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ganization (KEDO) is a vital part of US policy to ability to carry out its role, and while South Korean Presi-

promote peace and stability on the Korean pendent Kim Dae Jung’s “sunshine policy” may stabilize
insula and to stem the global spread of nuclear weaghat relationship, it is too soon to tell. The DPRK-Japan
ons. Created as a result of the 1994 United States-Nontblationship, which is critical to KEDO’s continuing
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Korea Agreed Framework, work because of Tokyo's
which offered energy assis billion-dollar contribution
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end to the North Korean VIEWPOINT: project, has never been

I d, but t back se-
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KEDO has now been oper

ating for over three years. EN ERGY DEVELOPM ENT DPRK rocket test over

In that time, KEDO has de- Japanese territory. KEDO
livered more than one mil- ORGANIZATION: has insufficient funds to
lion tons of heavy fuel oil carry out its oil deliveries

to the Democratic People’s ACH | EVEM ENTS AN D in the near term and its re-
Republic of Korea (DPRK) actor project in the long

and begun a multi-billion CHALLENGES term. Finally, KEDO'’s

dollar reactor project in that , ability to carry out its re-
country, both activities re- by Joel Wit actor project will be se-
guired by the Agreed verely stressed in a few
Framework. Inthe process years when the Interna-
KEDO has also provided some less visible benefitgjonal Atomic Energy Agency (IAEA) will have to cer-
which | will outline below. tify the North as free of nuclear weapons before key

However, KEDO faces many challenges, both imuclear components for the reactor are delivered.

implementing its projects and in dealing with North This viewpoint seeks to make clear KEDO's essen-
Korea. First and foremost, events over the past year hatially positive role since it was established in 1995, in
severely challenged the Agreed Framework and threabrder to make the case for preserving KEDO despite the
ened KEDOQO's existence. In summer 1998, the US intekurrent difficulties confronting the Agreed Framework.
ligence community reported that it had discovered whdtwill pay special attention to the future challenges faced
may be an underground nuclear weapons facility iy the organization and how it must deal with them if it
North Korea, a possible violation of the 1994 accordis to continue its work effectively. This viewpoint will
Then, on August 31, 1998, Pyongyang conducted thfirst briefly review the history behind the establishment
first launch of a new long-range rocket, the Taepodongnf this new organization. It will then describe KEDO'’s
Although this launch was intended to put a satellite iuseful role in promoting nuclear nonproliferation norms
space, the same system could also be used to delivar the peninsula, in encouraging indirect North-South
weapons of mass destruction. Frequent US-North Kddialogue, inoromoting modernization/engagement of
rean meetings have prevented collapse of the AgregdeNorth, and in harmonizing various national policies
Framework through this writing (in January 1999), buibn an important regional security issue. Finally, the view-
there is a growing sense that events on the ground gueint outlines the challenges posed by domestic and re-
rapidly outpacing diplomatic efforts to deal with them.gional politics, funding shortfalls, and future

KEDO also confronts other challenges. US domesti&equirements for implementing international safeguards

political support for the Agreed Framework has never

been strong, and has been pushed to the breaking poiiglel S.wit is the Agreed Framework Coordinator in
by developments on the peninsula. The appointment @he US Department of State, Bureau of East Asia and
former Secretary of Defense William Perry to reviewpgacific Affairs. Mr. Wit wrote this viewpoint while he

US policy—mandated by Congress—may help restorgas on leave as a Senior Associate at the Henry L.
some support, but the outcome is by no means certaigtimson Center in Washington, DC.
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in North Korea, and proposes some ways to address thesd-ollowing the completion of the Agreed Framework,

challenges. the United States, South Korea, and Japan had to move
quickly to establish a new international organization,
ORIGINS OF KEDO KEDO, so implementation could begin. In March 1995,

KEDO s etablshed s el o e 1994 U] 1Al arners cache ageement on g charer e
States-North Korea Agreed Framework, which ended & g

crisis over the North’s nuclear weapons program. Nort pon an Exe_cutlve Board of memb(_ars_ drawn from these
; three countries. While efforts to gain international sup-

Korea’s nuclear weapons program seems to have begun

in the 1960s. While Pyongyang's willingness to joinport over the next few years made progress—the most

the Treaty on the Non-Proliferation of Nuclear Weap-nOtable achievement was the accession of the European

ons (NPT) in 1985 helped alleviate international Ccm}Jnion to the Executive Board in 1997—that support still

cerns. its continued construction of facilities at thE;‘ell short of initial expectations. Other countries were

Yongbyon nuclear installation, discrepancies in its decl_mhappy with KEDO’s centralized decisionmaking

laration to the IAEA of past plutonium production, andstructure, did not want to finance what they viewed as

its threat to withdraw from the NPT triggered a SIOW_esse_ntlally a South Korean _commeragl enterprise, and
onsidered KEDO an American creation. In any case,

_motio_n cri_sis beginn_ing in early 1993. The crisis reacheﬁm most immediate result was a shortfall in funding
Its height in the spring of 1994, when North Korea be; EDO heavy fuel oil deliveries in 1995, a shortfall that

gan to unload spent nuclear fuel from its five megawatt ) .
L : as continued to grow up until the present day, threaten-
reactor at Yongbyon, possibly in preparation for repro- L 2
; . : . ing the organization’s viability.
cessing. A trip by former president Jimmy Carter to

