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EXECUTIVE SUMMARY

The conference title referred to a "new era™ in US-Korean relations, and a
prominent theme in the discussions was the need to refurbish the alliance and how the
new ROK administration is committed to this. The relief that this problem was being
tackled was coupled with less certainty as to how the upcoming American elections
would affect the alliance. Of concern in this regard was the uncertain prospects for
ratification of the Free Trade Agreement by the Congress, with the conference
participants learning that Congress would not take up the FTA until next year. On
military adjustments of the alliance, there was openly expressed resignation to the fact
that the OpCon shift cannot be reversed alongside criticism that it will not be good for the
alliance warfighting capability. There were strong assertions that the ROK needs an
upgraded BMD system, and that it should participate more directly in the Proliferation
Security Initiative. The underfunding of Defense Reform 2020 was repeatedly noted and
criticized.

But the participants agreed that change was coming that was intended to finally
begin repairing the damage done during the Roh-Bush years. Also discussed and
understood was that the alliance is shifting toward greater ROK participation in a more
globally and regionally oriented alliance, but concern was voiced that the Koreans have
yet to lay out their plans and expectations on this. There were repeated reaffirmations of
the underlying health, value, and strength of the alliance, reinforced by indications of
strong support for the alliance and for the US in Korean public opinion, particularly in
comparison with distinctly less favorable public attitudes toward Japan and China.

The North Korean problem may have received even more attention than usual at a
Council conference. This reflected concern that the momentum of the 6-party talks had
been halted and that some of the progress made was dissipating. There were familiar
assertions that the North is demonstrating that it will not, and cannot, give up nuclear
weapons, truly undertake domestic reforms, and significantly open up to the outside
world. Added this time was fear of a possible political crisis in the North related to Kim,



Jong II's health and the desperate state of the economy. It was generally agreed that the
other governments in the 6-party talks are insufficiently prepared for the plausible North
Korean contingencies, particularly because they have not had serious conversations about
who might intervene in the North, under what circumstances, how, and for what purposes.
Several participants cited Chinese behavior as indicating that Beijing has a plan, or plans,
for intervention, that it does not want unification, and that it is ready to occupy or at least
seek a sphere of influence in North Korea.

There were assertions that ROK-Japan relations need improvement and that
vigorous, trilateral cooperation should be instituted, for example in maritime security
matters. Repeated calls were issued for more attention to China's views and plans, the
implications of its rising power and presence, and its important role on the North Korean
issue and the future of the peninsula.

Extensive analysis was offered on the new Korean government's economic plans
and goals, as they were initially outlined after President Lee's election and then in the
revised version forced by the intense demonstrations over the lifting of the ban on
American beef shipments, demonstrations that temporarily shut down the political system.
The planned economic reforms were carefully reviewed and evaluated, including
assessments as to how they will now fall short in terms of their results. One of the major
papers on this also emphasized how far the ROK had departed from the model for
rampant economic growth introduced by Park, Chung-hee, insisting that emphasis on
economic egalitarianism in recent decades, however politically appealing, had been
economically costly.

On the FTA , careful analyses were presented on its planned and probable effects
along with repeated references to how vital ratification is for the health of the alliance.
The consensus was that it will be ratified, probably after alterations to meet American
criticisms. Ratification was described as crucial as well for continued US leadership and
influence in East Asia.

There were few expressions of support for the Sunshine Policy and President Roh,
Tae-woo0's later version of it. Presentations detailed its limitations and the scale of aid
and other economic support that had been given to the North with little to show for it.
Information was provided about President Lee's plan to deliver even greater assistance to
the North but only in exchange for important concessions by Pyongyang. This insistence
on reciprocity was repeatedly endorsed.

One of the highlights of the conference discussions was the important
contributions provided by the presentations from South Korea's Ambassador to the US
Lee, Tae-sik, Representative Ed Royce, Representative Lee, Jay-oh, and Wendy Cutler,
chief US negotiator of the FTA. They provided important and highly up to date
information as well as insights from their experience and expertise for the conference
discussions



A REPORT ON THE JOINT CONFERENCE 2008

The Joint Conference, which was also the 23rd Annual Conference of the Council
on US-Korean Security Studies, was held at the Heritage Foundation in Washington, DC.
Dr. Kim R. Holmes, Vice-President of the Heritage Foundation, opened the conference
at 9:15 a.m., pointing out that it was meeting at an important time in view of recent
developments in Korea, particularly the election of President Lee, Myong-bok. The
election was well received in Washington, where improved alliance relations and better
economic ties between its members are anticipated. However, President Lee has had a
difficult start in office. On the other hand he had a rough start as the mayor of Seoul too,
and went on to great success. The Heritage Foundation is optimistic about the future -
US-ROK ties will grow. President Lee is pro-market, as well as very much in favor of
engagement with North Korea. He will maintain strong ties with the US no matter which
party in the US wins the upcoming presidential election.

General (Ret.)) John H. Tilelli, Jr., Co-Chairman of the Council on U.S. -
Korean Security Studies (COKUS), then welcomed everyone to the opening session,
calling it a gathering of people who love Korea. He thanked Dr. Holmes and Heritage for
hosting and helping organize the conference, praising their "yeoman work." He then
made several points in looking forward to the conference discussions. Future US-Korean
relations will be as challenging as they have been in the past. The alliance is now under
repair after a period of strain. Next, the alliance remains very strong. In this connection,
the shift of Operational Control (OpCon) from American to Korean forces must be done
right, maintaining security during the transition. Optimism about what North Korea will
do never works, so having a strong alliance and enhancing the power of the US and the
ROK are the keys to future security.

