In the third week of June 2007, North Korea reportedly agreed to shut down its nuclear reactor at
Yongbyon and, then, disable its nuclear facilities. North Korea also noted that it was inviting
International Atomic Energy Agency (IAEA) inspectors to return to North Korea to monitor the
closure of its nuclear program and facilities. To that end, IAEA inspectors were expected to visit
North Korea on June 26, 2007, for the first time since their dismissal from that country in 2002.

These announcements came months after the Chinese drafted an agreement in February 2007
(discussed above), in which the closure of the reactor at Yongbyon would be secured, in lieu of
heavy fuel oil that would be secured by other countries participating in the multilateral nuclear
disarmament talks. The total amount of fuel oil -- one million metric tons -- appeared to more
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substantial that the original quantity discussed earlier in the year under the Chinese-brokered plan.
In addition, diplomatic recognition and humanitarian aid benefits were included in the deal. Also
included in the arrangement was the untangling of a financial dispute.

A new round of six-party disarmament talks, which has included North Korea, South Korea,
China, Japan, Russia and the United States, was set to commence in July 2007.

Meanwhile, domestic politics returned to the forefront of the scene in March 2007 when Prime
Minister Han Myung-sook stepped down from her post as South Korea's first prime minister.

In her resignation speech, Han expressed interest in contesting the presidential elections. The fact
that she won public approval for her administration of the government was expected to boost her
presidential prospects. Other presidential hopefuls included the former mayor of Seoul mayor and
the head of Hyundai, Lee Myung-bak of the Grand National Party (GNP), as well as the former
GNP leader, Park Geunhye.

Meanwhile, Han was expected to concentrate on her duties as a legislator. Also on the agenda
would be her involvement in the affairs of the Uri Party, which suffered a loss of parliamentary
control earlier in the year when a number of legislators defected from the party to form their own
breakaway enclave. As well, President Roh Moo-hyun resigned from the party. It was hoped
that the return of Han into the everyday workings of the party would help rebuild its strength and
popularity -- especially before new presidential elections.

In April 2007, Han Duck-soo became the new prime minister.

In mid-July 2007, North Korea said that it shut down its nuclear reactor at Yongbyon. The
announcement was welcomed by South Korea and the wider world -- particularly by those
countries participating in multilateral talks with North Korea aimed at disarmament.

In October 2007, South Korean President Roh Moo-hyun and the North Korea's leader Kim Jong-
il signed a joint declaration calling for a permanent peace agreement on the Korean Peninsula.
The eight-point declaration set forth an agenda for international dialogue aimed at crafting a treaty,
which would replace the existing armistice that brought an end to the Korean War that took place
from 1950 to 1953. The two Korean leaders signed the declaration following a historic summit in
Pyongyang and issued the following statement, "The South and North share the view that they
should end the current armistice system and build up a permanent peace system."

In December 2007, presidential elections were held in South Korea. Turnout was low by South
Korean standards at 60 percent. Nevertheless, Lee Myung-bak, the head of Hyundai and
candidate of the Grand National Party (GNP) won a decisive victory with 48.6 percent of the vote
share, according to the National Electoral Commission. Chung Dong-young, of the ruling Liberals,
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garnered a distant second place finish with 26.2 percent. The victory for Lee Myung-bak was won
despite prevailing accusations of corruption and effectively placed power back into the hands of the
GNP for the first time in a decade.

In February 2008, Lee Myung-bak was inaugurated into office and succeeded outgoing President
Roh Moo-hyun. The swearing in ceremony in the South Korean capital of Seoul was witnessed by
foreign dignitaries including Japanese Prime Minister Yasuo Fukuda and United States Secretary of
State Condoleezza Rice. Ahead of being sworn into power, Lee Myung-bak was cleared of
charges following a fraud inquiry. During his inauguration address, the new South Korean
president said that his priorities would include economic revitalization and taking a strong stance
regarding North Korea.

At the close of the month, the National Assembly confirmed the nomination of Han Seung-soo as
prime minister. The new prime minister worked as amassador to the United Nations, president of
the United Nations General Assembly, as well as foreign minister. A student of international
relations, Han gained a doctorate in economics at the University of York in the United Kingdom. A
spokesman for President Lee Myung-bak said a meeting between the new president and Han was
in the offing. The approval of Han's nomination came on the heels of the resignation of three
designated cabinet ministers amidst emerging scandals.

South Korea then looked toward impending parliamentary elections set for April 9, 2008. The
parties contesting the election were: The Democratic Labor Party (DLP), the Democratic Party
(DP), The Grand National Party (GNP), the People-First Party (PFP), the Uri Party, and other
independent candidates.

Coming on the heels of the December 2007 election of Lee Myung-bak as the new president, his
Grand National Party looked to saturate the government with their representatives on the April 9,
2008 election. A fairly conservative party, the focus of the party has remained on free trade, lower
taxes, and a strong alliance with traditional democracies such as Japan and the United States.

On the other hand, the Democratic Labor Party was looking to continue to develop stature since
the last parliamentary election. Considered a more liberal, socialist party, it was led by Moon
Sung-Hyun. Coming off of a 10-seat win in the 2004 election, the DLP will look to build upon this
number in April.

The Democratic Party, and their leader Park Sang-cheon, has been looking to rebuild their image
since the impeachment of their president in 2004. Traditionally a liberal party as well, they have
been known as the Centrist Reformists Democratic Party as well as the Millennium Democratic
Party.

The Uri Party was the majority leader in the South Korean legislature going into the election. A
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moderate-to-liberal leaning party, they tend to focus on social programs devoted to the poor
population. In 2007, members of the Uri Party formed the United New Democratic Party with a
small, liberal party.

According to Angus Reid, the GNP looked quite stable going into the April 9th election. The GNP
received 48.9 percent of the support during the opinion poll, with the newly formed United New
Democratic Party (formerly the Uri Party) receiving 10.7 percent of the vote.

A consistent issue with the South Korean elections has been relations with the volatile North
Korea. Many of the parties, including the GNP, believe that the Sunshine policy is outdated and
they are looking to move away from its doctrine. The liberal parties have focused more on the
taxation and economic struggles of the poor, as well as improving the economy.

The election saw low turnout but was appeared to have been conducted in a free and fair manner.
The ruling Grand National Party (GNP) won more than half of the seats in South Korea's
parliamentary elections. Results suggested that the GNP secured 153 seats in the 299-seat National
Assembly. It was less that the overwhelming majority desired by the GNP, but a better
performance that that of the opposition United Democratic Party. For its part, the opposition
party took 81 seats -- significantly less than the 136 seats it held in the outgoing parliament. Kang
Jae-sup, leader of the victorious GNP, thanked party supporters and characterized the election as
"a victory of all the South Koreans." The election result was expected to bolster newly-elected
President Lee Myung-bak in the administration of the government. To that end, the
president hoped that the election result would help him pass his proposed economic reform
package.

In late June 2008, angry South Koreans took to the streets in the capital city of Seoul to protest
the resumption of beef imports from the United States (U.S.). Since 2003, South Korea
suspended beef imports from the U.S. after a case of "mad cow" disease was identified. Now, in
2008, the ban was being lifted, effectively allowing shipments of U.S. beef to enter South Korea.

However, despite assurances that U.S. beef was safe, many South Koreans were not assuaged and
decided to register their discontent in public demonstrations. Indeed, clashes between protestors
and police became so heated as to necessitate the use of water cannons to disperse the crowds.

There was some suggestion that the passions of the crowd were stoked by the assertions by U.S.
Secretary of State Condoleezza Rice that American beef was safe to consume.

In July 2008, a South Korean woman was shot to death by a North Korean soldier. North Korean
authorities said that the 53-year old woman strayed from the special tourism zone in the
mountains into a restricted area of the Mount Kumgang resort. More than one million South
Korean visitors have traveled to the resort, which is located in a strategic nazal area, in the last
decade without any such incident occurring. South Korean authorities responded by suspending
cross-border trips, pending an investigation. Because cross-border tourism trips have been the
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fulcrum of economic and cultural cooperation in the last decade, the incident had the potential to
adversely affect cross-border relations.

The start of 2009 was marked on the Korean peninsula by devolving relations between Pyongyang
and Seoul. At issue has been the more hard-line approach taken by South Korea's President Lee
Myung-Bak in the last year since coming to power. Significantly, the South Korean president
reversed the "sunshine" policy bestowed aid to North Korea. President Lee said that economic
assistance would now be dependent on North Korea’s willingness to completely end its nuclear
weapons program.

North Korea responded with outrage at the change. In January 2009, North Korea announced that
it had enough plutonium stocks to produce four or five nuclear weapons. The third week of
January 2009 saw North Korea warn South Korea that its "confrontational" policies could lead to
retaliation by the nuclear power. Military authorities in Pyongyang told Seoul that it would bolster
its "nuclear deterrent force" in the face of perceived threats. In response, South Korean authorities
called for amplified troop strength. At the start of February 2009, it was reported that North Korea
was preparing to test-fire the long-range Taepodong-2 missile. Then, by mid-month, North Korea
was declaring its right to launch a “space program.” Since North Korea has, in the past,
characterized rocket launches in similar terms, it was believed that the term “space program” was
associated with the anticipated missile launch.

On the other side of the equation, South Korea's President Lee Myung-Bak has eschewed
beginning negotiations from too-conciliatory a stance, cautioning previous South Korean leaders
had gone down that path with no substantial end result to show for those efforts. That said, the
South Korean president did not foreclose re-entering peace talks with the North. To that end, he
said, in a national radio address "I am very aware there are people who are concerned about the
recent series of North Korean threats. But you do not need to worry too much. The government is
ready to sit down with North Korea at any time and resolve every issue."

Multilateral talks aimed at halting North Korea's nuclear ambitions in exchange for aid saw some
progress in recent years, however, the diplomatic efforts have slowed more recently. Indeed, the
stance by the new South Korean leader, which was crafted by his nominee for Unification
Minister, Hyun In-taek, appears to have brought diplomacy to a halt. In fact, North Korea has
threatened to end all talks with the South if Hyun was confirmed for the job.

Amidst this growing imbroglio, some analysts have said that efforts by the Obama administration in
the United States could potentially thaw increasingly cold relations between the two Koreas.
Obama’s Secretary of State, Hillary Clinton, was scheduled to travel to Asia in mid-February
2009.

Before arriving in Asia on her first overseas trip, United States Secretary of State Hillary Clinton
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warned North Korea against any "provocative action and unhelpful rhetoric." En route to Asia,
Clinton said that North Korea had to adhere to its commitments to dismantle its nuclear programs.
She said, "The North Koreans have already agreed to dismantling...We expect them to fulfill the
obligations that they entered into."

But the United States’ top diplomat was also critical of the Bush administration for abandoning the
1994 agreement with North Korea, which was forged during the presidency of Bill Clinton. The
1994 framework, which called for North Korea to give up its weapons program, collapsed when
the Bush administration accused Pyongyang of maintaining a parallel (secondary) enriched uranium
program. Clinton suggested that Pyongyang's decision to restart its nuclear program may have been
partially due to the Bush administration's intemperate accusations of North Korea.

Clinton was confronted with a significant challenge on the trip to Asia, and particularly, the Korean
peninsula. Amidst devolving relations between Pyongyang and Seoul, North Korea was hinting that
it was preparing to test-fire the long-range Taepodong-2 missile. Accordingly, she was tasked with
taking a strong positions on, first, the missile test, and second, on North Korea’s nuclear
ambitions, while also working to reinvigorate the diplomatic process in the region and improving
relations between Pyongyang and Washington.

To these ends, Clinton warned that relations between her country and North Korea were unlikely
to improve unless Pyongyang was willing to engage in dialogue with Seoul. Clinton, who was
speaking in the South Korean capital, took a sharp tone as she called on North Korea to bring an
end to its nuclear ambitions, consistent with the provisions of United Nations Security Council
Resolution 1718. She also characterized the notion of a missile test as “provocative.” Nevertheless,
Clinton made clear that diplomacy was the central focus of her objectives by announcing a special
envoy to North Korea. Clinton aimed former Ambassador Stephen Bosworth, who served in South
Korea from 1997 to 2000, to that role.

At the start of February 2009, it was reported that North Korea was preparing to test-fire the long-
range Taepodong-2 missile. Then, by mid-month, North Korea was declaring its right to launch a
satellite as part of its “space program.” Since North Korea has, in the past, characterized rocket
launches in similar terms, it was believed that the term “space program” or satellite launch was
associated with the anticipated missile launch.

In March 2009, North Korea was threatening to go to war with any entity that tried to shoot down
the (aforementioned) satellite it intended to launch. A statement by the North Korean military read,
"We will retaliate any act of intercepting our satellite for peaceful purposes with prompt counter-
strikes by the most powerful military means." It also included the following assertion: "Shooting
our satellite for peaceful purposes will precisely mean a war." In a presumed effort to augment its
warning, North Korea said its military was placed on full combat alert. This warning came at a
time when scheduled joint military exercises between South Korea and the United States were
about to commence. Meanwhile, the newly-appointed United States envoy to North Korea,
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Stephen Bosworth, who was in Asia to revitalize six-party denuclearization talks, noted that a
launch by North Korea would be "ill advised."

In early April 2009, North Korea said that its attempt to launch a satellite into orbit ended in failure
with parts of the rocket landing in the Pacific Ocean. But such an end did little to quell the
international outcry. Throughout, the United States and South Korea have said that North Korea's
claim of launching a satellite in space was just a cover for an actual missile test of the Taepodong-
2. Accordingly, they have urged the United Nations Security Council to issue a strong response at
an impending emergency session, which was called by Japan. The United States, South Korea and
Japan regard the launch to be an abrogation of United Nations Security Resolution 1718, which in
2006 banned North Korea from ballistic missile activity. On the other side of the equation, China
and Russia have advocated a restrained and measured response.

Late in April 2009, North Korea announced that it was withdrawing from multilateral disarmament
talks and restarting its operations at the Yongbyon nuclear plant. This decision to withdraw from
the negotiating table and resume reprocessing spent fuel rods came after the United Nations (UN)
Security Council decided to impose sanctions on three North Korean companies. That decision by
the UN Security Council was reached in the aftermath of a controversial missile launch. North
Korea maintained that it had simply launched a satellite in space and so characterized the
international reaction as "a wanton violation of the UN charter."

On May 25, 2009, North Korea said that it had successfully conducted an underground nuclear
test. Several independent entities confirmed that a powerful explosion had been registered,
resulting in the conclusion that it was caused by the nuclear test. The actual location of the testing
was unknown but South Korea noted that a seismic tremor had been detected in the north-eastern
part of the country close to Kilju.

Geopolitical analysts were trying to determine why North Korea had chosen to move from
negotiations to a clearly confrontational stance. Two years earlier, North Korea agreed to close its
nuclear facility at Yongbyong and comply with international monitoring of its nuclear assets. In
exchange, it was to be the recipient of a generous aid package. Later, however, North Korea
withdrew from long-running multilateral negotiations and stopped inspectors from monitoring
progress related to the denuclearization of the Korean Peninsula.

There was some speculation that after a woeful harvest, with up to a quarter of the North Korean
population in desperate need of food aid, according to the World Food Programme, Pyongyang
may have been trying to divert attention from this internal crisis. There was also some suggestion
that the domestic worries may have prompted an internal power struggle, which ultimately may
have spurred this action by hard-liner within the regime.

For its part, Pyongyang appeared to indicate its motive via a communique announced on state
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radio, which asserted that the underground nuclear testing had been "successfully conducted... as
part of measures to enhance the Republic's self-defensive nuclear deterrent in all directions.” The
statement went on to note that the test was intended to "contribute to safeguard the sovereignty of
the country and the nation and socialism.” Pyongyang also offered assurances that the
underground nuclear testing had ensued in a safe manner with advanced technology.

International news agencies reported that in addition to the underground nuclear test, North Korea
also test-fired two short-range missiles. There were reports that the test firing of these missiles was
aimed at disrupting the ability of United States’ surveillance of the nuclear testing.

The international community -- including reliable allies of North Korea, such as China and Russia -
- reacted with outrage and condemnation to these collective actions, which occurred just a month
after North Korea test fired a long-range missile capable of reaching Asia as well as parts of the
United States. Crisis talks were convened in South Korea. A spokesman for South Korean
President Lee Myung-bak said that North Korea’s decision to conduct nuclear testing was a "grave
challenge" to international non-proliferation efforts.

Russia, which was at the helm of the rotating presidency, called for an emergency session of the
United Nations (UN) Security Council, noting that North Korea had violated UN Security Council
Resolution 1718. Indeed, UN Security Council Resolution 1718 exists in tandem with Article 41 of
Chapter VII of the UN Charter and compels compliance by all member states. A nuclear test
would be an unassailable violation of UN Security Resolution 1718, which itself imposed sanctions
in North Korea after it conducted a previous test in 2006.

Not surprisingly, the UN Security Council rapidly reacted with a strenuous statement of
condemnation, registering North Korea’s contravention of the resolution, demanding that North
Korea return to multilateral talks aimed at denuclearization, and reminding all member states that
they must comply with sanctions imposed on North Korea. The UN Security Council also made
clear that further action, in the form of a new resolution with stronger measures, was in the offing.

On May 27, 2009, the North Korean military announced that it was abandoning the armistice that
brought an end to Korean War. The North Korean military said that this action was being taken in
response to South Korea's decision to participate in the Proliferation Security Initiative (PSI).
North Korea said that South Korea's decision to join PSI -- a United States-led effort to patrol the
oceans in search of nuclear weapons -- was tantamount to a "declaration of war" and promised
military action if its shipping vessels were intercepted. In another development, South Korean
media reported that steam had been observed emanating from North Korea's nuclear plant at
Yongbyon -- a sign indicating North Korea had decided to recommence the manufacture of
weapons-grade plutonium.

Geopolitics and the denuclearization of the Korean Peninsula aside, South Korea was also faced
with something of a domestic tragedy just days before the aforementioned missile test. On May
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23,2009, former South Korea President Roh Moo-hyun committed suicide by jumping from a
cliff to his death while hiking close to his home in Bongha Village. Former President Roh, who
served in the top spot in South Korea from 2003 to 2008, became embroiled in a bribery scandal in
recent times. The issue sparked an investigation, which some South Koreans viewed as being
politically-motivated. It was believed that former President Roh was driven by the stain on his
reputation, as well as the pressure surrounding the scandal, to take his own life.

On May 29, 2009, Roh Moo-hyun's funeral procession from Bongha to Seoul on May 29, 2009.
The funeral was attended by leading officials and the eulogy was given by Prime Minister Han
Seung-soo, who said that the former president had "spent his life fighting for human rights,
democracy and the end of authoritarianism." Tens of thousands also filled the streets of the
capital city to pay their respects to former President Roh Moo-hyun. His body was to be
cremated and his ashes were to be laid to rest in his home town of Bongha.

Roh's presidency was marked by an effort to reconcile with North Korea and he convened a joint
summit with his North Korean cohort, Kim Jong-il in 2007. His stance on peninsula relations has
been viewed as distinct from the hard-line position of current South Korean President Lee Myung-
Bak.

Attention returned to geopolitics in June 2009 when the United Nations Security Council decided to
impose harsh new sanctions against North Korea in response to the nuclear test carried out in May
2009. Included in the new sanctions regime was the expected provision for the increased
inspection of North Korean cargo not only on shipping vessels, but also on land and by air, and it
authorized the destruction of any materials suspected of being linked to weapons of mass
destruction. The new sanctions regime also expanded the arms embargo against North Korea,
effectively prohibiting the sale of heavy and small arms by North Korea.

Undeterred, North Korea was said to be preparing for another missile test into the Pacific. As
well, the United States military was reportedly tracking a North Korean ship -- the Kang Nam 1 --
under suspicion of carrying banned cargo. At issue was the heightened sanctions regime approved
by the United Nations Security Council, which provided for the increased inspection of North
Korean cargo by all United Nations member states, the destruction of any materials suspected of
being linked to weapons of mass destruction, and a complete prohibition of the sale of heavy and
small arms by North Korea.

On July 2, 2009, North Korea test-fired four short-range missiles. According to South Korea's
Yonhap News Agency, two surface-to-ship missiles had been fired from the port of Wonsan while
the other two were launched from Sinsang-ni. All four were fired into the Sea of Japan, which
South Korea regards as the "East Sea." The missile tests were not surprising as Pyongyang issued
warnings to shipping vessels, urging them to avoid coastal waters. Two days later, North Korea
was suspected of firing another seven ballistic missiles. These seven Scud-type missiles were
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launched from an east coast base and, as before, fell into the Sea of Japan, also known as the East
Sea.

The timing of the missile tests coincided with the United States' celebration of its Independence
Day on July 4, 2009, and was regarded as a clear act of defiance against Washington.
Nevertheless, the United States was joined by Russia and China in calling for calm. Russia and
China urged North Korea to return to the negotiating table and said all parties should work to avoid
further destabilization of the region. The United States also said that the tense situation should not
be exacerbated. Using highly restrained language, a United States Department of State official said
the volley of missile tests were "not helpful" and said that North Korea should not "aggravate
tensions" but instead "focus on denuclearization talks." While British Foreign Secretary David
Miliband echoed this sentiment by saying that tensions on t he Korean peninsula should remain "at
manageable levels," Japan and South Korea struck a somewhat harsher tone in saying that the
missile launches constituted an "act of provocation."

Former South Korean President Kim Dae-jung died in the third week of August 2009. He had
been suffering from pneumonia and died as a result of heart failure. Known for his vigorous
support for the reunification of the two Koreas, President Kim was the champion of South Korea's
"Sunshine Policy" of engagement with North Korea. The winner of the Nobel Peace Prize in 2000
following a summit with North Korean leader, Kim Jong-il, President Kim was also the target of
several attempted assassinations. He additionally endured torture in jail, was exiled twice, and
placed under house arrest. Indeed, in 2007, South Korea's National Intelligence Service (NIS)
admitted that it was behind the 1973 abduction of Kim, and indicated that the move was backed
by the country's leader at the time, Park Chung-hee. In an interview with Agence France Presse in
2006, President Kim looked back on his career saying, "I underwent many ordeals in my life but I
never strayed from principles and never compromised with injustice, even at the risk of my life."

After the meeting between the Governor Richardson and the North Korean envoys, North Korea
invited the United States envoy to North Korea, Stephen Bosworth, for direct negotiations on its
nuclear program. South Korea media reported that there were rumblings about the White House
giving serious consideration to the idea of actually sending Bosworth to North Korea. But on the
record, the United States embassy in Seoul would offer no comment on the matter.

In other developments, South Korea and North Korea agreed to the arrange reunions for
separated families from either side of the Korean peninsula. The reunions were scheduled to be
held from September 26, 2009 to October 1, 2009 in the Mount Gumgang area. The agreement
was forged following talks between delegates from the respective Red Cross societies in North
Korea and South Korea. A joint statement read as follows: "The South and the North will
continue to cooperate on the issue of separated families and other humanitarian issues involving the
Red Cross." The program of reuniting Korean families commenced in 2000 following a landmark
inter-Korean summit. Since that time, the two sides have held several reunions and orchestrated a
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number of video exchanges although the last such meetings took place in October 2007. Soon
thereafter, South Korea's hard line government of President Lee Myung-bak came to power,
bilateral relations devolved, and the program was suspended. This 2009 agreement could be
illustrative of a possible breakthrough between the two sides.

On October 12, 2009, North Korea fired five short-range missiles into Sea of Japan (also known
as the East Sea). The surface-to-surface KN-02 missiles with a range of 75 miles were launched
south of Musudan-ri in the North Hamgyeong Province. As a precaution, North Korea had
banned shipping vessels from the waters off the east and west coasts from October 10 to October
20, 2009, according to the Yonhap news agency. It was the first missile launches by North Korea
in several months and came after North Korea said that it was willing to return to multilateral talks
about its nuclear program.

On Nov. 10, 2009, South Korean and North Korean ships exchanged heavy fire at sea in South
Korean waters when a North Korean patrol boat traversed the Northern Limit Line, which
demarcates the boundary between the two Koreas. The exchange of fire was described as having
lasted only for a short period of time and left a North Korean vessel in flames but with no
casualties on the South Korean side. There was no information available on the casualties -- if any
-- from Pyongyang. Whereas the South Korean authorities characterized the incident as
"accidental," the North Koreans said it was an "armed provocation."

Despite this incident, United States Secretary of State Hillary Clinton said that talks between
Washington and Pyongyang would go forward, as planned. Speaking at the Asia-Pacific
Economic Cooperation summit in Singapore, Secretary Clinton said, "This does not in any way
affect the decision to send ambassador Bosworth. We think that this is an important step that
stands on its own." To that end, Bosworth was expected to travel to Pyongyang for direct talks
with the North Koreans following the Asia-Pacific summit. It would be the first direct contact
between the United States and North Korea in more than a year. On the agenda during that
meeting would be the matter of North Korea's return to the stalled six-party talks on
denuclearization.

In March 2010, North Korea accused South Korea of carrying out psychological warfare by
facilitating journalist tours in the demilitarized border zone between the two countries. North
Korea warned South Korea that there would be repercussions for these actions, claiming that the
tours allowed reporters to tour the zone and prepare "materials for anti-north smear campaigns." A

statement issued by Pyongyang said those these actions were in violation of the armistice, which
brought at ended to the hostilities in the 1950-1953 war. The statement also warned that the
United States would be held responsible for any negative fallout saying: "If the U.S. and the South
Korean authorities persist in their wrong acts to misuse the DMZ for the inter-Korean
confrontation despite our warnings, these will entail unpredictable incidents including the loss of
human lives in this area for which the U.S. side will be wholly to blame." Analysts have suggested
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that this may be another circuitous attempt by North Korea to draw the United States into direct
negotiations and press for a treaty officially ending the war. North Korea earlier suggested that no
progress could be made on the denuclearization issue without such a treaty being forged.

Note that these developments came in the aftermath of the sinking of a South Korean military ship
on March 27, 2010, in the conflict ridden waters of the border zone. Both South Korea and the
United States said they did not believe that North Korea was involved in that incident. In April
2010, investigations into the sinking of that South Korean warship near the North Korean border
cast new suspicions on Pyongyang's possible involvement, although Seoul was careful not to
expressly place the blame in that direction. Initial reports indicated that the underwater explosion
was caused by a torpedo. South Korean Defense Minister Tae-young said that a close range
external explosion appeared to have destroyed the vessel. In an interview with the media, the
South Korean cabinet minister said, "Basically, I think the bubble jet effect caused by a heavy
torpedo is the most likely cause." Kim was careful to refrain from speculating about who might be
behind the firing of a torpedo and said that the investigation still had to be completed.

South Korea confirmed in the third week of May 2010 that North Korea was behind the March
2010 incident in which one of its warships located in the conflict ridden waters of the border zone
was destroyed. South Korean investigators earlier said that a torpedo hit the ship, killing 46 people.
Despite knowing the cause of the sinking of the warship, South Korea had been circumspect in
ascribing blame. Now, however, South Korea was asserting that its neighbor to the north was
behind the mysterious incident. Clearly, South Korea's confidence in naming North Korea as the
responsible party would change the geopolitical landscape.

North Korea immediately responded by denying any such role, promising dire consequences, and
warning that war was inevitable if South Korea sought retribution. Pyongyang promised to cease
any cooperation with Seoul and warned that it would abrogate the North-South non-aggression
pact, if Seoul moved to retaliate. Moreover, Pyongyang issued a statement noting that "a war may
break out right now" and that it "will regard the present situation as the phase of a war and
decisively handle all matters arising in inter-Korean relations to cope with it."

For his part, South Korean President Lee Myung-bak described the sinking incident as a "surprise
military attack from North Korea [that came] while South Korean people were resting late at
night." President Lee also said his country would indeed take "resolute countermeasures" against
the North over the sinking of the war ship. Given Seoul's position that its response would be
"prudent," and the vulnerability of the South Korean people in terms of proximity, it was unlikely
that the response would involve military retaliation.

During a formal address on the matter, President Lee said his country would take the matter up at
the United Nations Security Council. He also announced the suspension of inter-Korean exchanges
and said that North Korean ships would be banned from passing through South Korean waters.
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Explaining the rationale behind these measures, President Lee said, "We have always tolerated
North Korea's brutality, time and again. We did so because we have always had a genuine longing
for peace on the Korean peninsula." He continued, "But now things are different. North Korea will
pay a price corresponding to its provocative acts."

In response to South Korea's moves, North Korea severed all ties with its neighbor, including
communications links and the passage of ships and aircraft from territorial waters and airspace
respectively. According to Pyongyang's official news agency, North Korea also intended to expel all
South Korean workers at a factory to the north of the border, which has jointly-administered.
Indeed, a statement publicized via the official news agency read as follows: "The Committee for
the Peaceful Reunification of Korea... formally declares that from now on it will put into force the
resolute measures to totally freeze the inter-Korean relations, totally abrogate the agreement on
non-aggression between the North and the South and completely halt the inter-Korean
cooperation,"

These developments did not bode well for the process of reconciliation between the two Koreas.
Still, Seoul seemed intent on winning the public relations war across the border. To this end, there
were plans to send propaganda leaflets and flash electronic billboard messages to North Korea,
explaining the sinking of the warship. As well, there were plans for the resumption of propaganda
broadcasts to North Korea for the same reason.

Earlier, United States Secretary of State Hillary Rodham Clinton, en route to Asia, made clear that
North Korea would have to face consequences for its apparent intemperate actions. On the
diplomatic front once in Asia, United States Secretary of State Clinton enjoyed little progress in
drawing China into the equation to place pressure on North Korea. The United States, which
firmly backed South Korea, was hoping for a joint response to the act of provocation from North
Korea. However, China offered only a call for all sides to demonstrate restraint. That said, in a
measure presumably intended to demonstrate solidarity and inflict some degree of intimidation, the
United States announced it would conduct joint anti-submarine naval exercises with South Korean
forces.

By the first week of June 2010, South Korea had referred North Korea to the United Nations over
the matter of the torpedoed warship. While South Korea seemed intent on forcing North Korea to
face consequences for its actions, it was not seeking a particular action by the international body.
Instead, South Korean President Lee Myung-Bak said during a speech in Singapore that "North
Korea must admit its wrongdoing." Speculation abounded that with China, which wields a veto on
the United Nations Security Council, unlikely to support the notion of sanctions against North
Korea, South Korea was likely to be seeking some other form of international rebuke against the
North. For its part, North Korea dispatched a letter to the United Nations Security Council
rejecting claims it sank the South Korean warship. North Korea also warned the international body
to refrain from debating the issue, saying that it should instead facilitate Pyongyang's own internal
inquiry into the incident.
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On July 29, 2010, South Korean Prime Minister Chung Un-chan resigned following 10 tumultuous
months in office. He was expected to stay in place until South Korean President Lee Myung-bak
appointed a successor. Chung's resignation appeared to be due to the government's failure to
secure parliamentary approval for a plan to make Sejong City a science-business hub. For his part,
Chung said, "It's regrettable that [ wasn't able to get the project past the parliament. I feel guilty
that the failure may lead to a waste of national resources."

In the first week of August 2010, President Lee announced a cabinet shuffle and named Kim Tae-
ho, a former governor of South Gyeongnsang province, as the new prime minister. Kim's
nomination to replace Chung Un-chan as prime minister was subject to parliamentary approval.
By the close of August 2010, Kim Tae-ho withdrew from contention as the nominee to be the new
prime minister. The decision appeared to be linked with questionable financial dealings of the
nominee. The development was a political blow to President Lee Myung-bak and left something
of a governing vacuum in South Korea. For his part, Kim expressed regret over the situation
saying, "I deeply regret having caused trouble to the public with my own problems."

Finally, on September 16, 2010, the president's office announced that the head of a state audit
agency would be the new prime minister. During a news conference, Kim Hwang-sik, chairman of
the Board of Audit and Inspection, said: "I feel enormous responsibility. If I get the official
nomination, I will do my best to aid the president and help build a prosperous nation and a fair
society by tapping into 38 years of my experience in public service." With parliamentary approval
on October 1, 2010, Kim Hwang-sik officially replaced Chung Un-chan, who resigned in August
over failing to get parliamentary support for a government relocation project.

In late October 2010, North Korean and South Korean troops exchanged fire across the border.
According to accounts from authorities in Seoul, North Korean troops fired two rounds in the
direction of a front line unit at Hwacheon, prompting South Korean troops to return fire. No
further exchange of fire followed the incident and there were no injuries to South Korean troops.
There was no consensus as to whether or not North Korea's actions constituted a direct
provocation. Only days later on November 3, 2010, South Korea's navy fired warning shots at a
North Korean fishing vessel in maritime border waters.

In the last week of November 2010, an exchange of fire occurred between North Korean and
South Korean forces, leaving two South Korean marines dead, 16 other South Korean marines
injured, and three civilians wounded. At issue was the shelling of the inhabited Yeonpyeong Island
by North Korea, located in close proximity the disputed Yellow Sea maritime border, just off the
North Korean coast. South Korea, whose military was conducting military exercises in the waters
off Yeonpyeong Island, reportedly returned fire, spurring one of the most serious clashes between
the North and the South since the Korean War. Some fifty shells reportedly landed on the island,
largely hitting a South Korean military base in the area. South Korea returned a fire with about 80
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shells; the casualties on the north side of the border were not known.

South Korean President Lee Myung-bak convened a meeting of the Joint Chiefs of Staff in the
capital city of Seoul. Following the meeting, he announced that the South Korean military would
punish North Korea for its attack, adding that it was vital that Pyongyang not engage in further
provocation.

For its part, Pyongyang placed the blame on South Korea for igniting the clashes. It should be
noted that Seoul disputes the North Korean version of the events that transpired. Nevertheless,
according to the state-run KCNA news agency, "The South Korean enemy, despite our repeated
warnings, committed reckless military provocations of firing artillery shells into our maritime
territory near Yeonpyeong Island." The North, therefore, was prepared to strike back if South
Korea "dares to invade our sea territory."

United States President Barack Obama characterized the incident an "outrageous, provocative act"
by North Korea. Russia struck a similar tone with Russian Foreign Minister Sergei Lavrov warning
of a "colossal danger" and characterizing those responsible for the clashes as carrying a huge
responsibility. The European Union also added its voice to the litany of condemnations. Japanese
Prime Minister, Naoto Kan, took a defensive stance in the national interests of his country, saying
that his government had to prepare for the occurrence of "any unexpected event."

But China, North Korea's closest ally, offered a murky suggestion that the two Koreas should "do
more to contribute to peace." A spokesperson for the Chinese government also called for
restarting six-party negotiations on North Korea's nuclear program -- a prospect that seemed
practically unlikely, given these latest developments. Indeed, according to South Korea's Yonhap
news agency, President Lee Myung-bak was reported to have informed a visiting Chinese foreign
policy adviser, Dai Bingguo, that his country (South Korea) was not interested in the resumption of
the multilateral nuclear talks; the South Korean leader apparently emphasized the importance of
immediately dealing with North Korea's aggressive actions of late.

In another development, South Korean Defense Minister Kim Tae-young came under fire for
ignoring intelligence reports that alerted his country of possible attacks from the North, as well as
the country's slow and weak responses to the threat posed by Pyongyang. Perhaps not
surprisingly, he was forced to resign from his post.

To date, there have been occasional flare ups in the border regions since the Korean War ended
without a peace treaty in 1953. However, the attack on Yeonpyeong Island occurred at a time of
increased tensions between the two Koreas. Months earlier in March 2010, as discussed above,
South Korea accused North Korea of torpedoing one of its warships in the area of the western
maritime border, also known as the Northern Limit Line. For its part, North Korea has denied that
charge and has also insisted that South Korea engage in diplomatic talks with Pyongyang aimed at
easing tensions, or, deal with "catastrophic" consequences. Then, in late October 2010, as
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discussed above, North Korean and South Korean troops exchanged fire across the border.
According to accounts from authorities in Seoul, North Korean troops fired two rounds in the
direction of a front line unit at Hwacheon, prompting South Korean troops to return fire. No
further exchange of fire followed the incident and there were no injuries to South Korean troops.
There was no consensus as to whether or not North Korea's actions constituted a direct
provocation. Only days later on November 3, 2010, South Korea's navy fired warning shots at a
North Korean fishing vessel in maritime border waters.

At the time, South Korea sought to downplay the incidences or the prospects of trouble emanating
from the North. Indeed, during a news conference focused on an impending summit in Seoul,
South Korean President Lee Myung-bak had said, "I don't think the North will try to do anything
when leaders of the international community are meeting to discuss the world economy." He
continued, "I trust the North won't do anything but still we are fully prepared."

On the other side of the border, while North Korea has a history of making provocative moves,
many analysts said that it was unlikely that Pyongyang would seek to alienate the international
community, especially at a time when it has been revealing its new leadership succession team to
the world. Earlier, President Kim Jong-il's son was given a military promotion, and sanctioned as
the likely successor to the ailing leader. Of course, as illustrated by the events in late November
2010 on Yeonpyeong Island, it was apparent that the path of provocation was the one being
traversed by North Korea.

Attention was on the matter of why North Korea would seek to heighten the state of volatility on
the Korean Peninsula. Perhaps, for North Korea, this is a simple matter of defending its interests.
However, it could well be that the aforementioned analysts interpreted the matter of leadership
transition incorrectly. It could well be that North Korea is not concerned with the matter of
alienating the international community. Instead, at this time of leadership transition from ailing
President Kim Jong-il to his son, the priority from Pyongyang is to establish North Korea's power,
and to show the military elite in North Korea that the named successor is not afraid to embrace a
muscular stance in relation to the South, and indeed, the world.

The situation on the Korean peninsula has been made more complicated by the November 2010
revelation that North Korea constructed a new nuclear facility. A nuclear scientist from Stanford
University in the United States, Dr. Siegfried Hecker, said that during a visit to North Korea, he
was shown a new nuclear facility. There -- at the new nuclear facility at the Yongbyon nuclear
complex to the north of the capital of Pyongyang -- he viewed "more than 1,000 centrifuges" for
enriching uranium -- elements needed for the production of nuclear weapons.

Since the nuclear facility did not exist when international nuclear weapons inspectors were
expelled from North Korea in 2009, it was clear that it had been constructed quickly. But Dr.
Hecker noted that the facility boasted a high level of sophistication, and as reported in the New
York Times, it included an "ultra-modern control room." According to Dr. Hecker, the facility
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appeared oriented for the use of civilian nuclear power. Noting that there was no sign of plutonium
production, which is needed for weapons proliferation, Dr. Hecker nonetheless cautioned in an
interview with the Associated Press that the new facility could be "readily converted to produce
highly enriched uranium bomb fuel."

Dr. Hecker additionally shored up previous reports that North Korea has been constructing a light-
water nuclear reactor. His observations on the ground in North Korea appeared to coincide with
satellite imagery depicting the construction of the reactor at Yongbyon. Typically, light-water
reactors are associated with civilian energy usage, however, uranium enrichment is part of the
process, it was not inconceivable that further enrichment could potentially ensue at weapons-grade
levels.

To date, North Korea is believed to have sufficient weaponized plutonium for about six atomic
bombs, although there has been little evidence to suggest that the country has actively pursued a
weapons program. That being said, Western powers have been advocating a resumption of the
stalled six-party talks dealing with North Korea's nuclear program.

In November 2010, a senior United States Department of State envoy, Stephen Bosworth, was in
Asia on a trip aimed at reviving the multilateral negotiations. However, this latest act of provocation
by North Korea on Yeonpyeong Island left the United States with no choice but to disengage from
the multilateral diplomatic process, essentially ruling out the resumption of six-party talks on North
Korea's nuclear disarmament for the foreseeable future.

On Nov. 23, 2010, in an interview with ABC News, United States President Barack Obama
characterized North Korea's shelling of Yeonpyeong Island as "a serious and ongoing threat that
needs to be dealt with. President Obama also reaffirmed his country's alliance with South Korea,
describing that country as an important ally. He said, "We strongly affirm our commitment to
defend South Korea as part of that alliance." The United States president also noted, "We want to
make sure all the parties in the region recognize that this is a serious and ongoing threat that needs
to be dealt with." This statement appeared to target China, as he continued saying that Pyongyang
needs to know "that there are a set of international rules they need to abide by."

By the close of November 2010, tensions on the Korean peninsula remained high, as South Korea
and the United States carried out joint military exercises in the Yellow Sea, to the south of the
disputed maritime border. North Korea said it viewed the previously -arranged military exercises as
a provocation and warned of retaliation if there was any violation of its territorial waters. A
statement from Pyongyang broadcast by the state-controlled KCNA news agency read as follows:
"We will deliver a brutal military blow on any provocation which violates our territorial waters."

At the start of December 2010, South Korea took a highly assertive position. The South Korean
defense minister-designate, Kim Kwan-jin, warned that North Korea would face a harsh response,
including air strikes, if it dared to act aggressively in the future. Kim Kwan-jin's remarks were
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made in parliament as he answered questions during his confirmation hearing. In response to the
question of how he would react to another violent action by North Korea, Kim Kwan-jin said, "If
North Korea provokes again, we will definitely use aircraft to attack North Korea." Clearly, this
posture by South Korea was a marked departure from its long-held restraint in the face of North
Korea's provocations. Making clear that it intended to maintain this assertive posture, South Korea
also said that it was going to carry out military drills from the aforementioned Yeonpyeong Island,
even though North Korea has condemned those plans and warned that it would retaliate with force.
With Pyongyang and Seoul at odds with one another in such a marked fashion, there were
heightened anxieties about the renewal of war on the Korean peninsula.

Yet even with those fears at hand, the landscape became even more complicated when in mid-
December 2010, South Korea said that it suspected North Korea of secretly enriching uranium at
locations beyond its main nuclear site at Yongbyon. South Korean Foreign Minister Kim Sung-
hwan would not confirm a media report that North Korea was home to three more plants where
uranium enrichment could take place, however, he admitted to having suspicions along these lines.
During a news conference, he said, "It is a report based on what is still intelligence and let me just
say that we have been following this issue for some time." Should this claim be proved correct,
North Korea could conceivably possess material -- potentially for building more nuclear bombs.
Moreover, such actions would fly in the face of renewed nuclear disarmament talks, which were
already on a downward slide as a result of North Korea's latest aggressive actions (as discussed
above).

By the third week of December 2010, intense dissonance characterized relations on the Korean
peninsula for the myriad reasons discussed above. Former New Mexico Governor Bill Richardson,
who also served as ambassador to the United Nations, was acting as an unofficial United States
envoy in the region, with an eye on reducing the level of tensions. That job, however, was not
helped when United Nations meetings on the matter ended with no resolution. Nevertheless, there
were signs of progress when North Korea began to reverse course, effectively moving away from
its threats to take retaliatory action against South Korea for the aforementioned military drills. The
shift from Pyongyang came after South Korea evacuated residents from the area on and around
Yeonpyeong Island and launched fighter jets from its terrain. Analysts surmised that the strong
stance from South Korea may have forced North Korea to rethink the likely consequences of
making good on expressed threats. As explained by Governor Richardson, "South Korea was able
to flex its muscles, and North Korea reacted in a statesmanlike manner." But despite these
encouraging indications, on Dec. 23, 2010, the rhetoric between the two Koreas was on the rise
once again. South Korea's president was promising harsh retaliation if his country was again
attacked, while North Korean was warning of a "sacred" nuclear war, if provoked.

Meanwhile, Governor Richardson -- a seasoned diplomat -- who has had years of experience
negotiating with the North Koreans, announced that North Korea was willing to offer concessions
in regard to their nuclear program. In an interview with the Associated Press, Governor Richardson
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said, "We had positive results." He continued, "I hope this will signal a new chapter and a round of
dialogue to lessen tension on the Korean peninsula." Given the increasing concerns about North
Korea's capacity to build nuclear bombs, this development was welcomed. But, as United States
Department of State spokesman, P.J. Crowley, cautioned, "North Korea talks a great game. They
always do. The real issue is what will they do. If they are agreeable to returning IAEA
[International Atomic Energy Agency] inspectors to their country, they need to tell the IAEA that."

In a New Year's message at the close of 2010, North Korea appeared to strike a conciliatory note
as it called for dialogue with South Korea. North Korea was reported to have called for "a lasting
peace system on the Korean Peninsula," which it said should be made "nuclear-free through
dialogue and negotiations." Heightened tensions have marked relations between the two Koreas
since the sinking of a South Korean warship by the North earlier in 2010, and reached a nadir at
the close of the year, following the shelling of Yeonpyeong Island (under South Korean
jurisdiction) by the North. For its part, Seoul opted to take a more aggressive stance in relation to
Pyongyang since these events by carrying out military exercises in the border zones and increasing
its rhetoric. Now, the call for improved relations by Pyongyang may have been interpreted as a
shift in stance, aimed at lowering tensions on the Korean peninsula. However, Pyongyang's
message, which was publicized via North Korean state media, went onto to warn of increased
military strength. The New Year's message said that North Korea's military would "conduct intense
combat training in an atmosphere of actual battle as required by the tense situation."

On Feb. 9, 2011, bilateral talks between the two Koreas were reported to have broken down.
Delegates from North Korea and South Korea had been meeting in the border village of
Panmunjom with the intent of working through a number of sensitive cross-border issues. There
were hopes that the security talks would ease tensions between the two Koreas, which reached a
nadir after the shelling of a South Korean island by North Korean forces in November 2010.
Significantly, these discussions were intended to set the foundation for further, higher-level,
negotiations. However, the disintegration of these talks meant that there was no consensus on an
agenda for future meetings.

In July 2011, some good news was brewing in the realm of foreign relations. The United States
and North Korea completed a set of exploratory discussions, which North Korea's envoy, Vice
Foreign Minister Kim Kye Gwan, characterized as positive. Speaking of his meetings with United
States Ambassador Stephen Bosworth, the Obama administration's leading representative on North
Korean affairs, Kim Kye Gwan said, "Yesterday and today we discussed comprehensively, with
Mr. Bosworth, matters of mutual interest. The talks were very constructive and businesslike and
we continue to maintain contacts." For his part, Ambassador Bosworth said, "These discussions
are designed to explore the willingness of North Korea to take concrete and irreversible steps
toward denuclearization." These bilateral talks were intended to be a precursor to the resumption
of multilateral denuclearization negotiations. To that end, Ambassador Bosworth said that his
country would enter consultations with South Korea and other countries involved multilateral
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negotiations that have been ongoing for years, to consider how to proceed further with North
Korea.

Later in August 2011, though, prospects for a return to multilateral talks were dimmed when an
imbroglio ensued between North Korea and South Korea. The situation was spurred when shells
from North Korea were fired close to the maritime border with South Korea. In response, the
South Korean navy fired warning shots towards North Korea. According to South Korean
sources, artillery shells from North Korea landed in the Yellow Sea close to Yeonpyeong Island,
which is under Seoul's jurisdiction. Further rounds were fired on the same day. Defense officials
from South Korea surmised that the initial firing of shells may have been due to training exercises
by North Korea. Nevertheless, South Korea wasted no time in responding with warning shots. It
should be noted that Yeonpyeong Island was in the global purview in late 2010 when North Korea
fired shells in that direction, leaving four people dead and triggering the outrage of South Korea and
its allies.

As the month drew to a close, tension increased when five South Koreans were arrested for spying
on behalf of North Korea. South Korean prosecutors said that the five individuals
conveyed sensitive military and political information to the North over a period of two decades.
Among the sensitive material were satellite images of major military installations, as well as field
manuals of United States forces in South Korea. All five individuals were accused by South
Korean authorities of violating the country's national security law, engaging in espionage, and
communication with an enemy.

It should be noted that in December 2011, North Korean leader, Kim Jong-il, died leaving his son,
Kim Jong-un, as the new leader of that country. It was yet to be seen how this development
would influence relations between the two Koreas.

Meanwhile, on the domestic scene, as 2011 drew to an end, South Korea's liberal main opposition
Democratic Party announced a merger with a progressive civics entity founded by former aides to
late President Roh Moo-hyun known as Citizen Integration Party. The merger created a significant
liberal opposition coalition ahead of elections to be held in 2012. The new center-left party, named
the "Unified Democratic Party," was to hold a convention on Jan. 15, 2012, to elect the party
leadership and finalize its party platform. The merger was formed with an eye on ensuring that the
liberal vote was not split in future 2012 presidential and parliamentary elections against the
conservative ruling Grand National Party. That being said, there would nonetheless still be some
vote splitting among the center-left and left in South Korea since a number of minor leftist and
liberal parties launched their own coalition called the Unified Progressive Party.

At the start of February 2012, South Korea's ruling Grand National Party (GNP) announced it was
changing its name to "Saenuri," which translates into "New World" in Korean. The move appeared
to be a symbolic gesture aimed at re-branding the conservative GNP's image ahead of general
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elections set for April 2012. Indeed, the GNP has been plagued by declining approval ratings and
unfavorable perceptions. The name change was expected to be confirmed during a meeting of the
national party.

By Feb. 11, 2012, name change aside, the GNP was subject to scandal when a senior aide to
South Korean President Lee Myung-bak was forced to resigned amidst reports prosecutors were
poised to question Kim Hyo-jae in an alleged vote-buying scandal. At issue was a prevailing
investigation by prosecutors into accusations that former National Assembly Speaker, Park Hee-
tae, bribed fellow GNP legislators before being elected party leader in 2008. Kim's alleged
involvement centered on the fact that his former aide gave envelopes of cash to legislators before a
vote to choose a new party chief. Thus, there were suggestions that Kim may have played a role
in the bribery scandal.

For his part, President Lee accepted the resignation his senior political affairs secretary but
indicated there would be no additional comment on the matter.

In the aftermath of a "denuclearization for food" agreement between North Korea and the United
States, there were high hopes that the deal would facilitate progress in multilateral negotiations on
North Korea's nuclear program. Those high hopes were somewhat dashed by news that North
Korea intended to launch a satellite into orbit.

Pyongyang announced on March 16, 2011, that it would launch an "earth observation" satellite, or
the Kwangmyongsong-3, using a long-range rocket. The event was intended to mark the 100th
birthday of its late leader Kim I1-Sung. Of course, such a move would be contrary to the prevailing
United Nations resolutions, which prohibits North Korea's use of long-range intercontinental
ballistic missile technology, as well as the aforementioned "denuclearization for food" agreement,
the latter of which requires North Korea to adhere to a moratorium on nuclear tests and long-range
missile launches.

Not surprisingly, all the other countries involved in multilateral negotiations -- South Korea, Japan,
China, Russia, and the United States -- expressed dismay over this plan by North Korea. United
States Department of State spokesperson, Nuland, pointed to this concurrence and urged North
Korea to rethink the satellite launch saying, "Obviously, we were heartened that every single one of
the six-party talks participants made clear that they think that this would be an extremely bad idea
and a violation of U.N. Security Council resolutions, so we are hoping and expecting that the
DPRK will take that to heart." The United States also noted it would be "very hard" to go forward
with its planned food assistance if North Korea moved ahead with the plan to launch a satellite into
orbit.

The geopolitical complexity of the Korean peninsula became more complicated on March 21,
2012, when the White House in the United States announced that President Barack Obama
intended to visit to the world's most heavily militarized border -- the Korean Demilitarized Zone
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(DMZ). The White House explained that the trip to the DMZ was intended to convey the
president's support for the 30,000 United States troops stationed in South Korea, and to augment
bilateral relations between Washington and Seoul. In a press briefing, Daniel Russel, Asia director
for the White House National Security Council, said: "The DMZ is the front line of democracy in
the Korean Peninsula, and it's the symbol of the U.S. and [South Korean] resolve, as well as
solidarity. So a visit by the president there to see and to thank the U.S. and the South Korean
service members makes perfect sense."

After his visit to the DMZ, President Obama was set to attend a global summit aimed at reducing
the risk of nuclear terrorism in the South Korean capital of Seoul. Ahead of the Nuclear Security
Summit, President Obama reiterated his call for "a world without nuclear weapons" and advanced
his foreign policy agenda that advocates non-proliferation and the reduction of nuclear weapons
through increase diplomacy.

In a speech to students at South Korea's Hankuk University of Foreign Studies, President Obama
said the United States -- the only nation to have ever used nuclear weapons -- was fully committed
to reducing its stockpile of nuclear arms. The United States leader said his country had a "moral
obligation" to pursue strategic arms cuts. President Obama also drew thunderous applause from
the audience of students when he said that, as a father, he did not wish to see his daughters
growing up in a world with nuclear threats.

"I say this as president of the only nation ever to use nuclear weapons," Obama said. "I say it as a
commander in chief who knows that our nuclear codes are never far from my side. Most of all, I
say it as a father, who wants my two young daughters to grow up in a world where everything they
know and love can't be instantly wiped out."

President Obama acknowledged his country's unique position in the world, but he noted that
"serious sustained global effort" was needed to achieve his expressed hope for a nuclear weapons-
free world.

The issue of nuclear proliferation has been at the forefront of the international purview given the
ongoing concerns about North Korea's nuclear arsenal. Addressing the matter of North Korea's
nuclear ambitions, President Obama made it clear that the United States held "no hostile intent" to
that country, but warned that there would be "no rewards for provocation."

The United States president said: "The United States has no hostile intent toward your
country...We are committed to peace. And we are prepared to take steps to improve relations,
which is why we have offered nutritional aid to North Korean mothers and children." President
Obama continued, "But by now it should be clear, your provocations and pursuit of nuclear
weapons have not achieved the security you seek -- they have undermined it. Instead of the dignity
you desire, you're more isolated. Instead of earning the respect of the world, you've been met with
strong sanctions and condemnation. You can continue down the road you are on, but we know
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where that leads. It leads to more of the same -- more broken dreams, more isolation, ever more
distance between the people of North Korea and the dignity and the opportunity that they
deserve."

President Obama also reiterated the warning already issued by his government that the long-range
missile launch to place a satellite in orbit would only result in isolation for Pyongyang. He said,
"With respect to North Korea, we are going to be both sending messages to North Korea that they
should not go forward with this missile launch, which would violate existing U.N. Security Council
resolutions. And our hope is, is that we can resolve these issues diplomatically."

President Obama also joined South Korean President Lee Myung-bak in noting that North Korea
would be subject to further sanctions if it did not cancel its launch plans. Making clear the options
available for North Korea, President Obama addressed the leadership of that country saying, "You
can continue with the road you are on but we know where that leads...Today, we say: Pyongyang,
have the courage to pursue peace."

For his part, Kim Jong Un -- North Korea's new leader -- appeared to be following his father's
footsteps in the realm of rhetoric as he deemed the nuclear summit to be "a childish farce."
Earlier, Pyongyang asserted that denunciations of North Korea would amount to a "declaration of
war."

Pyongyang was also signaling that it had no intention of pulling back from its missile launch to sent
a satellite into orbit. Instead, South Korean sources were reporting that North Korea moved a
long-range rocket to a launch pad close to the Chinese border. As well, satellite imagery appeared
to depict preparations for the launch, which Pyongyang had said would take place between April
12-16, 2012. The guidance was that the rocket would follow a trajectory that would take it close
to south-western Japan.

Accordingly, Japan's defense ministry made it clear that it had ordered the Self-Defense Forces
(SDF) to intercept North Korea's rocket launch, if necessary, using its missile shield. Japanese
authorities also alerted rescue personnel that they would be mobilized to deal with potential
disasters, should the veer off course. Already, the South Korean government had said that it
would shoot down any North Korean rocket that strayed into its territory. As well, the United
States was sea-based X-band radar into the Pacific to monitor the launch. Upset about the prospect
of rocket debris affecting countries of the Pacific, President Benigno Aquino III of the Philippines
called on Pyongyang to abandon the launch plans.

It should be noted that the Obama administration in the United States canceled its food aid
program to North Korea due to that country's decision to move forward with the satellite launch.

An official from the Pentagon was cited as saying: "Why we're not providing that food assistance
at this point is because our confidence in their ability to meet their agreements has been diminished.
We do not use it as a lever to change their policies."
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A week ahead of the timeline expected for the North Korean missile launch, President Kim Jong
Un warned that any country that dared to interfere with its plans would face "immediate, resolute
and merciless punishment." In a statement published by the Korean Central News Agency, the
North Korean leader asserted: "(Any country that) intercepts the satellite or collects its debris will
meet immediate, resolute and merciless punishment." Pyongyang also warned South Korea against
intercepting the rocket booster, should it stray into South Korean territorial waters. Pyongyang
promised that an interception by Seoul would bring about "the end of everything in South Korea."

On April 10, 2012, the United States was reiterating its warnings to North Korea that the launch of
a new missile would be "a clear and serious violation" of international agreements. White House
press secretary Jay Carney said in an interview with journalists: "The proposed missile launch, if
conducted, would represent a clear and serious violation of North Korea's obligations under two
United Nations Security Council resolutions that explicitly prohibit North Korea from testing
ballistic missiles." Carney said the United States intended to work allied countries on implementing
consequences for North Korea, should it proceed with its provocative missile launch; Carney noted
that United States food aid to North Korea could be cut off.

By April 13, 2012, news emerged from North Korea that although that country attempted to
launch its satellite into space, the long-range rocket failed to reach orbit. Despite the spectacular
failure of the mission, the attempted action was nonetheless widely condemned by the international
community. Notably, members of the Group of Eight industrial nation states issued a joint
condemnation, noting that the launch was in clear violation of United Nations Security Council
resolutions prohibiting intercontinental missile deployments.

In a related development, South Korean officials were noting that new satellite imagery suggests
that North Korea was preparing to carry out a nuclear test. The imagery depicted piles of earth and
sand at the entrance of a tunnel at a nuclear site, where previous nuclear bomb testing was carried
out in 2006 and 2009. An anonymous source was quoted by Agence France Presse as saying:
"Recent satellite images led us to conclude the North has been secretly digging a new underground
tunnel in the nuclear test site... besides two others where the previous tests were conducted."
Given the aforementioned launch failure, there were some suggestions that North Korea might try
to "save face" by moving forward with an even more provocative act -- quite possibly, a nuclear
test. Of course, such an act would be regarded as a clear move down the path of confrontation by
North Korea's regional neighbors as well as Western powers.

By the third week of April 2012, presumably as a cautionary move, South Korea announced that
it had deployed missiles with a range of 625 miles. The weapons would be able to strike nuclear
targets inside North Korea.

As April 2012 entered its final week, North Korea was ratcheting up the militaristic rhetoric as it
threatened to initiate military action against South Korean targets and characterized South Korean
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President Lee Myung-bak a "traitor" and "scum." In a statement, Pyongyang issued the following
threat: "The special actions of our revolutionary armed forces will start soon to meet the reckless
challenge of the group of traitors. Once the ... special actions kick off, they will reduce all the rat-
like groups and the bases for provocations to ashes in 3 or 4 minutes ... by unprecedented peculiar
means and methods of our own style."

Meanwhile, reports suggested that North Korea was close to completing preparations for a nuclear
test. This move -- if successful -- would constitute North Korea's third nuclear test after two in
2006 and 2009. The global community was watching events unfold in North Korea closely as

Pyongyang may now have the capacity to conduct a test using highly enriched uranium for the
very first time. This development would presage North Korea's possible ability to significantly
build up its stocks of weapons-grade nuclear material. As well, it would facilitate the manufacture
of a nuclear warhead to mount on a long-range missile. Should North Korea go forward with its
third nuclear test, it would be a clear example of the limits of China's influence on the paranoid

regime ruling North Korea today.

Parliamentary elections were set to take place in South Korea in April 2012. At stake were the 299
seats in the unicameral "Kukhoe" (National Assembly). Of the 299 seats in the National Assembly,
243 are elected by direct popular vote, while the remaining 56 are determined via a proportional
system. Members of the National Assembly serve four-year terms. In the previous elections of
2008, the Grand National Party or GNP won the most seats; the main opposition is the Democratic
Party (formerly the United Democratic Party), which was looking to take victory over the GNP in
2012.

It should be noted that months earlier in February 2012, South Korea's ruling Grand National
Party announced it was changing its name to "Saenuri," which translates into "New World" in
Korean. The move appeared to be a symbolic gesture aimed at re-branding the conservative
GNP's image ahead of general elections. Indeed, the GNP has been plagued by declining approval
ratings and unfavorable perceptions. The name change was confirmed during a meeting of the
national party.

With the name change established, all eyes were on the elections. To that end, on April 11, 2012,
voters went to the polls in South Korea to vote in this parliamentary contest. Voter turnout was
estimated to be around 50 percent. Exit poll data showed that a close race was unfolding
between the ruling Saenuri Party and the main opposition Democratic Party; media outlets were
forecasting that both parties would respectively garner between 131 and 147 seats.

Once the votes were counted, it was apparent that President Lee Myung-bak's ruling Saenuri Party
had eked out a victory in these tightly contested parliamentary elections. The Saenuri Party
appeared to have outperformed the exit poll predictions and secured 152 seats, thus retaining its
parliamentary majority. The main opposition Democratic Party slightly underperformed exit poll
expectations by winning 127 seats. The minor opposition Unified Progressive Party, which fielded
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joint candidates with the Democrats, gained 13 seats.

A presidential election in South Korea was expected to be held in December 2012. In South Korea,
the president is elected by popular vote for a single five-year term. Accordingly, incumbent
President Lee Myung-bak, who was elected in 2008, would not be on the ballot in 2012. South
Korea's two top presidential hopefuls for what promised to be a close contest were the ruling
Saenuri Party's Park Geun-hye and the main opposition Democratic United Party's Moon Jae-in.

Polling data gave Park -- a slight lead over Moon.

It should be noted that Park was the daughter of Park Chung-hee, who ruled South Korea for 18
years; the older Park came to power via a military coup in 1961 and stayed as South Korea's
leader until his assassination in 1979. Meanwhile, Moon was a human rights lawyer who gained
some notoriety as a student protest organizer who rallied against the older Park.

After the polls closed on Dec. 19, 2012, and with the votes counted, it was Park who claimed
victory in the country's presidential election. Initial results gave Park 52 percent over Moon with
48 percent. In her victory speech to supporters, Park said: "This is the victory of the people. This
is a victory for the people's wish to overcome crises and revive the economy." Park would have
the distinction of being the first woman elected as president in South Korea. During the election
campaign, she cast herself as a symbolic mother of the nation, saying: "I have no family to take
care of. I have no child to inherit my properties. You, the people, are my only family, and to make
you happy is the reason I do politics. And if elected, I would govern like a mother dedicated to her
family."

It should be noted that on Jan. 1, 2013, North Korea's leader, Kim Jong-un, delivered a rare new
year's message on state television. His address -- the first new year's speech in almost two
decades -- focused on the imperatives of economic development and reunification of the two
Koreas. The call for a unified Korea came only weeks after Park Geun-hye was elected as the
first female president of South Korea. In power since 2011 himself, Kim Jong-un may have been
attempting to establish better relations with South Korea, which was now coming under new
leadership itself. Notably, Kim Jong-un warned that confrontation had only resulting in war. It
was to be seen if there was substance to accompany the new rhetorical tone coming from the
North.

At the start of 2013, the United Nations tightened sanctions against North Korea. This move was
made in response to North Korea's December 2012 rocket launch. For its part, North Korea
reacted with anger and promised strong retaliation. All expectations were that another nuclear test
might be in the offing, although North Korea was raising the anxiety of the international community
by raising the rhetoric and threatening an even harsher actions.

North Korea warned of retribution against the United States, which it described as a "sworn
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enemy." The following statement was issued via the official Korean Central News Agency: "We do
not hide that a variety of satellites and long-range rockets will be launched and a nuclear test of
higher level will be carried out in the upcoming new phase of the anti-U.S. struggle, targeting
against the U.S., the sworn enemy of the Korean people." Pyongyang soon expanded its threats to
noted that it would take action against South Korea, if it participated in the United Nations
sanctions regime. China's official Xinhua News Agency was also reporting that Pyongyang
intended to walk away from multilateral six-part talks since "the U.N. Security Council has been
reduced into an organization bereft of impartiality and balance."

On Feb. 12, 2013, seismic activity in North Korea suggested that North Korea may have selected
an even earlier date to go forward with its third nuclear test. The seismic shock activity was
emanating from the same area where North Korea conducted its 2006 and 2009 nuclear tests. Kim
Min-seok of the South Korean Defense Ministry indicated that country's belief, saying, “We
believe that North Korea has conducted a nuclear test." Meanwhile, the United States Geological
Survey indirectly confirmed that the test had taken place as it noted the shock appeared to be one
kilometer underground and was consistent with a nuclear blast. According to Lassina Zerbo, the
director of the international data center of the Comprehensive Nuclear-Test Ban Treaty
Organization, the magnitude of the test was twice as large as the 2009 nuclear test. It should be
noted that initial reports suggested the use of plutonium in this nuclear test, which tends to be
suited for use as a missile warhead.

North Korea itself soon confirmed that it had carried out its third underground nuclear test, which
it said involved a "miniaturized" nuclear device. As reported in a statement by the state-run KCNA
news agency: "It was confirmed that the nuclear test that was carried out at a high level in a safe
and perfect manner using a miniaturized and lighter nuclear device with greater explosive force
than previously did not pose any negative impact on the surrounding ecological environment."

North Korea claimed its third nuclear test was an act of self-defense against "U.S. hostility" and
warned that further moves might be in the offing. Via the state-controlled KCNA news agency,
Pyongyang claimed that the nuclear test "was only the first response" taken "with maximum
restraint." Pyongyang warned that further actions were in the offing, saying: "If the United States
continues to come out with hostility and complicates the situation, we will be forced to take
stronger, second and third responses in consecutive steps."

The chorus of condemnation from the international community was broad and vociferous. United
Nations Secretary General Ban Ki-moon wasted no time in condemning North Korea's nuclear
test, which he emphasized was a "clear and grave violation" of United Nations resolutions. NATO
cast the nuclear test as an "irresponsible act" that posed a serious threat to world peace. China,
North Korea's closest ally, demanded an audience with the North Korean ambassador in Beijing,
while Foreign Minister Yang Jiechi said China was "strongly dissatisfied and resolutely opposed" to
the nuclear test. In a statement, United States President Barack Obama argued for a swift
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response, asserting: "The danger posed by North Korea's threatening activities warrants further
swift and credible action by the international community. The United States will also continue to
take steps necessary to defend ourselves and our allies."

The United Nations Security Council convened an emergency meeting later on Feb. 12, 2013, to
discuss future measures. During that meeting, the permanent and rotating member nations of the
United Nations Security Council unanimously condemned North Korea's latest nuclear test and
warned that "appropriate measures" would be in the offing.

Clearly, North Korea would be faced with the prospects of international action. Even its closest
ally, China, via its state-controlled media, urged North Korea not to go forward with such a
provocative action and warned that North Korea would pay a "heavy price" if it proceeded with
the test. Of course, in the realm of international jurisprudence, heavy costs have come in the form
of harsh sanctions by the United Nations Security Council, which have done little to curtail North
Korea from going forward with its missile program and nuclear development agenda. Indeed, the
very existence of sanctions have not stopped North Korea from repeatedly violating the
Comprehensive Nuclear Test Ban Treaty.

With news circulating in the first week of March 2013 that a draft of a United Nations Security
Council resolution against North Korea had been crafted, Pyongyang wasted little time in
registering its anger. On March 5, 2013, North Korea warned that it would end its 1953 armistice
(ceasefire) that brought a conclusion to the conflict with South Korea, without officially ending the
Korean War. North Korea also demanded that the United States and South Korea end its ongoing
military drills in the region, referring to them as a "dangerous nuclear war targeted at us."
Furthermore, the Korean People's Army warned that it would carry out stronger actions in
response to the "hostile" policies of the United States and South Korea. It was apparent that North
Korea was prepared to take an aggressive stance in the face of international pressure.

On March 7, 2013, the United Nations Security Council unanimous adopted Resolution 2094
censuring North Korea for its February nuclear test and imposing an even stricter sanctions regime
on that country. Included in those new sanctions were provisions to target the financing sources
of North Korea's nuclear and missile technology, but there were additional penalties imposed on
North Korea in the realm of banking, travel, transportation, and trade.

As stated by United States Ambassador to the United Nations, Susan Rice, "The strength, breadth
and severity of these sanctions will raise the cost to North Korea of its illicit nuclear program.
Taken together, these sanctions will bite and bite hard." South Korea's Ambassador to the United
Nations, Kim Sook, said the time had come for North Korea to "wake up from its delusion" of
becoming a nuclear state. He continued, "It can either take the right path toward a bright future and
prosperity, or it can take a bad road toward further and deeper isolation and eventual self-
destruction." Meanwhile, United Nations Secretary-General Ban Ki-moon said the unanimous
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adoption of the resolution delivered a strong message to North Korea that its pursuit of nuclear
weapons would not be tolerated by the international community.

In addition to scrapping its non-aggression agreements with South Korea, North Korea responded
to the news of international action by saying that it would be cutting off the North-South hot-line.
Installed in 1971, the hot-line was created to provide direct communication at times of increased
tensions and also to organize the transfer of persons and goods through the heavily fortified
Demilitarized Zone. Clearly, the disabling of the hot-line was not only symbolic of the breakdown
in bilateral relations between the two Koreas, there were also practical and security implications.

It should be noted that North Korea has also shockingly threatened to launch pre-emptive nuclear
attacks on the United States and South Korea in response to the joint military drills, which it said
were proof of the United States' intent to go to war. A belligerent North Korea said via its Foreign
Ministry that the United Nations' action would "compel" that country to take "countermeasures" in
short order. Furthermore, it declared in a statement: "Now that the U.S. is set to light a fuse for a
nuclear war, the revolutionary armed forces of the DPRK will exercise the right to a pre-emptive
nuclear attack to destroy the strongholds of the aggressors and to defend the supreme interests of
the country." North Korea even threatened to transform Washington and Seoul into "a sea in
flames" with "lighter and smaller nukes."

For its part, South Korea was undeterred and moving forward with the very joint military drills
(with the United States) that earned outrage and threats from Pyongyang. Still, South Korean
Foreign Minister Yun Byung-se said on March 11, 2013, that his country would try to re-engage
with North Korea with an eye on shifting the climate from tension and threats to cooperation. In an
address, Yun said his goal was to "turn this era of confrontation and mistrust into an era of trust
and cooperation with North Korea." Yun further asserted: "The security situation on the Korean
Peninsula for now is very grave as the unpredictability surrounding North Korea is rising following
its third nuclear test."

As March 2013 was drawing to a close, North Korea increased its belligerent rhetoric and said that
missile and artillery units were combat-ready and aimed at United States and South Korean
targets. In a statement broadcast on the state-controlled Korean Central News Agency (KCNA),
the Korean People's Army's Supreme Command said: "From this moment, the Supreme Command
puts all of its field artillery including strategic rocket units and long-range artillery units into the No.
1 combat ready posture." The statement further delineated targets in South Korea and the United
States -- from its military installations in the Pacific to Hawaii and the mainland. Indeed, a North
Korean spokesperson was on the record saying, “The U.S. should not forget that the Anderson Air
Force Base on Guam, where B-52s take off, and naval bases in Japan proper and Okinawa, where
nuclear-powered submarines are launched, are within the striking range of [North Korea’s]
precision strike means." North Korea said that its motivation was driven by the priority "to
safeguard our sovereignty and the highest dignity [of leader Kim Jong Un] through military
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actions."

