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Executive Summary

Prospects for Japan-North Korean Economic

Cooperation
Jiho Shin

Snce the inter-Koreen summit mesting, which has acoderated bringing about a
new order on the Koreen peninaula, the South has been howing keen interet in
Jppans economic cooperdtion with the North.  This is because the economic
conditions of the North will be greatly influenced by when and how Jgpan, the
second-largest economy, will pursue economic cooperation with the North. Future
South-North economic coogperation drategies will be hugdy affected by the outcome
of this decison.

Japan has made efforts to improve reationships with the North by gradudly and
deedily promoting economic exchanges with them. Howeve, Jgpanee companies
have been passve in and even negative toward their cooperation with the North since
the mid-1970s, when the Narth could not repay trade loans to Jgpan. A sies of
events during the past ten years, auch as uspicions of nuclear ams development and
the firing of a Dagpo-dong missile, have aggravated Jgpanese public sentiment toward
the North. The only Jgpanese-North Koreen tie has been Jgpanese food ad for
famished North Koreens. In contrast, however, North Korea hopes to revive
economic support from Jepan.

The economic cooperation between Jgoan and North Korea will only sat in
eanest ater the nomdization of diplomaic rdations between these two countries.



But it will only be possble when the prablems involving the missile firing and the

Norths kidngpping of Jgpanese citizens are resolved.

If the normadization of diplomatic reaions between the two countries is redized,
Jgpan will likdy provide financid assistance worth USD 5~10 hillion to the North in
the fom of goods and services. No doubt, this will hugdy affect the future
economy of North Korea, whose economic scde is aurrently minima. The Souths
role in this is to make preparations in advance to see tha these funds are used
dfectivdy. Firg, South Korea should shift its previous view on the econamic
cooperation with the north from focusing only on bilaterad cooperation between the
two Koress to focusing on the economic recovery of the North by cooperating with
Jpan and intanaiona finencid orgenizations.  Second, it should ensure tha
Jpanexe financid assstance should sarve to bring aout systemic reforms in the
North Koreen economy that can lead to the improvement of its efficiency. Findly,
the South should seek ways to actively participate in this process.
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