He thanked COKUS Co-Chairman General (Ret.) Kim, Jae-chang, Dr. Hong,
Nack Kim, President of the International Council on Korean Studies, and General (Ret)
Paik, Sun-yup, the founding Co-Chairman of COKUS for their work in putting the
conference together. He expressed appreciation for the participation in the conference of
the Honorable Lee, Jay-oh, National Assembly Representative and Supreme Council
Member of the Grand National Party. He concluded by calling for no-holds barred

discussions at the conference.



General (Ret.) Kim, Jae-chang, COKUS Co-Chairman, opened his remarks by
introducing General (Ret.) Paik, Sun-yup, General (Ret.) Robert Sennewald, former Co-
Chairman of COKUS, and ROK National Assembly Representative Lee, Jay-oh to the
audience. He welcomed the arrival of the new era referred to in the theme of the
conference. It should be an era of even better relations and better interchanges between
the alliance members. Needed at this conference, he noted, was active and even heated
debate in the sessions.

Dr. Hong Nack Kim, speaking for the International Council on Korean Studies to
welcome the participants, called attention to the new era in US-Korean relations as well.
It will pose new challenges and problems. North Korea is now reassembling part of the
Yongbyon reactor, which is a serious challenge. Denuclearization of the peninsula
remains vital and we need a good discussion on this during the conference. He concluded
by expressing appreciation for the many experts from the ROK, the US, and Japan who
had gathered for the event.

Mr. Walter Lohman, Director of the Heritage Asian Studies Center, then
introduced Representative Lee. In introducing Representative Lee he noted that he was
a champion of democracy for years and was arrested for it. First elected to the National
Assembly in 1996, he has been floor leader of the Grand National Party (GNP) He is
close to President Lee, having run his mayoral campaign in the past. Representative Lee
thanked Heritage for arranging the conference and thanked the assembled experts for
attending and providing their thoughts on the new era. The Representative began his
comments by expressing appreciation to General (Ret.) Paik, Sun-yup, (the distinguished
Korean war hero and former ambassador - among his many accomplishments), saying
that it was an honor to have him at the conference. The history of the US-ROK
relationship is now over 100 years old. While it has had periods of conflict, good
relations have been the norm and Koreans remain grateful to the US for its help and
sacrifices during the Korean War. Our two nations have shared values - especially
freedom and justice. We have displayed these shared values during the Vietnam War and
in the Irag War. Now we have entered the era of President Lee, and the US will shortly
be getting a new president as well. Their main challenge will be to minimize conflict and

maximize cooperation between our two nations.



As for North Korea, it needs to do some soul searching about the effects of its
nuclear weapons program on the welfare of the Korean peninsula. Instead of
nuclearization, North Korea's leaders should deal with the hunger problem in their
country. The government there is now in a crisis. In needs to undertake reforms and
display openness. We must hope that President Lee and the new US president will be in
accord on dealing with the North.

On another aspect of US-Korean relations, the Korean government and its
National Assembly are looking forward to ratification of the Free Trade Agreement this
year, if possible. Ratification will strengthen our ties and the alliance. 1 truly hope it
happens this year as President Bush has promised. Of course, various elements in the
agreement will need reexamination by both sides. Resolving the remaining difficulties
and achieving ratification will clear the way for even better relations.

He concluded by anticipating that the conference discussions would be fruitful,
and saying that they would be influential in the ROK. With that, the conference
participants turned to the first panel of the day.

PANEL I: NEW GEOSTRATEGIC DYNAMICS ON THE KOREAN PENINSULA

Moderator: Mr. Walter Lohman, Director, Heritage Foundation Asian Studies
Center

Papers or Presentations:
Professor Victor Cha, Georgetown University
Professor llpyong J. Kim, University of Connecticut
Professor Chun, In-young, Seoul National University
Mr. Dan Blumenthal, American Enterprise Institute

Discussant: Dr. Nam, Sung-huh, Korean National Defense University

The Moderator noted, in introducing the panel members, that Professor Cha had
served in the Bush Administration on the National Security Council, that Mr. Blumenthal
had served in the Department of Defense and worked on the Annual DOD Report on
China, that Professor Kim was now emeritus after 35 years of teaching and had been a

ROK army office with a bronze star from the Korean War, that Professor Chun had



served in the ROK army as well and was a specialist on North Korea, and that Professor

Nam had his Ph.D in military history.

Paper: "Three Challenges for the U.S. and South Korea Under the Next American

Presidency' by Dr. Victor Cha

Professor Cha started by acknowledging the pleasure of addressing a roomful of
people who built the US-ROK relationship. He also apologized that he would have to
leave the panel a bit early to catch a plane to Seoul. He started his remarks by giving the
record of the US-ROK relationship in the past few years a positive assessment. It has
been better than many predicted it would be a few years ago and offers a good foundation
for the incoming US administration to build on. Despite all the gloom about how the
alliance was in trouble, it has seen more positive changes in the last 5 years than in any
half-decade in its history. This was also contrary to the conventional wisdom that the
leftist Roh administration and the hawkish Bush administration were incompatible
because Roh's engagement policy toward the North clashed with the American view that
it was a terrorist threat.

I know personally how difficult the tone was in the alliance at that time, but there
is a difference between tone and substance. Commentators and pundits tend to judge
alliances from the rhetoric of the moment - taking a kind of cross-sectional view. But
alliances are best assessed longitudinally, by outcomes over a long period of time. Any
alliance will have periods where the tone of relations looks bad up close, which is true in
US-British or US-Japan relationships. What matters is whether the partners can still
reach agreements and work together in difficult times. In this regard the past five years
posed one of the toughest tests of the US-ROK alliance's strength and resiliency.

