State, Globalisation, and Imperialism


State, Globalisation and Imperialism: the case of North Korea

Paper presented at the 
58th Political Studies Association Annual Conference

University of Swansea, 2 April 2008

Dr Tim Beal

School of Marketing and International Business

Victoria University of Wellington, New Zealand

Definitions and debates

There has been much talk of empire in recent years, even challenging for a while the less loaded word hegemony, at least until failure in Iraq and Afghanistan became more apparent.
  Perry Anderson has commented that ‘its [the Bush Administration] performance in the Middle East has aroused an international furore, giving rise to now familiar rival depictions of the unconcealed emergence of an American empire, or the precipitous decline. of one. 
 Niall Ferguson is probably the most prominent contemporary celebrant of the ‘benign empire’.
  But the word imperialism was not much used.  This was significant because imperialism is what empires do, and, more important, why they do it.  It is perhaps no accident that we had talk of empire without imperialism; empire could be celebrated without an analysis of its driving forces and rationale.

The one place where imperialism continued to be used was on the left and even here there has been a wrangling over the terms  Hardt and Negri, for instance, differentiate between ‘empire’ and ‘imperialism’: 

The passage to Empire emerges from the twilight of modern sovereignty. In contrast to imperialism, Empire establishes no territorial center of power and does not rely on fixed boundaries or barriers. It is a decentered and deterritorializing apparatus of rule that progressively incorporates the entire global realm within its open, expanding frontiers.
  

Whilst this is a brave attempt to apply old words to new realities, it might have been better to invent neologisms rather than resort to redefinitions.  It is true that corporate power has become increasingly deterritorialized; reports of the Indian conglomerate Tata buying the (formerly British) brands Jaguar and Land Rover from Ford, the American company that launched the modern automobile industry is a reminder of the continuing, but by no means completed, separation of national identification and ownership in the corporate world.
 What nationality would we accord to Arcelor-Mittal, the world’s leading steelmaker by far? Chief executive, Lakshmi N. Mittal, was born in India, lives in London, and the company is headquartered in Luxembourg.
 However, although the power of (most) states vis-à-vis (large) companies has declined, states continue to exist and state power is arguably on the increase, at least in relation to its citizens. Globalisation has not dispensed with states although as the global economy has been transformed, so too has the relationship between state and globalised economic power.  

Less subject to change has been the nature of the relationship between states.  Although according to prescription, whether that of the Westphalian system  (1648) or the United Nations Charter (1945) , states are of equal sovereignty, in practice there are shifting hierarchies, and there are empires even if the term is not formally embraced. It may be difficult to determine where one empire ends and the other begins; the contemporary British empire might be considered to nest within the American.  Although the power of empire, especially the American, is immense, it is not absolute.  The United States may account for about half the world’s military expenditure, and spend some  ten times more  than each of the other major powers, but there are limits to how its strength can be deployed, and its growing dependence on military spending may be a sign, and cause, of weakness.
 The visit of  Iranian President Ahmadi-Nejad to Iraq in March 2008 was an ironically poignant illustration of American power, shackled by its own rhetoric of ‘democracy’. However, even though the present Iraqi government has some freedom of manoeuvre vis-à-vis the united States, it is clearly not an independent one in the sense that its predecessor, that of Saddam Hussein, was. Indirect rule is a more common, but by no means new, form of imperial control. No doubt there are parallels, for instance,  with the ‘Princely States’ of the British Raj.  
Globalisation may exist, and imperialism may exist, but what of the relationship between the two? 
 Or more specifically, since although it is not the only show in town it is by far the biggest and most important, leading others and exemplifying the genre, what of the relationship between globalisation and US imperialism?  Again there has been considerable writing on the subject in recent years.  Some, such as Ankie Hoogvelt, emphasise the conceptual conflict between globalisation and imperialism: ‘ We seem to be coming out of a historical phase when Economics was in Command, and into a new era where once again Politics is in 'Command'.
  Tom Nairn sees America as ‘the enemy of globalisation’, and the invasion of Iraq, and the construction of the so-called ‘war on terrorism’  as part of an inevitably failing rearguard action 

With all its shortcomings and contradictions, globalisation had been showing signs of escaping from US Neo-liberal hegemony over the past few years. Tragically, it is believed in some places that a ‘good war’ will help to rein in such trends, by establishing a new kind of empire-boundary, namely an apocalyptic (and by definition unceasing) fight against Terrorism.

However most, if not all, discussions of globalisation, with or without the overlapping of imperialism, have seen it as a process which seeks to encompass the whole world.
  The term itself could scarcely claim anything less.  Thus Perry Anderson, in posing the question of how successful the enterprise has been, gives a confident definition:

If the twin objectives of American foreign policy since World War Two have been to extend capitalism to the ends of the earth, and uphold the primacy of the US within the international state system—the second viewed as a condition for realizing the first—how does the reckoning of the first years of the 21st century look? Overwhelmingly positive, so far as the widening and deepening of the grip of capital goes.
  
Yet in the case of North Korea we see the United States not merely refraining from ‘extending capitalism’ itself, but doing its best to hamper others, most notably the South Koreans.  Here, perhaps, we have an example of those two objectives being at variance, and Washington choosing one over the other. This, in turn, raises the larger question of the inherent, and growing, disconnect between American capitalism and the bureaucratic superstructure, principally the military-industrial complex. Chalmers Johnson, for instance, sees the military, and the corporations that succour, and feed off it, as being in the ascendant and imperialism coming at the expense of American survival, let alone dominance in, the globalised economy.
 Anderson, by contrast, sees capitalism trumping the narrower demands of imperialism:

The wager of the West is that by the time they [Russia and China] have achieved full height as world powers once again, they will have evolved into the same forms as itself. Then even superiority of power—all too predictable one day for China—can be gracefully conceded, in the assurance of similarity of being. The most lucid theorists of American imperialism are fully conscious of the fact that US primacy and a worldwide liberal civilization are not logically interdependent. They contemplate, calmly and explicitly, the passing of the first as soon as it has accomplished its mission of securing the second—within a generation, perhaps, according to one of the most cold-blooded of estimates.
 

