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Northeast Asia and Korea’s Reunification 43

[Introduction]

: Chancellor Schmidt, it’s very nice to meet you here. I appreciate very
much your accepting the invitation to this interview program. Korea is now
celebrating the 50th anniversary of its liberation from Japanese rule. And as you
know, Korea is emerging as one of the biggest economic powers in the world
in terms of GDP. It is ranked 11th in the world in terms of GDP. In terms of
trade volume, it is ranked 12th among the major economic leaders in the world.
So, looking back at the record of Korea’s recent history, we know it is very
important at this moment to configurate programs for the next fifty years and
for another 100 years of Korea’s development plans. Since you have vast
experiencés in politics, international economics, and also many social and cultural
aspects of the world, I think it is a very opportune time for both of us to talk
about Korea’s future, its unification programs, and its further economic
development. I really appreciate your participating in this program one more time.

This program is sponsored by KBS and KIEP. Thank you very much.

: Thank you for your invitation, Dr. Yoo. I think to look ahead over
fifty years is asking a little bit too much. The first time I visited Korea was in
the late 50s, more than 35 years ago. And nobody in 1959 would have anticipated
the enormous economic success which you have achieved over the last 35 years.
Nobody would have looked that far ahead. So my experience is that one should
have long-term goals before one’s eyes, but one’s policies should concentrate
more or less on the next 4 or 5 years, at the most, 8 to 10. Let me also mention
that I have friends in your country. We meet on a regular basis and exchange

views on several topics of common interest. And they are also the people from
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whom [ learned most about the present situation of your country and about your
country’s future. It seems to me that the future of Korea, generally speaking,
has to be seen in the Broader Northeast Asian context. One is the future of
China, and one is the future of Japan: these are two very important factors as
regards the future of Korea. Also, to some degree, Russia will play a role. Russia
is still a giant. China already is a giant, although the United States of America

doesn’t understand that as of yet, and Japan is a potential giant.

_ :Economically speaking?

 : Financially speaking. It hasn’t as of yet made foreign political use of

its financial power. But it could. And then, it will be a world power. Well,

having said this, I am ready to answer your questions.

[International Dimension of Korea’s Unification]

- {:So, you were just beginning to mention about major regional powers
like China and Japan. Potentially Russia as well. But looking backwards a little
bit, Korea’s history indicated that Korea has been benefitted by these countries
at one time, but most of the time, these countries seemed to have shown very
strong interests in the Korean peninsula. So, these three big regional powers, plus
the United States, should play very important roles in the future, particularly in

terms of Korea’s reunification.
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'Schmidt|: The three countries which you mention in the first place, China, Japan
and Russia, for quite a period of time, have shown two great interests in Korea.
The Japanese conquered Korea, and then later on, one of the outcomes of World
War II was the division of Korea. And then, Russia and China have assisted
North Korea in maintaining the very strict border and the enimity. All this leads
to a situation where, at present, as you correctly have mentioned, the United
States of America does have to play a balancing role in that part of the world.
To quote a remark from my Singaporean friend, Lee Kwanyu, the United States

of America presently is the least suspected power in the Far East. And this

relates to the American balancing potential.

7]:On the part of U.S. roles, Mr. Lee’s comment may be right, as far as

other big powers are concerned. We could check on their attitude toward the
reunification of the Korean peninsula. Well, as you recalled, the Chinese army
had participated in the Korean War one time, and the Soviet Union, at one time,
was one of the big powers behind the scene of the Korean War. Japan is also
very nervous about the growing powers in the North, including China, and perhaps
Russia in the future. So they, all these countries, would like to see the Korean
peninsula as a buffer-zone in this power struggle in the Far Eastern Asian region.
If that is the case, we are not quite sure whether these neighboring big 'powers

would like to see the Korean peninsula being unified or the same state.

Schmidt|: Well, if one puts oneself into the shoes of the Chinese leaders, it seems
to me that the Chinese, if they think ahead in the long run, would not be opposed
to the Korean reunification. China, being in population twenty times as large as

Korea, would not really oppose Korean unification, except under the case that



46

this would happen under Japanese sovereignty. But this case of course will not
happen. The Russians, I think, would find it, in the long run, in their interest
to have a strong unified Korea. And this may be the case because of their
consideration of the future world power role of China. The Japanese may be the
ones who are least interested in Korean unification. On the other hand, many
Japanese do today feel that they owe something to the Korean nation; They, just
a couple of days ago, had a bitter debate all over Japan and in the Japanese
parliament, over whether they should offer apologies to the Koreans. Other people
of Japan oppose this. But for the most part, they want to feel that there were
enormous crimes by Japanese individuals on the Korean péninsula and against
Korean people, particularly in regards to the so-called “comfort women.” I have
a feeling that within the next ten or fifteen years, the Japanese will come around
and revise their present resolved attitude. But still, Japan will industrially look

at Korea as a great competitor. And you are a competitor.