Pyongyang at this critical moment helped avoid further Building credibility with North Korea was critical for
escalation and paved the way for new bilateral meeting$EDO. Pyongyang was not averse to the idea of an in-
between the United States and North Korea. ternational consortium providing the reactors, but it was

not enthusiastic about the South playing a central role in

As a result of high-level talks held between the Unite(ghe project. It wanted a strong US role, and it was con-

tshtsttiﬁeaggoaggz I;? IriZ?]tlr\]/v;'tjelz)r/ rlei%tlc,)rz t()f\i\?g; ()a :Jaeg:rerned that once KEDO was created, US interest would
rapidly diminish, forcing the North to deal directly with

critical to halting the North Korean nuclear Weaponﬁ e South on implementation of an agreement with the

program. Such reactors .COUId. meet the energy nee nited States. The United States took steps to reassure
claimed by the North while being more proliferation- . " . )
the North, particularly a political commitment in the form

resistant than the reactors the North had already built %? 21994 letter from President Clinton to DPRK leader

had under construction. Although the United States e‘iim Jong Il that the United States would provide the

amined a number of options—including providing the o )
. P , gp 9 reactors and heavy fuel oil if all else failed. But for the
reactors itself—the only possible alternative seemed to. : o
. e : eight months following the signing of the Agreed Frame-
be securing the reactors and their financing overseas.

. . , work, the North tried to avoid first having to accept the
Reflecting long-standing concerns in the South abOLﬁorean Standard Nuclear Plant, and then explicit recog-
being left out of US talks with the North, the Republic ' b 9

: . L nition of the South’s central role in the project. Its effort

of Korea expressed a clear interest in providing both the . oo S
timately failed: in June 1995, the North reached a joint

reactors (the Korean Standard Nuclear Power Plan ) . o )
. . statement with the United States recognizing KEDQO'’s
based on a US-designed reactor) and substantial financ- . -
: . . role in providing the reactors. That same day, the KEDO

ing for the project. Japan stated that it would also pro- ) . ) .

vide financina for the South Korean reactors. B xecutive Board declared that it had decided to provide
9 X ythe North with two reactors of the Korean standard plant

September 23, when high-level talks were to resum(?ﬁodel and that it was authorizing discussions with the

the concept of an international consortium providinq(orean Electric Power Company (KEPCO)—a South
South Korean-made and -financed LWRs, and any Ir’Rorean firm—in connection with the prime contract. In

terim energy source required by the DPRK, was in plac (ugust, KEDO commenced heavy fuel oil shipments to
It became a critical feature of the Agreed Framewor

: the North, and KEDO-DPRK talks over the next few
signed on October 21. : .
months led to a reactor supply agreement, signed in
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December 1995. KEDO has continued those efforts sin@oply IAEA safeguards to the reactors and nuclear ma-

then. terial transferred pursuant to the Agreement, as well as
any nuclear material used therein or produced through
KEDO'’S MANY FACES the use of such items, for the useful life of such reactors

. . . and nuclear material.” It further states that “the DPRK
KEDO performs four important functions: promot- ) . .
. . : . shall at no time reprocess or increase the enrichment
ing nuclear nonproliferation norms, encouraging buff- .
. : . level of any nuclear material transferred pursuant to the
ered South-North dialogue, promoting constructive . .
Agreement, or any nuclear material used in or produced

engagement between Washington and Pyongyang, a :
. - : rough the use of any reactor or nuclear material trans-
coordinating US policies with those of Japan and Sout . L

erred in the LWR project.

Korea.
In addition, under the terms of the Agreed Framework,

Promoting Nuclear Nonpro”feration Norms North Korea will probably have to conclude a bilateral

peaceful nuclear cooperation agreement with the United

KEE[))(g“C't "1 the 1.99?_A?r:eed Frarpewofrk ar;d N theStates in order to secure completion of the KEDO reac-
reactor project 1S the promotion of nuclear nony, ¢ - g,cp an agreement will be required because key

. . . t
proliferation norms on the pe_nlnsula._ The 1394 Agree?fuclear components for these reactors, covered by in-
Framework promotes both international norms, con

. ) : ; .~ fernational export controls, are likely to be produced by
tained in the NPT, and regional norms, contained in th n American company, Combustion Engineering (the

1991 South-North Denuclearization Declaration. Undekorean standard reactor being supplied to the DPRK is
the terms of the Agreed Framework, the North has t ased on an American reactor originally built by Com-

be_;:(im(_e,toncetggalr:, affull mergbel; oftthhe :\“?T ar:pl SUBLstion Engineering). A condition for such a bilateral
mit to international safeguards by the Internationa greement is that the recipient country’s nuclear pro-

Atomic Energy_Agency. The KEDO reactors V\."” n_ot beigram is under international safeguards imposed by the
completed until the IAEA conducts an examination of AEA

the North’s nuclear history. The IAEA must ensure the

North does not have nuclear weapons or unaccounted-Since the reactor project is in its earliest stage, none
for nuclear material, and that all its facilities are subOf these provisions has yet come into play. However,
jected to international safeguards. But the Agree#{EDO’s activities have led to some limited progress in
Framework also bans other facilities and related activisafeguarding the North’s program. Under the Agreed
ties, such as reprocessing or uranium enrichment, thetamework, the DPRK was required to resume ad hoc
are not prohibited by international agreement. Thesand routine inspections “under the DPRK's safeguards
activities are banned by the 1991 South-North Denuclegreement with the IAEA with respect to facilities not
arization Declaration, which essentially establishes gubject to the freeze” once the reactor supply contract

nuclear-weapon-free zone on the Korean peninsula bias signed. While these facilities—for example, medi-
has never been implemented. cal research labs where small quantities of nuclear ma-

. terial are located—are not critical to the North Korean
Under Article 1l of the 1995 KEDO-DPRK reactor uclear program, the United States specifically pushed

supply contract, the schedule of nonproliferation-relateaor this provision as a sign of good faith on the part of

