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In addition to being provocations on an inter-
national level, North Korea’s missile tests and 
its recent third nuclear test provide evidence 
of underlying political and economic trends 
within the country. Pyongyang’s experiments 
with weapons of mass destruction provide clues 
about the domestic political situation in North 
Korea, its attitudes toward regional powers like 
the United States and China and its future ap-
proach toward inter-Korean relations.

While North Korea’s nuclear flirtations have 
aroused worldwide shock and condemnation, it 
must be noted that grandiose military displays 
have always been a part of the regime’s political 
and national propaganda, both to its citizens 
and to the outside world. Such displays arise 
from North Korea’s nature as a totalitarian re-
gime, where the leadership must demonstrate 
legitimacy through shows of force. This is dou-
bly true for a new and untested young leader 
like Kim Jong-Un.

In this sense, the Kim Jong-Un regime’s simul-
taneous attempts to send a message of military 
might along with some positive declarations in- 
dicate that North Korea is undergoing a transi-
tion. The regime is now pressed to achieve gen-
uine success stories in its economic and social 
projects, a process that will be difficult without 
making the reforms it has thus far refused to 
make. One choice, adopting a market economy, 
would be a long and dangerous process (at least 
for the regime). It would, moreover, take much 
time to adapt market institutions to North Ko-
rea’s reality, to shift the mentality of the bu-
reaucracy and to develop a workforce that can 
function in a market system. For North Korea, 
which has concentrated investment for decades 
in its military, the regime’s natural preference 
is to pursue success in military endeavors like 
nuclear weapons development and then extort 
subsidies from outside, rather than investing in 
civilian endeavors like food production. 
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Pyongyang’s “military first” history, however 
means that the survival of the regime will con-
tinue to depend on support from the army, the 
state security forces and the military industry. 
This in effect, closes off other options, as any 
change in economic strategy cannot be allowed 
to undermine the status of the existing privi-
leged classes.  Thus, the Korean People’s Army, 
the state security forces and the military bu-
reaucracy will continue to play an important 
role in economic development going forward. 
In this context, the third nuclear test was a re-
minder to the North Korean public about who 
is in charge as well as a message to the outside 
world. With new administrations coming into 
power in all of the nations of Northeast Asia, 
the DPRK is clearly announcing both that its 
regime is firmly in charge, and that North Ko-
rea will be a nuclear power. 

The primary target of North Korea’s nuclear 
message is the United States. Pyongyang’s long-
term goal has always been to commence direct 
bilateral negotiations with Washington. As a 
positive step toward this end, the Kim Jong-Un 
administration initiated the Pyongyang-Wash-
ington Agreement on February 29, 2012 to post-
pone missile and nuclear tests in exchange for 
food aid. Only one month later however, Pyong-
yang violated the agreement by performing a 
missile test. Such erratic shifts hint at oppos-
ing movements in the domestic political sphere 
from army hardliners and defense industry 
chiefs. North Korea may also want to shift the 
balance in its own favor before commencing ne-
gotiations with the US, as a nuclear armed na-
tion has significantly more leverage.

The next target of the nuclear message is China. 
To Beijing, the regime’s repeated nuclear gam-
bles serve to demonstrate that North Korea is 
a politically independent state regardless of its 
economic dependence on China. In this respect, 
little has changed since the period of Sino-Sovi-

et competition on the Korean Peninsula. North 
Korea is proclaiming once more that it has its 
own ideas regarding its political and security is-
sues. The Kim Jong-Un administration’s acts 
are in effect a declaration that the regime will 
not submit to the influence of any country, even 
a close ally like the PRC.

North Korea’s missile and nuclear ambitions 
thus pose a real challenge to China: as a nucle-
ar power North Korea can disrupt the political 
and security situation in Northeast Asia at its 
whim, while simultaneously undermining con-
trols on the proliferation of weapons of mass 
destruction. In addition, China’s new leaders 
now have the awkward task of justifying Chi-
nese foreign and defense policy in Korea to 
their own citizens and the outside world. Nev-
ertheless, and in spite of the most recent provo-
cation, Beijing is still not ready to make radical 
shifts in its policy towards North Korea.

Russia is presented with similar dilemmas. Rus-
sia’s Ministry of Foreign Affairs has unambigu-
ously condemned the third nuclear test, while 
many among the Russian public (particularly 
in the Russian Far East) are strongly opposed to 
a nuclear North Korea. At the same time some 
Russian experts still maintain that the DPRK’s 
nuclear program is a defensive reaction to mili-
tary threats from abroad. Russia’s position thus 
resembles China’s: disagreement with Pyong-
yang’s nuclear ambitions but avoidance of any 
hardline action against Pyongyang’s policy.

Under these circumstances, both China and 
Russia have maintained distance between their 
own and other’s regional positions and have 
refrained from increasing sanctions on the 
DPRK. Instead, both nations have proposed a 
new stage for negotiations between North Ko-
rea and regional powers. Beijing and Moscow’s 
reluctance to encourage further change in the 
North likely arises from the prospect of politi-
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cal change posing even more threats to their 
interests than aggressive military programs. 
Eventually, however, both Beijing and Moscow 
will need to propose some positive measures to 
stabilize the security situation on the Korean 
Peninsula and improve compliance with region-
al and international non-proliferation mecha-
nisms.

