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ABSTRACT

The Sunshine Policy, a new type of engagement policy of South Korea towards North Korea,
was set by the administration of the president Kim, Dae-joong in 1998 and lasted for a
decade until the opposition party took over the ruling party seats. Since the policy was
implemented, whenever North Korea has raised the level of security threat with its missiles or
taken war-provoking postures, the Sunshine Policy has been brought to the discussion table
domestically and internationally, and there always has been mixed opinion about the policy’s
efficacy. This essay sets forth the views on why the Sunshine Policy should be regarded as a
successful government policy, supporting them by using the ideas of strategic moves and
commitment. From the strategic move point of view, the Sunshine Policy was a new initiative
for direct conversation with North Korea (the North) and it achieved the first mover’s
advantage in a strategic move by inducing the North to take a cooperative attitude toward
South Korea (the South), consistently showing the South Korean government’s commitment
on the promise of the ‘economy and politics separation principle’. When applying the
commitment device concept, the Sunshine Policy could be considered a commitment device
maker, as it created the joint industrial zone as a symbol of the inter-Korean cooperative
economic development, and two Koreas had negotiated more than 40 different types of
agreements during the decade in the period of the Sunshine policy. Hence, it could be said
that the Sunshine Policy contributed to enhance the probability of sustaining the security on
the Korean peninsula.
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INTRODUCTION

The first historic peaceful transfer of power was reached in South Korea in 1998, as Mr. Kim
Dae-jung was elected as president: The Sunshine Policy, a new type of engagement policy
towards North Korea, was coined by him first, and this policy remained effective for a decade
until the opposition party took over the ruling party seats. Whenever North Korea raised the
level of security threat with its missile or took war-provoking postures, the Sunshine Policy
was brought to the discussion table domestically and internationally, and there have always
been mixed evaluations about the efficacy of the policy. This paper sets forth views on why
the Sunshine Policy should be regarded as a successful government policy, using the concepts
of strategic moves and commitment as support.

THE SUNSHINE POLICY AND MIXED REVIEWS
Reaching a truce agreement in 1953 with North Korea after three years of Korean War, the
South Korean government did not always exert effort to engage in cooperation toward
unification. Instead, the government used the North Korea issue as a tool for sustaining its
authoritarian regime, under the mask of national security. In this regard, many regard the
Sunshine Policy as the first official diplomatic approach established by the government
aiming to build a cooperative system with the North, discarding antagonistic confrontation in
the Korean peninsula. The definition and philosophical foundation of the Sunshine Policy is
well-described in this government report as below:
“The sunshine policy can be seen as a proactive policy to induce incremental and
voluntary changes in North Korea for peace, opening, and reform through the
patient pursuit of reconciliation, exchanges, and cooperation. In the forthcoming
discussion, however, the sunshine policy goes beyond simple engagement. It
comprises several components such as military deterrence, international
collaboration, and domestic consensus. Nevertheless, its objective is crystal clear:
to lay the foundation for peaceful Korean unification by breaking the vicious cycle
of negative, hostile actions and reactions through peaceful coexistence and
peaceful exchanges and cooperation. The sunshine policy is based on three
fundamental principles as outlined in President Kim’s inaugural speech. The first
principle is non-tolerance of military threat or armed provocation by North Korea.
The second is the official abandonment of the idea of unification by absorption and
the negation of any other measures to undermine or threaten North Korea, and the
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third is the promotion of exchanges and cooperation through resumption of the
1991 Agreement on Reconciliation, Non-aggression and Exchanges and
Cooperation.”1
In sum, like the story from a Greek fable by Aesop, this policy proposes to take off the heavy
coat of the North ‘with warm sunshine instead of blowing howling gale’. In practice, this
meant that the South provided rice, fertiliser and more to its northern neighbour, on a lossleader basis, to build confidence without setting conditions or demanding immediate
reciprocity. Kim Dae-jung also allowed Southern businesses, NGOs and others to go North,
and one of the outcomes from this gesture is the construction of the Kaesong City Industrial
Complex in North Korea. Another is a resort launching at Mt Kumgang built by the leading
South Korean construction company, the Hyundai conglomerate. After a slow start, well over
a million South Koreans visited Mt Kumgang. Tour buses crossed the DMZ daily, and people
even drove their own cars into North Korea. Above all, the most historic achievement is the
South Korean president’s travelling to Pyongyang in June 2000 for the meeting of the two
Koreas' leaders for the first time since the Korean war (1950-1953). Despite of all those
indicators for a rosy future, North Korea has been heightening the tension intermittently,
including conducting nuclear tests in 2006 and 2009 and most recently in 2013, and provoking
the South with naval clashes in 1999, 2009 and 2010. It is thus not surprising to hear the hardliners in the South criticise the Sunshine Policy as having done nothing but help the North to
develop a nuclear weapons program by rendering enormous financial aid, with no returns.
Furthermore, in 2010, a government report found that there have been no positive changes to
Pyongyang's behaviour despite a decade of mass aid and encouragement2. However, this paper
will take a stand against those pessimistic views on the Sunshine Policy, and instead argue
that the Sunshine Policy was successful when reviewed through the theoretical views of
strategic moves and commitment device.