During that time the allies agreed on a major base alignment and force
restructuring agreement, with the most far-reaching changes in US forces in Korea since
the Korean War, including their removal from the DMZ, the shift of USFK headquarters
out of Seoul, and the return of over 60 military installations to the ROK. The agreement
on returning wartime operational control to the ROK by 2012 is a watershed. These

changes maintain the US commitment while, as in Japan, reducing civil-military tensions.



An informal and highly effective channel between the two national security councils was
opened, as was a Strategic Consultation for Allied Partnership dialogue (SCAP) at the
foreign minister level, helping expand the scope of the alliance beyond the peninsula.
Like Japan under the "global alliance” concept, the ROK provided a (third largest)
contingent of ground troops in Iraq for humanitarian missions and providing protection
for USAID and UN offices. It provides a field hospital and logistics support in
Afghanistan, and sent 350 troops for operations in Lebanon.

Here are the most important challenges for the future. First is ratification of the
Free Trade Agreement (FTA), the largest bilateral FTA the US has negotiated. It is
impossible to overstate the importance of the FTA. It deepens the two nations ties well
beyond the military relationship and is vital for the alliance, for broadening and
increasing trust in it. It is also a deal of very high quality. Many people doubted that the
FTA could be achieved. Now that it has been, many in Asia see it as a model for the
future, so US relations with others in Asia are at stake in the ratification process.
Nonratification would be seen as a setback to the alliance and erode US leadership in
Asia. This is particularly the case because the US has always been a champion of free
trade. Protectionist sentiments now are the highest since the Smoot-Hawley era, and
dropping the FTA would be walking away from free trade and yielding our leadership
position in Asia to China. Even though it would not end the alliance, given our common
values and interests, it would allow ROK-European and ROK-China relationships and
proposed FTAs to move ahead, putting US firms at a disadvantage. In the wake of the
failure of the Doha Round, the US-Korea FTA is seen as a model for using a network of
FTAs as a substitute. Obviously, the outcome is a larger strategic matter.

Next, the beef demonstrations earlier in the year revived memories of some
perennial difficulties in the alliance when they were seen as signs of ROK nationalism
and latent anti-Americanism. But the protests are not important for those reasons. They
were not about beef, which is quite safe - when the restrictions on beef imports were
dropped US beef promptly took 39% of the market. The media in the US have been
taking note of the demonstrations against President Lee. Thus they were not about
President Lee having made a bad deal on beef imports, or a sign of the vibrancy of

democracy in the ROK, as American media coverage suggested. The demonstrations



have actually crippled the country, inflicting costly production losses of up to $2.5 billion.
The demonstrations were a sign of a fundamental problem - Korean leftists have to learn
to express discontent and operate effectively within the framework of democratic
institutions, now that the left is out of power for the first time in over a decade. The rapid
rise of the left and the "3-8-6 generation,” and then the scale of its recent electoral defeat
(President lee was elected by the widest margin since 1987), was unprecedented. But the
left which had so strongly pressed for democracy promptly, instinctively, took its protests
to the streets, with even opposition party legislators involved, and this is harmful to
Korean democracy.

The third challenge is preparing for change in North Korea, a development which
could have immense repercussions in the region, would have implications for Chinese
and Japanese security and would raise the possibility of a "loose nukes" crisis. The
regime may well come under major stress soon. Rumors have been circulating about
Kim, Jong-il's health, with two heart procedures having been needed in the last two years,
and his rule may now be close to ending; another stroke could be incapacitating or
debilitating. If Pyongyang doesn't go through with the nuclear weapons agreement the
others in the six-party talks will turn to tighter sanctions putting greater stress on the
regime. But even if things go well after all, and lead to broader and more normal
interactions with the outside world, this would also mean major stress for the regime and
possibly threaten its political control. The typical American view is that North Korea is
reversing course on the agreement because it insists that it should be dropped from the
State Department's terrorism list. Given its actions, this is possibly the case. However,
perhaps its action is not about the agreement and its implementation. Maybe it is due to
the internal leadership situation - maybe the leadership is feeling weak and in disarray,
feeling somewhat ignored. Something is wrong with the leadership.

If so, what should we be doing? We should be engaging in better joint planning,
particularly on a possible leadership transition. The alliance has a well developed plan to
meet another North Korean invasion, but only a "Concept Plan" for an implosion has
been developed and work on that was suspended by President Roh. Now that work must
be revived and updated. The ROK and US must also talk with China about this once the
plan has been discussed with Japan. All this must also be done quietly. The number of



questions to take up is substantial: how to know when the situation warrants outside
intervention? Who makes that decision? Which of the outside powers does what in an
intervention? Etc. Presumably the ROK would try to handle civil order, the US would
seek to secure the North's nuclear weapons, missiles, and facilities, and China would
want to stabilize the northern border lest they be misinterpreted. Getting some
transparency about the motives for North Korean actions is very important. While it is
understandable that discussing a possible collapse is very sensitive and might be
misinterpreted as an effort to bring down the regime, the effects of a collapse would be so
great that it is important to plan in advance.

The panel moderator, before turning to the next panelist, agreed that the FTA is
central and its ratification is vital. However, the timing will be different than planned as
it is unlikely to be ratified this year under this administration.