This, arguably, is what happened with Britain and America, with Britain voluntarily relinquishing the reins of the global order to a rising America confident that they would be in safe hands.  That might have been plausible given the ties of culture and consanguinity, but it seems unlikely that the United States will so gracefully cede to a rising, and supplanting, China.  On the contrary, one of the major drivers of US policy towards North Korea, and its refusal to accept peaceful coexistence and allow it into the global economy, lies within its policy to contain China.

Globalisation is seen as either being above politics – an economic force which by transcending national boundaries negates them – or else, being the natural and inevitable development of capitalist economics, being naturally congruent with capitalist politics. The latter position is not dented by historical opposition to aspects of globalisation by specific capitalist interests.  Resistance to globalisation by national capitalists (and by states they might control), fearful that they will lose out to more powerful and advanced international competitors, is not seen as impinging conceptually on the general drive of capitalism per se to expand globally.  Losers at a particular time may oppose globalisation but the winners are in the ascendant, and the winners carry the triumphant banner of globalisation.  

The case of North Korea illustrates that this picture of globalisation as naturally expanding and wanting to encompass the whole world is too simple.  It may be that globalisation, like capitalism, works as an economic system precisely because it also excludes.
 This is rather different from saying that it picks and chooses, eats the meat of Shanghai but spits out the gristle of Somalia.   Capitalism needs poor in order that there be rich; we cannot all be capitalists because then there would be no one left to do the work.  Beyond this structural necessity there are also the practical ones; there have to be unemployed to keep wages down and instil discipline amongst those who are employed.  These practical reasons might be seen as moving into the political expression of the economic system.  Whether globalisation as an economic system requires exclusion is beyond the scope of this paper which focuses on the politics of globalisation and particularly its relationship with imperialism.  

There have long been discussions of the limits of specific empires – the dangers of over-extension are much talked about today in respect of US policy in the Middle East – but it is generally assumed that capitalism sees no limit to its domain. The same is assumed of globalisation.  

North Korea and entry to the global economy

The Russian North Korea expert Georgy Toloraya, writing at the end of 2007 as the Six Party process was scheduled to compete one phase and move on to another, argued

The spectacular advancement in the peace process during 2007 (the six-party talks and the U.S.-DPRK talks as well as increasing North-South cooperation), progress in solving the nuclear issue (at least partly) and in normalization of the DPRK’s relations with the West bring to the fore the question of the DPRK’s future course. Provided hostility diminishes and its external security is guaranteed, will the country seize the chance to modernize and prosper, integrating into today’s world?

Toloraya’s article is well-informed on details and it seems that his background as a Soviet scholar was instrumental in getting access to senior economists.
 However, the article is predicated on certain common assumptions which, when examined, throw up interesting uncertainties about globalisation, and the role of state and imperialism in that process.

One assumption is that lack of globalisation, or a low degree of involvement with the global economy, in this case through trade, is automatically correlated with poverty and lack of development.  He writes:

The doors of the nation’s economy were closed to the extent that North Korea came to resemble some of the world’s least developed countries, in which foreign trade equals about 10 percent of the gross national product.

Historically, as Tokugawa Japan and Ming/early Qing China attest, this is not necessarily so.
  What happened a couple of centuries ago may not obtain today, and indeed it would be very surprising if it did.  However, it is quite clear that in the contemporary world the trade ratio (trade as a proportion of the economy)  cannot be plucked out of its historical, political, and geographical context with such abandon.  See, for example, Table 1 which takes World Bank data for what might be loosely described as the top and bottom ten most globalised economies.  The measure of wealth available from the World Bank database is per capita Gross Domestic Product (GDP) and purchasing power parity (PPP) rates, and the indicator of globalisation is the export of goods and services as a percentage of GDP.
 Some of the most globalised economies – Singapore, Hong Kong, Luxembourg – are indeed very wealthy. But the connection soon falls apart.  Ireland and Swaziland have a virtually identical export ratio but hugely different pc GDP.  At the other end of the export ratio league we find the United States (9.6%) and Burundi (9.3%) sitting side by side, but the Americans are, on average, 56 times richer. Some of the reasons for these disparities are obvious, others perhaps less so, but none need detain us.  The important thing to realise is that engagement in the global economy, and economic success or failure, are the result of a complex process with historical, political, and geographical aspects, as well as the choices and decisions within that process.

Table 1 Exports ratio and per capita GDP, 2003, top and bottom countries 

	
	Exports of goods and services (% of GDP)
	GDP per capita, PPP

	Country Name
	%
	rank
	current international $

	Singapore
	214.3
	1
	25,243.1

	Hong Kong, China
	171.1
	2
	28,879.6

	Luxembourg
	134.5
	3
	56,734.7

	Malaysia
	113.3
	4
	9,472.1

	Macao, China
	105.4
	5
	25,613.8

	Equatorial Guinea
	96.4
	6
	12,156.9

	Seychelles
	95.1
	7
	16,198.6

	Guyana
	89.8
	8
	4,235.5

	Ireland
	83.7
	9
	34,742.1

	Swaziland
	82.9
	10
	4,508.4

	Ethiopia
	14.2
	169
	854.3

	Benin
	13.7
	170
	1,073.7

	Eritrea
	13.6
	171
	1,112.2

	Uganda
	12.4
	172
	1,311.5

	Japan
	12.0
	173
	27,710.5

	Tonga
	11.5
	174
	7,507.6

	United States
	9.6
	175
	37,545.1

	Burundi
	9.3
	176
	670.3

	Burkina Faso
	8.5
	177
	1,122.7

	Rwanda
	8.3
	178
	1,068.7


Source: World Bank, World Development Indicators online, downloaded 22 January 2008