[International Role of Japan]

:Right. But as you just brought up, the Japanese attitude to the past
was quite different from the German attitude right after the War. Germany made
it absolutely clear that the second World War was caused by themselves, and
Germany went out courageously and made apologies to the concerned parties.
What do you think is the reason why the Japanese still are holding their apologies

to neighboring countries?

t|:1 have to mention three things in context with your question. First, it



Northeast Asia and Korea’s Reunification 47

was the French who stretched out hands for reconciliation with Germany; it was
not Germany. It was the French who invited the Germans for cooperation. And
we took that. Jointly, but in the main and in the beginning, certainly under
French leadership, did we develop the concept of a European Economic
Community. Six states at the beginning, France, Germany and Italy, and the
Belelux countries, Belgium, the Netherlands, and Luxembourg, lay on this. The
European Economic Community was enlarged. For instance, Britain became a
member. We enlarged from six to nine, and then to twelve. Now, it’s fifteen
countries, and other would-be members will join rather shortly. Second, it was
on German initiative in the 1970s under the banner of “Ostpolitik” that we tried
to develop a better understanding between West Germany on the one hand, and
the Soviet Union, Poland, Czechoslovakia, which in the mean time broke into
two pieces, and East Germany and other countries under communist rule on the
other hand. The further point that I would like to answer is the fact that the
Japanese mentality and the German mentality are very much different from each
other. Tﬁe Japanese mentality has do with the historical development of Japan,
having been closed againét the rest of the world until Meiji. It’s an insular
mentality, whereas Germany, located in the middle of a very small continent,
Europe, does have nine direct neighbors. Nine neighbors whose territories are
immediately at our borders. Japan has no close neighbors. This, in a way, may
be the beginning of the explanation for the different psychologies that Japanese
still are insular in many ways. Not totally different from the British, who also
live on an island, but very much different from the Germans or Austrians or

Dutch or French.

: Does it have something to do with oriental culture or some sort of
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racial kind of characteristics?

Schmidt|: No, 1 would not think so. It does not have much to do with cultural

heritage of the East Asian nations. For instance, I don’t see any parallel between
the Japanese and Chinese in this respect. Maybe to some degree with the Koreans,
I am not sure, but they differ very much from Chinese. Japanese havé an insular
mentality, despite the opening up of Japan under the Meiji Emperor, which was

now 125 years ago.

| :Well, as we are talking about Japan’s insular mentality, we are very
much concerned about Japan’s economic policies. Now, it’s subject to the criticism
of many other countries. Japan is making trade surplus with practically all the
countries in the world. But making trade surplus accumulate worries, and the
country itself is very vulnerable to criticism from all over the world. Even in

such criticisms, Japan would not like to open up their market and try to reform

the distribution.

of Japan. Japan is the greatest economic nation in the world, providing capital
to many many others. For instance, the American finance ministry could not

finance this budget without Japanese savings.

: Yes, there is a theory as well.

Schmidt| : No, that’s not a theory, that’s the fact. The Germans’ finance ministry

today could not finance its budget without Japanese capital exports. You shouldn’t
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be too concerned about Japanese economic policies. Economic policies of Japan
are, in the main, denying their own people a higher standard of living. They
could have much better housing, for instance, if they concentrate on investment
at home. They are living in rabbit houses, as some people say. And their
infrastructure, their social security structure is not sufficient. They could easily
finance a much better security structure if they forgo the greater part of their
export surpluses and their capital export surpluses as well. If I were a Korean,
I would be more concerned about the Japanese psychological attitude vis-a-vis
the Korean nation. And maybe that the political elite in Korea, the political elite
in Seoul, should consider whether they stretch out a hand for reconciliation as
the French did vis-a-vis Germany decades ago. Otherwise, you will put the
Japanese‘into a corner, out of which will arise great difficulties in developing a

more neighborly attitude towards Korea.