Paper: ""Chinese Policy Toward the Two Koreas' by Professor llpyong J. Kim

Dr. Kim opened by noting that 15 years ago he had served on Victor Cha's
dissertation committee, and mentioned that Professor Cha has a new book coming out.
He also noted that when he was in the army he served in the G-2 and was involved with
Chinese prisoners, to indicate that he has had a long interest in China. While this interest
has not been in the forefront recently, Hugo Kim asked that it be revived for this
conference presentation.

China has always backed North Korea, citing the "lips to teeth™ nature of their
relationship to characterize its support. It saved the North with its intervention in the
Korean War and has provided a security umbrella for the North since then. For years
China had a one-Korea policy, and a virtual security pact - The North Korea-China
Friendship Treaty - that came into effect in 1961. It has provided diplomatic support,
loans, grants, and trade relations. In particular, China has been the North's major supplier
of oil, usually at low prices. Kim, Jong-il has often visited China.

But this relationship has shifted considerably since Beijing established diplomatic
relations with the ROK in 1992. This was after the Roh, Tae-woo government moved to
open links with the North in its engagement policy, a campaign that culminated in the

1991 signing of the Agreement on Reconciliation, Nonaggression, Exchanges, and



Cooperation, and the Joint Declaration on the Denuclearization of the Korean Peninsula
on keeping the peninsula free of nuclear weapons. Since those developments China has
steadily improved relations with the ROK and now has essentially a two-Korea policy.

The North Korean nuclear program goes back more than five decades. Initially it
involved North Korean nuclear scientists studying in the Soviet Union and various other
countries, then Russian help in the construction of the research reactor at Yongbyon and
the creation of a related research center. In the 1980s a nuclear weapons program was
initiated with DPRK development of facilities for uranium fabrication and conversion.
The work continued even though the North signed the NPT in 1985, and it refused to sign
a safeguards agreement with the IAEA. Only after signing the Declaration on
Denuclearization did the North finally get around to a safeguard agreement with the
IAEA in 1992. But the North was soon operating nuclear fuel reprocessing facilities and
than in 1993 it withdrew from the NPT.

That set off a crisis with the US which finally led to the Agreed Framework in
1994. The North agreed to dismantle or freeze construction on three nuclear reactors and
freeze operations at its nuclear reprocessing facility plus open a dialogue with South
Korea, in return for heavy oil shipments, construction of two light-water reactors by the
West, and improved relations between the US and the DPRK.

Over time, relations and contacts between the North and both the ROK and the
US improved and, with the creation of the Korean Energy Development Organization
(KEDO) construction on the light-water reactors was initiated. But the arrival of the
Bush Administration saw the president eventually describing North Korea as part of the
Axis of Evil, the US charge that the North had a clandestine uranium enrichment program,
and the scrapping of the Agreed Framework. The North promptly reinvigorated its
nuclear weapons program with various steps that were to culminate in the North's nuclear
test in 2006 after a 2005 test of a long range missile.

The response was the initiation of the 6-party talks in 2003 at the insistence of the
US, which wanted to abandon bilateral talks with the North. Progress was slow until the
US agreed with the others that reaching an agreement on compensation to the North
should come before specifying the details on the North's abandonment of its nuclear

weapons program. This opened the door to the Joint Statement of September 19, 2005.



In addition to establishing the framework for resolving the nuclear weapons conflict, the
parties agreed on opening extensive relations with the North, the US agreed to respect the
North's sovereignty and independence, and all parties agreed to cooperate on long term
peace and stability in Northeast Asia.

In helping create, then hosting, the six-party talks China became an active
participant in resolving the North Korean nuclear weapons proliferation problem. It was
instrumental in keeping the negotiations going when impasses arose and after the North
Korean nuclear test. However, it also displayed a harsh reaction to the North Korean test
that included imposing some limited sanctions on the North, even as it also continued to
ship food and oil to the North out of concern for its possible collapse. Finally, in
February 2007 the talks produced an agreement that initiated North Korean
denuclearization efforts, with provisions for outside monitoring and verification, in
exchange for a million tons of fuel oil shipments or equivalent aid

In general, on denuclearization China has sided more with the ROK than the
North. Economic issues and ties dominate China-ROK relations, which have included
summit meetings in 2005 and (two) in 2008. The latest meeting declared that their
relationship is a "strategic cooperative partnership.” China wants the ROK to be within
its sphere of influence as opposed to Japan's.

Broadly speaking, China's close relations with the North have been for purposes
of security. It also wants to retain a solid partnership with Seoul and supports the goal a
peaceful Korean unification. The ROK, North Korea and China will eventually have to

talk about reunification together.

Paper: "lInter-Korean vs International Relations: A Korean Perspective™ by
Professor Chun, In-young
Professor Chun began by suggesting that the title of the paper he had been asked
to deliver might be too broad. In inter-Korean relations there has been considerable
strain at times. And US-DPRK relations have been very strained by the Irag War and the
nuclear weapons issue. The collapse of the Cold War and then of the Soviet Bloc
eventually led to agreements with North Korea. The greatest concern of the North was

achieving a nonaggression agreement. In this regard North Korea is very sensitive to the



emergence of bad situations in either the global or the Northeast Asian regional system.
The North also tries to exploit any openings it perceives. This is what it is doing now,
exploiting the opportunity offered by the Americans' preoccupations with their domestic
affairs. It is waiting on the arrival of a new administration.