The United States responded with its own statement as follows: "North Korea's bellicose rhetoric
and threats follow a pattern designed to raise tensions and intimidate others. While the United
Nations Command, Combined Forces Command and U.S. Forces Korea continue to maintain the
armistice, North Korea continues its provocative behavior and rhetoric. The Republic of Korea-
U.S. alliance is strong and we remain committed to the defense of [South Korea]."

Then, on March 30, 2013, North Korea declared it was in a "state of war" with South Korea nd
that its the long-standing truce with the South had ended. A statement from Pyongyang read as
follows: "From this time on, the North-South relations will be entering the state of war and all
issues raised between the North and South will be handled accordingly. The long-standing situation
of the Korean peninsula being neither at peace nor at war is finally over." In response, the South
Korean defense ministry denounced the war threat and issued its own statement, which read as
follows: "Our military is maintaining full preparedness to leave no blind point in safeguarding the
lives and safety of the people." As well, South Korean President Park Geun-hye noted that her
country was taking the threats from North Korea "very seriously." She said, "If there is any
provocation against South Korea and its people, there should be a strong response in initial combat
without any political considerations."

For its part, the United States military command in South Korea dispatched a statement that read
as follows: "North Korea will achieve nothing by threats or provocations, which will only further
isolate North Korea and undermine international efforts to ensure peace and stability in Northeast
Asia."

Matching its words with concrete illustrations, the United States was also displaying its military
versatility by deploying B-2 and B-52 planes with nuclear capabilities over South Korea, while also
flying F-22 Raptor fighter jets from Japan to South Korea's Osan Air base. As well, as noted
below, the United States said it would deploy additional ballistic-missile interceptors along the
country's Pacific Coast, with an eye on protecting the United States from a potential attack from
North Korea. As well, the United States moved its sea-based X-Band radar platform, normally
based in Hawaii, closer to the North Korean coast, with the intent of monitoring potential attempts
from North Korea to launch a long-range missile. By April 2013, the United States additionally
decided to deploy an anti-missile system to Guam.

Tensions on the Korean Peninsular escalated on April 2, 2013 when the state-controlled Korean
Central News Agency (KCNA) of the North Korea announced that it would be re-opening its main
nuclear complex at Yongbyon and restarting its nuclear reactor there.

The Yongbyon complex was home to both a uranium enrichment facility and a nuclear reactor; it
was closed as a part of a 2007 agreement between North Korea and a multilateral cadre, including
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China and the United States. The agreement mandated the closure of the reactor at Yongbyon in
lieu of one million metric tons of heavy fuel oil as well as humanitarian aid benefits. The
agreement was only really in effect for a couple of years since North Korea resumed the
reprocessing of fuel rods stored at the site in 2009, complaining that it did not receive the desired
level of energy assistance.

This 2013 decision to open the Yongbyon complex and restart operations of the nuclear reactor
was illustrative of the intensification of dissonance on the Korean peninsular ongoing since late
2012. But it was also a disturbing development as it showed that the new leader of North Korea,
Kim Jong-un, was not interested in continuing to honor a deal approved by his late father, Kim
Jong-il. Clearly, the international community was now regarding the paranoid and alienated nation
state of nuclearized North Korea through the valence of anxiety.

Reflecting this sentiment, United Nations Secretary-General Ban Ki-moon said he was "deeply
dismayed" by North Korea's decision to re-open the main nuclear complex at Yongbyon and restart
the nuclear reactor. He further condemned the provocative actions declaring: "The current crisis
has already gone too far. Nuclear threats are not a game. Aggressive rhetoric and military posturing
only result in counter-actions, and fuel fear and instability."

Secretary General Ban urged all partied to engage in urgent talks as "the only way to resolve the
current crisis." However, with North Korea cutting off its military hot-line with South Korea,
canceling its armistice with that country, using the rhetoric of war, and re-opening its Yongbyon
facility, it seemed that authorities in Pyongyang were not in the mood for productive diplomatic
engagement.

Indeed, a day later on April 3, 2013, North Korea has ceased border crossing access for South
Koreans into the jointly-administered Kaesong industrial zone. Since Kaesong has been viewed as
a tacit symbol of the state of geopolitical relations and the last significant arena of cooperation
between the two Koreas, the cessation of cross-border access at the industrial zone was regarded
as a disturbing development.

By April 4, 2013, the state-controlled Korean Central News Agency (KCNA) said the military had
"ratified" an attack on United States interests. The KCNA statement further noted that North
Korean troops had been authorized to counteract American aggression with "powerful practical
military counteractions," including nuclear weapons, and involving "cutting-edge smaller, lighter,
and diversified nuclear strike means." The KCNA statement included the following warning: "The
moment of explosion is approaching fast. No one can say a war will break out in Korea or not and
whether it will break out today or tomorrow." The expressed nuclear threat was the most blatant
and belligerent exposition from the North Korean regime on global stability in recent memory.
Raising the threat to another level, Pyongyang also told foreign embassies that it could not
guarantee their safety in the event of conflict.
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In a speech to the National Defense University in Washington, United States Defense Scretary
Chuck Hagel noted that the recent actions of the North Koreans "present a real and clear danger."

Meanwhile, Russian foreign ministry spokesperson, Alexander Lukashevich, observed that North
Korea's actions may very well foreclose the notion of multilateral negotiations . He cast
Pyongyang's attempts to violate decisions of the United Nations Security Council" as

"categorically unacceptable," and issued the following warning: "This radically complicates, if it
doesn't in practice shut off, the prospects for resuming six-party talks."

On April 5, 2013, Western officials were confirming reports that North Korea had moved a
medium-range missile, known as a Musudan or Nodong B, to its east coast. It was unknown if the
move was to be interpreted as a threatening gesture , with a warhead mounted on the missile, or
part of the preparations for test firing. There was growing suspicion that North Korea might, in
fact, be preparing to carry out yet another missile test. It should be noted that while this
Musidan/Nodong B missile has a range of 3,000 kilometers (1,875 miles), which would put all of
South Korea, Japan, and possibly Guam in its range, there was no test history to ensure precision.
As noted by Greg Thielmann, a senior fellow at the Arms Control Association, "A missile that has
never even had a flight test is not an operational system and is not a credible threat." Of course, a
missile launch might be in the offing for the purpose of acquiring that test history.

By April 10, 2013, South Korean sources said that North Korea appeared to be preparing to launch
the Musudan mid-range ballistic missile that had been moved to the east coast, and warned that
North Korea might even be preparing the fire the Musudan simultaneously with shorter range
Nodong and Scud missiles. The missiles launch could conceivably coincide with the celebration of
the birthday of Kim Il-sung, the country’s founder.

Meanwhile, the rhetoric from North Korea continued to be bellicose with North Korean state
media asserting that the scenario on the Korean Peninsula situation was "inching close to a
thermonuclear war," and authorities in Pyongyang warning foreign nationals in South Korea to
evacuate from that country. The Obama administration in the United States, via White House
spokesperson, Jay Carney, characterized North Korea's statements as "unhelpful." Carney
continued, "This kind of rhetoric will only further isolate North Korea from the international
community and we continue to urge the North Korean leadership to heed President Obama's call to
choose the path of peace and to come into compliance with its international obligations."

It should be noted that the foreign ministers of the so-called G-8 countries -- the United States, the
United Kingdom, France, Germany, Italy, Canada, Japan, and Russia -- have condemned North
Korea's recent actions, and warned of consequences in North Korea conducts either a missile
launch or a nuclear test. On April 12, 2013, United States Secretary of State John Kerry traveled
to South Korea and accentuated this multilateral warning, saying "If Kim Jong-Un decides to
launch a missile, whether it is across the Sea of Japan or some other direction, he will be choosing
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willfully to ignore the entire international community."

A day later, Secretary of State Kerry met with Chinese leaders to find ways to end the geopolitical
crisis brewing on the Korean peninsular. Following that meeting, Secretary Kerry said that the
United States and China were both calling for North Korea to refrain from further provocative
actions. It was clear that the international community was united in its stance against North Korea's
recent acts of dangerous provocation.

Secretary of State John Kerry ended his Asian trip with a call for negotiations to end the
dissonance and emphasizing the imperative of finding a diplomatic solution. He said, "The United
States remains open to authentic and credible negotiations on denuclearization, but the burden is on
Pyongyang. North Korea must take meaningful steps to show that it will honor commitments it has
already made, and it has to observe laws and the norms of international behavior."

Meanwhile, with an eye on decreasing the tensions between the two Koreas, South Korean
President Park Geun-hye called for peaceful dialogue. But North Korea was quick to reject the
overture, characterizing the offer of talks as a "cunning ploy." If that response was any indication,
North Korea remained defiant in the face of international pressure.

April 15,2013 -- the anniversary of North Korea's founder's birth -- passed fairly quietly, without
a continuation of the bellicose war threats and even free of a huge military parade showcasing
North Korean military might. The hopes that North Korea might be digesting the call for talks, and
that the heated geopolitical climate had cooled for the moment, dissipated as Pyongyang issued
new threats of war. A statement via state-controlled media was issued as follows: "Our retaliatory
action will start without any notice from now."

It should be noted that South Korea responded to the recent actions of North Korea by deploying
two warships with the Aegis missile defense systems on the east and west coasts. As well, Japan
deployed missile defense systems around Tokyo to defend against any missile threat by North
Korea.

On April 18, 2013, North Korea's National Defense Commission issued a statement via the official
Korean Central News Agency, demanding that the United States and South Korea withdraw "all
nuclear war making capabilities from the region," with an eye on future dialogue. North Korea also
called for Washington and Seoul to apologize for its aggression.

In response, a spokesperson for the White House, Josh Earnest, said that the Obama
administration was committed to denuclearization of the Korean peninsular and was open to
"authentic and credible negotiations." Earnest noted that the actions and rhetoric from North
Korea "actually indicate the opposite." He added, "We also need to see some clear evidence that
the North Koreans themselves are willing to live up to their international obligations, are willing to
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demonstrate their commitment to ending the nuclear program, something they've promised in the
past."

By April 21, 2013, North Korea was reported to have moved two short-range missile launchers to
the east coast. According to a South Korean military source in a report by the South Korean
Yonhap news agency, satellite imagery showed the transfer of two mobile missile launchers suitable
for short-range Scud missiles to the South Hamgyeong province. Earlier in the month, as noted
above, two mid-range Musudan missiles were place on launchers on the east coast. Collectively,
these actions indicated that a missile launch might be in the offing -- possibly to mark the
anniversary of the founding of the North Korean military on April 25. However, that date passed
without any events of note.

In the last week of April 2013, South Korea called on North Korea to engage in dialogue over the
Kaesong industrial complex, which had become a flashpoint in the ongoing crisis between the two
Koreas. Regarded as a symbol of cooperation between North Korea and South Korea, the decision
by the North to block access to the jointly-run industrial complex was interpreted as a clear sign of
deteriorating relations, devolving diplomacy, and the slide towards confrontation. That slide
became more precipitous when North Korea outright rejected the invitation to engage in talks.
South Korea, therefore, responded by withdrawing its nationals from the Kaesong industrial zone
in the interests of safety.

On May 6, 2013, CBS News reported that the two Musudan medium-range missiles, which had
been moved to the east coast of North Korea weeks prior, were now removed from the launch
site. Those missiles, as discussed above, had sufficient range to reach Japan as well as the United
States territory of Guam in the Pacific.

The movement of the missiles was being interpreted in some circles as a cooling of the heated
tensions on the Korean Peninsular. Of course, with the start of the spring farming season, it was
also possible that many members of the army were -- as they do each year -- necessarily turning
their attention to the planting effort.

Regardless of the rationale, the removal of the Musudan missiles from the launch site conceivably
indicated that the threat posed by North Korea was reduced at this time, if only on a temporary
basis. Indeed, since the Musudan is a mobile missile, it could well be transported back to the
launch site in short order. As noted by a senior United States official from the National Security
Council in an interview with BBC News, it was "premature to celebrate it as good news," given
North Korea's record of unpredictable behavior to date. Striking a similar tone, George Little, a
Pentagon spokesperson, characterized North Korea's most recent stance as "a provocation pause."

May 2013 saw North Korea carry out a series of short-range missile tests from its east coast. As
global leaders attempted to bring down the level of tensions on the Korean Peninsular, and even
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after North Korea pulled back its two medium range missiles from its launch pad, the firing of four
-- albeit short range -- missiles was being regarded as a provocation. It was not known if North
Korea was trying to re-ignite geo-political tensions or if the tests were routine exercises intended to
simply show military might. Regardless, United Nations Secretary General Ban Ki-moon urged
North Korea to refrain from carrying out any further missile tests and "resume dialogue."

On June 6, 2013, North Korea proposed convening talks with South Korea over the jointly-
administered Kaesong industrial zone, which had been shut down months earlier amidst heightened
tensions. The proposal also included a provision to restart tours at the Mount Kumgang resort,
which was suspended when a South Korea tourist was shot by a North Korean guard in 2008.

In regards to the more recent closure of the industrial complex, more than 50,000 North Korean
workers at Kaesong were withdrawn and South Koreans and supplies were banned entry as part of
North Korea's illustration that it was in a "state of war" with South Korea. As intimated above in
the "Background" note, the Kaesong complex has often been viewed as a symbol of cross-border
cooperation between the two Koreas and its closure augured negatively as regards the overall geo-
political security on the Korean Peninsular. But with North Korea's Committee for the Peaceful
Reunification of Korea offering the overture of dialogue on Kaeosong and Mount Kumgang, it
was believed that an effort was being made to de-escalate tensions and move to a more
constructive footing.

North Korea's Committee for the Peaceful Reunification of Korea issued the following statement
outlining its proposal of dialogue: "We propose holding talks between authorities of the North and
South for the normalization of operations at Kaesong and the resumption of tours to Mount
Kumgang on the occasion of the anniversary of the June 15 joint declaration." South Korea's
Ministry of Unification, which administers inter-Korean affairs, said the government in Seoul was
"considering the proposal in a positive light." Earlier, South Korea made it clear that given the
precipitous and dangerous decline in bilateral relations during the first part of 2013, it would not
only consider government level engagement with North Korea.

One day later on June 7, 2013, South Korea accepted North Korea's offer of bilateral talks but
insisted that rather than have them take place in the North Korean border town of Kaesong, that
the dialogue site be in the truce village of Panmunjom in the demilitarized zone between the
countries. South Korea also noted that it was interested in taking up a range of issues, including
the Kaesong Industrial Complex, the tourist center at Mount Kumgang, and the notion of family
reunions. The North reacted to South Korea's stance in a rare show of cordiality asserting the
following via a statement: "We appreciate the fact that the South side promptly and positively
responded to the proposal made by us for holding talks between the authorities of both sides."

It should be noted that the North Korean government in Pyongyang also said that if Seoul accepted
its proposal, it would also re-establish the emergency hotline channels, which were severed earlier
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in the year, as noted above.

But optimism about diplomatic progress between the two Koreas plummeted on June 11, 2013,
when despite the fact that preliminary talks on technical and administrative details were reported to
have gone smoothly. By June 13, 2013, more details emerged related to the cancellation of the
negotiations. The cause was attributed to the composition of the respective delegations at the
negotiating table in the first ministerial level talks since 2007.

Originally, South Korean Unification Minister Ryoo Kihl-jae was slated to lead South Korea's
delegation. When South Korea requested that North Korea send Kim Yang-gon, an adviser to
North Korean leader Kim Jong-un, to the talks, North Korea declined. Seoul then decided to
dispatch Vice-Unification Minister Kim Nam-shik to lead its delegation instead. North Korea took
offense to the apparent "downgraded" level of South Korean officials present at the talks and
decided to withdraw completely. North Korea placed the blame on South Korea for "arrogant
obstruction" and "deliberate disturbance" resulting in the aborted negotiations. North Korea further
characterized South Korea's decision to change the composition of its delegation in this manner as
"the height of discourtesy and disrespect unprecedented in the history of the North-South
dialogue".

For its part, South Korea said it was disappointed with North Korea's response. South Korea also
made it clear that it would not be offering to participate in negotiations with North Korea at any
point in the near future. As noted by South Korean Prime Minister Chung Hong-won: "In the past,
we have made infinite concessions to the North, but the time has come to hold talks where both
sides are represented by officials of the same level."

At the start of July 2013, relations between the two Koreas seemed to be moving in a more
productive direction when North Korea agreed to hold talks on the Kaesong industrial complex,
only hours after South Korea suggested the meeting. It was hoped that this overture would end
more positively than the situation in June 2013 when the proposed Kaesong discussions were
halted over procedural disagreements, as discussed just above. However, as of mid-July 2013,
there was no immediate agreement reached on resuming operations at their joint Kaesong industrial
complex.

With relations between the two Koreas at a stalemate of sorts in mid-June 2013 (subsequently
improved in early July 2013, as discussed above), it came as something of a surprise when North
Korea proposed direct talks with the United States. North Korea's National Defense Commission,
headed by North Korea's leader, Kim Jong-un, said it hoped for "serious discussions... to secure
peace and stability." The United States responded to this overture by saying it looked towards
"credible negotiations," made clear that North Korea had to be compliant with United Nations
resolutions and travel down the path of denuclearization. At the start of July 2013, North Korea
renewed its push for engagement with the United States when Choi Myung-nam, an international
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affairs director at the North Korean Foreign Ministry, said Washington should take Pyongyang's
diplomatic offers seriously. It should be noted that while representatives of the United States and
North Korea have held meetings sporadically, the two sides have not engaged in high-level talks
since 2009.

Meanwhile, in the third week of June 2013, North Korea was apparently building on its sudden
appetite for diplomatic engagement as it expressed an interest in restarting international nuclear
negotiations. According to China's foreign ministry, North Korean officials were now indicating
that they wanted to "peacefully resolve the nuclear issue." It should be noted that multilateral talks
between North Korea, South Korea, China, Japan, Russia, and the United States over North
Korea's controversial nuclear program collapsed in 2008. North Korea's renewed interest in
diplomatic engagement at the multilateral level came as a result of high-level strategic talks with
Chinese officials in Beijing. It was to be seen if an actual return to the multilateral negotiating table
was in the offing.

In mid-August 2013, the two Koreas were able to successfully reach an agreement to re-open the
jointly-administered Kaesong industrial complex. The accord between the two countries included a
provision ensuring that Pyongyang would never again shut the industrial complex -- often viewed
as a symbol of cross-border cooperation -- "under any circumstances." Another key provision of
the accord was the move to "internationalize" the Kaesong industrial complex by hosting foreign
visitors at the factory park. This element would effectively make it harder for North Korea to take
any unilateral action involving the facility. Left unspecified at the time was a precise date for the
reopening of the facility and the resumption of regular operations.

By September 2013 the two Koreas agreed on a "trial" start date of Sept. 16, 2013. It should be
noted that agreement was also forged in regard to exempting South Korean firms from taxes for the
rest of 2013 to offset losses incurred during the period of months when the complex was closed.

Agreement was also made to facilitate easier access to the complex for South Koreans carrying out
commercial responsibilities, and for the purpose of attracting foreign investors to the Kaesong
Industrial Complex.

In late November 2013, China tested the patience of the international community by declaring a
new defense zone in the East China Sea. To that end, China announced it was deploying
warplanes in the new air defense identification zone (ADIZ) for surveillance purposes. However,
Chinese Foreign Ministry spokesperson Qin Gang noted that if disputes occurred in the region, his
country hoped to resolve them through "peaceful means via friendly negotiation."

China's self-declaration of dominion over the territory and its warning that all airplanes passing
through the area were to file flight plans and identify themselves or be prepared to deal with
"defensive emergency measures" likely raised the ire of neighbors. Indeed, the new air defense
identification zone (ADIZ) included contested territory claimed not only by China, but also Taiwan,
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Japan, and South Korea. Of particular note were uninhabited but disputed islands in the area
known as Senkaku in Japan and Diaoyu by the Chinese. Their significance has, in the past,
focused on fishing rights and shipping lanes; however, there was also the possibility of fossil fuel
reserves in the area.

The United States Department of State characterized China's newly declared defense zone as "an
attempt to unilaterally change the status quo in the East China Sea" and accordingly warned that it
would "raise regional tensions and increase the risk of miscalculation, confrontation and
accidents." In defiance of China's decision to declare the new ADIZ, the United States and Japan
respectively ordered fighters jets to be flown through this area of the East China Sea. China was
thus prompted to scramble warplanes to monitor those American and Japanese fighter jets
crossing through the ADIZ.

For both Japan and the United States, the message was clear: they did not officially recognize

China's newly declared defense zone in East China Sea. That being said, the United States was
quick to note that its decision to fly fighter jets through the ADIZ was not intended to be a
provocative act. An official for the United States military told CNN News that its aircrafts and a
number of other Japanese military aircraft flew through the ADIZ without incident and as part of
scheduled routine operations. The military official was quoted as saying, "This is status quo. We
are not changing what we are doing. We are not trying to make a point with China. We fly U.S.
aircraft daily in international airspace in the region. This is normal."

South Korea also reportedly dispatched a military aircraft on a routine patrol flight into the ADIZ
and did not alert China of its flight plan. An official from the South Korean Defense Ministry said
the flight was routine and carried out twice a week; the South Korean official said the patrols
would continue irrespective of China's newly declared defense zone in East China Sea.

Still, several commercial airlines, such as Qantas Airlines and Singapore Airlines, were not prepared
to take any chances of their own and made it clear that they intended to act in accordance with
China's new regulations. As well, the United States advised American commercial carriers to
comply with China's new requirements for filing flight plans when they traverse the newly
declared ADIZ over the East China Sea for obvious security reasons. It was to be seen if the
matter would spark a dispute, especially since at least two Japanese airlines announced they would
not be complying with the new Chinese-dictated regulations.

Complicating matters was an announcement from South Korea on Dec. 8§, 2013 that it was
expanding its own air defense zone, which that area partially overlapping with China's zone. At
1ssue was the leodo rock claimed by both countries and controlled by South Korea. As noted here,
South Korea was already challenging China's ADIZ by flying its military aircraft through that zone.
The moves were expected to raise already-heightened tensions in eastern Asia.
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Meanwhile, in the first week of December 2013, while United States Vice President Joseph Biden
was on a trip to Asia, the matter of China's self-declare air defense zone was a matter of
discussion. In a joint appearance with Japanese Prime Minister Shinzo Abe in Tokyo, Vice
President Biden said, "We, the United States, are deeply concerned by the attempt to unilaterally
change the status quo in the East China Sea. This action has raised regional tensions and increased
the risk of accidents and miscalculation." Biden said the United States was monitoring the situation
with Japan and South Korea and noted that "we will remain steadfast in our alliance
commitments." He continued, "The United States has an interest in the lowering of tensions in this
vital region. This underscores the need for crisis management mechanisms and effective channels
of communication between China and Japan to reduce the risk of escalation."

Vice President Biden then engaged in "very direct" talks regarding the ADIZ with Chinese
officials. While China asserted its view that its self-declare air defense zone was consistent with
"international law and practice," Vice President Biden pointed out that the move had caused
"apprehension" in Asia and he noted that China had "increasing responsibility to contribute
positively to peace and security." But Chinese Foreign Ministry spokesman Hong Lei said: "During
the talks the Chinese side repeated its principled position, stressing that the Chinese move accorded
with international law and practice." Thus, it was clear -- at least in the public purview -- that
neither the United States nor China were prepared to step back from the expressly-stated stances.

On Feb. 27, 2014, North Korea fired four short-range missiles over the sea off its eastern coast --
essentially to the north of the border with South Korea. The South Korea Yonhap News Agency
speculated that the missiles were Scud short-range missiles with a capacity of traversing 125 miles
and thus capable of reaching targets in South Korea but not as far as Japan.

On March 2, 2014, North Korea fired another two short-range missiles into the sea off the eastern
coast of the Korean peninsula. The South Korea Yonhap news Agency reported that the missiles
likely flew about 300 miles and were believed to be Scud-C models -- this time capable of
reaching targets in both South Korea and Japan.

In the third week of March 2014, North Korea fired a series of 30 short-range rockets into the sea
off the eastern end of the Korean peninsula. The rockets were thought to be Soviet-era FROG
rockets that have been in North Korea's possession since the 1960s, and seemingly flew for more
than 35 miles before landing in the sea. This launch of the 30 FROG missiles came after other
such missile tests in the weeks prior, as discussed above.

In the last week of March 2014, North Korea test fired two medium range Nodong missiles, which
landed in the ocean between North Korea and Japan. The action essentially triggered a
condemnation from the United Nations Security Council, which noted that the missile launches
were a violation of prevailing United Nations resolutions, such as Security Council Resolutions
1718 and 1874 that prohibit North Korea from carrying out ballistic or nuclear activity. The
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United Nations Security Council also warned of an "appropriate response" to come. Undeterred,
North Korea lashed back at the United Nations Security Council, characterizing its condemnation
as “absolutely intolerable” and justifying its own action as being a “self-defensive” move.

There were suggestions that North Korea was reacting to the annual joint military exercises by
United States and South Korean forces, which Pyongyang typically characterizes as acts of war
and aggression. Fueling the fire for North Korea was the flight of a United States nuclear-capable
B-52 bomber over South Korea. South Korean authorities have put forth the theory that North
Korea's missile launched constituted an "armed protest" against the joint South Korean-United
States military drills that were taking place.

Perhaps exasperated by North Korea's provocative acts and saber rattling, which were manifest
most recently by the missile launches, China had already entered the equation. Even before the
launch of the medium range missiles in the last week of March 2014, China hard earlier declared
a "red line," saying that it would not allow war or chaos on the Korean peninsula, and asserting
that peace was possible only via denuclearization. Chinese Foreign Minister Wang Y1 was on the
record saying, "The Korean peninsula is right on China's doorstep. We have a red line, that is, we
will not allow war or instability on the Korean peninsula." Wang demanded that all parties

"exercise restraint" and noted that "genuine and lasting peace" on the Korean peninsula was only
possible with denuclearization. He said, "Confrontation can only bring tension, and war can only
cause disaster." The Chinese foreign minister also endorsed the resumption of multilateral nuclear
talks, saying, "Some dialogue is better than none, and better early than later."

This stance by China -- North Korea's most important diplomatic and economic supporter --
suggested that Beijing was no longer willing to accept Pyongyang's theatrics on its doorstep.
Pressure on North Korea had already begun to intensify a month earlier in February 2014 when
the United Nations High Commissioner for Human Rights, Navi Pillay, urged global powers to
refer North Korea to the prosecutor of the International Criminal Court following a report that
documented horrific crimes against humanity in that country. While China was unlikely to join the
human rights chorus against North Korea, it certainly seemed prepared to use its influence to
compel North Korea to return to the nuclear negotiating table. Adding to the suggestion that
dialogue might be at hand, Japan and North Korea were scheduled to engage in their first high level
talks in years.

However, the nuclear negotiating table appeared to be a distant notion as March 2014 came to a
close, and as North Korea threatened to go forward with a nuclear test. As reported by the North
Korean Central News Agency, North Korea said it would not foreclose the possibility of testing a
"new form" nuclear weapon in defiance of international condemnation and in contravention of
prevailing international law. While Pyongyang did not specify the type of nuclear weaponry it
intended to test, the conventional wisdom has long been held that North Korea was attempting to
develop small and sophisticated nuclear devices that could be delivered by intercontinental ballistic
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missiles.

South Korea warned that if its neighbor to the north went forward with a nuclear test, there would
be consequences in the offing. As noted by South Korea Foreign Ministry spokesman Cho Tae-
young, “North Korea should bear in mind that if it ignores the stern demand from the neighboring
countries and the international community and carries out a nuclear test, it will have to pay a price
for it.”

On March 31, 2014, tensions on the Korean peninsula exponentially increased as North Korea and
South Korea exchanged fire across its western maritime border.

According to South Korean authorities, this exchange of fire was presaged by North Korea's
announcement that it would hold "live fire" military drills along its border zone with South Korea.
South Korea warned that there would be immediate retaliation if any ordinance touched its
jurisdiction. North Korea then fired more than 500 artillery rounds, some 100 of which landed in
South Korean territorial waters. As promised, the South Koreans responded by firing more than
300 rounds into North Korean waters and scrambling F-15s on its side of the maritime border.

Known as the Northern Limit Line, the maritime border has been a well known flashpoint region
between the two Koreas, and its very existence is a matter of dispute from the point of view of the
North Koreans. The boundary was established after the end of the Korean War in the 1950s by the
United Nations, but the line of demarcation has been accepted by North Korea. It should be
noted that North Korean artillery fire killed four South Koreans on the Yeonpyeong border island
in the same disputed area in 2010. In another egregious incident in 2010, North Korea torpedoed a
South Korean warship in the disputed border region, sinking the vessel and killing 46 people. Now,
in 2014, it was again the locus of dissonance between the two Koreas as a result of the North's
decision to hold military drills in this hotspot region.

It was to be seen if these were actions by North Korea were aimed at improving Pyongyang's
negotiating position for the future as it attempted to stave off further sanctions that were likely to
come, or, if they were intended to be blatant and irrational acts of provocation. South Korean
Defence Ministry spokesperson, Kim Min-seok, intimated that Pyongyang's actions were being
motivated by both factors as he said, "We believe the North's maritime firing is a planned
provocation and an attempt to test our military's determination to defend the Northern Limit Line
and to get an upper hand in South-North relations."

In late April 2014, South Korean Prime Minister Chung Hong-won offered his resignation as
criticism erupted regarding the government's handling of the sinking of a passenger ferry off the

coast on April 16, 2014.

Approximately 200 people were killed, and scores more were missing, as a result of the Sewol
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ferry disaster. In a twist of fate, the 15-member crew survived the tragedy -- with the captain
being one of the first persons able to find secure ground. Not surprisingly, families of the victims
were outraged, and all members of the crew were soon facing criminal negligence charges. But
with news emerging about lax regulatory enforcement by the government, in concert with growing
criticism over the government's falure to respond quickly and efficiently to the tragedy, the focus
of the blame was expanding past the crew to the governmental authorities. Accordingly, Prime
Minister Chung Hong-won issued an apology and said he would step down from office.

In a statement that was broadcast nationally, the prime minister said, "On behalf of the
government, I apologize for many problems from the prevention of the accident to the early
handling of the disaster. The right thing for me to do is to take responsibility and resign as a person
who is in charge of the cabinet." He continued, "There have been so many varieties of irregularities
that have continued in every corner of our society and practices that have gone wrong. I hope
these deep-rooted evils get corrected this time and this kind of accident never happens again."

President Park Geun-hye accepted Mr Chung's resignation. The president had already expressed
outrage of the hundreds of deaths in vociferous language. Lee Wan-koo eventually became the
new prime minister and head of government after a period in which the post remained vacant.

Meanwhile, in mid-August 2014, North Korea fired three short range rockets from the port city of
Wonsan; the rockets landed in the sea off the east coast of the Korean peninsula. The incident
coincided with Pope Francis' arrival in South Korea for a five day visit and ahead of scheduled
joint military exercises between South Korea and the United States. North Korea objects to those
drills, charging that they are intended to prepare for war. As such, North Korea has typically taken
some sort of provocative action to protest the joint military activity. In this case, North Korea
reacted with the firing of the rockets as well as the issuance of a statement that read as follows:
"Given that the U.S. and the puppet forces of South Korea continue staging nuclear war exercises
against us in particular, we will take countermeasures for self-defense which will include missile
launches, nuclear tests, and all other programs." It was to be seen if North Korea would indeed
follow up the rocket launches with nuclear tests, as indicated.

Across the border, Pope Francis arrived in South Korea where he was due to stay for a five day
visit. It was to be Pope Francis' first visit to Asia since he became pontiff. In South Korea, where
Roman Catholics make up about 10 percent of the population, Pope Francis was greeted by
enthusiastic crowds. During his landmark visit, Pope Francis celebrated mass, lauded the Korean
Catholics -- many of whom died for their religion in previous centuries, and beatified 124 South
Korean Catholic martyrs with hundreds of thousands of South Koreans in attendance. Pope
Francis' popularity among South Koreans was partially due his decision to travel around Seoul in a
small and unpretentious hatch-back car -- a sharp contrast from the type of status-symbol laden
vehicle that one would expect for almost any other world leader.
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In February 2015, with joint military exercises looming between the United States and South
Korea, North Korea launched anti-ship missiles from hoverships. North Korea's news agency
published images showing the hoverships launching a so-called "cutting-edge anti-ship rocket” that
would be used to secure the contested marine border with South Korea.

Some observers expressed alarm over what they thought to be signs of intensifying technical
abilities by North Korea and thus raising the threat level to neighboring countries. They also
suggested that the anti-missile technology may have come from either Russia or China, thus raising
questions about those countries' culpability in facilitating North Korea's menacing behavior. Still
others dismissed the event as simply an act of aggression ahead of the aforementioned joint
military exercises looming between the United States and South Korea. But a third contingent of
observers have suggested that the so-called advances in North Korean military capabilities were
actually overblown. Peter Singer, a strategist at the New America Foundation, said “North Korea
has a long track record of exaggerating and outright faking its military accomplishments... This is
not going to disrupt the balance of power in the region.” Indeed, the use of hovercraft vessels can
hardly be regarded as a cutting edge or breakthrough technology. It has been in use for some time
across the world.

That being said, North Korea's use of new missiles from hoverships would still pose a threat to the
region. Should they be deployed in the area of contested marine waters, the South Korean military
would be compelled to respond. As such, the chances of a situation escalating militarily remained
high, making it clear that North Korea remained a regional menace.

In March 2015, United States Ambassador Mark Lippert was brutally attacked by a pro-North
Korean activist in the South Korean capital of Seoul.

Ambassador Lippert, who was serving as the United States envoy to South Korea, was attending a
breakfast aimed at a discussion of the reunification of the two Koreas. During the breakfast, the
assailant pushed Lippert onto a table and slashed his face with a knife, seriously injuring him. The
ambassador was then rushed to the hospital and endured 80 stitches and several hours of surgery
to close his facial wound. South Korean doctors later said that Lippert narrowly survived the

injury.

The assailant was soon identified as as pro-North Korean activist, Kim Ki-jong, who was known
to authorities due to a previous attempt to attack Japanese Ambassador Toshinori Shigeie, for
which he received only a suspended sentence. As well, there was a long record of Kim Ki-jong's
participation in anti-American protests. In South Korea, activists with pro-Pyongyang sensibilities
are few in number; however, they hold passionate beliefs about the contribution of foreign powers
to the divisions between the Koreas.

South Korean President Park Guen-hye condemned what she cast as an "attack on the South
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Korea-U.S. alliance." However, the incident did not reflect well on her, the South Korean
government, or South Korean security authorities. Indeed, there were vital questions arising about
(1) the level of security at the high-level breakfast, and (2) the fact that the assailant -- with his
known history -- was not only free, but permitted to attend a diplomatic breakfast attended by high
ranking officials.

Meanwhile, North Korea entered the fray, lauding the act of violence and characterizing it as "just
punishment for U.S. warmongers." On behalf of the United States, Secretary of State John Kerry
asserted that his country would not be "intimidated or deterred by threats or by anybody who
harms any American diplomats." For his part, Ambassador Lippert exhibited great resilience,
writing after surgery via the social media outlet, Twitter, "Doing well and in great spirits... Will be
back ASAP to advance US-ROK [Republic of Korea] alliance!"

In June 2015, the parliament of South Korea approved Hwang Kyo-ahn to be the country's new
prime minister following a corruption scandal that resulted in the resignation of Lee Wan-koo as
the head of government. South Korean President Park Geun-hye indicated that the new prime
minister -- a career prosecutor and former Justice Minister -- was the right selection and had the
right credentials to tackle the problem of corruption in South Korea.

Going back to April 2015, South Korean Prime Minister Lee Wan-koo -- the head of government
since 2014 -- resigned from office when his name appeared in the suicide note of a businessman.
At the heart of the brewing scandal were claims that the outgoing prime minister received illegal
funds from Sung Wang-jong, who was himself facing charges of fraud and bribery, but who
ultimately committed suicide. As noted here, the prime minister's name was referenced in relation
to the payment of funds in Sung's suicide note.

In his exit address, outgoing Prime Minister Lee Wan-koo declined to offer details surrounding his
resignation and the allegations against him, limiting his statement to the following words: "There is
a lot I want to say but [ will leave behind a void with the belief that the truth will one day surely be
told."

For her part, South Korean President Park Geun-hye accepted Lee Wan-koo's resignation. The
president, who was already suffering from dismal job approval ratings, quite likely made the
political calculation that the controversy would invitably weaken her politically. President Park
Geun-hye may have been attempting to stem the proverbial tide of disapproval a year ahead of
general elections in 2016 when her Saenuri Party would have to try to hold control over the
parliament. Her immediate task would be to name a new nominee for prime minister.

To that end, three successive nominations were introduced and abandoned in the space of a
month, with continued questions emerging about personal improprieties. Then, in May 2015,
President Park's office named Justice Minister Hwang Kyo-ahn to be the new prime minister.
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President Park indicated that the latest nominee was the right selection and possessed the right
credentials to tackle the blight of corruption in South Korea. The public affairs secretary for the
president released a statement in which Hwang Kyo-ahn was described as "the right person to
uproot corruption across society and accomplish political reform so we can create a new country."
Finally, in June 2015, the parliament of South Korea approved Hwang Kyo-ahn to be the
country's new prime minister.

On Aug. 20, 2015, North Korea shelled across the border, prompting South Korea to retaliate with
several rounds of artillery fire. Reports indicated that North Korea carried out the initial burst of
shelling in retaliation for anti-Pyongyang rhetoric that has been broadcast on loudspeakers from
South Korea. The broadcasts have generally be regarded as a type of psychological warfare
against Pyongyang and intended to counteract the North's nationalist propaganda.

South Korea responded to North Korea's shelling, as noted here, by firing rounds of artillery.
North Korea did not immediately return fire, opting instead to warn South Korea to cease its
broadcasts, which it viewed as a declaration of war, along the border area within 48 hours. North
Korea warned that if South Korea did not heed its warning, it would take military action.
However, South Korean authorities said that the broadcasts would not be stopped, thus prompting
the exchange of multiple rounds of fire -- none of which ended at this time with any casualties.

The exchange of fire came after two South Korean soldiers died in a landmine blamed on North
Korea earlier in August 2015, and before annual joint military exercises between the United States
and South Korea that North Korea regularly condemns as an act of aggression. As a result of these
incidents and the impending joint military exercises, tensions were now markedly intensified
between the two Koreas. Given this unstable landscape, South Korea moved to evacuate
residents from Yeoncheon in the western sea border. South Korea's National Security Council
was also set to convene an emergency session.

Then, on Aug. 21, 2015, in a disturbing escalation of tensions, the North Korean leader, Kim
Jong-un, placed his country on "war footing." North Korean state media reported that after an
emergency meeting of the central military commission, King Jong-un had ordered that North
Korean troops be "fully ready for any military operations at any time." While North Korea has
often indulged in fiery militaristic rhetoric, this instance was regarded as more alarming since an
exchange of fire had just taken place.

On Aug. 23, 2015, South Korean President Park Geun-hye released a statement in which she said
that the anti-Pyongyang broadcasts would continue unless North Korea apologized for the
landmine incident that killed two South Korean soldiers. She said, "We need a clear apology and
measures to prevent a recurrence of these provocations and tense situations. Otherwise, this
government will take appropriate steps and continue loudspeaker broadcasts." The program of
cross-border broadcasts actually ended in 2004 but resumed in recent times as a result of North
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Korean aggression. It was to be seen how North Korea would respond to the South Korean
leader's demand, and if high level bilateral talks between the two sides -- presumably with an eye
on decreasing tensions -- would yield productive results.

A day later on Aug. 24, 2015, following marathon negotiations between the two Koreas in the in
the so-called "truce village" of Panmunjom inside the demilitarized zone (DMZ), the two Koreas
released a statement indicating they had reached an agreement to de-escalate tensions. According
to the statement, North Korea expressed "regret" over the deaths of two South Korean soldiers in
the aforementioned landmine incident, stopping just short of taking responsibility for the loss of
life. North Korea also agreed to end its war footing, which had actually commenced in earnest.
For its part, South Korea agreed to end its cross-border loudspeaker broadcasts. Also of note was
the fact that North Korea and South Korea agreed to future discussions on a range of issues, with
an eye on diffusing tensions and improving bilateral ties.

The agreement could only be regarded as a positive development on the Korean peninsula,
especially given the volatile personality of nuclear-armed North Korea's leader, Kim Jong-un. But
Pyongyang officially applauded the agreement, with the state news agency noting that it had moved
the inter-Korean relations from a catastrophic path on to "the track of reconciliation and trust."
North Korea's leader, Kim Jong Un, also lauded the accord between the two Koreas, calling it "a
landmark occasion."

On the other side of the border, South Korean President Park Geun-hye enjoyed a political boost
from her handling of the North Korean crisis, according to survey data that showed a spike in her
job approval rating.

Of significance was the fact that the 1950-1953 war between the two Koreas ended with an
armistice and not a peace treaty . As such, any escalation of tensions or movement to military
action is generally regarded with gravity and alarm by countries of the region of eastern Asia.

Relations on the Korean peninsula deteriorated in the period in early 2016 when North Korea
carried out a hydrogen bomb test and launched a satellite into space, the latter of which was
generally regarded as a ruse for a ballistic missile test. The two actions were regarded as virulent
acts of provocation, committed in flagrant contravention of international law, and thus constituted
a threat to regional -- if not global -- security, .

Tensions on the Korean peninsula deteriorated further in February 2016 when South Korea
decided to suspend operations at the Kaesong industrial zone, which has been jointly administered
by the two Koreas and viewed as a venue for cooperation. South Korea made the move in
response to North Korea's provocative and belligerent actions, as noted just above. But North
Korea itself reacted by evicting all South Koreans from the Kaesong industrial zone and accusing
South Korea of effectively "declaring war." The Democratic People's Republic of Korea's
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(DPRK) Committee for the Peaceful Reunification of Korea released a statement that read as
follows: "Unpardonable is the puppet group's act of totally suspending the operation in (Kaesong),
finding fault with the DPRK's H-bomb test and launch of a satellite."

In late February 2016, in response to North Korea's provocative nuclear activities in contravention
of international law, the United States and China arrived at an agreement intended to expand
United Nations Security Council sanctions against that country. In the aftermath of North Korea's
hydrogen bomb test in January 2016, Washington D. C. and Beijing have been ensconced in
rigorous negotiations aimed at drafting a draft resolution.

The two sides were not in complete agreement about what types of initiatives should be
undertaken, with Beijing favoring dialogue and advocating non-proliferation, and with Washington
D.C. pushing for more stringent punitive measures, including curbs on Pyongyang's ability to
access the global financial system. Other provisions being explored included mandatory inspections
on cargo passing from or to North Korea, a ban on all supplies of aviation and rocket fuel to North
Korea, and a ban on the transfer to North Korea of any item that could be used for military
purposes.

Despite the distance on some of these items, Washington D. C. and Beijing were finally able to

find concurrence and craft the draft resolution, which they hoped would be introduced and voted
on in the full 15-member United Nations Security Council at the start of March 2016.

-- March 2016

Written by Dr. Denise Youngblood Coleman, Editor in Chief, www.countrywatch.com; research
resources listed in Bibliography.

Political Risk Index

Political Risk Index

The Political Risk Index is a proprietary index measuring the level of risk posed to governments,
corporations, and investors, based on a myriad of political and economic factors. The Political Risk
Index is calculated using an established methodology by CountryWatch's Editor-in-Chief and is
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based on varied criteria* including the following consideration: political stability, political
representation, democratic accountability, freedom of expression, security and crime, risk of
conflict, human development, jurisprudence and regulatory transparency, economic risk, foreign
investment considerations, possibility of sovereign default, and corruption. Scores are assigned
from 0-10 using the aforementioned criteria. A score of 0 marks the highest political risk, while a
score of 10 marks the lowest political risk. Stated differently, countries with the lowest scores pose
the greatest political risk. A score of 0 marks the most dire level of political risk and an ultimate
nadir, while a score of 10 marks the lowest possible level of political risk, according to this
proprietary index. Rarely will there be scores of 0 or 10 due to the reality that countries contain
complex landscapes; as such, the index offers a range of possibilities ranging from lesser to greater
risk.

Country Assessment
Afghanistan 2
Albania 4
Algeria 6
Andorra 9
Angola 4
Antigua 8
Argentina 4
Armenia 4-5
Australia 9.5
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Austria

Azerbaijan

Bahamas

Bahrain

Bangladesh

Barbados

Belarus

Belgium

Belize

Benin

Bhutan

Bolivia

Bosnia-Herzegovina

Botswana

Brazil

Brunei

Bulgaria

Burkina Faso

9.5

8.5

3.5

8.5-9
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Burma (Myanmar)

Burundi

Cambodia

Cameroon

Canada

Cape Verde

Central African Republic

Chad

Chile

China

China: Hong Kong

China: Taiwan

Colombia

Comoros

Congo DRC

Congo RC

Costa Rica

Cote d'Ivoire

4.5

4.5
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Croatia

Cuba

Cyprus

Czech Republic

Denmark

Djibouti

Dominica

Dominican Republic

East Timor

Ecuador

Egypt

El Salvador

Equatorial Guinea

Eritrea

Estonia

Ethiopia

Fiji

Finland

4-4.5

9.5

4.5
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Fr.YugoslavRep.Macedonia

France

Gabon

Gambia

Georgia

Germany

Ghana

Greece

Grenada

Guatemala

Guinea

Guinea-Bissau

Guyana

Haiti

Holy See (Vatican)

Honduras

Hungary

Iceland

9.5

4.5-5

3.5

3.5

4.5

3.5

4.5-5

8.5-9
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India 7.5-8
Indonesia 6
Iran 3.54
Iraq 2.5-3
Ireland 8-8.5
Israel 8
Italy 7.5
Jamaica 6.5-7
Japan 9
Jordan 6.5
Kazakhstan 6
Kenya 5
Kiribati 7
Korea, North 1
Korea, South 8
Kosovo 4
Kuwait 7
Kyrgyzstan 4.5
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Laos

Latvia

Lebanon

Lesotho

Liberia

Libya

Liechtenstein

Lithuania

Luxembourg

Madagascar

Malawi

Malaysia

Maldives

Mali

Malta

Marshall Islands

Mauritania

Mauritius

4.5

5.5

3.5

7.5

4.5

4.5-5
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Mexico

Micronesia

Moldova

Monaco

Mongolia

Montenegro

Morocco

Mozambique

Namibia

Nauru

Nepal

Netherlands

New Zealand

Nicaragua

Niger

Nigeria

Norway

Oman

6.5

6.5

4.5-5

6.5-7

9.5

9.5

4.5

9.5
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Pakistan

Palau

Panama

Papua New Guinea

Paraguay

Peru

Philippines

Poland

Portugal

Qatar

Romania

Russia

Rwanda

Saint Kitts and Nevis

Saint Lucia

Saint Vincent and Grenadines

Samoa

San Marino

3.5

7.5

6.5-7

7.5

7.5

5.5

5.5
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Sao Tome and Principe 5.5
Saudi Arabia 6
Senegal 6
Serbia 5
Seychelles 7

Sierra Leone 4.5
Singapore 9
Slovak Republic (Slovakia) 8
Slovenia 8
Solomon Islands 6
Somalia 2
South Africa 7

Spain 7.5
Sri Lanka 5

Sudan 3.5
Suriname 5
Swaziland 5

Sweden 9.5
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Switzerland

Syria

Tajikistan

Tanzania

Thailand

Togo

Tonga

Trinidad and Tobago

Tunisia

Turkey

Turkmenistan

Tuvalu

Uganda

Ukraine

United Arab Emirates

United Kingdom

United States

Uruguay

9.5

4.5

6.5

4.5

4.5

3.5-4

9.5
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Uzbekistan 4
Vanuatu 7
Venezuela 4
Vietnam 5
Yemen 3
Zambia 4.5
Zimbabwe 3

*Methodology

The Political Risk Index is calculated by CountryWatch's Editor-in-Chief and is based on the
combined scoring of varied criteria as follows --

1. political stability (record of peaceful transitions of power, ability of government to stay in office
and carry out policies as a result of productive executive-legislative relationship, perhaps with
popular support vis a vis risk of government collapse)

2. political representation (right of suffrage, free and fair elections, multi-party participation, and
influence of foreign powers)

3. democratic accountability (record of respect for political rights, human rights, and civil liberties,
backed by constitutional protections)

4. freedom of expression (media freedom and freedom of expression, right to dissent or express
political opposition, backed by constitutional protections)

5. security and crime (the degree to which a country has security mechanisms that ensures safety
of citizens and ensures law and order, without resorting to extra-judicial measures)

6. risk of conflict (the presence of conflict; record of coups or civil disturbances; threat of war;
threats posed by internal or external tensions; threat or record of terrorism or insurgencies)
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7. human development (quality of life; access to education; socio-economic conditions; systemic
concern for the status of women and children)

8. jurisprudence and regulatory transparency (the impartiality of the legal system, the degree of
transparency within the regulatory system of a country and the durability of that structure)

9. economic conditions (economic stability, investment climate, degree of nationalization of
industries, property rights, labor force development)

10. corruption ( the degree of corruption in a country and/or efforts by the government to address
graft and other irregularities)

Editor's Note:

As of 2015, the current climate of upheaval internationally -- both politically and economically --
has affected the ratings for several countries across the world.

North Korea, Afghanistan, Somalia, and Zimbabwe -- retain their low rankings.

Several Middle Eastern and North African countries, such as Tunisia, Egypt, Libya, Syria, Iraq
and Yemen were downgraded in recent years due to political instability occurring in the "season of
unrest" sweeping the region since 2011 and continuing today. The worst downgrades affected
Syria where civil war is at play, along with the rampage of terror being carried out by Islamist
terrorists who have also seized control over part of Syrian territory. Irag has been further
downgraded due to the rampage of Islamist terrorists and their takeover of wide swaths of Iraqi
territory. Libya has also been downgraded further due to its slippage into failed state status; at
issue in Libya have been an ongoing power struggle between rival militias. Yemen continues to
hold steady with a poor ranking due to continued unrest at the hands of Houthi rebels,
secessinionists, al-Qaida in the Arabian Peninsula, and Islamic State. Its landscape has been
further complicated by the fact that it is now the site of a proxy war between Iran and Saudi
Arabia. Conversely, Tunisia and Egypt have seen slight upgrades as these countries stabilize.

In Africa, Zimbabwe continues to be one of the bleak spots of the world with the Mugabe regime
effectively destroying the country's once vibrant economy, and miring Zimbabwe with an
exceedingly high rate of inflation, debilitating unemployment, devolving public services, and critical
food shortages; rampant crime and political oppression round out the landscape. Somalia also
sports a poor ranking due to the continuing influence of the terror group, al-Shabab, which was not
operating across the border in Kenya. On the upside, Nigeria, which was ineffectively dealing with
the threat posed by the terror group, Boko Haram, was making some strides on the national
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security front with its new president at the helm. Mali was slightly upgraded due to its efforts to
return to constitutional order following the 2012 coup and to neutralize the threat of separatists and
Islamists. But the Central African Republic was downgraded due to the takeover of the
government by Muslim Seleka rebels and a continued state of lawlessness in that country. South
Sudan -- the world's newest nation state -- has not been officially included in this assessment;
however, it can be unofficially assessed to be in the vicinity of "3" due to its manifold political and
economic challenges. Burkina Faso, Burundi and Guinea have been downgraded due to political
unrest, with Guinea also having to deal with the burgeoning Ebola crisis.

In Europe, Ukraine was downgraded due to the unrest facing that country following its Maidan
revolution that triggered a pro-Russian uprising in the eastern part of the country. Russia was also
implicated in the Ukrainian crisis due to its intervention on behalf of pro-Russian separatists, as
well as its annexation of the Ukrainian territory of Crimea. Strains on the infrastructure of
southern and eastern European countries, such as Serbia, Croatia, and Hungary, due to an influx of
refugees was expected to pose social and economic challenges, and slight downgrades were made
accordingly. So too, a corruption crisis for the Romanian prime minister has affected the ranking
of that country. Meanwhile, the rankings for Spain, Portugal, Ireland, and Italy were maintained
due to debt woes and the concomitant effect on the euro zone. Greece, another euro zone nation,
was earlier downgraded due to its sovereign debt crisis; however, no further downgrade was added
since the country was able to successfully forge a bailout rescue deal with creditor institutions.
Cyprus' exposure to Greek banks yielded a downgrade in its case.

In Asia, Nepal was downgraded in response to continuous political instability and a constitutional
crisis that prevails well after landmark elections were held. Both India and China retain their
rankings; India holds a slightly higher ranking than China due to its record of democratic
representation and accountability. Increasing violence and political instability in Pakistan resulted in
a downgrade for this country's already low rating. Meanwhile, Singapore retained its strong
rankings due to its continued effective stewardship of the economy and political stability.

In the Americas, ongoing political and economic woes, as well as crime and corruption have
affected the rankings for Mexico , Guatemala, and Brazil. Argentina was downgraded due to its
default on debt following the failure of talks with bond holders. Venezuela was downgraded due to
its mix of market unfriendly policies and political oppression. For the moment, the United States
maintains a strong ranking along with Canada, and most of the English-speaking countries of the
Caribbean; however, a renewed debt ceiling crisis could cause the United States to be downgraded
in a future edition. Finally, a small but significant upgrade was attributed to Cuba due to its recent
pro-business reforms and its normalization of ties with the Unitd States.

Source:
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Political Stability

Political Stability

The Political Stability Index is a proprietary index measuring a country's level of stability,
standard of good governance, record of constitutional order, respect for human rights, and overall
strength of democracy. The Political StabilityIndex is calculated using an established methodology*
by CountryWatch's Editor-in-Chief and is based on a given country's record of peaceful
transitions of power, ability of a government to stay in office and carry out its policies vis a vis risk
credible risks of government collapse. Threats include coups, domestic violence and instability,
terrorism, etc. This index measures the dynamic between the quality of a country's government
and the threats that can compromise and undermine stability. Scores are assigned from 0-10 using
the aforementioned criteria. A score of 0 marks the lowest level of political stability and an
ultimate nadir, while a score of 10 marks the highest level of political stability possible, according to
this proprietary index. Rarely will there be scores of 0 or 10 due to the reality that countries
contain complex landscapes; as such, the index offers a range of possibilities ranging from lesser to
greater stability.

Country Assessment
Afghanistan 2

Albania 4.5-5

Algeria 5
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Andorra

Angola

Antigua

Argentina

Armenia

Australia

Austria

Azerbaijan

Bahamas

Bahrain

Bangladesh

Barbados

Belarus

Belgium

Belize

Benin

Bhutan

Bolivia

9.5

4.5-5

8.5-9

5.5

9.5

9.5

4.5
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Bosnia-Herzegovina

Botswana

Brazil

Brunei

Bulgaria

Burkina Faso

Burma (Myanmar)

Burundi

Cambodia

Cameroon

Canada

Cape Verde

Central African Republic

Chad

Chile

China

China: Hong Kong

China: Taiwan

8.5

7.5

4.5

4.5-5

9.5

4.5
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Colombia

Comoros

Congo DRC

Congo RC

Costa Rica

Cote d'Ivoire

Croatia

Cuba

Cyprus

Czech Republic

Denmark

Djibouti

Dominica

Dominican Republic

East Timor

Ecuador

Egypt

El Salvador

7.5

9.5

3.5

7.5

4.5

8.5

9.5

8.5

4.5-5

7.5-8
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Equatorial Guinea 4.5
Eritrea 4
Estonia 9

Ethiopia 4.5
Fiji 5
Finland 9
Fr.YugoslavRep.Macedonia 6.5
France 9
Gabon 5
Gambia 4.5
Georgia 5
Germany 9.5
Ghana 7
Greece 6
Grenada 8.5
Guatemala 7
Guinea 3.5-4
Guinea-Bissau 4
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Guyana

Haiti

Holy See (Vatican)

Honduras

Hungary

Iceland

India

Indonesia

Iran

Iraq

Ireland

Israel

Italy

Jamaica

Japan

Jordan

Kazakhstan

Kenya

3.5-4

9.5

7.5

3.5

2.5

9.5

8.5-9
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Kiribati

Korea, North

Korea, South

Kosovo

Kuwait

Kyrgyzstan

Laos

Latvia

Lebanon

Lesotho

Liberia

Libya

Liechtenstein

Lithuania

Luxembourg

Madagascar

Malawi

Malaysia

8.5

5.5

8.5

5.5

3.5-4

9.5
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Maldives

Mali

Malta

Marshall Islands

Mauritania

Mauritius

Mexico

Micronesia

Moldova

Monaco

Mongolia

Montenegro

Morocco

Mozambique

Namibia

Nauru

Nepal

Netherlands

4.5-5

4.5-5

6.5-7

5.5

9.5

6.5-7

8.5

4.5

9.5
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New Zealand

Nicaragua

Niger

Nigeria

Norway

Oman

Pakistan

Palau

Panama

Papua New Guinea

Paraguay

Peru

Philippines

Poland

Portugal

Qatar

Romania

Russia

9.5

4.5

4.5

9.5

8.5

7.5
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Rwanda

Saint Kitts and Nevis

Saint Lucia

Saint Vincent and Grenadines

Samoa

San Marino

Sao Tome and Principe

Saudi Arabia

Senegal

Serbia

Seychelles

Sierra Leone

Singapore

Slovak Republic (Slovakia)

Slovenia

Solomon Islands

Somalia

South Africa

7.5

6.5

4.5

9.5

8.5

6.5-7

7.5
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Spain

Sri Lanka

Sudan

Suriname

Swaziland

Sweden

Switzerland

Syria

Tajikistan

Tanzania

Thailand

Togo

Tonga

Trinidad and Tobago

Tunisia

Turkey

Turkmenistan

Tuvalu

9.5

9.5

4.5

7.5

8.5
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Uganda 6
Ukraine 3.5-4
United Arab Emirates 7
United Kingdom 9
United States 9
Uruguay 8.5
Uzbekistan 4
Vanuatu 8.5
Venezuela 4.5-5
Vietnam 45
Yemen 2.5
Zambia 5
Zimbabwe 3

*Methodology

The Political Stability Index is calculated by CountryWatch's Editor-in-Chief and is based on the
combined scoring of varied criteria as follows --

1. record of peaceful transitions of power ( free and fair elections; adherence to political accords)

2. record of democratic representation, presence of instruments of democracy; systemic
accountability
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3. respect for human rights; respect for civil rights

4. strength of the system of jurisprudence, adherence to constitutional order, and good governance

5. ability of a government to stay in office and carry out its policies vis a vis risk credible risks of
government collapse (i.e. government stability versus a country being deemed "ungovernable")

6. threat of coups, insurgencies, and insurrection
7. level of unchecked crime and corruption
8. risk of terrorism and other threats to national security

9. relationship with regional powers and international community; record of bilateral or multilateral
cooperation

10. degree of economic strife (i.e. economic and financial challenges)

Editor's Note:

As of 2015, the current climate of upheaval internationally -- both politically and economically --
has affected the ratings for several countries across the world. The usual suspects -- North Korea,
Afghanistan, and Somalia -- retain their low rankings. The reclusive and ultra-dictatorial North
Korean regime, which has terrified the world with its nuclear threats, has exhibited internal
instability. Of note was a cut-throat purge of hundreds of high ranking officials deemed to be a
threat to Kim Jung-un. Despite their attempts to recover from years of lawlessness, war, and
warlordism, both Afghanistan and Somalia continue to be beset by terrorism and turmoil. In
Afghanistan, while international forces have seen success in the effort against the terror group, al-
Qaida, the other Islamist extremist group, the Taliban, continues to carry out a vicious insurgency
using terrorism. In Somalia, while the government attempts to do the nation's business, the terror
group, al-Shabab continues to make its presence known not only in Somalia, but across the border
into Kenya with devastating results/ Also in this category is Irag, which continues to be rocked
by horrific violence and terrorism at the hands of Islamic State, which has taken over wide swaths
of Iraqi territory.

Syria, Libya, and Yemen have been added to this unfortunate echelon of the world's most
politically unstable countries. Syria has been mired by the twin hazards of 1. a civil war as rebels
oppose the Assad regime; and 2. the rampage of terror being carried out by Islamic State, which
also seized control over vast portions of Syrian territory. Meanwhile, the post-Qaddhafi landscape
of Libya has devolved into chaos as rival militias battle for control -- the elected government of the
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country notwithstanding. Rounding out this grim triad is Yemen, which was dealing with a Houthi
rebellion, secesionists in the south, as well as the threat of terrorism from al-Qaida in the Arabian
Peninsula as well as Islamic State, while also being the site of a proxy war between Shi'a Iran and
Sunni Saudi Arabia.

Meanwhile, several Middle Eastern and North African countries, such as Tunisia, Egypt, and
Bahrain were downgraded in recent years due to political instability occurring in the "season of
unrest" sweeping the region since 2011 and continuing today. All three of these countries have
stabilized in recent years and have been upgraded accordingly. In Bahrain, the landscape had
calmed. In Egypt, the secular military-backed government has generated criticism for its
crackdown on the Muslim Brotherhood; however, the country had ratified the presidency via
democratic elections and were on track to hold parliamentary elections as the country moved along
the path of democratization. Perhaps the most impressive story was coming out of Tunisia -- the
country whose Jasmine Revolution sparked the entire Arab Spring -- and where after a few years
of strife, a new progressive constitution was passed into law and a secular government had been
elected to power. Tunisia, Egypt, and Bahrain have seen slight upgrades as these countries
stabilize.

In Africa, the Central African Republic was downgraded the previous year due to the takeover of
the government by Muslim Seleka rebels. Although the country has been trying to emerge from
this crisis, the fact of the matter was that it was difficult to halt the precipitous decline into
lawlessness in that country. Zimbabwe has maintained its consistently poor ranking due to the
dictatorial regime of Mugabe, who continues to hold a tight grip on power, intimidates the
opposition, squashes dissent, and oppresses the white farmer population of the country. Moving in
a slightly improved direction is Nigeria, which has sported abysmal ratings due to the government's
fecklessness in dealing with the threat posed by the Islamist terror group, Boko Haram. Under its
newly-elected government, there appears to be more of a concerted effort to make national
security a priority action item. Mali was also slightly upgraded due to its efforts to return to
constitutional order following the 2012 coup and to neutralize the threat of separatists and
Islamists. Political instability has visited Burkina Faso and Burundi as the leaders of those
countries attempted to side-step constitutional limits to hold onto power. In Burundi, an attempted
coup ensued but quelled, and the president won a (questionable) new term in office; unrest has
since punctuated the landscape. In Burkina Faso, the political climate has turned stormy as a result
of a successful coup that ended the rule of the president, and then a putsch against the transitional
government. These two African countries have been downgraded as a result.

It should be noted that the African country of South Sudan -- the world's newest nation state -- has
not been officially included in this assessment; however, it can be unofficially assessed to be in the
vicinity of "3" due to its manifold political and economic challenges. Guinea has endured poor
rankings throughout, but was slightly downgraded further over fears of social unrest and the Ebola
heath crisis.
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In Europe, Ukraine was downgraded due to the unrest facing that country following its Maidan
revolution that triggered a pro-Russian uprising in the eastern part of the country. Russia was also
implicated in the Ukrainian crisis due to its intervention on behalf of pro-Russian separatists, as
well as its annexation of the Ukrainian territory of Crimea. Serbia and Albania were slightly
downgraded due to eruptions of unrest, while Romania was slightly downgraded on the basis of
corruption charges against the prime minister. Spain, Portugal, Ireland, and Italy were downgraded
due to debt woes and the concomitant effect on the euro zone. Greece, another euro zone nation,
was downgraded the previous year due to its sovereign debt crisis; however, the country
successfully forged a rescue deal with international creditors and stayed within the Euro zone.
Greek voters rewarded the hitherto unknown upstart party at the polls for these efforts. As a
result, Greece was actually upgraded slightly as it proved to the world that it could endure the
political and economic storms. Meanwhile, Germany, France, Switzerland, the United Kingdom,
the Netherlands, and the Scandinavian countries continue to post impressive ranking consistent
with these countries' strong records of democracy, freedom, and peaceful transfers of power.

In Asia, Nepal was downgraded in response to continuous political instability well after landmark
elections that prevails today. Cambodia was very slighly downgraded due to post-election
instability that has resulted in occasional flares of violence. Despite the "trifecta of tragedy" in
Japan in 2011 -- the earthquake, the ensuing tsunami, and the resulting nuclear crisis -- and the
appreciable destabilization of the economic and political terrain therein, this country has only
slightly been downgraded. Japan's challenges have been assessed to be transient, the government
remains accountable, and there is little risk of default. Both India and China retain their rankings;
India holds a slightly higher ranking than China due to its record of democratic representation and
accountability. Increasing violence and political instability in Pakistan resulted in a downgrade for
this country's already low rating.

In the Americas, Haiti retained its downgraded status due to ongoing political and economic woes.
Mexico was downgraded due to its alarming rate of crime. Guatemala was downgraded due to
charges of corruption, the arrest of the president, and uncertainty over the outcome of elections.
Brazil was downgraded due to the corruption charges erupting on the political landscape, the
stalling of the economy, and the increasingly loud calls for the impeachment of President
Rousseff. Argentina was downgraded due to its default on debt following the failure of talks with
bond holders. Venezuela was downgraded due to the fact that the country's post-Chavez
government is every bit as autocratic and nationalistic, but even more inclined to oppress its
political opponents. Colombia was upgraded slightly due to efforts aimed at securing a peace deal
with the FARC insurgents. A small but significant upgrade was attributed to Cuba due to its recent
pro-business reforms and its normalization of ties with the Unitd States. Meanwhile, the United
States, Canada, Costa Rica, Panama, and most of the English-speaking countries of the Caribbean
retain their strong rankings due to their records of stability and peaceful transfers of power.
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In the Pacific, Fiji was upgraded due to its return to constitutional order and democracy with the
holding of the first elections in eight years.

In Oceania, Maldives has been slightly downgraded due to the government's continued and rather
relentless persecution of the country's former pro-democracy leader - former President Nasheed.

Source:
Dr. Denise Youngblood Coleman, Editor in Chief, CountryWatch Inc. www.countrywatch.com

Updated:

2015

Freedom Rankings

Freedom Rankings

Freedom in the World

Editor's Note: This ranking by Freedom House quantifies political freedom and civil liberties into a
single combined index on each sovereign country's level of freedom and liberty. The initials "PR"
and "CL" stand for Political Rights and Civil Liberties, respectively. The number 1 represents the
most free countries and the number 7 represents the least free. Several countries fall in the
continuum in between. The freedom ratings reflect an overall judgment based on survey results.

Trend
Country PR CL Freedom Status Arrow

Afghanistan 6 ? 6 Not Free
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Albania*

Algeria

Andorra*

Angola

Antigua and Barbuda*

Argentina*

Armenia

Australia*

Austria*

Azerbaijan

Bahamas*

Bahrain

Bangladesh*

Barbados*

Belarus

Belgium*

Belize*

Benin*

37?

6?

37?

Partly Free

Not Free

Free

Not Free

Free

Free

Partly Free

Free

Free

Not Free

Free

Not Free ?

Partly Free

Free

Not Free

Free

Free

Free
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Bhutan

Bolivia*

Bosnia-Herzegovina*

Botswana*

Brazil*

Brunei

Bulgaria*

Burkina Faso

Burma

Burundi*

Cambodia

Cameroon

Canada*

Cape Verde*

Central African Republic

Chad

Chile*

China

37?

Partly Free

Partly Free

Partly Free

Free

Free

Not Free

Free

Partly Free

Not Free

Partly Free

Not Free

Not Free

Free

Free

Partly Free

Not Free

Free

Not Free
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Colombia* 3 4 Partly Free
Comoros* 3 4 Partly Free
Congo (Brazzaville ) 6 5 Not Free 4
Congo (Kinshasa) 6 6 Not Free 4
Costa Rica* 1 1 Free
Cote d’Ivoire 6 5 Not Free
Croatia* 1? 2 Free
Cuba 7 6 Not Free
Cyprus* 1 1 Free
Czech Republic* 1 1 Free
Denmark* | 1 Free
Djibouti 5 5 Partly Free
Dominica* 1 1 Free
Dominican Republic* 2 2 Free 2
East Timor* 3 4 Partly Free
Ecuador* 3 3 Partly Free
Egypt 6 5 Not Free
El Salvador* 2 3 Free

Korea, South Review 2016 Page 105 of 487 pages



Korea, South

Equatorial Guinea

Eritrea

Estonia*

Ethiopia

Fiji

Finland*

France*

Gabon

The Gambia

Georgia

Germany*

Ghana*

Greece*

Grenada*

Guatemala*

Guinea

Guinea-Bissau*

Guyana*

7 7
7 79
1 1
5 5
6 4
1 1
1 1
6 59
5 59
4 4
1 1
1 2
1 2
1 2
49 4
7 6?
4 4
2 3

Not Free

Not Free

Free

Partly Free

Partly Free

Free

Free

Not Free ?

Partly Free

Partly Free

Free

Free

Free

Free

Partly Free

Not Free

Partly Free

Free
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Haiti*

Honduras

Hungary*

Iceland*

India*

Indonesia*

Iran

Iraq

Ireland*

Israel*

[taly*

Jamaica*

Japan*

Jordan

Kazakhstan

Kenya

Kiribati*

Kosovo

47?

5?

6?

57?

47?

47

47

Partly Free

Partly Free

Free

Free

Free

Free

Not Free 4

Not Free

Free

Free

Free

Free

Free

Not Free ?

Not Free Y

Partly Free

Free

Partly Free ?
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Kuwait

Kyrgyzstan

Laos

Latvia*

Lebanon

Lesotho*

Liberia*

Libya

Liechtenstein*®

Lithuania*

Luxembourg*

Macedonia*

Madagascar

Malawi*

Malaysia

Maldives*

Mali*

Malta*

6?

37?

6°?

37?

3?

5?

37?

49

Partly Free

Not Free ?

Not Free

Free

Partly Free

Partly Free ?

Partly Free

Not Free

Free

Free

Free

Partly Free

Partly Free

Partly Free

Partly Free

Partly Free

Free

Free
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Marshall Islands*

Mauritania

Mauritius*

Mexico*

Micronesia*

Moldova*

Monaco*

Mongolia*

Montenegro*

Morocco

Mozambique

Namibia*

Nauru*

Nepal

Netherlands*

New Zealand*

Nicaragua*

Niger

37?

49

57?

27?

47

Free

Not Free

Free

Free

Free

Partly Free

Free

Free

Free ?

Partly Free

Partly Free

Free

Free

Partly Free

Free

Free

Partly Free

Partly Free
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Nigeria

North Korea

Norway*

Oman

Pakistan

Palau*

Panama*

Papua New Guinea*

Paraguay*

Peru*

Philippines

Poland*

Portugal*

Qatar

Romania*

Russia

Rwanda

Saint Kitts and Nevis*

Partly Free

Not Free

Free

Not Free

Partly Free

Free

Free

Partly Free

Partly Free

Free

Partly Free

Free

Free

Not Free

Free

Not Free

Not Free

Free
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Saint Lucia*

Saint Vincent and
Grenadines*

Samoa*

San Marino*

Sao Tome and Principe*

Saudi Arabia

Senegal*

Serbia*

Seychelles*

Sierra Leone*

Singapore

Slovakia*

Slovenia*

Solomon Islands

Somalia

South Africa*

South Korea*

Spain*

27?