Note: No data available on North Korea for these series

This brings us to a more fundamental problem with Toloraya’s analysis.  He assumes that the current situation is primarily the result of unwise economic decisions made by the North Korean leadership but if they reverse previous policies then they can ‘seize the chance to modernize and prosper, integrating into today’s world’.  Admittedly he does qualify this with the proviso that this is possible ‘Provided hostility diminishes and its external security is guaranteed’.  This recognition of the security aspect does set Toloraya apart from most writers on the subject who blithely ignore the external environment and write as if the North Korean leadership was free to choose ‘integrating into’ the global economy and stupidly went for ‘self-reliance’ instead.
 Nevertheless, Toloraya downplays the role of the external environment in his discussion of the past, although he does recognise the effect of security  threat on North Korean decisions about reform; he notes, for instance, that ‘The main difference between the DPRK and, say, the People’s Republic of China of the 1970s and 1980s or Vietnam since the 1990s is that when the PRC and Vietnam started reforms their security was not seriously threatened’. He also has an unduly sanguine assessment of the current situation: ‘The spectacular advancement in the peace process during 2007’.  In reality, the external environment, and specifically imperialism, has had a huge impact on the possibilities for economic policy making in North Korea, and continues to do so today.
It is easy to offer prescriptions for the reform and expansion of the North Korean economy especially if one does not worry too much about long-term social and political consequences.  A far greater use of fully legitimised market structures and forces is easy to advocate but it increases social fragmentation and inequality, and leads to the formation of new social classes, especially the globalised superrich, with attendant dire results. We have seen that in China, in India, and closer to home.
  It is, in fact, already happening to some extent in North Korea.
  However, domestic reform on its own, whatever its consequences for good or ill, would have little impact on economic growth.  The fundamental challenge facing North Korean is its relationship with the global economy.  Integration is an inappropriate word because no economy, however globalised, is really integrated but relationship covers a wide ranges of possibilities. 

Here, again, the general recommendations are fairly easy to formulate and Toloraya, drawing on the writings of Bradley Babson, former World Bank specialist on North Korea and currently chair of the (United States)  Stanley Foundation project on Future Multilateral Economic Engagement with North Korea, gives a good overview.
  In fact there is a reasonable consensus of opinion amongst academic and other experts, and amongst business people and officials, about current and potential strengths of the North Korean economy in a changed global setting.  Opinions in the literature were corroborated by fieldwork I did in Beijing, Seoul, and Pyongyang in October/November 2007.  This is not the place to go into that in detail but brief survey is appropriate.

Foreign exchange earnings have to be greatly increased to allow the import of food, fertiliser, oil, spare parts, capital equipment, raw materials, and the wide range of goods which cannot be produced locally, or if domestic production is possible, not at acceptable quality, quantity, or cost. Foreign exchange can come through aid, foreign direct investment (FDI), and reparations from Japan for the colonial period. Estimates for the value of possible Japanese reparations to North Korea, based on the settlement with South Korea in 1965 ranged, in 2003,  from $3.4 billion up to $20billion.
  There is a considerable range of industries in which North Korea has considerable potential competitive strengths – minerals, informational technology outsourcing, tourism, and processes which utilise its skilled, educated but cheap labour. This list includes the much-maligned agricultural sector, where the workforce is highly educated compared with that in other developing countries.

However, this expansion of, and a greater reliance on, exports can only take place within a benign environment, or at least one in which there is a protector.  This was the case, for instance, with South Korea under Park Chung-hee in the 1960s, or Japan in the 1950s onwards, which experienced rapid export-led growth und the protection of the American imperium. Of course North Korea did have protection from China (whose intervention in the Korea War in 1950 was crucial) and from the Soviet Union, but this differed very substantially from that afforded by the United States to its East Asian client states. American military protection complemented a far more fruitful economic relationship than the Soviet Union could offer North Korea.  Not merely was America itself the richest market in the world, separated from the Korean peninsula not by the costly  Eurasian land mass but the relatively cheap Pacific Ocean, but its patronage allowed access to the global capitalist economy where there was the potential of utilising comparative advantage to a far greater extent than the limited Soviet economy could offer.  Indeed, just how inappropriate the Soviet (and Russian) market was to North Korea is indicated by the precipitate decline in North Korea’s exports to it after the collapse of the Soviet Union, and the rise in exports to Japan, which despite historical antagonisms is a much more natural trading partner (Table 2).  In recent years the Japanese government has, for political reasons, banned imports from North Korea, and that is a story in its own right.
. 

Table 2: North Korea's exports to Japan and Soviet Union/Russia, selected years, 1989-2003

	
	World
	Japan
	Russia

	
	$m
	$m
	%
	$m
	%

	1989
	1,704
	268
	15.7
	887
	52.1

	1994
	1,039
	328
	31.6
	44
	4.2

	1998
	965
	219
	22.7
	8
	0.8

	2000
	995
	257
	25.8
	8
	0.8

	2003
	1,066
	173
	16.2
	3
	0.3


Sources: See Table A2 in Beal, Tim. The North Korea-China Relationship: Context and Dynamics. Edited by Brian Bridges and Hoi-cheung  Cheung, Centre for Asia Pacific Studies Working Papers. Hong Kong: Lingnan University, 2007.

Although the Soviet Union was an economically ‘unnatural’ trading partner for North Korea it was by far the biggest, despite growing trade with China and an abortive attempt to open up to Western Europe in the 1970s.
  Trade with the Soviet Union (and trade in general) was also vital for the North Korean economy.

This dependency on foreign trade is often obscured by reference to, and misunderstanding of, the North Korea policy of juche, usually translated as ‘self-reliance’.  Juche was never autarky, as it is often portrayed.
 Indeed, if the DPRK had been autarchic the collapse of the Soviet Union would have had little economic impact. As it was, the rapid evaporation of Soviet trade devastated the North Korean economy. 