Japan, Russia, China, the ROK, and even the US have been doing very well in
recent years. North Korea is the exception in the Northeast Asian region. As for the
regional situation, during the Cold War the US reached a variety of agreements with the
Soviet Union and this is what it needs to do now with China on regional affairs. The
China-Japan relationship seems stable and a China-Japan arms race seems unlikely. The
ROK can continue to lean a bit toward China, or even balance a bit between China and
Japan or China and the US, but the US is, and will remain, its prime ally. While this
current stability in the region is very pleasing, we can't assume that it will continue
indefinitely and must be prepared for big changes that could come.

North Korea is very tough to deal with, but if taken seriously the regime will
negotiate. The current reassembling of the nuclear reactor is a typical negotiating tactic
of the North. In addition to these difficulties, the relations between the two Koreas are
affected by both international and domestic factors. There is a certain recognizable
pattern to all this. As a result, North Korean reactions can be somewhat anticipated.

North Korea will certainly keep its nuclear weapons for as long as possible for the

leverage they offer. The US and other governments must behave accordingly.

Paper: ""The Future of US Policy Toward North Korea' by Mr. Dan Blumenthal
After thanking the organizers for his invitation to make a presentation,
Blumenthal noted that he works on China matters at the American Enterprise Institute.
Since Assistant Secretary of State Kelly met in 2002 with the North Koreans and
accused them of having a uranium enrichment program, efforts in the ensuing six years
have still not resolved the North Korean nuclear weapons problem. Just the efforts to do
so have strained the US alliances in the region somewhat. The key is to keep our eye on
the long term, not just the immediate issues. Our vital objective is denuclearization on
the peninsula, something we have been talking with North Korea about for some 20 years.

At some points the discussions were not seriously pursued due to expectations of many



analysts that the North Korean regime would collapse. Instead, it has survived on outside
assistance and international criminal activities. Given the nature of the regime we must
"distrust and verify."

What is clearly needed is a set of North Korean economic and other reforms
combined with better international behavior on its part. Libya eventually moved to do
this, but this was because clearly decided that it wanted to do so. North Korea seems
undecided about whether it wants to do the same. However, nuclear weapons are not the
only problem we have with the North. We need an end to the conventional forces threat
the North poses. We need an end to the North's missile threat to Japan. We need to
preserve the US-ROK and US-Japan alliances, and attend to Japan's interests as we
pursue security for the region.

China is a major concern. Where is it headed? It does not want Korean
unification. It is building a sphere of influence along the border with North Korea
through its investments and keeps significant military forces close to the border.

The US must also continue to press for improvements on the humanitarian situation in
North Korea. China is not helping here either; it is still sending some refugees back to
North Korea.

Our core alliances remain vital if we are to have a strong hand in the talks with
North Korea and for pressuring China on the talks. The allies do not want rising Chinese
influence in North Korea. And we must not let China pry the allies apart, especially if

North Korea will continue to retain its nuclear weapons.

Discussant: Dr. Nam, Sung-huh

Dr. Nam said it was a privilege to be asked to participate and pointed out that he
was a last minute substitute for the original discussant, giving him only a limited time to
get familiar with the papers.

For a good part of its history Korea had its affairs dictated mainly by outsiders. In
our time this has included the division of the nation - the great powers like having two
Koreas, not one. But this policy of theirs can't last; its collapse is coming. This invites a

number of questions (for Dr. Cha):



1) in a collapse of the policy will the four great powers seek nonetheless to maintain
North Korea's stability and recovery rather than endorse and facilitate unification?

2) what will the United States do to prevent a unilateral intervention by China in North
Korea?

3) what about possible involvement of various governments in dual or broader
interventions?

As for China possibly occupying part of the North in some contingency there, |
recently visited the southern border of Manchuria and saw a great many Chinese soldiers,
some components for pontoon bridges, and new barracks for Chinese forces. Clearly
China is prepared to conduct an intervention. What comments do Professor Kim,
Professor Cha, and Mr. Blumenthal have about this? After all, a durable peace in the
region is possible only if unification is achieved.

Responses by the Panelists

Professor Kim opened this portion of the panel by noting that the new Lee
government is seeking closer relations with China. It hopes this will enable it to resolve
the North Korean problem. One wonders whether President Lee is hoping that the South
can absorb the North or not. Also unclear is whether China will cooperation with the US
and the ROK to eventually eliminate the North Korean system. In the meantime, the US
cannot be of much help to the Lee government until there is a new administration in place.

Blumenthal reiterated that China does not want to cooperate on dismantling the
North Korean system, it wants to stabilize it. It also will not coordinate an intervention
with the ROK and the US. The Chinese have their own plans and that is dangerous. Dr.
Chun agreed that Chinese intervention is quite feasible - saying that he also traveled
along the Yalu last summer and saw many boats crossing. China might well send

"volunteers" again in a crisis, as they did in the Korean War.

Open Discussion
Dr Hong Nack Kim (West Virginia University), speaking from the floor, said
that the Bush administration's policy toward North Korea had been confusing, as it

shifted from taking a hard line to being much more diplomatic. Why did this shift occur?



Who is the main architect of American policy on North Korea? Blumenthal said that the
president had become largely irrelevant on the policy. Christopher Hill is the main policy
architect now, with the support of Secretary of State Rice and the president. The US is
now acting in a more unilateral fashion than before by pursuing separate talks with North
Korea. Within these developments China has shifted to become more like North Korea's
patron than before. The North continues to resort to extortion to survive, extortion based
on its nuclear weapons program. Until it decides to completely discard its nuclear
weapons and alter its behavior the other main problems in the region cannot be resolved.
And everything is standing still until a new US administration is in place - all the parties
are just temporarily reacting to developments.  Dr. Kim followed up by asking what
will happen. Blumenthal said that the current administration is preoccupied with other
matters now, like the situation with Georgia in the Caucasus region. So nothing will
happen until a new administration takes over.