Russia in particular, as a former Communist 
state, can also remind Pyongyang from its own 
experience that internal decay is more danger-
ous to national security than external threats. 
During the Cold War era, the Soviet military 
was equipped with abundant nuclear weapons 
and missiles, none of which did anything to pre-
vent the regime from collapsing. Ultimately, in-
ternal economic and social failures rather than 
external pressure lowered the curtain on the So-
viet era. 

The third target of the nuclear test was South 
Korea, and particularly the Park Geun-Hye ad-
ministration. To Park, the North’s message is 
that any new proposals from Seoul to resume 
bilateral dialogue and improve inter-Korean re-
lations must be made in tacit acceptance of the 
DPRK’s new status as a bona fide nuclear pow-
er. 

North Korea’s nuclear and missile program is 
thus the most important part of its national po-
litical, security, economic and foreign policy 
strategy, and takes higher priority than any at-
tempts to revive the domestic economy. The key 
feature of this strategy is to divide the regional 
powers, and then to initiate negotiations with 
the United States and neighboring countries at 
the bilateral level. This explains North Korea’s 
desire to postpone any multinational consulta-
tion on the security and political situation on 
the Korea Peninsula.

At the same time, although national priorities 

on the Korean peninsula are often in opposi-
tion, there are also common political, security 
and economic interests between the countries in 
the region. It is possible for all of them to com-
promise and agree on basic goals like the denu-
clearization of North Korea and the transition 
to a more open market oriented economy, as 
well as support for increased trade and invest-
ment between North Korea and the regional 
and global economy. Other areas for coopera-
tion include the realization of regional security 
policy in accordance with UN Security Coun-
cil decisions, and the expansion of humanitari-
an exchanges in cooperation with the ROK and 
the outside world.  

One of the main tasks for regional powers is 
to decide whether to actively encourage North 
Korea toward positive political declarations of 
new leadership and a new vision for the coun-
try, or to wait for the realization of economic, 
political and security decisions on its own. In 
this case it is necessary to stress that only visible 
change in domestic and foreign policy will sup-
port such engagement, including the transition 
from a planned economy to a market economy; 
from confrontation to inter-Korean coopera-
tion; and from conflict to dialogue with region-
al powers on security, missile and nuclear issues. 
Simultaneously, North Korea will need to see a 
reduction of its military forces, and a transition 
from an isolated to open society. 

Notwithstanding the foregoing conditions, the 
third nuclear test does not mean that Kim Jong-
Un has completely abandoned the task of mod-
ernizing the national economy, and occasion-
al efforts at attracting foreign investment can 
still be seen. For outsiders, however, the politi-
cal risks of North Korean business projects are 
still very high. Stabilization of the security and 
political situation on the Korean peninsula will 
make it possible to minimize political risk. A le-
gal system adequate to a market economy will 
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create a basis for strategic economic coopera-
tion between regional powers and North Korea. 
Transparency for business institutions, finance 
and banking systems will also create opportu-
nities for foreign companies to expand their ac-
tivity in North Korea. 

The third nuclear test, however, has once again 
affirmed that North Korea has no intentions of 
giving up its military first strategy. This strategy 
may intersect with the goals of domestic devel-
opment if North Korea tries to trade conces-
sions on nuclearization and inter-Korean dia-
logue in return for a comprehensive economic 
assistance package. If this comes to pass, the 
political, economic and security situation on the 
Korean peninsula will move to an unpredict-
able stage. Regional powers will face strategic 
alternatives: cooperation or competition on the 
Korea peninsula.

Accordingly positive trends in inter-Korean re-
lations can be realized if the regional commu-
nity is ready to overcome the legacy of cold war 
confrontation and the low level of trust between 
the countries involved; to address the political 
and security interests of all Northeast Asian 
countries, and to support the reduction of mili-
tary tension on the Korean peninsula. Territo-
rial and regional political disputes in Northeast 
Asia are no longer latent, but are emerging as 
genuine international problems.

Northeast Asia is now at a crossroads. Pros-
pects for the Northeast Asian countries are 
closely connected with their prospects for mod-
ernization and regional integration as well as 
their ability to support political dialogue, ex-
pand regional humanitarian exchanges, and 
stop the proliferation of weapons of mass de-
struction. Such issues go beyond solving the 
problem of denuclearization of the Korean pen-
insula to encompass the realization of Korea as 
an integral part of North East Asia’s regional 

security system. Denuclearization of Korea can 
then be viewed as a pilot project for institution-
alization of international relations in North-
east Asia. As a result, discussions would expand 
from denuclearization to regional security trea-
ties, economic agreement and humanitarian di-
alogue. 

The five regional powers in Northeast Asia 
(South Korea, the US, China, Japan and Rus-
sia) have already successfully cooperated at the 
UN Security Council on North Korean nucle-
ar issues, elaborating a common position and 
adopting official decisions on the situation over 
the last two to three years. Pyongyang’s decision 
in 2012-2013 to ignore any recommendations 
from foreign countries and achieve its missile 
program was opposed by all regional powers. 
This means that it is possible for these countries 
to pursue common goals on key political and 
security issues and jointly support inter-Korean 
integration and unification.