:Right. As far as Korean attitude is concerned, I think it’s pretty much
open—mirided and ready to go ahead to reconciliation with Japan. But the condition
is that the first things come out first. That is, Japan is supposed to acknowledge
their past mistake, and then Japan is supposed to make it clear in the first place
that this tragic history is not going to repeat in this region again. And Japan is
supposed to make it official that the mistake they made during World War II

and the Pacific War should not be replicated.

buy your phrase “first things come first.” When the French stretched out their

hand, this was done in 1950, just 5 years after the War. Immediately after the

creation of the German Federal Republic, they did it. We didn’t have a chance
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even to offer our apologies for what crimes had been committed by the German
on the French. They did it first. And on behalf of their invitation, the German
developed an attitude of deploring what we had been doing. It’s my chance to
give you advice. Not to the Japanese, but to Korea. If I was in your spot, I
really would consider to do away with this idea of “first things first.” Maybe
you could even manage a great advantage for yourselves if you stretéh out your
hand. On the other hand, as long as this hidden tensions between Seoul and
Tokyo does persist, does continue as long as this has been continuing, the chances

for the reunification of the Korean nation will be to some degree impeded.

: Well, that is one of our concerns as well. But as far as the economic

front is concerned, things are getting better between Japan and Korea. Particularly
in recent years, Japanese businesses seem to show a very strong interest in
collaborating with Korean businesses, partly because of Yen appreciation, partly
because of the Japanese restructuring policies. Some of the less competitive
industries should be transferred to other countries, and Korea is considered one

of the best candidates for places  for Japanese firms to be transferred to.

t:If you look at the situation in Tokyo, it is not the politicians who

define economic policies. It’s not the politicians and the Japanese parliament who
define financial policies. In fact, it is the .Japanese bureaucracies in command of
the Ministry of Finance and the MITI, and to a small degree also the foreign
office. And the politicians don’t really interfere with these economic policies. I
am not so sure who is making economic policies in your capital. I have a feeling
that in Seoul, it is in the hands 6f the presidents, one after the other. But I may

be mistaken. Let us go back to one of your earlier remarks about Far Eastern
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culture. There are three great nations in the Far East. If I look onto your part
of the world through European eyes, there are the Chinese, Japanese and Koreans.
And it seems to me that cultural tradition is mainly due to Confucianism, that
all three nations tend to believe in the legitimacy and to believe in the
adequateness of authority from higher above. Confucianism doesn’t make it easy
for democracy. Neither in China, nor in your country, nor in Japan. In that
regard, Japan may be a little more advanced than the other two. But as I said
earlier, it is bureaucracy that governs the economy. I wonder whether the present

day Communist Party in China is more communist or more confucianist.

[China’s Reform and its Prospect]

‘00 |: Well, if China had taken up Confucianism in the past, then the system

would not have been that way, with one party dominating the whole thing. That
is, the Chinese Communist Party and the secretaries of the party are dictating

practically all aspects of Chinese society.

midt|: That is right. I have known Mao Tsetung, and I have known Deng
Shaoping, for 20 years now. And I think it is an amazing phenomena that Deng
Shaoping in his late 30s was able to bring about an enormous evolution of
economic thinking in his communist party. And this is due to the personal
authority of the man, and personal authority has something to do with the
preponderance of Chinese people to look to the man on the top. It’s not a typical

communist party. It’s typical for Confucianist societies.



52

: But the one thing absolutely different from Confucianism is that the
basic underfooting of Confucianism has been long denied by the Communist
Party policies. For example, one of the most important underfootings of
Confucianism is that you have to be the right person first. You, yourself, should
become the right person, the just person. And secondly, you should be able to
raise your family, you should be able to raise your children successfully, and

then afterwards, you should be able to run for some high ranking positions.

:1 agree. I have the feeling the family system is coming up again. It

looks like the one child policy is correct. Otherwise, the population of China
will explode. It’s already 1.2 billion people. And if they would go back to having
as many sons as they can make, they would quickly explode population-wise,
and this would not be beneficial to other neighbors-not to Vietnam, not to
Thailand, not to Malaysia, not to Korea either. So the one child policy is sound.

It’s sensible.

: Wasn’t it in their own interest?

: Oh yes, you need not convince me. I am not a communist. I am not
the Chinese Communist, particularly. No, the means by which they have
instrumented this policy, in my view, are distasteful. But the principle of one
child per family, over a foreseeable number of decades, seems to be sensible.
But I have the feeling that starting in the maritime provinces, the seaport
provinces, the family principle is coming up again as very important. The great
trial for China is whether the government in Beijing can manage to quickly build

infrastructure, particularly transportation and communication infrastructure, from
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the seaboard provinces into the inland, in order to let the inland participate in
the fantastic economic upswing from intercoastal areas, from Shanghai to

Kwangtung.

o |:1 think it will take a long time for the Chinese government to be able
to use a good part of their national budget for building up these infrastructures

that could help the inland areas.

Schmidt/: In the mean time, they will brace for fantastic inflation.