“relevant steps” that the DPRK must perform to receivt?he DPRK. Following completion of the supply agree-

complete reactors should be integrated with the de"vr'nent in December 1995, the DPRK allowed the IAEA

ery schedule of the KEDO reactors. Relevant step TSR : : .
which were first established in the Agreed FrameworEo resume periodic inspections of these installations.
and are recorded in Annex 3 of the supply contract, in- . . .
clude remaining a party to the NPT, irﬁglémenting theEncouragmg Indirect South-North Dialogue
international safeguards agreement at a specified pointAn important component of US policy on the penin-

in the reactor project, and dismantling the DPRK’s exsula has been to encourage dialogue between the DPRK
isting nuclear facilities, including its reprocessing plantand the Republic of Korea (ROK). Such contacts could
The supply contract includes other nonproliferation proplay an important role in lessening tensions on the pen-
visions specifically related to the two new reactors. Arinsula and in building peace and stability. Indeed, the
ticle Xl of the contract states that the DPRK “shallUnited States insisted that the Agreed Framework in-
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clude a reference to the need for South-North dialoguen the North’s nuclear energy program, medubad-
and implementation of the 1991 North-South Denucletors, telecommunications experésd even represen-
arization Declaration, which provided for a bilateral in-tatives of postal services.

spection regime. North Korea, however, strongly resisted g, ,th-North contacts will expand and become more

such contacts because of a deep dislil_<e of th_e previolsect as the KEDO reactor project gains momentum.
South Korean government under President Kim Youngy, e the next few years, the number of ROK workers at
Sam and its behavior after the death of Kim Il Sung e sinpo reactor site will grow to 2,000, and they will
1994. That resistance has continued even with t_he N&Y% working with some 5,000 DPRK employees. Con-
South Korean government's more accommodating aRacts will also intensify between KEDO South Korean
proach to the North, the so-called "sunshine policy.” Theye sonnel, managers from the South Korean prime con-
North’s atfutude reflects an underlying fear of_too muchactor (the Korean Electric Power Company), and DPRK
contact with the more prosperous, democratic SOuth. yicials as the pace of work at the site intensifies. The
The United States has viewed KEDO as a mechanisaheer scope of interactions will make it impossible for
for “buffered” North-South contacts or, according topersonnel from other countries, particularly Americans,
Choi Young Jin, KEDO's first South Korean deputyto be present at all times. Indeed, this trend already be-
executive director, “a camouflaged inter-Korean dia€ame apparent during negotiations leading up to the
logue.™ Dialogue between the two is camouflaged beKEDO reactor groundbreaking in August 1997. As the
cause KEDO is an international organization led by theumber of issues to deal with expanded, the scope of
United States and made up of staff from other countriesljrect South-North discussions to resolve differences
including Japan and now the European Union, in addalso expanded. On many occasions, Korean experts from
tion to South Korea. Therefore, while many contacts havieoth sides would meet without the presence of officials
taken place involving South and North Koreans, mosirom other countries. These talks were conducted in a
involve KEDO staff from other countries as well. Asprofessional, businesslike fashion, and without them the
Ambassador Stephen Bosworth, then head of KEDOgactor groundbreaking would not have been possible.
stated in 1996, “given these are two countries, who at
this point, are not able to talk to each other directlyModernization/Engagement of North Korea
KEDO is a mechanism through which they can begin to

) o Implicit in the 1994 Agreed Framework and its
have something of a conversatién.

roadmap for normalization of relations between the
This conversation has taken place through a broddnited States and the DPRK is a US policy of construc-
range of contacts since KEDO was established. Soutive engagement. Rather than continue to contain and
Korean staff at KEDO have been intimately involved inisolate the North—an approach that only encourages
contacts with the North, through reactor site survey teanextremism—the United States opted for an approach that
sent to North Korea, negotiations on implementing proeffered hope for resolving differences. Key objectives
tocols to the reactor supply contract, preparation of thef constructive engagement are: (1) encouraging sys-
reactor site following groundbreaking in August 1997 tematic change through modernization in the DPRK; and
and periodic KEDO-DPRK discussions on heavy fue(2) increasing ties between the DPRK, its regional neigh-
oil deliveries to the North. These contacts have takebors, and the international community, in the hope that
place at all levels, from the most senior South Koreasuch ties will help ease tensions and build peace on the
officials on KEDO’s Executive Board to South KoreanKorean peninsula. In this context, KEDO’s reactor
construction workers now at the Sinpo reactor site workproject could form the basis for change in a key sector
ing on site preparation. Not only are many South Koreef the DPRK’s economy; will require basic changes in
ans learning more about the DPRK through thesBPRK domestic law; and could have a ripple effect
contacts, but a wide variety of North Koreans are havhroughout the entire economy. Moreover, as a result of
ing their first sustained exposure to South Koreans. Theseis project, the North will have to strengthen its regional
include government officials from the Ministry of For- and international ties to ensure the completion and ef-
eign Affairs, officials from technical agencies such adective operation of the two nuclear reactors.
the General Bureau of Atomic Energy and the Korean

. L KEDO'’s multi-billion dollar reactor project is the first
Petroleum Trading Agency, scientists who have Workega

rge-scale foreign investment and Western-style con-
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struction project in the DPRK. As such, it can provideThis will require the North to institute important changes
the DPRK with a model for future construction projectsin its current system, to make it more consistent with
This is true for all phases of work. For example, the bodgrevailing international standards, as well as to
of documentation represented by the KEDO-DPRK restrengthen its ties with the outside world. First, the DPRK
actor supply contract, the protocols for implementingwill have to write (with KEDO and other outside assis-
that contract, and the agreements for implementing thosance) and enact domestic legislation dealing with the
protocols can serve as legal and practical models for asensitive issue of liability for nuclear accidents. At the
ranging future large-scale industrial projects. Groups ofery least, that legislation will have to conform with the
North and South Korean experts effectively negotiatedccepted international norm requiring the DPRK opera-
a mini-regulatory infrastructure in the DPRK beforetor to accept absolute liability for any accidents. The
groundbreaking occurred. Documents cover everythinblorth may also choose to sign relevant international
from complex legal concepts such as liability, to comnuclear conventions. Second, not only must KEDO train
munications between the site and the home office, tplant operators, there is also a good chance it will help
local requirements for driver’s licenses for foreign conthe DPRK establish the necessary independent regula-
struction crews. tory authority. That means creating additional domestic
legislation and providing training for the regulatory of-

officials and craftsmen to Western know-how, since thef.cials and inspectors._ Al! _Of t_hese steps are required for

will work closely with their South Korean and other he DPRKto secure liability insurance from the current

counterparts on all phases of the construction projec\f‘.’orld\’vIOIe network of nuclear insurance pools.