As Victor Cha left the conference at that point, Professor Hwang, Eui-gak,
(emeritus) Korean University, asked what the other parties will do if North Korea
collapses. He also asked Professor Kim about the new "Strategic Cooperation
Partnership™ with China - is it an anti-American step? He also asked the panelists
whether the US, China, and Japan really want Korean unification. Blumenthal replied
that, as Cha said, the US and ROK stopped talking about what to do after a North Korean
collapse some time ago. This conversation has to resume, and then must be extended to
Japan. Not discussing this in advance would be very dangerous. After that, it would
necessary to really press China as to its plans. China certainly has a plan but it isn't
sharing it. It has many options.

Kim answered the question about the Strategic Cooperation Partnership.
President Lee likes the arrangement but wants stronger ties with the US at the same time.
He also wants US forces to remain in Korea. He is not as nationalist about the alliance as
President Roh and Kim, Dai Jung were. This poses a bit of a dilemma however, as it will
be difficult to pursue both the partnership and the alliance together. Professor Hwang
suggested that China remains much closer to North Korea that the ROK in terms of its
goals on the peninsula. It regards the ROK as still too close to the US, and there are

some anti-ROK feelings among the Chinese people and leaders. Kim reiterated that



President Lee wants better ties with the US, but to prevent North Korea from reacting
negatively to this he also wants to retain good ties with China. Dr. Hong Nack Kim
found President Lee ambivalent in his policies toward China and the US. But Professor
Chun insisted that many people in China do not care for North Korea and the lack of
reform there, and while they would accept unification they find the status quo all right as
well. Russia feels the same way - the status quo is satisfactory and does not harm
Russian interests. But, Hwang replied, unification is actually vital for sustaiining peace
in the region. The Moderator then said that he felt China was simply not interested in
unification, that it liked having the North Korean issue percolating to sustain its leverage.

A series of questions from the floor were collected. One person noted that if we
assume a North Korean collapse will occur, planning for it will rest no only on
collaboration but also on the soundness of our data on what is going on inside the regime.
How good is the data we have now? Dr. Larry Nicksch (Congressional Research
Service) asked about the possibility of achieving a stable transition with a North Korean
military government in power. What if the armed forces were behind the refurbishing of
a nuclear reactor there. This would pose the question of whether or not to deal directly
with the North Korean armed forces and their agenda that sought to end any threat to the
North and particularly any nuclear threat to the North. This is possibly the scenario the
incoming US administration will have to face. Is such a negotiation viable - is it
something the US could agree to undertake? And if it isn't, then where would the US
turn? Hugo Wheegook Kim directed his remarks at any panelist who wished to reply.
US-Korean relations have been shifting toward being more about the economic than the
military relationship. On ROK relations with China the reverse seems to be true. Samuel
Huntington has predicted that Chile will eventually dominate the East Asian region, and
ROK trade is already higher with China than the US. What are the implications of all this
for US-ROK relations? Professor Chun, In-young (Seoul National University) pointed
to China's important investments in North Korea and asked: "Does it own North Korea?"
Does it own anything there that is valuable? China has also been able to secure a good
deal of technology from the ROK. Isn't China seeking domination of the peninsula?
Won't it cite its holdings in the North as justification for intervening there if necessary?

We have to be realistic about China.



Panel members responded in variouis ways. Dr Kim said Nicksch had raised a
good point. Hasn't the US threatened a clear military strike if the North nuclearized in
the past? On China, its armed forces could take over in North Korea and we need to
prepare for that possibility. Blumenthal insisted that China is already carving out a
sphere of influence in North Korea. And if necessary, China will try to stabilize North
Korea unilaterally. As for the Nicksch scenario, could the Chinese armed forces be any
more hardline than the North Korean armed forces? With regard to China, its rise is the
key issue in Asia. Talks are a means to an end - once we set out our objectives then we
can decide what kind of talks with China to pursue. Finally, as to our intelligence on
what is going on in North Korea, it is very limited.

Dr. Huh had the last word. The six-party talks have been a waste of time. They
can't solve the North Korean nuclear weapons problem - the armed forces will never give
them up. Sooner or later the US must face the question of whether to allow this. In fact,
it probably can tolerate North Korean nuclear weapons if there is no horizontal
proliferation from them. And the US may do this, to the ROK's dismay.

On that note the panel ended, and the conference adjourned for a luncheon.

LUNCHEON AND KEYNOTE ADDRESS: THE HONORABLE LEE, TAE-SIK,
ROK AMBASSADOR TO THE UNITED STATES

The Ambassador was introduced by Dr. Kim R. Holmes, Vice President for
Foreign and Defense Studies and Director of the Kathryn and Shelby Cullom Davis
Institute for International Studies at the Heritage Foundation. Dr. Holmes noted how
honored the conference was to have the Ambassador attend. The Ambassador was
formerly a Deputy Foreign Minister, and has had to meet the challenge of being the
ambassador for two Korean governments and during two US-ROK summit meetings.
Facing the two governments now is the disposition of the FTA, which would boost trade
by some $20 billion and help to strengthen South Korean economic reforms. The
ambassador has been a tireless champion of the FTA all across the US. Heritage supports
the FTA and thanks the Ambassador for his work on its behalf.