: That’s right. Because of international problems and government deficit
problems; I think it will take a long time to upgrade infrastructure. Also, I am
very much encouraged when you say that the societies along the eastern seashore

area seem to be taking up the family values.

Schmidt| : Obviously, yes.

:If that is the case, then sooner or later, these family units would want
to enjoy private property rights. Because the family value really depends upon
how much economic autonomy they can enjoy. So if private property rights are
allowed in society, then. that will undermine, sooner or later, the value system
of communist China. |

Schmidt|: 1 wouldn’t use the word. “undermine.” The Chinese people don’t

necessarily need to undermine their government in Beijing. Their ideology has

already been put aside.
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:So, in which case, the party changes its name.

: Oh, yes, it may change its name or may not. It doesn’t really matter.

It is already the situation where they changed their policies.

[t As we look at the Chinese development strategies in recent years, I

think that does compare very well with Korea’s early stage of development. Well,
Chancellor Schmidt, you seem to have given credit to the central government’s
role in economic planning and economic development. But you see at the same
time that there are quite a few economists who are specialized in Korea’s
economic growth, who are indicating that people’s eagerness and work habits,
and their educational level or intelligence level must have contributed at least

equally to the rapid economic growth in Korea. How do you feel?

vidt|: So far, yes. I am not to any degree a believer in economic planning
by a government. Certainly not in Europe, and certainly not in Korea either. The
government’s task is macroeconomic management, not planning which industry
has to produce how much or which industry has to employ how many people.
One part of macroeconomic management in my country over the last 50 years
has been to avoid two or three or four big conglomerates. We had a very strict
monopoly control and to some degree, even Russia and the Commission of the
European Union’s economy also see to it that not one big corporation can buy
up their small competitors and thereby become a monopoly, attain a monopolistic
situation. To avoid monopoly, to avoid cartels, there need to be given chances
to medium-size corporations and family corporations, and I think this is a sound

policy.
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[Korea’s Segyehwa Program]

: Right. We, our government, recently proposed the so-called Segyehwa
movement. Segyehwa is a Korean term. I think the closest English term is
globalization. Globalization, not just in the economic area, but the political areas,
and social and cultural areas. And the concept of Segyehwa is first that Korea
is supposed to aim at becoming one of the leading nations in the world in many
aspects, as quickly as possible. In order to do that, well, politically, Korea must

complete the democratization process which it is now undergoing, and-:-

: There is a great distinction between a country in which an elected
president.sets the policy and the Japanese nation where bureaucracy, never elected,
sets the policy. In regards to globalization at Korea, it seems to me that you
still have to consider whether or not you have too many regulations in Korea,
regulating the Korean economy as a whole, regulating branches of industry in

particular.

: That is one of the major areas for Segyehwa.

Schmidt

much different from the Japanese. They are over-regulated also. And your country

: Yea, you do need deregulation in Korea. In that fact, you are not very

has two giant conglomerates, maybe you have four of them. But two, Samsung
and Hyundai, are the ones that really make more than one-half of the nation’s
economy. This doesn’t seem to be very healthy. You also have these big
conglomerates in Japan: formerly, they were called Chaebol. This is not very

healthy. What one should wish to have, should desire to have, is a broad layer
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of medium-sized enterprises.

|:Small and medium-sized enterprises.

midt| : Not only small ones, shopkeepers, but also medium-sized enterprises,
medium-sized manufacturing enterprises. South Korea and Japan, you two
countries are too highly regulated, have overweight conglomerates and too narrow

a layer of medium-sized corporations.

_ |+ But, as you compare the Korean society with the Japanese counterpart,
you may have that kind of impression that they are pretty much the same. But
the adjustment mechanism in the Korean society and Korean businesses is quite
different from that in Japan. For example, the market opening to foreign
companies, foreign competitors: I think Korea’s cases are much better than the

Japanese case.

Schmidt : Yes, I will agree.

|:You look at the trade deficit with other countries, for example. Korea
used to have surplus with the United States and other major industrialized
countries. Nowadays, throughout these market opening programs, Korea has a
little bit of a trade deficit with many major industrialized countries. And then,
overall figures show a balanced situation at the moment. So, Korea doesn’t know
how to adjust? We are working on it, and on this collection of the adjustments
of private industries. They would like to work with the businessmen in other

countries, though so far it is too much. They would like to purchase cars and
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components from the rest of the world. Yes, adjustment is taking place by

initiatives of private firms, and not by the government.

with specific countries, trade balances with Japan or the United States or the

European Community. What is important is the overall trade balance. If I'm not
mistaken, the overall trade balance in Korea is in equilibrium. And this is very
good, very good. If there is one weakness in the Korean economy today, it may
be the fact that your rate of inflation is too high. It is higher than in Japan, it’s
higher than in Europe, and it’s higher than in the United States. And if I were

an economist, I would now point my finger at the inflation.