Clearly, it is meaningless to talk of self-reliance outside the historical and geopolitical context.  Take, for instance, Ferguson’s survey of the inter-war years: 

World War I wrecked all of this. Global markets were disrupted and disconnected, first by economic warfare, then by postwar protectionism. Prices went haywire: a number of major economies (Germany's among them) suffered from both hyperinflation and steep deflation in the space of a decade. The technological advances of the 1900s petered out: innovation hit a plateau, and stagnating consumption discouraged the development of even existing technologies such as the automobile. After faltering during the war, overheating in the 1920s, and languishing throughout the 1930s in the doldrums of depression, the U.S. economy ceased to be the most dynamic in the world. China succumbed to civil war and foreign invasion, defaulting on its debts and disappointing optimists in the West. Russia suffered revolution, civil war, tyranny, and foreign invasion. Both these giants responded to the crisis by donning the constricting armor of state socialism. They were not alone. By the end of the 1940s, most states in the world, including those that retained political freedoms, had imposed restrictions on trade, migration, and investment as a matter of course. Some achieved autarky, the ideal of a deglobalized society. Consciously or unconsciously, all governments applied in peacetime the economic restrictions that had first been imposed between 1914 and 1918.

One does not have to accept all aspects of this analysis to agree that discussions of trade, and investment, policy must be located within the political circumstances within which policy makes find themselves.  This is not to say that there is no agency, and no scope for making better or worse decisions,  the constraints must be recognised.  This is especially true for a small country such as North Korea.

All statistics are suspect, and since the North does not publish much, most of what we have is constructed from outside, and usually South Korean agencies. Table 3 gives available data for the foreign trade of both Koreas from the beginning of the 1980s.  One set comes from the World Trade Organization (WTO) statistics database, the other from the Direction of Trade (DOTS) database of the International Monetary Fund (IMF).   The WTO has a note saying that the data for the North comes from the South, and from 1994 includes trade with the South. It does not say whether the data for the South includes trade with the North.  Usually, South Korean government agencies, such as the Korean Trade-Investment Promotion Agency KOTRA (the source of the WTO data from 1994) excludes inter-Korean trade.  The IMF DOTS database is silent on this issue.  There is some discrepancy between the two sets of data but they are consistent in showing that the North’s foreign trade is much smaller than the South’s (at least from 1980/1) and the discrepancy is growing. However, the question remains, what is the reason for this?  How much of it is policy, how much circumstances?

Table 3: Foreign trade of the two Koreas, 1980-2006

	
	World Trade Organization
	International Monetary Fund

	
	SK
	
	NK
	
	
	SK
	NK
	

	
	X
	M
	T
	X
	M
	T
	NK%SK
	X
	M
	X
	M
	NK%SK

	
	$billions
	%
	
	
	
	
	%

	1980
	17.5
	22.3
	39.8
	0.9
	1.2
	2.1
	5.3
	17.4
	22.1
	na
	na
	

	1981
	21.3
	26.1
	47.4
	1.0
	1.5
	2.5
	5.3
	21.3
	26.2
	0.7
	1.0
	3.5

	1982
	21.9
	24.3
	46.1
	1.1
	1.5
	2.6
	5.6
	21.8
	24.3
	0.7
	1.0
	3.8

	1983
	24.4
	26.2
	50.6
	1.2
	1.6
	2.8
	5.5
	24.5
	26.2
	0.6
	1.0
	3.2

	1984
	29.2
	30.6
	59.9
	1.2
	1.7
	2.9
	4.8
	29.3
	30.6
	0.7
	0.8
	2.5

	1985
	30.3
	31.1
	61.4
	1.3
	1.8
	3.1
	5.1
	30.3
	31.1
	0.6
	0.9
	2.5

	1986
	34.7
	31.6
	66.3
	1.6
	2.1
	3.7
	5.6
	34.8
	31.7
	0.7
	0.8
	2.3

	1987
	47.3
	41.0
	88.3
	1.4
	2.3
	3.7
	4.2
	47.3
	41.0
	0.8
	1.2
	2.2

	1988
	60.7
	51.8
	112.5
	1.7
	2.8
	4.5
	4.0
	60.7
	51.8
	1.0
	1.4
	2.1

	1989
	62.4
	61.5
	123.8
	1.7
	2.9
	4.6
	3.7
	60.5
	60.2
	0.9
	1.3
	1.8

	1990
	65.0
	69.8
	134.9
	1.9
	2.9
	4.8
	3.5
	67.8
	74.4
	0.9
	1.3
	1.6

	1991
	71.9
	81.5
	153.4
	2.0
	2.8
	4.7
	3.1
	72.4
	81.8
	0.7
	1.5
	1.4

	1992
	76.6
	81.8
	158.4
	1.0
	1.7
	2.7
	1.7
	77.3
	83.0
	0.8
	1.4
	1.4

	1993
	82.2
	83.8
	166.0
	1.0
	1.6
	2.7
	1.6
	85.8
	86.6
	0.9
	1.5
	1.4

	1994
	96.0
	102.3
	198.4
	1.0
	1.3
	2.3
	1.2
	101.4
	102.3
	0.8
	1.3
	1.0

	1995
	125.1
	135.1
	260.2
	1.0
	1.4
	2.3
	0.9
	131.3
	135.1
	0.8
	1.5
	0.9

	1996
	129.7
	150.3
	280.1
	0.9
	1.3
	2.2
	0.8
	137.7
	150.2
	1.0
	2.0
	1.0

	1997
	136.2
	144.6
	280.8
	1.1
	1.4
	2.5
	0.9
	144.1
	144.6
	0.9
	1.5
	0.8

	1998
	132.3
	93.3
	225.6
	0.7
	1.0
	1.7
	0.7
	132.8
	93.4
	0.9
	1.2
	0.9

	1999
	143.7
	119.8
	263.4
	0.6
	1.2
	1.8
	0.7
	143.9
	119.7
	0.8
	1.2
	0.8

	2000
	172.3
	160.5
	332.7
	0.7
	1.7
	2.4
	0.7
	172.3
	160.5
	1.0
	2.1
	0.9

	2001
	150.4
	141.1
	291.5
	0.8
	1.8
	2.7
	0.9
	150.4
	141.1
	1.0
	3.3
	1.5

	2002
	162.5
	152.1
	314.6
	1.0
	1.9
	2.9
	0.9
	162.3
	152.1
	1.0
	2.3
	1.0

	2003
	193.8
	178.8
	372.6
	1.1
	2.0
	3.1
	0.8
	193.8
	178.8
	0.9
	2.2
	0.8

	2004
	253.8
	224.5
	478.3
	1.3
	2.3
	3.6
	0.7
	253.7
	224.5
	1.2
	2.8
	0.8

	2005
	284.4
	261.2
	545.7
	1.3
	2.7
	4.1
	0.7
	284.3
	261.2
	1.3
	3.0
	0.8

	2006
	325.5
	309.4
	634.8
	2.0
	3.0
	5.0
	0.8
	296.7
	281.9
	1.4
	3.2
	0.8


Sources: WTO Statistics Database, downloaded 11 March 2008; IMF Direction of Trade database, downloaded 12 March 2008; calculations are mine