For example, DPRK officials and workers will gain ex- Other aspects of the reactor project will require the

perience in: DPRK to strengthen its ties to the outside world and,
* operating modern construction equipment; hopefully, to become a more responsible member of the
 organizing and running a large-scale constructiointernational community. Under the 1995 KEDO-DPRK
project using modern management techniques; reactor supply contract, KEDO is not required to help
* using modern construction techniques including higlthe North upgrade its electrical power grid to accommo-
quality welding, quality control, electronics trouble- date the new reactors, although the reactors cannot ef-
shooting, and engineering standards shared by the ifectively operate without such an upgrade. Rather, it is
ternational nuclear power industry; and obligated to help the North seek financing for this part
 operating and maintaining two modern reactorsof the reactor project—3$300 to $700 million—which will
which will require extensive training in computer tech-require the DPRK to secure funding from international
nology and other skills. financial institutions or private sources. Neither will be

These skills and others are applicable not only in norfaSy given continuing legal restrictions requiring the
nuclear components of the energy sector, but in othér}n'_ted Sf[ate_s tc_> oppose loans to the DPRK frc_>m Inter-
parts of the economy, such as the chemical industry, gg\tlonal institutions and the North’s poor crgdlt stand-
well as in any future large-scale construction projecté.ng' The North WQUId seem to prefer securing such_a
In short, over the course of this multi-year project, hun'oan from the Asian Development Bank, although it

dreds if not thousands of DPRK nationals will acquiréﬂight alsc_) be possible to ggt_ private funding if it even-
skills from “foreigners” that, if the DPRK chooses, couldtually decides to sell electricity generated by the reac-
be applied to help to promote modernization (and changla rs, for example to South Korea. In any case,

in the North. More difficult to gauge but potentiallyjustI ternational financing for the power grid will be an-

as important will be the positive effect on a broad ranggther _stra_nd tying the _DPRK to the out3|_de Wc_)rld and
of DPRK nationals who will begin to realize that con-€Xposing it to the practices of the international financial

trary to the North's official propaganda, the outsidecommunity'

world, including South Korea, has much to offer the Finally, as mentioned earlier, in order to conclude re-
DPRK. actor construction successfully, North Korea will prob-

Aside from the construction of nuclear reactors, th@bly haye to reach a b_|IateraI p.eaceful nucle_ar
DPRK will need to create, with the assistance of KEDOCOOper"jltlon agreer_nent with the L_Jmted States. Aside
a broader legal and regulatory framework for the projecf.rom the fact that this agreement will be one more mea-

Particularly striking will be the exposure of DPRK
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sure to ensure the North observes international nonprdelegations to these negotiations typically include mem-
liferation standards, it might also be an important combers of the Secretariat as well as national representa-
ponent in normalizing the relationship between théives from members of the Executive Board. As

United States and the North. discussions with North Korea proceed and KEDO posi-
tions evolve, national representatives are very closely
Harmonization of National Policies involved in the process and governments often must

approve new negotiating positions. Finally, Board mem-

: From the very k_)eglnnln_g, KEDO has served as Pers approve any finished documents agreed to by
important mechanism to give South Korea and Japanl/ngDO and North Korea

“seat at the table” in dealing with a critical regional se-

curity issue, implementation of the Agreed Framework,

The United States, Japan, and South Korea consuIt(.gd_w‘LE’\lGES FOR THE FUTURE

closely throughout the 1993-94 North Korean nuclear KEDO has accomplished a great deal since it was es-
crisis and its resolution. But there was some dissatisfatablished in 1995. Still, the organization faces signifi-
tion, particularly in South Korea, about being left out ofcant challenges if its success is to continue. Perhaps the
the negotiations leading to the Agreed Framework andreatest overarching challenge is the threat to the future
the June 1995 Kuala Lumpur US-North Korean stateof the Agreed Framework stemming from North Korea’s
ment on the reactor project. Participation by South Koewn behavior, highlighted by recent revelations about
rea and Japan became essential once both had committsdguspect nuclear facility and its long-range rocket test
themselves to play important roles in the multi-billionon August 31, 1998. What is the North up to? One theory
dollar reactor project. is that Pyongyang never intended to improve relations
with the United States or the outside world. It was just

But KEDO's role goes beyond merely bringing to-"" " . ) .
gether different countries to participate in its activitiesbuylng time. Un_der this scenario, the 1994 Agr_eed
Framework was just a tactical move to lull the United

Within the boundaries set by KEDO’s mission, the Or_States. The North extracted whatever economic and food

ganization serves as a crucible in which different na= . . . o

tional approaches are forged together to create o sistance It CQUIQ’Wh”e se_cretly building nuclearwe.ap-

common view. As Ambassador Stephen Bosworth(,)ns and the missiles to deliver them. Recent revelations

KEDO's first executive director. stated in 1996 about the North’s nuclear and missile programs are seen
' as clear proof that Pyongyang has been “pulling the wool

My task is to take the overlap of interest which .,
over our eyes.