{: But they have been contained at 5.5-6% for the last couple of years.

So we were worried about rising inflations sometime this year. But so far, the

inflation pressures have not built up in Korea. It’s pretty much contained.

Schmidt|: 5.5-6% inflation is too high.

|+ A little too high. Some would like to see the rate go down in the

near future throughout the so-called Segyehwa programs. The market opening

and competition is coming from outside.

Schmidt|: What is your unemployment rate?

|+ Pretty much in a full employment situation, which is 2.2%.
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Schmidt|: 2.2% is the same as zero. By that, you could afford a little stricter

moderate policy.

[The Future of the Korean Economy]

_1:Now, let us discuss the economic future of South Korea. Having
observed the rapid growth of the South Korean economy in the past 50 years,
where would you put the South Korean economy in the next, say, five, ten,

fifteen years?

regard South Korea as a part of the industrialized world. You will become a

member of the OECD, which is not necessarily a great advantage. The OECD
membership will promote the nation’s status and allow the nation to have access
to information and knowledge. But otherwise, for your technological development,
you don’t need the OECD. For your economic development, you need neither
the OECD nor the World Bank any longer. But you will become a member of
OECD, and anybody will regard you as being a part of the industrialized world.

And a little later, the same will happen with Taiwan and Singapore.

: Well, in order to upgrade our national status, I think the education
program is also very important, you know? What do you see in the South Korean
society nowadays? There is a big generation gap between the older generations
and the younger generations in their perception of the national status in the world

community and also their perception of unification, the necessity of unification
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as well. Some young people do not even understand why it’s absolutely necessary

for the Korean nation to become unified.

Schmidt|: Yes, education is a necessary element, and you are right to put a stress
on that. Also, scientific research. Like the Japanese, you have all the intelligence
which a nation needs for playing a role in the scientific community of the world.
And you should, I think, put stress not only on education, but secondly also on
advanced studies on research - scientific research in the natural sciences, in main
technology, and also in the humanities. I have the feeling that it would be good
if there was a broadened understanding among the intellectual elites in South
Korea, if there was a better understanding of the cultural background of the
European‘s and North Americans. You understand enough about Chinese and
Japanese. You do not understand enough as of yet about Europeans and

Americans.

: Those are vefy challenging dimensions for Koreans.

Schmidt| : You are on the way to becoming a major challenger and competitor
of North American and European industries. And in order not to let this
competition deteriorate politically into political tensions, you need to have a better
understanding of the cultural background of the Europeans and of the North

Americans.

: Let me borrow some of your wisdom one more time in terms of these
nation-wide education programs. Has Germany taken up some special programs

in the past to enhance the interest of younger generations in these national
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priorities?

Schmidt| : I think the answer has to be “no”. But it doesn’t seem to be necessary.
In Germany, there is a general understanding of the importance of natural sciences,
of the importance of modern science, on the importance of modern technology
based on scientific research. There is one danger inside Germany. A'part of the
younger generations are afraid of modern technology. Some of them are too
afraid, for instance, of nuclear reactors. Others are too afraid of modern biological
technologies. This is one of the shortcomings in the psychology of the younger
generations. When I say younger generations, I would include those of 40 and
50 years, whose intellectual development goes back to the 1968. The student
generation has to be included in this term “younger generations.” Yes, this is a
problem in my country, but it is not for the government to overcome. It is for
universities to overcome; it’s for the schools. And it’s for the political parties.
As you know, Germany is a country consisting of sixteen states, and education
is not in the hands of the central government. It’s in the hands of the sixteen
states. I am very much in favor of keeping that situation. I dislike the central
government to rule every university. It’s a pity that we do not have private
universities like they have in Britain, like they have in the United States of
America. Almost 99% of our universities are state universities. And they tend to
look alike and to do the same, follow the same educational goals. I would like
to see a broader variety of different approaches in different universities. This is
a present weakness of the German society, but it cannot be overcome by the
central government. I would very much oppose the central government interfering

even more than they already do.
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{: Chancellor Schmidt, could you elaborate a little bit more on the

beginning of centralized universities or state university system?