Ambassador Lee said he was pleased to be able to appear before the participants
and to provide them with some relief from their discussions. He indicated that the
Heritage Foundation and the Council on US-Korean Security Studies are impressive
organizations and thanked them for organizing the conference. Dr. Feulner [the Heritage
Foundation President] is very insightful, very knowledgeable about US-Korean relations
and has a wide circle of contacts in Korea.

Today Korea celebrates the 60th anniversary of modern democratic government
there, against a backdrop of 5000 years of history. The ROK has emerged from the
devastation of the Korean War to become one of the world's most prosperous, vibrant
democracies, the 11th largest economy, and a contributor to the international community.
As President Lee said recently, the nation "was a history of miracles” and Koreans have
fought for political freedom because "freedom is the air we breathe." This is, in part, a
result of the heroic sacrifices of American men and women in the Korean War, sacrifices
that were not in vain. At first, the resulting US-Korean relationship was lopsided, but
now it is more interdependent and complex and extending beyond economic, political
and military relations to social and cultural matters. And the relationship is growing
stronger and increasingly beneficial. It is not one of expediency, convenience, or short-
term gains.

In this context, elections in either country will not fundamentally alter the
relationship, whatever their particular impact. On the recent elections in Korea, President
Lee has promised continued economic growth, a global vision of shared responsibility,
and a strengthened US-ROK relationship that addresses issues beyond the peninsula in
the region and the world. To that end the two presidents have met three times in less than
six months. This shows how far the ROK has come as a leading democracy in the region
and the world in just 60 years. President Lee initially met President Bush at Camp David,
the first Korean president to be invited there, to initiate their personal relationship. The
second summit was at the G8 meeting in Japan in July and stressed the importance of the
two nations' economic relationship. In August they met in Seoul, agreeing to press hard
for FTA approval. One stumbling block that had to be removed was the beef issue, at
considerable political cost to the Korean government. Since then Korea has already

imported more than 16,000 tons of American beef which is selling very well. Another



sign of the good relationship between the two presidents is President Bush's support for
retaining the US Board of Geographic Names designation of Dokdo as South Korean

I am confident that no matter who is elected in the US in November, US-Korean
relations will remain strong. They have always grown stronger no matter which party
won the election. As an example, the first head of state to visit President Reagan was
President Chun, Doo-hwan. The door to the White House will surely remain open to
Korea.

Peace on the peninsula continues to be ensured by the alliance, which has moved
from unilateral to mutual dependency over the years. Thus Korea has been one of only
three nations to support the US militarily in the wars in Vietnam, Afghanistan, and Iraq.
The great interest these days in the health of Kim, Jong-il reminds us how vital close US-
ROK cooperation is. We must continue to work closely together on the nuclear issue in
the six-party talks. If that issue can be resolved the future of the region will be very
bright particularly for the people of North Korea.

The other front burner issue is the FTA, which constitutes a significant decision to
upgrade the US-ROK economic relationship substantially. The negotiations were intense
but resulted in a mutually beneficial agreement, some highlights of which include:
Further opening a major market for US exports;

Leveling the playing field in Korea for US businesses, farmers, and workers;

Ensuring the US competitive position in East Asia; and

Strengthening US-ROK ties.

The FTA should boost US GNP by $!0-20 billion and increase US exports by $10 billion
Ratification in the ROK should come relatively easily, but in the US it is mired in politics
and it has yet to be considered by Congress and the window for this year is closing.

On another issue, just this week the remaining technical requirements for Korea to
participate in the Visa Waiver Program were resolved, after many years of hard work,
and Korean visitors will take advantage of this starting in January. An innovative new
exchange program, the WEST Program, will promote work, study and travel among

young people from both countries.



In summary, the US-ROK relationship has changed and will continue to change,
but will remain strong and vibrant given our mutual respect and commitment to
democracy and freedom

Dr. Holmes thanked the ambassador for his remarks including his kind comments
on the Heritage Foundation and Dr. Fuellner. The conference then returned to its

discussions.

PANEL Il: THE FUTURE OF THE U.S.-KOREAN ALLIANCE

Moderator: General John H. Tilelli, Jr USA (ret), Co-Chairman of the
Council on US-Korean Security Studies

Papers or Presentations:
Mr. Bruce Klingner, Senior Research Fellow for Northeast Asia
at the Heritage Foundation
Professor Hyun, In-Taek, Korea University
Dr. Hideshi Takesada, National Institute For Defense Studies,
Japan
Dr. Kim, Taewoo, Korea Institute for Defense Analyses -

Discussant: Lt. General Raymond P. Ayres, Jr., USMC (ret.)

Paper: "Evolving Military Responsibilities in the US-ROK Alliance™ Mr. Bruce
Klingner, Senior Research Fellow for Northeast Asia, Heritage Foundation
After the moderator's introduction of the panel, Bruce Klingner began presenting
his extensive paper by noting that the two presidents say there has been a shift to a
"strategic™" alliance. Where does that leave us now? We have a very successful and
stable alliance. President Lee's election has added vigor and optimism to the alliance. So
why is a change needed? The alliance has been indispensable for Washington's strategic
objectives and peace and security in Northeast Asia. However, the threat environment is
changing, American military strategy is shifting, and there is a greater desire for
autonomy in the ROK. Important improvements in the alliance in the past five years
have been overshadowed by strains in the political relationship, arising out of President
Roh's desire to play a balancing role in the region and his policy differences with the

Bush administration.



However, while agreement on transforming the alliance is established there has
been frustration among US officials over the pace of the ROK shift to a “strategic”
alliance and development of a new strategic vision for the alliance. There is concern
about plans to cut ROK forces and how the Plan 2020 is underfunded and behind
schedule. There is uneasiness about the ROK lag in installing a modern missile defense -
General Bell has suggested the ROK acquire a theater BMD with PAC-3 and SM-3
missiles that will fit well with US capabilities. South Korea's older F4s and F5s will be
difficult to keep operational.