exists between the U.S., Japan, and South Ko-
rea and expand it. Each country has its own Others believe that when the North signed the 1994
national agenda in the exercise and they are  agreement, it was sincerely interested in improving re-
not identical. They are three countries dealing  lations with the United States. But any prudent
with a question in which they have a greatcom-  policymaker in Pyongyang, given almost five decades
mon stake, but over which they have severe  of hostility, is interested first and foremost in the sur-
differences on how to deal with the DPRK. vival of the North Korean regime, and would have to
The task of “harmonization” of national policies takeskeep all options open until America’s true intentions
place slowly through consensus-building rather thabecame clear. That would entail maintaining a nuclear
through majority voting procedures. weapons option and building bigger and better missiles

This fundamental characteristic of KEDO is best ”_that are not prohibited by the Agreed Framework. As

lustrated by the process of reaching protocols to implé:_’yongyang became more disappointed with thg Iack_qf
ment the December 1995 reactor supply Contrac{esults from the 1994 agreement, and as hard-line mili-

Initially, the KEDO Secretariat produces a draft Ioroto_tary elements gained greater influence, its tactics have

col, which includes contributions from various nationalb.ecome to_ugher, and it may be placing greater empha-
experts on loan to the organization. The draft protocol gl on getting ready for the end of engagement.

then thoroughly considered by the national bureaucra- No one knows for sure what are the North’s inten-
cies of Executive Board member countries. The drafions. However, it is clear that the situation is deteriorat-
continues to undergo revisions until an agreed documetitg and the United States, in cooperation with Japan and
is finalized for discussions with North Korea. KEDO South Korea, must soon take steps to avert a potential
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crisis. While a comprehensive prescription for US policy The most recent potential problems facing KEDO are
towards the North is beyond the scope of this essay, itike result of mounting pressures by US domestic politi-
clear that such an approach should include an active dipal opponents to the Agreed Framework. The Republi-
lomatic component that attempts to secure importaman majority in Congress has always been skeptical about
objectives, such as halting the North’s missile progranhe agreement, which many view as just short of, if not
and dealing with concerns about possible nuclear activeutright, appeasement. Now, in the wake of recent rev-
ties, while at the same time offering significant carrot®lations about the North’s missile and nuclear programs,
in return. Such an approach, aside from dealing with issupport for improving relations with Pyongyang is at an
sues that concern Washington, would also tedll-time low. Congress did ultimately approve the FY99
Pyongyang's true intentions and force it to make somfunding request for KEDO oil deliveries and adminis-
tough choices. Clearly, how such an initiative plays outrative expenses, but it made it contingent on progress
will have important implications for four specific chal- in stopping the North’s missile program and in inspect-
lenges that KEDO now faces: US domestic politics, ining the suspect site. If those two conditions are not met,
ter-Korean relations, funding shortfalls, and safeguarde president will either have to waive these critical cer-

implementation. tifications or acquiesce in the Agreed Framework'’s de-
mise.
Bureaucratic and Domestic Politics Congress and the Executive branch may be on an ir-

The inability of the United States and its trilateralreversible collision course, or just playing chicken. While
partners to establish a strong domestic impetus behirlde administration has been put in a difficult position, it
KEDO has had a profound affect on the organizations worth noting that Congress has always ultimately been
After the conclusion of the Agreed Framework, atten¥estrained by its fear of doing anything that will increase
tion to the dangers of a North Korean nuclear prograriensions on the Korean peninsula. Moreover, while con-
dissipated. Although for a time the North Korean issugressional rhetoric may be strong, it is likely that Con-
received steady attention and leadership from high-levegiress would acquiesce in an overall US approach of
officials, after 1994 it gradually sank back into nationalseeking better relations with the North, provided progress
bureaucracies, where key issues often languished fepuld be secured in dealing with the North’s missile pro-
months and bold decisions could not be taken. Moregram and the concerns about its nuclear program. There-
over, without the proper attention by senior officials,fore, while the situation is difficult, it still may be possible
obstacles in dealing with national legislatures becam® salvage the Agreed Framework and build some con-
more difficult to surmount, particularly since the Agreedsensus around an approach that would sustain KEDO.
Framework has never been politically popular. Such difindeed, Congress has created a possible escape route
ficulties may have been unavoidable, but they also pogBrough mandating the appointment of a senior official
serious problems since it is a politically, technically, andformer Secretary of Defense William Perry) to conduct
financially complex arrangement that requires stron@ review of US policy.
action by national governments if it is to proceed prop- \hether that review will ultimately succeed in restor-
erly. ing some consensus remains unclear. But if it does rec-

One result of the unwillingness of bureaucracies t@mmend continued adherence to the Agreed Framework
take action in a timely manner in the face of potentiafs part of a policy of engagement, embedded in its rec-
legislative opposition is KEDO’s mounting heavy fuelommendations should be adequate funding of KEDO'’s
oil debt. It became apparent in late 1996 that, if borrowprograms, particularly its oil deliveries, for which the
ing continued to fund oil shipments, KEDO’s debt couldUnited States bears special responsibility.
mount dramatically over the next year to the point when
no more deliveries could funded. All available incomeRegional Politics
would haye to pay off the_debt. Only bold action would The state of relations between North and South Korea
_have av_0|ded this mc_)untlng_problem. I_nste_ad, borrc,’WVviII affect KEDOQO's ability to carry out its mission, since
‘N9 contl_nued_from 9” s_upphers_, re;yltmg In KEDQ S the ROK plays a central role in providing financing and
current financial difficulties, an |naP|I|ty to make ship- technology for the reactor project. KEDO's short expe-
ments, and a renewal of the North's nuclear threats. ioce has demonstrated that it can only play an effec-

The Nonproliferation Review/Winter 1999 65



Joel Wit

tive role subject to the prevailing political situation onrean relationship—could help build greater positive mo-
the peninsula. The organization has been most effectiveentum behind the current approach.