Free

Free

Free

Free

Free

Not Free

Partly Free

Free

Partly Free

Partly Free

Partly Free

Free

Free

Partly Free

Not Free

Free

Free

Free
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Sri Lanka*

Sudan

Suriname*

Swaziland

Sweden*

Switzerland*

Syria

Taiwan*

Tajikistan

Tanzania

Thailand

Togo

Tonga

Trinidad and Tobago*

Tunisia

Turkey*

Turkmenistan

Tuvalu*

27?

47?

Partly Free

Not Free

Free

Not Free

Free

Free

Not Free

Free

Not Free

Partly Free

Partly Free

Partly Free

Partly Free

Free

Not Free

Partly Free

Not Free

Free
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Uganda 5 4 Partly Free
Ukraine* 3 2 Free
United Arab Emirates 6 5 Not Free
United Kingdom* 1 1 Free
United States™ 1 1 Free
Uruguay* 1 1 Free
Uzbekistan 7 7 Not Free
Vanuatu* 2 2 Free
Venezuela 57? 4 Partly Free
Vietnam 7 5 Not Free
Yemen 6? 5 Not Free ?
Zambia* 3 47? Partly Free
Zimbabwe 6? 6 Not Free
Methodology:

PR and CL stand for political rights and civil liberties, respectively; 1 represents the most free and
7 the least free rating. The ratings reflect an overall judgment based on survey results.

? ?up or down indicates a change in political rights, civil liberties, or status since the last survey.
M U up or down indicates a trend of positive or negative changes that took place but that were
not sufficient to result in a change in political rights or civil liberties ratings of 1-7.

* indicates a country’s status as an electoral democracy.
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Source:

This data is derived from the latest edition of Freedom House’s Freedom in the World 2010
edition.
Available at URL: http://www.freedomhouse.org

Updated:

Reviewed in 2015

Human Rights

Overview of Human Rights in South Korea

The Republic of Korea (Korea) is a constitutional democracy. International observers judged
recent elections to be free and fair. The government generally works to respect the civil and human
rights of its citizens; however there are still a few areas where problems remain. The highly
controversial National Security Law allows the government to hold prisoners of conscience and to
infringe upon citizen’s civil liberties in the name of monitoring ‘anti-state’ activities. While
President Roh called for the law to be abolished, this has not occurred.

In 2004, the Employment Permit System Act came into effect. This law gives the Ministry of
Labour a legitimate means of controlling and monitoring migrant workers. At present, there are
some 180,000 undocumented migrant workers in South Korea. Under this law, illegal migrants
who have been in the country longer than four years are subject to immediate detention pending
deportation.

Societal discrimination against minority ethnic groups and people with disabilities is a continuing
problem. Trafficking in persons, especially children for domestic servitude or the sex trade, grows
in scope each year. South Korea is considered a major transit point for alien smugglers in this
region.

The country is taking steps to address the reported deficiencies. In 2001, the government, under
the National Human Rights Commission Act, created the National Human Rights Commission to
investigate allegations of human rights abuses. Though this body has no enforcement powers, it
can make recommendations for change, which are often heard by the legislature.
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Human Development Index (HDI) Rank:
See Social Overview of Country Review for full listing of rankings for all countries.
Human Poverty Index Rank:

Not Ranked

Gini Index:

35.8

Life Expectancy at Birth (years):

77.0 years

Unemployment Rate:

3.7%

Population living on $1 a day (%):

<2%

Population living on $2 a day (%):

<2%

Population living beneath the Poverty Line (%):
15%

Internally Displaced People:

N/A

Note-69,000 refugees are currently in South Korea. Many of these are from North Korea.
Total Crime Rate (%):

N/A
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Health Expenditure (% of GDP):

Public: 2.6%

% of GDP Spent on Education:

4.2%

Human Rights Conventions Party to:

* International Convention on the Prevention and Punishment and Punishment of the Crime of
Genocide

* International Convention on the Elimination of All Forms of Racial Discrimination

* International Covenant on Civil and Political Rights

* International Covenant on Economic, Social and Cultural Rights

 Convention on the Elimination of All Forms of Discrimination against Women

» Convention against Torture and Other Cruel, Inhuman or Degrading Treatment or Punishment

* Conventions on the Rights of the Child

 Convention relating to the Status of Refugees

* Rome Statute of the International Criminal Court

*Human Development Index (HDI) is a composite index that measures the level of well-being in
177 nations in the world. It uses factors such as poverty, literacy, life-expectancy, education, gross
domestic product, and purchasing power parity to assess the average achievements in each nation.
It has been used in the United Nation’s Human Development Report since 1993.

*Human Poverty Index Ranking is based on certain indicators used to calculate the Human
Poverty Index. Probability at birth of not surviving to age 40, adult literacy rate, population without
sustainable access to an improved water source, and population below income poverty line are the
indicators assessed in this measure.

*The Gini Index measures inequality based on the distribution of family income or consumption. A
value of 0 represents perfect equality (income being distributed equally), and a value of 100 perfect
inequality (income all going to one individual).

*The calculation of the total crime rate is the % of the total population which has been effected by
property crime, robbery, sexual assault, assault, or bribery (corruption) related occurrences.
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Government Functions

Constitution

South Korea promulgated a constitution in 1948. Since then, it has been changed or re-written
several times. The current constitution was approved in October 1987. Before that time, South
Korea was ruled under a highly centralized government. Under the new constitution, which went
into effect in 1988, South Korea is now a republic of multiparty system with powers shared
between the president and the legislature.

Executive Authority

The president is elected for a term of five years by direct popular vote, and is chief of state, head
of the executive branch and commander of the armed forces of the country. The prime minister is
appointed by president with the consent of National Assembly and is the head of government. The
prime minister presides over a cabinet or State Council which is appointed by the president on the
prime minister's recommendation.

Legislative Authority

The legislative power in South Korea is vested in the unicameral National Assembly or "Kukhoe."
Of the 299 seats in the National Assembly, 243 are elected by direct popular vote while the
remaining 56 are determined via a proportional system; members serve four-year terms.

Judicial Authority

South Korea's judicial system consists of three levels of courts: the Supreme Court, High Courts
and District Courts which include Family Court and Administrative Court. The Supreme Court is
the highest judicial tribunal in the country. The chief justice of the Supreme Court is appointed by
the president with approval of the National Assembly. Other justices are appointed by the president
recommended by the chief justice. The legal system combines elements of continental European
civil law systems, Anglo-American law, and Chinese classical thought.

Administration
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South Korea has nine provinces and seven administratively separate cities.

Political Parties

Political parties include the Millennium Democratic Party (MDP), Grand National Party (GNP),
United Liberal Democrats (ULD), Democratic People's Pary (DPP), and New Korea Party of
Hope. Note that the MDP became DP in May 2005 and the United Liberal Democrats (ULD)
merged with GNP in February 2006.

Government Structure

Names:

conventional long form:
Republic of Korea
conventional short form:
South Korea

local long form:
Taehan-min'guk

local short form:
Han'guk

abbreviation:

ROK

Type:
Democratic republic

Executive Branch:

Chief of State:

President PARK Geun-hye (elected in December 2012; inaugurated in February 2013). The
president is elected by popular vote for a single five-year term; see below for information on the
2012 presidential election
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2012 elections note:
A presidential election was to be held in the latter half of 2012 following parliamentary elections,
which were held in April 2012 (see below for details about parliamentary polls).

Primer on 2012 Presidential Election in South Korea
(Dec. 19, 2012)

A presidential election in South Korea was expected to be held in December 2012. In South Korea,
the president is elected by popular vote for a single five-year term. Accordingly, incumbent
President Lee Myung-bak, who was elected in 2008, would not be on the ballot in 2012. South
Korea's two top presidential hopefuls for what promised to be a close contest were the ruling
Saenuri Party's Park Geun-hye and the main opposition Democratic United Party's Moon Jae-in.
Polling data gave Park -- a slight lead over Moon.

It should be noted that Park was the daughter of Park Chung-hee, who ruled South Korea for 18
years; the older Park came to power via a military coup in 1961 and stayed as South Korea's
leader until his assassination in 1979. Meanwhile, Moon was a human rights lawyer who gained
some notoriety as a student protest organizer who rallied against the older Park.

After the polls closed on Dec. 19, 2012, and with the votes counted, it was Park who claimed
victory in the country's presidential election. Initial results gave Park 52 percent over Moon with
48 percent. In her victory speech to supporters, Park said: "This is the victory of the people. This
is a victory for the people's wish to overcome crises and revive the economy." Park would have
the distinction of being the first woman elected as president in South Korea. During the election
campaign, she cast herself as a symbolic mother of the nation, saying: "I have no family to take
care of. I have no child to inherit my properties. You, the people, are my only family, and to make
you happy is the reason I do politics. And if elected, I would govern like a mother dedicated to her
family."

Note on head of government:

In June 2015, the parliament of South Korea approved Hwang Kyo-ahn to be the country's new
prime minister following a corruption scandal that resulted in the resignation of Lee Wan-koo as
the head of government. South Korean President Park Geun-hye indicated that the new prime
minister -- a career prosecutor and former Justice Minister -- was the right selection and had the
right credentials to tackle the problem of corruption in South Korea.

Going back to April 2015, South Korean Prime Minister Lee Wan-koo -- the head of government
since 2014 -- resigned from office when his name appeared in the suicide note of a businessman.
At the heart of the brewing scandal were claims that the outgoing prime minister received illegal
funds from Sung Wang-jong, who was himself facing charges of fraud and bribery, but who
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ultimately committed suicide. As noted here, the prime minister's name was referenced in relation
to the payment of funds in Sung's suicide note.

In his exit address, outgoing Prime Minister Lee Wan-koo declined to offer details surrounding his
resignation and the allegations against him, limiting his statement to the following words: "There is
a lot I want to say but I will leave behind a void with the belief that the truth will one day surely be
told."

For her part, South Korean President Park Geun-hye accepted Lee Wan-koo's resignation. The
president, who was already suffering from dismal job approval ratings, quite likely made the
political calculation that the controversy would invitably weaken her politically. President Park
Geun-hye may have been attempting to stem the proverbial tide of disapproval a year ahead of
general elections in 2016 when her Saenuri Party would have to try to hold control over the
parliament. Her immediate task would be to name a new nominee for prime minister.

To that end, three successive nominations were introduced and abandoned in the space of a
month, with continued questions emerging about personal improprieties. Then, in May 2015,
President Park's office named Justice Minister Hwang Kyo-ahn to be the new prime minister.

President Park indicated that the latest nominee was the right selection and possessed the right
credentials to tackle the blight of corruption in South Korea. The public affairs secretary for the
president released a statement in which Hwang Kyo-ahn was described as "the right person to
uproot corruption across society and accomplish political reform so we can create a new country."

Finally, in June 2015, the parliament of South Korea approved Hwang Kyo-ahn to be the
country's new prime minister.

Cabinet:
State Council was appointed by the president on the prime minister's recommendation

Legislative Branch:

Unicameral "Kukhoe" (National Assembly):

Of the 300 seats in the National Assembly, 246 are elected by direct popular vote while the
remaining 54 are determined via a proportional system; members serve four-year terms.

Primer on South Korea's parliamentary elections
April 11, 2012 --

Parliamentary elections were set to take place in South Korea in April 2012. At stake were the 299
seats in the unicameral "Kukhoe" (National Assembly). Of the 299 seats in the National Assembly,
243 are elected by direct popular vote, while the remaining 56 are determined via a proportional
system. Members of the National Assembly serve four-year terms. In the previous elections of
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2008, the Grand National Party or GNP won the most seats; the main opposition is the Democratic
Party (formerly the United Democratic Party), which was looking to take victory over the GNP in
2012.

It should be noted that months earlier in February 2012, South Korea's ruling Grand National
Party announced it was changing its name to "Saenuri," which translates into "New World" in
Korean. The move appeared to be a symbolic gesture aimed at re-branding the conservative
GNP's image ahead of general elections. Indeed, the GNP has been plagued by declining approval
ratings and unfavorable perceptions. The name change was confirmed during a meeting of the
national party.

With the name change established, all eyes were on the elections. To that end, on April 11, 2012,
voters went to the polls in South Korea to vote in this parliamentary contest. Voter turnout was
estimated to be around 50 percent. Exit poll data showed that a close race was unfolding
between the ruling Saenuri Party and the main opposition Democratic Party; media outlets were
forecasting that both parties would respectively garner between 131 and 147 seats.

Once the votes were counted, it was apparent that President Lee Myung-bak's ruling Saenuri Party
had eked out a victory in these tightly contested parliamentary elections. The Saenuri Party
appeared to have outperformed the exit poll predictions and secured 152 seats, thus retaining its
parliamentary majority. The main opposition Democratic Party slightly underperformed exit poll
expectations by winning 127 seats. The minor opposition Unified Progressive Party, which fielded
joint candidates with the Democrats, gained 13 seats.

Note that a presidential election was set to follow later in the year. See above for details of that
contest.

Judicial Branch:

Supreme Court (justices appointed by president with consent of National Assembly); Constitutional
Court (justices appointed by president based partly on nominations by National Assembly and
Chief Justice of the court)

Constitution:
Feb.25, 1988

Legal System:
The legal system ombines elements of continental European civil law systems, Anglo-American
law, and Chinese classical thought
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Administrative Divisions:
9 provinces (do, singular and plural) and 7 metropolitan cities (gwangyoksi, singular and plural)

Provinces:

Cheju-do, Cholla-bukto (North Cholla), Cholla-namdo (South Cholla), Ch'ungch'ong-bukto (North
Ch'ungch'ong), Ch'ungch'ong-namdo (South Ch'ungch'ong), Kangwon-do, Kyonggi-do,
Kyongsang-bukto (North Kyongsang), Kyongsang-namdo (South Kyongsang)

Metropolitan cities:
Inch'on-gwangyoksi (Inch'on), Kwangju-gwangyoksi (Kwangju), Pusan-gwangyoksi (Pusan),
Soul-t'ukpyolsi (Seoul), Taegu-gwangyoksi (Taegu), Taejon-gwangyoksi (Taejon), Ulsan-
gwangyoksi (Ulsan)

Political Parties:

Justice Party [SIM Sang-jeong]

Minjoo Party of Korea or MPK (formerly New Politics Alliance for Democracy or NPAD) [KIM
Jong-in] (NPAD was a merger of the Democratic Party or DP (formerly DUP) [KIM Han-gil] and
the New Political Vision Party or NPVP [AHN Cheol-soo] in March 2014)

New Frontier Party (NFP) or Saenuri (formerly Grand National Party) [Interim Chairman WON
Yoo-chul]*

People's Party or PP [AHN Cheol-soo and CHUN Jung-bae]

* In February 2012, South Korea's ruling Grand National Party (GNP) announced that it was
changing its name to "Saenuri," which translates into "New Frontier" in Korean. The move
appeared to be a symbolic gesture aimed at rebranding the conservative GNP's image ahead of
general elections set for April 2012. Indeed, the GNP has been plagued by declining approval
ratings and unfavorable perceptions. The name change was expected to be confirmed during a
meeting of the national party.

Suffrage:
19 years of age; universal
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Principal Government Officials

Cabinet and Leadership of South Korea

Executive Branch:

Chief of State:

President PARK Geun-hye (elected in December 2012; inaugurated in February 2013). The
president is elected by popular vote for a single five-year term; see below for information on the
2012 presidential election

2012 elections note:
A presidential election was to be held in the latter half of 2012 following parliamentary elections,
which were held in April 2012 (see below for details about parliamentary polls).

Primer on 2012 Presidential Election in South Korea
(Dec. 19, 2012)

A presidential election in South Korea was expected to be held in December 2012. In South Korea,
the president is elected by popular vote for a single five-year term. Accordingly, incumbent
President Lee Myung-bak, who was elected in 2008, would not be on the ballot in 2012. South
Korea's two top presidential hopefuls for what promised to be a close contest were the ruling
Saenuri Party's Park Geun-hye and the main opposition Democratic United Party's Moon Jae-in.
Polling data gave Park -- a slight lead over Moon.

It should be noted that Park was the daughter of Park Chung-hee, who ruled South Korea for 18
years; the older Park came to power via a military coup in 1961 and stayed as South Korea's
leader until his assassination in 1979. Meanwhile, Moon was a human rights lawyer who gained
some notoriety as a student protest organizer who rallied against the older Park.

After the polls closed on Dec. 19, 2012, and with the votes counted, it was Park who claimed
victory in the country's presidential election. Initial results gave Park 52 percent over Moon with
48 percent. In her victory speech to supporters, Park said: "This is the victory of the people. This
is a victory for the people's wish to overcome crises and revive the economy." Park would have
the distinction of being the first woman elected as president in South Korea. During the election
campaign, she cast herself as a symbolic mother of the nation, saying: "I have no family to take
care of. [ have no child to inherit my properties. You, the people, are my only family, and to make

Korea, South Review 2016 Page 123 of 487 pages



Korea, South

you happy is the reason I do politics. And if elected, I would govern like a mother dedicated to her
family."

Note on head of government:

In June 2015, the parliament of South Korea approved Hwang Kyo-ahn to be the country's new
prime minister following a corruption scandal that resulted in the resignation of Lee Wan-koo as
the head of government. South Korean President Park Geun-hye indicated that the new prime
minister -- a career prosecutor and former Justice Minister -- was the right selection and had the
right credentials to tackle the problem of corruption in South Korea.

Going back to April 2015, South Korean Prime Minister Lee Wan-koo -- the head of government
since 2014 -- resigned from office when his name appeared in the suicide note of a businessman.
At the heart of the brewing scandal were claims that the outgoing prime minister received illegal
funds from Sung Wang-jong, who was himself facing charges of fraud and bribery, but who
ultimately committed suicide. As noted here, the prime minister's name was referenced in relation
to the payment of funds in Sung's suicide note.

In his exit address, outgoing Prime Minister Lee Wan-koo declined to offer details surrounding his
resignation and the allegations against him, limiting his statement to the following words: "There is
a lot I want to say but I will leave behind a void with the belief that the truth will one day surely be
told."

For her part, South Korean President Park Geun-hye accepted Lee Wan-koo's resignation. The
president, who was already suffering from dismal job approval ratings, quite likely made the
political calculation that the controversy would invitably weaken her politically. President Park
Geun-hye may have been attempting to stem the proverbial tide of disapproval a year ahead of
general elections in 2016 when her Saenuri Party would have to try to hold control over the
parliament. Her immediate task would be to name a new nominee for prime minister.

To that end, three successive nominations were introduced and abandoned in the space of a
month, with continued questions emerging about personal improprieties. Then, in May 2015,
President Park's office named Justice Minister Hwang Kyo-ahn to be the new prime minister.
President Park indicated that the latest nominee was the right selection and possessed the right
credentials to tackle the blight of corruption in South Korea. The public affairs secretary for the
president released a statement in which Hwang Kyo-ahn was described as "the right person to
uproot corruption across society and accomplish political reform so we can create a new country."
Finally, in June 2015, the parliament of South Korea approved Hwang Kyo-ahn to be the
country's new prime minister.

Cabinet:
State Council was appointed by the president on the prime minister's recommendation
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Note on the The President :

Chief of State:
President PARK Geun-hye (elected in December 2012; inaugurated in February 2013). The
president is elected by popular vote for a single five-year term; see below for information on the

2012 presidential election

2012 elections note:

A presidential election was to be held in the latter half of 2012 following parliamentary elections,

which were held in April 2012 (see below for details about parliamentary polls).

Primer on 2012 Presidential Election in South Korea

(Dec. 19, 2012)

A presidential election in South Korea was expected to be held in December 2012. In South Korea,
the president is elected by popular vote for a single five-year term. Accordingly, incumbent
President Lee Myung-bak, who was elected in 2008, would not be on the ballot in 2012. South
Korea's two top presidential hopefuls for what promised to be a close contest were the ruling
Saenuri Party's Park Geun-hye and the main opposition Democratic United Party's Moon Jae-in.

Polling data gave Park -- a slight lead over Moon.

It should be noted that Park was the daughter of Park Chung-hee, who ruled South Korea for 18
years; the older Park came to power via a military coup in 1961 and stayed as South Korea's
leader until his assassination in 1979. Meanwhile, Moon was a human rights lawyer who gained

some notoriety as a student protest organizer who rallied against the older Park.

After the polls closed on Dec. 19, 2012, and with the votes counted, it was Park who claimed
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victory in the country's presidential election. Initial results gave Park 52 percent over Moon with
48 percent. In her victory speech to supporters, Park said: "This is the victory of the people. This
is a victory for the people's wish to overcome crises and revive the economy." Park would have
the distinction of being the first woman elected as president in South Korea. During the election
campaign, she cast herself as a symbolic mother of the nation, saying: "I have no family to take
care of. I have no child to inherit my properties. You, the people, are my only family, and to make
you happy is the reason I do politics. And if elected, I would govern like a mother dedicated to her

family."

Foreign Relations

General Relations

During most of the Cold War period, South Korea pursued a foreign policy of being in concert with
the Western countries. Placing efforts in improving relations with the Western countries, South
Korea also tried to build cooperative relations with the developing countries. After the Cold War
ended, South Korea began to promote a "Northern Diplomacy" aimed at enhancing ties with
former socialist countries. The "Northern Diplomacy" proved to be successful, and relations with
the Soviet Union and China were normalized in a short time.

In August 1991, South Korea joined the United Nations (U.N.) along with North Korea. Since then
South Korea has been active in most U.N.-specialized agencies and many international forums. In
1996, South Korea became a member of the Organization for Economic Cooperation and
Development (OECD). At the end of 1997, it completed a term as a nonpermanent member of the
U.N. Security Council. In 2006, South Korean Foreign Minister Ban Ki-moon was
nominated and confirmed as the new United Nations Secretary General.

South Korea's relationship with North Korea has been a central political and diplomatic issue. Since
the 1970s South Korea has pursued a policy of promoting independent and peaceful reunification
of the Korean Peninsula. Under President Kim Dae-jung's Sunshine Policy, dramatic changes took
place in the relations between the two Koreas, most encouragingly shown in the first-ever South-
North summit in June 2000. In recent years, under the new president, it is difficult to know if
improved bilateral relations will soon ensue, given the nuclear threat of a nuclear North Korea and
the influence of hardline United States policies in opposition to the North.
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Regional Relations

Relations with North Korea

For decades after the Korean War, both Korean governments had repeatedly reiterated their desire
to reunify the Korean Peninsula. Until 1971, however, the two governments had no direct contacts
or communications. In 1972, a series of secret meetings resulted in the announcement of an
agreement by South and North Korea aimed at working toward peaceful reunification and an end
to the hostile atmosphere prevailing on the peninsula. In 1994, after former U.S. President Carter's
visit to North Korea in June, North and South Korea agreed to hold a summit in July. The two
sides went ahead with plans for the summit, but it was canceled because of Kim Il Sung's sudden
death on July 8, 1994. In April 2000, the governments of the two Koreas reached an agreement to
hold the first-ever summit in Pyongyang.

From June 13-15, 2000, North Korean leader Kim Jong il and South Korean President Kim Dae-
jung held the summit in Pyongyang, the first since the end of the Korean War in the 1950s. The
two leaders reached a historic agreement during the summit to reduce tensions between the two
sides of the peninsula and work toward the reunification. The two leaders also agreed that North
Korean leader Kim Jong il would pay a return visit to South Korea in the near future. Since the
June summit, considerable achievements have been made in improving relationship between North
and South Korea. From August 2000 to February 2001, three rounds of family reunion events took
place in the Korean Peninsula. The two Koreas also started working on the transport re-link
between the two sides by reconnecting the railway between the capital cities of the two.
Government officials from North and South Korea kept in contact since the summit, holding
meetings regularly to discuss matters of reunification and cooperation.

The scenario changed in 2002, according to some (but not all)analysts with the decision by the
United States to classify the North as part of an "axis of evil." The North responded by
withdrawing from the Nuclear Non-Proliferation Treaty and restarting its nuclear development.
Whether or not North Korea's actual reason for withdrawing from the Nuclear Non-Proliferation
Treaty was the perceived hostility from the hardline Bush administration in the United States, it is
fair to state that rapprochement between the North and South was halted, with most contemporary
efforts focused on multilateral talks aimed at brining some resolution to the current nuclear standoff
discussed in the "Political Conditions" of this review.

In July 2006, North Korea test-fired a number of short-range missiles and one Taepodong-2 long-
range missile into the Sea of Japan (known as the East Sea by Koreans). The situation sparked
international condemnation and threats of punitive measures by some countries, including
sanctions. In South Korea, the government in Seoul convened an emergency cabinet meeting and
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placed its military on high alert. For its part, North Korea said that further missile tests would be
launched. North Korea also warned that it would react strongly to punitive pressures from the
international community, and it threatened to carry out an "annihilating" nuclear strike if its atomic
facilities were pre-emptively hit by the United States.

The missile tests, in conjunction with dire promises of further tests and a nuclear strike, intensified
the widely-held view that North Korea is a threat to global security. Moreover, these moves by
North Korea effectively served to further isolate the country and confirm its pariah status within
the international community. The impact on relations with South Korea was yet to be determined.

However, the country was quick to distance itself from a hard-line Japanese draft resolution that
provided for economic and military sanctions against North Korea. Indeed, South Korea went so
far as to describe the Japanese draft as "reckless."

In mid-July 2006, the United Nations condemned North Korea for carrying out a series of missile
tests earlier in the month. The United Nations Security Council also issued a resolution demanding
that North Korea cease activities related to its ballistic missile program and prohibiting all United
Nations member states from supplying that country with any weapons-related materials. The
resolution passed unanimously after a reference to Chapter Seven of the United Nations Charter
was removed. That reference would authorize sanctions and military action and would be legally
binding. Its removal ensured that there would be complete support from among Security Council
members.

South Korea called on the North to issue a moratorium on missile tests and return to the
multilateral negotiating table. For its part, however, North Korea angrily rejected the resolution and
vowed to further develop its military arsenal as a means to "bolster its war deterrent."

In the first week of October 2006, North Korea said that it intended to test a nuclear weapon. A
week after issuing this threat, North Korea announced that it had indeed conducted its first nuclear
weapons test. North Korea's state-controlled news agency declared, "The nuclear test is a historic
event that brought happiness to our military and people." The message in the state-controlled
media also went on to assert that the nuclear test would, "contribute to maintaining peace and
stability in the Korean peninsula and surrounding region." The South Korean news agency,
Yonhap, suggested that the explosion may have occurred in an area called Gilju in North Korea's
Hamgyong province.

The apparent test took place in defiance of warnings by the international community not to go
through with the test. In response, South Korean President Roh Moo-hyun scheduled an
emergency meeting of his National Security Council. The meeting was convened to address the
serious shift in the security scenario on the Korean peninsula. Only days before, South Korean
troops fired warning shots at North Korean soldiers when they crossed into the demilitarized zone.
It was not clear whether the North Koreans' actions were calculated or accidental. Regardless,
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they were emblematic of the increasing climate of tension on the Korean peninsula, which reached
an unprecedented high following the apparent nuclear test. Meanwhile, Japan's new head of
government, Prime Minister Shinzo Abe, was expected to discuss the matter with his South
Korean counterpart in Seoul. Prime Minister Abe and Chinese Premier Hu Jintao had previously
met in Beijing to discuss regional concerns and had jointly issued their opposition to the notion of a
nuclear test by North Korea. Clearly, their joint statement went unheeded by Pyongyang.

Regardless of motivation, the effects of the nuclear test augured negatively. Apart from
destabilizing the region, analysts warned that it could potentially halt any progress on reconciliation
between the two Koreas, and it could well spark an arms race. Meanwhile, at the United Nations
work was being done to craft a resolution that would be passed in the Security Council authorizing
punitive action against North Korea. A draft document by the United States underwent revisions
to accommodate the reservations of China and Russia. Those two countries had stated that they
would not support the military enforcement of financial and security sanctions against North
Korea. With adjustments made, the United Nations Security Council unanimously approved
Resolution 1718 on October 14, 2006. The resolution called for the inspections on cargo going to
and from North Korea to search for weapons, a ban on the sale or transfer of materials related to
North Korea's unconventional weapons program, and a freeze on the transfer of funds connected
with North Korea's nuclear and ballistic missile programs. Absent from Resolution 1718 was the
Chapter Seven [of the United Nations charter] provision, which would enforce the sanctions via
military force.

In late January 2007, it was announced that six-party talks on North Korea's nuclear program
would resume. A previous round of talks ensued in December 2006 but ended inconclusively. In
the background of such developments was the testing of a nuclear device by North Korea in the
fall of 2006. That action did little to bolster Pyongyang's case for its right to a nuclear program,
and overshadowed prevailing hopes that North Korea might abandon its nuclear ambitions and
rejoin the Nuclear Non-Proliferation Treaty in exchange for economic aid and security guarantees.

By February, 2007, it was announced that concurrence had been reached. North Korea agreed to
shut down its nuclear facilities at Yongbyon within 60 days in exchange for 50,000 tonnes of fuel
oil or economic aid of equal value, with 950,000 tonnes of fuel oil or equivalent received after
further disarmament steps are taken. Yet to be seen was whether or not the agreement would be
ratified by all six parties, and also whether or not North Korea would fully comply with the
provisions of the deal.

In the third week of June 2007, North Korea reportedly agreed to shut down its nuclear reactor at
Yongbyon and, then, disable its nuclear facilities. North Korea also noted that it was inviting
International Atomic Energy Agency (IAEA) inspectors to return to North Korea to monitor the
closure of its nuclear program and facilities. To that end, IAEA inspectors were expected to visit
North Korea on June 26, 2007, for the first time since their dismissal from that country in 2002.
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These announcements came months after the Chinese drafted an agreement in February 2007
(discussed above), in which the closure of the reactor at Yongbyon would be secured, in lieu of
heavy fuel oil that would be secured by other countries participating in the multilateral nuclear
disarmament talks. The total amount of fuel oil -- one million metric tons -- appeared to more
substantial that the original quantity discussed earlier in the year under the Chinese-brokered plan.
In addition, diplomatic recognition and humanitarian aid benefits were included in the deal. Also
included in the arrangement was the untangling of a financial dispute.

A new round of six-party disarmament talks, which has included North Korea, South Korea,
China, Japan, Russia and the United States, was set to commence in July 2007.

In mid-July 2007, North Korea said that it shut down its nuclear reactor at Yongbyon. A team of
inspectors from the International Atomic Energy Agency (IAEA) was monitoring the situation at
Yongbyon in order to verify Pyongyang's claim. Nevertheless, the announcement was welcomed
by the countries of the West, the wider world, and particularly by the countries participating in
multilateral talks with North Korea aimed at disarmament.

In October 2007, South Korean President Roh Moo-hyun and the North Korea's leader Kim Jong-
il signed a joint declaration calling for a permanent peace agreement on the Korean Peninsula.
The eight-point declaration set forth an agenda for international dialogue aimed at crafting a treaty,
which would replace the existing armistice that brought an end to the Korean War that took place
from 1950 to 1953. The two Korean leaders signed the declaration following a historic summit in
Pyongyang and issued the following statement, "The South and North share the view that they
should end the current armistice system and build up a permanent peace system."

The declaration also came on the heels of a significant announcement by North Korea that it would
end its nuclear ambitions. To that end, Pyongyang formally agreed to a timetable for the disabling
of its nuclear facilities. Pyongyang also agreed to disclose details about its nuclear program by the
close of 2007. North Korea was scheduled to surrender its stockpile of nuclear weaponry in 2008.

In July 2008, a South Korean woman was shot to death by a North Korean soldier. North Korean
authorities said that the 53-year old woman strayed from the special tourism zone in the
mountains into a restricted area of the Mount Kumgang resort. More than one million South
Korean visitors have traveled to the resort, which is located in a strategic nazal area, in the last
decade without any such incident occurring. South Korean authorities responded by suspending
cross-border trips, pending an investigation. Because cross-border tourism trips have been the
fulcrum of economic and cultural cooperation in the last decade, the incident had the potential to
adversely affect cross-border relations. It was viewed as a setback at a time when South Korean
President Lee Myung-bak has advocated fresh dialogue with North Korea.
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October 2008 saw the United States move to remove North Korea from its list of state-sponsors
of terrorism. The development came after multilateral talks between North Korea, the United
States, China, South Korea, Russia and Japan and appeared to end some dissonance that had been
brewing in recent months, despite multilateral concurrence on North Korean disarmament.

The start of 2009 was marked on the Korean peninsula by devolving relations between Pyongyang
and Seoul. At issue has been the more hard-line approach taken by South Korea's President Lee
Myung-Bak in the last year since coming to power. Significantly, the South Korean president
reversed the "sunshine" policy bestowed aid to North Korea. President Lee said that economic
assistance would now be dependent on North Korea’s willingness to completely end its nuclear
weapons program.

North Korea responded with outrage at the change. In January 2009, North Korea announced that
it had enough plutonium stocks to produce four or five nuclear weapons. The third week of
January 2009 saw North Korea warn South Korea that its "confrontational" policies could lead to
retaliation by the nuclear power. Military authorities in Pyongyang told Seoul that it would bolster
its "nuclear deterrent force" in the face of perceived threats. In response, South Korean authorities
called for amplified troop strength. At the start of February 2009, it was reported that North Korea
was preparing to test-fire the long-range Taepodong-2 missile. Then, by mid-month, North Korea
was declaring its right to launch a “space program.” Since North Korea has, in the past,
characterized rocket launches in similar terms, it was believed that the term “space program” was
associated with the anticipated missile launch.

On the other side of the equation, South Korea's President Lee Myung-Bak has eschewed
beginning negotiations from too-conciliatory a stance, cautioning previous South Korean leaders
had gone down that path with no substantial end result to show for those efforts. That said, the
South Korean president did not foreclose re-entering peace talks with the North. To that end, he
said, in a national radio address "I am very aware there are people who are concerned about the
recent series of North Korean threats. But you do not need to worry too much. The government is
ready to sit down with North Korea at any time and resolve every issue."

Multilateral talks aimed at halting North Korea's nuclear ambitions in exchange for aid saw some
progress in recent years, however, the diplomatic efforts have slowed more recently. Indeed, the
stance by the new South Korean leader, which was crafted by his nominee for Unification
Minister, Hyun In-taek, appears to have brought diplomacy to a halt. In fact, North Korea has
threatened to end all talks with the South if Hyun was confirmed for the job.

Amidst this growing imbroglio, some analysts have said that efforts by the Obama administration in
the United States could potentially thaw increasingly cold relations between the two Koreas.
Obama’s Secretary of State, Hillary Clinton, was scheduled to travel to Asia in mid-February
2009. See below for details about relations with the United States and impact on peninsula

Korea, South Review 2016 Page 133 of 487 pages



Korea, South

relations.

At the start of February 2009, it was reported that North Korea was preparing to test-fire the long-
range Taepodong-2 missile. Then, by mid-month, North Korea was declaring its right to launch a
satellite as part of its “space program.” Since North Korea has, in the past, characterized rocket
launches in similar terms, it was believed that the term “space program” or satellite launch was
associated with the anticipated missile launch.

In March 2009, North Korea was threatening to go to war with any entity that tried to shoot down
the (aforementioned) satellite it intended to launch. A statement by the North Korean military read,
"We will retaliate any act of intercepting our satellite for peaceful purposes with prompt counter-
strikes by the most powerful military means." It also included the following assertion: "Shooting
our satellite for peaceful purposes will precisely mean a war." In a presumed effort to augment its
warning, North Korea said its military was placed on full combat alert. This warning came at a
time when scheduled joint military exercises between South Korea and the United States were
about to commence. Meanwhile, the newly-appointed United States envoy to North Korea,
Stephen Bosworth, who was in Asia to revitalize six-party denuclearization talks, noted that a
launch by North Korea would be "ill advised."

In early April 2009, North Korea said that its attempt to launch a satellite into orbit ended in failure
with parts of the rocket landing in the Pacific Ocean. But such an end did little to quell the
international outcry. Throughout, the United States and South Korea have said that North Korea's
claim of launching a satellite in space was just a cover for an actual missile test of the Taepodong-
2. Accordingly, they have urged the United Nations Security Council to issue a strong response at
an impending emergency session, which was called by Japan. The United States, South Korea and
Japan regard the launch to be an abrogation of United Nations Security Resolution 1718, which in
2006 banned North Korea from ballistic missile activity. On the other side of the equation, China
and Russia have advocated a restrained and measured response.

Late in April 2009, North Korea announced that it was withdrawing from multilateral disarmament
talks and restarting its operations at the Yongbyon nuclear plant. This decision to withdraw from
the negotiating table and resume reprocessing spent fuel rods came after the United Nations (UN)
Security Council decided to impose sanctions on three North Korean companies. That decision by
the UN Security Council was reached in the aftermath of a controversial missile launch. North
Korea maintained that it had simply launched a satellite in space and so characterized the
international reaction as "a wanton violation of the UN charter."

On May 25, 2009, North Korea said that it had successfully conducted an underground nuclear
test. Several independent entities confirmed that a powerful explosion had been registered,

resulting in the conclusion that it was caused by the nuclear test. The actual location of the testing
was unknown but South Korea noted that a seismic tremor had been detected in the north-eastern
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part of the country close to Kilju.

Geopolitical analysts were trying to determine why North Korea had chosen to move from
negotiations to a clearly confrontational stance. Two years earlier, North Korea agreed to close its
nuclear facility at Yongbyong and comply with international monitoring of its nuclear assets. In
exchange, it was to be the recipient of a generous aid package. Later, however, North Korea
withdrew from long-running multilateral negotiations and stopped inspectors from monitoring
progress related to the denuclearization of the Korean Peninsula.

There was some speculation that after a woeful harvest, with up to a quarter of the North Korean
population in desperate need of food aid, according to the World Food Programme, Pyongyang
may have been trying to divert attention from this internal crisis. There was also some suggestion
that the domestic worries may have prompted an internal power struggle, which ultimately may
have spurred this action by hard-liner within the regime.

For its part, Pyongyang appeared to indicate its motive via a communique announced on state
radio, which asserted that the underground nuclear testing had been "successfully conducted... as
part of measures to enhance the Republic's self-defensive nuclear deterrent in all directions.” The
statement went on to note that the test was intended to "contribute to safeguard the sovereignty of
the country and the nation and socialism.” Pyongyang also offered assurances that the
underground nuclear testing had ensued in a safe manner with advanced technology.

International news agencies reported that in addition to the underground nuclear test, North Korea
also test-fired two short-range missiles. There were reports that the test firing of these missiles was
aimed at disrupting the ability of United States’ surveillance of the nuclear testing.

The international community -- including reliable allies of North Korea, such as China and Russia -
- reacted with outrage and condemnation to these collective actions, which occurred just a month
after North Korea test fired a long-range missile capable of reaching Asia as well as parts of the
United States. Crisis talks were convened in South Korea. A spokesman for South Korean
President Lee Myung-bak said that North Korea’s decision to conduct nuclear testing was a "grave
challenge" to international non-proliferation efforts.

Russia, which was at the helm of the rotating presidency, called for an emergency session of the
United Nations (UN) Security Council, noting that North Korea had violated UN Security Council
Resolution 1718. Indeed, UN Security Council Resolution 1718 exists in tandem with Article 41 of
Chapter VII of the UN Charter and compels compliance by all member states. A nuclear test
would be an unassailable violation of UN Security Resolution 1718, which itself imposed sanctions
in North Korea after it conducted a previous test in 2006.

Not surprisingly, the UN Security Council rapidly reacted with a strenuous statement of
condemnation, registering North Korea’s contravention of the resolution, demanding that North
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Korea return to multilateral talks aimed at denuclearization, and reminding all member states that
they must comply with sanctions imposed on North Korea. The UN Security Council also made
clear that further action, in the form of a new resolution with stronger measures, was in the offing.

On May 27, 2009, the North Korean military announced that it was abandoning the armistice that
brought an end to Korean War. The North Korean military said that this action was being taken in
response to South Korea's decision to participate in the Proliferation Security Initiative (PSI).
North Korea said that South Korea's decision to join PSI -- a United States-led effort to patrol the
oceans in search of nuclear weapons -- was tantamount to a "declaration of war" and promised
military action if its shipping vessels were intercepted. In another development, South Korean
media reported that steam had been observed emanating from North Korea's nuclear plant at
Yongbyon -- a sign indicating North Korea had decided to recommence the manufacture of
weapons-grade plutonium.

Attention returned to geopolitics in June 2009 when the United Nations Security Council decided to
impose harsh new sanctions against North Korea in response to the nuclear test carried out in May
2009. Included in the new sanctions regime was the expected provision for the increased
inspection of North Korean cargo not only on shipping vessels, but also on land and by air, and it
authorized the destruction of any materials suspected of being linked to weapons of mass
destruction. The new sanctions regime also expanded the arms embargo against North Korea,
effectively prohibiting the sale of heavy and small arms by North Korea.

Undeterred, North Korea was said to be preparing for another missile test into the Pacific. As
well, the United States military was reportedly tracking a North Korean ship -- the Kang Nam 1 --
under suspicion of carrying banned cargo. At issue was the heightened sanctions regime approved
by the United Nations Security Council, which provided for the increased inspection of North
Korean cargo by all United Nations member states, the destruction of any materials suspected of
being linked to weapons of mass destruction, and a complete prohibition of the sale of heavy and
small arms by North Korea.

On July 2, 2009, North Korea test-fired four short-range missiles. According to South Korea's
Yonhap News Agency, two surface-to-ship missiles had been fired from the port of Wonsan while
the other two were launched from Sinsang-ni. All four were fired into the Sea of Japan, which
South Korea regards as the "East Sea." The missile tests were not surprising as Pyongyang issued
warnings to shipping vessels, urging them to avoid coastal waters. Two days later, North Korea
was suspected of firing another seven ballistic missiles. These seven Scud-type missiles were
launched from an east coast base and, as before, fell into the Sea of Japan, also known as the East
Sea.

The timing of the missile tests coincided with the United States' celebration of its Independence
Day on July 4, 2009, and was regarded as a clear act of defiance against Washington.
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Nevertheless, the United States was joined by Russia and China in calling for calm. Russia and
China urged North Korea to return to the negotiating table and said all parties should work to avoid
further destabilization of the region. The United States also said that the tense situation should not
be exacerbated. Using highly restrained language, a United States Department of State official said
the volley of missile tests were "not helpful" and said that North Korea should not "aggravate
tensions" but instead "focus on denuclearization talks." While British Foreign Secretary David
Miliband echoed this sentiment by saying that tensions on t he Korean peninsula should remain "at
manageable levels," Japan and South Korea struck a somewhat harsher tone in saying that the
missile launches constituted an "act of provocation."

South Korea and North Korea agreed to the arrange reunions for separated families from either
side of the Korean peninsula. The reunions were scheduled to be held from September 26, 2009

to October 1, 2009 in the Mount Gumgang area. The agreement was forged following talks
between delegates from the respective Red Cross societies in North Korea and South Korea. A
joint statement read as follows: "The South and the North will continue to cooperate on the issue
of separated families and other humanitarian issues involving the Red Cross." The program of
reuniting Korean families commenced in 2000 following a landmark inter-Korean summit. Since
that time, the two sides have held several reunions and orchestrated a number of video exchanges
although the last such meetings took place in October 2007. Soon thereafter, South Korea's hard
line government of President Lee Myung-bak came to power, bilateral relations devolved, and the
program was suspended. This 2009 agreement could be illustrative of a possible breakthrough
between the two sides.

On October 12, 2009, North Korea fired five short-range missiles into Sea of Japan (also known
as the East Sea). The surface-to-surface KN-02 missiles with a range of 75 miles were launched
south of Musudan-ri in the North Hamgyeong Province. As a precaution, North Korea had
banned shipping vessels from the waters off the east and west coasts from October 10 to October
20, 2009, according to the Yonhap news agency. It was the first missile launches by North Korea
in several months and came after North Korea said that it was willing to return to multilateral talks
about its nuclear program.

On November 10, 2009, South Korean and North Korean ships exchanged heavy fire at sea in
South Korean waters when a North Korean patrol boat traversed the Northern Limit Line, which
demarcates the boundary between the two Koreas. The exchange of fire was described as having
lasted only for a short period of time and left a North Korean vessel in flames but with no
casualties on the South Korean side. There was no information available on the casualties -- if any
-- from Pyongyang. Whereas the South Korean authorities characterized the incident as
"accidental," the North Koreans said it was an "armed provocation."

Despite this incident, United States Secretary of State Hillary Clinton said that talks between
Washington and Pyongyang would go forward, as planned. Speaking at the Asia-Pacific
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Economic Cooperation summit in Singapore, Secretary Clinton said, "This does not in any way
affect the decision to send ambassador Bosworth. We think that this is an important step that
stands on its own." To that end, Bosworth was expected to travel to Pyongyang for direct talks
with the North Koreans following the Asia-Pacific summit. It would be the first direct contact
between the United States and North Korea in more than a year. On the agenda during that
meeting would be the matter of North Korea's return to the stalled six-party talks on
denuclearization.

By early 2010, North Korea indicated that part of the new phase of negotiations on the
denuclearization of the Korean Peninsula should include a new peace treaty to replace the armistice
that ended the Korean War. North Korea said that a peace agreement should form the fulcrum of
negotiations on this matter and should be addressed prior to the return to six-party talks aimed at
ending Pyongyang's nuclear weapons program, or, as a central part of those multilateral
negotiations.

On January 29, 2010, North Korea reportedly fired artillery shells in the area of the Yellow Sea,
close to the country's maritime border with South Korea. It was third day that North Korea had
carried out such action, according to the South Korean military. Speculation abounded that the
provocative action by North Korea may have been aimed at forcing the United States and South
Korea to respond to its proposal for a peace treaty to officially end the Korean War, which has
effectively ceased via a prevailing armistice rather than an actual peace agreement. North Korea,
as discussed above, has argued that it cannot advance further denuclearization talks without the
foundation of a peace treaty.

In late March 2010, North Korea accused South Korea of carrying out psychological warfare by
facilitating journalist tours in the demilitarized border zone between the two countries.. North
Korea warned South Korea that there would be repercussions for these actions, claiming that the
tours allowed reporters to tour the zone and prepare "materials for anti-north smear campaigns." A

statement issued by Pyongyang said those these actions were in violation of the armistice, which
brought at ended to the hostilities in the 1950-1953 war. The statement also warned that the
United States would be held responsible for any negative fallout saying: "If the U.S. and the South
Korean authorities persist in their wrong acts to misuse the DMZ for the inter-Korean
confrontation despite our warnings, these will entail unpredictable incidents including the loss of
human lives in this area for which the U.S. side will be wholly to blame." Analysts have suggested
that this may be another circuitous attempt by North Korea to draw the United States into direct
negotiations and press for a treaty officially ending the war. North Korea earlier suggested that no
progress could be made on the denuclearization issue without such a treaty being forged.

Note that these developments came in the aftermath of the sinking of a South Korean military ship
on March 27, 2010, in the conflict ridden waters of the border zone. Both South Korea and the
United States said they did not believe that North Korea was involved in that incident. In April
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2010, investigations into the sinking of that South Korean warship near the North Korean border
cast new suspicions on Pyongyang's possible involvement, although Seoul was careful not to
expressly place the blame in that direction. Initial reports indicated that the underwater explosion
was caused by a torpedo. South Korean Defense Minister Tae-young said that a close range
external explosion appeared to have destroyed the vessel. In an interview with the media, the
South Korean cabinet minister said, "Basically, I think the bubble jet effect caused by a heavy
torpedo is the most likely cause." Kim was careful to refrain from speculating about who might be
behind the firing of a torpedo and said that the investigation still had to be completed.

South Korea confirmed in the third week of May 2010 that North Korea was behind the March
2010 incident in which one of its warships located in the conflict ridden waters of the border zone
was destroyed. South Korean investigators earlier said that a torpedo hit the ship, killing 46 people.
Despite knowing the cause of the sinking of the warship, South Korea had been circumspect in
ascribing blame. Now, however, South Korea was asserting that its neighbor to the north was
behind the mysterious incident. Clearly, South Korea's confidence in naming North Korea as the
responsible party would change the geopolitical landscape.

North Korea immediately responded by denying any such role, promising dire consequences, and
warning that war was inevitable if South Korea sought retribution. Pyongyang promised to cease
any cooperation with Seoul and warned that it would abrogate the North-South non-aggression
pact, if Seoul moved to retaliate. Moreover, Pyongyang issued a statement noting that "a war may
break out right now" and that it "will regard the present situation as the phase of a war and
decisively handle all matters arising in inter-Korean relations to cope with it."

For his part, South Korean Prime Minister Lee Myung-bak described the sinking incident as a
"surprise military attack from North Korea [that came] while South Korean people were resting
late at night." Prime Minister Lee also said his country would indeed take "resolute
countermeasures" against the North over the sinking of the war ship. Given Seoul's position that its
response would be "prudent," and the vulnerability of the South Korean people in terms of
proximity, it was unlikely that the response would involve military retaliation.

During a formal address on the matter, President Lee said his country would take the matter up at
the United Nations Security Council. He also announced the suspension of inter-Korean exchanges
and said that North Korean ships would be banned from passing through South Korean waters.
Explaining the rationale behind these measures, President Lee said, "We have always tolerated
North Korea's brutality, time and again. We did so because we have always had a genuine longing
for peace on the Korean peninsula." He continued, "But now things are different. North Korea will
pay a price corresponding to its provocative acts."

In response to South Korea's moves, North Korea severed all ties with its neighbor, including
communications links and the passage of ships and aircraft from territorial waters and airspace
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respectively. According to Pyongyang's official news agency, North Korea also intended to expel all
South Korean workers at a factory to the north of the border, which has jointly-administered.
Indeed, a statement publicized via the official news agency read as follows: "The Committee for
the Peaceful Reunification of Korea... formally declares that from now on it will put into force the
resolute measures to totally freeze the inter-Korean relations, totally abrogate the agreement on
non-aggression between the North and the South and completely halt the inter-Korean
cooperation,"

These developments did not bode well for the process of reconciliation between the two Koreas.
Still, Seoul seemed intent on winning the public relations war across the border. To this end, there
were plans to send propaganda leaflets and flash electronic billboard messages to North Korea,
explaining the sinking of the warship. As well, there were plans for the resumption of propaganda
broadcasts to North Korea for the same reason.

Earlier, United States Secretary of State Hillary Rodham Clinton, en route to Asia, made clear that
North Korea would have to face consequences for its apparent intemperate actions. On the
diplomatic front once in Asia, United States Secretary of State Clinton enjoyed little progress in
drawing China into the equation to place pressure on North Korea. The United States, which
firmly backed South Korea, was hoping for a joint response to the act of provocation from North
Korea. However, China offered only a call for all sides to demonstrate restraint. That said, in a
measure presumably intended to demonstrate solidarity and inflict some degree of intimidation, the
United States announced it would conduct joint anti-submarine naval exercises with South Korean
forces.

By the first week of June 2010, South Korea had referred North Korea to the United Nations over
the matter of the torpedoed warship. While South Korea seemed intent on forcing North Korea to
face consequences for its actions, it was not seeking a particular action by the international body.
Instead, South Korean President Lee Myung-Bak said during a speech in Singapore that "North
Korea must admit its wrongdoing." Speculation abounded that with China, which wields a veto on
the United Nations Security Council, unlikely to support the notion of sanctions against North
Korea, South Korea was likely to be seeking some other form of international rebuke against the
North. For its part, North Korea dispatched a letter to the United Nations Security Council
rejecting claims it sank the South Korean warship. North Korea also warned the international body
to refrain from debating the issue, saying that it should instead facilitate Pyongyang's own internal
inquiry into the incident.

In late October 2010, North Korean and South Korean troops exchanged fire across the border.
According to accounts from authorities in Seoul, North Korean troops fired two rounds in the
direction of a front line unit at Hwacheon, prompting South Korean troops to return fire. No
further exchange of fire followed the incident and there were no injuries to South Korean troops.
There was no consensus as to whether or not North Korea's actions constituted a direct
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provocation. Only days later on November 3, 2010, South Korea's navy fired warning shots at a
North Korean fishing vessel in maritime border waters.

In the last week of November 2010, an exchange of fire occurred between North Korean and
South Korean forces, leaving two South Korean marines dead, 16 other South Korean marines
injured, and three civilians wounded. At issue was the shelling of the inhabited Yeonpyeong Island
by North Korea, located in close proximity the disputed Yellow Sea maritime border, just off the
North Korean coast. South Korea, whose military was conducting military exercises in the waters
off Yeonpyeong Island, reportedly returned fire, spurring one of the most serious clashes between
the North and the South since the Korean War. Some fifty shells reportedly landed on the island,
largely hitting a South Korean military base in the area. South Korea returned a fire with about 80
shells; the casualties on the north side of the border were not known.

South Korean President Lee Myung-bak convened a meeting of the Joint Chiefs of Staff in the
capital city of Seoul. Following the meeting, he announced that the South Korean military would
punish North Korea for its attack, adding that it was vital that Pyongyang not engage in further
provocation.

For its part, Pyongyang placed the blame on South Korea for igniting the clashes. It should be
noted that Seoul disputes the North Korean version of the events that transpired. Nevertheless,
according to the state-run KCNA news agency, "The South Korean enemy, despite our repeated
warnings, committed reckless military provocations of firing artillery shells into our maritime
territory near Yeonpyeong Island." The North, therefore, was prepared to strike back if South
Korea "dares to invade our sea territory."

United States President Barack Obama characterized the incident an "outrageous, provocative act"
by North Korea. Russia struck a similar tone with Russian Foreign Minister Sergei Lavrov warning
of a "colossal danger" and characterizing those responsible for the clashes as carrying a huge
responsibility. The European Union also added its voice to the litany of condemnations. Japanese
Prime Minister, Naoto Kan, took a defensive stance in the national interests of his country, saying
that his government had to prepare for the occurrence of "any unexpected event."

But China, North Korea's closest ally, offered a murky suggestion that the two Koreas should "do
more to contribute to peace." A spokesperson for the Chinese government also called for
restarting six-party negotiations on North Korea's nuclear program -- a prospect that seemed
practically unlikely, given these latest developments. Indeed, according to South Korea's Yonhap
news agency, President Lee Myung-bak was reported to have informed a visiting Chinese foreign
policy adviser, Dai Bingguo, that his country (South Korea) was not interested in the resumption of
the multilateral nuclear talks; the South Korean leader apparently emphasized the importance of
immediately dealing with North Korea's aggressive actions of late.

In another development, South Korean Defense Minister Kim Tae-young came under fire for
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ignoring intelligence reports that alerted his country of possible attacks from the North, as well as
the country's slow and weak responses to the threat posed by Pyongyang. Perhaps not
surprisingly, he was forced to resign from his post.

To date, there have been occasional flare ups in the border regions since the Korean War ended
without a peace treaty in 1953. However, the attack on Yeonpyeong Island occurred at a time of
increased tensions between the two Koreas. Months earlier in March 2010, as discussed above,
South Korea accused North Korea of torpedoing one of its warships in the area of the western
maritime border, also known as the Northern Limit Line. For its part, North Korea has denied that
charge and has also insisted that South Korea engage in diplomatic talks with Pyongyang aimed at
easing tensions, or, deal with "catastrophic" consequences. Then, in late October 2010, as
discussed above, North Korean and South Korean troops exchanged fire across the border.
According to accounts from authorities in Seoul, North Korean troops fired two rounds in the
direction of a front line unit at Hwacheon, prompting South Korean troops to return fire. No
further exchange of fire followed the incident and there were no injuries to South Korean troops.
There was no consensus as to whether or not North Korea's actions constituted a direct
provocation. Only days later on November 3, 2010, South Korea's navy fired warning shots at a
North Korean fishing vessel in maritime border waters.

At the time, South Korea sought to downplay the incidences or the prospects of trouble emanating
from the North. Indeed, during a news conference focused on an impending summit in Seoul,
South Korean President Lee Myung-bak had said, "I don't think the North will try to do anything
when leaders of the international community are meeting to discuss the world economy." He
continued, "I trust the North won't do anything but still we are fully prepared."

On the other side of the border, while North Korea has a history of making provocative moves,
many analysts said that it was unlikely that Pyongyang would seek to alienate the international
community, especially at a time when it has been revealing its new leadership succession team to
the world. Earlier, President Kim Jong-il's son was given a military promotion, and sanctioned as
the likely successor to the ailing leader. Of course, as illustrated by the events in late November
2010 on Yeonpyeong Island, it was apparent that the path of provocation was the one being
traversed by North Korea.

Attention was on the matter of why North Korea would seek to heighten the state of volatility on
the Korean Peninsula. Perhaps, for North Korea, this is a simple matter of defending its interests.
However, it could well be that the aforementioned analysts interpreted the matter of leadership
transition incorrectly. It could well be that North Korea is not concerned with the matter of
alienating the international community. Instead, at this time of leadership transition from ailing
President Kim Jong-il to his son, the priority from Pyongyang is to establish North Korea's power,
and to show the military elite in North Korea that the named successor is not afraid to embrace a
muscular stance in relation to the South, and indeed, the world.
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The situation on the Korean peninsula has been made more complicated by the November 2010
revelation that North Korea constructed a new nuclear facility. A nuclear scientist from Stanford
University in the United States, Dr. Siegfried Hecker, said that during a visit to North Korea, he
was shown a new nuclear facility. There -- at the new nuclear facility at the Yongbyon nuclear
complex to the north of the capital of Pyongyang -- he viewed "more than 1,000 centrifuges" for
enriching uranium -- elements needed for the production of nuclear weapons.

Since the nuclear facility did not exist when international nuclear weapons inspectors were
expelled from North Korea in 2009, it was clear that it had been constructed quickly. But Dr.
Hecker noted that the facility boasted a high level of sophistication, and as reported in the New
York Times, it included an "ultra-modern control room." According to Dr. Hecker, the facility
appeared oriented for the use of civilian nuclear power. Noting that there was no sign of plutonium
production, which is needed for weapons proliferation, Dr. Hecker nonetheless cautioned in an
interview with the Associated Press that the new facility could be "readily converted to produce
highly enriched uranium bomb fuel."

Dr. Hecker additionally shored up previous reports that North Korea has been constructing a light-
water nuclear reactor. His observations on the ground in North Korea appeared to coincide with
satellite imagery depicting the construction of the reactor at Yongbyon. Typically, light-water
reactors are associated with civilian energy usage, however, uranium enrichment is part of the
process, it was not inconceivable that further enrichment could potentially ensue at weapons-grade
levels.

To date, North Korea is believed to have sufficient weaponized plutonium for about six atomic
bombs, although there has been little evidence to suggest that the country has actively pursued a
weapons program. That being said, Western powers have been advocating a resumption of the
stalled six-party talks dealing with North Korea's nuclear program.

In November 2010, a senior United States Department of State envoy, Stephen Bosworth, was in
Asia on a trip aimed at reviving the multilateral negotiations. However, this latest act of provocation
by North Korea on Yeonpyeong Island left the United States with no choice but to disengage from
the multilateral diplomatic process, essentially ruling out the resumption of six-party talks on North
Korea's nuclear disarmament for the foreseeable future.

On Nov. 23, 2010, in an interview with ABC News, United States President Barack Obama
characterized North Korea's shelling of Yeonpyeong Island as "a serious and ongoing threat that
needs to be dealt with. President Obama also reaffirmed his country's alliance with South Korea,
describing that country as an important ally. He said, "We strongly affirm our commitment to
defend South Korea as part of that alliance." The United States president also noted, "We want to
make sure all the parties in the region recognize that this is a serious and ongoing threat that needs
to be dealt with." This statement appeared to target China, as he continued saying that Pyongyang
needs to know "that there are a set of international rules they need to abide by."
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By the close of November 2010, tensions on the Korean peninsula remained high, as South Korea
and the United States carried out joint military exercises in the Yellow Sea, to the south of the
disputed maritime border. North Korea said it viewed the previously -arranged military exercises as
a provocation and warned of retaliation if there was any violation of its territorial waters. A
statement from Pyongyang broadcast by the state-controlled KCNA news agency read as follows:
"We will deliver a brutal military blow on any provocation which violates our territorial waters."

At the start of December 2010, South Korea took a highly assertive position. The South Korean
defense minister-designate, Kim Kwan-jin, warned that North Korea would face a harsh response,
including air strikes, if it dared to act aggressively in the future. Kim Kwan-jin's remarks were
made in parliament as he answered questions during his confirmation hearing. In response to the
question of how he would react to another violent action by North Korea, Kim Kwan-jin said, "If
North Korea provokes again, we will definitely use aircraft to attack North Korea." Clearly, this
posture by South Korea was a marked departure from its long-held restraint in the face of North
Korea's provocations. Making clear that it intended to maintain this assertive posture, South Korea
also said that it was going to carry out military drills from the aforementioned Yeonpyeong Island,
even though North Korea has condemned those plans and warned that it would retaliate with force.
With Pyongyang and Seoul at odds with one another in such a marked fashion, there were
heightened anxieties about the renewal of war on the Korean peninsula.

Yet even with those fears at hand, the landscape became even more complicated when in mid-
December 2010, South Korea said that it suspected North Korea of secretly enriching uranium at
locations beyond its main nuclear site at Yongbyon. South Korean Foreign Minister Kim Sung-
hwan would not confirm a media report that North Korea was home to three more plants where
uranium enrichment could take place, however, he admitted to having suspicions along these lines.
During a news conference, he said, "It is a report based on what is still intelligence and let me just
say that we have been following this issue for some time." Should this claim be proved correct,
North Korea could conceivably possess material -- potentially for building more nuclear bombs.
Moreover, such actions would fly in the face of renewed nuclear disarmament talks, which were
already on a downward slide as a result of North Korea's latest aggressive actions (as discussed
above).

By the third week of December 2010, intense dissonance characterized relations on the Korean
peninsula for the myriad reasons discussed above. Former New Mexico Governor Bill Richardson,
who also served as ambassador to the United Nations, was acting as an unofficial United States
envoy in the region, with an eye on reducing the level of tensions. That job, however, was not
helped when United Nations meetings on the matter ended with no resolution. Nevertheless, there
were signs of progress when North Korea began to reverse course, effectively moving away from
its threats to take retaliatory action against South Korea for the aforementioned military drills. The
shift from Pyongyang came after South Korea evacuated residents from the area on and around
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Yeonpyeong Island and launched fighter jets from its terrain. Analysts surmised that the strong
stance from South Korea may have forced North Korea to rethink the likely consequences of
making good on expressed threats. As explained by Governor Richardson, "South Korea was able
to flex its muscles, and North Korea reacted in a statesmanlike manner." But despite these
encouraging indications, on Dec. 23, 2010, the rhetoric between the two Koreas was on the rise
once again. South Korea's president was promising harsh retaliation if his country was again
attacked, while North Korean was warning of a "sacred" nuclear war, if provoked.

Meanwhile, Governor Richardson -- a seasoned diplomat -- who has had years of experience
negotiating with the North Koreans, announced that North Korea was willing to offer concessions
in regard to their nuclear program. In an interview with the Associated Press, Governor Richardson
said, "We had positive results." He continued, "I hope this will signal a new chapter and a round of
dialogue to lessen tension on the Korean peninsula." Given the increasing concerns about North
Korea's capacity to build nuclear bombs, this development was welcomed. But, as United States
Department of State spokesman, P.J. Crowley, cautioned, "North Korea talks a great game. They
always do. The real issue is what will they do. If they are agreeable to returning IAEA
[International Atomic Energy Agency] inspectors to their country, they need to tell the IAEA that."

In a New Year's message at the close of 2010, North Korea appeared to strike a conciliatory note
as it called for dialogue with South Korea. North Korea was reported to have called for "a lasting
peace system on the Korean Peninsula," which it said should be made "nuclear-free through
dialogue and negotiations." Heightened tensions have marked relations between the two Koreas
since the sinking of a South Korean warship by the North earlier in 2010, and reached a nadir at
the close of the year, following the shelling of Yeonpyeong Island (under South Korean
jurisdiction) by the North. For its part, Seoul opted to take a more aggressive stance in relation to
Pyongyang since these events by carrying out military exercises in the border zones and increasing
its rhetoric. Now, the call for improved relations by Pyongyang may have been interpreted as a
shift in stance, aimed at lowering tensions on the Korean peninsula. However, Pyongyang's
message, which was publicized via North Korean state media, went onto to warn of increased
military strength. The New Year's message said that North Korea's military would "conduct intense
combat training in an atmosphere of actual battle as required by the tense situation."

On Feb. 9, 2011, bilateral talks between the two Koreas were reported to have broken down.
Delegates from North Korea and South Korea had been meeting in the border village of
Panmunjom with the intent of working through a number of sensitive cross-border issues. There
were hopes that the security talks would ease tensions between the two Koreas, which reached a
nadir after the shelling of a South Korean island by North Korean forces in November 2010.
Significantly, these discussions were intended to set the foundation for further, higher-level,
negotiations. However, the disintegration of these talks meant that there was no consensus on an
agenda for future meetings.
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In July 2011, good news was brewing in the realm of foreign relations. The United States and
North Korea completed a set of exploratory discussions, which were mutually characterized as
positive. These bilateral talks were intended to be a precursor to the resumption of multilateral
denuclearization negotiations. To that end, Ambassador Bosworth said that his country would
enter consultations with South Korea and other countries involved multilateral negotiations that
have been ongoing for years, to consider how to proceed further with North Korea.

Later in August 2011, though, prospects for a return to multilateral talks were dimmed when an
imbroglio ensued between North Korea and South Korea. The situation was spurred when shells
from North Korea were fired close to the maritime border with South Korea. In response, the
South Korean navy fired warning shots towards North Korea. According to South Korean
sources, artillery shells from North Korea landed in the Yellow Sea close to Yeonpyeong Island,
which is under Seoul's jurisdiction. Further rounds were fired on the same day. Defense officials
from South Korea surmised that the initial firing of shells may have been due to training exercises
by North Korea. Nevertheless, South Korea wasted no time in responding with warning shots. It
should be noted that Yeonpyeong Island was in the global purview in late 2010 when North Korea
fired shells in that direction, leaving four people dead and triggering the outrage of South Korea and
its allies.

As the month drew to a close, tension increased when five South Koreans were arrested for spying
on behalf of North Korea. South Korean prosecutors said that the five individuals
conveyed sensitive military and political information to the North over a period of two decades.
Among the sensitive material were satellite images of major military installations, as well as field
manuals of United States forces in South Korea. All five individuals were accused by South
Korean authorities of violating the country's national security law, engaging in espionage, and
communication with an enemy.

It should be noted that in December 2011, North Korean leader, Kim Jong-il, died leaving his son,
Kim Jong-un, as the new leader of that country. It was yet to be seen how this development
would influence relations between the two Koreas.

See "Special Report" below as regards North Korea's provocative actions related to its nuclear
program. See "Special Notes" below regarding recent bilateral relations between the two Koreas.

Relations with Japan

South Korea and Japan normalized relations in 1965. In the past several years, besides developing
close and mutually beneficial economic relations, the bilateral relations of South Korea and Japan
at the government level have improved steadily and significantly. But in March 2005, Japan
reinstated its claim on a small group of islands whose sovereignty has been under dispute. South
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Korea, which has also claimed the islands, said that the move by Japan would have a damaging
effect on bilateral relations. South Korea and Japan share similar trepidation about a nuclearized
North Korea.

Relations with China

South Korea and China established full diplomatic relations in August 1992, and since then the two
countries have shed much of their Cold War enmity through economic ties. Two-way trade has
expanded dramatically, to nearly $24 billion in 1999 from $6.4 billion in 1992. They are now each
other's third-largest trading partners. Recently moves toward military relations began to emerge
between South Korea and China. In August 1999 South Korean Defense Minister Cho Sung-tae
visited China, and in January 2000 Chinese Defense Minister Chi Haotian paid a visit to South
Korea.

The South Korean government expects close military ties with China to help ensure peace and
stability on the Korean Peninsula, believing that China is in better position than any other power to
persuade North Korea to abandon its

dangerous nuclear and missile brinkmanship and blackmail strategy.

As for relations with Taiwan, Seoul-Taipei relations were soured when South Korea switched its
diplomatic recognition to China in 1992. South Korea reiterated its stance of continuing the "one
China" policy, saying that South Korea-Taiwan relations are confined to the economic and private
sectors.

Regional blocs

Meanwhile, South Korea has exerted itself in developing cooperative relations with countries in the
Asia-Pacific region. It is a founding member of the Asia Pacific Economic Cooperation (APEC)
forum. It also has participated in ASEAN (Association of Southeast Asian Nations) plus three
summits along with Chinese and Japanese leaders to discuss economic and security issues with the
ASEAN countries.

Other Significant Relations

Relations with the United States

A strong security relationship with the United States (U.S.) is an essential part of South Korea's
foreign policy. In the 1954 U.S.-R.O.K. Mutual Defense Treaty, the United States agreed to help
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the Republic of Korea defend itself against external aggression. In support of this commitment, the
United States currently maintains approximately 37,000 service personnel, including the Army's
Second Infantry Division and several Air Force tactical squadrons. To coordinate operations
between these units and the 650,000-strong Korean armed forces, a Combined Forces Command
(CFC) was established in 1978. The head of the CFC also serves as commander in chief of the
United Nations Command (UNC) and the U.S. Forces in Korea (USFK).

Several aspects of the security relationship have changed as the U.S. moves from a leading to a
supporting role. Since 1991, South Korea and the United States have shared the cost of keeping
American troops in the peninsula. South Korea also has agreed to pay a larger portion of USFK's
stationing costs, and to promote changes in the CFC command structure. On Dec. 1, 1994,
peacetime operational control authority over all South Korean military units still under United
States operational control was transferred to the South Korean Armed Forces.

Despite recent dramatic developments in the relationship between the two Koreas, South Korea
still sees a close security cooperation with the United States and Japan a crucial priority in its
policies on North Korea. South Korea's close relationship with the United States, especially as
regards the war in Iraq, has exacted a difficult toll at times.

Note: In late June 2008, angry South Koreans took to the streets in the capital city of Seoul to
protest the resumption of beef imports from the United States (U.S.). Since 2003, South Korea
suspended beef imports from the U.S. after a case of "mad cow" disease was identified. Now, in
2008, the ban was being lifted, effectively allowing shipments of U.S. beef to enter South Korea.

However, despite assurances that U.S. beef was safe, many South Koreans were not assuaged and
decided to register their discontent in public demonstrations.

See "Political Conditions" for further details.

Editor's Update:

In mid-July 2007, 23 South Koreans were taken hostage by the Taliban in Afghanistan while
traveling from Kandahar -- a Taliban stronghold -- to the Afghan capital of Kabul on a Christian
mission. It was the most significant group abduction by the Taliban since the fall of its regime in
2001.

The Taliban said that the captives were in good health but would be killed if the Afghan
government did not release several Islamic militants from prison. The Taliban also demanded the
exit of the 200 South Korean forces operating in Afghanistan. South Korean forces were already
scheduled to withdraw from Afghanistan later in the year. South Korean envoys traveled to
Kabul to work with the Afghan government on securing the release of the hostages. These efforts
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were grounded in serious diplomacy and were aimed at ensuring that the South Koreans were
released safely. For its part, the Taliban extended its deadline for negotiations for the purpose of
having their demands met. One South Korean hostage -- the group's leader, Bae Hyung-Kyu --
was reported to have killed on July 25, 2007.