NK%SK = North Korea’s total trade as a percentage of that of the South

However, let us insert some other comparisons to aid contextualisation. 

Firstly, it seems strange now, but the DPRK market was very important to China from the 1950s through to the mid 1970s.In 1954 North Korea took 6.9% of China’s exports, a rate not achieved by South Korea, nor likely to be. In that year North Korea was China’s third largest export market after the Soviet Union and Hong Kong.  The importance of North Korea was due to particular political and economic circumstances.  China was suffering much the same restrictions on its trade by the United States as North Korea is today. Chinese statistics show no trade with the United States between 1954 and 1972 (and tiny amounts 1951-53).  In 1972 China still did more trade with North Korea than with the United States.

Secondly, if we look at current exports per capita (Table 4) we find a huge variation from Singapore at the top to Afghanistan at the bottom (heroin presumably not being counted). Whilst North Korea is very low, and far below potential, it doesn’t really come out as ‘the most closed economy in the world’ (see below) that it is often made out to be.
Table 4: Exports per capita, North Korea and selected countries, 2007

	
	
	Population
	Exports
	Exports

per capita

	Rank 
	 Country 
	millions
	$ billions
	$

	1
	 Singapore 
	4.6
	450.6
	98,968

	47
	 Korea, South 
	49.0
	371.5
	7,575

	51
	 United Kingdom 
	60.8
	415.6
	6,838

	64
	 United States 
	301.1
	1,140.0
	3,786

	na
	 World 
	6,602.2
	13,860.0
	2,099

	187
	 India 
	1,129.9
	140.8
	125

	197
	 Bangladesh 
	150.4
	11.3
	75

	199
	 Haiti 
	8.7
	0.6
	64

	200
	 Korea, North 
	23.3
	1.5
	63

	202
	 Tanzania 
	39.4
	2.1
	54

	203
	 Madagascar 
	19.4
	1.0
	53

	204
	 Malawi 
	13.6
	0.7
	48

	205
	 Uganda 
	30.3
	1.5
	48

	213
	 Nepal 
	28.9
	0.8
	29

	215
	 Congo, Democratic Republic
	65.8
	1.6
	24

	218
	 Ethiopia 
	76.5
	1.2
	16

	221
	 Afghanistan 
	31.9
	0.3
	9


Source: CIA World Factbook (updated 6 March 2008, downloaded 11 March 2008. Calculations are mine

Finally, a brief look at another divided country, Cyprus (Table5).  The divergence in economic well being between the two parts of Cyprus is by no means as marked as that between the two Koreas, it is still very substantial.  Since the economic and political systems in both parts of Cyprus are broadly similar, it would seem fair to assume that the difference in economic outcomes owes much to the external environment in which they find themselves.  Although Turkish Cyprus is by no means as disadvantaged as North Korea in this respect, the impact is considerable, especially for foreign trade. 

Table 5: Divided countries: Cyprus and Korea

	
	
	Cyprus
	Korea

	
	unit
	Greek
	Turkish
	G:T ratio*
	South
	North
	S:N ratio*

	GDP
	$b
	21.41
	4.54
	4.7
	1,206
	40
	30.2

	GDP pc
	$
	27,100
	7,135
	3.8
	24,600
	1,900
	12.9

	Exports
	$m
	1,496
	69
	21.7
	371,500
	1,466
	253.4

	Imports
	$m
	6,828
	415.2
	16.4
	356,800
	2,879
	123.9


Source: CIA World Factbook, downloaded 11 March 2008

*G:T ratio = Greek figure compared to Turkish, similarly for S:N ratio
Barriers to entry

The barriers the United States have erected against North Korea’s entry into the global capitalist economy are long standing.  They have varied in  intensity depending on the state of relations between the two countries and the general geopolitical climate.  Sanctions have ranged from the physical, through the intellectual and financial to the personal.
  Sometimes they are bilateral, other times through multinational entities such as CoCom (Coordinating Committee for Multilateral Export Controls).and its successor the Wassenaar Arrangement.
  In 2006, in particular, after the North Korean missile and then nuclear test, the United Nations was persuaded to accept Japanese proposals on sanctions. 

The American expert on sanctions, Kimberley Ann Elliott, has noted, rather wistfully it would seem, that despite economic warfare stretching back to the 1950s, the ‘defensive armor’ (to uses Niall Ferguson’s phrase) still holds.  The enemy may be wounded, and hundreds of thousands, perhaps millions have died since the crisis in the 1990s, but it has not succumbed. 

North Korea presents unusually difficult challenges for countries contemplating the use of economic sanctions. Although the government has implemented some tentative economic reforms, the legacy of the Great Leader's economic philosophy of "juche," emphasizing self-reliance, and fears of losing political control keep North Korea's the most closed economy in the world. In addition to ideology, North Korea's limited economic integration is also a consequence of the US decision during the Korean war to try and isolate the North economically.