v_vhen tensions are manageablg; it has been unable to funcy, o August 1998 North Korean long-range rocket test
_t|on properly when tensmr_ws rise. For example, fOIIOW'overJapan illuminated the possible negative impact of a
ing the _September 199_6 Incursion of a North Kore_‘a'aieteriorating DPRK-Japanese relationship on KEDO.
submarine and some of |t_s crew into the 59“”" tens'orﬁeacting to that test, the Japanese government suspended
between the two_ Koreas increased dramatically. As thi?s participation in the KEDO reactor project. Japan is
government of Kim Young Sam struggled to round up Qlated to play the second-most important role in the re-

hanc_lful c_)f_North Koregn intruders an(?l 50‘_“_“_ Korga ctor project after South Korea. It will provide about $1
public opinion became inflamed, KEDQO'’s gc_:t_lvmes with billion in financing, and Japanese companies will par-
the North slowly_came_to a halt. Those activities resum ipate in building key reactor components. Japan ended
onlthhen ten“5|ons dls_3|pa:ced n J:afnua;]y 199; With gis suspension after a few months because of pressure
North Korean "expression of regret” for the incident. ¢,y the United States and South Korea. But with Japan
Inter-Korean political realities are unlikely to changeplanning to go to its Diet in early 1999 to secure KEDO
quickly even if governments do. The new South Koreafunding, any further North Korean missile tests or other
government under President Kim Dae Jung is trying tactions which Tokyo views as a direct threat to its secu-
take a steadier approach to the North through its so-calleily could have a negative impact on its ability to par-
“sunshine policy.” While that policy requires govern-ticipate in the reactor project.
ment-to-government contacts only on the basis of reci-
procity, it allows non-government contacts—for Insufficient Funding
example' South Korean investment in the North or_aid According to current estimates, KEDQ's projects may
provided by South Korean non-governmental organiza: \ s '¢5 16 6 billion, about $5 billion for the two
tlgﬂcs:_r;[gsprrr?;g:dsgvrgzourt)arr]()a/scso?l(qjglsc;nnso.tlgf Zugzg:nb%_actors and $600 million for heavy fuel oil deliveries,
policy . Prog ' y which will end once the first reactor is completed early
tween Hyundai and the North to open Mt. Kumgang to

tourism. Moreover, private interactions between th(=':n the nextcentury. Anticipating the high cost of KEDO's

North and South have dramatically increased, as has tR(reOJeCtS’ n .1994 the trlla_teral p_art_ners ‘?‘greed to various
. understandings on sharing this financial burden. With
number of South Korean visitors to the North.

regard to reactor costs, the Republic of Korea would
But it is too soon to tell whether this approach willassume 70 percent of the cost, Japan would make a sig-
ultimately be successful. The North is still fearful of closenificant contribution (which later turned out to be $1
contacts with the South. At the very least, it will movebillion), and the United States would seek a significantly
slowly in improving relations. At worst, it will try to smaller “symbolic contribution” from the Congress. On
reap economic benefits while keeping contact at a minheavy fuel oil, the United States would take the lead in
mum. Domestic support in South Korea for the sunshingaking a financial contribution and in raising funds from
policy seems to be widespread, but also seems to haggher countries. Japan would contribute some funds to
been undermined by continued North Korean incursionghis project.
into the South. The current regime has been able to avoid : : -
. ) ; . Unfortunately, these understandings are insufficient
suspending the ROK’s work in KEDO, due to both its, . , : . )
L . . to finance KEDO's projects. Even if the trilateral part-
political management skills and the disarray of oppos-

: o : . ners meet their previous commitments on reactor fund-
ing political forces. However, further incursions, a dete-

rioration in US-North Korean relations, or an erosion o ng, there could still be a funding shortfall of hundreds

. g f millions of dollars based on the current cost estimate.
domestic political support due to unrelated events, su ere has been insufficient funding for heavy fuel oil
as a further deterioration of the South Korean econom'F L , .

o e . . ffom the very beginning of KEDO'’s activities. Much of
situation, may make it difficult to sustain the sunshin he blame can be placed on the United States, which
policy. On the_ other hand, pc_)3|_t|ve dev_elopments—suc?verestimated its ability to raise funds from other coun-
as a broadening of economic interactions, governmeng- . o
f0-0overnment contacts. or an imoroving US-North Ko_trles, underestimated the cost of heavy fuel oil shipments,

9 ' P 9 and contributed too little of its own money to help solve
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this problem. But Japan must also share some responsise funding for the reactor program, is still quite sub-
bility. While Japan contributed $19 million in early 1996 stantial. Over the lifetime of the project, the United States
to a collateral fund for oil shipments, it later told itscould contribute as much as $500 to 600 million to
KEDO partners that that money would be withdrawnKEDO'’s oil program.

and refused to provide any additional funds for heavy In addition, the United States still faces decisions about

fuel oil. - Consequently, KEDO oil shipments began t??i:nding additional activities under the Agreed Frame-

grind_ to a halt in early 1998 because all available an ork. According to that agreement, North Korea'’s spent
anticipated funds were needed to pay off a debt approa Uclear fuel, which contains enough plutonium to build

ing $50 million. While new US appropriations duringa handful of nuclear weapons, must be shipped to an-

the course of the year and for the next fiscal year havc?ther country for disposal in the future. The DPRK has
kept the program going, those funds are not sufficient Biso pledged to dismantle its existing nuclear facilities,

complete the 1999 shipments nor to pay off KEDO’S&I’]d will probably seek outside assistance to complete