By the close of July 2007, Afghan President Hamid Karzai said that his government was expending
its best efforts to free the surviving 22 South Korean hostages -- most of whom were females --
held by the Taliban. Karzai condemned their abductions as a "shameful" reflection of Islamic
religion and Afghan culture. There were also reports that the Afghan government was not
foreclosing the use of military action to free the South Korean missionary workers. However, the
Afghan government noted that it would not participate in a prisoner exchange.

On the other side of the equation, a spokesperson for the Taliban said that a new deadline would
be set for the killing of the hostages. To that end, in an interview with Agence France Presse,
Yousuf Ahmadi said that if the Afghan government did not meet its demands for the release of
several Islamic militants from prison, some of the South Koreans would be killed. Indeed, on July
30, 2007, one male South Korean hostage was shot to death because the Taliban said that the
government was not responding appropriately to its demands.

Pope Benedict XVI entered the political fray to excoriate the Taliban kidnappers whom he said
were acting against "the most basic rules of civilization."

Editor's Note:

Foreign Policy involving new Obama Administration in the United States (as of early 2009
-2011)

Before arriving in Asia on her first overseas trip, United States Secretary of State Hillary Clinton
warned North Korea against any "provocative action and unhelpful rhetoric." En route to Asia,
Clinton said that North Korea had to adhere to its commitments to dismantle its nuclear programs.
She said, "The North Koreans have already agreed to dismantling...We expect them to fulfill the
obligations that they entered into."

But the United States’ top diplomat was also critical of the Bush administration for abandoning the
1994 agreement with North Korea, which was forged during the presidency of Bill Clinton. The
1994 framework, which called for North Korea to give up its weapons program, collapsed when
the Bush administration accused Pyongyang of maintaining a parallel (secondary) enriched uranium
program. Clinton suggested that Pyongyang's decision to restart its nuclear program may have been
partially due to the Bush administration's intemperate accusations of North Korea.
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Clinton was confronted with a significant challenge on the trip to Asia, and particularly, the Korean
peninsula. Amidst devolving relations between Pyongyang and Seoul, North Korea was hinting that
it was preparing to test-fire the long-range Taepodong-2 missile. Accordingly, she was tasked with
taking a strong positions on, first, the missile test, and second, on North Korea’s nuclear
ambitions, while also working to reinvigorate the diplomatic process in the region and improving
relations between Pyongyang and Washington.

To these ends, Clinton warned that relations between her country and North Korea were unlikely
to improve unless Pyongyang was willing to engage in dialogue with Seoul. Clinton, who was
speaking in the South Korean capital, took a sharp tone as she called on North Korea to bring an
end to its nuclear ambitions, consistent with the provisions of United Nations Security Council
Resolution 1718. She also characterized the notion of a missile test as “provocative.”

Nevertheless, Clinton made clear that diplomacy was the central focus of her objectives by
announcing a special envoy to North Korea. Clinton named former Ambassador Stephen
Bosworth, who served in South Korea from 1997 to 2000, to that role.

As noted above, by the start of February 2009, it was reported that North Korea was preparing to
test-fire the long-range Taepodong-2 missile. Then in March 2009, North Korea was threatening
to go to war with any entity that tried to shoot down the satellite it intended to launch. A statement
by the North Korean military read, "We will retaliate any act of intercepting our satellite for
peaceful purposes with prompt counter-strikes by the most powerful military means." It also
included the following assertion: "Shooting our satellite for peaceful purposes will precisely mean a
war." In a presumed effort to augment its warning, North Korea said its military was placed on full
combat alert. This warning came at a time when scheduled joint military exercises between South
Korea and the United States were about to commence. Meanwhile, the newly-appointed United
States envoy to North Korea, Stephen Bosworth, who was in Asia to revitalize six-party
denuclearization talks, noted that a launch by North Korea would be "ill advised."

By the spring of 2009, North Korea's attempt to launch a satellite into orbit resulted in an
international outcry. Throughout, the United States and South Korea have said that North Korea's
claim of launching a satellite in space was just a cover for an actual missile test of the Taepodong-
2. Accordingly, they have urged the United Nations Security Council to issue a strong response.
The United States, South Korea and Japan regard the launch to be an abrogation of United Nations
Security Resolution 1718, which in 2006 banned North Korea from ballistic missile activity.

North Korea's announcement that it was withdrawing from multilateral disarmament talks and
restarting its operations at the Yongbyon nuclear plant -- made in the spring of 2009 -- was not

expected to improve the foreign relations climate.

Then, on May 25, 2009, North Korea said that it had successfully conducted an underground
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nuclear test. Several independent entities confirmed that a powerful explosion had been
registered, resulting in the conclusion that it was caused by the nuclear test. As noted above,
condemnation from the international community -- including the United States, as expected, as well
as Russia and China -- followed this action. As well, the United Nations issued its own scathing
rebuke and warned that a new resolution was in the works.

Meanwhile, United States Ambassador to the United Nations, Susan Rice, also said that the
formulation of a new resolution with more stringent measures would commence right away. Rice
said, "The US thinks that this is a grave violation of international law and a threat to regional and
international peace and security. And therefore the United States will seek a strong resolution with
strong measures."

As noted above, on May 27, 2009, North Korea announced its withdrawal from the armistice that
ended the Korean War and restarted its nuclear operations at Yongbyon.

Also as noted above, by early 2010, North Korea indicated that part of the new phase of
negotiations on the denuclearization of the Korean Peninsula should include a new peace treaty to
replace the armistice that ended the Korean War. North Korea said that a peace agreement should
form the fulcrum of negotiations on this matter and should be addressed prior to the return to six-
party talks aimed at ending Pyongyang's nuclear weapons program, or, as a central part of those
multilateral negotiations.

As noted above in May 2010, the United States expressed support for the measures taken by
South Korea in response to the sinking of a warship by North Korea.

As noted above, by the close of 2010, the United States was stepping away from possible
multilateral negotiations with North Korea following a spate of aggression by the North towards the
South. See above for details.

In July 2011, some good news was brewing in the realm of foreign relations. The United States
and North Korea completed a set of exploratory discussions, which North Korea's envoy, Vice
Foreign Minister Kim Kye Gwan, characterized as positive. Speaking of his meetings with United
States Ambassador Stephen Bosworth, the Obama administration's leading representative on North
Korean affairs, Kim Kye Gwan said, "Yesterday and today we discussed comprehensively, with
Mr. Bosworth, matters of mutual interest. The talks were very constructive and businesslike and
we continue to maintain contacts." For his part, Ambassador Bosworth said, "These discussions
are designed to explore the willingness of North Korea to take concrete and irreversible steps
toward denuclearization." These bilateral talks were intended to be a precursor to the resumption
of multilateral denuclearization negotiations. To that end, Ambassador Bosworth said that his
country would enter consultations with South Korea and other countries involved multilateral
negotiations that have been ongoing for years, to consider how to proceed further with North
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Korea.

Later in August 2011, though, prospects for a return to multilateral talks were dimmed when an
imbroglio ensued between North Korea and South Korea, as discussed above. The situation was
spurred when shells from North Korea were fired close to the maritime border with South Korea.
In response, the South Korean navy fired warning shots towards North Korea. According to South
Korean sources, artillery shells from North Korea landed in the Yellow Sea close to Yeonpyeong
Island, which is under Seoul's jurisdiction. Further rounds were fired on the same day. Defense
officials from South Korea surmised that the initial firing of shells may have been due to training
exercises by North Korea. Nevertheless, South Korea wasted no time in responding with warning
shots. It should be noted that Yeonpyeong Island was in the global purview in late 2010 when
North Korea fired shells in that direction, leaving four people dead and triggering the outrage of
South Korea and its allies.

As the month drew to a close, tension increased when five South Koreans were arrested for spying
on behalf of North Korea. South Korean prosecutors said that the five individuals conveyed
sensistive military and political information to the North over a period of two decades. Among the
sensitive material were satellite images of major military installations, as well as field manuals of
United States forces in South Korea. All five individuals were accused by South Korean
authorities of violating the country's national security law, engaging in espionage, and
communication with an enemy.

It should be noted that in December 2011, North Korean leader, Kim Jong-il, died leaving his son,

Kim Jong-un, as the new leader of that country. It was yet to be seen how this development
would influence relations between the two Koreas.

Special Report

In April 2012, attention was on North Korea's plan to launch a satellite into orbit. Pyongyang
announced a month prior that it would launch an "earth observation" satellite, or the
Kwangmyongsong-3, using a long-range rocket. The event was intended to mark the 100th
birthday of its late leader Kim II-Sung. Of course, such a move would be contrary to the prevailing
United Nations resolutions, which prohibits North Korea's use of long-range intercontinental
ballistic missile technology, as well as the aforementioned "denuclearization for food" agreement,
the latter of which requires North Korea to adhere to a moratorium on nuclear tests and long-range
missile launches.

Not surprisingly, all the other countries involved in multilateral negotiations -- South Korea, Japan,
China, Russia, and the United States -- expressed dismay over this plan by North Korea. Victoria
Nuland of the United States Department of State pointed to the concurrence and urged North
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Korea to rethink the satellite launch saying, "Obviously, we were heartened that every single one of
the six-party talks participants made clear that they think that this would be an extremely bad idea
and a violation of U.N. Security Council resolutions, so we are hoping and expecting that the
DPRK will take that to heart." The United States also noted it would be "very hard" to go forward
with its planned food assistance if North Korea moved ahead with the plan to launch a satellite into
orbit.

The geopolitical complexity of the Korean peninsula became more complicated when the White
House in the United States announced that President Barack Obama intended to visit the world's
most heavily militarized border -- the Korean Demilitarized Zone (DMZ). The White House
explained that the trip to the DMZ was intended to convey the president's support for the 30,000
United States troops stationed in South Korea, and to augment bilateral relations between
Washington and Seoul. In a press briefing, Daniel Russel, Asia director for the White House
National Security Council, said: "The DMZ is the front line of democracy in the Korean Peninsula,
and it's the symbol of the U.S. and [South Korean] resolve, as well as solidarity. So a visit by the
president there to see and to thank the U.S. and the South Korean service members makes perfect
sense."

After his visit to the DMZ, President Obama was set to attend a global summit aimed at reducing
the risk of nuclear terrorism in the South Korean capital of Seoul. In addition to the controversial
and difficult issues of nuclear development in Iran and North Korea, the summit also addressed the
threats posed by nuclear terrorists, as well as radiological materials that could be used to construct
a "dirty bomb" (i.e. a bomb that would spread radiological contamination rather than causing a
nuclear explosion). Also on the agenda was a plan for nuclear power stations to convert to low-
enriched fuel. Due to the complexity of these issues, it was unlikely that new agreements and
concurrence would be found anytime soon despite the participation of 50 countries at the Nuclear
Security Summit. Notably absent from the list of participants at the summit were North Korea
and Iran.

During his trip to Asia for the Nuclear Security Summit, President Obama reiterated his call for "a
world without nuclear weapons" and advanced his foreign policy agenda that advocates non-
proliferation and the reduction of nuclear weapons through increase diplomacy.

In a speech to students at South Korea's Hankuk University of Foreign Studies, President Obama
said the United States -- the only nation to have ever used nuclear weapons -- was fully committed
to reducing its stockpile of nuclear arms. The United States leader said his country had a "moral
obligation" to pursue strategic arms cuts. President Obama also drew thunderous applause from
the audience of students when he said that, as a father, he did not wish to see his daughters
growing up in a world with nuclear threats.

"I say this as president of the only nation ever to use nuclear weapons," Obama said. "I say it as a
commander in chief who knows that our nuclear codes are never far from my side. Most of all, 1
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say it as a father, who wants my two young daughters to grow up in a world where everything they
know and love can't be instantly wiped out."

President Obama acknowledged his country's unique position in the world but noted that "serious
sustained global effort" was needed to achieve his expressed hope for a nuclear weapons-free
world. Addressing the matter of North Korea's nuclear ambitions, President Obama made clear
that the United States held "no hostile intent" to that country, but warned there would be "no
rewards for provocation."

President Obama went on say: "The United States has no hostile intent toward your country...We
are committed to peace. And we are prepared to take steps to improve relations, which is why we
have offered nutritional aid to North Korean mothers and children." President Obama continued,
"But by now it should be clear, your provocations and pursuit of nuclear weapons have not
achieved the security you seek -- they have undermined it. Instead of the dignity you desire, you're
more isolated. Instead of earning the respect of the world, you've been met with strong sanctions
and condemnation. You can continue down the road you are on, but we know where that leads. It
leads to more of the same -- more broken dreams, more isolation, ever more distance between the
people of North Korea and the dignity and the opportunity that they deserve."

Meanwhile, in his speech at the nuclear summit, President Obama reiterated the warning already
issued by his government that the long-range missile launch to place a satellite in orbit would only
result in isolation for Pyongyang. He said, "With respect to North Korea, we are going to be both
sending messages to North Korea that they should not go forward with this missile launch, which
would violate existing U.N. Security Council resolutions. And our hope is, is that we can resolve
these issues diplomatically."

President Obama also joined South Korean President Lee Myung-bak in noting that North Korea
would be subject to further sanctions if it did not cancel its launch plans. Making clear the options
available for North Korea, President Obama addressed the leadership of that country saying, "You
can continue with the road you are on but we know where that leads...Today, we say: Pyongyang,
have the courage to pursue peace."

For his part, Kim Jong Un -- North Korea's new leader -- appeared to be following his father's
footsteps in the realm of rhetoric as he deemed the nuclear summit to be "a childish farce."
Earlier, Pyongyang asserted that denunciations of North Korea would amount to a "declaration of
war."

Pyongyang was also signaling that it had no intention of pulling back from its missile launch to sent
a satellite into orbit. Instead, South Korean sources were reporting that North Korea moved a
long-range rocket to a launch pad close to the Chinese border. As well, satellite imagery appeared
to depict preparations for the launch, which Pyongyang had said would take place between April
12-16, 2012. The guidance was that the rocket would follow a trajectory that would take it close
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to south-western Japan.

Accordingly, Japan's defense ministry made it clear that it had ordered the Self-Defense Forces
(SDF) to intercept North Korea's rocket launch, if necessary, using its missile shield. Japanese
authorities also alerted rescue personnel that they would be mobilized to deal with potential
disasters, should the veer off course. Already, the South Korean government had said that it
would shoot down any North Korean rocket that strayed into its territory. As well, the United
States was sea-based X-band radar into the Pacific to monitor the launch. Upset about the prospect
of rocket debris affecting countries of the Pacific, President Benigno Aquino III of the Philippines
called on Pyongyang to abandon the launch plans.

It should be noted that the Obama administration in the United States canceled its food aid
program to North Korea due to that country's decision to move forward with the satellite launch.

An official from the Pentagon was cited as saying: "Why we're not providing that food assistance
at this point is because our confidence in their ability to meet their agreements has been diminished.
We do not use it as a lever to change their policies."

A week ahead of the timeline expected for the North Korean missile launch, President Kim Jong
Un warned that any country that dared to interfere with its plans would face "immediate, resolute
and merciless punishment." In a statement published by the Korean Central News Agency, the
North Korean leader asserted: "(Any country that) intercepts the satellite or collects its debris will
meet immediate, resolute and merciless punishment." Pyongyang also warned South Korea against
intercepting the rocket booster, should it stray into South Korean territorial waters. Pyongyang
promised that an interception by Seoul would bring about "the end of everything in South Korea."

On April 10, 2012, the United States was reiterating its warnings to North Korea that the launch of
a new missile would be "a clear and serious violation" of international agreements. White House
press secretary Jay Carney said in an interview with journalists: "The proposed missile launch, if
conducted, would represent a clear and serious violation of North Korea's obligations under two
United Nations Security Council resolutions that explicitly prohibit North Korea from testing
ballistic missiles." Carney said the United States intended to work allied countries on implementing
consequences for North Korea, should it proceed with its provocative missile launch; Carney noted
that United States food aid to North Korea could be cut off.

By April 13, 2012, news emerged from North Korea that although that country attempted to
launch its satellite into space, the long-range rocket failed to reach orbit. Despite the spectacular
failure of the mission, the attempted action was nonetheless widely condemned by the international
community. Notably, members of the Group of Eight industrial nation states issued a joint
condemnation, noting that the launch was in clear violation of United Nations Security Council
resolutions prohibiting intercontinental missile deployments.

In a related development, South Korean officials were noting that new satellite imagery suggests
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that North Korea was preparing to carry out a nuclear test. The imagery depicted piles of earth and
sand at the entrance of a tunnel at a nuclear site, where previous nuclear bomb testing was carried
out in 2006 and 2009. An anonymous source was quoted by Agence France Presse as saying:
"Recent satellite images led us to conclude the North has been secretly digging a new underground
tunnel in the nuclear test site... besides two others where the previous tests were conducted."
Given the aforementioned launch failure, there were some suggestions that North Korea might try
to "save face" by moving forward with an even more provocative act -- quite possibly, a nuclear
test. Of course, such an act would be regarded as a clear move down the path of confrontation by
North Korea's regional neighbors as well as Western powers.

By the third week of April 2012, presumably as a cautionary move, South Korea announced that
it had deployed missiles with a range of 625 miles. The weapons would be able to strike nuclear
targets inside North Korea.

As April 2012 entered its final week, North Korea was ratcheting up the militaristic rhetoric as it
threatened to initiate military action against South Korean targets and characterized South Korean
President Lee Myung-bak a "traitor" and "scum." In a statement, Pyongyang issued the following
threat: "The special actions of our revolutionary armed forces will start soon to meet the reckless
challenge of the group of traitors. Once the ... special actions kick off, they will reduce all the rat-
like groups and the bases for provocations to ashes in 3 or 4 minutes ... by unprecedented peculiar
means and methods of our own style."

Meanwhile, reports suggested that North Korea was close to completing preparations for a nuclear
test. This move -- if successful -- would constitute North Korea's third nuclear test after two in
2006 and 2009. The global community was watching events unfold in North Korea closely as
Pyongyang may now have the capacity to conduct a test using highly enriched uranium for the
very first time. This development would presage North Korea's possible ability to significantly
build up its stocks of weapons-grade nuclear material. As well, it would facilitate the manufacture
of a nuclear warhead to mount on a long-range missile. Should North Korea go forward with its
third nuclear test, it would be a clear example of the limits of China's influence on the paranoid
regime ruling North Korea today.

At the start of 2013, the United Nations tightened sanctions against North Korea. This move was
made in response to North Korea's December 2012 rocket launch. For its part, North Korea
reacted with anger and promised strong retaliation. All expectations were that another nuclear test
might be in the offing, although North Korea was raising the anxiety of the international community
by raising the rhetoric and threatening an even harsher actions. North Korea warned of retribution
against the United States, which it described as a "sworn enemy." The following statement was
issued via the official Korean Central News Agency: "We do not hide that a variety of satellites and
long-range rockets will be launched and a nuclear test of higher level will be carried out in the
upcoming new phase of the anti-U.S. struggle, targeting against the U.S., the sworn enemy of the
Korean people." Pyongyang soon expanded its threats to noted that it would take action against
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South Korea, if it participated in the United Nations sanctions regime. China's official Xinhua
News Agency was also reporting that Pyongyang intended to walk away from multilateral six-part
talks since "the U.N. Security Council has been reduced into an organization bereft of impartiality
and balance."

On Feb. 12, 2013, seismic activity in North Korea suggested that North Korea may have selected
an even earlier date to go forward with its third nuclear test. The seismic shock activity was
emanating from the same area where North Korea conducted its 2006 and 2009 nuclear tests. Kim
Min-seok of the South Korean Defense Ministry indicated that country's belief, saying, “We
believe that North Korea has conducted a nuclear test." Meanwhile, the United States Geological
Survey indirectly confirmed that the test had taken place as it noted the shock appeared to be one
kilometer underground and was consistent with a nuclear blast. According to Lassina Zerbo, the
director of the international data center of the Comprehensive Nuclear-Test Ban Treaty
Organization, the magnitude of the test was twice as large as the 2009 nuclear test. It should be
noted that initial reports suggested the use of plutonium in this nuclear test, which tends to be
suited for use as a missile warhead.

North Korea itself soon confirmed that it had carried out its third underground nuclear test, which
it said involved a "miniaturized" nuclear device. As reported in a statement by the state-run KCNA
news agency: "It was confirmed that the nuclear test that was carried out at a high level in a safe
and perfect manner using a miniaturized and lighter nuclear device with greater explosive force
than previously did not pose any negative impact on the surrounding ecological environment."

North Korea claimed its third nuclear test was an act of self-defense against "U.S. hostility" and
warned that further moves might be in the offing. Via the state-controlled KCNA news agency,
Pyongyang claimed that the nuclear test "was only the first response" taken "with maximum
restraint." Pyongyang warned that further actions were in the offing, saying: "If the United States
continues to come out with hostility and complicates the situation, we will be forced to take
stronger, second and third responses in consecutive steps."

The chorus of condemnation from the international community was broad and vociferous. United
Nations Secretary General Ban Ki-moon wasted no time in condemning North Korea's nuclear
test, which he emphasized was a "clear and grave violation" of United Nations resolutions. NATO
cast the nuclear test as an "irresponsible act" that posed a serious threat to world peace. China,
North Korea's closest ally, demanded an audience with the North Korean ambassador in Beijing,
while Foreign Minister Yang Jiechi said China was "strongly dissatisfied and resolutely opposed" to
the nuclear test. In a statement, United States President Barack Obama argued for a swift
response, asserting: "The danger posed by North Korea's threatening activities warrants further
swift and credible action by the international community. The United States will also continue to
take steps necessary to defend ourselves and our allies."
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The United Nations Security Council convened an emergency meeting later on Feb. 12, 2013, to
discuss future measures. During that meeting, the permanent and rotating member nations of the
United Nations Security Council unanimously condemned North Korea's latest nuclear test and
warned that "appropriate measures" would be in the offing.

Clearly, North Korea would be faced with the prospects of international action. Even its closest
ally, China, via its state-controlled media, urged North Korea not to go forward with such a
provocative action and warned that North Korea would pay a "heavy price" if it proceeded with
the test. Of course, in the realm of international jurisprudence, heavy costs have come in the form
of harsh sanctions by the United Nations Security Council, which have done little to curtail North
Korea from going forward with its missile program and nuclear development agenda. Indeed, the
very existence of sanctions have not stopped North Korea from repeatedly violating the
Comprehensive Nuclear Test Ban Treaty.

With news circulating in the first week of March 2013 that a draft of a United Nations Security
Council resolution against North Korea had been crafted, Pyongyang wasted little time in
registering its anger. On March 5, 2013, North Korea warned that it would end its 1953 armistice
(ceasefire) that brought a conclusion to the conflict with South Korea, without officially ending the
Korean War. North Korea also demanded that the United States and South Korea end its ongoing
military drills in the region, referring to them as a "dangerous nuclear war targeted at us."
Furthermore, the Korean People's Army warned that it would carry out stronger actions in
response to the "hostile" policies of the United States and South Korea. It was apparent that North
Korea was prepared to take an aggressive stance in the face of international pressure.

On March 7, 2013, the United Nations Security Council unanimous adopted Resolution 2094
censuring North Korea for its February nuclear test and imposing an even stricter sanctions regime
on that country. Included in those new sanctions were provisions to target the financing sources
of North Korea's nuclear and missile technology, but there were additional penalties imposed on
North Korea in the realm of banking, travel, transportation, and trade.

As stated by United States Ambassador to the United Nations, Susan Rice, "The strength, breadth
and severity of these sanctions will raise the cost to North Korea of its illicit nuclear program.
Taken together, these sanctions will bite and bite hard." South Korea's Ambassador to the United
Nations, Kim Sook, said the time had come for North Korea to "wake up from its delusion" of
becoming a nuclear state. He continued, "It can either take the right path toward a bright future and
prosperity, or it can take a bad road toward further and deeper isolation and eventual self-
destruction." Meanwhile, United Nations Secretary-General Ban Ki-moon said the unanimous
adoption of the resolution delivered a strong message to North Korea that its pursuit of nuclear
weapons would not be tolerated by the international community.

In addition to scrapping its non-aggression agreements with South Korea, North Korea responded
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to the news of international action by saying that it would be cutting off the North-South hot-line.
Installed in 1971, the hot-line was created to provide direct communication at times of increased
tensions and also to organize the transfer of persons and goods through the heavily fortified
Demilitarized Zone. Clearly, the disabling of the hot-line was not only symbolic of the breakdown
in bilateral relations between the two Koreas, there were also practical and security implications.

It should be noted that North Korea has also shockingly threatened to launch pre-emptive nuclear
attacks on the United States and South Korea in response to the joint military drills, which it said
were proof of the United States' intent to go to war. A belligerent North Korea said via its Foreign
Ministry that the United Nations' action would "compel" that country to take "countermeasures" in
short order. Furthermore, it declared in a statement: "Now that the U.S. is set to light a fuse for a
nuclear war, the revolutionary armed forces of the DPRK will exercise the right to a pre-emptive
nuclear attack to destroy the strongholds of the aggressors and to defend the supreme interests of
the country." North Korea even threatened to transform Washington and Seoul into "a sea in
flames" with "lighter and smaller nukes."

For its part, South Korea was undeterred and moving forward with the very joint military drills
(with the United States) that earned outrage and threats from Pyongyang. Still, South Korean
Foreign Minister Yun Byung-se said on March 11, 2013, that his country would try to re-engage
with North Korea with an eye on shifting the climate from tension and threats to cooperation. In an
address, Yun said his goal was to "turn this era of confrontation and mistrust into an era of trust
and cooperation with North Korea." Yun further asserted: "The security situation on the Korean
Peninsula for now is very grave as the unpredictability surrounding North Korea is rising following
its third nuclear test."

As March 2013 was drawing to a close, North Korea increased its belligerent rhetoric and said that
missile and artillery units were combat-ready and aimed at United States and South Korean
targets. In a statement broadcast on the state-controlled Korean Central News Agency (KCNA),
the Korean People's Army's Supreme Command said: "From this moment, the Supreme Command
puts all of its field artillery including strategic rocket units and long-range artillery units into the No.
1 combat ready posture." The statement further delineated targets in South Korea and the United
States -- from its military installations in the Pacific to Hawaii and the mainland. Indeed, a North
Korean spokesperson was on the record saying, “The U.S. should not forget that the Anderson Air
Force Base on Guam, where B-52s take off, and naval bases in Japan proper and Okinawa, where
nuclear-powered submarines are launched, are within the striking range of [North Korea’s]
precision strike means." North Korea said that its motivation was driven by the priority "to
safeguard our sovereignty and the highest dignity [of leader Kim Jong Un] through military
actions."

The United States responded with its own statement as follows: "North Korea's bellicose rhetoric
and threats follow a pattern designed to raise tensions and intimidate others. While the United
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Nations Command, Combined Forces Command and U.S. Forces Korea continue to maintain the
armistice, North Korea continues its provocative behavior and rhetoric. The Republic of Korea-
U.S. alliance is strong and we remain committed to the defense of [South Korea]."

Then, on March 30, 2013, North Korea declared it was in a "state of war" with South Korea nd
that its the long-standing truce with the South had ended. A statement from Pyongyang read as
follows: "From this time on, the North-South relations will be entering the state of war and all
issues raised between the North and South will be handled accordingly. The long-standing situation
of the Korean peninsula being neither at peace nor at war is finally over." In response, the South
Korean defense ministry denounced the war threat and issued its own statement, which read as
follows: "Our military is maintaining full preparedness to leave no blind point in safeguarding the
lives and safety of the people." As well, South Korean President Park Geun-hye noted that her
country was taking the threats from North Korea "very seriously." She said, "If there is any
provocation against South Korea and its people, there should be a strong response in initial combat
without any political considerations."

For its part, the United States military command in South Korea dispatched a statement that read
as follows: "North Korea will achieve nothing by threats or provocations, which will only further
isolate North Korea and undermine international efforts to ensure peace and stability in Northeast
Asia."

Matching its words with concrete illustrations, the United States was also displaying its military
versatility by deploying B-2 and B-52 planes with nuclear capabilities over South Korea, while also
flying F-22 Raptor fighter jets from Japan to South Korea's Osan Air base. As well, as noted
below, the United States said it would deploy additional ballistic-missile interceptors along the
country's Pacific Coast, with an eye on protecting the United States from a potential attack from
North Korea. As well, the United States moved its sea-based X-Band radar platform, normally
based in Hawaii, closer to the North Korean coast, with the intent of monitoring potential attempts
from North Korea to launch a long-range missile. By April 2013, the United States additionally
decided to deploy an anti-missile system to Guam.

Tensions on the Korean Peninsular escalated on April 2, 2013 when the state-controlled Korean
Central News Agency (KCNA) of the North Korea announced that it would be re-opening its main
nuclear complex at Yongbyon and restarting its nuclear reactor there.

The Yongbyon complex was home to both a uranium enrichment facility and a nuclear reactor; it
was closed as a part of a 2007 agreement between North Korea and a multilateral cadre, including
China and the United States. The agreement mandated the closure of the reactor at Yongbyon in
lieu of one million metric tons of heavy fuel oil as well as humanitarian aid benefits. The
agreement was only really in effect for a couple of years since North Korea resumed the
reprocessing of fuel rods stored at the site in 2009, complaining that it did not receive the desired
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level of energy assistance.

This 2013 decision to open the Yongbyon complex and restart operations of the nuclear reactor
was illustrative of the intensification of dissonance on the Korean peninsular ongoing since late
2012. But it was also a disturbing development as it showed that the new leader of North Korea,
Kim Jong-un, was not interested in continuing to honor a deal approved by his late father, Kim
Jong-il. Clearly, the international community was now regarding the paranoid and alienated nation
state of nuclearized North Korea through the valence of anxiety.

Reflecting this sentiment, United Nations Secretary-General Ban Ki-moon said he was "deeply
dismayed" by North Korea's decision to re-open the main nuclear complex at Yongbyon and restart
the nuclear reactor. He further condemned the provocative actions declaring: "The current crisis
has already gone too far. Nuclear threats are not a game. Aggressive rhetoric and military posturing
only result in counter-actions, and fuel fear and instability."

Secretary General Ban urged all partied to engage in urgent talks as "the only way to resolve the
current crisis." However, with North Korea cutting off its military hot-line with South Korea,
canceling its armistice with that country, using the rhetoric of war, and re-opening its Yongbyon
facility, it seemed that authorities in Pyongyang were not in the mood for productive diplomatic
engagement.

Indeed, a day later on April 3, 2013, North Korea has ceased border crossing access for South
Koreans into the jointly-administered Kaesong industrial zone. Since Kaesong has been viewed as
a tacit symbol of the state of geopolitical relations and the last significant arena of cooperation
between the two Koreas, the cessation of cross-border access at the industrial zone was regarded
as a disturbing development.

By April 4, 2013, the state-controlled Korean Central News Agency (KCNA) said the military had
"ratified" an attack on United States interests. The KCNA statement further noted that North
Korean troops had been authorized to counteract American aggression with "powerful practical
military counteractions," including nuclear weapons, and involving "cutting-edge smaller, lighter,
and diversified nuclear strike means." The KCNA statement included the following warning: "The
moment of explosion is approaching fast. No one can say a war will break out in Korea or not and
whether it will break out today or tomorrow." The expressed nuclear threat was the most blatant
and belligerent exposition from the North Korean regime on global stability in recent memory.

Raising the threat to another level, Pyongyang also told foreign embassies that it could not
guarantee their safety in the event of conflict.

In a speech to the National Defense University in Washington, United States Defense Scretary
Chuck Hagel noted that the recent actions of the North Koreans "present a real and clear danger."
Meanwhile, Russian foreign ministry spokesperson, Alexander Lukashevich, observed that North
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Korea's actions may very well foreclose the notion of multilateral negotiations . He cast
Pyongyang's attempts to violate decisions of the United Nations Security Council" as
"categorically unacceptable," and issued the following warning: "This radically complicates, if it
doesn't in practice shut off, the prospects for resuming six-party talks."

On April 5, 2013, Western officials were confirming reports that North Korea had moved a
medium-range missile, known as a Musudan or Nodong B, to its east coast. It was unknown if the
move was to be interpreted as a threatening gesture , with a warhead mounted on the missile, or
part of the preparations for test firing. There was growing suspicion that North Korea might, in
fact, be preparing to carry out yet another missile test. It should be noted that while this
Musidan/Nodong B missile has a range of 3,000 kilometers (1,875 miles), which would put all of
South Korea, Japan, and possibly Guam in its range, there was no test history to ensure precision.
As noted by Greg Thielmann, a senior fellow at the Arms Control Association, "A missile that has
never even had a flight test is not an operational system and is not a credible threat." Of course, a
missile launch might be in the offing for the purpose of acquiring that test history.

By April 10, 2013, South Korean sources said that North Korea appeared to be preparing to launch
the Musudan mid-range ballistic missile that had been moved to the east coast, and warned that
North Korea might even be preparing the fire the Musudan simultaneously with shorter range
Nodong and Scud missiles. The missiles launch could conceivably coincide with the celebration of
the birthday of Kim Il-sung, the country’s founder.

Meanwhile, the rhetoric from North Korea continued to be bellicose with North Korean state
media asserting that the scenario on the Korean Peninsula situation was "inching close to a
thermonuclear war," and authorities in Pyongyang warning foreign nationals in South Korea to
evacuate from that country. The Obama administration in the United States, via White House
spokesperson, Jay Carney, characterized North Korea's statements as "unhelpful." Carney
continued, "This kind of rhetoric will only further isolate North Korea from the international
community and we continue to urge the North Korean leadership to heed President Obama's call to
choose the path of peace and to come into compliance with its international obligations."

It should be noted that the foreign ministers of the so-called G-8 countries -- the United States, the
United Kingdom, France, Germany, Italy, Canada, Japan, and Russia -- have condemned North
Korea's recent actions, and warned of consequences in North Korea conducts either a missile
launch or a nuclear test. On April 12, 2013, United States Secretary of State John Kerry traveled
to South Korea and accentuated this multilateral warning, saying "If Kim Jong-Un decides to
launch a missile, whether it is across the Sea of Japan or some other direction, he will be choosing
willfully to ignore the entire international community."

A day later, Secretary of State Kerry met with Chinese leaders to find ways to end the geopolitical
crisis brewing on the Korean peninsular. Following that meeting, Secretary Kerry said that the
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United States and China were both calling for North Korea to refrain from further provocative
actions. It was clear that the international community was united in its stance against North Korea's
recent acts of dangerous provocation.

Secretary of State John Kerry ended his Asian trip with a call for negotiations to end the
dissonance and emphasizing the imperative of finding a diplomatic solution. He said, "The United
States remains open to authentic and credible negotiations on denuclearization, but the burden is on
Pyongyang. North Korea must take meaningful steps to show that it will honor commitments it has
already made, and it has to observe laws and the norms of international behavior."

Meanwhile, with an eye on decreasing the tensions between the two Koreas, South Korean
President Park Geun-hye called for peaceful dialogue. But North Korea was quick to reject the
overture, characterizing the offer of talks as a "cunning ploy." If that response was any indication,
North Korea remained defiant in the face of international pressure.

April 15,2013 -- the anniversary of North Korea's founder's birth -- passed fairly quietly, without
a continuation of the bellicose war threats and even free of a huge military parade showcasing
North Korean military might. The hopes that North Korea might be digesting the call for talks, and
that the heated geopolitical climate had cooled for the moment, dissipated as Pyongyang issued
new threats of war. A statement via state-controlled media was issued as follows: "Our retaliatory
action will start without any notice from now."

It should be noted that South Korea responded to the recent actions of North Korea by deploying
two warships with the Aegis missile defense systems on the east and west coasts. As well, Japan
deployed missile defense systems around Tokyo to defend against any missile threat by North
Korea.

On April 18, 2013, North Korea's National Defense Commission issued a statement via the official
Korean Central News Agency, demanding that the United States and South Korea withdraw "all
nuclear war making capabilities from the region," with an eye on future dialogue. North Korea also
called for Washington and Seoul to apologize for its aggression.

In response, a spokesperson for the White House, Josh Earnest, said that the Obama
administration was committed to denuclearization of the Korean peninsular and was open to
"authentic and credible negotiations." Earnest noted that the actions and rhetoric from North
Korea "actually indicate the opposite." He added, "We also need to see some clear evidence that
the North Koreans themselves are willing to live up to their international obligations, are willing to
demonstrate their commitment to ending the nuclear program, something they've promised in the
past."
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By April 21, 2013, North Korea was reported to have moved two short-range missile launchers to
the east coast. According to a South Korean military source in a report by the South Korean
Yonhap news agency, satellite imagery showed the transfer of two mobile missile launchers suitable
for short-range Scud missiles to the South Hamgyeong province. Earlier in the month, as noted
above, two mid-range Musudan missiles were place on launchers on the east coast. Collectively,
these actions indicated that a missile launch might be in the offing -- possibly to mark the
anniversary of the founding of the North Korean military on April 25. However, that date passed
without any events of note.

In the last week of April 2013, South Korea called on North Korea to engage in dialogue over the
Kaesong industrial complex, which had become a flashpoint in the ongoing crisis between the two
Koreas. Regarded as a symbol of cooperation between North Korea and South Korea, the decision
by the North to block access to the jointly-run industrial complex was interpreted as a clear sign of
deteriorating relations, devolving diplomacy, and the slide towards confrontation. That slide
became more precipitous when North Korea outright rejected the invitation to engage in talks.
South Korea, therefore, responded by withdrawing its nationals from the Kaesong industrial zone
in the interests of safety.

On May 6, 2013, CBS News reported that the two Musudan medium-range missiles, which had
been moved to the east coast of North Korea weeks prior, were now removed from the launch
site. Those missiles, as discussed above, had sufficient range to reach Japan as well as the United
States territory of Guam in the Pacific.

The movement of the missiles was being interpreted in some circles as a cooling of the heated
tensions on the Korean Peninsular. Of course, with the start of the spring farming season, it was
also possible that many members of the army were -- as they do each year -- necessarily turning
their attention to the planting effort.

Regardless of the rationale, the removal of the Musudan missiles from the launch site conceivably
indicated that the threat posed by North Korea was reduced at this time, if only on a temporary
basis. Indeed, since the Musudan is a mobile missile, it could well be transported back to the
launch site in short order. As noted by a senior United States official from the National Security
Council in an interview with BBC News, it was "premature to celebrate it as good news," given
North Korea's record of unpredictable behavior to date. Striking a similar tone, George Little, a
Pentagon spokesperson, characterized North Korea's most recent stance as "a provocation pause."

May 2013 saw North Korea carry out a series of short-range missile tests from its east coast. As
global leaders attempted to bring down the level of tensions on the Korean Peninsular, and even
after North Korea pulled back its two medium range missiles from its launch pad, the firing of four
-- albeit short range -- missiles was being regarded as a provocation. It was not known if North
Korea was trying to re-ignite geo-political tensions or if the tests were routine exercises intended to
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simply show military might. Regardless, United Nations Secretary General Ban Ki-moon urged
North Korea to refrain from carrying out any further missile tests and "resume dialogue."

On June 6, 2013, North Korea proposed convening talks with South Korea over the jointly-
administered Kaesong industrial zone, which had been shut down months earlier amidst heightened
tensions. The proposal also included a provision to restart tours at the Mount Kumgang resort,
which was suspended when a South Korea tourist was shot by a North Korean guard in 2008.

In regards to the more recent closure of the industrial complex, more than 50,000 North Korean
workers at Kaesong were withdrawn and South Koreans and supplies were banned entry as part of
North Korea's illustration that it was in a "state of war" with South Korea. As intimated above in
the "Background" note, the Kaesong complex has often been viewed as a symbol of cross-border
cooperation between the two Koreas and its closure augured negatively as regards the overall geo-
political security on the Korean Peninsular. But with North Korea's Committee for the Peaceful
Reunification of Korea offering the overture of dialogue on Kaeosong and Mount Kumgang, it
was believed that an effort was being made to de-escalate tensions and move to a more
constructive footing.

North Korea's Committee for the Peaceful Reunification of Korea issued the following statement
outlining its proposal of dialogue: "We propose holding talks between authorities of the North and
South for the normalization of operations at Kaesong and the resumption of tours to Mount
Kumgang on the occasion of the anniversary of the June 15 joint declaration." South Korea's
Ministry of Unification, which administers inter-Korean affairs, said the government in Seoul was
"considering the proposal in a positive light." Earlier, South Korea made it clear that given the
precipitous and dangerous decline in bilateral relations during the first part of 2013, it would not
only consider government level engagement with North Korea.

One day later on June 7, 2013, South Korea accepted North Korea's offer of bilateral talks but
insisted that rather than have them take place in the North Korean border town of Kaesong, that
the dialogue site be in the truce village of Panmunjom in the demilitarized zone between the
countries. South Korea also noted that it was interested in taking up a range of issues, including
the Kaesong Industrial Complex, the tourist center at Mount Kumgang, and the notion of family
reunions. The North reacted to South Korea's stance in a rare show of cordiality asserting the
following via a statement: "We appreciate the fact that the South side promptly and positively
responded to the proposal made by us for holding talks between the authorities of both sides."

It should be noted that the North Korean government in Pyongyang also said that if Seoul accepted
its proposal, it would also re-establish the emergency hotline channels, which were severed earlier

in the year, as noted above.

But optimism about diplomatic progress between the two Koreas plummeted on June 11, 2013,
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when despite the fact that preliminary talks on technical and administrative details were reported to
have gone smoothly. By June 13, 2013, more details emerged related to the cancellation of the
negotiations. The cause was attributed to the composition of the respective delegations at the
negotiating table in the first ministerial level talks since 2007.

Originally, South Korean Unification Minister Ryoo Kihl-jae was slated to lead South Korea's
delegation. When South Korea requested that North Korea send Kim Yang-gon, an adviser to
North Korean leader Kim Jong-un, to the talks, North Korea declined. Seoul then decided to
dispatch Vice-Unification Minister Kim Nam-shik to lead its delegation instead. North Korea took
offense to the apparent "downgraded" level of South Korean officials present at the talks and
decided to withdraw completely. North Korea placed the blame on South Korea for "arrogant
obstruction" and "deliberate disturbance" resulting in the aborted negotiations. North Korea further
characterized South Korea's decision to change the composition of its delegation in this manner as
"the height of discourtesy and disrespect unprecedented in the history of the North-South
dialogue".

For its part, South Korea said it was disappointed with North Korea's response. South Korea also
made it clear that it would not be offering to participate in negotiations with North Korea at any
point in the near future. As noted by South Korean Prime Minister Chung Hong-won: "In the past,
we have made infinite concessions to the North, but the time has come to hold talks where both
sides are represented by officials of the same level."

At the start of July 2013, relations between the two Koreas seemed to be moving in a more
productive direction when North Korea agreed to hold talks on the Kaesong industrial complex,
only hours after South Korea suggested the meeting. It was hoped that this overture would end
more positively than the situation in June 2013 when the proposed Kaesong discussions were
halted over procedural disagreements, as discussed just above. However, as of mid-July 2013,
there was no immediate agreement reached on resuming operations at their joint Kaesong industrial
complex.

With relations between the two Koreas at a stalemate of sorts in mid-June 2013 (subsequently
improved in early July 2013, as discussed above), it came as something of a surprise when North
Korea proposed direct talks with the United States. North Korea's National Defense Commission,
headed by North Korea's leader, Kim Jong-un, said it hoped for "serious discussions... to secure
peace and stability." The United States responded to this overture by saying it looked towards
"credible negotiations," made clear that North Korea had to be compliant with United Nations
resolutions and travel down the path of denuclearization. At the start of July 2013, North Korea
renewed its push for engagement with the United States when Choi Myung-nam, an international
affairs director at the North Korean Foreign Ministry, said Washington should take Pyongyang's
diplomatic offers seriously. It should be noted that while representatives of the United States and
North Korea have held meetings sporadically, the two sides have not engaged in high-level talks
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since 2009.

Meanwhile, in the third week of June 2013, North Korea was apparently building on its sudden
appetite for diplomatic engagement as it expressed an interest in restarting international nuclear
negotiations. According to China's foreign ministry, North Korean officials were now indicating
that they wanted to "peacefully resolve the nuclear issue." It should be noted that multilateral talks
between North Korea, South Korea, China, Japan, Russia, and the United States over North
Korea's controversial nuclear program collapsed in 2008. North Korea's renewed interest in
diplomatic engagement at the multilateral level came as a result of high-level strategic talks with
Chinese officials in Beijing. It was to be seen if an actual return to the multilateral negotiating table
was in the offing.

In mid-August 2013, the two Koreas were able to successfully reach an agreement to re-open the
jointly-administered Kaesong industrial complex. The accord between the two countries included a
provision ensuring that Pyongyang would never again shut the industrial complex -- often viewed
as a symbol of cross-border cooperation -- "under any circumstances." Another key provision of
the accord was the move to "internationalize" the Kaesong industrial complex by hosting foreign
visitors at the factory park. This element would effectively make it harder for North Korea to take
any unilateral action involving the facility. Left unspecified at the time was a precise date for the
reopening of the facility and the resumption of regular operations.

By September 2013 the two Koreas agreed on a "trial" start date of Sept. 16, 2013. It should be
noted that agreement was also forged in regard to exempting South Korean firms from taxes for the
rest of 2013 to offset losses incurred during the period of months when the complex was closed.

Agreement was also made to facilitate easier access to the complex for South Koreans carrying out
commercial responsibilities, and for the purpose of attracting foreign investors to the Kaesong
Industrial Complex.

Editor's Note
China declared air defense zone in East China Sea

In late November 2013, China tested the patience of the international community by declaring a
new defense zone in the East China Sea. To that end, China announced it was deploying
warplanes in the new air defense identification zone (ADIZ) for surveillance purposes. However,
Chinese Foreign Ministry spokesperson Qin Gang noted that if disputes occurred in the region, his
country hoped to resolve them through "peaceful means via friendly negotiation."

China's self-declaration of dominion over the territory and its warning that all airplanes passing
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through the area were to file flight plans and identify themselves or be prepared to deal with
"defensive emergency measures" likely raised the ire of neighbors. Indeed, the new air defense
identification zone (ADIZ) included contested territory claimed not only by China, but also Taiwan,
Japan, and South Korea. Of particular note were uninhabited but disputed islands in the area
known as Senkaku in Japan and Diaoyu by the Chinese. Their significance has, in the past,
focused on fishing rights and shipping lanes; however, there was also the possibility of fossil fuel
reserves in the area.

The United States Department of State characterized China's newly declared defense zone as "an
attempt to unilaterally change the status quo in the East China Sea" and accordingly warned that it
would "raise regional tensions and increase the risk of miscalculation, confrontation and
accidents." In defiance of China's decision to declare the new ADIZ, the United States and Japan
respectively ordered fighters jets to be flown through this area of the East China Sea. China was
thus prompted to scramble warplanes to monitor those American and Japanese fighter jets
crossing through the ADIZ.

For both Japan and the United States, the message was clear: they did not officially recognize

China's newly declared defense zone in East China Sea. That being said, the United States was
quick to note that its decision to fly fighter jets through the ADIZ was not intended to be a
provocative act. An official for the United States military told CNN News that its aircrafts and a
number of other Japanese military aircraft flew through the ADIZ without incident and as part of
scheduled routine operations. The military official was quoted as saying, "This is status quo. We
are not changing what we are doing. We are not trying to make a point with China. We fly U.S.
aircraft daily in international airspace in the region. This is normal."

South Korea also reportedly dispatched a military aircraft on a routine patrol flight into the ADIZ
and did not alert China of its flight plan. An official from the South Korean Defense Ministry said
the flight was routine and carried out twice a week; the South Korean official said the patrols
would continue irrespective of China's newly declared defense zone in East China Sea.

Still, several commercial airlines, such as Qantas Airlines and Singapore Airlines, were not prepared
to take any chances of their own and made it clear that they intended to act in accordance with
China's new regulations. As well, the United States advised American commercial carriers to
comply with China's new requirements for filing flight plans when they traverse the newly
declared ADIZ over the East China Sea for obvious security reasons. It was to be seen if the
matter would spark a dispute, especially since at least two Japanese airlines announced they would
not be complying with the new Chinese-dictated regulations.

Complicating matters was an announcement from South Korea on Dec. 8, 2013 that it was
expanding its own air defense zone, which that area partially overlapping with China's zone. At
issue was the Ieodo rock claimed by both countries and controlled by South Korea. As noted here,
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South Korea was already challenging China's ADIZ by flying its military aircraft through that zone.
The moves were expected to raise already-heightened tensions in eastern Asia.

Meanwhile, in the first week of December 2013, while United States Vice President Joseph Biden
was on a trip to Asia, the matter of China's self-declare air defense zone was a matter of
discussion. In a joint appearance with Japanese Prime Minister Shinzo Abe in Tokyo, Vice
President Biden said, "We, the United States, are deeply concerned by the attempt to unilaterally
change the status quo in the East China Sea. This action has raised regional tensions and increased
the risk of accidents and miscalculation." Biden said the United States was monitoring the situation
with Japan and South Korea and noted that "we will remain steadfast in our alliance
commitments." He continued, "The United States has an interest in the lowering of tensions in this
vital region. This underscores the need for crisis management mechanisms and effective channels
of communication between China and Japan to reduce the risk of escalation."

Vice President Biden then engaged in "very direct" talks regarding the ADIZ with Chinese
officials. While China asserted its view that its self-declare air defense zone was consistent with
"international law and practice," Vice President Biden pointed out that the move had caused
"apprehension" in Asia and he noted that China had "increasing responsibility to contribute
positively to peace and security." But Chinese Foreign Ministry spokesman Hong Lei said: "During
the talks the Chinese side repeated its principled position, stressing that the Chinese move accorded
with international law and practice." Thus, it was clear -- at least in the public purview -- that
neither the United States nor China were prepared to step back from the expressly-stated stances.

Update

Relations with North Korea

On Feb. 27, 2014, North Korea fired four short-range missiles over the sea off its eastern coast --
essentially to the north of the border with South Korea. The South Korea Yonhap News Agency
speculated that the missiles were Scud short-range missiles with a capacity of traversing 125 miles
and thus capable of reaching targets in South Korea but not as far as Japan.

On March 2, 2014, North Korea fired another two short-range missiles into the sea off the eastern
coast of the Korean peninsula. The South Korea Yonhap news Agency reported that the missiles
likely flew about 300 miles and were believed to be Scud-C models -- this time capable of
reaching targets in both South Korea and Japan.

In the third week of March 2014, North Korea fired a series of 30 short-range rockets into the sea
off the eastern end of the Korean peninsula. The rockets were thought to be Soviet-era FROG
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rockets that have been in North Korea's possession since the 1960s, and seemingly flew for more
than 35 miles before landing in the sea. This launch of the 30 FROG missiles came after other
such missile tests in the weeks prior, as discussed above.

In the last week of March 2014, North Korea test fired two medium range Nodong missiles, which
landed in the ocean between North Korea and Japan. The action essentially triggered a
condemnation from the United Nations Security Council, which noted that the missile launches
were a violation of prevailing United Nations resolutions, such as Security Council Resolutions
1718 and 1874 that prohibit North Korea from carrying out ballistic or nuclear activity. The
United Nations Security Council also warned of an "appropriate response" to come. Undeterred,
North Korea lashed back at the United Nations Security Council, characterizing its condemnation
as “absolutely intolerable” and justifying its own action as being a “self-defensive” move.

There were suggestions that North Korea was reacting to the annual joint military exercises by
United States and South Korean forces, which Pyongyang typically characterizes as acts of war
and aggression. Fueling the fire for North Korea was the flight of a United States nuclear-capable
B-52 bomber over South Korea. South Korean authorities have put forth the theory that North
Korea's missile launched constituted an "armed protest" against the joint South Korean-United
States military drills that were taking place.

Perhaps exasperated by North Korea's provocative acts and saber rattling, which were manifest
most recently by the missile launches, China had already entered the equation. Even before the
launch of the medium range missiles in the last week of March 2014, China hard earlier declared
a "red line," saying that it would not allow war or chaos on the Korean peninsula, and asserting
that peace was possible only via denuclearization. Chinese Foreign Minister Wang Y1 was on the
record saying, "The Korean peninsula is right on China's doorstep. We have a red line, that is, we
will not allow war or instability on the Korean peninsula." Wang demanded that all parties

"exercise restraint" and noted that "genuine and lasting peace" on the Korean peninsula was only
possible with denuclearization. He said, "Confrontation can only bring tension, and war can only
cause disaster." The Chinese foreign minister also endorsed the resumption of multilateral nuclear
talks, saying, "Some dialogue is better than none, and better early than later."

This stance by China -- North Korea's most important diplomatic and economic supporter --
suggested that Beijing was no longer willing to accept Pyongyang's theatrics on its doorstep.

Pressure on North Korea had already begun to intensify a month earlier in February 2014 when
the United Nations High Commissioner for Human Rights, Navi Pillay, urged global powers to
refer North Korea to the prosecutor of the International Criminal Court following a report that
documented horrific crimes against humanity in that country. While China was unlikely to join the
human rights chorus against North Korea, it certainly seemed prepared to use its influence to
compel North Korea to return to the nuclear negotiating table. Adding to the suggestion that
dialogue might be at hand, Japan and North Korea were scheduled to engage in their first high level
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talks in years.

However, the nuclear negotiating table appeared to be a distant notion as March 2014 came to a
close, and as North Korea threatened to go forward with a nuclear test. As reported by the North
Korean Central News Agency, North Korea said it would not foreclose the possibility of testing a
"new form" nuclear weapon in defiance of international condemnation and in contravention of
prevailing international law. While Pyongyang did not specify the type of nuclear weaponry it
intended to test, the conventional wisdom has long been held that North Korea was attempting to
develop small and sophisticated nuclear devices that could be delivered by intercontinental ballistic
missiles.

South Korea warned that if its neighbor to the north went forward with a nuclear test, there would
be consequences in the offing. As noted by South Korea Foreign Ministry spokesman Cho Tae-
young, “North Korea should bear in mind that if it ignores the stern demand from the neighboring
countries and the international community and carries out a nuclear test, it will have to pay a price
for it.”

On March 31, 2014, tensions on the Korean peninsula exponentially increased as North Korea and
South Korea exchanged fire across its western maritime border.

According to South Korean authorities, this exchange of fire was presaged by North Korea's
announcement that it would hold "live fire" military drills along its border zone with South Korea.
South Korea warned that there would be immediate retaliation if any ordinance touched its
jurisdiction. North Korea then fired more than 500 artillery rounds, some 100 of which landed in
South Korean territorial waters. As promised, the South Koreans responded by firing more than
300 rounds into North Korean waters and scrambling F-15s on its side of the maritime border.

Known as the Northern Limit Line, the maritime border has been a well known flashpoint region
between the two Koreas, and its very existence is a matter of dispute from the point of view of the
North Koreans. The boundary was established after the end of the Korean War in the 1950s by the
United Nations, but the line of demarcation has been accepted by North Korea. It should be
noted that North Korean artillery fire killed four South Koreans on the Yeonpyeong border island
in the same disputed area in 2010. In another egregious incident in 2010, North Korea torpedoed a
South Korean warship in the disputed border region, sinking the vessel and killing 46 people. Now,
in 2014, it was again the locus of dissonance between the two Koreas as a result of the North's
decision to hold military drills in this hotspot region.

It was to be seen if these were actions by North Korea were aimed at improving Pyongyang's
negotiating position for the future as it attempted to stave off further sanctions that were likely to
come, or, if they were intended to be blatant and irrational acts of provocation. South Korean
Defence Ministry spokesperson, Kim Min-seok, intimated that Pyongyang's actions were being
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motivated by both factors as he said, "We believe the North's maritime firing is a planned
provocation and an attempt to test our military's determination to defend the Northern Limit Line
and to get an upper hand in South-North relations."

In mid-August 2014, North Korea fired three short range rockets from the port city of Wonsan; the
rockets landed in the sea off the east coast of the Korean peninsula. The incident coincided with
Pope Francis' arrival in South Korea for a five day visit and ahead of scheduled joint military
exercises between South Korea and the United States. North Korea objects to those drills,
charging that they are intended to prepare for war. As such, North Korea has typically taken some
sort of provocative action to protest the joint military activity. In this case, North Korea reacted
with the firing of the rockets as well as the issuance of a statement that read as follows: "Given that
the U.S. and the puppet forces of South Korea continue staging nuclear war exercises against us in
particular, we will take countermeasures for self-defense which will include missile launches,
nuclear tests, and all other programs." It was to be seen if North Korea would indeed follow up
the rocket launches with nuclear tests, as indicated.

Special Note

Relations with Holy See

In August 2014, Pope Francis arrived in South Korea where he was due to stay for a five day
visit. It was to be Pope Francis' first visit to Asia since he became pontiff. In South Korea, where
Roman Catholics make up about 10 percent of the population, Pope Francis was greeted by
enthusiastic crowds. During his landmark visit, Pope Francis celebrated mass, lauded the Korean
Catholics -- many of whom died for their religion in previous centuries, and beatified 124 South
Korean Catholic martyrs with hundreds of thousands of South Koreans in attendance. Pope
Francis' popularity among South Koreans was partially due his decision to travel around Seoul in a
small and unpretentious hatch-back car -- a sharp contrast from the type of status-symbol laden
vehicle that one would expect for almost any other world leader.
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Korea, South

For over a decade, North Korea has lived through one upheaval after another. Political unrest,
economic troubles and diplomatic isolation combined have put the country into an impoverished
and desperate situation. Positive trends appeared to have been emerging in 1999. Events from
2001 onward, however, would take the country in a less positive path in the realm of geopolitics.

Still, throughout 1999, North Korea made all-out national efforts to pull itself back from the brink.
As Pyongyang's media put it, "It is the unswerving will and resolution of our leader to concentrate
national efforts on the economy so as to put our country on the path toward an economic power."
As a result, according to reports from a South Korean government think tank, North Korea's grain
output in 1999 was estimated at 4.2 million tons, an 8.5 percent increase from that of 1998. This
was the highest since floods devastated the North's harvest in 1995. In 1999, North Korea's
economy stopped shrinking and recorded 6.2 percent growth, the first positive growth in 10 years.

Key political issues in North Korea in the last decade have been focused on its relationship with
South Korea. In 1992, an accord was signed stipulating non-aggression, reconciliation, and
cooperative exchanges between North and South Korea. Meanwhile, impoverished North Korea
has been the recipient of humanitarian aid from South Korea, despite the prevailing hostilities
between the two entities.

In June 1999, talks began between North and South Korea, in Beijing, over the hopes and plans
for reunification of the two factions of the Korean peninsular, and to put into effect the stipulations
of the 1992 accord. The major aspects of the accord involved the reunification of estranged
families who had been divided by the political fate of the peninsula, reconciliation, cooperation, a
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climate of entente and the long-term possibility of reunification. It was hoped that this kind of
substantive engagement could be realized by separating business from politics, and by emphasizing
the shared ideals designated in the 1992 accord.

In early 2000, the world saw big steps taken by the two Koreas toward the goal of rapprochement.
On April 8, 2000, delegates from both Koreas signed an agreement in Beijing, China announcing
that a summit would be held between the top leaders of both Koreas in Pyongyang in mid-June
2000. The agreement on the summit had been the result of mutual efforts by the leaders of the two
sides of the peninsula.

As early as in 1981, South Korean President Chun Doo-hwan suggested direct talks between South
and North Korean leaders, but was rejected by North Korean President Kim Il Sung. In February
1993, South Korean President Kim Young-sam also suggested a summit with Kim Il Sung, and
Kim Il Sung accepted the suggestion in June 1994. But the scheduled summit was canceled due to
Kim II Sung's sudden death on July 8, 1994.

After taking office in early 1998, South Korean President Kim Dae-jung expressed a desire to meet
with North Korea's leader, saying a summit could help end hostilities between the Koreas. Indeed,
in the late 1990s, inter-Korean trade had grown, and the number of visitors from the South to the
North had increased.

In February 1999, in an open letter, the North Korean government proposed to the South Korean
authorities that the year 1999 be set as a year for enhancing national reconciliation and unity. It
also proposed wide-ranging dialogue between the two governments.
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On March 17, 2000, delegates of Seoul and Pyongyang met in China in anticipation of the summit
between Kim Dae-jung and Kim Jong il. All these contributed to the final decision that the summit
between the North and South Korean top leaders be held in June 2000.

From June 13-15, 2000, North Korean leader Kim Jong il and South Korean President Kim Dae-
jung met in Pyongyang; it was the first summit of its type since the end of the Korean War in
1950s. The summit had been scheduled to start on June 12, but was postponed one day by
Pyongyang for "technical reasons." To the world's surprise, Kim Jong il personally greeted Kim
Dae-jung at the airport when the South president arrived in Pyongyang for the summit.

After this historic moment, North Korean leader Kim Jong il and South Korean President Kim
Dae-jung signed a historic accord called "North-South Joint Declaration" at the end of the second
day of the three-day summit. With the aim of reducing tension in the divided peninsula and
working towards an eventual reunification, the Joint Declaration covered five issues: (1) the North
and the South agreed to resolve the country's reunification independently; (2) both sides agreed to
work for the reunification in the direction based on the proposal of federation by the North and
that of confederation by the South with common elements; (3) both sides agreed to settle the
problems of the separated families and long-term prisoners, and exchange of visiting groups of
separated families was to start Aug. 15, 2000; (4) the North and the South would promote
economic cooperation and cooperation in social, cultural, sports, public health and environmental
fields; and (5) both sides agreed to remain in contact to assure that this agreement would be
implemented.

The summit was seen as a turning point in the inter-Korean relations. It has been the first formal
step in the bilateral efforts for reunification. The agreement reached by the leaders of both Koreas
during the summit was far more detailed than those reached by lower-ranking officials in 1972 and
1991. Although the agreement did not mention certain major issues, such as South Korea's concern
over the North's nuclear and missile programs and the North's demand for the withdrawal of
37,000 United States (U.S.) troops stationed in the South, the summit -- at the time -- opened the
door for future discussions for those issues. The two leaders also agreed that North Korean leader
Kim Jong il would pay a return visit to the South in the near future.

On Aug. 15, 2000, a significant move toward reconciliation took place on the Korean Peninsula.
Seoul and Pyongyang exchanged 100 people from each side by air for a four-day reunion with
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family members separated for more than 50 years. The airplane carrying 100 North Koreans flew
to Seoul from Pyongyang and returned to Pyongyang with 100 South Koreans one hour later. This
was also the first North Korean airplane allowed runway privileges in the South since the outbreak
of the Korean War in 1950s. On Aug. 18, the South Korea airplane brought the 100 North Koreans
back to Pyongyang and returned with the 100 South Koreans. The exchange of the 200 people
was part of the June 15 Joint Declaration reached in Pyongyang. More than 75,000 South Koreans
applied for the reunions with their relatives in North Korea, but the number was narrowed down to
100 by computerized lottery, giving priority to those with a direct family relationship, such as
parents, spouses and children.

In November, the two Koreas went on the second such exchanges for family reunion. At the time,
an estimated 7.6 million South Koreans had relatives in North Korea. About 1.2 million North
Koreans escaped to the South during the Korean conflict, with thousands of South Koreans went
to the North.

In late January 2001, South and North Korea held the three-day inter-Korean Red Cross talks and
reached a six-point agreement on reunions and communication between separated family members.
According to the agreement, 300 family members from each side would be allowed to exchange
letters on March 15, the first exchange of its kind since the Korean War in 1950s.

Another high profile progress in reconciliation of the two Koreas was the plan to re-link the two
sides by road and rail. Defense ministers of North and South Korea met in September 2000 for the
first time since the Korean War and agreed to seek military cooperation for the cross-border
railway. In November of that year, the military officers from both sides met again to hold their first
talks on restoring road and railway links across the world's most heavily fortified border. The
Korean War had cut off transport links in early 1950s, and the project to reconnect transport
includes the main railway from Seoul to Pyongyang and a four-lane highway parallel to it through
the demilitarized zone. For a few years, the reconstruction of the inter-Korean railway and
highway was under way by both sides in the demilitarized zone. The two sides also agreed to
jointly manage the reconstruction and operation of the railroad and highway in the demilitarized
zone.

Until early 2001, the two Koreas had held four rounds of ministerial level talks aimed at
accelerating steps in reconciliation and cooperation. During these talks, the two sides agreed to set
up an inter-Korean committee for economic cooperation, and such a committee was established in
late December 2000. Senior economic officials from North and South Korea talked about ways to
boost economic cooperation, including North Korea's urgent request for electricity supplies from
the South to ease its chronic energy shortages. In early January 2001, South Korea delivered a
draft agreement on economic cooperation to North Korea, which included the provision of
electricity, measures to prevent Imjin River flooding, construction of rail and road links, and the
building of an industrial complex in North Korea.
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Meanwhile, there were signs that North Korea was making progress in changing its image of
seclusion, being more open to the outside world. What was most obvious was its desire or interest
in economic reforms. In October 2000, just days after North and South Korea agreed to establish a
joint economic cooperation committee, the North Korean government replaced the country's
finance minister and Central Bank president. Two months later, the trade minister of North Korea
was also replaced with someone having expertise in trade with Western countries. The replacement
of the top financial and trade officials suggested that North Korea was serious about economic
reforms by bringing its financial and trade systems more in line with international norms.

In November 2000, officials from the European Union paid a three-day visit to North Korea's
capital Pyongyang. During the visit the North Korean officials told them that the country might
relax its investment rules by allowing multinational companies full control over any investment in
the country.

In his New Year's speech for 2001, Kim Jong il called for "new thinking," portraying himself as the
Kim Il Sung of the 21st century. One of the most dramatic moves was North Korean leader Kim
Jong il's visit to China.

In mid-January 2001, Kim Jong il paid a six-day visit to China, most of the time visiting Shanghai,
the city at the center of China's economic reform effort. There were reports that he visited
Shanghai's stock market as well as huge factories run by foreign corporations. It was reported that
Kim was very interested in the economic achievements China had made since its reforms in early
1980s, and Kim's comment after the visit was that China's market reform policies were correct.

North Korea's Slide into Greater Isolation; 2001-2006

The momentum towards normalization of relations between North Korea and the outside world
was slowed with the election of United States (U.S.) President George W. Bush. Early in his
administration President Bush ordered a review of United States policy towards North Korea and
the Bush Administration made it clear that improved relations with the United States depended on
progress across a broad range of security issues -- including force deployments, nuclear weapons
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and missiles.

The U.S. - North Korea relationship was then dealt a blow with the terrorist attack against the
United States on Sept. 11, 2001. In a speech in early 2002 on terrorism and global security,
the American leader referred to North Korea as a member of the "axis of evil," along with Iran and
Iraq. This designation resulted in retrenchment by North Korea and saber rattling on both sides.

As well, there was an awkward tension between South Korea and the United States that grew out
of the situation. As noted in this review, South Korea has expressed the desire for eventual
reunification with North Korea, in accordance with the sunshine policy of former South Korean
President Kim Dae-jung. At the same time, the South wants to maintain a good relationship with
the United States. The American position on North Korea placed South Korea in a difficult
situation.

In September 2002, Prime Minister Junichiro Koizumi of Japan held a summit meeting with Kim
Jong il. The focus of the meeting was to foster improved relationships between Japan and North
Korea. The meeting signaled an interesting drift in Japanese foreign policy towards a view
independent of the United States on policy in North Korea.

In October 2002, following talks between North Korea's government representatives and United
States Special Envoy, James Kelly, North Korea accused the United States of arrogance and high-
handedness. The discussions were launched because Japan and South Korea expressed similar
desires to ameliorate their relations with North Korea and end diplomatic isolation. In this regard,
these discussions embodied the highest level diplomatic contact between North Korea and the
United States since United States President, George Bush, referred to North Korea as one third of
the "axis of evil" as aforementioned.

North Korean outrage about the Kelly's handling of the talks was reportedly due to the United
States' insistence over missiles programs, human rights matters, and other military issues. North
Korea's government stated that it was apparent that the United States was not really interested in a
bilateral dialogue but rather, the United States wished to pursue a continued policy of hostility,
arrogance and high-handed practices in its relations with North Korea. For its part, the United
States Special Envoy, James Kelly, described the discussions as "frank."

A week later, North Korea admitted it had been developing a clandestine nuclear weapons
program. This nuclear weapons endeavor was in contravention of a 1994 accord, which provided
for the end of any such weapons programs, in exchange for the construction of two nuclear power
reactors. The situation was complicated by the fact that some reports suggest that Pakistan -- a
United States ally in the war on terrorism -- may have provided North Korea with equipment used
to develop the weapons program.
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North Korea stated that it was open to discussing the situation with the United States. These
discussions would embody another round of high level diplomatic contact between North Korea
and the United States. The earlier round of discussions (noted in the paragraph above) were
fraught with discord. Meanwhile, the United States insisted that the existence of a North Korean
nuclear weapons program should be distinguished from the possible development of a nuclear
weapons program in Iraq -- an issue that was gaining global media attention.

By November 2002, the United States and a number of its its allies agreed to stop the supply of
fuel o1l to North Korea. The United States and its allies explained that North Korea's recent
admission of an ongoing nuclear weapons program constituted a breach of a 1994 agreement.

In a strange twist, however, South Korea then stated that it believed that North Korean's admission
of a nuclear weapons program might, in fact, have been an erroneously translated statement. South
Korean authorities noted that the interpretation of North Korea's radio transmission of issues
regarding a nuclear weapons program may have been flawed. Specifically, South Korean
authorities suggest that a verb used in the transmission may not have been clearly understood by
monitors. That is to say, rather than stating that North Korea "has come to have" military counter-
measures, including nuclear weapons, the key phrase was, in fact, that North Korea is simply
"entitled" to own nuclear weapons. This ironic revelation gained credence when the wording in a
new radio transmission was clearly changed to reflect the entitlement of a nuclear weapons
program, rather than the actual ongoing development of one. Nevertheless, officials from news
networks who cross-checked the South Korean claim of misinterpretation stated that the original
translation was correct.

Meanwhile, regional experts as well as International Relations specialists noted that North Korea's

Korea, South Review 2016 Page 182 of 487 pages



Korea, South

official media transmissions generally tend to be imbued by sharp rhetoric, even when the North
Korean government may be engaged with foreign entities. In this way, the hostile tone of the
North Korean governmental megaphone might not necessarily have reflected the government's
actual position on matters of international import. Yet other analysts suggested that North Korea's
admission of a nuclear weapons program might have been a step in the direction of diplomacy. By
responding to the United States' recent threats, the government in Pyongyang may have been
signaling that it was open to discussion. Put simply, by declaring its nuclear weapons program, the
government in Pyongyang may have been pushing the United States into some sort of negotiations.

By the end of 2002, reports surfaced suggesting that North Korea had re-opened an old nuclear
plant, despite strict warnings from both South Korea and the United States. A representative the
International Atomic Energy Agency (IAEA), as well as an official from the South Korean
government, both reported that seals had been removed from the radiochemical laboratory in
Yongbyon, which had been used for nuclear reprocessing. Experts observed that the Yongbyon
plant has the facility to extract weapons-grade plutonium from spent fuel rods.