The question why the United States has carried on this long, and cruel, campaign against North Korea is a complex one, and there have been many attempts at answers.
 Here, for reasons of space and time I will touch briefly on one aspect. That is the high-level geopolitical one, revolving around the US-North Korea negotiations within the Six Party Talks

The Six Party Talks are, in effect, a reprise of the negotiations that took place between the Clinton Administration and the DPRK in the early 1990s that led to the Agreed Framework of 1994.
  Under this agreement North Korea agreed to the mothballing of  its graphite-moderated reactors (mainly that at Yongbyon) in exchange for Light Water reactors (LWR).  LWRs, unlike graphite-moderated ones,  were considered unsuitable for producing weapons-grade plutonium. Pyongyang was to dismantle the old reactors when the LWR project, to be constructed by the Korean Peninsula Energy Development Organization (KEDO) was completed.  Although they were not signatories to the Agreed Framework, and KEDO was headquartered in New York, it was South Korea and Japan which paid most of the cost of the LWR project, and South Korea was left with the clean-up bill when Washington closed down KEDO in 2006.
  In order to ‘offset the energy forgone’ by the freezing of the DPRK nuclear facilities, the US agreed to ‘make arrangements’ for 500,000 tones of heavy fuel oil to be supplied to North Korea.  In the event, the US only supplied part of the oil, and since the Clinton Administration had lost control of Congress there were always wrangles and deliveries were late.

The other main provision in the Agreed Framework was that the two sides would move towards normalisation of relations.  This clause (II out of IV) is worth quoting in full, because it bears directly on the issue of globalisation:

II. The two sides will move toward full normalization of political economic relations.

1) Within three months of the date of this Document, both sides will reduce barriers to trade and investment, including restrictions on telecommunications services and financial transactions.

2) Each side will open a liaison office in the other’s capital following resolution of consular and other technical issues through expert level discussions.

3) As progress is made on issues of concern to each side, the U.S. and DPRK will upgrade bilateral relations to the Ambassadorial level.

This clause is clearly in the agreement because of DPRK insistence.  In other circumstances one might consider the US to have an interest in ‘reduc[ing] barriers to trade and investment’, but not in this context.  As it turned out, while US sanctions were relaxed, there was little movement towards the normalisation promised.  Partly this was due to republican opposition in Congress, but it was also due to the lack of interest in fulfilling the commitment.  It is usually assumed that the administration signed the agreement because it thought that the DPRK would collapse, and so normalisation would not be an issue, and that the LWRs would pass to the ownership of the ‘client government’ in Seoul.  

The Republicans had always opposed the Agreed Framework, as indeed they opposed much of Clinton’s foreign policy. There was subsequently a joke in Washington that the Bush foreign policy was an ABC one – Anything But Clinton. 

The (Republican) North Korea Advisory Group of the US House of Representatives released a report on 3 November 1999 which savaged the Clinton administration claiming, inter alia, that
First, the American people need to know that there is significant evidence that North Korea is continuing its activities to develop nuclear weapons.  

Remarkably, North Korea's efforts to acquire uranium technologies, that is, a second path to nuclear weapons, and their efforts to weaponize their nuclear material do not violate the 1994 Agreed Framework.  That is because the Clinton Administration did not succeed in negotiating a deal with North Korea that would ban such efforts.  It is inexplicable and inexcusable.
  

This was interesting because subsequently the Bush Administration would claim that it did not have proof of this uranium programme until 2002, and that it did violate the Agreed Framework.

Another manifestation of Republication distaste for the Agreed Framework was the report ‘A Comprehensive Approach to North Korea’ by a group chaired by Richard L. Armitage, who was to serve as  Deputy Secretary of State (under Powell) in the first Bush Administration.
 Luminaries in that group included Paul D. Wolfowitz.
The incoming Bush Administration might have been unhappy with the Agreed Framework but it was difficult to tear up a legally-binding agreement with a sovereign power, when the other side, the DPRK, was honouring it. The solution was found in the uranium issue.  It was claimed, in 2002, that the US had proof that the DPRK had an undeclared heavy enriched uranium programme to provide fuel – that alternative route to nuclear weapons.
 James Kelly was despatched to Pyongyang to confront the Koreans and came back claiming that the Koreans had admitted to the programme and this led to a spate of articles, rather amusing in retrospect, puzzling over why Pyongyang should make such a confession.
 Soon after this became public the government in Pyongyang denied that it had any such programme and claimed that Kelly had been lying about their response.
  This has been the consistent North Korean position ever since.

As time passed doubts surfaced in the United States about the American allegation, spurred no doubt by the growing awareness of the falsity of the charges about Iraq.
  For one thing, the Administration produced no evidence, either to Congress or to the other concerned countries.
  It was reported that neither Beijing, Moscow, nor Seoul believed Washington on this issue.
  

However, the allegation, and the perceived ‘confession’ was sufficient for the United States to move ahead and destroy the Agreed Framework, the final death knell of which was the dissolution of KEDO in 2006.  The DPRK responded by reactivating its Yongbyon reactor. 

The US refused bilateral talks with DPRK so to break the impasse China set up a face-saving Three Party Talks in Beijing, with itself as chair through which the other two could talk to each other.  This was subsequently enlarged to six with the inclusion of South Korea, Japan, and Russia.

In September 2005 China managed to get the parties to agree to a loosely worded agreement (the Joint Statement ) which seemed to offer a breakthrough.
 The United States was unhappy with the style and content of the Joint Statement.  Later that month the US Treasury designated  of the Banco Delta Asia (BDA)in Macau as a ‘Primary Money Laundering Concern under USA PATRIOT Act.’ 
  Treasury forced the Macanese authorities to take action against the BDA and to freeze $24million  DPRK-related funds (some sources give $25 million).
 This was widely seen as a deliberate attempt to sabotage the Joint Statement,  a feeling which grew as the case against the BDA fell apart.