debts. this task. The cost of these two activities is unclear, but
The only solution to KEDQO's funding problems is to could easily reach tens if not hundreds of millions of
secure more contributions from Executive Board memeollars. It would seem appropriate for the United States
bers. KEDO's structure, which gives no decisionmakingo carry out these programs, in part because South Ko-
role to countries other than Board members, makes iiea and Japan are already contributing substantial funds
unlikely that non-Board members will provide moreto the reactor project. Moreover, the United States has
funds. Given the already substantial financial burdealready spent tens of millions of dollars to safely store
carried by the Republic of Korea and Japan, the role die spent fuel rods that will eventually be shipped out of
the European Union (EU) could be critical in helping tathe North. In short, it is quite possible that, over the life-
finance the shortfall in reactor funding. The EU currentiftime of the Agreed Framework, the total US financial
contributes some $15 million annually to KEDO, to pur-commitment could easily approach $1 billion. Securing
chase heavy fuel oil. While this contribution is signifi- such funds from a skeptical Congress will not be easy,
cant, the EU is capable of providing additional fundingso strong leadership from the Executive branch will be
that, over the lifetime of the reactor project, could eraseecessary.
the anticipated shortfall. It may be possible to convince
the EU to make such a contribution if European companternational Safeguards and the Reactor Project

nies are given the opportunity for significant participa- Under the terms of the Agreed Framework, “when a sig-
tion in the reactor project. KEDO’s procurement '

guidelines already provide for that possibility—a pot ofn ficant portion of the LWR project is completed but be-
$1 billion in contracts has been set aside for bidding bfore delivery of key nuclear components, the DPRK wil

: : 2 ~¢come into full compliance with its safeguards agreement
all KEDO members, including European companies. P 9 g

. . ith the IAEA.” The North also committed to take “all
Under circumstances where those companies are ablev{o

secure large contracts, the EU might be more amenab? €ps that may be deemed necessary by the IAEA o verify

10 increasing its contributions to the oraanization the accuracy and completeness” of its initial report on all
9 9 ' nuclear material in the North. Discrepancies found by the

While both Japan and the Republic of Korea wouldAEA in that initial report, provided to the Agency in 1992,
like the United States to contribute more funding to theriggered the crisis that was resolved by the Agreed Frame-
reactor project, the focus of US efforts should continugvork. Although a pause in construction is not specifically
to be KEDO'’s heavy fuel oil program. Since fundingmandated by the Agreed Framework, it is likely that, three
from other countries, with the exception of the EU, willto four years before the initial reactor is completed, the
remain small, there seems to be no alternative but f@ractical details of implementing the deal will bring about
the United States to increase its contribution to KEDQ pause in construction while the IAEA conducts a thor-
dramatically, from the $30 million appropriated in fis- ough examination to identify and place under international
cal year 1998 to about $50 to 60 million per year. Thagafeguards all nuclear material and relevant installations
amount would both gradually wipe out the existing debin the DPRK. According to the current timetable for con-
and help avoid going into the red with future shipmentsstruction of the KEDO reactors, that pause will occur some-
This contribution, while smaller than Korean and Japatime around 2002.
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That pause could pose a severe challenge for KED®orea, the more likely that this process of examining
its reactor project, and implementation of the Agreedhe nuclear past will be cooperative and not too disrup-
Framework. Based on past experience—in particular, theve. However, if political relationships have not im-
dismantling of South Africa’s nuclear weapons progranproved, this process may be more adversarial than
in the early 1990s—an evaluation of the North’s nucleacooperative. Aside from making it extremely difficult
past by the IAEA may take as long as two years even ib complete this process even within a few years, it may
the North fully cooperates. However, it is difficult to also be hard to accept any lingering doubts that are al-
imagine the North providing as much cooperation amost certain to remain after the IAEA has done its job.
South Africa, which allowed IAEA inspectors to go “any- Moreover, an adversarial process could trigger threats
where, anytime” to track down information on its nuclealand counterthreats that might undermine continuation
past. Indeed, so far, the North has refused to cooperaiéthe reactor project.

with IAEA requests to take positive steps to preserve A number of specific steps can be taken to help pre-
important historical information. Further, what will hap- are for the impending IAEA examination. First, for the

pen if the IAEA’s examination uncovers evidence tha AEA to conduct a thorough, expeditious examination
the North di‘,j r_10t_ f_u_IIy disclose info_rmation about itsof the North when the time comes, the United States
e e e oo oo o[ Tt htPyongyan rsenesimporatistor
o i ; al information. Preservation of such information is not

any addlthnal nuclear_materlal, and place it urjder SafPE\'XpIicitIy mentioned in the Agreed Framework, but it is
guards? Finally, even in the case of 309”‘ A_frlca, que1°‘r’np|icit in the agreement’s requirement to eventually
tlons_ such as _hOW much enriched uranium it prOdu?egonduct a historical examination. Since the North has
contm_ueo_l to linger even after the IAEA _co_mpIeFed 'tsinsisted, with some justification, on an implicit linkage
examination. Presumably, sth uncertainties will congeyyeen reactor construction and preservation of infor-
tinue with regard to_thg North’s nuclear past even aft%ation, the United States should seek to make that link-
the IAEA has done its job there as well. age explicit. Such an approach would require phased

A pause in reactor construction of a few years at preservation of historical information that could be keyed
time when the work force has reached its peak and wotk different milestones in the KEDO reactor project.
is rapidly progressing would force KEDO to halt con-When a specific milestone is reached, the North would
struction at the site, withdraw work crews from the Northtake the necessary steps to preserve some specific infor-
and slow down or stop work on building reactor equipmation. Such an arrangement might need to be codified
ment. While it may be possible to devise a plan to workn negotiations between KEDO and the North on the re-
around some of these difficulties, the bottom line is thaactor delivery schedule, or in a separate arrangement
such a pause may cost KEDO millions of additional dolbetween the United States and Pyongyang.

lars to complete the project. Moreover, it is worth not- Second, serious consideration should be given to ac-