For its part, North Korea claimed it had no choice but to resume its nuclear program since fuel oil
supplies shipments had been halted in response to the United States' claims that it was in violation
of a 1994 agreement. The North Koreans noted that they had to meet the energy needs of the
country. The United States responded that the North Koreans were indulging in a circular
argument; they also asserted that the re-opening of the old nuclear plant and nuclear program had
nothing to do with energy generation.

The government of North Korea in Pyongyang stated it was willing to respond favorably to the
security concerns of the United States, if a non-aggression treaty could be developed. This
willingness again suggested that the North Koreans appeared to want to move in the direction of
diplomatic discussions. The Bush administration in the United States, however, refused to negotiate
with the North Koreans under these circumstances, although they moved closer in the direction of
talks with North Korea. It remained unclear as to how the Bush administration distinguishes
bilateral negotiations from talks or discussions.

Amidst a climate of political wrangling, two nuclear inspectors from the IAEA arrived in China on
the last day of 2002, having been expelled from North Korea. The country's nuclear program was
left unmonitored, although IAEA representatives expressed hopes that their inspectors would be
allowed to return in due course. In another shocking development, North Korean officials hinted
that the country would pull out of the Nuclear Nonproliferation Treaty in the near future, as a
consequence of threats from the United States. The "threats" were thought to refer to a
constellation of items, including the use of the term "axis of evil" by United States President
George W. Bush in early 2002, the reportedly acrimonious bilateral discussions between United
States envoy Kelly and North Korean officials, as well as the halt on fuel energy supplies to North
Korea.
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On Jan. 10, 2003, North Korean officials announced the country would withdraw from the
Nuclear Nonproliferation Treaty. In a speech to the United Nations, the North Korean ambassador
explained that the decision was indeed a consequence of United States' clearly expressed hostility
toward North Korea. Pak Gil-yon, the North Korean ambassador, also referenced the Bush
administration's inclusion of North Korea as part of an "axis of evil" in early 2002 as evidence of
the United States' threatening stance against his country. In addition, he blamed the IAEA for
acting as the pawn of the United States, in order to implement a policy hostile to North Korea.

The most promising development in regard to the brewing standoff between North Korea and the
United States was a January 2003 meeting between North Korean officials and Bill Richardson, the
governor of New Mexico. Richardson was the former Energy Secretary and Ambassador to the
United Nations under United States President Bill Clinton.

In those meetings with Richardson, Deputy United Nations Ambassador, Han Song Ryol, reiterated
North Korea's claim that it was not interested in building nuclear bombs, and that it wished to
participate in nuclear verification. Richardson observed that these were positive developments that
should be weighed against the North Korean withdrawal from the Nuclear Nonproliferation Treaty.
Richardson, and other regional experts, observed that it has been customary for the North Koreans
to make bellicose statements regarding the West, while simultaneously moving toward engagement.
For this reason, Richardson urged bilateral dialogue between the United States and North Korea,
despite the displays of North Korean brinkmanship.

On Jan. 13, 2003, it was reported that if North Korea could resolve its nuclear weapons issue, the
United States and other countries would offer energy assistance. United States envoy James Kelly
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did not comment on whether or not this incentive to North Korea constituted a shift in the Bush
administration's policy. By mid-week, however, it was apparent that the United States was indeed
signaling some interest in a compromise solution to the stand-off. Previously, the Bush
administration had stated it would not reward or appease North Korea for abandoning its
agreement to dismantle its nuclear weapons program.

On Jan. 17, 2003, the government in Pyongyang dismissed the United States' offer of aid to North
Korea -- in exchange for an end to its nuclear program -- as "trickery" and "deceptive drama."
Instead, the officials in Pyongyang insisted that "face to face" bilateral negotiations were
imperative, and a formal non-aggression agreement had to be established.

By Jan. 20, 2003, United States Secretary of State Colin Powell expressed hope that the IAEA
would refer the North Korean withdrawal from the Nuclear Non-Proliferation Treaty to the United
Nations Security Council. Should the matter indeed be taken up by the international body's
Security Council, however, the possibility of sanctions could ensue. North Korea had already
indicated that the imposition of sanctions would be regarded as a declaration of war.

Meanwhile, Russian envoy Deputy Foreign Minister Alexander Losyukov met North Korean leader
Kim Jong-il in an attempt to resolve the impasse between Washington and Pyongyang. Although
Losyukov offered no details regarding his lengthy discussions with the North Korean leader, the
talks were described as successful. The Russian plan to resolve the impasse provided security
guarantees for North Korea, as well as an economic development and aid package, while also
creating a nuclear-free Korean peninsula.

Against this backdrop, United States Under-Secretary of State John Bolton headed to China to
seek assistance from North Korea's ally, China, in resolving the situation.

In late January 2003, a South Korean national security adviser, Lim Dong-won, arrived in
Pyongyang for diplomatic discussions aimed at resolving the conflict over North Korea's nuclear
program.

South Korea's representative, Lim, who happened to be a former unification minister, cautioned
that while his efforts would be aimed at averting a war, there was no easy or quick resolution at
hand. Instead, Lim observed that his job would be to create a foundation for dialogue, and
eventually, the peaceful resolution of the North Korean nuclear issue.

North Korea's willingness to accept mediation from other countries, such as South Korea, was
considered to be a productive development in an otherwise grim situation. Previously, the North
Korean government had said that it would only accept direct negotiations with the United States
government. For its part, the United States government refused direct negotiations with North
Korea, but later, shifted its stance and agreed to "talks."
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Meanwhile, the IAEA said it would convene an emergency session in early February 2003 to
discuss the nuclear issue in North Korea. In those meetings, it would decide whether or not to refer
the nuclear issue to the United Nations Security Council. Thus far, the North Koreans had been
adamantly opposed to United Nations actions in regard to their nuclear program, and warned that
the establishment of United Nations' sanctions against North Korea would be regarded as a
declaration of war. Complicating matters was the United States' claim that recently recorded
satellite imagery showed trucks at the North Korean nuclear complex at Yongbyon being loaded
with unspecified materials. The finding suggested that North Korea was pursuing its nuclear
ambitions in the midst of increasing tensions.

Contributing to rising tensions was a missile test by North Korea. Just before the new President of
South Korea was inaugurated, Pyongyang fired a missile into the sea between Japan and the
Korean peninsula. The missile was reported to be a short range land-to-ship missile which fell 36
miles or 60 kilometers from the Korean peninsula. While South Korea's incoming President Roh
made no mention of the missile test during his inauguration, he did call upon North Korea to step
away from its nuclear program. Roh expressed the desire to resolve tensions on the Korean
peninsula peacefully and criticized the United States' rhetoric in regard to the North.

In March 2003, North Korea test-fired another missile into the sea off its coast. The United States
announced that there were signs suggesting another missile launch was imminent. As such, ships
were warned to stay away from the targeted area of the Sea of Japan (also known as the East
Sea). The missile test followed another refusal by Washington to hold direct talks with Pyongyang,
for the purpose of resolving the brewing conflict.

Then, reports emerged suggesting that North Korea intended to test fire another missile in the near
future. This longer range Rodong ballistic missile could reach any part of Japan. As such, Japan
threatened to impose economic sanctions on North Korea if such a ballistic missile was, indeed,
tested. Sanctions would include a halt in cash transfers and several hundred millions in exports.
Japan has since stepped up surveillance patrols near the Korean Peninsula.

Meanwhile, the United States air force resumed reconnaissance flights in international airspace
close to North Korea. This resumption came on the heels of a United States aircraft being
intercepted by North Korean fighter jets in late February 2003.

Both former United States Secretary of State Colin Powell and former National Security Advisor
Condoleeza Rice repeatedly stated that while they were not against multilateral discussions, direct
bilateral negotiations were not likely. As well, Washington expressed no plans to establish new
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agreements or treaties with Pyongyang, including North Korea's repeated request for a non-
aggression treaty.

In March 2003, North Korea's nuclear program had been referred to the United Nations Security
Council when the country expelled the United Nations nuclear inspectors. The head of the IAEA,
Mohammed EIl Baradei, stated that nuclear inspectors should return to North Korea and the
international community should send a consistent message regarding the prohibition of nuclear
weapons. The government of North Korea said that discussions of its country's nuclear program in
the United Nations Security Council would be regarded as both a provocative act and a prelude to
war. Officials in Pyongyang also promised to strengthen the country's military forces and
weaponry, noting that only strong military deterrence could protect its nation security and prevent
United States aggression.

At that time, the North Korean government observed that the United States-led war against Iraq
had demonstrated how disarmament via inspections had not prevented military action from taking
place. In light of the United Nation's failure to prevent a war with Iraq, Pyongyang said it would
ignore any resolution that emerged from the Security Council meetings. Officials in Pyongyang
ominously observed that it was hardly likely that a non-aggression treaty with the United States
could resolve the issue of the country's nuclear program peacefully.

In April 2003, delegations from the United States and North Korea arrived in Beijing, China, for
the first face-to-face discussions in several months since the confrontation erupted in 2002.

The North Korean government surprisingly announced it wished to pursue multilateral diplomatic
talks in regard to its nuclear program. The announcement was made during an interview with a
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Foreign Ministry official on the state-controlled official news service. The government in
Pyongyang had insisted for several months on direct bilateral talks with the United States. This
reversal was viewed as a significant opening in the impasse surrounding the North Korean nuclear
program.

The decision to pursue multilateral talks effectively softened the stance of the North Korean
government. The government of South Korea expressed the view that the shift was a result of fear
and intimidation produced by the military war against Iraq. Other observers, however, believed that
the government of Kim Jong-il wanted to present a more reasonable position internationally. Still
others suggested that the softened stance was intended to "buy time," in much the same way as the
Soviet leadership would propose talks when its influence was threatened during the Soviet era.
Finally, political scientists expressed the belief that intensified pressure by the Chinese produced the
concession.

The discussions were scheduled to last for three days and were led by United States Assistant
Secretary of State for East Asian affairs, James Kelly, and North Korea's American Affairs Bureau
Chief, Li Gun. The role of China in the discussions remained unclear. The United States insisted
that China was another third party within the context of multilateral talks, while North Korea
described China as simply the host country. Former United States Secretary of State, Colin Powell,
described the talks as "useful."

For its part, Pyongyang offered to abandon its nuclear weapons program in exchange for a package
of political and economic benefits by the United States. Political benefits would include the
normalization of bilateral relations, while economic benefits would include financial aid.

The discussions were not likely change the position of the United States that North Korea must
abandon its nuclear program and agree to verification of the process. For its part, although North
Korea offered to dismantle its nuclear program in lieu of various rewards (intimated above),
officials in Pyongyang stated they would not allow United Nations' verification of nuclear program
abandonment. The United States said it would "study" North Korea's proposals.

Meanwhile, intelligence reports as well as the North Korean state news agency, disclosed findings
that North Korea was successfully reprocessing 8,000 spent fuel rods. Such fuel rods would be
used in the production of weapons-grade plutonium. Another report by the IAEA claimed that
North Korea had the capability to produce nuclear weapons and, indeed, might already possess
such weaponry.

In May 2003, North Korea announced it would be withdrawing from a 1992 agreement with its
neighbor to the south which pledged to keep the Korean peninsula free of nuclear weaponry.
Pyongyang said that its reason for withdrawing from the agreement with South Korea was due to
"the sinister and hostile" policy of the United States toward North Korea. This announcement
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preceded impending talks between the leadership of South Korea and the United States, which
would focus on the nuclear ambitions of North Korea.

In August 2003, North Korea agreed to multilateral talks, which would include the countries in the
region of East Asia as well as the United States. The talks were to take place in Beijing, China.
The talks would include North Korea, the United States, China, South Korea, Japan and Russia.
The North Korean official news agency said that "the forthcoming talks would clearly show the
world community whether or not the United States had a true willingness to make a switchover in
its policy toward the DPRK [North Korea]." Pyongyang said that a change in United States policy
to North Korea would be essential in resolving the nuclear crisis. Tensions between the United
States and North Korea intensified when North Korea's disclosed that it already had produced
nuclear bombs and was prepared to produce more.

Ahead of the multilateral talks, North Korea ratcheted up its rhetoric by referring to South Korea
as a "dangerous place" and canceling its plans to take part in the World University Games in
Daegu, South Korea. Meanwhile, South Korean warships again fired warning shots at a North
Korean vessel which broached South Korean territory. Complicating matters was the decision by
South Korea and the United States to carry out its annual joint war games on the peninsula.
Pyongyang objected to these activities saying that they were akin to a rehearsal for a preemptive
attack against the North. The North Korean news agency carried a report warning that if the
United States failed to shift its current policy on North Korea, then Pyongyang would reaffirm its
commitment to a nuclear program.

The talks in Beijing in August resulted in a brash declaration by Pyongyang that they had been a
waste of time. Soon thereafter, however, Pyongyang softened its stance. No resolution was
produced as a result of the meeting.

In October 2003, the North Korean government announced it had reprocessed 8,000 spent nuclear
fuel rods and said it was now able to use the plutonium extracted from the rods for weapons
purposes. The announcement also included the claim that North Korea would reprocess more
spent fuel from the nuclear reactor in Yongbyon. Although the resumption of nuclear activities had
been for "peaceful purposes," the government statement noted that since the deterioration of
relations with the United States, that purpose had changed. This admission by North Korea came
only weeks after multilateral talks (mentioned above) in Beijing. North Korea then said it had no
interest in further talks.

By 2004, the IAEA said it was investigating reports that North Korea made clandestine sales of
uranium to Libya at a time when that country was attempting to develop nuclear weapons. A report
in the New York Times stated that the IAEA uncovered evidence that Pyongyang had provided
Tripoli with nearly two tons of uranium in 2001. The New York Times report also noted that the
uranium sent to Libya could not have been used as nuclear fuel unless it was enriched in
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centrifuges. The report went on to state that Libya had been constructing centrifuges and had a
plan to purchase equipment from a black-market network run by Pakistan's former nuclear chief,
Abdul Qadeer Khan, who admitted to selling nuclear secrets to Libya, Iran and North Korea. In
this regard, the IAEA said it planned investigations on the basis of evidence that emerges from
interviews with former members of Khan's network. Meanwhile, intelligence agencies were
reportedly attempting to determine if North Korea carried out any other secret deals with other
countries or groups.

In September 2004, North Korea insisted it would never dismantle its nuclear program while the
United States maintained a “hostile” policy toward the country. Earlier, North Korea
had suspended six-nation talks to protest South Korean violations of nuclear accords.

In early 2005, the Chinese government assured newly-appointed United States Secretary of State
Condoleezza Rice that it would push multi-party talks with North Korea, which would be aimed at
ending the nuclear crisis on the Korean peninsula. For its part, however, North Korea said it has
no interest in re-entering such talks, which stalled in 2003.

By May 2005, Mohammed El Baradei, the head of the United Nations nuclear watchdog group --
the International Atomic Energy Agency (IAEA) -- said that North Korea could potentially have as
many as six nuclear weapons. The IAEA chief also said that the North Koreans had the industrial
infrastructure to weaponize the plutonium in their possession. His statement came amidst reports
that North Korea might be preparing to test a nuclear bomb.

Only a week earlier, the United States and Japan said they were investigating reports that North
Korea had test-fired a short-range missile into the Sea of Japan. Public broadcasts from Japan
noted that the missile may have flown 62 miles (about 100 kilometers) into the sea. Japanese
authorities had been on alert since warnings emerged that North Korea might test a nuclear
warhead and following the withdrawal of the North Koreans from multilateral nuclear talks.

Amidst this development, North Korea and the United States indulged in a war of words. United
States President George W. Bush called North Korean leader Kim Jung-il “a tyrannical dictator” in
his April press conference, while President Kim Jung-il referred to Bush as a "Philistine" and “half
baked man.” (CountryWatch's Editor does not endorse these characterizations. Editor simply
reports that which is within the public record.)

Following a meeting with South Korean officials in June 2005, North Korean leader Kim Jong-il
said that Pyongyang might return to international talks related to its nuclear proliferation program.
He added that Pyongyang might be prepared to resume the six-party talks which had been
suspended a year ago as early as July 2005. Kim Jong-il noted that North Korean participation
would be contingent on respectful treatment by the United States as an "equal" dialogue partner.
He also hinted at the need for further consultations between Pyongyang and Washington. Despite
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these assertions, movement toward a return to multilateral talks were progressing.

In July 2005, ahead of the anticipated resumption of multilateral talks on nuclear weaponry, North
Korea called for a peace treaty with the United States. In an official statement, Pyongyang said
that in order to resolve the current nuclear crisis, a full treaty was needed to replace the armistice
signed at the end of the Korean War in 1953. In effect, a formalization of peace would replace the
cease-fire and lead to the denuclearization of the Korean peninsula. Pyongyang has made similar
calls previously, and more recently, it has demanded a non-aggression pact with the United States.
Washington rejected the idea of a non-aggression pact stating that it would not deal with
Pyongyang until its nuclear weapons program was shut down. For its part, Pyongyang accused
Washington of hostility. Indeed, North Korea has said its nuclear weaponry is needed as a form of
protection against American aggression.

By August 2005, the issue of nuclear proliferation on the Korean peninsula continued to dominate
the political landscape. Talks between North Korea and the United States had met with little
success, with no narrowing of the gap between those two countries on North Korea's peaceful use
of nuclear energy. The United States continued to insist that all of North Korea's nuclear facilities
had to be dismantled while North Koreans insisted that they had the right to conduct peaceful
nuclear activities. Indeed, North Korean chief delegate Kim Kye-gwan rhetorically asked, "We are
not a defeated nation in war, and we have committed no crime, so why should we not be able to
conduct peaceful nuclear activities?"

Note: The meeting took place within the context of the resumption of multilateral talks, of which
South Korea had been a part. As noted previously, multilateral talks, which began in
2003 following North Korea's 2002 withdrawal from the Nuclear Non-Proliferation Treaty, had
stalled some time later when North Korea walked away from the negotiating table to the chagrin of
the other meeting partners, most especially South Korea. The multilateral talks resumed again in
2005, but with little progress being made by mid-year.

In response to the insistence by the United States that North Korea relinquish its nuclear programs
before receiving any concessions, Pyongyang in the first part of September 2005 said it would
continue its nuclear development activities. Despite suggestions by United States Secretary of
State Condoleezza Rice that Washington was running out of patience with Pyongyang, negotiators
in China attempted to form a compromise agreement. In this regard, Beijing proposed a revised
draft agreement which affirmed Pyongyang's right to civilian nuclear technology. While there was
no immediate feedback from either Washington or Pyongyang on the proposal at the time,
Pyongyang had already rejected an offer by the South Korean authorities in Seoul to provide
economic aid, security guarantees, diplomatic recognition and energy aid. Instead, Pyongyang
steadfastly maintained its requirement for a light-water nuclear reactor for generating power in
exchange for dismantling its nuclear weapons program.
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On Sept.19, 2005, North Korea announced that it was relinquishing its nuclear activities and
would rejoin the nuclear Non-Proliferation Treaty. Pyongyang also agreed to accept inspections by
the International Atomic Energy Agency (IAEA), the nuclear watchdog agency of the United
Nations. The announcement of the breakthrough was made by negotiators in Beijing during six-
party talks. In exchange for Pyongyang's agreement to stop its nuclear activities, it was reported
that the United States had to offer assurances that it would not attack or invade North Korea. The
United States also made clear that it had no nuclear weaponry on the Korean peninsula. Wu
Dawei, China's vice foreign minister, said, "This is the most important result since the six-party
talks started more than two years ago." Left outside the agreement were a number of unresolved
issues including the aforementioned matter of Pyongyang's request for a light water nuclear
reactor. While the announcement was welcomed, observers warned that implementation of the
agreement could result in a host of challenges. Indeed, there was little actual progress reported
following announcement of the deal. In fact, a day later, North Korea said it would only comply
with the agreement if it was provided with a civilian reactor. Soon thereafter, the United States
imposed financial sanctions on North Korean businesses.

The 2006 Nuclear Test and Consequences

In mid-June 2006, reports emerged that North Korea intended to test a weapon that could reach
the United States. On June 19, 2006, the Bush administration in the United States said that North
Korea had completed the loading of fuel into a long-range ballistic missile. Intelligence sources
suggested that the type of missile might be the Taepodong-2 with a firing range of 9,300 miles,
however, there was no confirmation on this particular point.

White House spokesman Tony Snow said, "North Korea has imposed a moratorium on launching
missiles." Referring to a previous commitment made by North Korea to dismantle its nuclear
weapons and stop further development, Snow also said, "We hope it will continue that moratorium
and we hope it also will abide by commitments it made." The White House provided little further
comment, however, Snow did acknowledge that the United States had held some direct talks with
North Korean representatives in New York, presumably via North Korea's United Nations mission.

Several countries warned North Korea that launching a missile would yield undesirable results.
Notably, Japanese Prime Minister Junichiro Koizumi advised North Korea against test-firing the
missile saying, "Japan has been urging North Korea to stop the attempt to launch a missile. We are
making efforts to urge North Korea to act rationally and with self-restraint." He went on to warn,
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"If it does not listen to us and fires a missile, we have to consult with the United States and take
stern measures." While the actual consequences were not specified, some officials noted that the
Japanese leader was referring to a protest to the United Nations Security Council.

For its part, North Korea referred to its missile program for the first time on June 19, 2006.

Absent from its reference, however, was any mention of intent to actually perform the missile test.

Monitoring of North Korean state media led to reports that an editorial had been cited in which the
North declared its right to own a missile that could "immediately halt the United States' reckless
aerial espionage activity." The citation was believed to have been a reference to allegations
regarding United States spy planes in Korean territory.

An actual missile test would mark North Korea's first major launch since 1998 when it sent a
missile over Japanese territory. Since then, Pyongyang has stood by a self-imposed test
moratorium even as it separately developed a nuclear weapons program. More recently, North
Korea said that it required a nuclear weapons program as well as a delivery system for the purpose
of countering a potential invasion by the United States.

In the early hours of July 5, 2006, North Korea test-fired a number of missiles. Most of the
missiles were of the short-range variety. Among those fired, however, was also the Taepodong-2
long-range missile, which experts said has a possible range of 2,190 to 2,690 miles (3,500 to 4,300
kilometers). All of the short-range missiles fell safely into the Sea of Japan (also known as the East
Sea by Koreans). The first of the missiles fell into the sea less than 400 miles (approximately 600
kilometers) from the Japanese mainland. The Taepodong-2 long-range missile, which has the
capacity to reach Alaska in the United States, crashed approximately 40 seconds after it was
launched. This outcome did little to alleviate anxieties among the international community about
North Korea's latest move.

In response, the United Nations Security Council said that it would convene an emergency meeting
later in the day to consider the missile tests. The closed session meeting was requested by Kenzo
Oshima, Japan's ambassador to the United Nations.

Japan's Chief Cabinet Secretary Shinzo Abe condemned the move by North Korea saying, "This is
a grave problem in terms of peace and stability not only of Japan but also of international society."

As a result, Japan announced that it was prohibiting the entry of officials, chartered flights and
ferries from North Korea. Also, Japan's Foreign Minister Taro Aso warned that Tokyo was now
considering the imposition of economic sanctions on North Korea.

The last time North Korea test-fired a long-range missile was 1998 when it launched the
Taepondong-1 over Japan. Then, in 2002, North Korea forged a concord with Japan by which
both parties agreed to a moratorium on missile tests. It was an agreement that was reaffirmed in
2004, but which has now been effectively abrogated as a result of North Korea's latest actions.
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In South Korea, the government in Seoul convened an emergency cabinet meeting and placed its
military on high alert.

China expressed strong concern about North Korea's actions and called on the international
community to stay calm.

The United States Department of State reacted to the situation by characterizing the launch of the
Taepodon-2 as a "provocative" and attention-seeking act. White House press secretary, Tony
Snow, said that President George W. Bush was consulting with Secretary of State Condoleezza
Rice, National Security Adviser Stephen Hadley and Defense Secretary Donald Rumsfeld on the
matter. Secretary Rice called on North Korea to return to the multilateral discussion table.

For its part, North Korea confirmed that it had test-fired a series of missiles and that further missile
tests would be launched. North Korean officials also warned that they would react strongly to
punitive pressures from the international community. Furthermore, North Korea defiantly defended
its right to launch the missiles, saying that it was a matter of national sovereignty. That said,
geopolitical analysts observed that North Korea's latest moves may have been made for strategic
reasons rather than simply as an act of national sovereignty.

North Korea may well have decided to launch the missiles in order to draw attention to its
demands regarding its nuclear program. Multilateral negotiations (mentioned above) have seen
little progress since the talks stalled in 2005. As well, relations between Pyongyang and
Washington D.C. have remained poor.

Tensions between the United States and North Korea may well have factored into the decision by
Pyongyang to launch the missiles. Indeed, two days prior on July 3, 2006, North Korea warned
that it would carry out an "annihilating" nuclear strike if its atomic facilities were pre-emptively hit
by the United States. While the United States dismissed the threat by North Korea as hypothetical,
North Korea's ominous warning nonetheless evoked the notion of brinksmanship. As intimated
above, experts have often surmised that the North Koreans tend to stake out radical stances in
order to push for engagement.

Rather than engagement, however, North Korea was more likely to face international action. In
fact, Japan was said to be drafting a resolution in response to its decision to test-fire several
missiles, including the long-range Taepodong-2 variety.

While most of the members of the international community were unified in their condemnation of
the test-firing of the missiles by North Korea, not everyone was in agreement about how to
respond. A draft resolution by Japan was backed by the United States and the United Kingdom
but did not receive unanimous support.
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The reticence among some countries to support the Japanese draft was likely due to some of its
particular provisions. The Japanese draft resolution's less controversial elements included a demand
that countries prevent the transfer of resources and technology that could help with the
development of North Korea's missile program. But the draft also characterized North Korea as a
"threat to international peace and security" and invoked Chapter Seven of the United Nations
charter. Resolutions crafted under the aegis of Chapter Seven are legally binding and have the
authority to impose not only economic sanctions, but also military action.

China and Russia both said that they opposed punitive measures, preferring the route of diplomacy
instead. China said that a statement condemning the missiles tests would be appropriate while
sanctions would not. China also said that the Japanese draft was an "over-reaction" and warned
that it would "increase tension." China was playing host during a visit from North Korean officials
in July 2006. During that visit, Chinese President Hu Jintao made clear that China was opposed to
any actions that might "worsen the situation on the Korean peninsula." For his part, Russian
President Vladimir Putin also warned that "common sense" should not be abandoned. He pointed
to the fact that North Korea's current level of technology would make it impossible for a missile
with a range of around 3,700 miles (6,000 kilometers) to be constructed. As well, South Korea
reacted with anxiety to the Japanese proposal, even going so far as to accuse Japan of
recklessness.

The positions taken by Russia and China, both of whom hold veto power at the United Nations
Security Council, suggested that they would wield that influence to oppose any moves they
deemed to be unconstructive or inflammatory. Instead it was believed that both countries would be
more likely to back a non-binding statement by the Security Council, which demanded that North
Korea cease the development and testing of ballistic missiles. It was a proposal not likely to be
supported by the United Kingdom and United States because of its lack of legal accountability.

Nevertheless, diplomatic efforts continued in the hopes that a solution might be presented. To this
end, the members of the Security Council agreed to postpone voting on strong sanctions until
China had been given an opportunity to broker some sort of resolution to the crisis. July 2006 also
saw United States envoy to North Korea, Christopher Hill, convening talks in Beijing, while a
North Korean delegation was visiting Seoul.

In mid-July 2006, the United Nations condemned North Korea for carrying out a series of missile
tests earlier in the month. The United Nations Security Council also issued a resolution demanding
that North Korea cease activities related to its ballistic missile program and prohibiting all United
Nations member states from supplying that country with any weapons-related materials. The
resolution passed unanimously after a reference to Chapter Seven of the United Nations Charter
was removed. That reference would authorize sanctions and military action and would be legally
binding. Its removal ensured that there would be complete support from among Security Council
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members.

Both the United States and the United Kingdom expressed approval for the strong message
ensconced in the resolution. Japan's Foreign Minister, Taro Aso, applauded the Security Council
for its quick response. South Korea called on the North to issue a moratorium on missile tests and
return to the multilateral negotiating table. For its part, however, North Korea angrily rejected the
resolution and vowed to further develop its military arsenal as a means to "bolster its war
deterrent." North Korea also characterized the resolution as being the result of hostile United States
policy and vowed not to be bound by it.

In the first week of October 2006, North Korea said that it intended to test a nuclear weapon. In
response, the United Nations Security Council issued a statement noting that a nuclear test would
"jeopardize peace, stability and security in the region and beyond" and "bring universal
condemnation by the international community."

A week after issuing its threat and receiving the aforementioned warning from the United Nations,
North Korea announced on October 9, 2006 that it had indeed conducted its first nuclear weapons
test. North Korea's state-controlled news agency declared, "The nuclear test is a historic event
that brought happiness to our military and people." The message in the state-controlled media also
went on to assert that the nuclear test would, "contribute to maintaining peace and stability in the
Korean peninsula and surrounding region" -- a diametrically opposed view to the perspective
depicted by the United Nations. The state-controlled news agency also said that the successful
nuclear test, which utilized local technology, had taken place at an underground facility and had not
resulted in any radiation leaks.

While there was no immediate verification of North Korea's claim, officials from South Korea said
that an explosion measuring 3.5 on the Richter scale had been detected and appeared to have come
from the north-eastern part of North Korea. The South Korean news agency, Yonhap, suggested
that the explosion may have occurred in an area called Gilju in North Korea's Hamgyong
province. Whether or not the explosion was derived from an actual nuclear event, however, was
yet to be determined.
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The apparent test took place in defiance of warnings by the international community not to go
through with the test. In response, South Korean President Roh Moo-hyun scheduled an
emergency meeting of his National Security Council. The meeting was convened to address the
serious shift in the security scenario on the Korean peninsula. Only days before, South Korean
troops fired warning shots at North Korean soldiers when they crossed into the demilitarized zone.
It was not clear whether the North Koreans' actions were calculated or accidental. Regardless,
they were emblematic of the increasing climate of tension on the Korean peninsula, which reached
an unprecedented high following the apparent nuclear test.

Meanwhile, Japan's new head of government, Prime Minister Shinzo Abe, was expected to discuss
the matter with his South Korean counterpart in Seoul. Prime Minister Abe and Chinese Premier
Hu Jintao had previously met in Beijing to discuss regional concerns and had jointly issued their
opposition to the notion of a nuclear test by North Korea. Clearly, their joint statement went
unheeded by Pyongyang.

Some analysts have surmised that Pyongyang's actions of this period -- the missile tests in July
and this nuclear test three months later -- may be due to feelings that it has nothing to lose. That is
to say, as noted above North Korea said in 2005 that it was willing to give up its nuclear activities,
and a day later said it would only do so if it was provided with a civilian reactor. At that time, the
United States imposed financial sanctions on North Korean businesses. Thus, it has been
theorized that North Korea feels as if it has no choice but to "up the ante" in order to have its
interests considered.

Regardless of motivation, the effects of the nuclear test augured negatively. Apart from
destabilizing the region, analysts warned that it could potentially halt any progress on reconciliation
between the two Koreas, and it could well spark an arms race.

A day later, attention shifted to the consequences of North Korea's claim that it carried out a
nuclear test. In particular, the United Nations Security Council was debating what action should
be taken. At issue was a proposal by the United States that would entail the imposition of strict
sanctions against North Korea. That 13-point draft resolution called for the sanctions to be
implemented under the aegis of Chapter Seven of the United Nations Charter, which would make
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the conditions mandatory and enforceable via military means. Those sanctions would include a
complete prohibition of military trade and careful inspection of all cargo departing and entering
North Korea. Underscoring this hardline stance, John Bolton, the United States ambassador to the
United Nations, said that his country would not rule out force although it hoped to resolve the
matter through diplomacy.

It was yet to be seen if such a course of action would be acceptable to other United Nations
Security Council members. Despite its alliance with North Korea, China called for punitive action
in the face of the apparent nuclear test. That said, China made it clear that it would not support
the use of force. Russia's position very much reflected that of China. In this way, the Chapter
Seven elements within the United States draft resolution promised to be a obstacle to
any agreement forged within the United Nations Security Council. With China and Russia unlikely
to vote for the resolution in its original form, the United States revised the text, essentially
expunging the threat of imminent military action. A vote was expected in the United Nations
Security Council on October 14, 2006.

The draft document by the United States soon underwent revisions to accommodate the
reservations of China and Russia. With adjustments made, the United Nations Security Council
unanimously approved Resolution 1718 on October 14, 2006. The resolution called for the
inspections on cargo going to and from North Korea to search for weapons, a ban on the sale or
transfer of materials related to North Korea's unconventional weapons program, and a freeze on
the transfer of funds connected with North Korea's nuclear and ballistic missile programs. Absent
from Resolution 1718 was the Chapter Seven [of the United Nations charter] provision, which
would enforce the sanctions via military force.

Even though the resolution was approved by the United Nations Security Council and welcomed
by the international community, total agreement on the matter of North Korea remained distant.
China announced that it retained "reservations" about the notion of cargo inspections while Russia
said that it did not expect the sanctions to be imposed indefinitely. At issue for both China and
Russia has been their shared concern that cargo inspections could spark naval confrontations with
North Korean shipping vessels, thus spurring further regional destabilization.

Meanwhile, South Korea welcomed the new sanctions and called on North Korea to return to the
negotiating table for multilateral talks. Japan also welcomed the new sanctions, which came days
after the new administration of Shinzo Abe had instituted unilateral sanctions against North Korea,
essentially banning all North Korean imports and preventing North Korean vessels from entering
Japanese waters. For his part, United States President George W. Bush applauded the United
Nations for taking "swift and tough" measures against North Korea, in order to keep the Korean
Peninsula secure.

As expected, the North Korean government in Pyongyang had a different view. It decried
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Resolution 1718, characterized the membership of the United Nations Security Council as
"gangsters," and warned that subsequent pressure by the United States would be regarded as "a
declaration of war."

In the aftermath of North Korea's apparent nuclear test, diplomatic efforts were underway to
resolve the situation and to return all parties to the negotiating table for talks. At issue was the
question of whether or not North Korea might defy the will of the international community again
and test another nuclear device.

There were media reports suggesting that the North Korean government was moving in a direction
regarded as more amenable to the international community. Indeed, some reports intimated that
the leader of North Korea, Kim Jong-il, expressed regret for the nuclear test. Other reports
indicated that Kim Jong-il had given assurances to Chinese envoy, Tang Jiaxuan, that there would
be no further nuclear tests. Kyodo, the Japanese news agency, even reported that the North
Korean leader said that he wished to honor the 1992 declaration, which aimed at ending nuclear
proliferation on the Korean peninsula.

The United States, however, did not quickly accept this version of events. On her return trip from
her Asian tour, United States Secretary of State , Condoleezza Rice, said that she knew nothing
about these developments and expressed the view that North Korea demonstrated little desire to
resolve the matter. According to British media (BBC), Rice said, "Tang did not tell me that Kim
Jong-il either apologized for the test or said that he would not ever test again." She went on the
note, "The Chinese did not, in a fairly thorough briefing to me, say anything about an apology. The
North Koreans, I think, would like to see an escalation of the tension."

Editor's Note: The nuclear test and earlier missile tests intensified the widely-held view that North
Korea was a threat to global security. Moreover, these moves by North Korea effectively served to
further isolate the country and confirm its pariah status within the international community.
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A Return to Diplomacy? Late 2006-2007

December 2006 marked the resumption of multilateral talks regarding North Korea's controversial
nuclear program. North Korea, South Korea, China, Japan, Russia and the United States indicated
their return to the negotiating table after a year-long hiatus. The re-opening of dialogue came a few
months after North Korea caused global anxiety when it tested a nuclear weapon. That incident
resulted in international condemnation, and ultimately prompted the imposition of sanctions against
North Korea by the United Nations.

While the news of the recommencement of six-party talks was welcomed, there was also a
pervasive sense of caution. Experts conveyed limited optimism about the prospects of forging a
resolution amenable to all parties. Indeed, the United States has consistently expressed vociferous
opposition to the notion of North Korea being a nuclear power, while North Korea has been
equally adamant about its need for nuclear weapons. These two absolutist positions have resulted
in an impasse.

In preliminary talks with his Chinese and South Korean cohorts in the Chinese capital of Beijing,
United States Envoy Christopher Hill expressly stated that he believed Pyonyang had a clear choice
to make. To this end, he said, "We can either go forward on a diplomatic track or you have to go
to a much more difficult track. That is a track that involves sanctions and I think ultimately will
really be very harmful to the economy."

This view from Washington, however, was not likely to resonate particularly well with Pyongyang.

First, North Korean Envoy Kim Kye-gwan made it clear that his country required nuclear
weaponry for deterrent purposes. Second, he expressed the view that the problem was not rooted
in North Korea's nuclear program itself, but rather, it stemmed from the hostile stance of the
United States toward North Korea. He said, "The biggest problem is that the United States needs
to change its hostile policy against North Korea. When they change their policy from a hostile
stance to one of peaceful co-existence, the problem can be resolved."
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The clear disconnection between the two perspectives on the eve of the resumption of multilateral
talks augured grave difficulties during the negotiating process. In fact, it suggested that concurrence
was not likely to be found easily. Nevertheless, the return of all parties to the table for dialogue
presented a new opportunity to find creative solutions. For example, despite the hardline positions
referenced above, there have been some suggestions that the United States might be willing to
consider easing the financial component of the existing sanctions. Such a move could pave the
way for decreased intransigence by North Korea. As well, there were hopes that an earlier offer
by the United States of a security guarantee could be used as the foundation for forthcoming
negotiations. That arrangement offered North Korea a security guarantee in exchange for the
cessation of its nuclear program. In actuality, the December 2006 talks ended inconclusively.

A month later in January 2007, it was announced that six-party talks on North Korea's nuclear
program would resume. In the background of such developments was the aforementioned testing
of a nuclear device by North Korea in the fall of 2006. That action did little to bolster
Pyongyang's case for its right to a nuclear program, and overshadowed prevailing hopes that North
Korea might abandon its nuclear ambitions and rejoin the Nuclear Non-Proliferation Treaty in
exchange for economic aid and security guarantees.

The situation was made more complex as a result of a financial dispute involving North Korea and
the United States (U.S). At issue was the 2005 decision by the U.S. to take action against a private
bank in the Chinese domain of Macao on the basis of North Korean money laundering. Fearing
consequences of the same sort, several other banks refrained from doing business with North
Korea as well. Now with the international community urging progress on the nuclear issue, North
Korea was hoping to link resolution of the financial dispute with whatever agreement could be
forged.

By February 2007, the multilateral discussions commenced in China between all six parties --
North Korea, South Korea, China, Japan, the United States, and Russia. Progress was quickly
made during the six-party talks in Beijing when North Korea agreed to move closer toward the
position of disarmament. Of particular interest was an agreement reportedly requiring Pyongyang
to shut down its nuclear facilities at Yongbyon over the course of the ensuing months, in lieu of
aid, such as fuel oil provided by the United States and South Korea. The draft agreement, which
had been drafted by Chinese, also called for the return of international inspectors to North Korea.

No concurrence was yet forged days after talks began. Nevertheless, spokespersons from the
United States and North Korea refrained from harsh rhetoric, and instead commented on the work
yet to be accomplished. Notably, United States delegate, Christopher Hill, struck a note of cautious
optimism saying in an interview with Agence France Presse, "I think we have managed to get
through what we thought were tough issues but nothing is agreed until everything is agreed so we
must be very cautious." Along a similar vein, North Korean delegate, Kim Kye-gwan, said "There
are still differences on a series of issues in the overall talks, so we will try to work them out."
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The shift in tone on the parts of both the United States and North Korea demonstrated a sharp
contrast to dynamics of the previous several years. The United States demonstrated greater
willingness for dialogue during meetings in Berlin, which preceded the Beijing multilateral talks.
Meanwhile, North Korea has been facing a massive food crisis in the winter months -- a scenario
that may have also contributed to the more productive dynamics in 2007.

By February 13, 2007, it was announced that concurrence had been reached. As noted above,
North Korea agreed to shut down its nuclear facilities at Yongbyon within 60 days in exchange
for 50,000 tonnes of fuel oil or economic aid of equal value, with 950,000 tonnes of fuel oil or
equivalent received after further disarmament steps are taken. As well, both Japan and the United
States agreed to discuss the possibility of normalizing ties with North Korea -- something that
Pyongyang has been seeking for some time. The United States also said that it would work with
North Korea to resolve the banking dispute discussed above, and it would consider the prospects
of removing North Korea from its list of state sponsors of terrorism.

United States President George W. Bush said that the deal represented "the best opportunity to use
diplomacy to address North Korea's nuclear programs." In his official statement, he also stated
that the agreement was emblematic of "the common commitment of the participants to a Korean
Peninsula that is free of nuclear weapons."

Yet to be seen was whether or not the agreement would be ratified by all six parties, and also
whether or not North Korea would fully comply with the provisions of the deal. For example, the
state news agency of North Korea issued a report referring to the "temporary" suspension of
nuclear activities, rather than enduring disarmament. United States negotiator, Christopher Hill,
warned that the resumption of nuclear activities in the future would be a clear violation of the
agreement.

In the third week of June 2007, North Korea reportedly agreed to shut down its nuclear reactor at
Yongbyon and, then, disable its nuclear facilities. North Korea also noted that it was inviting
International Atomic Energy Agency (IAEA) inspectors to return to North Korea to monitor the
closure of its nuclear program and facilities. To that end, IAEA inspectors were expected to visit
North Korea on June 26, 2007, for the first time since their dismissal from that country in 2002.

These announcements came months after the Chinese drafted an agreement in February 2007 (as
noted above), in which the closure of the reactor at Yongbyon would be secured, in lieu of heavy
fuel oil that would be secured by other countries (noted below) participating in the multilateral
nuclear disarmament talks. The total amount of fuel oil -- one million metric tons -- appeared to
more substantial that the original quantity discussed earlier in the year under the Chinese-brokered
plan. In addition, diplomatic recognition and humanitarian aid benefits were included in the deal.
Also included in the arrangement was the untangling of aforementioned financial dispute. With the
deal now moving forward, North Korea said that it would begin the process of shutting down
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operations at Yongbyon within weeks, pending receipt of the frozen funds. Russia, which worked
to facilitate the complex transfer, said that the money was in the process of being delivered.

North Korea characterized talks with United States nuclear envoy, Christopher Hill, on these
matter as being both "comprehensive and productive." Hill responded to the developments
positively but noted that the closure of the reactor at Yongbyon was only the start of an ongoing
process, and would not solve all the problems at hand. Hill also said that a new round of six-party
disarmament talks, which has included North Korea, South Korea, China, Japan, Russia and the
United States, would commence in July 2007.

In mid-July 2007, North Korea said that it shut down its nuclear reactor at Yongbyon. A team of
inspectors from the International Atomic Energy Agency (IAEA) was monitoring the situation at
Yongbyon in order to verify Pyongyang's claim. Nevertheless, the announcement was welcomed
by the countries of the West, the wider world, and particularly by the countries participating in
multilateral talks with North Korea aimed at disarmament.

In October 2007, South Korean President Roh Moo-hyun and the North Korea's leader Kim Jong-
il signed a joint declaration calling for a permanent peace agreement on the Korean Peninsula.
The eight-point declaration set forth an agenda for international dialogue aimed at crafting a treaty,
which would replace the existing armistice that brought an end to the Korean War that took place
from 1950 to 1953. The two Korean leaders signed the declaration following a historic summit in
Pyongyang and issued the following statement, "The South and North share the view that they
should end the current armistice system and build up a permanent peace system."

The declaration also came on the heels of a significant announcement by North Korea that it would
end its nuclear ambitions. To that end, Pyongyang formally agreed to a timetable for the disabling
of its nuclear facilities. Pyongyang also agreed to disclose details about its nuclear program by the
close of 2007. North Korea has additionally been scheduled to surrender its stockpile of nuclear
weaponry in 2008.

A Return to Defiance and Provocation 2008 - 2009

In March 2008, North Korea was reported to have rest fired several short range missiles from its
western coast into the Yellow Sea. The Yonhap news agency reported that the missiles were
Russian-designed Styx ship-to-ship missiles with a range of 29 miles or 46 kilometers. For its part,
the South Korean government dismissed the missile tests by characterizing them as "ordinary
military training." But the United States responded to this development by noting that it was "not
constructive." Moreover, a spokesperson for the United States government called on Pyongyang
to "focus on the denuclearization of the Korean peninsula."
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In July 2008, a South Korean woman was shot to death by a North Korean soldier. North Korean
authorities said that the 53-year old woman strayed from the special tourism zone in the
mountains into a restricted area of the Mount Kumgang resort. More than one million South
Korean visitors have traveled to the resort, which is located in a strategic nazal area, in the last
decade without any such incident occurring. South Korean authorities responded by suspending
cross-border trips, pending an investigation. Because cross-border tourism trips have been the
fulcrum of economic and cultural cooperation in the last decade, the incident had the potential to
adversely affect cross-border relations. It was viewed as a setback at a time when South Korean
President Lee Myung-bak has advocated fresh dialogue with North Korea.

In September 2008 when North Korean leader Kim Jong-il failed to appear at a military parade
marking the 60th anniversary of the founding of his country, and then failed to attend the annual
Chuseok festival, speculation arose about the state of his health. North Korea denied South
Korean claims that Kim Jong-il was suffering from a stroke, characterizing the suggestion as
"worthless." A newspaper in Japan surmised that the North Korean leader was suffering from
seizures in recent months and was unable to lead as a result. As with the South Korean claim, the
North Korea rejected any suggestion that its leader is unwell and blamed the foreign media for
carrying out a conspiracy. Nevertheless, the question of Kim Jong-il's health sparked questions
about leadership succession in nuclear North Korea. There has been no public announcement
about a possible successor to Kim Jong-il and, as such, there were now anxieties about a possible
power vacuum.

Meanwhile, despite Kim Jong-il's absence on the national -- and international -- scene, geopolitical
troubles resurfaced when Pyongyang indicated that it would start reconstituting its main nuclear
facility at Yongbyon in protest of the United States' decision to keep it on a list of state sponsors of
terrorism. The development would halt -- and even reverse -- much of the diplomatic work done
in recent years. That work culminated in the 2007 agreement calling for Pyongyang to relinquish

its nuclear ambitions in return for humanitarian aid and diplomatic concessions.

Pyongyang finally handed over the details relating to its nuclear program in July 2008 and
destroyed its main cooling tower as a sign of its commitment to the "disarmament for aid" deal.
Pyongyang then expected that North Korea would be dropped from the United States' terrorism
"black list." However, lack of progress on that front has led to Pyongyang's belief that the United
States has not fulfilled a key component of the "disarmament for aid" agreement, hence its decision
to restart nuclear reactor at Yongbyon. For its part, the United States has said that North Korea
would remain on its list of state sponsors of terrorism until North Korea's disarmament process is
fully verified.

October 2008 saw the United States move to remove North Korea from its list of state-sponsors
of terrorism. The development came after multilateral talks between North Korea, the United
States, China, South Korea, Russia and Japan and appeared to end some dissonance that had been
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brewing in recent months, despite multilateral concurrence on North Korean disarmament.

The United States' decision to move in the direction of removing North Korea from the "black list"
suggested that progress had been made on the verification process. Indeed, a spokesperson for
North Korea's foreign ministry confirmed that Pyongyang would now resume disabling its nuclear
facilities and allow international monitors access in order for the verification process to take place.
The spokesperson was reported to have said: "We welcome the United States' implementation of
its duty to remove us from the list of states sponsoring terrorism. We have decided to resume the
disabling of nuclear facilities in Yongbyon and to allow United States and International Atomic
Energy Agency monitors to carry out their work again."

The situation was different some months later. The start of 2009 was marked on the Korean
peninsula by devolving relations between Pyongyang and Seoul. At issue has been the more hard-
line approach taken by South Korea's President Lee Myung-Bak in the last year since coming to
power. Significantly, the South Korean president reversed the "sunshine" policy bestowed aid to
North Korea. President Lee said that economic assistance would now be dependent on North
Korea’s willingness to completely end its nuclear weapons program.

North Korea responded with outrage at the change. In January 2009, North Korea announced that
it had enough plutonium stocks to produce four or five nuclear weapons. The third week of
January 2009 saw North Korea warn South Korea that its "confrontational" policies could lead to
retaliation by the nuclear power. Military authorities in Pyongyang told Seoul that it would bolster
its "nuclear deterrent force" in the face of perceived threats. In response, South Korean authorities
called for amplified troop strength. At the start of February 2009, it was reported that North Korea
was preparing to test-fire the long-range Taepodong-2 missile. Then, by mid-month, North Korea
was declaring its right to launch a satellite as part of its space program. Since North Korea has, in
the past, characterized rocket launches in similar terms, it was believed that the term “space
program” was associated with the anticipated missile launch.

On the other side of the equation, South Korea's President Lee Myung-Bak has eschewed
beginning negotiations from too-conciliatory a stance, cautioning previous South Korean leaders
had gone down that path with no substantial end result to show for those efforts. That said, the
South Korean president did not foreclose re-entering peace talks with the North. To that end, he
said, in a national radio address "I am very aware there are people who are concerned about the
recent series of North Korean threats. But you do not need to worry too much. The government is
ready to sit down with North Korea at any time and resolve every issue."

Multilateral talks aimed at halting North Korea's nuclear ambitions in exchange for aid saw some
progress in recent years, however, the diplomatic efforts have slowed more recently. Indeed, the
stance by the new South Korean leader, which was crafted by his nominee for Unification
Minister, Hyun In-taek, appears to have brought diplomacy to a halt. In fact, North Korea has
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threatened to end all talks with the South if Hyun was confirmed for the job.

Amidst this growing imbroglio, some analysts have said that efforts by the Obama administration in
the United States could potentially thaw increasingly cold relations between the two Koreas.
Obama’s Secretary of State, Hillary Clinton, was scheduled to travel to Asia in mid-February
2009.

Before arriving in Asia on her first overseas trip, United States Secretary of State Hillary Clinton
warned North Korea against any "provocative action and unhelpful rhetoric." En route to Asia,
Clinton said that North Korea had to adhere to its commitments to dismantle its nuclear programs.
She said, "The North Koreans have already agreed to dismantling...We expect them to fulfill the
obligations that they entered into."

But the United States’ top diplomat was also critical of the Bush administration for abandoning the
1994 agreement with North Korea, which was forged during the presidency of Bill Clinton. The
1994 framework, which called for North Korea to give up its weapons program, collapsed when
the Bush administration accused Pyongyang of maintaining a parallel (secondary) enriched uranium
program. Clinton suggested that Pyongyang's decision to restart its nuclear program may have been
partially due to the Bush administration's intemperate accusations of North Korea.

Clinton was confronted with a significant challenge on the trip to Asia, and particularly, the Korean
peninsula. Amidst devolving relations between Pyongyang and Seoul, North Korea was hinting that
it was preparing to test-fire the long-range Taepodong-2 missile, which has been reported to be
capable of reaching Alaska from the north-eastern coast of North Korea. Accordingly, she was
tasked with taking a strong positions on, first, the missile test, and second, on North Korea’s
nuclear ambitions, while also working to reinvigorate the diplomatic process in the region and
improving relations between Pyongyang and Washington.

To these ends, Clinton warned that relations between her country and North Korea were unlikely
to improve unless Pyongyang was willing to engage in dialogue with Seoul. Clinton, who was
speaking in the South Korean capital, took a sharp tone as she called on North Korea to bring an
end to its nuclear ambitions, consistent with the provisions of United Nations Security Council
Resolution 1718. She also characterized the notion of a missile test as “provocative.” Nevertheless,
Clinton made clear that diplomacy was the central focus of her objectives by announcing a special
envoy to North Korea. Clinton aimed former Ambassador Stephen Bosworth, who served in South
Korea from 1997 to 2000, to that role.

By March 2009, North Korea was threatening to go to war with any entity that tried to shoot down
the (aforementioned) satellite it intended to launch. A statement by the North Korean military read,
"We will retaliate any act of intercepting our satellite for peaceful purposes with prompt counter-
strikes by the most powerful military means." It also included the following assertion: "Shooting
our satellite for peaceful purposes will precisely mean a war."

Korea, South Review 2016 Page 206 of 487 pages



Korea, South

In a presumed effort to augment its warning, North Korea said its military was placed on full
combat alert. This warning came at a time when scheduled joint military exercises between South
Korea and the United States were about to commence.

The 2009 Nuclear Test, Missile Tests, and Consequences

In mid-March 2009, according to the International Maritime Organization, North Korea set a date
to execute its space launch between April 4-8, 2009.

Meanwhile, the newly-appointed United States envoy to North Korea, Stephen Bosworth, who
was in Asia to revitalize six-party denuclearization talks, noted that a launch by North Korea would
be "ill advised." As well, United States Secretary of State Hillary Clinton warned that if
Pyongyang went ahead with the launch, there were "a range of options" that could be taken,
including action by the United Nations Security Council. Of significance was a clear effort not to
ratchet tensions any higher as exemplified by Clinton’s acknowledgement that six-party
denuclearization talks would not be affected.

In early April 2009, North Korea said that its attempt to launch a satellite into orbit ended in failure
with parts of the rocket landing in the Pacific Ocean. But such an end did little to quell the
international outcry. Throughout, the United States and South Korea have said that North Korea's
claim of launching a satellite in space was just a cover for an actual missile test of the Taepodong-
2. Accordingly, they have urged the United Nations Security Council to issue a strong response at
an impending emergency session, which was called by Japan. The United States, South Korea and
Japan regard the launch to be an abrogation of United Nations Security Resolution 1718, which in
2006 banned North Korea from ballistic missile activity. On the other side of the equation, China
and Russia have advocated a restrained and measured response.

Appearing in public for his first major official appearance since 2008, North Korean leader Kim
Jong-il attended a parliamentary session in April 2009 in which he was re-elected as the country's
leader. His arrival in the Supreme People's Assembly was met with a standing ovation. Visibly
thinner than he was in the latter part of 2008, there was speculation that his health -- possibly due
to a stroke -- may have been at risk. But ahead of the parliamentary vote, authorities began a
public relations campaign of sorts in which Kim Jong-il was shown on video touring farms and
factories across the country. Indeed, there was even some suggestion that the controversial rocket
launch that took place days earlier may have been part of the campaign orchestrated to show Kim
Jong-il in control of the country. Motive aside, the matter became the subject of debate at the
United Nations Security Council where member states were debating what action -- if any --
should be taken against North Korea.
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Late in April 2009, North Korea announced that it was withdrawing from multilateral disarmament
talks and restarting its operations at the Yongbyon nuclear plant. This decision to withdraw from
the negotiating table and resume reprocessing spent fuel rods came after the United Nations (UN)
Security Council decided to impose sanctions on three North Korean companies. That decision by
the UN Security Council was reached in the aftermath of a controversial missile launch. North
Korea maintained that it had simply launched a satellite in space and so characterized the
international reaction as "a wanton violation of the UN charter." In the face of North Korean
defiance, the United States Secretary of State Hillary Clinton has called on North Korea to return
to its previous agreement to end its nuclear program on the Korean peninsula.

On May 25, 2009, North Korea said it had successfully conducted an underground nuclear test.
North Korea said this test contained more explosive power than an earlier nuclear test conducted in
2006.

Several independent entities confirmed that a powerful explosion had been registered, resulting in
the conclusion that it was caused by the nuclear test. Indeed, the United States Geological Survey
said that a 4.7 magnitude seismic tremor was detected underground and indicated a nuclear
explosion of some kind. As well, the Russian Defense Ministry was also reported to have said it
detected the explosion. The actual location of the testing was unknown but South Korea noted
that a seismic tremor had been detected in the north-eastern part of the country close to Kilju.
This was the area where North Korea's first nuclear test had been conducted.

Geopolitical analysts were trying to determine why North Korea had chosen to move from
negotiations to a clearly confrontational stance. Two years earlier, North Korea agreed to close its
nuclear facility at Yongbyong and comply with international monitoring of its nuclear assets. In
exchange, it was to be the recipient of a generous aid package. Later, however, North Korea
withdrew from long-running multilateral negotiations and stopped inspectors from monitoring
progress related to the denuclearization of the Korean Peninsula.

There was some speculation that after a woeful harvest -- with up to a quarter of the North Korean
population in desperate need of food aid, according to the World Food Programme -- Pyongyang
may have been trying to divert attention from this internal crisis. There was also some suggestion
that the domestic worries may have prompted an internal power struggle, which ultimately may
have spurred the move by hard-liners within the regime. Specifically, a power struggle stemming
from the line of succession, with party loyalists backing Kim Jong-il's son, and the military
opposing this move, may have led to the extroversion of military might. Yet another theory
centered on the notion that Pyongyang has a history of provocation ahead of conciliation at the
negotiating table.

For its part, Pyongyang appeared to indicate its motive via a communique announced on state
radio, which asserted that the underground nuclear testing had been "successfully conducted... as
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part of measures to enhance the Republic's self-defensive nuclear deterrent in all directions.” The
statement went on to note that the test was intended to "contribute to safeguard the sovereignty of
the country and the nation and socialism.” Pyongyang also offered assurances that the
underground nuclear testing had ensued in a safe manner with advanced technology.

International news agencies reported that in addition to the underground nuclear test, North Korea
also test-fired two short-range missiles. There were reports that the test firing of these missiles was
aimed at disrupting the ability of United States’ surveillance of the nuclear testing.

The international community reacted with outrage and condemnation to these collective actions,
which occurred just a month after North Korea test fired a long-range missile capable of reaching
Asia as well as parts of the United States.

Crisis talks were convened by Japan and South Korea respectively. A spokesman for South
Korean President Lee Myung-bak said that North Korea’s decision to conduct nuclear testing was
a "grave challenge" to international non-proliferation efforts. Japanese Chief Cabinet Secretary
Takeo Kawamura deemed the path embarked on by North as "unacceptable."

United States President Barack Obama called the action by North Korea a threat to international
peace and stability. He warned, “The danger posed by North Korea's threatening activities
warrants action by the international community.” The American president observed that North
Korea is "not only deepening its own isolation, it's also inviting stronger international pressure.”

United Kingdom Prime Minister Gordon Brown said North Korea’s nuclear activities "undermine
prospects for peace on the Korean peninsula."

One of North Korea’s closest allies, China, joined the wider international realm in decrying the
nuclear testing. The Chinese Foreign Ministry issued a statement that read: "China expresses a
resolute protest against new nuclear weapons tests carried out by the Democratic People's Republic
of Korea, in defiance of the objections voiced by the world community.” The Chinese government
also demanded that North Korea to honor its obligations related to denuclearization of the Korean
Peninsula. At the wider level China called for peaceful and calm dialogue to resolve the
burgeoning crisis.

Another of North Korea’s closest allies, Russia, closed ranks with Western powers in denouncing
North Korea’s actions. The chairman of the State Duma Defense Committee, Viktor Zavarzin,
echoed the words of United States President Obama. Zavarzin said, "The actions of the North
Korean leadership can be described as threatening international peace and security. The whole
world community should be involved in resolving this problem, in particular within the framework
of the UN Security Council.”

Russia, which was at the helm of the rotating presidency, called for an emergency session of the
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United Nations (UN) Security Council, noting that North Korea had violated UN Security Council
Resolution 1718.

In fact, the Russian Foreign Ministry categorically rebuked North Korea’s actions in a statement
that read: “We cannot describe the North Korean move other than as a breach of UN Security
Council resolution 1718, which prohibits Pyongyang from carrying out nuclear tests.” The
statement continued, “The North Korean nuclear test has a serious impact on international efforts
aiming to strengthen the Nuclear Non-Proliferation Treaty and breaches the international regime
provided by the Comprehensive Nuclear Test Ban Treaty."

Indeed, UN Security Council Resolution 1718 exists in tandem with Article 41 of Chapter VII of
the UN Charter and compels compliance by all member states. A nuclear test would be an
unassailable violation of UN Security Resolution 1718, which itself imposed sanctions in North
Korea after it conducted a previous test in 2006.

Not surprisingly, the UN Security Council rapidly reacted with a strenuous statement of
condemnation, registering North Korea’s contravention of the resolution, demanding that North
Korea return to multilateral talks aimed at denuclearization, and reminding all member states that
they must comply with sanctions imposed on North Korea. The UN Security Council also made
clear that further action, in the form of a new resolution with stronger measures, was in the offing.

After the emergency meeting of the UN Security Council, Vitaly Churkin -- Russian envoy to the
UN and the current president of the body -- made clear that work on the new resolution would
start immediately. He said, "The members of the Security Council have decided to start work
immediately on a Security Council resolution on this matter, in accordance with the Security
Council's responsibilities under the Charter of the United Nations."

Susan Rice, United States Ambassador to the UN, also said that the formulation of a new
resolution with more stringent measures would commence right away. Rice said, "The US thinks
that this is a grave violation of international law and a threat to regional and international peace and
security. And therefore the United States will seek a strong resolution with strong measures."

On May 27, 2009, the North Korean military announced it was abandoning the armistice that
brought an end to Korean War. The North Korean military said the action was being taken in
response to South Korea's decision to participate in the Proliferation Security Initiative (PSI).
North Korea said that South Korea's decision to join PSI -- a United States-led effort to patrol the
oceans in search of nuclear weapons -- was tantamount to a "declaration of war" and promised
military action if its shipping vessels were intercepted. In another development, South Korean
media reported that steam had been observed emanating from North Korea's nuclear plant at
Yongbyon -- a sign indicating North Korea had decided to recommence the manufacture of
weapons-grade plutonium.
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By the end of the month, North Korea had fired a total of six short-range missiles and United
States military officials warned that further missile launches were likely in the works. Military
officials in Washington D.C. said that satellite photographs indicated activity at a facility from
which North Korea has in the past fired long-range missiles. Meanwhile, with the UN Security
Council contemplating action in response to North Korea's nuclear test days earlier, Pyongyang
warned that it could take "self defense" actions if sanctions were imposed.

In the first week of June 2009, United States Secretary of State Hillary Clinton said that North
Korea could well be reinstated on her country's list of countries viewed as sponsors of terrorism.
With some politicians in the United States calling for such a response, the country's top diplomat
said, "Well, we're going to look at it. There's a process for it. Obviously we would want to see
recent evidence of their support for international terrorism."

North Korea was removed from the terror list in October 2008 when it was compliant with a
denuclearization agreement brokered via multilateral talks. But North Korea's recent decisions to
pursue nuclear activities, manifest most blatantly in an underground nuclear test, as well as a volley
of short-range missile tests, have rendered that agreement functionally void. Secretary of State
Clinton observed, "Obviously they were taken off of the list for a purpose and that purpose is
being thwarted by their actions."

Secretary of State Clinton also warned that North Korea was likely to face harsh consequences
from the United Nations, as the international body contemplated a new resolution against North
Korea. To that end, Clinton said, " We think we're going to come out of this with a very strong
resolution with teeth that will have consequences for the North Korean regime." She continued,
"If we do not take significant and effective action against the North Koreans now, we'll spark an
arms race in North-East Asia."

In the second week of June 2009, Russian officials warned that North Korea was close to test-
firing another ballistic missile. The Russian military reportedly claimed that it had accessed
information pertaining to the type of rocker to be launched although it was unaware of a specific
launch date. This claim was somewhat supported by reports that North Korea warned shipping
vessels to stay away from its east coast waters for a period for three weeks.

Meanwhile, the United States special envoy to North Korea, Stephen Bosworth, said in an address
to the Korea Society in New York that his government was considering stronger responses to the
challenges posed by North Korea’s recent missile activities. He said, "North Korea's recent actions
to develop a nuclear and intercontinental ballistic missile capacity require that we expand our
consideration of new responses.” He continued, "However, the North Korean claim to be
responding to a 'threat' or a 'hostile policy' by the United States is simply groundless. Quite to the
contrary, we have no intention to invade North Korea or change its regime through force, and this
has been made clear to the DPRK repeatedly.”
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Among the possible responses being considered by the United States were financial sanctions, as
well as tougher inspections of shipping vessels in waters surrounding North Korea. Related to
these possible moves was the unanimous decision by the United Nations Security Council to
impose harsh new sanctions against North Korea in response to the nuclear test carried out in May
2009. Included in the new sanctions regime was the expected provision for the increased
inspection of North Korean cargo not only on shipping vessels, but also on land and by air, and it
authorized the destruction of any materials suspected of being linked to weapons of mass
destruction. The new sanctions regime also expanded the arms embargo against North Korea,
effectively prohibiting the sale of heavy and small arms by North Korea.

Rosemary DiCarlo, the United States deputy ambassador at the United Nations said: "North Korea
chose a path of provocation. This resolution will give us new tools to impair North Korea's ability
to proliferate, and to threaten international stability." In a rare show of solidarity with the
international powers against North Korea, China said that the measures showed that the world
opposed Pyongyang’s nuclear ambitions. Indeed, Chinese ambassador, Zhang Yesui, said: "We
strongly urge the DPRK (North Korea) to honor its commitment to de-nuclearization, stop any
moves that may further worsen the situation, and return to the six-party talks." He also rebuked
North Korea for jeopardizing regional security by carrying out the nuclear test.

For its part, North Korea reacted to these developments by threatening to weaponize its stocks of
plutonium. United States Secretary of State Hillary Clinton said that this threat by Pyongyang was
both “provocative” and “deeply regrettable.” She warned that the move would serve only to
isolate North Korea even further from the wider international community.

Meanwhile, a political confrontation between the United States and North Korea could become
more likely after reports emerged that a North Korea court convicted two American journalists of
"hostile acts" and illegal entry into the communist state. Despite international protests and the two
journalists' insistence of innocence, Laura Ling and Euna Lee were sentenced them to 12 years in
a labor prison. The families of the two journalists have urged that they not be part of the
burgeoning political challenge over North Korea's nuclear activities.

In other developments in North Korea, Kim Jong-nam, the eldest son of North Korean President
Kim Jong-il, confirmed in an interview with Japanese media that his youngest brother -- Kim Jong-
un -- was named to succeed his father. Kim Jong-nam also said, "The appointment of a successor
is totally my father's decision."

By the third week of June 2009, as reports emerged about a long range missile launch by North
Korea -- quite possibly in the direction of Hawaii -- United States Defense Secretary Robert Gates
noted that his country was "in a good position" to protect itself. Secretary Gates said, "We do have
some concerns if they were to launch a missile to the west in the direction of Hawaii." But he
made it clear that the United States had approved the deployment of both radar and missiles
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"provide support,” should the American state of Hawaii face attack. United States President
Barack Obama later echoed these assurances in an interview with CBS News. President Obama
said, "This administration - and our military - is fully prepared for any contingencies." The
American president dismissed the notion that it was warning of a military response against North
Korea. But he also said, "I don't want to speculate on hypotheticals. But I do want to give
assurances to the American people that the T's are crossed and the I's are dotted."

In other developments, United States President Barack Obama renewed its sanctions -- separate
from the United Nations sanctions -- against North Korea. President Obama explained that North
Korea's nuclear development combined with threats posed a national security risk to the United
States and destabilized the region of eastern Asia. The American president also said his
administration would end the cycle of responding to North Korean nuclear threats by granting
concessions and incentives to Pyongyang.

Around the same time, the United States, North Korea's neighbors and the wider international
community were all bracing for a possible missile launch by Pyongyang in the direction of Hawaii
-- a presumed act of retaliation for the new sanctions. Earlier, President Obama had said that the
United States military was prepared to deal with any of contingencies posed by a possible North
Korean missile launch.

On July 2, 2009, North Korea test-fired four short-range missiles. According to South Korea's
Yonhap News Agency, two surface-to-ship missiles had been fired from the port of Wonsan while
the other two were launched from Sinsang-ni. All four were fired into the Sea of Japan, which
South Korea regards as the "East Sea." The missile tests were not surprising as Pyongyang issued
warnings to shipping vessels, urging them to avoid coastal waters. Two days later, North Korea
was suspected of firing another seven ballistic missiles. These seven Scud-type missiles were
launched from an east coast base and, as before, fell into the Sea of Japan, also known as the East
Sea.

The timing of the missile tests coincided with the United States' celebration of its Independence
Day on July 4, 2009, and was regarded as a clear act of defiance against Washington.
Nevertheless, the United States was joined by Russia and China in calling for calm. Russia and
China urged North Korea to return to the negotiating table and said all parties should work to avoid
further destabilization of the region. The United States also said that the tense situation should not
be exacerbated. Using highly restrained language, a United States Department of State official said
the volley of missile tests were "not helpful" and said that North Korea should not "aggravate
tensions" but instead "focus on denuclearization talks." While British Foreign Secretary David
Miliband echoed this sentiment by saying that tensions on t he Korean peninsula should remain "at
manageable levels," Japan and South Korea struck a somewhat harsher tone in saying that the
missile launches constituted an "act of provocation."
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In August 2009, former United States President Bill Clinton traveled to Pyongyang in the North
Korea to try to press for the release of two American journalists, Laura Ling and Euna Lee, who
had been arrested and sentenced to prison for crossing the border into North Korea. Former
President Clinton -- the husband of the United States Secretary of State Hillary Clinton -- arrived
in Pyongyang in the early hours of August 4, 2009 and was warmly met by a North Korean
delegation that included a nuclear negotiator. The landmark visit by the former United States
leader came at a time of increasing tensions between Pyongyang and the West over its nuclear
program. After a meeting between Clinton and Kim Jong-il, a special pardon for Ling and Lee was
announced. Former President Bill Clinton is the highest ranking American to visit North Korea
since his own Secretary of State Madeleine Albright met with Kim Jong-il in 2000. Whether or not
this particular success would extend to an overall thaw in relations between Pyongyang and
Washington D.C. was yet to be seen. See "Foreign Relations" for details.

Later in August 2009, North Korea deployed envoys to the United States to meet with New
Mexico Governor Bill Richardson. The seasoned diplomat, Richardson, served as United Nations
ambassador and Energy Secretary under the Clinton administration in the 1990s, and was
responsible for helping to broker an agreement with the North Koreans that brought a temporary
end to its nuclear development.

Following his meeting with the North Koreans, Governor Richardson, a Democrat who endorsed
Barack Obama for president, said that believed that Pyongyang had issued "good signals" that
pointed toward the restarting of dialogue with Washington. Indeed, multilateral talks on North
Korea's controversial nuclear program had stalled in recent times, and relations became
increasingly strained after North Korea went forward with an underground nuclear, followed by a
succession of missile tests. Now, however, in the aftermath of a successful but unofficial trip by
former President Bill Clinton to North Korea to secure the release of two American journalists,
Governor Richardson said that he believed the climate had improved. Indeed, Governor
Richardson said that he indicated a "thaw" in relations and believed that North Korea was "ready
for a new dialogue with the United States regarding the nuclear issue."

That said, an actual diplomatic breakthrough was still in the offing. According to Governor
Richardson, North Korea remained intransigent on the issue of returning to six-party talks.
Instead, Pyongyang believed that it had earned some goodwill and wanted to pursue direct
bilateral talks with the United States. To this end, Governor Richardson said that Pyongyang had
"obviously used the journalists as a bargaining chip" and was looking for a reciprocal a "gesture"
from Washington.