ANALYSIS
!
Taking the first mover’s advantage in strategic moves
In order to gain a general idea of the playground of strategic moves between the U.S. South
Korea and North Korea, we should understand two underlying facts. First, North Korea has
been clinging to its unique diplomatic position: “contact the U.S. and block the South”. North
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Korea has been avoiding getting to the negotiation table with the South mainly due to the fear
of absorptive unification.3 Therefore, the North tried to make negotiations directly with the
U.S. instead, the Geneva Agreement Framework in 1994 being a good example of this.
Secondly, we should remember that resolving the North Korea issue through negotiation is
apparently the optimal option for all major players; the U.S, South Korea, North Korea and
China. According to the war-game simulation result, which was conducted by the U.S. in
1994 during the first North Korea Nuclear Crisis, four million reserve forces in South Korea
and 1.3 million U.S. military could be assembled just in 24 hours. However, the casualty
analysis indicated that upwards of 200,000 soldiers and 1.5 million citizens around the capital,
Seoul, would be killed in the first day, and the number increases to one million dead soldiers
and five million citizen casualties in a week. Considering the minimum of $1 billion of
economic losses and $3 billion for damage restoration, taking a risk of war is not a rational
choice for either the two Koreas or for the international community. However, even though
all the players recognise that mutual agreement would be their optimal choice, this game
requires little bit of dance time between two actors, the U.S and the North. Looking back at
history, the dance between the US and the North was nothing like a romantic swing. Instead,
there is a well-known pattern to this rather more fatal and aggressive dance; North Korea has
repeatedly and purposefully backed themselves into the corners, terrifying the world with
missile launches and nuclear tests that often end with North Korea’s getting more
international assistance. Hence, considering those conditions described above, the Sunshine
Policy should be regarded as the South Korean government’s first spontaneous strategic move.
A strategic move is designed to alter the beliefs and actions of others in a direction favourable
to ourselves.4 The fact that the Sunshine policy declared that “a takeover or absorption of the
North will not be attempted” makes this policy a strategic move. The reasoning behind this
argument as follows:
The sequential game tree below helps us to understand why the North has always initiated the
provocation and why their scheme has worked out so far.
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Figure 1 Tree and Payoffs in Sequential Game between the North and the USA5

If the North provokes and the U.S. gives any type of economic compensation to pacify the
situation with the North, the North would gain international recognition of superior political
power and also gain aid, while the U.S. would suffer economic loss for the price of sustaining
peace and security. If the U.S does not compensate the North, the tension will increase. If the
North requests aid for the US without provocation and the U.S. responds in a cooperative
manner, the North could receive economic aid but at the expense of losing face and the
illusion of superiority in the political ground. Note that the North is already aware that the
U.S’s being cooperative to the North is the dominant choice for the U.S. Furthermore, this is
not even a strategic game because the North chooses ‘threat’ simply because it gives better
payoff and not because they try to alter the beliefs and actions of the counterpart.
However, the Sunshine policy was a new experimental initiative, differing from the previous
Korean government’s containment policy. It was meaningful starting point for building a
peaceful environment on the Korea peninsula through a ‘low political’ approach. As
announced in the Sunshine Policy, the South Korean government declared there would be no
attempt for absorption unification. Viewed in an historic light, the past stalemate in interKorean relations was a result from the excessive politicization of the two Korea’s relationship,
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hence the reason why the South government emphasised there is no such intention of
absorption, rather an approach to mutual economic partnership.
Figure 2 Tree and Payoffs in Sequential Game between the South and the North6

This newly-arranged game tree above tells us two achievements of the Sunshine Policy; first,
it opened up the direct conversation path to the North without the assistance from the U.S.
and secondly, from the strategic move perspective, the government induced the North to
choose cooperative attitude by changing the North’s expectations about the South’s responses.
Although South Korea already knew that the Sunshine policy would lead the political
situation between the two Koreas to the advantageous position for the South eventually due to
the expected spill over effect and positive by-products from the Sunshine Policy such as more
frequent cultural exchange, reducing the economic gap between two nations, South Korea
firmly claimed the policy only entails economic cooperation. This is why the Sunshine Policy
is a strategic move. Of course, in order to make this declaration sound credible a commitment
should be followed. Commitment shows to the counterpart in a game that the actor is
purposefully limiting his freedom of action, so in this situation, the lack of freedom has
strategic value. The South Korean government actually engaged in several actions to
demonstrate its commitment. For example, in spite of the North Korean submarine infiltration
of June 1998, President Kim approved the Mt Kumgang tourism plan in November 1998, and
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also the first South-North vice-ministerial level talks were held in the year. Those signals of
the South’s commitment on the Sunshine Policy enhanced the credibility of the policy and
this strategic move finally reaped the fruit; the two top political leaders of the two Koreas met
in person for the first time at the inter-Korean summit held in Pyoungyang in June 2000.
Hence, the Sunshine Policy was a successful strategic move made by the South Korean
government: first, because it paved a way for the direct conversation between two Koreas;
and second, it achieved the first mover’s advantage inducing a favourable decision from the
North.