Schmidt|: They are not centralized. They are state universities. And they are run
by the 16 Linder, not by the federal government. But this is the consequence
of the history of education in Germany in the eighteenth and nineteenth centuries.
Even in the Middle Ages, the first universities were founded by the regional
kings and by regional princes, and they have been financed by regional authorities
at all times. This had been the habit in Germany, since the beginning of the
fifteenth century even. The first universities in Germany were founded in the
beginning of the fifteenth century and in the end of the fourteenth century even,
and it hés been the habit all that time. We never had centralized educational
policies of any impact. But this also leaves to a politically balanced situation.
It is not the federal government that calls all the shots in Germany. And Linder
together can even veto a federal law, even if the federal parliament passes a bill
and says, “This is going to be law, to be written in statute books.” The majority

of the Linder can say “No, it does not.” if they dislike it.

[Implications of German Anti-Trust Policy]

: You mentioned earlier about the role of the central government in
managing the macroeconomy, especially in containing monopolies and cartels.
Could you elaborate on the anti-trust law in your country? Could you exemplify
some of the competition policies the German government put forth in order to

discourage the large corporations?
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up, decades ago, of so-called de-cartelization authority. It’s a specific authority

whose permission you have to have if you, as an automobile maker, want to
buy up another German automobile maker. You are not defeated in making better
automobiles and selling more automobiles than yesterday. And if, by competition,
somebody is being defeated, that’s okay. But if somebody is bought up, this is
not okay. And this law has not been strictly obeyed. But it has been carried out
by one government after the other. We have seen six Chancellors in Germany
since the War, and two of them were Social Democrats like myself. The other
four have been Christian Democratic Conservatives, so to speak. The present
governor, as is the present Chancellor Kohl, is conservative. But all six
governments have followed that mood. And all the same also have all six
Chancellors, the six governments, pursued what we call “social market economy”,
the assistive social stands for market economy completed by a vast network of
social security. We have never allowed social security to be just a province for
industry, big industry, nor have we left social security to individuals. And that’s
what I think the Swedes and the Dutch have been providing the mark for what

we did in Germany.

: That’s a very good policy and a good approach; what you said about
the anti-cartelization that worked beautifully to prevent the large conglomerates

from forming cartels.

Schmidt| : Nevertheless, we have had conglomerates.

,|: But when you have had the conglomerates already - we call them
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Chaebol in Korean - how did you dismantle the Chaebol which already existed?

Schmidt|: I think it would be very difficult to dismantle existing conglomerates.
But I would see to it by legislation. I would see to it that they do not become

bigger and that medium-sized corporations are given their fair chance to grow.

: Well, that’s exactly what the Korean government has in mind with the
Segyehwa program. It is going to be very difficult to split up the currently

existing conglomerates.

: Yes, I would be careful splitting up existing corporations, as long as

they are working.

: Yes, that’s right. But the Korean government is now discouraging the

conglomerates from becoming even greater than their current size.

-

[Lessons from the German Unification]

Yoo |:Chancellor Schmidt, let us turn to another topic. You had served as
Chancellor of Germany from 1974 to 1982. You have also served as a neutral
advisor for issues related to unification since the fall of Berlin Wall. From your

experiences, what could Koreans learn from the unification policy of Germany?

owned factories in North Korea, and state-owned enterprises, and, practically
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speaking, state-owned or party-owned agricultural entities. We made great
mistakes in Germany in regards to privatization of the state-owned corporations
of East Germany. We, so to speak, auctioned them away on the market, which
led to a situation where nobody in East Germany had capital enough to buy a
factory. All the factories that were auctioned away have been bought up either
by West Germans, or to a small degree by French, or Japanese. Maybe even

Koreans. I don’t know.

:Not that I know of.

:Not that I knew of. But that foreigners were of course familiar to
participate. But the mistake was that there were no East Germans. Naturally, they
couldn’t buy a factory, because they didn’t have money. We made another mistake
which may be very interesting for Korean economists and policy makers in the
case of unification. Namely, the West German government, and nowadays the
government of the united Germany, promised that within a very few number of
years, the East Germans will have the same real wages as the West Germans,
despite their productivity per man/hour still being much lower. And this led to
nominal increase of wages, and also real increases of wages, on the one hand,
but on the other hand, these wages, in terms of cost, went too high as compared
to the quality of the product. So products could not be sold in the markets of
the rest of the world, because the wages were so high that they had too high
prices. Therefore, quite a few of the employees had to be laid off. So we do
have a relatively high number of unemployed in former East Germany today,
which does not really make for a good feeling of the people, and doesn’t really