The Obama administration has indicated that while it was willing to return to the negotiating table
with North Korea within the multilateral framework, with an eye on irreversible denuclearization, it
would not soon engage in direct talks. State Department spokesman, lan Kelly, said: "Our goal is
the denuclearization of the Korean Peninsula. And, of course, we want to see progress toward
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that."

The White House also made clear that it had not orchestrated the meeting between the North
Korean envoys and the New Mexico governor. As well, Governor Richardson expressly noted that
he was not acting as an emissary on behalf of President Obama.

After the meeting between the Governor Richardson and the North Korean envoys, North Korea
invited the United States envoy to North Korea, Stephen Bosworth, for direct negotiations on its
nuclear program. South Korea media reported that there were rumblings about the White House
giving serious consideration to the idea of actually sending Bosworth to North Korea. But on the
record, the United States embassy in Seoul would offer no comment on the matter.

On September 18, 2009,North Korean leader Kim Jong Il said that he was ready for talks aimed at
resolving his country's nuclear dispute with the international community. According to China's
state-run new agency Xinhua, Kim Jong-il said, "North Korea will continue to maintain its goal of
denuclearization and make efforts for the protection of peace and stability on the Korean
Peninsula." In an indication that he was prepared for either direct talks with the United States or to
return to six-party talks, he said: "I hope to resolve this issue through bilateral or multilateral
dialogue." These declarations signaled a marked shift in rhetoric from North Korea, which
appeared to be moving back toward the negotiating table. Meanwhile, China's presidential envoy,
Dai Bingguo, traveled to Pyongyang with an eye on just this objective of bringing North Korea
back to denuclearization talks.

In other developments, South Korea and North Korea agreed to the arrange reunions for
separated families from either side of the Korean peninsula. The reunions were scheduled to be
held from September 26, 2009 to October 1, 2009 in the Mount Gumgang area. The agreement
was forged following talks between delegates from the respective Red Cross societies in North
Korea and South Korea. A joint statement read as follows: "The South and the North will
continue to cooperate on the issue of separated families and other humanitarian issues involving the
Red Cross." The program of reuniting Korean families commenced in 2000 following a landmark
inter-Korean summit. Since that time, the two sides have held several reunions and orchestrated a
number of video exchanges although the last such meetings took place in October 2007. Soon
thereafter, South Korea's hard line government of President Lee Myung-bak came to power,
bilateral relations devolved, and the program was suspended. This 2009 agreement could be
illustrative of a possible breakthrough between the two sides.

On October 12, 2009, North Korea fires five short-range missiles into Sea of Japan (also known
as the East Sea). The surface-to-surface KN-02 missiles with a range of 75 miles were launched
south of Musudan-ri in the North Hamgyeong Province. As a precaution, North Korea had
banned shipping vessels from the waters off the east and west coasts from October 10 to October
20, 2009, according to the Yonhap news agency. It was the first missile launches by North Korea
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in several months and came after North Korea said that it was willing to return to multilateral talks
about its nuclear program.

At a time when North Korea indicated a willingness to return to the negotiating table for multilateral
talks on its nuclear program, China extended an overture of goodwill. In late October 2009,
Chinese President Hu Jintao invited his North Korean counterpart, Kim Jong-il, for a visit. The
invitation was offered when a North Korean official was in China for a meeting, intended to
strengthen ties between the two countries and mark their six decade-long alliance. It was believed
that North Korea was in the mood to reach out to the wider international community and was
looking to re-open dormant nuclear talks.

On Nov. 10, 2009, South Korean and North Korean ships exchanged heavy fire at sea in South
Korean waters when a North Korean patrol boat traversed the Northern Limit Line, which
demarcates the boundary between the two Koreas. The exchange of fire was described as having
lasted only for a short period of time and left a North Korean vessel in flames but with no
casualties on the South Korean side. There was no information available on the casualties -- if any
-- from Pyongyang. Whereas the South Korean authorities characterized the incident as
"accidental," the North Koreans said it was an "armed provocation."

Despite this incident, United States Secretary of State Hillary Clinton said that talks between
Washington and Pyongyang would go forward, as planned. Speaking at the Asia-Pacific
Economic Cooperation summit in Singapore, Secretary Clinton said, "This does not in any way
affect the decision to send ambassador Bosworth. We think that this is an important step that
stands on its own." To that end, Bosworth was expected to travel to Pyongyang for direct talks
with the North Koreans following the Asia-Pacific summit. It would be the first direct contact
between the United States and North Korea in more than a year. On the agenda during that
meeting would be the matter of North Korea's return to the stalled six-party talks on
denuclearization.

On Dec. 12, 2009, Thailand seized a cargo plane that was said to be carrying 40 tons of weapons
from North Korea to an unknown destination. The chartered Soviet-designed I1-76 aircraft, which
originated in the North Korean capital city of Pyongyang, was refueling at the Bangkok airport
when it was intercepted by the Thai military. The ensuing raid of the aircraft resulted in the
uncovering of missiles, rocket-propelled grenades and other weapons. As well, five crew members
-- four from Kazakhstan and one from Belarus -- were detained and taken into Thai custody. The
Thai authorities said they were acting as a result of a tip from foreign intelligence. Reuters
reported that the source was actually United States intelligence, based on information supplied by
an anonymous source. Reuters quoted that anonymous source as saying: "It [the plane] came
from North Korea and was heading for somewhere in South Asia, probably Pakistan." While
another news report stated the aircraft was headed on to Sri Lanka, geopolitical analysts suggested
that the Indian Ocean island might not have been the ultimate destination.
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Thai Deputy Prime Minister Suthep Thaungsuban confirmed that the weapons had been found
aboard the aircraft and that a transparent investigation was in the offing. Indeed, such an
investigation was likely to have international effects since the United Nations increased sanctions
against North Korea earlier in the year in response to controversial nuclear testing. Those
sanctions expressly addressed the transshipment of weaponry. But impoverished North Korea
derives much of its revenue from arms sales to countries in the Middle East.

Developments in 2010 - 2011

By early 2010, North Korea indicated that part of the new phase of negotiations on the
denuclearization of the Korean Peninsula should include a new peace treaty to replace the armistice
that ended the Korean War. North Korea said that a peace agreement should form the fulcrum of
negotiations on this matter and should be addressed prior to the return to six-party talks aimed at
ending Pyongyang's nuclear weapons program, or, as a central part of those multilateral
negotiations. In a statement published by North Korea's state-run news agency, the North Korean
Foreign Ministry said: "If a peace treaty is signed, it will help resolve hostile relations between
North Korea and the United States and speed up the denuclearization of the Korean peninsula."

North Korea also called for an end to the United Nations sanctions, which were imposed after it
conducted nuclear and ballistic missile tests in 2009. North Korean officials said that its return to
the negotiating table was contingent upon the lifting of those sanctions.

On January 29, 2010, North Korea reportedly fired artillery shells in the area of the Yellow Sea,
close to the country's maritime border with South Korea. It was third day that North Korea had
carried out such action, according to the South Korean military. Speculation abounded that the
provocative action by North Korea may have been aimed at forcing the United States and South
Korea to respond to its proposal for a peace treaty to officially end the Korean War, which has
effectively ceased via a prevailing armistice rather than an actual peace agreement. North Korea,
as discussed above, has argued that it cannot advance further denuclearization talks without the
foundation of a peace treaty.

In February 2010, reports from Reuters indicated that dire economic conditions in North Korea has
led not only to mass starvation of already-impoverished North Korean citizens, but also growing
unrest and social destabilization as a result of these realities. The situation has led to speculation
that North Korea may be under pressure to end its boycott of multilateral denuclearization talks,
with an eye on gaining international aid. Indeed, North Korea's recent actions -- both its
provocative firing of artillery shells as well as its newly-found desire for a peace agreement -- are
related to its underlying desire to return to the negotiating table, knowing that any likely agreement
would also contain humanitarian aid.
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In late March 2010, North Korea accused South Korea of carrying out psychological warfare by
facilitating journalist tours in the demilitarized border zone between the two countries.. North
Korea warned South Korea that there would be repercussions for these actions, claiming that the
tours allowed reporters to tour the zone and prepare "materials for anti-north smear campaigns." A

statement issued by Pyongyang said those these actions were in violation of the armistice, which
brought at ended to the hostilities in the 1950-1953 war. The statement also warned that the
United States would be held responsible for any negative fallout saying: "If the U.S. and the South
Korean authorities persist in their wrong acts to misuse the DMZ for the inter-Korean
confrontation despite our warnings, these will entail unpredictable incidents including the loss of
human lives in this area for which the U.S. side will be wholly to blame." Analysts have suggested
that this may be another circuitous attempt by North Korea to draw the United States into direct
negotiations and press for a treaty officially ending the war. North Korea earlier suggested that no
progress could be made on the denuclearization issue without such a treaty being forged.

Note that these developments came in the aftermath of the sinking of a South Korean military ship
on March 27, 2010, in the conflict ridden waters of the border zone. Both South Korea and the
United States said they did not believe that North Korea was involved in that incident. In April
2010, investigations into the sinking of that South Korean warship near the North Korean border
cast new suspicions on Pyongyang's possible involvement, although Seoul was careful not to
expressly place the blame in that direction. Initial reports indicated that the underwater explosion
was caused by a torpedo. South Korean Defense Minister Tae-young said that a close range
external explosion appeared to have destroyed the vessel. In an interview with the media, the
South Korean cabinet minister said, "Basically, I think the bubble jet effect caused by a heavy
torpedo is the most likely cause." Kim was careful to refrain from speculating about who might be
behind the firing of a torpedo and said that the investigation still had to be completed.

South Korea confirmed in the third week of May 2010 that North Korea was behind the March
2010 incident in which one of its warships located in the conflict ridden waters of the border zone
was destroyed. South Korean investigators earlier said that a torpedo hit the ship, killing 46 people.
Despite knowing the cause of the sinking of the warship, South Korea had been circumspect in
ascribing blame. Now, however, South Korea was asserting that its neighbor to the north was
behind the mysterious incident. Clearly, South Korea's confidence in naming North Korea as the
responsible party would change the geopolitical landscape.

North Korea immediately responded by denying any such role, promising dire consequences, and
warning that war was inevitable if South Korea sought retribution. Pyongyang promised to cease
any cooperation with Seoul and warned that it would abrogate the North-South non-aggression
pact, if Seoul moved to retaliate. Moreover, Pyongyang issued a statement noting that "a war may
break out right now" and that it "will regard the present situation as the phase of a war and
decisively handle all matters arising in inter-Korean relations to cope with it."
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For his part, South Korean Prime Minister Lee Myung-bak described the sinking incident as a
"surprise military attack from North Korea [that came] while South Korean people were resting
late at night." Prime Minister Lee also said his country would indeed take "resolute
countermeasures" against the North over the sinking of the war ship. Given Seoul's position that its
response would be "prudent," and the vulnerability of the South Korean people in terms of
proximity, it was unlikely that the response would involve military retaliation.

During a formal address on the matter, President Lee said his country would take the matter up at
the United Nations Security Council. He also announced the suspension of inter-Korean exchanges
and said that North Korean ships would be banned from passing through South Korean waters.
Explaining the rationale behind these measures, President Lee said, "We have always tolerated
North Korea's brutality, time and again. We did so because we have always had a genuine longing
for peace on the Korean peninsula." He continued, "But now things are different. North Korea will
pay a price corresponding to its provocative acts."

In response to South Korea's moves, North Korea severed all ties with its neighbor, including
communications links and the passage of ships and aircraft from territorial waters and airspace
respectively. According to Pyongyang's official news agency, North Korea also intended to expel all
South Korean workers at a factory to the north of the border, which has jointly-administered.
Indeed, a statement publicized via the official news agency read as follows: "The Committee for
the Peaceful Reunification of Korea... formally declares that from now on it will put into force the
resolute measures to totally freeze the inter-Korean relations, totally abrogate the agreement on
non-aggression between the North and the South and completely halt the inter-Korean
cooperation."

These developments did not bode well for the process of reconciliation between the two Koreas.
Still, Seoul seemed intent on winning the public relations war across the border. To this end, there
were plans to send propaganda leaflets and flash electronic billboard messages to North Korea,
explaining the sinking of the warship. As well, there were plans for the resumption of propaganda
broadcasts to North Korea for the same reason.

Earlier, United States Secretary of State Hillary Rodham Clinton, en route to Asia, made clear that
North Korea would have to face consequences for its apparent intemperate actions. On the
diplomatic front once in Asia, United States Secretary of State Clinton enjoyed little progress in
drawing China into the equation to place pressure on North Korea. The United States, which
firmly backed South Korea, was hoping for a joint response to the act of provocation from North
Korea. However, China offered only a call for all sides to demonstrate restraint. That said, in a
measure presumably intended to demonstrate solidarity and inflict some degree of intimidation, the
United States announced it would conduct joint anti-submarine naval exercises with South Korean
forces.
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By the first week of June 2010, South Korea had referred North Korea to the United Nations over
the matter of the torpedoed warship. While South Korea seemed intent on forcing North Korea to
face consequences for its actions, it was not seeking a particular action by the international body.
Instead, South Korean President Lee Myung-Bak said during a speech in Singapore that "North
Korea must admit its wrongdoing." Speculation abounded that with China, which wields a veto on
the United Nations Security Council, unlikely to support the notion of sanctions against North
Korea, South Korea was likely to be seeking some other form of international rebuke against the
North. For its part, North Korea dispatched a letter to the United Nations Security Council
rejecting claims it sank the South Korean warship. North Korea also warned the international body
to refrain from debating the issue, saying that it should instead facilitate Pyongyang's own internal
inquiry into the incident.

In the third week of July 2010, the United States (U.S.) announced that it was imposing new
sanctions against North Korea. The announcement by U.S. Secretary of State Hillary Clinton came
in the aftermath of her visit to the Demilitarized Zone (DMZ) that separates North Korea from
South Korea. Secretary of State Clinton explained that the sanctions would target North Korea's
sale and purchase of arms, and were aimed at preventing nuclear proliferation and discouraging
provocative actions by North Korea.

South Korea accused North Korea of provocative action over the sinking of its Cheonan warship
months earlier, which an international investigation ultimately blamed on North Korea despite
Pyongyang's denial of culpability. As one the most sanctioned countries in the world, these new
sanctions were likely intended to intensify the pressure on North Korea in response to the Cheonan
incident. In fact, as indicated by Secretary of State Clinton, they were aimed at compelling
Pyongyang to take responsibility for the sinking of the warship that left 47 dead. For its part, North
Korea warned that fresh sanctions would be interpreted as an act of war.

Tensions on the peninsula were unlikely to decrease since the U.S. and South Korea conducted
joint naval exercises, which North Korea characterized as "dangerous sabre-rattling." But defense
officials of United States and South Korea said that the military drills were intended to deliver a
clear message to North Korea that its "aggressive" behavior should cease. Indeed, the North
Korean official news agency reported the following statement from the government in Pyongyang:
"The army and people of the DPRK will legitimately counter with their powerful nuclear
deterrence the largest-ever nuclear war exercises to be staged by the U.S. and the South Korean
puppet forces."

On September 27, 2010, it was announced via the Korean Central News Agency that North
Korean leader Kim Jong Il had promoted his son, Kim Jong Un, to the rank of general in the
Korean People's Army. The news came at the start of national political meetings of the ruling
Workers' Party meeting, which was itself touted as the country's most significant political
conference in three decades. But it was the announcement about Kim Jong Un that commanded
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national and, indeed, international attention. Moreover, it sparked speculation that Kim Jong-il's
son was being tapped to succeed his father at the helm of the country. At issue in recent times has
been Kim Jong-il's ill health and anxieties about who would fill the power chasm after his death.
With the companion news that Kim Jong-il's sister, Kim Kyong Hui, had also been promoted, there
was also growing speculation that she might be tapped to serve as a caretaker leader after Kim
Jong-il's death, until Kim Jong Un was ready to take on the top post in North Korea. Kim Kyong
Hui's influence has been highlighted by her increasing appearances with her brother's during trips
and events.

It should be noted that on October 8, 2010, a top North Korean official from the ruling Workers
Party, Yang Hyong Sop, said that North Koreans would be honored to follow Kim Jong Un -- the
third-generation leader of the communist nation. Indeed, it was Kim Jung-il's father, Kim Il Sung,
who founded that nation state of North Korea in 1948 upon the notion of "juche" or self-reliance.
Yang said, "Our people are honored to serve the great President Kim Il Sung and the great leader
Kim Jong IL." He continued, "Now we also have the honor of serving young Gen. Kim Jong Un."
The remarks made official the speculation that Kim Jong Un was the named successor to Kim
Jung-il.

In late October 2010, North Korean and South Korean troops exchanged fire across the border.
According to accounts from authorities in Seoul, North Korean troops fired two rounds in the
direction of a front line unit at Hwacheon, prompting South Korean troops to return fire. No
further exchange of fire followed the incident and there were no injuries to South Korean troops.
There was no consensus as to whether or not North Korea's actions constituted a direct
provocation. Only days later on November 3, 2010, South Korea's navy fired warning shots at a
North Korean fishing vessel in maritime border waters.

In the last week of November 2010, an exchange of fire occurred between North Korean and
South Korean forces, leaving two South Korean marines dead, 16 other South Korean marines
injured, and three civilians wounded. At issue was the shelling of the inhabited Yeonpyeong Island
by North Korea, located in close proximity the disputed Yellow Sea maritime border, just off the
North Korean coast. South Korea, whose military was conducting military exercises in the waters
off Yeonpyeong Island, reportedly returned fire, spurring one of the most serious clashes between
the North and the South since the Korean War. Some fifty shells reportedly landed on the island,
largely hitting a South Korean military base in the area. South Korea returned a fire with about 80
shells; the casualties on the north side of the border were not known.

South Korean President Lee Myung-bak convened a meeting of the Joint Chiefs of Staff in the
capital city of Seoul. Following the meeting, he announced that the South Korean military would
punish North Korea for its attack, adding that it was vital that Pyongyang not engage in further
provocation.
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For its part, Pyongyang placed the blame on South Korea for igniting the clashes. It should be
noted that Seoul disputes the North Korean version of the events that transpired. Nevertheless,
according to the state-run KCNA news agency, "The South Korean enemy, despite our repeated
warnings, committed reckless military provocations of firing artillery shells into our maritime
territory near Yeonpyeong Island." The North, therefore, was prepared to strike back if South
Korea "dares to invade our sea territory."

United States President Barack Obama characterized the incident an "outrageous, provocative act"
by North Korea. Russia struck a similar tone with Russian Foreign Minister Sergei Lavrov warning
of a "colossal danger" and characterizing those responsible for the clashes as carrying a huge
responsibility. The European Union also added its voice to the litany of condemnations. Japanese
Prime Minister, Naoto Kan, took a defensive stance in the national interests of his country, saying
that his government had to prepare for the occurrence of "any unexpected event."

But China, North Korea's closest ally, offered a murky suggestion that the two Koreas should "do
more to contribute to peace." A spokesperson for the Chinese government also called for
restarting six-party negotiations on North Korea's nuclear program -- a prospect that seemed
practically unlikely, given these latest developments. Indeed, according to South Korea's Yonhap
news agency, President Lee Myung-bak was reported to have informed a visiting Chinese foreign
policy adviser, Dai Bingguo, that his country (South Korea) was not interested in the resumption of
the multilateral nuclear talks; the South Korean leader apparently emphasized the importance of
immediately dealing with North Korea's aggressive actions of late.

In another development, South Korean Defense Minister Kim Tae-young came under fire for
ignoring intelligence reports that alerted his country of possible attacks from the North, as well as
the country's slow and weak responses to the threat posed by Pyongyang. Perhaps not
surprisingly, he was forced to resign from his post.

To date, there have been occasional flare ups in the border regions since the Korean War ended
without a peace treaty in 1953. However, the attack on Yeonpyeong Island occurred at a time of
increased tensions between the two Koreas. Months earlier in March 2010, as discussed above,
South Korea accused North Korea of torpedoing one of its warships in the area of the western
maritime border, also known as the Northern Limit Line. For its part, North Korea has denied that
charge and has also insisted that South Korea engage in diplomatic talks with Pyongyang aimed at
easing tensions, or, deal with "catastrophic" consequences. Then, in late October 2010, as
discussed above, North Korean and South Korean troops exchanged fire across the border.
According to accounts from authorities in Seoul, North Korean troops fired two rounds in the
direction of a front line unit at Hwacheon, prompting South Korean troops to return fire. No
further exchange of fire followed the incident and there were no injuries to South Korean troops.
There was no consensus as to whether or not North Korea's actions constituted a direct
provocation. Only days later on November 3, 2010, South Korea's navy fired warning shots at a
North Korean fishing vessel in maritime border waters.
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At the time, South Korea sought to downplay the incidences or the prospects of trouble emanating
from the North. Indeed, during a news conference focused on an impending summit in Seoul,
South Korean President Lee Myung-bak had said, "I don't think the North will try to do anything
when leaders of the international community are meeting to discuss the world economy." He
continued, "I trust the North won't do anything but still we are fully prepared."”

On the other side of the border, while North Korea has a history of making provocative moves,
many analysts said that it was unlikely that Pyongyang would seek to alienate the international
community, especially at a time when it has been revealing its new leadership succession team to
the world. Earlier, President Kim Jong-il's son was given a military promotion, and sanctioned as
the likely successor to the ailing leader. Of course, as illustrated by the events in late November
2010 on Yeonpyeong Island, it was apparent that the path of provocation was the one being
traversed by North Korea.

Attention was on the matter of why North Korea would seek to heighten the state of volatility on
the Korean Peninsula. Perhaps, for North Korea, this is a simple matter of defending its interests.
However, it could well be that the aforementioned analysts interpreted the matter of leadership
transition incorrectly. It could well be that North Korea is not concerned with the matter of
alienating the international community. Instead, at this time of leadership transition from ailing
President Kim Jong-il to his son, the priority from Pyongyang is to establish North Korea's power,
and to show the military elite in North Korea that the named successor is not afraid to embrace a
muscular stance in relation to the South, and indeed, the world.

The situation on the Korean peninsula has been made more complicated by the November 2010
revelation that North Korea constructed a new nuclear facility. A nuclear scientist from Stanford
University in the United States, Dr. Siegfried Hecker, said that during a visit to North Korea, he
was shown a new nuclear facility. There -- at the new nuclear facility at the Yongbyon nuclear
complex to the north of the capital of Pyongyang -- he viewed "more than 1,000 centrifuges" for
enriching uranium -- elements needed for the production of nuclear weapons.

Since the nuclear facility did not exist when international nuclear weapons inspectors were
expelled from North Korea in 2009, it was clear that it had been constructed quickly. But Dr.
Hecker noted that the facility boasted a high level of sophistication, and as reported in the New
York Times, it included an "ultra-modern control room." According to Dr. Hecker, the facility
appeared oriented for the use of civilian nuclear power. Noting that there was no sign of plutonium
production, which is needed for weapons proliferation, Dr. Hecker nonetheless cautioned in an
interview with the Associated Press that the new facility could be "readily converted to produce
highly enriched uranium bomb fuel."

Dr. Hecker additionally shored up previous reports that North Korea has been constructing a light-
water nuclear reactor. His observations on the ground in North Korea appeared to coincide with
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satellite imagery depicting the construction of the reactor at Yongbyon. Typically, light-water
reactors are associated with civilian energy usage, however, uranium enrichment is part of the
process, it was not inconceivable that further enrichment could potentially ensue at weapons-grade
levels.

To date, North Korea is believed to have sufficient weaponized plutonium for about six atomic
bombs, although there has been little evidence to suggest that the country has actively pursued a
weapons program. That being said, Western powers have been advocating a resumption of the
stalled six-party talks dealing with North Korea's nuclear program.

In November 2010, a senior United States Department of State envoy, Stephen Bosworth, was in
Asia on a trip aimed at reviving the multilateral negotiations. However, this latest act of provocation
by North Korea on Yeonpyeong Island left the United States with no choice but to disengage from
the multilateral diplomatic process, essentially ruling out the resumption of six-party talks on North
Korea's nuclear disarmament for the foreseeable future.

On Nov. 23, 2010, in an interview with ABC News, United States President Barack Obama
characterized North Korea's shelling of Yeonpyeong Island as "a serious and ongoing threat that
needs to be dealt with. President Obama also reaffirmed his country's alliance with South Korea,
describing that country as an important ally. He said, "We strongly affirm our commitment to
defend South Korea as part of that alliance." The United States president also noted, "We want to
make sure all the parties in the region recognize that this is a serious and ongoing threat that needs
to be dealt with." This statement appeared to target China, as he continued saying that Pyongyang
needs to know "that there are a set of international rules they need to abide by."

By the close of November 2010, tensions on the Korean peninsula remained high, as South Korea
and the United States carried out joint military exercises in the Yellow Sea, to the south of the
disputed maritime border. North Korea said it viewed the previously -arranged military exercises as
a provocation and warned of retaliation if there was any violation of its territorial waters. A
statement from Pyongyang broadcast by the state-controlled KCNA news agency read as follows:
"We will deliver a brutal military blow on any provocation which violates our territorial waters."

At the start of December 2010, South Korea took a highly assertive position. The South Korean
defense minister-designate, Kim Kwan-jin, warned that North Korea would face a harsh response,
including air strikes, if it dared to act aggressively in the future. Kim Kwan-jin's remarks were
made in parliament as he answered questions during his confirmation hearing. In response to the
question of how he would react to another violent action by North Korea, Kim Kwan-jin said, "If
North Korea provokes again, we will definitely use aircraft to attack North Korea." Clearly, this
posture by South Korea was a marked departure from its long-held restraint in the face of North
Korea's provocations. Making clear that it intended to maintain this assertive posture, South Korea
also said that it was going to carry out military drills from the aforementioned Yeonpyeong Island,
even though North Korea has condemned those plans and warned that it would retaliate with force.
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With Pyongyang and Seoul at odds with one another in such a marked fashion, there were
heightened anxieties about the renewal of war on the Korean peninsula.

Yet even with those fears at hand, the landscape became even more complicated when in mid-
December 2010, South Korea said that it suspected North Korea of secretly enriching uranium at
locations beyond its main nuclear site at Yongbyon. South Korean Foreign Minister Kim Sung-
hwan would not confirm a media report that North Korea was home to three more plants where
uranium enrichment could take place, however, he admitted to having suspicions along these lines.
During a news conference, he said, "It is a report based on what is still intelligence and let me just
say that we have been following this issue for some time." Should this claim be proved correct,
North Korea could conceivably possess material -- potentially for building more nuclear bombs.
Moreover, such actions would fly in the face of renewed nuclear disarmament talks, which were
already on a downward slide as a result of North Korea's latest aggressive actions (as discussed
above).

By the third week of December 2010, intense dissonance characterized relations on the Korean
peninsula for the myriad reasons discussed above. Former New Mexico Governor Bill Richardson,
who also served as ambassador to the United Nations, was acting as an unofficial United States
envoy in the region, with an eye on reducing the level of tensions. That job, however, was not
helped when United Nations meetings on the matter ended with no resolution. Nevertheless, there
were signs of progress when North Korea began to reverse course, effectively moving away from
its threats to take retaliatory action against South Korea for the aforementioned military drills. The
shift from Pyongyang came after South Korea evacuated residents from the area on and around
Yeonpyeong Island and launched fighter jets from its terrain. Analysts surmised that the strong
stance from South Korea may have forced North Korea to rethink the likely consequences of
making good on expressed threats. As explained by Governor Richardson, "South Korea was able
to flex its muscles, and North Korea reacted in a statesmanlike manner." But despite these
encouraging indications, on Dec. 23, 2010, the rhetoric between the two Koreas was on the rise
once again. South Korea's president was promising harsh retaliation if his country was again
attacked, while North Korean was warning of a "sacred" nuclear war, if provoked.

Meanwhile, Governor Richardson -- a seasoned diplomat -- who has had years of experience
negotiating with the North Koreans, announced that North Korea was willing to offer concessions
in regard to their nuclear program. In an interview with the Associated Press, Governor Richardson
said, "We had positive results." He continued, "I hope this will signal a new chapter and a round of
dialogue to lessen tension on the Korean peninsula." Given the increasing concerns about North
Korea's capacity to build nuclear bombs, this development was welcomed. But, as United States
Department of State spokesman, P.J. Crowley, cautioned, "North Korea talks a great game. They
always do. The real issue is what will they do. If they are agreeable to returning IAEA
[International Atomic Energy Agency] inspectors to their country, they need to tell the TAEA that."
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In a New Year's message at the close of 2010, North Korea appeared to strike a conciliatory note
as it called for dialogue with South Korea. North Korea was reported to have called for "a lasting
peace system on the Korean Peninsula," which it said should be made "nuclear-free through
dialogue and negotiations." Heightened tensions have marked relations between the two Koreas
since the sinking of a South Korean warship by the North earlier in 2010, and reached a nadir at
the close of the year, following the shelling of Yeonpyeong Island (under South Korean
jurisdiction) by the North. For its part, Seoul opted to take a more aggressive stance in relation to
Pyongyang since these events by carrying out military exercises in the border zones and increasing
its rhetoric. Now, the call for improved relations by Pyongyang may have been interpreted as a
shift in stance, aimed at lowering tensions on the Korean peninsula. However, Pyongyang's
message, which was publicized via North Korean state media, went onto to warn of increased
military strength. The New Year's message said that North Korea's military would "conduct intense
combat training in an atmosphere of actual battle as required by the tense situation."

On February 9, 2011, bilateral talks between the two Koreas were reported to have broken down.
Delegates from North Korea and South Korea had been meeting in the border village of
Panmunjom with the intent of working through a number of sensitive cross-border issues. There
were hopes that the security talks would ease tensions between the two Koreas, which reached a
nadir after the shelling of a South Korean island by North Korean forces in November 2010.
Significantly, these discussions were intended to set the foundation for further, higher-level,
negotiations. However, the disintegration of these talks meant that there was no consensus on an
agenda for future meetings.

In July 2011, some good news was brewing in the realm of foreign relations. The United States
and North Korea completed a set of exploratory discussions, which North Korea's envoy, Vice
Foreign Minister Kim Kye Gwan, characterized as positive. Speaking of his meetings with United
States Ambassador Stephen Bosworth, the Obama administration's leading representative on North
Korean affairs, Kim Kye Gwan said, "Yesterday and today we discussed comprehensively, with
Mr. Bosworth, matters of mutual interest. The talks were very constructive and businesslike and
we continue to maintain contacts." For his part, Ambassador Bosworth said, "These discussions
are designed to explore the willingness of North Korea to take concrete and irreversible steps
toward denuclearization." These bilateral talks were intended to be a precursor to the resumption
of multilateral denuclearization negotiations. To that end, Ambassador Bosworth said that his
country would enter consultations with South Korea and other countries involved multilateral
negotiations that have been ongoing for years, to consider how to proceed further with North
Korea.

Later in August 2011, though, prospects for a return to multilateral talks were dimmed when an
imbroglio ensued between North Korea and South Korea. The situation was spurred when shells
from North Korea were fired close to the maritime border with South Korea. In response, the
South Korean navy fired warning shots towards North Korea. According to South Korean
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sources, artillery shells from North Korea landed in the Yellow Sea close to Yeonpyeong Island,
which is under Seoul's jurisdiction. Further rounds were fired on the same day. Defense officials
from South Korea surmised that the initial firing of shells may have been due to training exercises
by North Korea. Nevertheless, South Korea wasted no time in responding with warning shots. It
should be noted that Yeonpyeong Island was in the global purview in late 2010 when North Korea
fired shells in that direction, leaving four people dead and triggering the outrage of South Korea and
its allies.

As the month drew to a close, tension increased when five South Koreans were arrested for spying
on behalf of North Korea. South Korean prosecutors said that the five individuals conveyed
sensitive military and political information to the North over a period of two decades. Among the
sensitive material were satellite images of major military installations, as well as field manuals of
United States forces in South Korea. All five individuals were accused by South Korean
authorities of violating the country's national security law, engaging in espionage, and
communication with an enemy.

The Death of Kim Jong-il

On Dec. 19, 2011, it was announced that North Korea's mercurial and autocratic leader, Kim Jong-
il, had died. Blamed for keeping North Koreans on the brink of starvation, the nation on the edge
of economic collapse, and the global community in a state of anxiety over the country's nuclear
program, Kim Jong- il was believed to have suffered a stroke in 2008. Since then, his health was
regarded to be in a state of decline. The North Korean leader's actual death took place two days
earlier on Dec. 17, 2011, when Kim Jong-il was reportedly on a train trip -- his preferred means of
transportation. His death was described as being due to "great mental and physical strain" as the
North Korean leader was participating in a field guidance tour. Known as "Dear Leader" to the
North Korean people, the rule of Kim Jong- il can well be viewed as one of the remaining "cults of
personality" in the modern world.

Attention quickly turned to who would fill the power chasm. To that end, the known "great
successor" to stand at the helm of the country was Kim Jong- un -- the son of Kim Jong-il, whom
had been promoted to the rank of general in the Korean People's Army more than a year earlier. At
that time in September 2010, the companion news involved Kim Jong- il's sister, Kim Kyong Hui,
who had also been promoted and was regarded as a possible caretaker leader after in post- Kim
Jong-il era. Of course, in December 2011, there was almost no mention of Kim Kyong Hui;
instead, the international media was focused on the little-known Kim Jong-un. Educated in
Switzerland and believed to be in his late 20s, Kim Jong Un was Kim Jong-il's third son; Kim Jong-
un had been chosen as a successor partially because his disposition was regarded as more suitable
for the post of leader than his older brothers.
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At home in North Korea, citizens were urged to hold steadfast in their loyalty to Kim Jong-un.
North Korean television broadcast images of news anchors, school children, and citizens weeping
uncontrollably over the news that the "Dear Leader" had passed on. There were some suggestions
by international analysts that the flamboyant expressions of grief over the death of KimJong- il
might be contrived unlike the death of the earlier North Korean leader, Kim Sung-il, who had been
a beloved figure among the North Korean citizenry. By contrast, most North Koreans would not
be able to divorce their feelings of a long-standing leader from the reality of living in a country
where starvation and dire circumstances characterize everyday life.

As the world community wondered about the effects of Kim Jong-il's death on the matter of
international security, South Korea's Yonhap news agency reported that North Korea test-fired a
missile off its eastern coast; South Korean officials apparently believed the missile launch was
unrelated to the news ofKim Jong- il's death, although there was no official statement from South
Korea's defense ministry.

That being said, South Korea wasted no time placing its armed forces on high alert and the country
itself was placed on a crisis footing. Likewise, the government of Japan held an emergency security
meeting and expressed hopes that the news of Kim Jong- il's death would not have an "adverse
effect on peace and stability on the peninsula." The Chinese government expressed distress and
"deep condolences" over the news, and reaffirmed Beijing's close ties with Pyongyang. From
Russia, the foreign ministry said it did not expect changes in bilateral relationship with North
Korea. Across the Pacific in the United States, President Barack Obama reportedly discussed the
situation with South Korean President Lee Myung-bak and promised that its commitment to
stability on the Korean Peninsula remained intact. A statement from the White House read as
follows: "We remain committed to stability on the Korean peninsula, and to the freedom and
security of our allies."

Ironically, news of Kim Jong-il's death came only days after a bilateral deal was forged between
the United States and North Korea to exchange 240,000 tons of food from the United States for
North Korea's pledge to move towards denuclearization . The agreement was brokered during talks
in China between Robert King, United States special envoy on North Korean human rights, and Ri
Kun, director general for North American affairs at North Korea's Foreign Ministry, and was
intended to set the tone for forthcoming multilateral nuclear negotiations. Six-party talks --
involving North Korea, South Korea, Japan, China, Russia, and the United States -- have stalled
since late 2008.

According to South Korea's Yonhap news agency, Washington and Pyongyang "reached the
agreement based on North Korea's pledge to implement initial measures of denuclearization that
include a suspension of its uranium-enrichment program." North Korea, which has been plagued
by chronic food shortages, would soon received shipments of food aid, including biscuits and
nutritional supplements for infants, rather than rice, which was requested by the North Koreans.
United States officials have apparently been concerned that rice would be given to the country's
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military rather than used to alleviate the dire circumstances of the North Korean general populace.

There was some speculation about the late Kim Jong-il's involvement in forging this agreement,
given the timing of the death announcement. If Kim Jong-il's health was devolving to the extent
that he had died from "great mental and physical strain," then was it possible for him to be
involved in such significant negotiations?

Such speculation was only heightened when, on Dec. 20, 2011, South Korean authorities began to
express skepticism about the public details pertaining to the death of Kim Jong-il during a field
guidance tour. Indeed, the leader of South Korea's intelligence service said he had doubts about
the time and location of the North Korean leader's death. National Intelligence Service head, Won
Sei-hoon, reportedly told the members of a parliamentary committee that the very train Kim Jong-il
used for travel -- and which was supposedly the venue of the North Korean leader's death -- was
identified at Pyongyang's train station. As reported by the Korean Herald, Won Sei-hoon noted,
"There were no signs the train ever moved." Certainly, if the train was not used for any travel, it
was not possible that Kim Jong- il could have died aboard it while participating in the
aforementioned field guidance tour, as officially declared by the North Korean authorities.

The quasi-mystery surrounding the actual details of Kim Jong-il's death aside, North Korea was
concentrating its efforts on shoring up the image of Kim Jong-un as the undisputed new leader of
the secretive communist nation. As reported by the New York Times, North Korean television
broadcast images of the country's senior military leaders saluting Kim Jong-un as he received
mourners at a mausoleum, where the body of Kim Jong-il laid in state. The particular imagery was
ostensibly intended to show that Kim Jong-un had gained the allegiance of North Korea's powerful
military. Meanwhile, South Korea's Yonhap news agency reported that Kim Jong-un had carried
out one of his first measures of supreme power by ordering all North Korean troops to cancel their
field exercises and return to their barracks.

His military influence notwithstanding, Kim Jong-un had yet to assume leadership as the general
secretary of North Korea's Workers' Party -- the political power base of the country. Since 2010,
Kim Jung-un held the position of vice chairman of the Central Military Commission of the ruling

party.

Ultimately, Kim Jong-un would have to consolidate his power both symbolically and practically, or
he could be relegated to a figurehead role at the helm of a ruling military cadre. But speculation
on that score came to a close at the end of the year when Kim Jong-un was offically named
supreme commander of the country's armed forces. That particular appointment was made in
accordance with provisions set forth in Kim Jong-il's will.

It was yet to be seen how Kim Jong-un would relate to international powers, who were
themselves anxious to see North Korea would move substantially in the direction of
denuclearization at a time of sensitive geopolitical tensions across the globe. Following the funeral
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for the late Kim Jong-il on Dec. 28, 2011, state media in North Korea delivered a message from
the powerful National Defense Commission of that country making ot clear that there would be no
change in foreign policy orientation from Pyongyang in the post Kim Jong-il era. The statement
read as follows: "We declare solemnly and confidently that the foolish politicians around the world,
including the puppet group in South Korea, should not expect any change from us." Indeed, during
the memorial funeral service for Kim Jong-il, the North Korean head of state, Kim Yong-name
made it clear that the country -- now under new leadership -- intended to "march firmly along the
path of Songun taught by great leader Kim Jong-il." The term "Songun" refers to North Korea's
"military first" policy. Clearly, the military imperatives of North Korea would prevail even in the
post Kim Jong-il era.

Developments in 2012

On Feb. 29, 2012, North Korea formalized its "denuclearization for food" agreement with the
United States. The terms of the bilateral deal included the exchange of 240,000 tons of food
from the United States for North Korea's pledge to move towards denuclearization. The
agreement included provisions for a North Korean moratorium on nuclear tests, long-range missile
launches and uranium enrichment at its Yongbyon nuclear center, and acceptance of United
Nations inspectors who would monitor the implementation of the terms. North Korea's
acquiescence on this matter raised the possibility of ending the diplomatic impasse, which
had allowed its nuclear program to continue for years without international oversight.

Of course it should be noted that the agreement was not a new one; in fact it first came to light in
the days prior to the news of the death of former North Korean leader, Kim Jong-il late in 2011.

The agreement was brokered in December 2011 during talks in China between Robert King,
United States special envoy on North Korean human rights, and Ri Kun, director general for North
American affairs at North Korea's Foreign Ministry.

At the time, South Korea's Yonhap news agency reported that Washington and Pyongyang
"reached the agreement based on North Korea's pledge to implement initial measures of
denuclearization that include a suspension of its uranium-enrichment program" in exchange for
much-needed food. North Korea, which has been plagued by chronic food shortages, would soon
received shipments of food aid, including biscuits and nutritional supplements for infants, rather
than rice, which was requested by the North Koreans. United States officials have apparently been
concerned that rice would be given to the country's military rather than used to alleviate the dire
circumstances of the North Korean general populace.

The agreement was intended to set the tone for forthcoming multilateral nuclear negotiations. Six-
party talks -- involving North Korea, South Korea, Japan, China, Russia, and the United States --
have stalled since late 2008.
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For its part, the United States welcomed the North Koreans' movement on the breakthrough deal,
deeming it "important, if limited." The United States Department of State spokeswoman, Victoria
Nuland, took a cautiously optimistic saying, "The United States still has profound concerns
regarding North Korean behavior across a wide range of areas, but today's announcement reflects
important, if limited, progress in addressing some of these."

Striking a similar tone, the director of the International Atomic Energy Agency, Yukiya Amano,
characterized the announcement "an important step forward." He continued, "Pending further
details, we stand ready to return to Yongbyon to undertake monitoring activities upon request and
with the agreement of the agency's board of governors."

In the aftermath of a "denuclearization for food" agreement with the United States, there were
high hopes that the deal would facilitate progress in multilateral negotiations on North Korea's
nuclear program. Those high hopes were somewhat dashed by news that North Korea intended to
launch a satellite into orbit.

Pyongyang announced on March 16, 2011, that it would launch an "earth observation" satellite, or
the Kwangmyongsong-3, using a long-range rocket. The event was intended to mark the 100th
birthday of its late leader Kim II-Sung. Of course, such a move would be contrary to the prevailing
United Nations resolutions, which prohibits North Korea's use of long-range intercontinental
ballistic missile technology, as well as the aforementioned "denuclearization for food" agreement,
the latter of which requires North Korea to adhere to a moratorium on nuclear tests and long-range
missile launches.

Not surprisingly, all the other countries involved in multilateral negotiations -- South Korea, Japan,
China, Russia, and the United States -- expressed dismay over this plan by North Korea. United
States Department of State spokesperson, Nuland, pointed to this concurrence and urged North
Korea to rethink the satellite launch saying, "Obviously, we were heartened that every single one of
the six-party talks participants made clear that they think that this would be an extremely bad idea
and a violation of U.N. Security Council resolutions, so we are hoping and expecting that the
DPRK will take that to heart." The United States also noted it would be "very hard" to go forward
with its planned food assistance if North Korea moved ahead with the plan to launch a satellite into
orbit.

The geopolitical complexity of the Korean peninsula became more complicated on March 21,
2012, when the White House in the United States announced that President Barack Obama
intended to visit to the world's most heavily militarized border -- the Korean Demilitarized Zone
(DMZ). The White House explained that the trip to the DMZ was intended to convey the
president's support for the 30,000 United States troops stationed in South Korea, and to augment
bilateral relations between Washington and Seoul. In a press briefing, Daniel Russel, Asia director
for the White House National Security Council, said: "The DMZ is the front line of democracy in

Korea, South Review 2016 Page 231 of 487 pages



Korea, South

the Korean Peninsula, and it's the symbol of the U.S. and [South Korean] resolve, as well as
solidarity. So a visit by the president there to see and to thank the U.S. and the South Korean
service members makes perfect sense."

After his visit to the DMZ, President Obama was set to attend a global summit aimed at reducing
the risk of nuclear terrorism in the South Korean capital of Seoul. Ahead of the Nuclear Security
Summit, President Obama reiterated his call for "a world without nuclear weapons" and advanced
his foreign policy agenda that advocates non-proliferation and the reduction of nuclear weapons
through increase diplomacy.

In a speech to students at South Korea's Hankuk University of Foreign Studies, President Obama
said the United States -- the only nation to have ever used nuclear weapons -- was fully committed
to reducing its stockpile of nuclear arms. The United States leader said his country had a "moral
obligation" to pursue strategic arms cuts. President Obama also drew thunderous applause from
the audience of students when he said that, as a father, he did not wish to see his daughters
growing up in a world with nuclear threats.

"I say this as president of the only nation ever to use nuclear weapons," Obama said. "I say it as a
commander in chief who knows that our nuclear codes are never far from my side. Most of all, |
say it as a father, who wants my two young daughters to grow up in a world where everything they
know and love can't be instantly wiped out."

President Obama acknowledged his country's unique position in the world, but he noted that
"serious sustained global effort" was needed to achieve his expressed hope for a nuclear weapons-
free world.

The issue of nuclear proliferation has been at the forefront of the international purview given the
ongoing concerns about North Korea's nuclear arsenal. Addressing the matter of North Korea's
nuclear ambitions, President Obama made it clear that the United States held "no hostile intent" to
that country, but warned that there would be "no rewards for provocation."

The United States president said: "The United States has no hostile intent toward your
country...We are committed to peace. And we are prepared to take steps to improve relations,
which is why we have offered nutritional aid to North Korean mothers and children." President
Obama continued, "But by now it should be clear, your provocations and pursuit of nuclear
weapons have not achieved the security you seek -- they have undermined it. Instead of the dignity
you desire, you're more isolated. Instead of earning the respect of the world, you've been met with
strong sanctions and condemnation. You can continue down the road you are on, but we know
where that leads. It leads to more of the same -- more broken dreams, more isolation, ever more
distance between the people of North Korea and the dignity and the opportunity that they
deserve."
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President Obama reiterated the warning already issued by his government that the long-range
missile launch to place a satellite in orbit would only result in isolation for Pyongyang. He said,

"With respect to North Korea, we are going to be both sending messages to North Korea that they
should not go forward with this missile launch, which would violate existing U.N. Security Council
resolutions. And our hope is, is that we can resolve these issues diplomatically."

President Obama also joined South Korean President Lee Myung-bak in noting that North Korea
would be subject to further sanctions if it did not cancel its launch plans. Making clear the options
available for North Korea, President Obama addressed the leadership of that country saying, "You
can continue with the road you are on but we know where that leads...Today, we say: Pyongyang,
have the courage to pursue peace."

For his part, Kim Jong Un -- North Korea's new leader -- appeared to be following his father's
footsteps in the realm of rhetoric as he deemed the nuclear summit to be "a childish farce."
Earlier, Pyongyang asserted that denunciations of North Korea would amount to a "declaration of

war.

Pyongyang was also signaling that it had no intention of pulling back from its missile launch to sent
a satellite into orbit. Instead, South Korean sources were reporting that North Korea moved a
long-range rocket to a launch pad close to the Chinese border. As well, satellite imagery appeared
to depict preparations for the launch, which Pyongyang had said would take place between April
12-16, 2012. The guidance was that the rocket would follow a trajectory that would take it close
to south-western Japan.

Accordingly, Japan's defense ministry made it clear that it had ordered the Self-Defense Forces
(SDF) to intercept North Korea's rocket launch, if necessary, using its missile shield. Japanese
authorities also alerted rescue personnel that they would be mobilized to deal with potential
disasters, should the veer off course. Already, the South Korean government had said that it
would shoot down any North Korean rocket that strayed into its territory. As well, the United
States was sea-based X-band radar into the Pacific to monitor the launch. Upset about the prospect
of rocket debris affecting countries of the Pacific, President Benigno Aquino III of the Philippines
called on Pyongyang to abandon the launch plans.

It should be noted that the Obama administration in the United States canceled its food aid
program to North Korea due to that country's decision to move forward with the satellite launch.

An official from the Pentagon was cited as saying: "Why we're not providing that food assistance
at this point is because our confidence in their ability to meet their agreements has been diminished.
We do not use it as a lever to change their policies."

A week ahead of the timeline expected for the North Korean missile launch, President Kim Jong
Un warned that any country that dared to interfere with its plans would face "immediate, resolute
and merciless punishment." In a statement published by the Korean Central News Agency, the
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North Korean leader asserted: "(Any country that) intercepts the satellite or collects its debris will
meet immediate, resolute and merciless punishment." Pyongyang also warned South Korea against
intercepting the rocket booster, should it stray into South Korean territorial waters. Pyongyang
promised that an interception by Seoul would bring about "the end of everything in South Korea."

On April 10, 2012, the United States was reiterating its warnings to North Korea that the launch of
a new missile would be "a clear and serious violation" of international agreements. White House
press secretary Jay Carney said in an interview with journalists: "The proposed missile launch, if
conducted, would represent a clear and serious violation of North Korea's obligations under two
United Nations Security Council resolutions that explicitly prohibit North Korea from testing
ballistic missiles." Carney said the United States intended to work allied countries on implementing
consequences for North Korea, should it proceed with its provocative missile launch; Carney noted
that United States food aid to North Korea could be cut off.

By April 13, 2012, news emerged from North Korea that although that country attempted to
launch its satellite into space, the long-range rocket failed to reach orbit. Despite the spectacular
failure of the mission, the attempted action was nonetheless widely condemned by the international
community. Notably, members of the Group of Eight industrial nation states issued a joint
condemnation, noting that the launch was in clear violation of United Nations Security Council
resolutions prohibiting intercontinental missile deployments.

In a related development, South Korean officials were noting that new satellite imagery suggests
that North Korea was preparing to carry out a nuclear test. The imagery depicted piles of earth and
sand at the entrance of a tunnel at a nuclear site, where previous nuclear bomb testing was carried
out in 2006 and 2009. An anonymous source was quoted by Agence France Presse as saying:
"Recent satellite images led us to conclude the North has been secretly digging a new underground
tunnel in the nuclear test site... besides two others where the previous tests were conducted."
Given the aforementioned launch failure, there were some suggestions that North Korea might try
to "save face" by moving forward with an even more provocative act -- quite possibly, a nuclear
test. Of course, such an act would be regarded as a clear move down the path of confrontation by
North Korea's regional neighbors as well as Western powers.

By the third week of April 2012, presumably as a cautionary move, South Korea announced that
it had deployed missiles with a range of 625 miles. The weapons would be able to strike nuclear
targets inside North Korea.

As April 2012 entered its final week, North Korea was ratcheting up the militaristic rhetoric as it
threatened to initiate military action against South Korean targets and characterized South Korean
President Lee Myung-bak a "traitor" and "scum." In a statement, Pyongyang issued the following
threat: "The special actions of our revolutionary armed forces will start soon to meet the reckless
challenge of the group of traitors. Once the ... special actions kick off, they will reduce all the rat-
like groups and the bases for provocations to ashes in 3 or 4 minutes ... by unprecedented peculiar
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means and methods of our own style."

Meanwhile, reports suggested that North Korea was close to completing preparations for a nuclear
test. This move -- if successful -- would constitute North Korea's third nuclear test after two in
2006 and 2009. The global community was watching events unfold in North Korea closely as

Pyongyang may now have the capacity to conduct a test using highly enriched uranium for the
very first time. This development would presage North Korea's possible ability to significantly
build up its stocks of weapons-grade nuclear material. As well, it would facilitate the manufacture
of a nuclear warhead to mount on a long-range missile. Should North Korea go forward with its
third nuclear test, it would be a clear example of the limits of China's influence on the paranoid

regime ruling North Korea today.

On July 25, 2012, news emerged from North Korea that the country's new leader, Kim Jong-un,
was married to a woman seen in his company at a number of public events. North Korean state
media finally confirmed that the country's leader Kim Jong-un was married and identified the
leader's spouse as "Comrade Ri Sol-ju." There was no sense of when their marriage actually took
place, although South Korean media suggested it was not a new development. The news of the
marital status of the North Korean president, who succeeded his father Kim Jong-il at the start of
the year, came weeks after a military shakeup. The military shuffle was interpreted as an attempt
by Kim Jong-un to place his own stamp of authority on North Korea's most powerful institution.
Now, with news of his marriage being made public and given his public appearances with his wife,
some analysts were additionally suggesting that the new North Korean leader was also trying to
establish his own, more accessible, image in the North Korean context.

That accessible image, however, did not necessarily augur a reformist inclination in the realm of
government and politics. As July 2012 drew to a close, Pyongyang dismissed the notion of reform.
A spokesperson for North Korea's Committee for the Peaceful Reunification of Korea, which
directs relations with South Korea, put the idea of reform to rest, insisting that Kim Jong-un would
maintain the "military first" policy of his father, the late Kim Jong-il. The spokesperson also spoke
derisively of reports of possible changes in orientation from the North, which had emanated from
the South, saying: "The puppet group (South Korea)... tried to give (the) impression that the
present leadership of the DPRK (North Korea) broke with the past. This is the height of ignorance.
To expect policy change and reform and opening from the DPRK is nothing but a foolish and silly
dream, just like wanting the sun to rise in the west."

On Jan. 1, 2013, North Korea's leader, Kim Jong-un, delivered a rare new year's message on
state television. His address -- the first new year's speech in almost two decades -- focused on
the imperatives of economic development and reunification of the two Koreas. The call for a
unified Korea came only weeks after Park Geun-hye was elected as the first female president of
South Korea. In power since 2011 himself, Kim Jong-un may have been attempting to establish
better relations with South Korea, which was now coming under new leadership itself. Notably,
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Kim Jong-un warned that confrontation had only resulting in war. That being said, he continued to
emphasize the military element as a national priority for North Korea. To that end, he said: "The
military might of a country represents its national strength. Only when it builds up its military might
in every way can it develop into a thriving country." Of course, North Korea has long been
suffering from a famine and only a month prior (s discussed below) carried out a long-range rocket
launch that was certain to elicit consequences from the United Nations Security Council.

Meanwhile, at the start of December 2012, North Korea announced plans to carry out a new
satellite launch. A failed attempt to launch an "earth observation" satellite ensued in April 2012
when the long-range rocket crashed into the sea after traveling only a short distance. Now, in
December 2012, North Korea was planning to launch a second version of Kwangmyongsong-3
(called the Unha-3) into space from the Sohae Space Center in North Phyongan Province. The
official North Korean state news agency said the satellite launch was set to occur roughly between
Dec. 10, 2012, and Dec. 22, 2012.

The United States issued a warning that the long-range missile launch to place a satellite in orbit
would threaten global peace and security, and only result in isolation for Pyongyang. The United
States also noted, as it did in April 2012, that such a move would be contrary to the prevailing
United Nations resolutions, which prohibits North Korea's use of long-range intercontinental
ballistic missile technology. In a written statement, United States Department of State
spokesperson Victoria Nuland declared: "A North Korean 'satellite' launch would be a highly
provocative act that threatens peace and security in the region...Any North Korean launch using
ballistic missile technology is in direct violation of UN Security Council Resolutions (UNSCRs)
1718 and 1874." Nuland also noted that her country would be consulting with key partner
countries, such as South Korea, Japan, China, and Russia, to discuss further steps in regards to
these proposed moves by North Korea.

By Dec. 7. 2012, there were more signs that the rocket launch plan was going forward as fuel-
injection work was reported to be taking place, according to South Korean media. Days earlier on
Dec. 4, 2012, North Korea confirmed its plans to go forward with the rocket launch as it conveyed
plans to the International Maritime Organization -- the United Nations' shipping agency. Typically,
such notification to the International Maritime Organization in such instances. Further details about
the launch were released including the news that the three-stage rocket was expected to fly on a
southward path and would drop into the sea off the west coast of South Korea, ultimately landing
in waters to the east of the Philippines. Since the flight path would take the rocket close to Japan's
Okinawa island, the government of Japan was positioning missile defense interceptors in order to
be prepared for the rocket charting off course. It should be noted that this long-range rocket has
sufficient range to reach the western part of the United States.

On Dec. 9, 2012, North Korean authorities announced that the rocket launch -- due to take place
between Dec. 10, 2012 and Dec. 22, 2012 -- was being delayed due to technical difficulties.
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However, by Dec. 11, 2012, those technical difficulties were apparently resolved as international
news media outlets reported that North Korea had fired its long-range Unha-3 rocket rocket from
its west coast. According to the South Korean Yonhap News Agency, some debris from the rocket
fell into waters off the Philippines after passing over the Japanese city of Okinawa, consistent with
the expected trajectory.

The firing of the rocket was supposedly intended to launch a satellite into space. North Korea
announced that its goal had been achieved and a satellite was placed in orbit. The North Korean
state news agency claimed success in its goal, declaring: "The launch of the second version of our
Kwangmyongsong-3 [Unha-3] satellite from the Sohae Space Centre... on December 12 was
successful. The satellite has entered the orbit as planned."

It should be noted that while United States officials confirmed there was an object launched into
orbit, it also noted that the object appeared to be wobbling off course. South Korean defense
sources had a somewhat different view and suggested that the satellite was not necessarily
wobbling off course or out of control. The South Koreans said that the satellite may have been
intended to be in a circular orbit but was instead an elliptical orbit.

There were also some questions about the level of success achieved in this exercise by the North
Koreans. Some experts, such as Vassily Mikheev of Russia’s Institute for World Economy and
International Relations, have pointed to the fact that North Korean engineers used old technology
to launch the satellite into orbit. Mikheev noted that Scud technology was intended for small
missiles, and therefore not particularly reliable for firing a three-phased operation.

Of course, the conventional wisdom was that the entire exercise was a pretense, and intended to
demonstrate North Korea's technological capacity to deliver a nuclear warhead on a
intercontinental ballistic missile.

Regardless of actual motivation, the move by North Korea was made in defiance of international
warnings that Pyongyang refrain from such provocative activity, and certainly in clear violation of
prevailing United Nations Security Council resolutions. Accordingly, the United Nations Security
Council wasted no time in condemning North Korea for its actions, and making note that the
launch was"a clear violation of Security Council resolutions." China -- North Korea's closest ally --
expressed "regret" over North Korea's decision to fire the rocket while calling for restraint on the
part of the international community in response. But the United States was already warning that
Pyongyang would face consequences for its "highly provocative act that threatens regional
security." There were suggestions that a new resolution by the United Nations Security Council
was in the offing, but with China's position on such a measure unknown.

Meanwhile, all expectations were that North Korea was likely going to carry out a nuclear test. In
2009, following a rocket launch that year, North Korea carried out its second ever nuclear test.
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North Korea's first nuclear test was carried out in 2006. Two rounds of sanctions were imposed
on North Korea in response to those provocative actions. Now, with another rocket launch
accomplished, it was anticipated that North Korea would again follow that path and carry out a
third nuclear test. Of course, it should be noted that North Korea was pursuing expensive nuclear
development and rocket delivery technology even as most of its population lived in a state of abject
poverty. Thus, the notion of further economic sanctions was unlikely to deter the paranoid and
reclusive regime, which has long privileged its military agenda ahead of domestic concerns.

2013 Special Report:
North Korea - A Threat to Global Security?
Summary:

On Feb. 12, 2013, North Korea carried out its third nuclear test, earning the wide and vociferous
condemnation of the international community. North Korea cast the test as a restrained response
and warned of further actions in the face of "U.S. hostility." The nuclear test was not unexpected,
coming on the heels of a rocket launch in December 2012, which led to the United Nations' early
2013 decision to tighten sanctions against North Korea. North Korea under its new leader, Kim-
Jong-un, has increased the anxiety of the international community by intensifying its rhetoric and
threatening even more provocative actions.

In the face of such provocation, the United Nations Security Council convened an emergency
meeting to consider measures against North Korea -- a country that has, to date, been undeterred
by international action or prevailing international law. Indeed, the very existence of sanctions has
not stopped North Korea from repeatedly violating the Comprehensive Nuclear Test Ban Treaty.
North Korea's lack of concern for international opinion was displayed in high relief in mid-
February 2013 when the state-controlled newspaper declared the country's need for
intercontinental ballistic missiles. Anxieties over global security reached new heights as news
reports began to emerge about Iran playing a role in North Korea's nuclear development program.

In March 2013, the United Nations Security Council acted against North Korea by unanimously
adopting Resolution 2094, which censured North Korea for its February 2013 nuclear test and
imposing an even stricter sanctions regime on that country. At that time, tensions were increasing
on the Korean peninsular, with North Korea using sharp rhetoric to issue threats against South
Korea, even ending its armistice with the South that brought an end to the hostilities between the
two Koreas, and ultimately declaring it was in "a state of war" with South Korea. North Korea
also cut off its emergency hotline with South Korea; by April 2013, North Korea decided to re-
open its nuclear complex at Yongbyon and ceased border crossing access for South Koreans into
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the jointly-administered Kaesong industrial zone, which has often been viewed as a symbol of
cross-border cooperation. North Korea, meanwhile, declared its enmity with the United States,
warning that strikes on American interests might be in the offing, and pointing to United States
military interests in Japan and Guam, presumably indicated they might be on Pyongyang's target
list. The North Korean military additionally claimed to have "ratified" a possible attack on the
United States.

But by May 2013, the political climate appeared to have cooled and North Korea withdrew two
intermediate range missiles it had placed earlier on its east coast. Nevertheless, North Korea went
onto to carry out four short range missile tests in mid-May 2013. It was not known if North Korea
was trying to re-ignite geo-political tensions or if the tests were routine exercises intended to simply
show military might. A month later in June 2013, there was a bizarre mix of progress and retreat
on the diplomatic front as the two Koreas planned and then cancelled bilateral negotiations;
however, North Korea then proposed direct talks with the United States.

In August 2013 through September 2013, the two Koreas finally agreed to re-open operations at
the jointly-administered Kaesong industrial zone. But in the second week of September 2013, signs
pointed to the fact that operations were being restarted at North Korea's Yongbyon reactor. It
seemed that regardless of calming of tensions, North Korea was going forward with the threat
made in April 2013 about re-opening its Yongbyon facility.

Background:

On Jan. 22, 2013, the United Nations Security Council unanimously approved a resolution
authorizing tighter sanctions against North Korea over its December 2012 rocket launch, which at
the time spurred international condemnation. North Korea angrily responded to the move by
promising further rocket launches and nuclear testing, and also warning of retribution against the
United States, which it described as a "sworn enemy." The following statement was issued via the
official Korean Central News Agency: "We do not hide that a variety of satellites and long-range
rockets will be launched and a nuclear test of higher level will be carried out in the upcoming new
phase of the anti-U.S. struggle, targeting against the U.S., the sworn enemy of the Korean
people." Pyongyang soon expanded its threats to note that it would take action against South
Korea if it participated in the United Nations sanctions regime. China's official Xinhua News
Agency also reported that Pyongyang intended to walk away from multilateral six-part talks since
"the U.N. Security Council has been reduced into an organization bereft of impartiality and
balance."

North Korea has not been a stranger to strong rhetoric, and since the December 2012 rocket
launch, all expectations were that North Korea would follow its previous pattern of behavior and
carry out a nuclear test. To that end, South Korea's Yonhap News referenced South Korean
intelligence sources in reporting that North Korea had completed technical preparations for a
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nuclear test. Thus, the nuclear test and belligerent threats against the United States and South
Korea were, in many senses, not surprising reactions from North Korea. The decision to brand the
United Nations Security Council an impartial entity and walk away from multilateral talks was
perhaps the more unexpected path taken by Pyongyang, since China -- North Korea's closest ally -
- is a veto-wielding member of that body.

But by the end of January 2013, North Korea took its rhetoric to another level when it promised
action at an even "higher level" than a nuclear test. The position of the North Korean leadership
was reported in the Rodong Sinmun state newspaper as follows: "It is the people's demand that we
should do something, not just a nuclear test, but something even greater. The U.N. Security
Council has left us no room for choice."

This bellicose language continued in February 2013 when Pyongyang again threatened "stronger
measures" than simply a third nuclear test in response to "hostile" sanctions by the international
community. A statement by North Korea's state news agency read as follows: "The DPRK
(Democratic Peoples Republic of Korea, or North Korea) has drawn a final conclusion that it will
have to take a measure stronger than a nuclear test to cope with the hostile forces nuclear war
moves that have become ever more undisguised." There was no indication as to what form those
"stronger measures" might entail although there was some suggestion that North Korea might use
enriched weapons grade uranium, rather than plutonium, in an explosion of some sort.

The use of uranium could indicate North Korea's intent to expand its nuclear arsenal through
uranium enrichment. It would also incur a high level of risk. As noted by Siegfried Hecker,
former director of the Los Alamos National Laboratory in New Mexico and a professor at
Stanford University in California, in Foreign Policy magazine: "If a next test is well contained, then
we may learn nothing about the device. However, one of the risks Pyongyang takes in trying to
demonstrate a test at a higher level is that they may produce fissures that allow radioactive seepage
or possibly cause a major blowout from the tunnel."

North Korea's bellicose language was matched with provocative visual imagery. At issue was the
release of a three-minute video on YouTube depicting a North Korean man's dream sequence in
which the city of New York is destroyed, with the 1985 song "We are the world" playing in the
background. A caption, which was translated from Korean in The Guardian newspaper, reads as
follows: “Somewhere in the United States, black clouds of smoke are billowing. It seems that the
nest of wickedness is ablaze with the fire started by itself.” It continues: “Despite attempts by
imperialists to isolate and crush us ... never will anyone be able to stop the people marching
towards a final victory.” The video was reported to have been released by North Korea’s state-run
media and while of amateur quality in some regards, it nonetheless represented a sharp threat
against the United States and/or the interests of its allies.

Two dates that North Korea might be considering for a nuclear test were Feb. 16, 2013, the
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birthday of former leader, Kim Jong-il, or Feb. 25, 2013, the inauguration date of Park Geun-hye
of South Korea.

North Korea's third nuclear test

On Feb. 12, 2013, seismic activity in North Korea suggested that officials may have selected an
even earlier date to go forward with a third nuclear test. The seismic shock activity emanated from
the same area where North Korea had conducted its 2006 and 2009 nuclear tests. Kim Min-seok
of the South Korean Defense Ministry indicated that country's belief, saying, “We believe that
North Korea has conducted a nuclear test." Meanwhile, the United States Geological Survey
indirectly confirmed that the test had taken place as it noted the shock appeared to be one
kilometer underground and was consistent with a nuclear blast. According to Lassina Zerbo, the
director of the international data center of the Comprehensive Nuclear-Test Ban Treaty
Organization, the magnitude of the test was twice as large as the 2009 nuclear test. It should be
noted that initial reports suggested the use of plutonium in this nuclear test, which tends to be
suited for use as a missile warhead.

North Korea itself soon confirmed that it had carried out its third underground nuclear test, which
it said involved a "miniaturized" nuclear device. As reported in a statement by the state-run KCNA
news agency: "It was confirmed that the nuclear test that was carried out at a high level in a safe
and perfect manner using a miniaturized and lighter nuclear device with greater explosive force
than previously did not pose any negative impact on the surrounding ecological environment."

North Korea claimed its third nuclear test was an act of self-defense against "U.S. hostility" and
warned that further moves might be in the offing. Via the state-controlled KCNA news agency,
Pyongyang claimed that the nuclear test "was only the first response" taken "with maximum
restraint." Pyongyang warned that further actions were in the offing, saying: "If the United States
continues to come out with hostility and complicates the situation, we will be forced to take
stronger, second and third responses in consecutive steps."

International Response

The chorus of condemnation from the international community was broad and vociferous. United
Nations Secretary General Ban Ki-moon wasted no time in condemning North Korea's nuclear
test, which he emphasized was a "clear and grave violation" of United Nations resolutions. NATO
cast the nuclear test as an "irresponsible act" that posed a serious threat to world peace. Russian
Foreign Minister Sergei Lavrov demanded that North Korea abandon its nuclear program and
return to the negotiating table. China, North Korea's closest ally, demanded an audience with the
North Korean ambassador in Beijing, while Foreign Minister Yang Jiechi said China was "strongly
dissatisfied and resolutely opposed" to the nuclear test. Japanese Prime Minister Shinzo Abe
declared the nuclear test to be a "grave threat" and vowed that it could not be tolerated. In a

Korea, South Review 2016 Page 241 of 487 pages



Korea, South

statement, United States President Barack Obama argued for a swift response, asserting: "The
danger posed by North Korea's threatening activities warrants further swift and credible action by
the international community. The United States will also continue to take steps necessary to defend
ourselves and our allies." But perhaps the most scathing response came from Denmark's Foreign
Minister Villy Sovndal, who said: "This [nuclear test] deserves only one thing and that is a one-
sided condemnation. North Korea is likely the most horrible country on this planet."

The United Nations Security Council convened an emergency meeting later on Feb. 12, 2013 to
discuss future measures. During that meeting, the permanent and rotating member nations of the
United Nations Security Council unanimously condemned North Korea's latest nuclear test and
warned that "appropriate measures" would be in the offing.

Clearly, North Korea would be faced with the prospects of international action. Even its closest
ally, China, via its state-controlled media, had urged North Korea not to go forward with such a
provocative action and warned that North Korea would pay a "heavy price" if it proceeded with
the test. Of course, in the realm of international jurisprudence, heavy costs have come in the form
of harsh sanctions by the United Nations Security Council, which have done little to curtail North
Korea from going forward with its missile program and nuclear development agenda. Indeed, the
very existence of sanctions has not stopped North Korea from repeatedly violating the
Comprehensive Nuclear Test Ban Treaty.

Belligerence and Brinkmanship

North Korea's lack of concern for international opinion was displayed in high relief when the state-
controlled newspaper declared the country's need for intercontinental ballistic missiles (ICBMs).
Only two days after carrying out its third nuclear test, North Korea displayed its brazen stance by
declaring that it should own ICBMs since the "imperialists" -- an apparent reference to the United
States -- had a nuclear arsenal. According to a review in Rodong Sinmun, North Korea's main
newspaper and an apparent mouthpiece for the North Korean government -- the country required
ICBMs to augment its self-defense. The article in Rodong Sinmun also declared that North Korea
would be a formidable enemy in the face of adversity or any challenge, and warned that there "can
be no compromise in the last fight to herald the victory for independence for humanity." The
diatribe also included the promise to "strike a blow to end imperialism."

The North Koreans' efforts to develop ICBM capacity were apparently not being undertaken in
isolation. According to researchers at Johns Hopkins University, there were suggestions that the
Iranians might be assisting the North Koreans with the development of a rocket program. Blog 38
at Johns Hopkins University noted that its analysis of satellite imagery taken in early 2013 showed
that preparations were being made for an impending test of a liquid-fueled rocket. That satellite
imagery further showed that North Korea could conceivably test rockets larger than the size of the
rocket deployed in late 2012 from a new launch pad. As stated in the report published in Blog 38:
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"Analysis of construction activities around the new launch pad has revealed evidence that
Pyongyang's rocket program may be receiving assistance from Iran."

Since Iran was already ensconced its its own controversial nuclear development program -- to the
great consternation of the international community -- the news of a possible connection between
Pyongyang and Tehran was being met with alarm across the world. Indeed, there was a growing
sense of anxiety about global security as a result. That being said, the general consensus was that
North Korea had not, to date, developed the ability to deploy a nuclear warhead on an ICBM.

In the last week of February 2013, researchers at Johns Hopkins University -- via Blog 38 -- said
that satellite imagery of the nuclear test facility show possible signs of human activity there, even
after the third nuclear test. They suggested that North Korea might be preparing for a fourth
nuclear test. As stated in Blog 38: "It remains unclear whether renewed activity at the site is
normal for the days after a nuclear detonation or if it is an indication of Pyongyang's intention to
conduct another test in the near future." Sources from the Chinese government suggested that
Pyongyang was waiting for possible action from the United Nations Security Council before it
makes a decision on a fourth nuclear test.