As a riposte to these measures, and with the US continuing to refuse bilateral negotiations to resolve the situation, the DPRK moved to demonstrate its ‘nuclear deterrent’ with missile tests on 4th July 2006 followed by a nuclear test on 9 October.
  This, together with the worsening situation in the Middle East and losses in the mid-term elections, seemed to produce a change in the balance of forces in Washington.  It appeared that Condoleezza Rica was in the ascendant, Cheney in relative decline.
 Christopher R. Hill, Assistant Secretary of State for East Asian and Pacific Affairs was given permission to enter into bilateral negotiations with the North Koreans and strike a deal.  There followed a long and tortuous struggle, not so much between Hill and his North Korean counterpart Kim Kye-gwan, but between State and Treasury, especially over the BDA affair. The North Koreans were adamant that financial sanctions had to be lifted before they would move forward and Hill agreed that the actions against BDA be lifted.  Financial sanctions were a major barrier to North Korean trade and to dealings with the outside world in general.  For instance they were reduced to routing funds for their diplomatic missions abroad through the bank account of the United Nations Development Programme (UNDP) in Pyongyang for fear that the Americans would intercept them.  The South Koreans estimated that the North Korean GDP fell by 1.1% in 2006 and it seems likely that financial sanctions, along with the Japanese ban on trade and remittances was largely responsible for this.

In agreements at the Six Party Talks on 13 February, and 3 October2007,  Hill promised that the US would remove North Korea from its Terrorism List and Trading with the Enemy Act by the end of 2007. This was very important as it was the main legal basis for US sanctions, not merely on bilateral trade and investment, and that involving US companies globally, but also for the American exclusion of North Korea from international bodies such as the World Bank.  There were also commitments for the other parties to supply heavy fuel oil to North Korea.  31 December 2007 came and passed and no action had been taken on the delisting from the Terrorism act, and the oil deliveries were behind schedule. On 4 January 2008 the North Korean Foreign Ministry issued a statement complaining that although they had complied with their obligations the US had not honoured its commitments:

It is beyond Dec. 31, 2007, the deadline set in the Oct. 3 agreement. 
    It is regrettable that points agreed there remain unimplemented except the disablement of the DPRK's nuclear facilities. 
    The disablement started early in November last year and all the operations were completed within the "technologically possible scope" as of Dec. 31. 
    At present, the unloading of spent fuel rods scheduled to be completed in about 100 days is underway as the last process. 
    However, the delivery of heavy fuel oil and energy-related equipment and materials to the DPRK, commitments of other participating nations, has not been done even 50 per cent. 
    The schedule for the monthly delivery of heavy fuel oil as well as the delivery of energy-related equipment and materials and relevant technical processes are being steadily delayed. 
    The U.S. has not honored its commitments to cross the DPRK off the list of "sponsors of terrorism" and stop applying the "Trading with the Enemy Act" against it. 
    Looking back on what has been done, one may say that the DPRK is going ahead of others in fulfilling its commitment. 
    As far as the nuclear declaration on which wrong opinion is being built up by some quarters is concerned, the DPRK has done what it should do. 
    The DPRK worked out a report on the nuclear declaration in November last year and notified the U.S. side of its contents. 
    It had a sufficient consultation with the U.S. side after receiving a request from it to have further discussion on the contents of the report. 
    When the U.S. side raised "suspicion" about uranium enrichment, the DPRK allowed it to visit some military facilities in which imported aluminum tubes were used as an exception and offered its samples as requested by it, clarifying with sincerity that the controversial aluminum tubes had nothing to do with the uranium enrichment. 
    As far as the fiction about nuclear cooperation with Syria is concerned, the DPRK stipulated in the October 3 agreement that "it does not transfer nuclear weapons, technology and knowledge". This is our answer to this question. 
    This was also done in line with the prior discussion with the U.S. side. 
    All facts go to clearly show what is the reason behind the delayed process of the implementation of the October 3 agreement. 
    Consistent in all agreements reached at the six-party talks including the September 19 joint statement is the principle of "action for action".
    Now that other participating nations delay the fulfillment of their commitments, the DPRK is compelled to adjust the tempo of the disablement of some nuclear facilities on the principle of "action for action." 
    The DPRK still hopes that the October 3 agreement can be smoothly implemented should all the participating nations make concerted sincere efforts on the principle of simultaneous action.

The North Koreans responded to what they regarded as reneging by the United States by slowing down the disablement of the Yongbyon reactor and made this connection forcefully to a high-level team of US visitors in February 2008.
  The United States, for its part, said that it was not satisfied with the November declaration, especially in respect of the uranium enrichment programme.
  

However, as David Albright, an American who is a  former U.N. weapons inspector, pointed out: 

What about any enriched uranium? There is no question that North Korea has committed to providing the other nations in the six-party discussions with information about its uranium enrichment efforts and should be held to that commitment. But we should not lose sight of an uncomfortable fact -- that U.S. policymakers misread (at best) or hyped information that North Korea had a large-scale uranium enrichment program. There is ample evidence that North Korea acquired components for a centrifuge-enrichment program, but few now believe the North produced highly enriched uranium or developed its enrichment capabilities in the manner once claimed by the United States.

Significantly, it appears that Christopher Hill, the US negotiator, is amongst those who now admit that the uranium claim was false: 

…the administration must first settle the lingering questions concerning uranium enrichment and Syria. Increasingly, top U.S. officials view those as historical issues compared with the immediate proliferation risk posed by plutonium. 

North Korea acquired much of its plutonium after the 2002 collapse of a Clinton administration agreement that froze the reactor. The Bush administration accused North Korea of cheating on the deal, citing evidence that Pyongyang had a clandestine uranium-enrichment program. Plutonium and highly enriched uranium are different routes to building nuclear weapons. 

In a little-noticed speech at Amherst College on Jan. 30, Hill said that U.S. officials had largely concluded that thousands of aluminum tubes acquired by North Korea in 2002 -- which sparked the intelligence finding that Pyongyang was building a large-scale uranium-enrichment program -- were not currently being used to create fissile material. 

"We have seen that these tubes are not being used for a centrifuge program," he said, according to an audio recording of the speech on Amherst's Web site. "We had American diplomats go and look at this aluminum that was used and see what they are actually using it for. We actually had American diplomats, people like myself, carry this aluminum back in our suitcases to verify this is the precise aluminum we knew the North Koreans had actually purchased." 

Government scientists have discovered traces of enriched uranium on the aluminum samples, suggesting that they may have been used in such a program or that they came in contact with a centrifuge kit that North Korea acquired from a Pakistani smuggling network. 