make for good political feelings of the people. Quite a few people were again
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voting for the Communist Party in Eastern Germany, out of disappointment. So
you have to consider whether or not you do the economic unification of the two
Koreas in stages or in one step. It’s a very complicated operation. We also made
a third mistake by stipulating at too favorable exchange rates between the former
East German currency and the Deutsche Mark. It was favorable for the East
Germans in the first place, but later in that second stage, they were mistakes.
It gave rise to unemployment. The unemployment rate in East Germany is at
least double that of West Germany, and in fat, about 40-50% of the jobs which
were filled in 1990 have been destroyed. Now, there are great differences between
the two Germanies and the two Koreas. In regards to numbers, we had one East
German per every four West Germans. The four West Germans had to tighten
their belts financially, in order to finance East Germany’s economic build up. In
the case of Korea, the relationship is two to one. Only two South Koreans have

to finance the economic build up for one North Korean.

Yoo |: Which is more difficult.

:Oh, yes. And it will ask for even stronger tightening of South Korean
belts. It will not be very popular in that second moments. In the first moments,
they will be all enthusiastic to evolve unification. But then, on the second day,
when they are being told that taxes are increased and their wage increases are
not as high as they are used to, then they will be disappointed. The point is, I
think, that in your case, you need your stages, and don’t try to do it all at once

as we have tried to do, with a number of disappointments.

|+ Very good advice. I really appreciate that. Even more because, you
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see, in Germany’s case, you have tried in many different ways to approach East
Germany, like you set up an office to take care of transactions between East
and West. And then, you did have communication channels between the two
nations. Also, you had an exchange of people: mutual visitations were allowed.

Even with all these trials, German unification had created many difficulties and

problems.

: Oh, yes.

|:That’s right. But as far as Korea is concerned, we have never had

communication channels between the two countries. We never had any chance
to have mutual visitation programs, and we also never had any institutional

arrangement.

: There were not outsider visitations possible before unification. All this

was the product of the unification. Before unification, the bulk of the population
of East Germany was strictly held in control. It was the same situation as in
North Korea, and it only broke up due to the breakdown of the Soviet empire,
the communist world, of the eastern half of Europe. Now, 1 have the feeling
that right now, nobody in Moscow and nobody in Beijing is really interested in
maintaining the communist dictatorship in Pyongyang. I think they are not
interested in helping them anymore. They are getting less financial help than
before. They are getting less help in terms of food than they did. So the prospects,
the economic prospects for the Pyongyang government today, are much worse
than they used to be 5 or 10 years ago. So, I think they will break down for

economic reasons. There may be uprisings. There may even be conflict inside
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North Korea. This government will break down.

3 |: Sooner or later!

Sooner or later! I do foresee opening up between the two Koreas
within my lifetime. I am 76 years old. I do foresee a unification process to start

within my lifetime. Within my lifetime, I am deeply convinced of this.

[Road to the Reunified Korea]

: You mention the process, not the unification completion. What kind
of first step would you like to recommend for the South Korean government to

the talk?

idf :1 think you should offer, even if you are rebuffed three times, you

should offer fourth time, agreements, treaties. You should offer agreements and

treaties vis-a-vis Beijing, by the way. Not just Pyongyang.

5 |:That’s Beijing’s interest.

idt| : Oh, yes. The better the relationship between Seoul and Beijing, the
better for the Korean nation. The political relations between Beijing and Seoul

are not the best ones.

, |:It’s not the best, but it’s improving rather substantially.
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Schmidt|: 1 observed the process of improvement, but so far, it’s not enough.
The Chinese, they are nurturing, they are not telling you, they are not telling
us. But in their heart of hearts, they have a cultural superiority complex, vis-a-
vis you, and even more, vis-a-vis the Japanese. At the same time, they have a
hidden technological inferiority complex, which means that they are in the
complexity of complexes. At Beijing, one has to understand this. On the other
hand, the Japanese, they have a cultural inferiority complex vis-a-vis the Chinese.
They deny to themselves that in many many ways, they have inherited their
culture from the Chinese by way of the Korean peninsula, by way of Korea.

They deny this historical fact to themselves, but it is fact.

y |:Historical fact.

. So you are dealing with two neighbors who are nurturing

in melting the dictatorship which still exists like a stronghold in North Korea.