?ng_ that not only KEDOS reactor project could be placecé:eleration of the KEDO reactor project. The project is
In Jeopgrdy. The shlpment aproad of the spent fuel_ Curéllready a few years behind meeting the target date of
rently in the North will beg”_] only when the MaJOr 5003 established in the Agreed Framework, and that has
ngclea_r components for the first re?ctor are delivere roader implications for establishing North Korea’s non-
Fl_nal dls_mantlement of No_rth Korea’s nuclear prograny, ciear weapons status. The United States, in coopera-
will begln_ c_)nly_wh_en the f|rs_t nuclear reactor_ls C0M-+tion with other KEDO Executive Board members, should
pleted. D|ﬁ|cultles in completing that reactor will result seriously consider whether it is possible to speed up the
in delaying these vital steps. project. Such a step would serve US interests, since it
Weathering what could be an extremely difficult situ-would speed up preservation of historical information
ation will require careful preparation to minimize theas well as denuclearization and could be used as a po-
additional costs and disruption as much as possible. Tential bargaining chip in talks with the North. It would
a large degree, minimizing disruption and maximizingalso be attractive to Pyongyang, which is increasingly
cooperation will depend on the prevailing political situ-concerned with the slow pace of the project. Given the
ation on the peninsula. The more positive the relatiorshorter timetables for similar reactor projects in other
ships between North Korea, the United States, and Soutbuntries, and even accounting for the difficulties of

68 The Nonproliferation Review/Winter 1999



Joel Wit

doing business in the North, it may be possible to cut Korea, as well as an important component in encourag-
year or more off the current schedule. ing stronger ties between Pyongyang and the interna-
Honal community. Finally, KEDO serves as an important

peaceful nuclear cooperation agreement with Pyongya liance management tool in which US, Japgnese, South
as soon as possible. Such an agreement will be necéréan, and European approaches to an important re-
sary for KEDO to complete the reactor project, sincéJlonal security issue are forged together.
the major components will be either based on US tech- Nevertheless, KEDO's future is threatened by the
nology provided to the South Koreans or built in thedownturn in US-North Korean relations that has called
United States. It may have some political symbolism amto question implementation of the Agreed Framework.
the first legally-binding agreement between the UnitedReversing this downward spiral is essential, but even if
States and North Korea. Such an agreement would altat happens, the organization will have to cope with
be another avenue for reinforcing the requirement thatther problems. Domestic support for KEDO, particu-
the North allow the IAEA to conduct a thorough exami-larly in the United States, has never been strong. That
nation of its nuclear efforts, since the agreement cannatay change if a policy review by former Secretary of
enter into force until the Agency gives the Pyongyang ®efense William Perry comes up with an approach that
clean bill of health. addresses congressional concerns and leads to adequate
S funding of KEDO projects. KEDO has also been
géL)Juffeted by regional politics, particularly the ups and
wns of North-South relations. President Kim’s “sun-

Third, the United States should begin negotiation of

Finally, the United States should consider movin
towards a more cooperative overall relationship with th

North on nuclear issues. Such contacts should, of coursg;, licv” off he b h ; f
be limited initially, but they could widen if relations Shiné policy” offers the best hope in years of a more

improve. One possible vehicle for cooperation Woulostable relationship, but much will depend on future North

be regular consultations between the US Department gprean behavior and oth_er devglqpme_qts that may
Energy and the DPRK’s General Bureau of Atomic EnStrengthen or weaken President Kim's ability to sustain
ergy. Initially, these consultations could focus on main%h'sda%p?ﬁ(:h':n ad(_:lltlcl)ErL KED.O SBprOJECtS ar(;not fully

taining the nuclear spent fuel jointly stored in the DPRK " Ie N herE ore, its Executive do?]r me_mde;& par-
but they might broaden to include US concerns abo&tﬁu "’ij t e’d urhopean Unlonfand_ t ? U_nltel tates,
preserving historical information, requirements for g °u!d provide the nec;esiilryl_un_ mgF(_)r I:Inp Ergggtl_ng
peaceful nuclear cooperation agreement, environment.p '€actor program and oil deliveries. Finally, KI IS

cleanup of the Yongbyon nuclear site, and training DPR'@pproachlng a critical and potentially stressful juncture

inspectors charged with implementing arms limitatior!" its efforts in 2002, when the IAEA will have to de-
agreements. clare the North free of nuclear weapons before the reac-

tor project can proceed. The United States, in cooperation
CONCLUSION with KEDO and North Korea,_sho_uld begin_taking steps
now to prepare for that examination. Even if the Korean

KEDO is vital to US efforts to promote peace andPeninsula Energy Development Organization has not

stability on the Korean peninsula and to stem the globa&blved all the problems posed by North Korea’s nuclear

spread of nuclear weapons. Since it was established dmd missile activities, it has provided substantial ben-

1995 as a result of the United States-North Korea Agreestits that merit a concerted effort to preserve and

Framework, aside from helping implement key compostrengthen the KEDO arrangement.

nents of that agreement, KEDO has served four impor-

tant functions. First, it has helped promote nuclear

nonproliferation norms in North Korea through provi-

sions embedded in both the Agreed Framework and Choi Young-Jin, “KEDO and the Korean Peninsula,” paper prepared for

KEDO's nuclear reactor project. Second, KEDO ha§n_eeting on the Future of the Agreed Framework, American Enterprise In-

. . stitute, March 1998.

proven to be an Important, albeit limited, channel for; remarks by Amb. Stephen Bosworth, KEDO Executive Director, before

buffered North-South contacts as the result of the nedik Henry L. Stimson Center Nuclear Roundtable, May 31, 1996.

for cooperation in building the two multi-billion dollar 8. Ibid.

reactors. Third, the KEDO reactor project serves as a

potential catalyst for economic modernization in North
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