Claims of ‘traces of enriched uranium’, traces which were apparently so minute that they did not prevent US diplomats carrying the samples in their suitcases, seems slight evidence that there ever was a programme substantial enough to produce nuclear weapons.  The American  nuclear scientist Siegfried S. Hecker, formerly of Los Alamos and currently co-director, Center for International Security and Cooperation, Stanford University visited North Korea mid-February 2008 in the company of Joel Wit, a former State Department North Korea official and Keith Luse, Staffer for Senator Richard Lugar, the senior Republican on the Senate’s Foreign Affairs Committee. Hecker has impeccable scientific and mainstream political credentials.  He argued that:
It is very likely that the DPRK had a uranium enrichment research effort, but unlikely that it came close to commercial scale. Therefore, the United States should continue to press for a “complete and correct” declaration, but not allow this to impede completing the disablement and moving on to dismantlement of the Yongbyon nuclear complex.[his emphasis]

Why does the administration allow a non-existing uranium weapons programme to impede the closure of the weapons programme that does exist? Why does the US not honour its commitments and move forward to completing the peace process, which in turn would allow North Korea to engage with the global economy?  Part of the answers, and probably the main part, lies in a power struggle in Washington.  If the United States formally accepts the DPRK assurances that it does not have an enriched uranium programme then the policy of abandoning the Agreed Framework, which in turn led to the North Korean detonation of a (plutonium) nuclear device, comes under scrutiny.  The Administration would no doubt claim, as it has over Iraq, that its actions  ‘were consistent with intelligence assessments in circulation at the time’.
 However, with Iraq it is faced with a post-mortem where with Korea the issue is still alive, and it is unlikely that the matter will be yielded without fierce fighting in Washington.
The North Korean position has been consistent, at least back to the negotiations with the United States in the early 1990s, but arguably back to the 1960s.  It wants peaceful coexistence with the United States, the removal of the military threat, the lifting of sanctions and other forms of economic warfare, and the establishment of normal diplomatic and commercial relations.  It has used the nuclear programme as a bargaining chip but there seems to reasons to doubt that it will relinquish that, however reluctantly, if it is convinced that the United States will live in peace with it. That is certainly the conclusion of Siegfried Hecker:

Our visit leads me to conclude that the DPRK leadership has made the decision to

permanently shut down plutonium production if the United States and the other four

parties live up to their Oct. 3, 2007 commitments.

There is no guarantee that, if the barriers are down, North Korea will be able to engage successfully in the international economy.  Having been under siege for so many years, and having had little contact with the outside world, especially that beyond China and Japan, not merely in recent years but historically, it will be difficult.  However, having spoken to people on the ground, foreigners and Koreans, in Pyongyang, Seoul, and Beijing, and generally with people with experience in North Korea, as well as drawing on my own personal experience fromm four trips there, I am convinced that there is a great desire to “join the rest of the world”.
  Whether globalisation is good or bad it is evident that  North Korea wants to participate.  The mode of that participation is uncertain, and will be contested, but it is clear that the main impediment to it comes from the United States.

The China factor

There are many aspects to American policy towards North Korea.  Although overshadowed by the Middle East, it is part of the domestic debate about foreign policy amongst the elite and, in particular at the moment, part of the contest between the presidential candidates.  However, it surfaces most strongly in policy towards China.  North Korea policy is really a subset of China policy. The basic reason that the United States balks at accepting peaceful coexistence with the DPRK, even at the expense of forgoing the opportunity to extend globalisation, is that a North Korea which can be portrayed as hostile and threatening, even though that has no basis in reality, is an essential component of imperial policy towards rising China.  This North Korea provides a justification for Missile Defense.
 This North Korea provides an excuse, and a very popular one, for the remilitarisation of Japan, a remilitarisation aimed at China.
 

And it is this North Korea which provides the rationale for the American military presence in South Korea and its control of the ROK military.
 This military is no mean prize. In 2006,  according to the Stockholm International Peace Research Institute (SIPRI) its military expenditure was $21.9 billion, much smaller than America’s $528.7 billion but close on half of China’s $49.5 billion.
 By contrast, the SIPRI Military Expenditure database gives a figure of 5 billion North Korean won for North Korea in 2005.  It declines to give a $ equivalent because of  ‘the lack of a credible exchange rate’.
 Using the (South Korean) Bank of Korea estimate of 141 won to the dollar this would come out to a mere $35m.
 This exchange rate is much contested and one recent report implies a rate which would cut the North’s military expenditure in dollar terms by half.
 In any case, North Korea’s military expenditure is a small fraction of that of South Korea and tiny compared with that of the US.
 Clearly North Korea, despite frequent stories in the media, poses no real offensive military challenge but it does serve the purpose of potentially  giving the United States a very valuable reinforcement against China.

David Kang, one of America’s leading mainstream Korea specialists, discussing recently the US-ROK relationship in the light of the new conservative government in Seoul, wrote:

Evidence suggests that even without the U.S.-ROK military alliance instability and change on the Korean peninsula would be less dramatic than some observers have predicted. The absence of an alliance might under certain circumstances, such as continued progress in the six-party talks, have relatively little impact. Under other circumstances, such as increased tension between the United States and China over regional issues, the absence of the alliance might be more consequential.

This is easily decoded.  North Korea is not the issue (‘instability and change on the Korean peninsula would be less dramatic than some observers have predicted’), China is, and that is why the ROK alliance is important to the US.  And, we might add, if the United States accepts peaceful coexistence with North Korea, if it allows the peaceful economic integration of the two Koreas as exemplified by the Kaesong Industrial Complex, rather than attempting to stifle it, if it lifts sanctions and allows North Korea to engage with the global economy, then the justification for the US-ROK alliance becomes problematic.  

So here we can see a conflict between the desires of globalisation and the needs of empire, and empire wins.  And if US policy towards North Korea changes, it will be for reasons of imperial policy, rather than from the desire of capitalism to expand and take North Korea within the embrace of globalisation.
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