For the time being, the political situation on the 
Korean peninsula and in Northeast Asia will 
continue to be complex. On one hand, it will 
become increasingly difficult for the DPRK to 
resort to its traditional extortion tactics under 
current conditions. The new North Korean ad-
ministration must at least slightly improve its 
economic situation if it is to remain in power. 
On the other hand, stabilization of the politi-
cal situation on the Korean peninsula over the 
long-term will depend on the coordination of 
joint measures by regional powers as well as the 
political will of these countries to initiate “five-
party talks” to support regional security, politi-
cal dialogue and economic cooperation. Under 
these conditions, the regional powers of North-
east Asia will have no choice but to increase co-
operation at the UN Security Council and to 
discuss prospects for international dialogue at 
the “five party” talks level. Otherwise bilater-
al exchanges and negotiations will continue to 
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dominate relations with North Korea and mul-
tinational cooperation will be undermined.

As a result, regional powers will not be ready to 
prevent negative factors from emerging on the 
Korean Peninsula, while being unable to sup-
port positive trends in inter-Korean relations on 
a full scale. There are currently no institutions 
and mechanisms for regular consultations on 
Korean and North East Asian issues with par-
ticipants from all countries in the region. Ac-
cordingly, it is now time to discuss prospects for 
establishment of regionally specialized econom-
ic and financial institutions, taking into account 
the experience of the Six-party Talks. If region-
al institutions are established, political risks 
can be minimized and a positive climate for re-
gional economic cooperation can be expanded, 
providing a more fruitful approach both to the 
North Korea issue, and the various other issues 
that arise in Northeast Asia. Promoting more 
inter-Korean integration may also be an oppor-
tunity to realize an efficient system of regional 
dialogue and stability as a necessary element of 
the area’s security system and multilateral eco-
nomic cooperation.

Because regional security depends on the situ-
ation on the Korean Peninsula, the security 
infrastructure and military activity of NEA 
countries must be adapted in line with the lev-
el of inter-Korea integration. This means that 
economic exchanges and business infrastruc-
ture should be expanded while military maneu-
vers on the Korean Peninsula and adjoining re-
gions as well as military infrastructure should 
be gradually downsized. At the same time, in-
formation exchanges between Northeast Asian 
countries on security issues must be greatly im-
proved. 

Destabilizing factors within North Korea, in-
cluding decay of industry and infrastructure, 
and chronic food shortages cannot be abated 

under the current economic system, and it will 
be impossible to modernize the country without 
foreign assistance. It is not possible for North 
Korea to produce both nuclear weapons and 
sufficient food and consumer goods at the same 
time. Under these circumstances, North Korea 
will likely continue to resort to extortion, as was 
typical for the Kim Jong Il’s regime.   

North Korea, moreover, sets a dangerous prec-
edent for other underdeveloped countries in 
producing bombs rather than goods.  If other 
countries take up North Korea’s example, in-
ternational stability and cooperation will be 
undermined. Many underdeveloped countries 
are totalitarian regimes or failed states. The 
great task of the five Northeast Asian coun-
tries (other than North Korea) is to prevent 
the emergence of this trend. The major issue 
for both Korean states and regional powers is 
North Korea’s involvement as a denuclearized 
state in the processes of international coopera-
tion on the Korean Peninsula and in Northeast 
Asia as a preliminary stage of inter-Korean in-
tegration. 
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Most Authoritative Trend Forecasts in Korea Since 2008

“Be the First to Catch Korea's 
Latest Consumer Trends.” 

Rando Kim A professor in the Department of Consumer Sciences of College of Human Ecology, Seoul National University. He is a 
researcher of consumption trends and a bestselling author. He currently does consulting for top Korean companies, 
including Samsung Group, Amore Pacific, CJ CheilJedang, Lotte Mart, Cheil Worldwide, and so on. Since 2008, Con-
sumer Trends in Korea has been released every year-end, offering indicators of the Korean economy and consumer 
culture for the near future to leaders and executive managers in every industry, in addition to general consumers. He 
has lectured to business leaders and CEOs at several business communities including Samsung Economic Research 
Institute(SERI), Korea Chamber of Commerce, Federation of Korean Industries since publication of the Korean edition 
in last November, which is ranked at the top of the business bestseller list.  For English edition, he is scheduled to de-
liver speeches to foreign business communities in Korea and a group of foreign institutional investors in Hong Kong. 
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Decode the meaning of COBRA TWIST,
a keyword which represents Korea 
in the “Year of Snake” 

C	 City of hysteria
O	 OTL... Nonsense!
B	 Bravo, Scandi-mom
R	 Redefined ownership
A	 Arrival of detox fever
T	 Tiding-over burnout society
W	 Whenever U want
I	 Inconvenience is welcomed
S	 Solitary lounging
T	 Taste, the ascent thereof

SERI(175X270).indd   1 2013.4.4   5:19:36 PM