The alliance is already changing and needs to become more robust and values-
based. It also needs more attention by the senior political and military leaderships in
defining the nature of the alliance and providing with a joint strategic vision for the future.
But US officials, and some in Seoul, have noted the ROK's delays o this. More must
also be done to offset China's military modernization. More broadly, a joint strategic
vision is needed, a reexamination of the roles and missions of the partners, and an
analysis of the allies acting as partners on global and regional security issues. In all this
ROK military and other capabilities need to be better incorporated. This will all take
time to bring about, with all the diplomatic, political, military and economic shifts taking
place. The US needs to stop behaving as if the US-Japan alliance is the critical one,
thereby doing a disservice to the US-ROK alliance.

Also needed are expanded public diplomacy efforts to sustain public support for
the alliance. Without this and the establishment of a clear joint objective, Congress will
not continue to support the alliance. And the US must adjust better to Korean
sensitivities (such as those on beef).

The US is significantly restructuring and redeploying its forces around the world,
emphasizing regional hubs over placements tied to specific threats. Modernization of US
military capabilities, the strain of deployments to Irag and Afghanistan, and some
opposition in the ROK to the US military presence have led to a decline in the USFK and
shifting more responsibility to the ROK. US forces are being moved from the DMZ and
wartime OpCon will be turned over to ROK forces. 59 bases and 36,000 acres are being
returned to Korean control. Washington is spending $11 billion to augment USFK future

capabilities to allay ROK concerns.



The OpCon shift has become very politicized, with President Roh depicting it as a
national sovereignty issue, and Korean conservatives fearing it reflected a declining US
commitment. So the US has pledged that its air combat, strategic intelligence, and
certain other capabilities will stay on. However, creation of two separate commands in
place of OpCon risks loss of a tight integration in wartime and a decline in US public and
congressional support for maintaining USFK.

South's Korea's ambitious Defense Reform 2020 - cutting forces, improving
technology and command and control systems, modernizing weapons, etc. will bring
major changes including Aegis destroyers, new submarines, and long range cruise
missiles. President Lee needs to translate terms like "Global Korea” into a strategic
vision and a national military strategy. The US must be careful not to press to hard for
this new comprehensive form of the alliance.

Some things that must be done as a result:

The alliance's importance must be affirmed;

The commitment to defense of the ROK must also be affirmed, such as by keeping
relevant US forces there;

Joint efforts to improve C41SR must be pursued;

A layered BMD system must be emplaced, including additional PAC-3s;

A study group on the future of the alliance must be established,;

Plan 5029 - the North Korean contingency plan - must be updated to cover possible
instability in the North;

Defense Reform 2020 must be fully funded,;

Korean forces for overseas military activities need to be increased and suitably equipped,
and Korean diplomatic and peace-keeping operations should be expanded;

The ROK should join the Proliferation Security Initiative

The US will also have to settle for a slower ROK military transformation.
President Lee will have constraints on this effort and the US must be sensitive to this. An
expanded security role for the ROK is controversial there. The alliance has been
underappreciated in recent years and this has to be corrected - we must not give the

impression the US-Japan alliance is more important. In fact, the US-ROK alliance has



benefits the other does not (there is no pacifist constitution, for instance). Everyone

benefits from strong relations among the US, the ROK, and Japan.

Paper: "'South Korea's Strategic Options and the U.S.-ROK Alliance™ by Professor

Huyn, In-Taek:

After some technical difficulties hampered the opening of this portion of the panel,
Dr. Hyun introduced his remarks by emphasizing that the ROK is now wide open to
interaction with the world, and highly developed. US-ROK relations are very strong.
The two presidents have held 3 summit meetings in the past 6 months. At the April
summit the plan for a "Strategic Alliance™ was announced, not long after President Lee's
election.

On the other hand, the recent demonstrations set back President Lee's plans for
the alliance significantly. The massive demonstrations over the beef issue led to the
President’s popularity plummeting. In one poll the president's approval rating, which
stood at 57.3% in March, had dropped to 16% in May-June during the demonstrations.
Then it partly rebounded to 35% in the summer before declining to 27.%% in September.
The political situation forced President Lee to reorganize his cabinet through a number of
changes in personnel. Major issues in the alliance requiring work with the United States
had to be set aside for the time being. About the only good thing in all this was that at
least President Lee learned a lot! The Dokdo dispute promised to be a serious issue as
well with the public. But President Bush bailed out Lee with his decision to support
Dokdo's status as Korean.

The major foreign policy goals of the ROK under the administration are
beginning to emerge. Referred to as the "MB Doctrine" the goals are summarized as 1)
constructing a peaceful new peninsula via denuclearization, building a peace regime, and
integrating a North-South economic community; 2) enhancing East Asian cooperation
and integration by building a regional community and a widening strategic partnership
while expanding regional cooperation; and 3) contributing to global safety, order and
development, such as by greatly increasing Korean foreign aid and peace keeping work
One route to this is to make South Korea s "strong soft power," going beyond the military

power it continues to accumulate to draw more on its economic and knowledge power.



This means utilizing its image and prestige as a mature democracy and advanced market
economy, and its success in the development of nonnuclear power.

Another major objective is to refurbish US-Korean relations after the difficulties
that emerged in recent years, including a "creative reconstruction™ of the alliance. Poll