Consequences

With news circulating in the first week of March 2013 that a draft of a United Nations Security
Council resolution against North Korea had been crafted, Pyongyang wasted little time in
registering its anger. On March 5, 2013, North Korea warned that it would end its 1953 armistice
(ceasefire) that brought a conclusion to the conflict with South Korea, without officially ending the
Korean War. North Korea also demanded that the United States and South Korea end its ongoing
military drills in the region, referring to them as a "dangerous nuclear war targeted at us."
Furthermore, the Korean People's Army warned that it would carry out stronger actions in
response to the "hostile" policies of the United States and South Korea. It was apparent that North
Korea was prepared to take an aggressive stance in the face of international pressure.

On March 7, 2013, the United Nations Security Council unanimous adopted Resolution 2094
censuring North Korea for its February nuclear test and imposing an even stricter sanctions regime
on that country. Included in those new sanctions were provisions to target the financing sources
of North Korea's nuclear and missile technology, but there were additional penalties imposed on
North Korea in the realm of banking, travel, transportation, and trade.

As stated by United States Ambassador to the United Nations, Susan Rice, "The strength, breadth
and severity of these sanctions will raise the cost to North Korea of its illicit nuclear program.
Taken together, these sanctions will bite and bite hard." South Korea's Ambassador to the United
Nations, Kim Sook, said the time had come for North Korea to "wake up from its delusion" of
becoming a nuclear state. He continued, "It can either take the right path toward a bright future and
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prosperity, or it can take a bad road toward further and deeper isolation and eventual self-
destruction." Meanwhile, United Nations Secretary-General Ban Ki-moon said the unanimous
adoption of the resolution delivered a strong message to North Korea that its pursuit of nuclear
weapons would not be tolerated by the international community.

In addition to scrapping its non-aggression agreements with South Korea, North Korea responded
to the news of international action by saying that it would be cutting off the North-South hot-line.
Installed in 1971, the hot-line was created to provide direct communication at times of increased
tensions and also to organize the transfer of persons and goods through the heavily fortified
Demilitarized Zone. Clearly, the disabling of the hot-line was not only symbolic of the breakdown
in bilateral relations between the two Koreas, there were also practical and security implications.

It should be noted that North Korea has also shockingly threatened to launch pre-emptive nuclear
attacks on the United States and South Korea in response to the joint military drills, which it said
were proof of the United States' intent to go to war. A belligerent North Korea said via its Foreign
Ministry that the United Nations' action would "compel" that country to take "countermeasures" in
short order. Furthermore, it declared in a statement: "Now that the U.S. is set to light a fuse for a
nuclear war, the revolutionary armed forces of the DPRK will exercise the right to a pre-emptive
nuclear attack to destroy the strongholds of the aggressors and to defend the supreme interests of
the country." North Korea even threatened to transform Washington and Seoul into "a sea in
flames" with "lighter and smaller nukes."

For its part, South Korea was undeterred and moving forward with the very joint military drills
(with the United States) that earned outrage and threats from Pyongyang. Still, South Korean
Foreign Minister Yun Byung-se said on March 11, 2013, that his country would try to re-engage
with North Korea with an eye on shifting the climate from tension and threats to cooperation. In an
address, Yun said his goal was to "turn this era of confrontation and mistrust into an era of trust
and cooperation with North Korea." Yun further asserted: "The security situation on the Korean
Peninsula for now is very grave as the unpredictability surrounding North Korea is rising following
its third nuclear test."

Escalating Tensions

As March 2013 was drawing to a close, North Korea increased its belligerent rhetoric and said that
missile and artillery units were combat-ready and aimed at United States and South Korean
targets. In a statement broadcast on the state-controlled Korean Central News Agency (KCNA),
the Korean People's Army's Supreme Command said: "From this moment, the Supreme Command
puts all of its field artillery including strategic rocket units and long-range artillery units into the No.
1 combat ready posture." The statement further delineated targets in South Korea and the United
States -- from its military installations in the Pacific to Hawaii and the mainland. Indeed, a North
Korean spokesperson was on the record saying, “The U.S. should not forget that the Anderson Air
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Force Base on Guam, where B-52s take off, and naval bases in Japan proper and Okinawa, where
nuclear-powered submarines are launched, are within the striking range of [North Korea’s]
precision strike means." North Korea said that its motivation was driven by the priority "to
safeguard our sovereignty and the highest dignity [of leader Kim Jong Un] through military
actions."

The United States responded with its own statement as follows: "North Korea's bellicose rhetoric
and threats follow a pattern designed to raise tensions and intimidate others. While the United
Nations Command, Combined Forces Command and U.S. Forces Korea continue to maintain the
armistice, North Korea continues its provocative behavior and rhetoric. The Republic of Korea-
U.S. alliance is strong and we remain committed to the defense of [South Korea]."

Then, on March 30, 2013, North Korea declared it was in a "state of war" with South Korea and
that its the long-standing truce with the South had ended. A statement from Pyongyang read as
follows: "From this time on, the North-South relations will be entering the state of war and all
issues raised between the North and South will be handled accordingly. The long-standing situation
of the Korean peninsula being neither at peace nor at war is finally over." In response, the South
Korean defense ministry denounced the war threat and issued its own statement, which read as
follows: "Our military is maintaining full preparedness to leave no blind point in safeguarding the
lives and safety of the people." As well, South Korean President Park Geun-hye noted that her
country was taking the threats from North Korea "very seriously." She said, "If there is any
provocation against South Korea and its people, there should be a strong response in initial combat
without any political considerations."

For its part, the United States military command in South Korea dispatched a statement that read
as follows: "North Korea will achieve nothing by threats or provocations, which will only further
isolate North Korea and undermine international efforts to ensure peace and stability in Northeast
Asia."

Matching its words with concrete illustrations, the United States was also displaying its military
versatility by deploying B-2 and B-52 planes with nuclear capabilities over South Korea, while also
flying F-22 Raptor fighter jets from Japan to South Korea's Osan Air base. As well, as noted
below, the United States said it would deploy additional ballistic-missile interceptors along the
country's Pacific Coast, with an eye on protecting the United States from a potential attack from
North Korea. As well, the United States moved its sea-based X-Band radar platform, normally
based in Hawaii, closer to the North Korean coast, with the intent of monitoring potential attempts
from North Korea to launch a long-range missile. By April 2013, the United States additionally
decided to deploy an anti-missile system to Guam.

Tensions on the Korean Peninsular escalated on April 2, 2013 when the state-controlled Korean
Central News Agency (KCNA) of the North Korea announced that it would be re-opening its main
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nuclear complex at Yongbyon and restarting its nuclear reactor there.

The Yongbyon complex was home to both a uranium enrichment facility and a nuclear reactor; it
was closed as a part of a 2007 agreement between North Korea and a multilateral cadre, including
China and the United States. The agreement mandated the closure of the reactor at Yongbyon in
lieu of one million metric tons of heavy fuel oil as well as humanitarian aid benefits. The
agreement was only really in effect for a couple of years since North Korea resumed the
reprocessing of fuel rods stored at the site in 2009, complaining that it did not receive the desired
level of energy assistance.

This 2013 decision to open the Yongbyon complex and restart operations of the nuclear reactor
was illustrative of the intensification of dissonance on the Korean peninsular ongoing since late
2012. But it was also a disturbing development as it showed that the new leader of North Korea,
Kim Jong-un, was prepared to take increasingly provocative actions. As a result, the international
community was now regarding the paranoid and alienated nation state of nuclearized North Korea
through the valence of anxiety.

Reflecting this sentiment, United Nations Secretary-General Ban Ki-moon said he was "deeply
dismayed" by North Korea's decision to re-open the main nuclear complex at Yongbyon and restart
the nuclear reactor. He further condemned the provocative actions declaring: "The current crisis
has already gone too far. Nuclear threats are not a game. Aggressive rhetoric and military posturing
only result in counter-actions, and fuel fear and instability."

Secretary General Ban urged all partied to engage in urgent talks as "the only way to resolve the
current crisis." However, with North Korea cutting off its military hot-line with South Korea,
canceling its armistice with that country, using the rhetoric of war, and re-opening its Yongbyon
facility, it seemed that authorities in Pyongyang were not in the mood for productive diplomatic
engagement.

Indeed, a day later on April 3, 2013, North Korea has ceased border crossing access for South
Koreans into the jointly-administered Kaesong industrial zone. Since Kaesong has been viewed as
a tacit symbol of the state of geopolitical relations and the last significant arena of cooperation
between the two Koreas, the cessation of cross-border access at the industrial zone was regarded
as a disturbing development.

By April 4, 2013, the state-controlled Korean Central News Agency (KCNA) said the military had
"ratified" an attack on United States interests. The KCNA statement further noted that North
Korean troops had been authorized to counteract American aggression with "powerful practical
military counteractions," including nuclear weapons, and involving "cutting-edge smaller, lighter,
and diversified nuclear strike means." The KCNA statement included the following warning: "The
moment of explosion is approaching fast. No one can say a war will break out in Korea or not and
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whether it will break out today or tomorrow." The expressed nuclear threat was the most blatant
and belligerent exposition from the North Korean regime on global stability in recent memory.
Raising the threat to another level, Pyongyang also told foreign embassies that it could not
guarantee their safety in the event of conflict.

In a speech to the National Defense University in Washington, United States Defense Secretary
Chuck Hagel noted that the recent actions of the North Koreans "present a real and clear danger."

Meanwhile, Russian foreign ministry spokesperson, Alexander Lukashevich, observed that North
Korea's actions may very well foreclose the notion of multilateral negotiations . He cast
Pyongyang's attempts to violate decisions of the United Nations Security Council" as

"categorically unacceptable," and issued the following warning: "This radically complicates, if it
doesn't in practice shut off, the prospects for resuming six-party talks."

On April 5, 2013, Western officials were confirming reports that North Korea had moved a
medium-range missile, known as a Musudan or Nodong B, to its east coast. It was unknown if the
move was to be interpreted as a threatening gesture , with a warhead mounted on the missile, or
part of the preparations for test firing. There was growing suspicion that North Korea might, in
fact, be preparing to carry out yet another missile test. It should be noted that while this
Musudan/Nodong B missile has a range of around 3,000 kilometers (1,875 miles), which would
put all of South Korea, Japan, and possibly the United States' territory of Guam in its range;
however, there was no test history to ensure precision. As noted by Greg Thielmann, a senior
fellow at the Arms Control Association, "A missile that has never even had a flight test is not an
operational system and is not a credible threat." Of course, a missile launch might be in the offing
for the purpose of acquiring that test history.

By April 10, 2013, South Korean sources said that North Korea appeared to be preparing to launch
the Musudan mid-range ballistic missile that had been moved to the east coast, and warned that
North Korea might even be preparing the fire the Musudan simultaneously with shorter range
Nodong and Scud missiles. The missiles launch could conceivably coincide with the celebration of
the birthday of Kim Il-sung, the country’s founder.

Meanwhile, the rhetoric from North Korea continued to be bellicose with North Korean state
media asserting that the scenario on the Korean Peninsula situation was "inching close to a
thermonuclear war," and authorities in Pyongyang warning foreign nationals in South Korea to
evacuate from that country. The Obama administration in the United States, via White House
spokesperson, Jay Carney, characterized North Korea's statements as "unhelpful." Carney
continued, "This kind of rhetoric will only further isolate North Korea from the international
community and we continue to urge the North Korean leadership to heed President Obama's call to
choose the path of peace and to come into compliance with its international obligations."

It should be noted that the foreign ministers of the so-called G-8 countries -- the United States, the
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United Kingdom, France, Germany, Italy, Canada, Japan, and Russia -- have condemned North
Korea's recent actions, and warned of consequences in North Korea conducts either a missile
launch or a nuclear test. On April 12, 2013, United States Secretary of State John Kerry traveled
to South Korea and accentuated this multilateral warning, saying "If Kim Jong-Un decides to
launch a missile, whether it is across the Sea of Japan or some other direction, he will be choosing
willfully to ignore the entire international community."

A day later, Secretary of State Kerry met with Chinese leaders to find ways to end the geopolitical
crisis brewing on the Korean peninsular. Following that meeting, Secretary Kerry said that the
United States and China were both calling for North Korea to refrain from further provocative
actions. It was clear that the international community was united in its stance against North Korea's
recent acts of dangerous provocation.

Secretary of State John Kerry ended his Asian trip with a call for negotiations to end the
dissonance and emphasizing the imperative of finding a diplomatic solution. He said, "The United
States remains open to authentic and credible negotiations on denuclearization, but the burden is on
Pyongyang. North Korea must take meaningful steps to show that it will honor commitments it has
already made, and it has to observe laws and the norms of international behavior."

Meanwhile, with an eye on decreasing the tensions between the two Koreas, South Korean
President Park Geun-hye called for peaceful dialogue. But North Korea was quick to reject the
overture, characterizing the offer of talks as a "cunning ploy." If that response was any indication,
North Korea remained defiant in the face of international pressure.

Latest Developments

April 15,2013 -- the anniversary of North Korea's founder's birth -- passed fairly quietly, without
a continuation of the bellicose war threats and even free of a huge military parade showcasing
North Korean military might. The hopes that North Korea might be digesting the call for talks, and
that the heated geopolitical climate had cooled for the moment, dissipated as Pyongyang issued
new threats of war. A statement via state-controlled media was issued as follows: "Our retaliatory
action will start without any notice from now."

It should be noted that South Korea responded to the recent actions of North Korea by deploying
two warships with the Aegis missile defense systems on the east and west coasts. As well, Japan
deployed missile defense systems around Tokyo to defend against any missile threat by North
Korea.

In an interview with NBC News broadcast on April 16, 2013, United States President Barack
Obama said that while the intelligence available does not suggest that North Korea has the ability to
successfully arm a ballistic missile with nuclear warheads, he yet believed his country needed to be
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prepared for all possibilities. He said, “Based on our current intelligence assessments we do not
think that they have that capacity. But we have to make sure that we are dealing with every
contingency out there. That’s why I repositioned missile defense systems: to guard against any
miscalculation on their part.”

Asked whether he believed the North Korean leader, Kim Jung-Un, was mentally unstable,
President Obama responded, “I’m not a psychiatrist. And I don’t know the leader of North
Korea.” However, President Obama characterized North Korea's exposition of bellicose and
vituperative war rhetoric as being similar to a childish tantrum, and unlikely to yield productive
results. He said, “You don’t get to bang your spoon on the table and somehow you get your way."

President Obama seemed cognizant of the fact that the impasse was unlikely to end easily,
although he did not foreclose the possibility of a diplomatic resolution. He mused, “All of us would
anticipate that North Korea will probably make more provocative moves over the next several
weeks... This 1s the same kind of pattern that we saw his father engage in, and his grandfather
before that. If they want to rejoin the community of nations, that path is available to them."

On April 18, 2013, North Korea's National Defense Commission issued a statement via the official
Korean Central News Agency, demanding that the United States and South Korea withdraw "all
nuclear war making capabilities from the region," with an eye on future dialogue. North Korea also
called for Washington and Seoul to apologize for its aggression.

In response, a spokesperson for the White House, Josh Earnest, said that the Obama
administration was committed to denuclearization of the Korean peninsular and was open to
"authentic and credible negotiations." Earnest noted that the actions and rhetoric from North
Korea "actually indicate the opposite." He added, "We also need to see some clear evidence that
the North Koreans themselves are willing to live up to their international obligations, are willing to
demonstrate their commitment to ending the nuclear program, something they've promised in the
past."

By April 21, 2013, North Korea was reported to have moved two short-range missile launchers to
the east coast. According to a South Korean military source in a report by the South Korean
Yonhap news agency, satellite imagery showed the transfer of two mobile missile launchers
suitable for short-range Scud missiles to the South Hamgyeong province. Earlier in the month, as
noted above, two mid-range Musudan missiles were place on launchers on the east coast.
Collectively, these actions indicated that a missile launch might be in the offing -- possibly to mark
the anniversary of the founding of the North Korean military on April 25. However, that date
passed without any show of force.

In the last week of April 2013, South Korea called on North Korea to engage in dialogue over the
Kaesong industrial complex, which became a flashpoint in the ongoing crisis between the two
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Koreas. Regarded as a symbol of cooperation between North Korea and South Korea, the
decision by the North to block access to the jointly-run industrial complex was interpreted as a
clear sign of deteriorating relations, devolving diplomacy, and the slide towards confrontation.
That slide became more precipitous when North Korea outright rejected the invitation to engage
in talks. South Korea, therefore, responded by withdrawing its nationals from the Kaesong
industrial zone in the interests of safety.

On May 6, 2013, CBS News reported that the two Musudan medium-range missiles, which had
been moved to the east coast of North Korea weeks prior, were now removed from the launch
site. Those missiles, as discussed above, had sufficient range to reach Japan as well as the United
States territory of Guam in the Pacific.

The movement of the missiles was being interpreted in some circles as a cooling of the heated
tensions on the Korean Peninsular. Of course, with the start of the spring farming season, it was
also possible that many members of the army were -- as they do each year -- necessarily turning
their attention to the planting effort.

Regardless of the rationale, the removal of the Musudan missiles from the launch site conceivably
indicated that the threat posed by North Korea was reduced at this time, if only on a temporary
basis. Indeed, since the Musudan is a mobile missile, it could well be transported back to the
launch site in short order. As noted by a senior United States official from the National Security
Council in an interview with BBC News, it was "premature to celebrate it as good news," given
North Korea's record of unpredictable behavior to date. Striking a similar tone, George Little, a
Pentagon spokesperson, characterized North Korea's most recent stance as "a provocation pause."

May 2013 saw North Korea carry out a series of short-range missile tests from its east coast. As
global leaders attempted to bring down the level of tensions on the Korean Peninsular, and even
after North Korea pulled back its two medium range missiles from its launch pad, the firing of four
-- albeit short range -- missiles was being regarded as a provocation. It was not known if North
Korea was trying to re-ignite geo-political tensions or if the tests were routine exercises intended to
simply show military might. Regardless, United Nations Secretary General Ban Ki-moon urged
North Korea to refrain from carrying out any further missile tests and "resume dialogue."

Presumably in an effort to show that the United States was fully prepared to defend itself from the
potential nuclear missile threat posed by North Korea or any other belligerent nation state, the
Missile Defense Agency along with the United States Navy on May 16, 2013 completed a
successful test of a missile defense system as it destroyed a target launched in the Pacific Ocean.
According to reports from the Department of Defense, a short-range ballistic missile target was
launched from the Pacific Missile Range Facility on the Hawaiian island of Kauai; the USS Lake
Erie was able to detect and track the missile, then launch a blocking missile with a kinetic
warhead, which successfully destroyed the target. United States officials said the test operation in
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Hawaii demonstrated that the Aegis Ballistic Missile Defense system was fully functional.
Negotiations Planned and Canceled

On June 6, 2013, North Korea proposed convening talks with South Korea over the jointly-
administered Kaesong industrial zone, which had been shut down months earlier amidst heightened
tensions. The proposal also included a provision to restart tours at the Mount Kumgang resort,
which was suspended when a South Korea tourist was shot by a North Korean guard in 2008.

In regards to the more recent closure of the industrial complex, more than 50,000 North Korean
workers at Kaesong were withdrawn and South Koreans and supplies were banned entry as part of
North Korea's illustration that it was in a "state of war" with South Korea. As intimated above in
the "Background" note, the Kaesong complex has often been viewed as a symbol of cross-border
cooperation between the two Koreas and its closure augured negatively as regards the overall geo-
political security on the Korean Peninsular. But with North Korea's Committee for the Peaceful
Reunification of Korea offering the overture of dialogue on Kaeosong and Mount Kumgang, it
was believed that an effort was being made to de-escalate tensions and move to a more
constructive footing.

North Korea's Committee for the Peaceful Reunification of Korea issued the following statement
outlining its proposal of dialogue: "We propose holding talks between authorities of the North and
South for the normalization of operations at Kaesong and the resumption of tours to Mount
Kumgang on the occasion of the anniversary of the June 15 joint declaration." South Korea's
Ministry of Unification, which administers inter-Korean affairs, said the government in Seoul was
"considering the proposal in a positive light." Earlier, South Korea made it clear that given the
precipitous and dangerous decline in bilateral relations during the first part of 2013, it would not
only consider government level engagement with North Korea.

One day later on June 7, 2013, South Korea accepted North Korea's offer of bilateral talks but
insisted that rather than have them take place in the North Korean border town of Kaesong, that
the dialogue site be in the truce village of Panmunjom in the demilitarized zone between the
countries. South Korea also noted that it was interested in taking up a range of issues, including
the Kaesong Industrial Complex, the tourist center at Mount Kumgang, and the notion of family
reunions. The North reacted to South Korea's stance in a rare show of cordiality asserting the
following via a statement: "We appreciate the fact that the South side promptly and positively
responded to the proposal made by us for holding talks between the authorities of both sides."

It should be noted that the North Korean government in Pyongyang also said that if Seoul accepted
its proposal, it would also re-establish the emergency hotline channels, which were severed earlier
in the year, as noted above.
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But optimism about diplomatic progress between the two Koreas plummeted on June 11, 2013,
when despite the fact that preliminary talks on technical and administrative details were reported to
have gone smoothly. By June 13, 2013, more details emerged related to the cancellation of the
negotiations. The cause was attributed to the composition of the respective delegations at the
negotiating table in the first ministerial level talks since 2007.

Originally, South Korean Unification Minister Ryoo Kihl-jae was slated to lead South Korea's
delegation. When South Korea requested that North Korea send Kim Yang-gon, an adviser to
North Korean leader Kim Jong-un, to the talks, North Korea declined. Seoul then decided to
dispatch Vice-Unification Minister Kim Nam-shik to lead its delegation instead. North Korea took
offense to the apparent "downgraded" level of South Korean officials present at the talks and
decided to withdraw completely. North Korea placed the blame on South Korea for "arrogant
obstruction" and "deliberate disturbance" resulting in the aborted negotiations. North Korea further
characterized South Korea's decision to change the composition of its delegation in this manner as
"the height of discourtesy and disrespect unprecedented in the history of the North-South
dialogue".

For its part, South Korea said it was disappointed with North Korea's response. South Korea also
made it clear that it would not be offering to participate in negotiations with North Korea at any
point in the near future. As noted by South Korean Prime Minister Chung Hong-won: "In the past,
we have made infinite concessions to the North, but the time has come to hold talks where both
sides are represented by officials of the same level."

At the start of July 2013, relations between the two Koreas seemed to be moving in a more
productive direction when North Korea agreed to hold talks on the Kaesong industrial complex,
only hours after South Korea suggested the meeting. It was hoped that this overture would end
more positively than the situation in June 2013 when the proposed Kaesong discussions were
halted over procedural disagreements, as discussed just above. However, as of mid-July 2013,
there was no immediate agreement reached on resuming operations at their joint Kaesong industrial
complex.

With relations between the two Koreas at a stalemate of sorts in mid-June 2013 (subsequently
improved in early July 2013, as discussed above), it came as something of a surprise when North
Korea proposed direct talks with the United States. North Korea's National Defense Commission,
headed by North Korea's leader, Kim Jong-un, said it hoped for "serious discussions... to secure
peace and stability." The United States responded to this overture by saying it looked towards
"credible negotiations," made clear that North Korea had to be compliant with United Nations
resolutions and travel down the path of denuclearization. At the start of July 2013, North Korea
renewed its push for engagement with the United States when Choi Myung-nam, an international
affairs director at the North Korean Foreign Ministry, said Washington should take Pyongyang's
diplomatic offers seriously. It should be noted that while representatives of the United States and
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North Korea have held meetings sporadically, the two sides have not engaged in high-level talks
since 2009.

Meanwhile, in the third week of June 2013, North Korea was apparently building on its sudden
appetite for diplomatic engagement as it expressed an interest in restarting international nuclear
negotiations. According to China's foreign ministry, North Korean officials were now indicating
that they wanted to "peacefully resolve the nuclear issue." It should be noted that multilateral talks
between North Korea, South Korea, China, Japan, Russia, and the United States over North
Korea's controversial nuclear program collapsed in 2008. North Korea's renewed interest in
diplomatic engagement at the multilateral level came as a result of high-level strategic talks with
Chinese officials in Beijing. It was to be seen if an actual return to the multilateral negotiating table
was in the offing.

In mid-August 2013, the two Koreas were able to successfully reach an agreement to re-open the
jointly-administered Kaesong industrial complex. The accord between the two countries included a
provision ensuring that Pyongyang would never again shut the industrial complex -- often viewed
as a symbol of cross-border cooperation -- "under any circumstances." Another key provision of
the accord was the move to "internationalize" the Kaesong industrial complex by hosting foreign
visitors at the factory park. This element would effectively make it harder for North Korea to take
any unilateral action involving the facility. Left unspecified at the time was a precise date for the
reopening of the facility and the resumption of regular operations.

By September 2013 the two Koreas agreed on a "trial" start date of Sept. 16, 2013. It should be
noted that agreement was also forged in regard to exempting South Korean firms from taxes for the
rest of 2013 to offset losses incurred during the period of months when the complex was closed.

Agreement was also made to facilitate easier access to the complex for South Koreans carrying out
commercial responsibilities, and for the purpose of attracting foreign investors to the Kaesong
Industrial Complex.

Nuclear site activity --

In mid-2013, despite the overtures of diplomatic engagement to the United States, and a stated
interest in returning to multilateral talks, satellite imagery depicting a North Korean test site
indicated possible preparations for a possible test of a nuclear device in the future. Researchers at
John Hopkins University's North Korean Blog 38 Forum reported that satellite imagery of the
Punggye-ri nuclear test site showed that some construction was being carried out the site where
North Korea conducted nuclear tests in 2009 and 2013. Researchers at John Hopkins University
said: "This activity appears to have begun by late April 2013 and gathered momentum over the
next few months." While there was no conclusive sense of what the increased activity at the
Punggye-ri nuclear test site really meant, the researchers suggested that the construction could
simply be a matter of repairs, or preparations for a future test. As stated in the Blog 37: "These
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activities do not appear to be part of preparations for a nuclear test in the near-term. Rather, they
seem to be long-term projects ... that may be necessary for the conduct of future tests."

In September 2013, signs pointed to the fact that operations were being restarted at North Korea's
Yongbyon reactor. Of note was the fact that white steam was seen rising from the Yongbyon
nuclear facility. According to the Blog 38 North website of the United States-Korea Institute at
Johns Hopkins University, the color and volume of the steam signaled that the reactor was getting
close to being operational. The blog entry read as follows: "The white coloration and volume are
consistent with steam being vented because the electrical generating system is about to come
online, indicating that the reactor is in or nearing operation," said the Washington-based institute."
It seemed that regardless of calming of tensions, North Korea was going forward with the threat
made in April 2013 about re-opening its Yongbyon facility.

As stated by Jeffrey Lewis of Blog 38 in an interview with BBC News, "The reactor looks like it
either is or will within a matter of days be fully operational, and as soon as that happens, it will
start producing plutonium." He continued, "They really are putting themselves in a position to
increase the amount of material they have for nuclear weapons, which I think gives them a little bit
of leverage in negotiations, and adds a sense of urgency on our part." Still, that sense of urgency
was a relative one with the Institution for Science and International Security issuing a report in
which it would yet take time before North Korea could use new plutonium in nuclear weapons.

The institute's report issued the following finding: "Given that North Korea will likely need two-
three years before it discharges irradiated fuel containing plutonium and another six to 12 months
to separate the plutonium, there remains time to negotiate a shutdown of the reactor before North
Korea can use any of this new plutonium in nuclear weapons."

*#* Note: See below for information on North Korea's nuclear test history, nuclear capability, and
the United States' reaction to the threat posed by North Korea to its national security. ***

Special Report:
North Korean ship carrying Cuban weapons intercepted by Panamanian authorities

An international imbroglio was in the making in mid-July 2013 when a North Korean ship carrying
Cuban weapons was intercepted by Panamanian authorities. According to Panamanian President
Ricardo Martinelli, the ship was targeted by drug enforcement officials as it traveled from Cuba
and approached the Panama Canal. Of concern to the Panamanian authorities was the fact that the
ship disappeared from satellite tracking systems after it left the Caribbean side of the Panama
Canal. This situation raised the suspicions of Panamanian authorities who wondered why the ship's
crew would de-activate the tracking system that conveys details of the vessel's location.
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As stated by Panamanian President Ricardo Martinelli, "We had suspected this ship, which was
coming from Cuba and headed to North Korea, might have drugs aboard so it was brought into
port for search and inspection." When the vessel, Chong Chon Gang, was taken into port and
subject to search and inspection, its cargo of suspected missiles was uncovered. Of note was the
fact that the weapons were discovered amidst a shipment of sugar.

The drama in the Panama Canal reached new heights, according to Panamanian President
Martinelli, when the North Korean ship captain had a heart attack and tried to commit suicide,
while a riot involving the ship's crew of 35 ensued. The entire crew was subsequently taken into
custody while the vessel and its shipments were seized. As well, President Martinelli posted an
image via his Twitter account depicting a large green object inside a cargo container, which he
characterized as the suspected "sophisticated missile equipment."

Soon after the fracas unfolded, Cuba admitted that this stash of weapons was included in its
shipment of 10,000 tonnes of sugar to North Korea. Cuba explained that the weapons were
obsolete Soviet-era arms from Cuba being sent for repair in North Korea. That explanation was
plausible since North Korea possesses some expertise in the weapons arena. However, Panama
called on the United Nations to lead an inquiry into the weapons materials to determine precisely
what was stashed in the shipment.

Under the aegis of prevailing United Nations sanctions, the transportation of all weapons to or
from North Korea is prohibited. Moreover, even a benign matter such as the transportation of
weapons for repair to North Korea would, nonetheless, require a waiver from the United Nations
Security Council. It would seem that no such waiver was procured by Cuba or North Korea.

As well, regulations pertaining to the transfer of shipments through the Panama Canal required the
declaration of military cargo, including so-called "obsolete" weapons. Thus, an investigation into
the matter was underway, while the North Korean crew was faced with the prospect of charges of
illegal weapons smuggling in Panama. As noted by President Martinelli, "The world needs to sit up
and take note: you cannot go around shipping undeclared weapons of war through the Panama
Canal."

It should be noted that North Korea issued a demand that its ship be returned and the crew of the
Chong Chon Gang be released. Panama was not acquiescing to this demand and, instead, was
moving forward with the aforementioned investigation.

By the close of July 2013, woes for Cuba and North Korea over the infamous ship carrying
weapons cargo only increased. At issue was the report by Panamanian authorities that four new
undeclared containers were found aboard the Chong Chon Gang, quite likely in violation of
United Nations sanctions. That determination, however, was yet to be made.

Korea, South Review 2016 Page 255 of 487 pages



Korea, South

In February 2014 , Panama had released the Chong Chon Gang and the ship's owner was forced
to pay a fine totalling almost $700,000 for violating navigation regulations (specifically those
attending to the transporation of weapons). As well, three crew members were facing weapons
trafficking charges, although the charges against the other 32 crew members were dropped.

At issue for the Panamanian government was the fact that the weapons being smuggled were not
"obsolete defensive weapons" as claimed by Cuba, but in fact several sophisticated weapons in
perfect condition. Indeed, it was soon revealed that the stash of weapons included two MiG-21
aircraft, 15 MiG engines and nine anti-aircraft missiles.

A preliminary report by a panel of experts to the Sanctions Committee at the United Nations
Security Council concluded that the Chong Chon Gang violated prevailing United Nations
sanctions against North Korea, which ban the transfer of weapons to that country. Yet to be
determined would be the type of penalties the United Nations Security Council would levy against
Cuba.

Special Entry:
North Korean leader Kim Jong-un executes uncle referring to Chang Song-thaek as a "traitor" --

In December 2013, Chang Song-thaek -- the uncle of North Korean leader Kim Jong-un -- was
removed from his top military post as the vice-chairman of the National Defense Commission.
South Korean media reported that in addition to Chang's dismissal, two of his close aides were also
executed for corruption.

Less than a week after the news broke about Chang's dismissal, the official Korean Central News
Agency took the unprecedented step in this secretive and hermetic country of announcing that a
military trial had been held and Chang had been put to death. Chang was branded both a "traitor"
and "human scum," and executed for "acts of treachery." The state media went the extra mile by
detailing those acts of treachery.

During his military trial, Chang supposedly admitted that he attempting to overthrow the state via
the formation of his own reformist faction or "little kingdom." A central element of Chang's
agenda, according to the state, was a scheme to drive the economy into "an uncontrollable
catastrophe." According to the official report, which was cited in the North Korean state media:
"Chang dreamed such a foolish dream that once he seizes power by a base method, his despicable
true colors as a reformist would be known to the outside world and would help his new
government get recognized by foreign countries in a short span of time." Clearly, if such a plan was
really part of Chang's agenda, it had not ended successfully and the man at the center was now
eliminated.
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At the level of political strategy, the removal of Chang from a position of power, followed by his
quick military trial and execution marked the most significant signs of political upheaval in North
Korea since Kim Jong-un succeeded his father -- the late Kim Jong-il -- as the leader of the
paranoid and secretive North Korean nation state.

Chang has, in the past, been subject to political "purges" in North Korea. Despite being elected to
the Central Committee of North Korea's Korean Workers' Party (KWP) in 1992, he disappeared
from the public purview in 2004 with speculation abounding that he was under house arrest.

There were additional rumors that he was sent to a "re-education" camp. Chang re-emerged in
2006 and has since he regarded as an economic reformer and an ally to Kim Jong-un. His dismissal
was viewed, at the time, as a major shake-up on the North Korean political scene. Clearly, his
execution signified an even more shocking shift on the North Korean landscape. Since the position
of the vice-chairman of the National Defense Commission has long been regarded as the "second
in command" position to the supreme leader, Chang's removal and execution was likely to create a
seismic shift in the power hierarchy of North Korea. Indeed, Kim Jong-un was making his mark
on the political structure and making it clear that he had full control and absolute authority over

the North Korean state. Kim Jong-un was further warning would-be antagonists, reformists, and
dissenters that the price for disloyalty would be death.

The White House in the United States reacted to the news of Chang's execution by with the
following statement: "If confirmed, this is another example of the extreme brutality of the North
Korean regime. We are following developments in North Korea closely and consulting with our
allies and partners in the region."

Special Entry:

Satellite photos indicate North Korea producing fuel rods for nuclear reactor at Yongbyon --

On Dec. 24, 2013, the United States-Korea Institute at Johns Hopkins University in Washington
D.C. reported that satellite imagery indicated that North Korea was producing fuel rods for its
nuclear reactor at Yongbyon.

Months earlier in September 2013, amidst progress on the diplomatic front as the two Koreas
agreed to re-open operations at the jointly-administered Kaesong industrial complex, there was
retrenchment on the matter of North Korea's nuclear program. There were indications that
operations were being restarted at North Korea's Yongbyon reactor. Of note was the fact that white
steam was seen rising from the Yongbyon nuclear facility.
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According to the Blog 38 North website of the United States-Korea Institute at Johns Hopkins
University, the color and volume of the steam signaled that the reactor was getting close to being
operational. The blog entry read as follows: "The white coloration and volume are consistent with
steam being vented because the electrical generating system is about to come online, indicating that
the reactor is in or nearing operation," said the Washington-based institute." It seemed that
regardless of calming of tensions, North Korea was going forward with the threat made in April
2013 about re-opening its Yongbyon facility.

As stated by Jeffrey Lewis of Blog 38 in an interview with BBC News in September 2013, "The
reactor looks like it either is or will within a matter of days be fully operational, and as soon as that
happens, it will start producing plutonium." He continued, "They really are putting themselves in a
position to increase the amount of material they have for nuclear weapons, which I think gives
them a little bit of leverage in negotiations, and adds a sense of urgency on our part."

Still, that sense of urgency was a relative one with the Institution for Science and International
Security issuing a report in which it would yet take time before North Korea could use new
plutonium in nuclear weapons. The institute's report issued the following finding: "Given that
North Korea will likely need two-three years before it discharges irradiated fuel containing
plutonium and another six to 12 months to separate the plutonium, there remains time to negotiate
a shutdown of the reactor before North Korea can use any of this new plutonium in nuclear
weapons."

But as of late December 2013, clearly no "shutdown" of the reactor was in the immediate offing.
Instead, the United States-Korea Institute at Johns Hopkins University was reporting that satellite
imagery showed that North Korea was producing fuel rods for its Yongbyon nuclear reactor. The
United States-Korea Institute further concluded that one building at Yonbyon had been renovated
to produce fresh fuel rods for the reactor, which appeared to be operational. As well, another
building was identified which could be used to produce fuel for a light-water reactor.

Via the Blog 38 North website, the United States-Korea Institute offered the following assessment:
"The identification of these facilities indicates a more wide-ranging, extensive effort by North
Korea to modernize and restart the Yongbyon complex." The institute continued, "Based on this
analysis, it appears the North Koreans anticipated that future requirement before 2009 and knew
the lead times required to produce the necessary fresh fuel. Once international inspectors were
expelled in 2009, they moved forward with the renovation of the main pilot plant building as part
of what was likely their contingency plan for reactivation."

The "good news" for neighboring countries anxious about a nuclear-armed North Korea was the
belief that Pyongyang holds possession of only 25 percent of the fuel rods necessary for the
reactor to reach full power.
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Special Entry
North Korea and South Korea exchange fire following North Korean threat of another nuclear test

On Feb. 27, 2014, North Korea fired four short-range missiles over the sea off its eastern coast --
essentially to the north of the border with South Korea. The South Korea Yonhap News Agency
speculated that the missiles were Scud short-range missiles with a capacity of traversing 125 miles
and thus capable of reaching targets in South Korea but not as far as Japan.

On March 2, 2014, North Korea fired another two short-range missiles into the sea off the eastern
coast of the Korean peninsula. The South Korea Yonhap news Agency reported that the missiles
likely flew about 300 miles and were believed to be Scud-C models -- this time capable of
reaching targets in both South Korea and Japan.

In the third week of March 2014, North Korea fired a series of 30 short-range rockets into the sea
off the eastern end of the Korean peninsula. The rockets were thought to be Soviet-era FROG
rockets that have been in North Korea's possession since the 1960s, and seemingly flew for more
than 35 miles before landing in the sea. This launch of the 30 FROG missiles came after other
such missile tests in the weeks prior, as discussed above.

In the last week of March 2014, North Korea test fired two medium range Nodong missiles, which
landed in the ocean between North Korea and Japan. The action essentially triggered a
condemnation from the United Nations Security Council, which noted that the missile launches
were a violation of prevailing United Nations resolutions, such as Security Council Resolutions
1718 and 1874 that prohibit North Korea from carrying out ballistic or nuclear activity. The
United Nations Security Council also warned of an "appropriate response" to come. Undeterred,
North Korea lashed back at the United Nations Security Council, characterizing its condemnation
as “absolutely intolerable” and justifying its own action as being a “self-defensive” move.

There were suggestions that North Korea was reacting to the annual joint military exercises by
United States and South Korean forces, which Pyongyang typically characterizes as acts of war
and aggression. Fueling the fire for North Korea was the flight of a United States nuclear-capable
B-52 bomber over South Korea. South Korean authorities have put forth the theory that North
Korea's missile launched constituted an "armed protest" against the joint South Korean-United
States military drills that were taking place.

Perhaps exasperated by North Korea's provocative acts and saber rattling, which were manifest
most recently by the missile launches, China had already entered the equation. Even before the
launch of the medium range missiles in the last week of March 2014, China hard earlier declared
a "red line," saying that it would not allow war or chaos on the Korean peninsula, and asserting
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that peace was possible only via denuclearization. Chinese Foreign Minister Wang Y1 was on the
record saying, "The Korean peninsula is right on China's doorstep. We have a red line, that is, we
will not allow war or instability on the Korean peninsula." Wang demanded that all parties

"exercise restraint" and noted that "genuine and lasting peace" on the Korean peninsula was only
possible with denuclearization. He said, "Confrontation can only bring tension, and war can only
cause disaster." The Chinese foreign minister also endorsed the resumption of multilateral nuclear
talks, saying, "Some dialogue is better than none, and better early than later."

This stance by China -- North Korea's most important diplomatic and economic supporter --
suggested that Beijing was no longer willing to accept Pyongyang's theatrics on its doorstep.
Pressure on North Korea had already begun to intensify a month earlier in February 2014 when
the United Nations High Commissioner for Human Rights, Navi Pillay, urged global powers to
refer North Korea to the prosecutor of the International Criminal Court following a report that
documented horrific crimes against humanity in that country. While China was unlikely to join the
human rights chorus against North Korea, it certainly seemed prepared to use its influence to
compel North Korea to return to the nuclear negotiating table. Adding to the suggestion that
dialogue might be at hand, Japan and North Korea were scheduled to engage in their first high level
talks in years.

However, the nuclear negotiating table appeared to be a distant notion as March 2014 came to a
close, and as North Korea threatened to go forward with a nuclear test. As reported by the North
Korean Central News Agency, North Korea said it would not foreclose the possibility of testing a
"new form" nuclear weapon in defiance of international condemnation and in contravention of
prevailing international law. While Pyongyang did not specify the type of nuclear weaponry it
intended to test, the conventional wisdom has long been held that North Korea was attempting to
develop small and sophisticated nuclear devices that could be delivered by intercontinental ballistic
missiles.

South Korea warned that if its neighbor to the north went forward with a nuclear test, there would
be consequences in the offing. As noted by South Korea Foreign Ministry spokesman Cho Tae-
young, “North Korea should bear in mind that if it ignores the stern demand from the neighboring
countries and the international community and carries out a nuclear test, it will have to pay a price
for it.”

On March 31, 2014, tensions on the Korean peninsula exponentially increased as North Korea and
South Korea exchanged fire across its western maritime border.

According to South Korean authorities, this exchange of fire was presaged by North Korea's
announcement that it would hold "live fire" military drills along its border zone with South Korea.
South Korea warned that there would be immediate retaliation if any ordinance touched its
jurisdiction. North Korea then fired more than 500 artillery rounds, some 100 of which landed in
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South Korean territorial waters. As promised, the South Koreans responded by firing more than
300 rounds into North Korean waters and scrambling F-15s on its side of the maritime border.

Known as the Northern Limit Line, the maritime border has been a well known flashpoint region
between the two Koreas, and its very existence is a matter of dispute from the point of view of the
North Koreans. The boundary was established after the end of the Korean War in the 1950s by the
United Nations, but the line of demarcation has been accepted by North Korea. It should be
noted that North Korean artillery fire killed four South Koreans on the Yeonpyeong border island
in the same disputed area in 2010. In another egregious incident in 2010, North Korea torpedoed a
South Korean warship in the disputed border region, sinking the vessel and killing 46 people. Now,
in 2014, it was again the locus of dissonance between the two Koreas as a result of the North's
decision to hold military drills in this hotspot region.

It was to be seen if these were actions by North Korea were aimed at improving Pyongyang's
negotiating position for the future as it attempted to stave off further sanctions that were likely to
come, or, if they were intended to be blatant and irrational acts of provocation. South Korean
Defence Ministry spokesperson, Kim Min-seok, intimated that Pyongyang's actions were being
motivated by both factors as he said, "We believe the North's maritime firing is a planned
provocation and an attempt to test our military's determination to defend the Northern Limit Line
and to get an upper hand in South-North relations."

*#* Note: See below for information on North Korea's nuclear test history, nuclear capability, and
the United States' reaction to the threat posed by North Korea to its national security. ***

Special Entry
North Korea test fires missiles ahead of South Korean visit by Chinese president

On July 2, 2014, North Korea fired a series of short-range rockets into the sea off its east coast.
While the type of rockets could not be confirmed by South Korean sources that reported the event,
they surmised that they were likely 300 mm rockets. Days earlier, North Korea fired two short
range ballistic missiles. It should be noted that while the short range rocket launch were not in
violation of prevailing United Nations Security Council resolutions against North Korea, the firing
of short range ballistic missiles were, indeed, in violation of international law.

The apparent display of military might by North Korea came ahead of a visit by Chinese President
Xi Jinping to South Korea. It was not known if the test firing of missiles was intended to
intimidate China, which is North Korea's only major ally and home to a own far more sophisticated
military. But with China being pressured by South Korea and the West to use its influence to curb
North Korea's provocative actions, and return to the negotiating table as regards its nuclear and
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missile program, it was possible that North Korea was delivering the message that it would not be
swayed by its closest ally, especially when that ally's leader was on a formal visit to South Korea.
In truth, Chinese President Xi Jinping was returning the courtesy of a visit to China by South
Korean President Park Geun-hye; however, it was not likely that paranoid Pyongyang would
interpret the visit in the most benign manner.

Note that in the second week of July 2014, Jon Pyong Ho -- a former North Korean missile
expert who played a central role in his country's nuclear weapons and missile programs -- died.
The news of his death occurred even as North Korea launched a fresh volley of short-range
missiles into waters off its eastern coast. Although Ho was sanctioned by the United Nations
because of his nuclear development work, including his direction of the infamous 2006 nuclear
test, he had more recently entered retirement. As such, his death was not likely to impact North
Korea's nuclear and missile development program. A state funeral was in the offing.

North Korea fires three short-range rockets ahead of Pope Francis' visit to South Korea

In mid-August 2014, North Korea fired three short range rockets from the port city of Wonsan; the
rockets landed in the sea off the east coast of the Korean peninsula. The incident coincided with
Pope Francis' arrival in South Korea for a five day visit and ahead of scheduled joint military
exercises between South Korea and the United States. North Korea objects to those drills,
charging that they are intended to prepare for war. As such, North Korea has typically taken some
sort of provocative action to protest the joint military activity. In this case, North Korea reacted
with the firing of the rockets as well as the issuance of a statement that read as follows: "Given that
the U.S. and the puppet forces of South Korea continue staging nuclear war exercises against us in
particular, we will take countermeasures for self-defense which will include missile launches,
nuclear tests, and all other programs." It was to be seen if North Korea would indeed follow up
the rocket launches with nuclear tests, as indicated.

*** Note: See below for information on North Korea's nuclear test history, nuclear capability, and
the United States' reaction to the threat posed by North Korea to its national security. ***

Special Note

No "Game of Thrones" in North Korea as Kim Jong-un returns to spotlight

With North Korean leader, Kim Jong-un out of the public spotlight for several weeks, speculation
began to rise in the early autumn of 2014 about his health and / or whether he remained in control

of the country.

Most of the speculation has focused on the matter of Kim Jon-un's health. Some of the last
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footage of the North Korean leader indicated his leg may have been injured and thus prevented
him from taking part in state activities. Still, there were questions as to why a leg or foot injury,
quite possibly caused either by gout or a broken ankle, may have kept Kim Jong-un cloistered for
such an extended period of time.

Accordingly, speculation was slowly moving in the direction of whether Kim Jong-un was
embroiled in -- and perhaps even sidelined by -- a power struggle. Indeed, a spate of reports
emerged at the start of October 2014, ruminating as to whether the North Korean leader had been
deposed in a secret coup. The absence of Kim Jong-un on Oct. 10, 2014, at the annual
commemoration of the foundation of the Korean Workers Party only added to the mounting
suggestions that a power shift might be underway.

Of significance, according to Remco Breuker, Professor of Korean studies at Leiden University in
the Netherlands, was the deployment of three leading political officers in the North Korean military
to the closing ceremony of the Asian Games in South Korea. Referring to these individuals at that
event, Breuker said: “They have sent out high ranking officials before but never in the capacity of
representing the supreme leader. This may well be the first time.” Defectors from North Korea
also commented on the presence of the three leading political officers at the ceremony in South
Korea, drawing attention to the fact that they were accompanied by bodyguards (a measure
typically reserved for the North Korean president), and that they exhibited odd behavior
(specifically, they were shown smiling, made no mention of Kim Jung-un, and delivered no letter
from the North Korean leader, as is the typical practice).

Meanwhile, in an interview with the publication, The Telegraph, Toshimitsu Shigemura, a
professor at Waseda University in Japan, observed that a recent ban on travel passes might be a
sign that either a coup had taken place or that a coup polot may have been uncovered. Other
North Korea experts have suggested that a low key power shift or transfer of power might be
underway. Still others have indicated that a battle for control -- something akin to a "game of
thrones" -- was evolving in the isolated and secretive east Asian country. To this end, one
prevailing theory was the Kim Jung-un was removed from the leadership position. With no
obvious "heir" to the metaphoric "throne," North Korea could possibly be governed by the
Organization and Guidance Department (OGD) of the Korean Workers Party.

It should be noted that some sources in North Korea have insisted that Kim Jong-un remained in
"total control" of the country and attributed his absence from the public scene to an injury.
Likewise, the United States has said that it has not seen any signs of a transfer of power in North
Korea. United States National Security Adviser Susan Rice said in an interview with NBC News,
"Obviously we are watching very carefully what's happening in North Korea. We have not seen
any indications of a transfer of power at this point in North Korea that we view as definitive but
we'll continue to watch it carefully."

Korea, South Review 2016 Page 263 of 487 pages



Korea, South

That guidance turned out to be true as Kim Jong-un re-emerged in the public purview on Oct. 14,
2014. According to North Korea's state media, Kim Jong-un visited a residential district and a
science academy. The news of these public visits ended speculation over his health as well as the
rumors of a transition of power.

Special Note

United States slaps sanctions on North Korea in response to alleged cyber-attack on Sony

At the start of 2015, the United States imposed new sanctions on North Korea in response to an
alleged cyber-attack on Sony Pictures Entertainment. Of note was the fact that United States
sanctions against North Korea were already in place as a result of Pyongyang's provocative and
dangerous nuclear program. This new tranche of sanctions was being imposed as a retributive
measure promised by the Obama White House in response to a cyber-attack on Sony Pictures,
which the United States government charged was carried out by agents of North Korea. While
some cyber-experts have cast doubts on the claim that North Korea was behind the cyber-attack,
the United States government has held steadfastly to that claim.

The cyber-attack on Sony Pictures began when the so-called Guardians of Peace hacked and
released data from Sony's computers, exposing embarrassing electronic mail correspondence. The
group soon took its attack to new heights, threatening theaters intending to screen Sony's satirical
comedy, The Interview, which featured a humorous assassination plot against the leader of North
Korea. Those threats caused Sony to cancel its cinema release of the movie, ultimately earning the
rebuke of United States President Obama who suggested that decision by Sony was "a mistake."
To that end, Sony later reversed its decision and

released the film in some theaters and in online formats.

Meanwhile, North Korea's response to the hacking drama plaguing Sony was confusing. Powers
in that country at first praised the cyber-attack, casting it as a "righteous deed," and even implying
it might be the work of its own agents; later, they denied culpability altogether. However, as noted
above, the United States made clear that it placed the blame for the Sony cyber-attack on North
Korea, with Obama administration officials warning of a "proportional response" in the offing.

By late 2014, there was speculation that a disruption or "blackout" of Internet service in North
Korea may have been part of the package of consequences promised by the Obama administration
against North Korea. However, the United States government refused to acknowledge whether or
not it was responsible for cutting off Internet connectivity in North Korea.

By contrast, at the start of 2015, the Treasury Department in the United States was utterly
forthright when it publicly named three entities as well as 10 North Korean government officials
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in its sanctions announcement. The United States Treasury's list of targets included individuals
working in Iran, Syria, China, Russia and Namibia. The three entities covered by the sanctions
were as follows: The Reconnaissance General Bureau -- North Korea's primary intelligence
organization; the Korea Mining Development Trading Corporation (Komid) -- North Korea's
primary arms dealer; and Korea Tangun Trading Corporation -- a defense research agency. It
should be noted that the targets of the new sanctions were not necessarily linked to the cyber-
hacking attack on Sony Pictures. Instead, it appeared that the United States was simply
augmenting its sanctions regime already in place against North Korea. The intent was to isolate
North Korea's defense industry as a deterrent against future cyber-attacks.

For his part, President Barack Obama signed an executive order on Jan. 2, 2015, officializing the
sanctions, while the White House released a statement that read as follows: "We take seriously
North Korea's attack that aimed to create destructive financial effects on a U.S. company and to
threaten artists and other individuals with the goal of restricting their right to free expression.
Today's actions are the first aspect of our response." The White House added, “This step reflects
the ongoing commitment of the United States to hold North Korea accountable for its destabilizing,
destructive and repressive actions, particularly its efforts to undermine U.S. cyber-security and
intimidate U.S. businesses and artists exercising their right of freedom of speech.”

Special Note

North Korea launches anti-ship missiles in latest display of belligerance

In the second week of February 2015, with joint military exercises looming between the United
States and South Korea, North Korea launched anti-ship missiles from hoverships. North Korea's
news agency published images showing the hoverships launching a so-called "cutting-edge anti-
ship rocket” that would be used to secure the contested marine border with South Korea.

Some observers expressed alarm over what they thought to be signs of intensifying technical
abilities by North Korea and thus raising the threat level to neighboring countries. They also
suggested that the anti-missile technology may have come from either Russia or China, thus raising
questions about those countries' culpability in facilitating North Korea's menacing behavior. Still
others dismissed the event as simply an act of aggression ahead of the aforementioned joint
military exercises looming between the United States and South Korea. But a third contingent of
observers have suggested that the so-called advances in North Korean military capabilities were
actually overblown. Peter Singer, a strategist at the New America Foundation, said “North Korea
has a long track record of exaggerating and outright faking its military accomplishments... This is
not going to disrupt the balance of power in the region.” Indeed, the use of hovercraft vessels can
hardly be regarded as a cutting edge or breakthrough technology. It has been in use for some time
across the world.
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That being said, North Korea's use of new missiles from hoverships would still pose a threat to the
region. Should they be deployed in the area of contested marine waters, the South Korean military
would be compelled to respond. As such, the chances of a situation escalating militarily remained
high, making it clear that North Korea remained a regional menace.

Special Note

U.S. Ambassador to South Korea brutally attacked; North Korea calls the violence justified

In the first week of March 2015, United States Ambassador Mark Lippert was brutally attacked by
a pro-North Korean activist in the South Korean capital of Seoul.

Ambassador Lippert, who was serving as the United States envoy to South Korea, was attending a
breakfast aimed at a discussion of the reunification of the two Koreas. During the breakfast, the
assailant pushed Lippert onto a table and slashed his face with a knife, seriously injuring him. The
ambassador was then rushed to the hospital and endured 80 stitches and several hours of surgery
to close his facial wound. South Korean doctors later said that Lippert narrowly survived the

injury.

The assailant was soon identified as as pro-North Korean activist, Kim Ki-jong, who was known
to authorities due to a previous attempt to attack Japanese Ambassador Toshinori Shigeie, for
which he received only a suspended sentence. As well, there was a long record of Kim Ki-jong's
participation in anti-American protests. In South Korea, activists with pro-Pyongyang sensibilities
are few in number; however, they hold passionate beliefs about the contribution of foreign powers
to the divisions between the Koreas.

South Korean President Park Guen-hye condemned what she cast as an "attack on the South
Korea-U.S. alliance." However, the incident did not reflect well on her, the South Korean
government, or South Korean security authorities. Indeed, there were vital questions arising about
(1) the level of security at the high-level breakfast, and (2) the fact that the assailant -- with his
known history -- was not only free, but permitted to attend a diplomatic breakfast attended by high
ranking officials.

Meanwhile, North Korea entered the fray, lauding the act of violence and characterizing it as "just
punishment for U.S. warmongers." On behalf of the United States, Secretary of State John Kerry
asserted that his country would not be "intimidated or deterred by threats or by anybody who
harms any American diplomats." For his part, Ambassador Lippert exhibited great resilience,
writing after surgery via the social media outlet, Twitter, "Doing well and in great spirits... Will be
back ASAP to advance US-ROK [Republic of Korea] alliance!"
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Special Note

Talks between two Koreas ends in agreement to de-escalate tensions after exchange of fire and
North Korean move to "war footing"

On Aug. 20, 2015, North Korea shelled across the border, prompting South Korea to retaliate with
several rounds of artillery fire. Reports indicated that North Korea carried out the initial burst of
shelling in retaliation for anti-Pyongyang rhetoric that has been broadcast on loudspeakers from
South Korea. The broadcasts have generally be regarded as a type of psychological warfare
against Pyongyang and intended to counteract the North's nationalist propaganda.

South Korea responded to North Korea's shelling, as noted here, by firing rounds of artillery.
North Korea did not immediately return fire, opting instead to warn South Korea to cease its
broadcasts, which it viewed as a declaration of war, along the border area within 48 hours. North
Korea warned that if South Korea did not heed its warning, it would take military action.
However, South Korean authorities said that the broadcasts would not be stopped, thus prompting
the exchange of multiple rounds of fire -- none of which ended at this time with any casualties.

The exchange of fire came after two South Korean soldiers died in a landmine blamed on North
Korea earlier in August 2015, and before annual joint military exercises between the United States
and South Korea that North Korea regularly condemns as an act of aggression. As a result of these
incidents and the impending joint military exercises, tensions were now markedly intensified
between the two Koreas. Given this unstable landscape, South Korea moved to evacuate
residents from Yeoncheon in the western sea border. South Korea's National Security Council
was also set to convene an emergency session.

Then, on Aug. 21, 2015, in a disturbing escalation of tensions, the North Korean leader, Kim
Jong-un, placed his country on "war footing." North Korean state media reported that after an
emergency meeting of the central military commission, King Jong-un had ordered that North
Korean troops be "fully ready for any military operations at any time." While North Korea has
often indulged in fiery militaristic rhetoric, this instance was regarded as more alarming since an
exchange of fire had just taken place.

On Aug. 23, 2015, South Korean President Park Geun-hye released a statement in which she said
that the anti-Pyongyang broadcasts would continue unless North Korea apologized for the
landmine incident that killed two South Korean soldiers. She said, "We need a clear apology and
measures to prevent a recurrence of these provocations and tense situations. Otherwise, this
government will take appropriate steps and continue loudspeaker broadcasts." The program of
cross-border broadcasts actually ended in 2004 but resumed in recent times as a result of North
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Korean aggression. It was to be seen how North Korea would respond to the South Korean
leader's demand, and if high level bilateral talks between the two sides -- presumably with an eye
on decreasing tensions -- would yield productive results.

A day later on Aug. 24, 2015, following marathon negotiations between the two Koreas in the in
the so-called "truce village" of Panmunjom inside the demilitarized zone (DMZ), the two Koreas
released a statement indicating they had reached an agreement to de-escalate tensions. According
to the statement, North Korea expressed "regret" over the deaths of two South Korean soldiers in
the aforementioned landmine incident, stopping just short of taking responsibility for the loss of
life. North Korea also agreed to end its war footing, which had actually commenced in earnest.
For its part, South Korea agreed to end its cross-border loudspeaker broadcasts. Also of note was
the fact that North Korea and South Korea agreed to future discussions on a range of issues, with
an eye on diffusing tensions and improving bilateral ties.

The agreement could only be regarded as a positive development on the Korean peninsula,
especially given the volatile personality of nuclear-armed North Korea's leader, Kim Jong-un. But
Pyongyang officially applauded the agreement, with the state news agency noting that it had moved
the inter-Korean relations from a catastrophic path on to "the track of reconciliation and trust."
North Korea's leader, Kim Jong Un, also lauded the accord between the two Koreas, calling it "a
landmark occasion."

On the other side of the border, South Korean President Park Geun-hye enjoyed a political boost
from her handling of the North Korean crisis, according to survey data that showed a spike in her
job approval rating.

Of significance was the fact that the 1950-1953 war between the two Koreas ended with an
armistice and not a peace treaty . As such, any escalation of tensions or movement to military
action is generally regarded with gravity and alarm by countries of the region of eastern Asia.

Further deterioration in relations between the two Koreas

Relations on the Korean peninsula deteriorated in the period in early 2016 when North Korea
carried out a hydrogen bomb test and launched a satellite into space, the latter of which was
generally regarded as a ruse for a ballistic missile test. The two actions were regarded as virulent
acts of provocation, committed in flagrant contravention of international law, and thus constituted
a threat to regional -- if not global -- security, .

Tensions on the Korean peninsula deteriorated further in February 2016 when South Korea
decided to suspend operations at the Kaesong industrial zone, which has been jointly administered
by the two Koreas and viewed as a venue for cooperation. South Korea made the move in
response to North Korea's provocative and belligerent actions, as noted just above. But North
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Korea itself reacted by evicting all South Koreans from the Kaesong industrial zone and accusing
South Korea of effectively "declaring war." The Democratic People's Republic of Korea's
(DPRK) Committee for the Peaceful Reunification of Korea released a statement that read as
follows: "Unpardonable is the puppet group's act of totally suspending the operation in (Kaesong),
finding fault with the DPRK's H-bomb test and launch of a satellite."

Agreement on draft resolution expanding sanctions against North Korea over nuclear activities

In late February 2016, in response to North Korea's provocative nuclear activities in contravention
of international law, the United States and China arrived at an agreement intended to expand
United Nations Security Council sanctions against that country. In the aftermath of North Korea's
hydrogen bomb test in January 2016, Washington D. C. and Beijing have been ensconced in
rigorous negotiations aimed at drafting a draft resolution.

The two sides were not in complete agreement about what types of initiatives should be
undertaken, with Beijing favoring dialogue and advocating non-proliferation, and with Washington
D.C. pushing for more stringent punitive measures, including curbs on Pyongyang's ability to
access the global financial system. Other provisions being explored included mandatory inspections
on cargo passing from or to North Korea, a ban on all supplies of aviation and rocket fuel to North
Korea, and a ban on the transfer to North Korea of any item that could be used for military
purposes.

Despite the distance on some of these items, Washington D. C. and Beijing were finally able to

find concurrence and craft the draft resolution, which they hoped would be introduced and voted
on in the full 15-member United Nations Security Council at the start of March 2016.

Written by Dr. Denise Youngblood Coleman, Editor in Chief, www.countrywatch.com

National Security

External Threats

Korea, South Review 2016 Page 269 of 487 pages


http://www.countrywatch.com/

Korea, South

For over half a century, the greatest external threat to South Korea has been North Korea. In 1950,
a civil war broke out on the Korean peninsula, pitting the south against Chinese-backed communist
forces in the north. The United States (U.S.) and other United Nations members intervened on
behalf of South Korea. The opposing sides signed an armistice in 1953, effectively ending armed
hostilities and dividing Koreainto two countries along the 38th parallel. An approximately two-mile
wide demilitarized zone continues to separate North and South Korea. Tension between the two
Koreashas remained high. The U.S. maintains a substantial military presence in South Korea,
comprised of approximately 37,000 troops, as a deterrent to a North Korean assault.

In the late 1990s, relations between the governments of North and South Koreashowed signs of
improvement. Under the auspices of his so-called "sunshine policy," South Korean President Kim
Dae-jung advocated greater communication between the two governments. His initiative ultimately
led to a historic inter-Korean summit in June 2000. As the tension dissipated, both governments
openly embraced the idea of reunification.

The possibility that the North Korean government had acquired weapons of mass destruction or
would do so in the near future, however, undermined efforts to reconcile longstanding differences.
In October 2002, the North Korean government admitted to the existence of a covert program to
enrich uranium.

The U.S. government initiated rounds of multilateral discussions (despite the North Korean
government's steadfast insistence on bilateral talks with the United States) in April and August
2003 and in February 2004 with the objective of persuading the North Koreans to abandon their
efforts to acquire nuclear weapons. In addition to representatives from the two Koreas and the
U.S., the discussions included officials from Japan, China, and Russia. In February 2005, after the
admission of the development of nuclear weapons by North Korea, the six- party talks were halted
for an ‘indefinite period’ by North Korea.

In October 2006, North Korea said it intended to test a nuclear weapon. The international
community, including China, strenuously urged North Korea not to do so. Nevertheless, North
Korea carried out an apparent test of a nuclear weapon. The international community responded to
North Korea’s announcement with widespread condemnation and a punitive United Nations
Security Council resolution endorsing financial and security sanctions.

Resolution 1718 called for the inspections on cargo going to and from North Korea to search for
weapons, a ban on the sale or transfer of materials related to North Korea's unconventional
weapons program, and a freeze on the transfer of funds connected with North Korea's nuclear and
ballistic missile programs. The resolution was passed under Chapter Seven, Article 41, of the
United Nations Charter; however, absent from Resolution 1718 was the Chapter Seven provision
that would enforce the sanctions via military force. For its part, the North Korean government in
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Pyongyang decried Resolution 1718, and warned that subsequent pressure by the United States
would be regarded as "a declaration of war."

April 2009 saw North Korea take provocative action by launching a communications satellite into
space via rocket. That claim was widely viewed as obfuscation of a missile test. Then a month
later in May 2009, less than three years after the earlier underground nuclear test, North Korea
conducted a second such test, arguing the merits of its right to a military deterrent. Days later,
North Korea announced its withdrawal from the armistice that ended the Korean War.

At the international level, the United Nations Security Council noted that the 2009 nuclear test by
North Korea was a violation of Security Council Resolution 1718, which prohibits Pyongyang from
carrying out nuclear tests. In response, the United Nations Security Council unanimously adopted
Resolution 1874 in June 2009 -- a month after the underground nuclear test. The resolution was
passed under Chapter Seven, Article 41, of the United Nations Charter, and imposed further
economic and commercial sanctions on North Korea. Additionally, it encouraged United Nations
member states to search North Korean cargo in the effort to enforce those sanctions.

It should be noted that the nuclear tests in 2006 and 2009 constituted unassailable violations of
United Nations Security Council Resolutions 1718 and 1874, which exist in tandem with Article
41 of Chapter VII of the United Nations Charter and compel compliance by all member states.
They are binding under international law. The 2006 and 2009 nuclear tests were also breaches of
the Comprehensive Nuclear Test Ban Treaty. The apparent nuclear test on Feb. 12, 2013 would
also stand as a flagrant violation of that treaty.

In March 2013, the United Nations Security Council unanimously adopted Resolution 2094
censuring North Korea for its February nuclear test and imposing an even stricter sanctions regime
on that country. The United Nations Secretary-General Ban Ki-moon said the unanimous adoption
of the resolution delivered a strong message to North Korea that its pursuit of nuclear weapons
would not be tolerated by the international community. Still, North Korea responded by issuing
brazen threats against the South Korea and the United States.

Amidst these developments, a reunification between the two Koreas is not viable for the
foreseeable future.

Outside of tension with North Korea, South Korea remains engaged in a territorial dispute with
Japan over the Liancourt Rocks which has been occupied by South Korea since 1954 (referred to
as Tok-do in Korea and Takeshima in Japan).

Crime

Korea, South Review 2016 Page 271 of 487 pages


http://www.countrywatch.com/cw_redirector.aspx?vcountry=182
http://www.countrywatch.com/cw_redirector.aspx?vcountry=182

Korea, South

The overall rate of crime in South Koreais low, but there are reports of a fairly high occurrence of
petty theft.

Insurgencies

There are no insurgent organizations inside or outside of South Koreathat directly threaten its
government or general population. Generally stable conditions have prevailed there for most of the
last two decades. Demonstrations occasionally turn violent occur.

Popular issues include opposition to the large American military presence in South Korea, support
for and resistance to labor accords, and a movement to impeach South Korea's president.

Terrorism

There are no specific threats of terrorist attacks against targets in South Koreaor its interests
abroad.

South Koreais an ally in the global war on terrorism, and has pledged "all necessary cooperation
and assistance as a close United States ally in the spirit of the Republic of Korea-United States
Mutual Defense Treaty."South Koreahas since contributed air and sea transport craft and a medical
unit in support of the military action inAfghanistan. It also has provided humanitarian relief and
reconstruction funds to help rebuild that country.South Koreaalso has strengthened its domestic
legislation and institutions to combat financial support for terrorism, including the creation of a
financial intelligence unit.South Koreais party to eleven of the twelve conventions and protocols
pertaining to terrorism.

*** Please see "Political Conditions" and "Foreign Relations" for more information related to the
threat posed by North Korea to South Korea ***

Defense Forces

Military Data
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Military Branches:

Army, Navy, Air Force, Marine Corps
Eligible age to enter service:

18 for voluntary; 20 for conscripted service
Mandatory Service Terms:

Minimum conscript service obligation - 21 months (Army, Marines), 23 months (Navy), 24 months
(Air Force)

Manpower in general population-fit for military service:
males age 16-49: 10,864,566

females age 16-49: 10,168,709

Manpower reaching eligible age annually:

males: 365,760

females: 321,225

Military Expenditures-Percent of GDP:

2.8%
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Chapter 3

Economic Overview
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Economic Overview

Overview

Since the 1960s, South Korea has transformed from an agricultural-based economy into an
industrialized and high-tech modern economy. The country's per capita GDP, which was a mere
US$100 in 1963, reached US$35,300 in 2014, and South Korea today is among the world's 20
largest economies. In recent years, South Korea has seen its economy shift from a centrally-
planned, government-directed investment model toward a more market-oriented one. The Asian
financial crisis of 1997 and 1998 exposed long-standing weaknesses in South Korea's development
model, including high corporate debt-equity ratios, huge overcapacity and duplication, massive
foreign borrowing and an undisciplined financial sector. This forced the country to implement an
overdue economic restructuring and opening of the economy. Extensive financial reforms restored
market stability, facilitating a swift recovery from the crisis. Integration with the global economy
along with prudent macroeconomic policies has contributed to strong growth, moderate inflation,
low unemployment, and fiscal and current account surpluses.

Like other open economies, South Korea was hit hard by the global economic crisis, which
resulted in a sharp slowdown of economic growth in 2008 and 2009. In response to the crisis, the
government has implemented comprehensive monetary and fiscal measures to mitigate the impact
and support economic activity. These timely measures have successfully stabilized the economy
and the financial system, paving the way for a recovery that is now being increasingly led by
private sector demand. As a result, economic growth remained positive in 2009 and grew strongly
in 2010. By 2011, inflation was well above the central bank’s target and rapidly deteriorating
external conditions were impacting South Korea’s environment. The country was vulnerable to
contagion from a eurozone debt crisis of emerging Asia economies. In late September 2011, South
Korea's central bank reiterated concerns about increasing economic uncertainties and said it would
be careful in exercising monetary policy. Still, in September 2011, exports in September were up
20.5 percent compared to the prior year while imports were up 30.3 percent. China was the biggest
market for South Korean exports and electronics goods accounted for 28.1 percent of the country's
total exports. Also in 2011, the U.S.-South Korea Free Trade Agreement was ratified by both
governments and was projected to go into effect in early 2012. Overall, after 2010’s strong
rebound, the Korean economy moderated in 2011 and into 2012 in line with global developments.
Activity in the second half of 2012 was expected to expand at a moderate pace supported by
Korea’s competitive export sector and the recently concluded EU and US free-trade agreements.
Still, overall, due to the weakening global economic outlook, Korea’s growth likely was expected
to be weaker than expected in 2012. In June 2012, the IMF said: “The outlook is...subject to
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substantial uncertainty. The main downside risk relates to the intensification of the crisis in Europe.
While the direct exposure to Europe is not high, if weaknesses there were to spill over to the
United States and China, the impact on Korea can be substantial.” Meanwhile, in July 2012, South
Korea's central bank lowered its economic growth and inflation forecasts for the year as the euro
zone's slump worsened. The move came just one day after an interest rate cut. “Downside effects
from the long-term extension of the euro zone debt crisis and slowing growth in emerging countries
are predominant in the country's future growth path,” the central bank said in a statement. Going
forward, South Korean macroeconomic policy also faces the challenges of a rapidly aging
population, inflexible labor market, and overreliance on manufacturing exports to drive economic
growth. Indeed, the economy experienced sluggish growth throughout 2012 because of market
slowdowns in the United States, China, and the Eurozone.