Also, Japanese contribution would be substantial in the years to come. But as I
observed some of the economic situations in the North, I had a very rare
opportunity to visit Pyongyang and some country-side cities back in 1992, as
part of the Tuman River Area Developing Project (TRADP) at the time. What
was surprising to me was the North Korean residents having not seen any changes
out there in the international scenes, just take that for granted, that their way

of living is just right. I mean, they could not have any options.
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midt|: They have no possibility of comparison. They were closed from the

world for a long time. It seems to me that the people living in North Korea
have been living under dictatorships for one generation after another. It started
with the beginning of the Japanese rule on the Korean peninsula and hasn’t
ceased. Therefore, they have almost no means of comparing. They are totally
void of any means to compare the way in which they live with the way in which
the people live in Seoul or the people in, let’s say, Osaka. All closed off. So,
one of the pressing necessities is how one can overcome this total boycotting
of information from the outside by the Pyongyang government. Maybe through
radio: it will be more difficult to overcome it by television, but radio will be a
means, [ guess. And maybe joint ventures between South Korean corporations.
And, Chinese corporations on North Korean soil seems fantastic, but must not

be fantastic.

: That brings me to the questions that I asked a few minutes ago. That

is, East Germany and West Germany had enough chances to communicate with
each other. Letters were exchanged between the two countries, and some

westerners were allowed to visit the other side.

:Radio, and television was broadcasted.
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Schmidt|: To some degree, television. The communists in East Berlin over the

years tried to make television communication impossible, technically impossible.
But they did not succeed. There were rare parts of East Germany where our
television broadcasting couldn’t reach into. But the main means of communication

was radio.

: But the radio broadcasting was also totally blocked in North Korea. I
was carrying my own shortwave radio at that time, and I tried my best to catch
a South Korean broadcasting, but every single station was blocked by electronic
solvencies. So it is extremely difficult to penetrate into the North Korean society
to tell them, “a lot of changes are going on outside the nation”. So, that is the

most difficult part of the problem between North and South.

idt : But you will succeed.

: We’ll keep on trying.

dictatorship in the world today. The fact that all the other communistic

dictatorships have broken down in a process of withering away, like Fidel Castro

of Cuba, the Kim people in Pyongyang will also wither away.

[Preparing for Unification]

{: Well, one more final question, if you wouldn’t mind. Our nation is in
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the process of preparing for reunification. At the government level, we do have
a specialized ministry called National Unification Board. They propose all kinds
of different programs, from nuclear issues to humanitarian programs to help out
the North Korean people. But in the private sector, some people who are separated
from North Kofean families would like to raise some funds which will eventually
be used for the reviving of the North Korean economy. What other programs
would you recommend to prepare for reunification, either on the government

level or the private sector level?

Schmidt|: I don’t believe that I have any proposals to submit to this question.
As time goes by, the recipes for Korean unification may have to change, because
the situations are changing. What you need, in my view, is a public debate and
an on-going debate over the years, to come on how you should act on unification.
And it is, I think, quite understandable, even more so as it is your interests, to
hear differing views, differing concepts. It need not come from high above. Your
economiéts, political scientists, you politicians should develop an on-going debéte
on that same subject. And I think you should include into this debate, scientists
from China, from Japan, from the United States, and from Europe. They should

participate in that debate.

[Concluding Remarks]

: Thank you very much, Chancellor Schmidt. Let me summarize quickly
what we have talked about in our discussion. Number one, the national unification

is the most important national priority for Korea in years to come. In order to
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accomplish national unification, the Korean government should be able to
approach and sound the neighboring countries, particularly China, Japan, Russia,
and the United States. Also, Korea should be able to use its own economic
capacity to help out North Korea in one way or another. Korea should push
hard to find some communication channel with North Korea, so that the North
Korean people in general can understand what’s going on outside their own
country. Thirdly, an educational program would be very important, in order to
bring up, for younger generations, that this nation’s reunification is indeed the
first priority of the nation. And, number four, as the Korean economy develops
and gets into the developed country stage, Koreans must be able to undertake
some more responsibilities in the world community. And in the future, Korea,
as a member of the OECD, should actively participate in some of the major

international affairs.

Schmidt|: I do agree with your summary, but I would like to add one footnote.

Don’t make your people work too hard. You have a tendency of working too

hard. And if you speak about education, you also should not overlook the fact
that enjoying theater and literature needs some education. God did not create the

human creature just for work. There should also be some room for enjoying life.

_1:1 thank you very much. Your advice and recommendations are

absolutely invaluable in furthering Korea’s development programs and reunifica-

tion policies.

: Thank you very much!
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o |:Thank you very much. It’s much appreciated. Chancellor Schmidt,
finally, I’d like to ask for your congratulatory remarks to the Korean people on

this occasion of Korea’s 50th anniversary of liberation.

Schmidt|: Well, I think you have every reason to be proud of the unforeseen

enormous success that South Korea has been able to bring about in the last half
century. And I think it all can give you the self-assurance that you are going

to do well also in the upcoming decades, as well as the next century.

: Thank you vefy much. Thank you.
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