The incoming administration in 2013, following the December 2012 presidential election, faced the
challenges of balancing heavy reliance on exports with developing domestic-oriented sectors, such
as services. By late October 2013, things were looking up. South Korea’s central bank noted the
economy would likely post steady growth for the year. Offshore investors set a record net buying
streak of South Korean stocks in 2013 and that was expected to continue for some time. “Foreign
stock inflows will be maintained for the time being on strong fundamentals like a current account
surplus,” the Bank of Korea said in its twice-yearly financial stability report cited by Reuters.
“However, when considering the high uncertainties in the global financial markets, there is a large
chance flow volatility will widen."

Throughout 2013 the South Korean economy again experienced sluggish growth because of market
slowdowns in the United States, China and the Eurozone. The administration in 2014 was likely to
face the challenge of balancing heavy reliance on exports with developing domestic-oriented
sectors, such as services.

A ferry disaster in Apri 20141 that left more than 300 people dead or missing set the economy back
by leading to consumers cutting spending on entertainment and travel in mourning.

In July 2014, Bloomberg reported that South Korea had unveiled US$11.4 billion in government
initiatives to shore up the economy after growth slumped to the weakest pace in more than a year
in the second quarter.

Part of the government’s goals were to ease regulations to help create more jobs and spur
investment so that household income could rise steadily in order for consumption to increase. The
stimulus included housing support for the poor and aid for small and medium-sized companies.
The government also loosened home-loan restrictions in a bid to revive a stagnant property market,
and announced tax incentives to encourage companies to boost wages, investment and dividends,
according to Bloomberg.

Meanwhile, the government had cut its growth projection for 2014 to 3.7 percent from 3.9
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percent. In August 2014, South Korea's annual inflation eased to its lowest in five months,
encouragement for the central bank to cut interest rates again to spur economic growth.

Growth, as expected, slowed for 2014.

In August 2015, South Korea's won, shares and bond futures all fell as tensions heightened with
North Korea after an exchange of shelling added volatility to markets already hit by concerns about
the global economy. That same month, South Korea's president called for “major sugery” on the
economy.

Park Geun-hye was viewed as having fallen short on pledges to breathe life into the South Korean
economy as her push for labor market reforms and job creation have faltered.

"Major surgery across the entire economy is inevitable for us to fundamentally solve chronic and
structural problems and make a fresh leap as a major global player," Park was quoted as saying in
a Reuters article.

In September 2015, Standard & Poor's raised South Korea's sovereign currency rating to AA-
minus from A-plus, commending the strength of its economic growth, decline in short-term debt
component of external borrowings and reduced foreign indebtedness of its banks.

“(South) Korea will maintain economic growth performance superior to most developed economies
in the next three to five years," the agency said in a statement. It marked the first time that South
Korea's sovereign ratings from S&P, Moody's Investors Service and Fitch Ratings were set at AA-
minus or the equivalent, the highest place that South Korea's ratings have reached, noted Reuters.

Still, in a note to clients, S&P cut growth forecasts of several countries, including South Korea, due
to weaker global trade and worries over China's economy. (China is South Korea's largest trading
partner, accounting for more than one-fifth of its smaller neighbor's total foreign trade.)

Economic Performance

Following strong growth in 2006 and 2007, real GDP slowed in 2008 and 2009 as the economy

was hit by the global economic crisis. However, growth rebounded in 2010 before moderating in
2011 and slowing in 2012.

According to CountryWatch estimated calculations for 2014:

Real GDP growth rate was: 3 percent
The fiscal deficit/surplus as percent of GDP (%) was: 1.7 percent

Inflation was measured at: 2.9 percent
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Updated in 2015

*Please note that the figures in our Economic Performance section are estimates or forecasts
based on IMF-based data that are formulated using CountryWatch models of analysis.

Supplementary Sources: Roubini Global Economics, Bloomberg, International Monetary Fund

and Reuters

Nominal GDP and Components

Nominal GDP and Components

Nominal
GDP (LCU
billions)

Nominal
GDP Growth
Rate (%)

Consumption
(LCU
billions)

Government
Expenditure
(LCU
billions)

Gross
Capital
Formation
(LCU
billions)

2011

1,332,681.00

5.325

679,141.60

194,381.10

439,236.10

2012

1,377,456.60

3.360

707,613.80

204,324.20

427,028.60

2013

1,429,445.40

3.774

727,800.10

214,467.30

416,000.20

2014

1,485,078.00

3.892

748,724.10

224,045.20

433,068.90

2015

1,561,13¢

5.121

799,157.

239,136.

447,015.
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2011

Exports of
Goods &
Services

(LCU
billions)

742,936.00

Imports of
Goods &
Services

(LCU
billions)

723,013.80

2012

776,062.50

737,572.50

2013

770,114.80

698,937.00

2014 2015
752,061.90 781,344.
672,822.10 705,519.
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Population and GDP Per Capita

2011 2012 2013 2014 2(

Population,
total 49.779 50.004 50.220 50.424 50.
(million)

Population

growth (%) 0.7468 0.4520 0.4320 0.4062 0.4

Nominal

GDP per
Capita 26,771,952.03  27,546,928.25  28,463,667.86  29,451,808.66 30,834
(LCU
1000s)
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Real GDP and Inflation

Real GDP and Inflation
2011
Real Gross
Domestic
Product 1,311,887.58
(LCU billions
2005 base)
Real GDP
Growth Rate 3.681
(%)
GDP
Deflator 101.585

(2005=100.0)

Inflation,
GDP
Deflator (%)

1.585

2012

1,341,961.71

2.292

102.645

1.043

2013

1,380,826.50

2.896

103.521

0.8534

2014 2015
1,426,546.79 1,464,50¢
3.311 2.661
104.103 106.59
0.5622 2.397
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Government Spending and Taxation

Government Spending and Taxation

Government
Fiscal Budget
(billions)

Fiscal Budget
Growth Rate
(percentage)

National Tax
Rate Net of
Transfers (%)

Government
Revenues Net
of Transfers
(LCU billions)

Government
Surplus(-)
Deficit(+)

(LCU billions)

Government
Surplus(+)
Deficit(-)
(%GDP)

2011

264,870.53

7.505

21.566

287,403.64

22,533.11

1.691

2012

283,219.00

6.927

22.119

304,677.45

21,458.45

1.558

2013

298,734.00

5.478

21.548

308,023.65

9,289.65

0.6499

2014

296,319.93

-0.8081

20.733

307,897.21

11,577.27

0.7796

2015

324,006.91

9.344

20.252

316,155.43

-7851.4810

-0.5029
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Money Supply, Interest Rates and Unemployment

Money Supply, Interest Rates and Unemployment

2011 2012 2013

Money and
Quasi-Money
(M2) (LCU
billions)

1,751,458.36 1,835,641.60 1,920,795.02

Money Supply
Growth Rate 5.476 4.806 4.639
(%)

Lending
Interest Rate 5.758 5.396 4.643
(%)

Unemployment

Rate (%) 3.408 3.225 3.125

2014 201

2,077,234.03  2,183,6

8.144 5.1z
4.263 6.7(
3.542 3.7(

Korea, South Review 2016

Page 283 of 487 pages



Korea, South

Foreign Trade and the Exchange Rate

Foreign Trade and the Exchange Rate

2011 2012 2013 2014 2015
Official Exchange Rate
(LCU/SUS) 1,108.29 1,126.47 1,094.85 1,052.96 1,120.74
Trade Balance NIPA (3US 17.976  34.169 65.011 75254 67.657
billions)
Trade Balance % of GDP 1.495 2.794 4.979 5.336 4.857
Total Foreign Exchange
Reserves (SUS billions) 306.935 327.724 345.694 362.835 344.192
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Data in US Dollars

2011 2012 2013 2014 2015

Nominal GDP ($US billions)  1,202.46 1,222.81 1,305.60  1,410.38 1,392.95

Exports ($US billions) 670.343 688.933 703.396 714.235 697.169

Imports ($US billions) 652.368 654.764 638.384 638.981 629.512
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Energy Consumption and Production Standard Units

Energy Consumption and Production Standard Units

Petroleum
Consumption
(TBPD)

Petroleum
Production
(TBPD)

Petroleum
Net Exports
(TBPD)

Natural Gas
Consumption

(bef)

Natural Gas
Production

(bef)

Natural Gas
Net Exports

(bef)

Coal
Consumption
(1000s st)

Coal
Production

2011

2,259.58

59.796

-2199.7865

1,640.73

35.844

-1604.8906

140,087.24

2,253.35

2012

2,321.08

74.292

-2246.7901

1,793.44

37.556

-1755.8811

137,599.32

2,172.47

2013

2,327.69

78.629

-2249.0597

1,877.17

18.225

-1858.9442

139,191.49

1,901.30

2014

2,339.40

77.119

-2262.2802

1,686.79

11.211

-1675.5750

141,432.04

1,922.80

20

2,41

80.

-2333

1,84

I1.

-1835

146,0

1,81
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(1000s st)

Coal Net
Exports
(1000s st)

Nuclear
Production
(bil kwh)

Hydroelectric

Production
(bil kwh)

Renewables
Production
(bil kwh)

2011

-137833.8889

147.763

4.552

2.984

2012

-135426.8552

143.550

3.929

3.194

2013

-137290.1935

132.529

4.246

3.932

2014

-139509.2426

149.356

3.606

4.946

20

-14423

149

3.4

54
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Energy Consumption and Production QUADS

Energy Consumption and Production QUADS

2011 2012

Petroleum Consumption (Quads) 4.825 4.956
Petroleum Production (Quads) 0.1277 0.1597
Petroleum Net Exports (Quads) -4.6971 -4.7964

Natural Gas Consumption

(Quads) 1.674 1.829

Natural Gas Production (Quads) 0.0365 0.0382

Natural Gas Net Exports (Quads) -1.6370 -1.7911

Coal Consumption (Quads) 2.802 2.752
Coal Production (Quads) 0.0459 0.0461
Coal Net Exports (Quads) -2.7558 -2.7059

Nuclear Production (Quads) 1.478 1.436

Hydroelectric Production (Quads) 0.0455 0.0393

Renewables Production (Quads) 0.0298 0.0319

2013

4.970

0.1684

-4.8018

1.915

0.0186

-1.8962

2.784

0.0400

-2.7439

1.325

0.0425

0.0393

2014

4.995

0.1684

-4.8268

1.721

0.0116

-1.7089

2.829

0.0385

-2.7902

1.494

0.0361

0.0495

2015

5.155

0.1381

-5.0171

1.884

0.0101

-1.8735

2.921

0.0328

-2.8882

1.499

0.0343

0.0544
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World Energy Price Summary

2011 2012 2013 2014 2015

Petroleum-WTI ($/bbl) 95.054 94.159  97.943 93.112  48.709

Natural Gas-Henry Hub ($/mmbtu) 3.999 2.752 3.729 4.369 2.614

Coal Thermal-Australian ($/mt) 121.448 96.364 84.562 70.130 57.511
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CO2 Emissions

2011 2012 2013 2014 2015
Petroleum Based (mm mt C) 107.790 110.724 111.039 111.598 115.173
Natural Gas Based (mm mt C) 26.619 29.097 30.455 27.367 29.960
Coal Based (mm mt C) 80.284 78858 79771  81.055  83.701
Total CO2 Emciisms (mmmt 514604 218679 221265 220019  228.834
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Agriculture Consumption and Production

Agriculture Consumption and Production

2011

Corn Total
Consumption
(1000 metric

tons)

7,832.21

Corn
Production
(1000 metric
tons)

73.476

Corn Net
Exports
(1000 metric
tons)

-7758.7344

Soybeans
Total
Consumption 1,276.82
(1000 metric
tons)

Soybeans
Production
(1000 metric

tons)

129.564

Soybeans
Net Exports
(1000 metric

tons)

-1147.2513

2012

8,303.29

82.957

-8220.3321

1,262.14

122.297

-1139.8471

2013

8,803.11

80.137

-8722.9748

1,268.88

153.133

-1115.7443

2014

8,866.09

83.263

-8782.8273

1,218.61

137.014

-1081.5974

201

8,530

77.6!

-8452.¢

1,139

127.2

-1012.¢
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Rice Total
Consumption
(1000 metric

tons)

Rice
Production
(1000 metric
tons)

Rice Net
Exports
(1000 metric
tons)

Coffee Total
Consumption
(metric tons)

Coffee
Production
(metric tons)

Coffee Net
Exports
(metric tons)

Cocoa Beans
Total
Consumption
(metric tons)

Cocoa Beans
Production
(metric tons)

Cocoa Beans
Net Exports

2011

5,615.91

5,619.70

3.789

109,405.00

0.0000

-109405.0000

4,215.00

0.0000

-4215.0000

2012

5,405.15

5,405.07

-0.0837

98,130.00

0.0000

-98130.0000

3,568.00

0.0000

-3568.0000

2013

5,631.68

5,629.22

-2.4651

106,219.00

0.0000

-106219.0000

4,712.00

0.0000

-4712.0000

2014

5,637.61

5,635.47

-2.1448

106,540.45

0.0000

-106540.4460

4,934.46

0.0000

-4934.4627

201

5,286

5,410

124.2

104,87

0.00t

-104870

5,169

0.00¢

-5169.(
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2011

(metric tons)

Wheat Total

Consumption

(1000 metric
tons)

4,715.01

Wheat
Production
(1000 metric
tons)

43.580

Wheat Net
Exports
(1000 metric
tons)

-4671.4310

2012

5,692.17

37.210

-5654.9591

2013

4,699.90

19.031

-4680.8719

2014 201
4,807.46 4,226
23.486 19.5
-4783.9735 -4206.¢
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World Agriculture Pricing Summary

World Agriculture Pricing Summary

2011 2012 2013 2014 2015

Corn Pricing Summary

> 291.684  298.417  259.389 192.881 169.750
($/metric ton)

Soybeans Pricing Summary

. 540.667 591.417 538.417 491.771 390.417
($/metric ton)

Rice Pricing Summary ($/metric

ton) 458.558  525.071  473.989  425.148  386.033

Coffee Pricing Summary

($/kilogram) 5.976 4.111 3.076 4.424 3.526

Cocoa Beans Pricing Summary

($/kilogram) 2.980 2.392 2.439 3.062 3.135

Wheat Pricing Summary

; 316.264 313.242 312.248 284.895 203.177
($/metric ton)
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Metals Consumption and Production

Metals Consumption and Production

Copper
Consumption
(1000 mt)

Copper
Production
(1000 mt)

Copper Net
Exports
(1000 mt)

Zinc
Consumption
(1000 mt)

Zinc
Production
(1000 mt)

Zinc Exports
(1000 mt)

Lead
Consumption
(1000 mt)

Lead
Production
(1000 mt)

2011

773,825.21

588,927.34

-184897.8746

463,392.83

822,349.96

358,957.13

425,859.33

413,639.34

2012

708,114.25

583,842.55

-124271.7008

472,481.17

866,749.62

394,268.46

404,357.44

455,662.66

2013

706,054.52

601,869.83

-104184.6927

481,511.89

880,130.20

398,618.31

417,083.98

425,346.54

2014

763,951.67

662,000.56

-101951.1169

587,857.74

940,957.58

353,099.84

385,759.06

481,913.73

20

697,6

587,7

-10991

555,6

940,6

385,0

341,0

468,0
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Lead Exports
(1000 mt)

Tin
Consumption
(1000 mt)

Tin
Production
(1000 mt)

Tin Exports
(1000 mt)

Nickel
Consumption
(1000 mt)

Nickel
Production
(1000 mt)

Nickel
Exports
(1000 mt)

Gold

Consumption

(kg)

Gold
Production

(kg)

Gold Exports
(kg)

2011

-12219.9875

14,775.82

0.0000

-14775.8250

38,771.79

19,151.30

-19620.4901

3,930.38

3,762.25

-168.1335

2012

51,305.22

15,979.46

0.0000

-15979.4550

31,892.13

19,613.31

-12278.8212

3,930.38

3,863.47

-66.9129

2013

8,262.56

14,186.22

0.0000

-14186.2200

23,661.73

19,136.13

-4525.6010

3,930.38

3,984.71

54.326

2014

96,154.68

13,452.20

0.0000

-13452.1976

33,707.07

18,501.54

-15205.5299

3,807.32

4,228.75

421.425

20

127,0

13,0¢

0.0(

-1306¢

28,3¢

17,27

-1109:

3,52

4,08

556.

Korea, South Review 2016

Page 296 of 487 pages



Korea, South

2011 2012 2013 2014 20
Silver
Consumption 0.0000 0.0000 0.0000 0.0000 0.0
(mt)
Silver
Production 111,732.29 116,955.25 118,318.60 122.356.88 112,3
(mt)
Silver 111,732.29 116,955.25 118,318.60 122,356.88 112,3

Exports (mt)
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World Metals Pricing Summary

World Metals Pricing Summary

Copper ($/mt)

Zinc ($/mt)

Tin ($/mt)

Lead ($/mt)

Nickel ($/mt)

Gold ($/0z)

Silver ($/0z)

2011

8,828.19

2,193.90

26,053.68

2,400.81

22,910.36

1,569.21

35.224

2012

7,962.35

1,950.41

21,125.99

2,064.64

17,547.55

1,669.52

31.137

2013

7,332.10

1,910.26

22,282.80

2,139.79

15,031.80

1,411.46

23.850

2014

6,863.40

2,160.97

21,898.87

2,095.46

16,893.38

1,265.58

19.071

2015

5,510.46

1,931.68

16,066.63

1,787.82

11,862.64

1,160.66

15.721
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Economic Performance Index

Economic Performance Index

The Economic Performance rankings are calculated by CountryWatch's editorial team, and are
based on criteria including sustained economic growth, monetary stability, current account deficits,
budget surplus, unemployment and structural imbalances. Scores are assessed from 0 to 100 using
this aforementioned criteria as well as CountryWatch's proprietary economic research data and
models.

Econ.GNP
Bank Monetary/ growth or
stability Currency Government Empl./ decline/
risk stability Finances Unempl. forecast
0-100 0-100 0-100 0-100 %
North Americas
Canada 92 69 35 38 3.14%
United States 94 76 4 29 3.01%
Western Europe
Austria 90 27 30 63 1.33%
Belgium 88 27 19 23 1.15%
Cyprus 81 91 16 80 -0.69%
Denmark 97 70 45 78 1.20%
Finland 89 27 41 33 1.25%
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France

Germany

Greece

Iceland

Italy

Ireland

Luxembourg

Malta

Netherlands

Norway

Portugal

Spain

Sweden

Switzerland

United Kingdom

Central and
Eastern Europe

Albania

Armenia

87

86

79

90

85

92

99

77

91

98

77

83

94

97

85

44

45

27

27

27

17

27

27

27

27

27

44

27

27

72

86

12

60

59

18

22

37

11

28

41

26

10

13

54

55

33

49

27

21

24

34

24

10

66

51

74

76

20

32

77

37

30

1.52%

1.25%

-2.00%

-3.04%

0.84%

-1.55%

2.08%

0.54%

1.30%

1.08%

0.29%

-0.41%

1.23%

1.53%

1.34%

2.30%

1.80%
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Azerbaijan

Belarus

Bosnia and
Herzegovina

Bulgaria

Croatia

Czech Republic

Estonia

Georgia

Hungary

Latvia

Lithuania

Macedonia (FYR)

Moldova

Poland

Romania

Russia

Serbia

56

59

34

58

69

80

72

36

70

67

65

23

74

62

73

48

21

68

75

68

89

90

60

66

100

91

69

36

74

56

18

49

84

83

69

88

94

29

66

53

26

65

87

56

81

38

70

90

52

99

98

N/A

49

70

92

56

54

44

79

67

12

62

2.68%

2.41%

0.50%

0.20%

0.18%

1.67%

0.80%

2.00%

0.16%

-3.97%

-1.65%

2.03%

2.50%

2.72%

0.75%

4.00%

1.97%
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Montenegro

Slovak Republic

Slovenia

Ukraine

Africa

Algeria

Angola

Benin

Botswana

Burkina Faso

Burundi

Cameroon

Cape Verde

Central African
Republic

Chad

Congo

Cote d’Ivoire

Dem. Republic

39

80

81

41

57

49

19

68

16

26

52

22

52

25

27

62

27

11

18

91

58

91

91

91

87

91

91

87

91

73

30

36

57

96

97

20

76

13

91

32

89

87

82

14

65

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

28

-1.70%

4.06%

1.12%

3.68%

4.55%

7.05%

3.22%

6.33%

4.41%

3.85%

2.58%

4.96%

3.18%

4.42%

12.13%

2.98%
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Congo

Djibouti

Egypt

Equatorial Guinea

Eritrea

Ethiopia

Gabon

Gambia

Ghana

Guinea

Guinea-Bissau

Kenya

Lesotho

Liberia

Libya

Madagascar

Malawi

Mali

31

37

82

10

20

13

12

73

20

91

76

20

91

45

91

48

11

91

41

40

73

22

25

91

47

50

24

85

96

86

69

91

46

59

12

74

94

24

55

82

N/A

N/A

69

N/A

18

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

5.44%

4.47%

5.01%

0.94%

1.81%

6.96%

5.36%

4.82%

4.50%

3.03%

3.47%

4.11%

2.98%

5.92%

5.22%

-1.02%

5.96%

5.12%
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Mauritania

Mauritius

Morocco

Mozambique

Namibia

Niger

Nigeria

Rwanda

Sao Tome &
Principe

Senegal

Seychelles

Sierra Leone

Somalia

South Africa

Sudan

Swaziland

Tanzania

Togo

15

65

37

12

40

10

30

21

24

60

61

16

32

15

13

52

72

23

39

91

40

61

91

67

10

38

37

44

45

91

93

56

48

71

62

21

61

68

100

63

97

39

59

70

73

79

32

92

N/A

55

26

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

4.58%

4.10%

3.23%

6.45%

1.70%

4.41%

6.98%

5.39%

3.40%

3.44%

4.01%

4.77%

3.19%

2.59%

5.52%

1.09%

6.17%

2.56%
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Tunisia

Uganda

Zambia

Zimbabwe

South and
Central America

Argentina

Belize

Bolivia

Brazil

Chile

Columbia

Costa Rica

Ecuador

El Salvador

Guatemala

Honduras

Mexico

Nicaragua

50

11

29

66

47

32

71

78

47

60

43

35

46

27

69

23

61

17

20

76

51

47

25

52

42

76

76

59

47

42

49

44

54

49

16

80

80

61

78

92

34

39

75

67

58

58

52

42

39

N/A

N/A

N/A

36

N/A

81

11

73

47

57

64

N/A

N/A

N/A

61

N/A

4.00%

5.59%

5.84%

2.24%

3.50%

1.00%

3.99%

5.50%

4.72%

2.25%

3.45%

2.51%

1.04%

2.52%

2.00%

4.07%

1.75%
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Panama

Paraguay

Peru

Suriname

Uruguay

Venezuela

Caribbean

Antigua & Barbuda

Bahamas

Barbados

Bermuda

Cuba

Dominica

Dominican Republic

Grenada

Guyana

Haiti

Jamaica

66

35

59

58

70

55

72

74

67

N/A

45

53

54

63

28

11

42

76

46

66

26

26

76

76

76

N/A

76

76

39

76

56

27

N/A

72

66

75

81

27

28

15

45

33

18

65

43

48

17

89

85

45

16

22

59

N/A

13

N/A

87

15

N/A

95

N/A

N/A

N/A

N/A

19

5.00%

5.27%

6.33%

4.02%

5.71%

-2.63%

-2.01%

-0.50%

-0.50%

N/A

0.25%

1.40%

3.50%

0.80%

4.36%

-8.50%

-0.28%
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St Lucia

St Vincent &
Grenadines

Trinidad & Tobago

Middle East

Bahrain

Iran

Iraq

Israel

Jordan

Kuwait

Lebanon

Oman

Qatar

Saudi Arabia

Syria

Turkey

United Arab
Emirates

55

49

84

51

48

87

41

96

63

76

99

76

61

75

96

76

76

37

76

19

62

51

54

16

16

24

23

24

67

95

77

62

40

12

99

88

83

98

40

27

98

N/A

N/A

72

91

58

N/A

48

N/A

N/A

N/A

N/A

N/A

N/A

N/A

60

94

1.14%

0.50%

2.13%

3.48%

3.01%

7.27%

3.20%

4.10%

3.10%

6.00%

4.71%

18.54%

3.70%

5.00%

5.20%

1.29%
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Yemen 28 2 78 N/A 7.78%

Asia
Afghanistan 17 70 74 N/A 8.64%
Bangladesh 13 43 25 N/A 5.38%
Bhutan 24 55 5 N/A 6.85%
Brunei 78 19 99 75 0.48%
Cambodia 18 67 42 N/A 4.77%
China 54 90 19 68 11.03%
Hong Kong 89 76 14 82 5.02%
India 31 38 34 35 8.78%
Indonesia 42 46 37 31 6.00%
Japan 88 89 6 71 1.90%
Kazakhstan 62 13 76 42 2.40%
Korea North 18 65 23 N/A 1.50%
Korea South 83 63 22 85 4.44%
Kyrgyz Republic 24 15 84 88 4.61%
Laos 17 54 7 N/A 7.22%
Macao 91 76 14 82 3.00%
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Malaysia

Maldives

Mongolia

Myanmar

Nepal

Pakistan

Papua New Guinea

Philippines

Singapore

Sri Lanka

Taiwan

Tajikistan

Thailand

Turkmenistan

Uzbekistan

Vietnam

Pacific

Australia

68

44

33

19

75

30

93

38

84

56

51

40

25

96

65

55

41

14

15

50

48

75

22

88

64

53

10

12

63

44

17

77

72

25

31

11

53

63

10

35

60

90

68

60

20

31

90

N/A

93

N/A

N/A

41

N/A

43

40

N/A

89

97

96

N/A

100

N/A

46

4.72%

3.45%

7.22%

5.26%

2.97%

3.00%

7.96%

3.63%

5.68%

5.50%

6.50%

4.00%

5.46%

12.00%

8.00%

6.04%

2.96%
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Fiji 46 53 3 N/A 2.06%

Marshall Islands 27 76 46 N/A 1.08%

Micronesia (Fed.

States) N/A N/A N/A N/A N/A
New Caledonia 96 73 51 52 2.00%
New Zealand 98 73 51 52 2.00%
Samoa 34 88 64 N/A -2.77%
Solomon Islands 14 71 1 N/A 3.36%
Tonga 26 57 38 N/A 0.60%
Vanuatu 33 58 47 N/A 3.80%

Source:

CountryWatch Inc. www.countrywatch.com

Updated:

This material was produced in 2010; it is subject to updating in 2012.
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Investment Overview
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Foreign Investment Climate

Background

Since the 1960s, South Korea has achieved an incredible record of growth and integration into the
high-tech modern world economy. Four decades ago, GDP per capita was comparable with levels
in the poorer countries of Africa and Asia. In 2004, South Korea joined the trillion dollar club of
world economies. In 2008, its GDP per capita was roughly the same as that of the Czech Republic
and New Zealand. Initially, this success was achieved by a system of close government/business
ties including directed credit, import restrictions, sponsorship of specific industries, and a strong
labor effort. The government promoted the import of raw materials and technology at the expense
of consumer goods and encouraged savings and investment over consumption.

Foreign Investment Assessment

Openness to Foreign Investment

The new Foreign Investment Promotion Act (FIPA) went into effect on Nov. 17, 1998, replacing
the former 1966 Foreign Capital Inducement Act (FCIA). Like the FCIA before it, the FIPA (and
related regulations) categorizes business activities as either open, conditionally or partly restricted,
or closed to foreign investment. FIPA considerably reduced the number of restricted sectors,
although restrictions remain on 28 industrial sectors, four of which are entirely closed to foreign
investment. As a result of a March 2000 revision of the Korean Industrial Classification Standards
restricted industrial sectors increased to 28 (from 21 in 1999). The revision added several industrial
sub-sectors, such as cable television distribution, satellite broadcasts, radioactive disposal, etc,
which did not exist when the previous standards were drafted. In contrast, 120 categories were
restricted in 1996. Although the ROKG has no plans to open currently restricted sectors, it will
review restricted sectors from time to time for possible further openings. According to the Ministry
of Commerce, Industry, and Energy (MOCIE), 99.6% of industrial sectors are open to foreign
investors (that is, only four of 1121 industrial sectors are completely closed to foreign investment),
well above the OECD average.

The major points of the 1998 FIPA are as follows:
« Simplified procedures, including those for FDI notification and registration;

» Expanded tax incentives for high-technology FDI;
* Reduced rental fees and lengthened lease durations for government land (including local
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governments);

* Increased central government support of local FDI incentives;

» Establishment of a one-stop Investment Promotion Center (IPC) within the Korea Trade
* Promotion Corporation to assist foreign investors in dealing with the bureaucracy;

* Establishment of an ombudsman office within the IPC to assist foreign investors.

Transparency of Regulatory System

The Korean regulatory environment is difficult for domestic firms to work in and poses an even
greater challenge to foreign firms. Laws and regulations are framed in general terms and are subject
to differing interpretations by government officials, who rotate frequently. Basic concepts of
administrative procedure are not well developed. The regulatory process is not transparent and
frequent informal discussions with the bureaucracy are necessary. Mid-level bureaucrats rely on
unpublished ministerial guidelines and unwritten administrative advice for direction. Proposed rules
often are not published prior to promulgation, or are published with insufficient time to permit
public comment and industry adjustment. After promulgation, rules can be applied retroactively
and arbitrarily. While Korea has an administrative procedures law, the rule-making process
continues to be opaque and non-transparent, particularly for foreigners.

President Kim Dae-jung has made deregulation one of the cornerstones of his economic policy. To
date this has taken a back seat to more "critical" economic and financial system restructuring,
though the ROKG has made a major effort to cut back on the number of regulations in force. The
regulatory picture is mixed depending on the ministry or agency. Some have made unprecedented
outreach efforts to foreign business. Complaints about regulatory impediments vary by business
sector. The practical effect of Korea's laws regulating monopolistic practices and unfair competition
1s limited by the long-standing economic dominance of a few large business conglomerates,
referred to locally as "chaebol." Most recently, on Dec. 28, 1999, the ROKG amended the Anti-
Monopoly and Fair Trade Act. The Act has been repeatedly changed to address the issue of
unwieldy chaebol growth. In this latest revision the ROKG repealed the prohibition of cross
ownership but instead instituted a new restriction on intra-group cross-payment guarantees.
Therefore, no new intra-group payment guarantees were allowed for the top 30 chaebol starting
from April 1, 1998. The top 30 chaebol are committed to eliminating all existing intra-group
payment guarantees by March 31, 2001. The top four chaebol already have eliminated almost all
cross-guarantees.

Chaebol domination of the Korean economy causes some practical business problems for foreign
investors. Small-and medium suppliers, for example, may be reluctant to deal with foreign firms for
fear of jeopardizing a prized chaebol relationship. Distribution channels may be blocked by chaebol
competitors who own or dominate distribution channels, although such practices are declining as
result of the Fair Trade Commission's (FTC) vigorous intervention and consumer advocate
activities. Obtaining access to credit may be complicated by the privileged relationships competing
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chaebol enjoy with local banks, though regulations limit a bank's exposure to any single chaebol
group to 25% of capital and stipulate that 35% of lending must go to small and medium enterprises.

Labor Force

Total: 22.9 million

By occupation: agriculture 8%, industry 19%, services 73%
Agriculture and Industry

Agriculture products: rice, root crops, barley, vegetables, fruit; cattle, pigs, chickens, milk, eggs;
fish

Industries: electronics, telecommunications, automobile production, chemicals, shipbuilding, steel
Import Commodities and Partners

Commodities: machinery, electronics and electronic equipment, oil, steel, transport equipment,
organic chemicals, plastics

Partners: Japan 20.3%, US 13.9%, China 12.3%, Saudi Arabia 5.2%
Export Commodities and Partners

Commodities: semiconductors, wireless telecommunications equipment, motor vehicles,
computers, steel, ships, petrochemicals

Partners: China 18.2%, US 17.8%, Japan 9%, Hong Kong 7.6%
Telephone System
Telephones- main lines in use: 22.877 million

Telephones- mobile cellular: 33,591,800

General Assessment: excellent domestic and international services
Domestic: N/A

International: country code - 82; fiber-optic submarine cable to China; the Russia-Korea-Japan
submarine cable; satellite earth stations - 3 Intelsat (2 Pacific Ocean and 1 Indian Ocean) and 1
Inmarsat (Pacific Ocean region)
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Internet

Internet Hosts: 694,206

Internet users: 29.22 million

Roads, Airports, Ports and Harbors
Railways: 3,125 km

Highways: 86,990 km

Ports and harbors: Chinhae, Inch'on, Kunsan, Masan, Mokp'o, P'ohang, Pusan, Tonghae-hang,
Ulsan, Yosu

Airports: 179; w/paved runways: 88
Legal System and Considerations

South Korea’s legal system combines elements of continental European civil law systems, Anglo-
American law, and Chinese classical thought.

Dispute Settlement

Serious investment disputes involving foreigners are the exception rather than the rule in Korea,
except in cases involving intellectual property rights. There exists a body of Korean law governing
commercial activities and bankruptcies that constitutes a means to enforce property and contractual
rights, with monetary judgments usually made in the domestic currency. The judgments of foreign
courts are not enforceable in Korea.

Although commercial disputes can be adjudicated in a civil court, foreign businesses often feel that
this is not a practical means to resolve disputes. For example, proceedings are conducted in the
Korean language, often without adequate translation. Foreign lawyers, (i.e., those whom have not
passed the Korean Bar), are almost always prohibited by Korean law from representing clients in
Korean courts.

During litigation of a dispute, foreigners may be barred from leaving the country until a decision is
reached. Legal proceedings are expensive and time-consuming. Lawsuits often are contemplated
only as a last resort, signaling the end of a business relationship.

Commercial disputes may also be taken to the Korean Commercial Arbitration Board (KCAB).
The Korean Arbitration Act and its implementing rules outline the following steps in the arbitration
process:

Korea, South Review 2016 Page 315 of 487 pages



Korea, South

» parties may request the KCAB to act as informal intermediary to a settlement;

« unsuccessful, either or both parties may request formal arbitration, in which case the KCAB
appoints a mediator to conduct conciliatory talks for 30 days;

« if unsuccessful, an arbitration panel consisting of one or three arbitrators is assigned to decide the
case.

If one party is a not resident in Korea, either may request an arbitrator from a neutral country.

When drafting contracts, it always is a good idea to provide for arbitration by a neutral body such
as the International Commercial Arbitration Association (ICAA). Foreign companies should seek
local expert legal counsel when drawing up any type of contract with a Korean entity.

Korea is a member of the International Center for the Settlement of Investment Disputes (ICSID).
It has also acceded to the New York Convention (formally called the United Nations Convention
on the Recognition and Enforcement of Foreign Arbitral Awards). Korea is a member of the
International Commercial Arbitration Association and the World Bank's Multilateral Investment
Guarantee Agency (MIGA). It is important to keep in mind that Korean courts may ultimately be
called upon to enforce an arbitrated settlement.

Corruption Perception Ranking

See the most recent listing by Transparency International in this report from the least to most
corrupt countries; typically, South Korea ranks as one of the least corrupt nations in the world
(according to this index).

Cultural Considerations

Korean men tend to greet each other with a slight bow, sometimes accompanied by a handshake,
while maintaining eye contact. In order to indicate respect for the person being greeted, one might
support one's right forearm with one's left hand during the handshake. It is common for the junior
person to initiate the greetings and be the first to bow. The senior person is usually the first one to
offer his hand. Weak handshakes or the nod of the head is sometimes sufficient within business
circles. Among Korean women, handshaking is rarely used; reciprocal bowing may suffice.
Western men should not shake hands with a Korean woman while Western women in business
circles should initiate a handshake with Korean men.

Modesty is another cardinal concern in Korea. One should not enter a home or office until one is
invited to do so, and one should not sit down unless one has been asked to take a seat. Indeed, in
many such circumstances, waiting for the invitation to be extended several times before accepting
is considered to be good practice. Another way of demonstrating modesty is when one receives a
compliment. Rather than expressing thanks for the compliment, as in the West, one should politely
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refute it instead. Of course, at the same time, one should offer compliments to others, and the onus
is upon them to politely refuse, as good practice dictates.

For more information see:

United States’ State Department Commercial Guide

Foreign Investment Index

Foreign Investment Index

The Foreign Investment Index is a proprietary index measuring attractiveness to international
investment flows. The Foreign Investment Index is calculated using an established methodology by
CountryWatch's Editor-in-Chief and is based on a given country's economic stability (sustained
economic growth, monetary stability, current account deficits, budget surplus), economic risk (risk
of non-servicing of payments for goods or services, loans and trade-related finance, risk of
sovereign default), business and investment climate (property rights, labor force and laws,
regulatory transparency, openness to foreign investment, market conditions, and stability of
government). Scores are assigned from 0-10 using the aforementioned criteria. A score of 0 marks
the lowest level of foreign investment viability, while a score of 10 marks the highest level of
foreign investment viability, according to this proprietary index.

Country Assessment
Afghanistan 2
Albania 4.5
Algeria 6
Andorra 9
Angola 4.5-5
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Antigua

Argentina

Armenia

Australia

Austria

Azerbaijan

Bahamas

Bahrain

Bangladesh

Barbados

Belarus

Belgium

Belize

Benin

Bhutan

Bolivia

Bosnia-Herzegovina

Botswana

8.5

9.5

9-9.5

7.5

4.5

7.5

5.5

4.5

4.5

7.5-8
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Brazil

Brunei

Bulgaria

Burkina Faso

Burma (Myanmar)

Burundi

Cambodia

Cameroon

Canada

Cape Verde

Central African Republic

Chad

Chile

China

China: Hong Kong

China; Taiwan

Colombia

Comoros

5.5

4.5

4.5

9.5

7.5

8.5

8.5
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Congo DRC 4
Congo RC 5
Costa Rica 8

Cote d'Ivoire 4.5

Croatia 7
Cuba 4.5
Cyprus 7
Czech Republic 8.5
Denmark 9.5
Djibouti 4.5
Dominica 6
Dominican Republic 6.5
East Timor 4.5
Ecuador 5.5
Egypt 4.5-5

El Salvador 6
Equatorial Guinea 4.5
Eritrea 3.5
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Estonia

Ethiopia

Fiji

Finland

Former Yugoslav Rep. of Macedonia

France

Gabon

Gambia

Georgia

Germany

Ghana

QGreece

Grenada

Guatemala

Guinea

Guinea-Bissau

Guyana

Haiti

4.5

9-9.5

5.5

9-9.5

5.5

7.5

5.5

3.5

3.5

4.5
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Holy See (Vatican)

Hong Kong (China)

Honduras

Hungary

Iceland

India

Indonesia

Iran

Iraq

Ireland

Israel

Italy

Jamaica

Japan

Jordan

Kazakhstan

Kenya

Kiribati

8.5

5.5

8-8.5

5.5

8.5

5.5

9.5

5.5
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Korea, South

Kosovo

Kuwait

Kyrgyzstan

Laos

Latvia

Lebanon

Lesotho

Liberia

Libya

Liechtenstein

Lithuania

Luxembourg

Madagascar

Malawi

Malaysia

Maldives

4.5

8.5

4.5

5.5

3.5

7.5

9-9.5

4.5

4.5

8.5

6.5
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Mali

Malta

Marshall Islands

Mauritania

Mauritius

Mexico

Micronesia

Moldova

Monaco

Mongolia

Montenegro

Morocco

Mozambique

Namibia

Nauru

Nepal

Netherlands

New Zealand

4.5

7.5-8

6.5-7

4.5-5

5.5

7.5

7.5

4.5

9-9.5

9.5
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Nicaragua

Niger

Nigeria

Norway

Oman

Pakistan

Palau

Panama

Papua New Guinea

Paraguay

Peru

Philippines

Poland

Portugal

Qatar

Romania

Russia

Rwanda

4.5

4.5

9-9.5

4.5-5

7.5-8

6-6.5

Korea, South Review 2016

Page 325 of 487 pages



Korea, South

Saint Kitts and Nevis

Saint Lucia

Saint Vincent and Grenadines

Samoa

San Marino

Sao Tome and Principe

Saudi Arabia

Senegal

Serbia

Seychelles

Sierra Leone

Singapore

Slovak Republic (Slovakia)

Slovenia

Solomon Islands

Somalia

South Africa

Spain

8.5

4.5-5

9.5

8.5

8.5-9

7.5-8

Korea, South Review 2016

Page 326 of 487 pages



Korea, South

Sri Lanka

Sudan

Suriname

Swaziland

Sweden

Switzerland

Syria

Tajikistan

Taiwan (China)

Tanzania

Thailand

Togo

Tonga

Trinidad and Tobago

Tunisia

Turkey

Turkmenistan

Tuvalu

5.5

4.5

9.5

9.5

2.5

8.5

7.5-8

4.5-5

5.5-6

8-8.5

6.5-7
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Uganda 5
Ukraine 4.5-5
United Arab Emirates 8.5
United Kingdom 9
United States 9
Uruguay 6.5-7
Uzbekistan 4
Vanuatu 6
Venezuela 5
Vietnam 5.5
Yemen 3
Zambia 4.5-5
Zimbabwe 3.5

Editor's Note:

As of 2015, the global economic crisis (emerging in 2008) had affected many countries across the
world, resulting in changes to their rankings. Among those countries affected were top tier
economies, such as the United Kingdom, Iceland, Switzerland and Austria. However, in all these
cases, their rankings have moved back upward in the last couple of years as anxieties have
eased. Other top tier countries, such as Spain, Portugal, Ireland, and Italy, suffered some
effects due to debt woes and the concomitant effect on the euro zone. Greece, another euro zone
nation, was also downgraded due to its sovereign debt crisis; however, Greece's position on the
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precipice of default incurred a sharper downgrade than the other four euro zone countries
mentioned above. Cyprus' exposure to Greek bank yielded a downgrade in its case. Slovenia and
Latvia have been slightly downgraded due to a mix of economic and political concerns but could
casily be upgraded in a future assessment, should these concerns abate. Meanwhile, the crisis in
eastern Ukraine fueled downgrades in that country and neighboring Russia.

Despite the "trifecta of tragedy" in Japan in 2011 -- the earthquake, the ensuing tsunami, and the
resulting nuclear crisis -- and the appreciable destabilization of the economic and political terrain
therein, this country has only slightly been downgraded. Japan's challenges have been assessed to
be transient, the government remains accountable, and there is little risk of default. Both India
and China retain their rankings; India holds a slightly higher ranking than China due to its record of
democratic representation and accountability.

There were shifts in opposite directions for Mali and Nigeria versus the Central African Republic,
Burkina Faso, and Burundi. Mali was slightly upgraded due to its efforts to return to constitutional
order following the 2012 coup and to neutralize the threat of separatists and Islamists. Likewise, a
new government in Nigeria generated a slight upgrade as the country attempts to confront
corruption, crime, and terrorism. But the Central African Republic was downgraded due to the
takeover of the government by Seleka rebels and the continued decline into lawlessness in that
country. Likewise, the attempts by the leaders of Burundi and Burkina Faso to hold onto power
by by-passing the constitution raised eybrows and resulted in downgrades.

Political unrest in Libya and Algeria have contributed to a decision to marginally downgrade these
countries as well. Syria incurred a sharper downgrade due to the devolution into de facto civil war
and the dire security threat posed by Islamist terrorists. Iraq saw a similar downgrade as a result of
the takeover of wide swaths of territory and the threat of genocide at the hands of Islamist
terrorists. Yemen, likewise, has been downgraded due to political instability at the hands of
secessionists, terrorists, Houthi rebels, and the intervention of external parties. Conversely, Egypt
and Tunisia saw slight upgrades as their political environments stabilize.

At the low end of the spectrum, devolving security conditions and/or economic crisis have resulted
in countries like Pakistan, Afghanistan, Somalia, and Zimbabwe maintaining their low ratings.

The United States continues to retain its previous slight downgrade due to the enduring threat of
default surrounding the debt ceiling in that country, matched by a conflict-ridden political climate.
In the case of Mexico, there is limited concern about default, but increasing alarm over the security
situation in that country and the government’s ability to contain it. In Argentina, a default to bond
holders resulted in a downgrade to that country. Finally, a small but significant upgrade was
attributed to Cuba due to its recent pro-business reforms and its normalization of ties with the
Unitd States.
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Source:

CountryWatch Inc. www.countrywatch.com

Updated:

2015

Corruption Perceptions Index

Corruption Perceptions Index

Transparency International: Corruption Perceptions Index

Editor's Note:

Transparency International's Corruption Perceptions Index is a composite index which ranks
countries in terms of the degree to which corruption is perceived to exist among public officials.
This index indicates the views of national and international business people and analysts about the
levels of corruption in each country. The highest (and best) level of transparency is indicated by
the number, 10. The lower (and worse) levels of transparency are indicated by lower numbers.

Rank Country/Territory CPI 2009 Surveys Confidence
Score Used Range
1 New Zealand 9.4 6 9.1-9.5
2 Denmark 9.3 6 9.1-9.5
3 Singapore 9.2 9 9.0-94
3 Sweden 9.2 6 9.0-93
5 Switzerland 9.0 6 8.9-9.1
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11

12

12

14

14

16

17

17

19

20

21

22

22

Finland

Netherlands

Australia

Canada

Iceland

Norway

Hong Kong

Luxembourg

Germany

Ireland

Austria

Japan

United Kingdom

United States

Barbados

Belgium

Qatar

Saint Lucia

8.9

8.9

8.7

8.7

8.7

8.6

8.2

8.2

8.0

8.0

7.9

7.7

7.7

7.5

7.4

7.1

7.0

7.0

84-9.4

8.7-9.0

8.3-9.0

8.5-9.0

7.5-94

8.2-9.1

7.9-8.5

7.6 - 8.8

7.7-8.3

7.8 -8.4

7.4-8.3

7.4-8.0

7.3-8.2

6.9 -8.0

6.6 - 8.2

6.9-73

5.8-8.1

6.7-7.5
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24

25

25

27

27

27

30

31

32

32

34

35

35

37

37

39

39

39

France

Chile

Uruguay

Cyprus

Estonia

Slovenia

United Arab Emirates

Saint Vincent and the
Grenadines

Israel

Spain

Dominica

Portugal

Puerto Rico

Botswana

Taiwan

Brunei Darussalam

Oman

Korea (South)

6.9

6.7

6.7

6.6

6.6

6.6

6.5

6.4

6.1

6.1

5.9

5.8

5.8

5.6

5.6

5.5

5.5

5.5

6.5-73

6.5-6.9

6.4-7.1

6.1-7.1

6.1-6.9

6.3-6.9

55-75

49-175

54-6.7

55-6.6

49-6.7

55-6.2

52-63

5.1-63

54-59

4.7-64

44-6.5

5.3-5.7
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42

43

43

45

46

46

46

49

49

49

52

52

54

55

56

56

56

56

Mauritius

Costa Rica

Macau

Malta

Bahrain

Cape Verde

Hungary

Bhutan

Jordan

Poland

Czech Republic

Lithuania

Seychelles

South Africa

Latvia

Malaysia

Namibia

Samoa

5.4

5.3

5.3

5.2

5.1

5.1

5.1

5.0

5.0

5.0

4.9

4.9

4.8

4.7

4.5

4.5

4.5

4.5

5.0-5.9

4.7-5.9

33-6.9

4.0-6.2

42-58

33-7.0

4.6-5.7

43-5.6

3.9-6.1

45-55

43-5.6

4.4-54

3.0-6.7

43-49

4.1-49

40-5.1

3.9-5.1

33-53
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56

61

61

63

63

65

66

66

66

69

69

71

71

71

71

75

75

75

Slovakia

Cuba

Turkey

Italy

Saudi Arabia

Tunisia

Croatia

Georgia

Kuwait

Ghana

Montenegro

Bulgaria

FYR Macedonia

QGreece

Romania

Brazil

Colombia

Peru

4.5

4.4

4.4

4.3

4.3

4.2

4.1

4.1

4.1

3.9

3.9

3.8

3.8

3.8

3.8

3.7

3.7

3.7

4.1-4.9

3.5-5.1

39-49

3.8-4.9

3.1-53

3.0-5.5

3.7-4.5

3.4-4.7

3.2-5.1

3.2-4.6

35-44

3.2-45

34-42

32-43

32-43

33-43

3.1-43

3.4-4.1
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75

79

79

79

79

83

84

84

84

84

84

89

89

89

89

89

89

95

Suriname

Burkina Faso

China

Swaziland

Trinidad and Tobago

Serbia

El Salvador

Guatemala

India

Panama

Thailand

Lesotho

Malawi

Mexico

Moldova

Morocco

Rwanda

Albania

3.7

3.6

3.6

3.6

3.6

3.5

3.4

3.4

3.4

3.4

3.4

3.3

3.3

3.3

3.3

3.3

3.3

3.2

3.0-4.7

2.8-44

3.0-4.2

3.0-4.7

3.0-43

3.3-3.9

3.0-3.8

3.0-3.9

32-3.6

3.1-3.7

3.0-3.8

2.8-3.8

2.7-39

32-35

2.7-4.0

2.8-39

29-3.7

3.0-33
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95

97

97

99

99

99

99

99

99

99

106

106

106

106

106

111

111

111

Vanuatu

Liberia

Sri Lanka

Bosnia and Herzegovina

Dominican Republic

Jamaica

Madagascar

Senegal

Tonga

Zambia

Argentina

Benin

Gabon

Gambia

Niger

Algeria

Djibouti

Egypt

3.2

3.1

3.1

3.0

3.0

3.0

3.0

3.0

3.0

3.0

2.9

2.9

2.9

2.9

2.9

2.8

2.8

2.8

2.3-4.7

1.9-338

2.8-34

26-34

29-32

2.8-33

2.8-3.2

2.5-3.6

26-33

2.8-3.2

2.6-3.1

23-34

2.6-3.1

1.6 -4.0

2.7-3.0

25-3.1

23-32

2.6-3.1
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111

111

111

111

111

111

120

120

120

120

120

120

126

126

126

126

130

130

Indonesia

Kiribati

Mali

Sao Tome and Principe

Solomon Islands

Togo

Armenia

Bolivia

Ethiopia

Kazakhstan

Mongolia

Vietnam

Eritrea

Guyana

Syria

Tanzania

Honduras

Lebanon

2.8

2.8

2.8

2.8

2.8

2.8

2.7

2.7

2.7

2.7

2.7

2.7

2.6

2.6

2.6

2.6

2.5

2.5

24-3.2

23-33

24-3.2

24-33

23-33

1.9-39

2.6-238

2.4-3.1

24-29

2.1-33

24-3.0

24-3.1

1.6-3.8

25-2.7

22-29

24-29

22-28

1.9-3.1

Korea, South Review 2016

Page 337 of 487 pages



Korea, South

130

130

130

130

130

130

130

139

139

139

139

143

143

143

146

146

146

146

Libya

Maldives

Mauritania

Mozambique

Nicaragua

Nigeria

Uganda

Bangladesh

Belarus

Pakistan

Philippines

Azerbaijan

Comoros

Nepal

Cameroon

Ecuador

Kenya

Russia

2.5

2.5

2.5

2.5

2.5

2.5

2.5

2.4

2.4

2.4

2.4

2.3

2.3

2.3

2.2

2.2

2.2

2.2

22-28

1.8-3.2

20-33

23-28

23-2.7

22-2.7

2.1-28

20-238

20-238

2.1-2.7

2.1-2.7

20-2.6

1.6-3.3

20-2.6

1.9-2.6

20-25

1.9-25

1.9-24
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146

146

146

146

154

154

154

154

158

158

158

158

162

162

162

162

162

162

Sierra Leone

Timor-Leste

Ukraine

Zimbabwe

Cote d’Ivoire

Papua New Guinea

Paraguay

Yemen

Cambodia

Central African Republic

Laos

Tajikistan

Angola

Congo Brazzaville

Democratic Republic of
Congo

Guinea-Bissau

Kyrgyzstan

Venezuela

2.2

2.2

2.2

2.2

2.1

2.1

2.1

2.1

2.0

2.0

2.0

2.0

1.9

1.9

1.9

1.9

1.9

1.9

1.9-24

1.8-2.6

20-2.6

1.7-2.8

1.8-24

1.7-2.5

1.7-2.5

1.6-2.5

1.8-2.2

1.9-2.2

1.6-2.6

1.6-2.5

1.8-1.9

1.6 -2.1

1.7-2.1

1.8-2.0

1.8-2.1

1.8-2.0
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168

168

168

168

168

168

174

175

176

176

178

179

180

Methodology:

As noted above, the highest (and best) level of transparency with the least perceived corruption is
indicated by the number, 10. The lower (and worse) levels of transparency are indicated by lower

numbers.

According to Transparency International, the Corruption Perceptions Index (CPI) table shows a
country's ranking and score, the number of surveys used to determine the score, and the

Burundi

Equatorial Guinea

Guinea

Haiti

Iran

Turkmenistan

Uzbekistan

Chad

Iraq

Sudan

Myanmar

Afghanistan

Somalia

confidence range of the scoring.

1.8

1.8

1.8

1.8

1.8

1.8

1.7

1.6

1.5

1.5

1.4

1.3

1.1

1.6-2.0
1.6-1.9
1.7-1.8
1.4-23
1.7-1.9
1.7-1.9
1.5-1.8
1.5-1.7
1.2-1.8
1.4-1.7
09-1.38
1.0-1.5
09-14
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The rank shows how one country compares to others included in the index. The CPI score
indicates the perceived level of public-sector corruption in a country/territory.

The CPI is based on 13 independent surveys. However, not all surveys include all countries. The
surveys used column indicates how many surveys were relied upon to determine the score for that
country.

The confidence range indicates the reliability of the CPI scores and tells us that allowing for a
margin of error, we can be 90% confident that the true score for this country lies within this range.

Note:

Kosovo, which separated from the Yugoslav successor state of Serbia, is not listed above. No
calculation is available for Kosovo at this time, however, a future corruption index by
Transparency International may include the world's newest country in its tally. Taiwan has been
listed above despite its contested status; while Taiwan claims sovereign status, China claims
ultimate jurisdiction over Taiwan. Hong Kong, which is also under the rubric of Chinese
sovereignty, is listed above. Note as well that Puerto Rico, which is a United States domain, is also
included in the list above. These inclusions likely have to do with the size and fairly autonomous
status of their economies.

Source:

Transparency International's Corruption Perception Index; available at URL:
http://www.transparency.org

Updated:

Uploaded in 2011 using most recent ranking available; reviewed in 2015.

Competitiveness Ranking

Competitiveness Ranking
Editor's Note:

The Global Competitiveness Report’s competitiveness ranking is based on the Global
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Competitiveness Index (GCI), which was developed for the World Economic Forum. The GCI is
based on a number of competitiveness considerations, and provides a comprehensive picture of the
competitiveness landscape in countries around the world. The competitiveness considerations are:
institutions, infrastructure, macroeconomic environment, health and primary education, higher
education and training, goods market efficiency, labour market efficiency, financial market
development, technological readiness, market size, business sophistication, and innovation. The
rankings are calculated from both publicly available data and the Executive Opinion Survey.

Country/Economy GCI2010 GCI 2010 GCI 2009 Change

Rank Score Rank 2009-2010
Switzerland 1 5.63 1 0
Sweden 2 5.56 4 2
Singapore 3 5.48 3 0
United States 4 5.43 2 -2
Germany 5 5.39 7 2
Japan 6 5.37 8 2
Finland 7 5.37 6 -1
Netherlands 8 5.33 10 2
Denmark 9 5.32 5 -4
Canada 10 5.30 9 -1
Hong Kong SAR 11 5.30 11 0
United Kingdom 12 5.25 13 1
Taiwan, China 13 5.21 12 -1
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Norway

France

Australia

Qatar

Austria

Belgium

Luxembourg

Saudi Arabia

Korea, Rep.

New Zealand

Israel

United Arab Emirates

Malaysia

China

Brunei Darussalam

Ireland

Chile

Iceland

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

30

31

5.14

5.13

5.11

5.10

5.09

5.07

5.05

4.95

4.93

4.92

4.91

4.89

4.88

4.84

4.75

4.74

4.69

4.68

14

16

15

22

17

18

21

28

19

20

27

23

24

29

32

25

30

26
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Tunisia

Estonia

Oman

Kuwait

Czech Republic

Bahrain

Thailand

Poland

Cyprus

Puerto Rico

Spain

Barbados

Indonesia

Slovenia

Portugal

Lithuania

Italy

Montenegro

32

33

34

35

36

37

38

39

40

41

42

43

44

45

46

47

48

49

4.65

4.61

4.61

4.59

4.57

4.54

4.51

4.51

4.50

4.49

4.49

4.45

4.43

4.42

4.38

4.38

4.37

4.36

40

35

41

39

31

38

36

46

34

42

33

44

54

37

43

53

48

62

13
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Malta

India

Hungary

Panama

South Africa

Mauritius

Costa Rica

Azerbaijan

Brazil

Vietham

Slovak Republic

Turkey

Sri Lanka

Russian Federation

Uruguay

Jordan

Mexico

Romania

50

51

52

53

54

55

56

57

58

59

60

61

62

63

64

65

66

67

4.34

4.33

4.33

4.33

4.32

4.32

4.31

4.29

4.28

4.27

4.25

4.25

4.25

4.24

4.23

4.21

4.19

4.16

52

49

58

59

45

57

55

51

56

75

47

61

79

63

65

50

60

64

16

-13

17
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Colombia

Iran

Latvia

Bulgaria

Kazakhstan

Peru

Namibia

Morocco

Botswana

Croatia

Guatemala

Macedonia, FYR

Rwanda

Egypt

El Salvador

Greece

Trinidad and Tobago

Philippines

68

69

70

71

72

73

74

75

76

77

78

79

80

81

82

83

84

85

4.14

4.14

4.14

4.13

4.12

4.11

4.09

4.08

4.05

4.04

4.04

4.02

4.00

4.00

3.99

3.99

3.97

3.96

69

n/a

68

76

67

78

74

73

66

72

80

84

n/a

70

77

71

86

87
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Algeria

Argentina

Albania

Ukraine

Gambia, The

Honduras

Lebanon

Georgia

Moldova

Jamaica

Serbia

Syria

Armenia

Mongolia

Libya

Dominican Republic

Bosnia and Herzegovina

Benin

86

87

88

89

90

91

92

93

94

95

96

97

98

99

100

101

102

103

3.96

3.95

3.94

3.90

3.90

3.89

3.89

3.86

3.86

3.85

3.84

3.79

3.76

3.75

3.74

3.72

3.70

3.69

83

85

96

82

81

89

n/a

90

n/a

91

93

94

97

117

88

95

109

103

18

-12
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Senegal

Ecuador

Kenya

Bangladesh

Bolivia

Cambodia

Guyana

Cameroon

Nicaragua

Tanzania

Ghana

Zambia

Tajikistan

Cape Verde

Uganda

Ethiopia

Paraguay

Kyrgyz Republic

104

105

106

107

108

109

110

111

112

113

114

115

116

117

118

119

120

121

3.67

3.65

3.65

3.64

3.64

3.63

3.62

3.58

3.57

3.56

3.56

3.55

3.53

3.51

3.51

3.51

3.49

3.49

92

105

98

106

120

110

104

111

115

100

114

112

122

n/a

108

118

124

123

-12
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Venezuela

Pakistan

Madagascar

Malawi

Swaziland

Nigeria

Lesotho

Cote d'Ivoire

Nepal

Mozambique

Mali

Timor-Leste

Burkina Faso

Mauritania

Zimbabwe

Burundi

Angola

Chad

122

123

124

125

126

127

128

129

130

131

132

133

134

135

136

137

138

139

3.48

3.48

3.46

3.45

3.40

3.38

3.36

3.35

3.34

3.32

3.28

3.23

3.20

3.14

3.03

2.96

2.93

2.73

113

101

121

119

n/a

99

107

116

125

129

130

126

128

127

132

133

n/a

131

Korea, South Review 2016

Page 349 of 487 pages



Korea, South

Methodology:

The competitiveness rankings are calculated from both publicly available data and the Executive
Opinion Survey, a comprehensive annual survey conducted by the World Economic Forum
together with its network of Partner Institutes (leading research institutes and business
organizations) in the countries covered by the Report.

Highlights according to WEF --

- The United States falls two places to fourth position, overtaken by Sweden and Singapore in the
rankings of the World Economic Forum’s Global Competitiveness Report 2010-2011

- The People’s Republic of China continues to move up the rankings, with marked improvements
in several other Asian countries

- Germany moves up two places to fifth place, leading the Eurozone countries

- Switzerland tops the rankings

Source:

World Economic Forum; available at URL: http://www.weforum.org

Updated:

2011 using most recent ranking available; reviewed in 2015.

Taxation

Corporate tax

The main corporate tax rate is 27.5 percent.

Individual tax
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Individual tax rates are progressive rates and range as high as 38.5 percent.

Capital gains

Capital gains are taxed as income.

Indirect tax

The value-added tax (VAT) applies to most transactions at a standard rate of 10 percent. There is
a zero rate that applies to certain kinds of maachinery, transport, fertlizers and exports.
Meanwhile, food, financial services, agricultural and livestock products, and property leases are
exempt.

Stock Market

The South Korean Stock Exchange listed 725 companies at the end of the1990's.

All foreigners wishing to invest in the Exchange must register with the Securities Supervisory Board
in order to receive an Investment Registration card that is required to work through a brokerage
firm. Foreign investors must also have a foreign currency as well as a Won currency account in
order to transfer funds to the brokerage's share transaction account. Foreigners are limited to
purchasing listed stocks.

Total foreign investment limits are 20 percent, with any individual limited to 3 percent. Foreign
investment for KEPCO and POSCO is limited to 15 percent.

For more information about the South Korean Stock Exchange, see URL:
http://www.kse.or kr/eng/.

Partner Links

Partner Links
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Chapter 5

Social Overview
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People

Background

South Korea is situated at the south part of the Korean peninsula between the Sea of Japan and the
Yellow Sea. The Korean Peninsula is one of the most homogeneous regions in the world both
ethnically and linguistically. The population of South Korea is almost entirely Korean, although
there is a small number of Chinese who constitute the only significant minority group in the
country.

Demography

The population of South Korea -- now around 49 million -- more than doubled from the 1950s to
the 1990s. Large numbers of Koreans who emigrated to Japan before World War II returned to
South Korea after 1945. In addition, about two million people migrated to South Korea from North
Korea during and after the Korean War in the 1950s.

Of the almost-50 million people in South Korea, three-fourths of them live in cities that are
populated by a larger percentage of young people. Although the overall population growth rate is
low in the country, South Korea has one of the world's highest population densities. On the other
hand, its vast rural areas are depopulated, with larger percentage of older people.

Language

Korean is the only language spoken in the country. Although dialects exist, the Korean spoken
throughout the peninsula is mutually comprehensible. The Korean language is related to Japanese,
and its written language is a combination of Chinese characters and the Korean scrip known as
Hangul in South Korea and Choson muntcha in North Korea. Chinese characters are still in limited
use in South Korea, although the trend is toward using less Chinese characters.

Religion
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Korea's traditional religions are Buddhism and Shamanism. Buddhism has lost some influence over
the years but is still followed by about 47 percent of the population. A religious belief known as
Shamanism, derived from belief in gods, demons and ancestral spirits responsive to a priest, or
Shaman, existed in Korea before the introduction of Confucianism and Buddhism, but its practice
in South Korea today is limited to certain occasions such as funerals.

Confucianism had been a basis of national ethics in Korea for several hundred years from the late
141 to early 20t century, and it still has a dominant cultural influence in the peninsula. Christian

missionaries arrived in Korea and began missionary activities there in the 1oth century. Christians
now are the largest religious group in South Korea with 49 percent of the population practicing
Christianity.

Human Development

The population of South Korea has a healthy life expectancy at birth of 77.42 years of age -- 81.1
years for females and 74 years for males -- according to recent estimates. The infant mortality
rate of South Korea is 5.94 deaths per 1,000 live births. In terms of literacy, 97 percent of the
female population and over 99 percent of the male population, age 15 and over, can read and
write.

In terms of health and welfare, 4.2 percent of GDP in this country is spent on education' 6.5
percent of GDP is spent on health expenditures. Generally, access to sanitation and water in this
country is excellent.

One notable measure used to determine a country's quality of life is the Human Development
Index (HDI), which has been compiled annually since 1990 by the United Nations Development
Programme (UNDP). The HDI is a composite of several indicators, which measure a country's
achievements in three main arenas of human development: longevity, knowledge and education, as
well as economic standard of living. In a recent ranking of 175 countries, the HDI placed South
Korea in the high human development category, at 30th place. In a subsequent ranking of 169
countries, South Korea was ranked as being in 12th place.

Note: Although the concept of human development is complicated and cannot be properly captured
by values and indices, the HDI, which is calculated and updated annually, offers a wide-ranging
assessment of human development in certain countries, not based solely upon traditional economic
and financial indicators.

Written by Dr. Denise Youngblood Coleman, Editor in Chief, www.countrywatch.com . See
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Bibliography for list of research sources.

Human Development Index

Human Development Index
Human Development Index (Ranked Numerically)

The Human Development Index (HDI) is used to measure quality of life in countries across the
world. The HDI has been compiled since 1990 by the United Nations Development Programme
(UNDP) on a regular basis. The HDI is a composite of several indicators, which measure a
country's achievements in three main arenas of human development: longevity, education, and
economic standard of living. Although the concept of human development is complicated and
cannot be properly captured by values and indices, the HDI offers a wide-ranging assessment of
human development in certain countries, not based solely upon traditional economic and financial
indicators. For more information about the methodology used to calculate the HDI, please see the
"Source Materials" in the appendices of this review.

Very High
Human High Human Medium Human Low Human
Development Development Development Development
1. Norway 43. Bahamas 86. Fiji 128. Kenya

2. Australia

3. New Zealand

4. United States

5. Ireland

6. Liechtenstein

44, Lithuania

45. Chile

46. Argentina

47. Kuwait

48. Latvia

87. Turkmenistan

88. Dominican
Republic

&9. China

90. El Salvador

91. Sri Lanka

129. Bangladesh

130. Ghana

131. Cameroon

132. Myanmar
(Burma)

133. Yemen
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7. Netherlands

8. Canada

9. Sweden

10. Germany

11. Japan

12. South Korea

13. Switzerland

14. France

15. Israel

16. Finland

17. Iceland

18. Belgium

19. Denmark

20. Spain

21. Hong King

22. Greece

23. Italy

49. Montenegro

50. Romania

51. Croatia

52. Uruguay
53. Libya
54. Panama
55. Saudi Arabia
56. Mexico
57. Malaysia
58. Bulgaria
59. Trinidad and Tobago
60. Serbia
61. Belarus
62. Costa Rica

63. Peru

64. Albania

65. Russian Federation

92. Thailand

93. Gabon

94, Surname

95. Bolivia

96. Paraguay

97. Philippines

98. Botswana

99. Moldova

100. Mongolia

101. Egypt

102. Uzbekistan

103. Micronesia

104. Guyana

105. Namibia

106. Honduras

107. Maldives

108. Indonesia

134. Benin

135.
Madagascar

136. Mauritania

137. Papua
New Guinea

138. Nepal

139. Togo

140. Comoros

141. Lesotho

142. Nigeria

143. Uganda

144. Senegal

145. Haiti

146. Angola

147. Djibouti

148. Tanzania

149. Cote
d'Ivoire

150. Zambia
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24. Luxembourg

25. Austria

26. United
Kingdom

27. Singapore

28. Czech
Republic

29. Slovenia

30. Andorra

66. Kazakhstan

67. Azerbaijan

68. Bosnia and
Herzegovina

69. Ukraine

70. Iran

71. The former Yugoslav
Republic of Macedonia

72. Mauritius

109. Kyrgyzstan

110. South Africa

111. Syria

112. Tajikistan

113. Vietnam

114. Morocco

115. Nicaragua

151. Gambia

152. Rwanda

153. Malawi

154. Sudan

155.
Afghanistan

156. Guinea

157. Ethiopia

158. Sierra
31. Slovakia 73. Brazil 116. Guatemala Leone
159. Central
32. United Arab 117. Equatorial African
Emirates 74. Georgia Guinea Republic
33. Malta 75. Venezuela 118. Cape Verde 160. Mali
161. Burkina
34. Estonia 76. Armenia 119. India Faso
35. Cyprus 77. Ecuador 120. East Timor 162. Liberia
36. Hungary 78. Belize 121. Swaziland 163. Chad
164. Guinea-
37. Brunei 79. Colombia 122. Laos Bissau
123. Solomon 165.
38. Qatar 80. Jamaica Islands Mozambique
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39. Bahrain

40. Portugal

41. Poland

42. Barbados

Methodology:

&1. Tunisia

82. Jordan

83. Turkey

84. Algeria

85. Tonga

124. Cambodia

125. Pakistan

126. Congo RC

127. Sao Tome
and Principe

166. Burundi

167. Niger

168. Congo
DRC

169. Zimbabwe

For more information about the methodology used to calculate the HDI, please see the "Source

Materials" in the appendices of this Country Review.

Reference:

As published in United Nations Development Programme's Human Development Report 2010.

Source:

United Nations Development Programme's Human Development Index available at URL:

http://hdr.undp.org/en/statistics/

Updated:

Uploaded in 2011 using ranking available; reviewed in 2015

Life Satisfaction Index

Life Satisfaction Index
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Life Satisfaction Index

Created by Adrian G. White, an Analytic Social Psychologist at the University of Leicester, the
"Satisfaction with Life Index" measures subjective life satisfaction across various countries. The
data was taken from a metastudy (see below for source) and associates the notion of subjective
happiness or life satisfaction with qualitative parameters such as health, wealth, and access to
basic education. This assessment serves as an alternative to other measures of happiness that tend
to rely on traditional and quantitative measures of policy on quality of life, such as GNP and GDP.

The methodology involved the responses of 80,000 people across the globe.

Rank Country
1 Denmark
2 Switzerland
3 Austria
4 Iceland
5 The Bahamas
6 Finland
7 Sweden
8 Iran
9 Brunei
10 Canada
11 Ireland

Score

273.4

273.33

260

260

256.67

256.67

256.67

253.33

253.33

253.33

253.33
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12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

Luxembourg

Costa Rica

Malta

Netherlands

Antiguaand Barbuda

Malaysia

New Zealand

Norway

Seychelles

Saint Kitts and Nevis

United Arab Emirates

United States

Vanuatu

Venezuela

Australia

Barbados

Belgium

Dominica

253.33

250

250

250

246.67

246.67

246.67

246.67

246.67

246.67

246.67

246.67

246.67

246.67

243.33

243.33

243.33

243.33
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