THE SUNSHINE POLICY: COMMITMENT DEVICE MAKER
North Korea’s recent missile launch threat, during April 2013, amplifies the global suspicion
about the efficacy of the Sunshine Policy. However, the current upsurge of tension is not
caused by the failure of the policy itself but is more likely the outcome of the policy
overthrow caused by South Korean government’s inter-party strife. The government’s North
Korea policy faced a huge change in the President Lee Myung-bak’s administration. As soon
as taking up his post, the President proposed to abolish the Ministry of Unification and merge
its function with the Ministry of Foreign Affairs and Trade (MOFAT). However, in the face
of massive public objection, the Ministry of Unification could avoid abolition but its major
role and authority was passed to the MOFAT. Furthermore, a new policy was introduced to
replace the Sunshine Policy: the Grand Bargain Policy. This asserted that the North must first
give up its nuclear program to receive security guarantee and economic aid. This is
intrinsically different from the Sunshine Policy as it set forth a number of conditions for the
North to meet before any type of benefit is conferred to them. This policy actually reversed
the underlying purpose of the Sunshine Policy of luring the North to the discussion table and
provoked the North to take a hard stance (to demonstrate the North will not be pushed by
South). Therefore, it is not fair to tie up the provocation of the North, which happened under a
different policy line with the direct outcome of the Sunshine Policy. In fact, looking at the
precise result of the Sunshine Policy, the policy actually created multiple commitment
devices on the North’s side, which could have been adopted as a protection mechanism for
the security of the two Koreas if the policy has been kept alive even after the change of
regime in 2008. In this second part of the argument, this paper will shed light to the function
of the Sunshine Policy as a commitment device maker and how it was successful on creating
multiple commitment devices on the North’s side.
One of the meaningful fruits from the Sunshine Policy is the agreement for operating
collaborative economic development by constructing the Kaesong Industrial Complex in the
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North region. Starting business in 2004, it now has more than 50,000 North Korean
employees. Considering the number of family dependents per worker, this industrial zone is
regarded to have enormous economic and also societal impact on the North Korean society.
Furthermore, it is evident that the policy has increased inter-Korea trade volume and also
diversified trade structures in primary and secondary industries as well as processing-oncommission (POC) based trade.
Figure 3 North-South trade and POC amount (million USD)7

Secondly, in terms of the number of agreements made between two Koreas during the Kim
Dae-jung administration, the Sunshine Policy absolutely contributed to yield much more pacts
comparing to the period of other president’s regime. During President Roh, Tae-Woo’s
regime (1988-1992), there were 11 agreements including the Basic Agreement, and during the
Kim Young-Sam government (1993-1997), there was no agreement. However, 40 agreements
on political and economic cooperation were made during the Kim Dae-jung administration
(1998-2002). The agreements include a wide range of contracts such as investment guarantee,
avoidance of double taxation, and mediation of commercial disputes.
The joint industrial zone and several different types of agreements, described above, should
be regarded as powerful commitment devices imposed on the North. A commitment device is
typically an institutional innovation designed to change the payoffs so that dominant strategy
is socially optimal as well as privately optimal, hence through a commitment device societies
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can achieve better outcomes in which costs and benefits are interdependent. The Kaesong
Industrial Complex, especially, could change a great amount of payoffs for the North due to
its direct and powerful economic impact to the North community given that the large volume
of production and the number of employees. This is what President Kim Dae-jung bore in
mind when he invented the policy; based on successful inter-Korean economic cooperation,
the South government tried to spill the economic cooperation over into political sector8.
Although North Korea is a totalitarian state with a single party system, its government is not
completely free from the public demand especially in the long-lasted destitute life condition
of the citizens.
For instance, according to the leaked report from the North officials, there are about 300
official markets in the North, but considering the number of Jangmadang (‘market ground’ in
Korean, in which illegal merchants would gather to sell their goods and bartering necessities)
the number of people engaged in commercial activities would go up one million. 9 The
problem is the North Korean government purposefully has been lifting up the strict
regulations on black market activities, since the distribution system had been suspended
officially since 2005. Therefore, it is dominant opinion among the South Korean the
academics and public policy makers that although there have been intermittently temporal
restrictions on the Kaesong Industrial Zone from the North side when the inter-Korean
relationship became shaky due to the political reason, the shutdown of the Kaesong industrial
zone is the least favourite option for the North. Therefore, this paper argues that the interKorean economic cooperation under the joint business and several agreements stimulated by
the Sunshine Policy not only could be an accelerant for having more stable political tie
between two Koreas but also could make it so much costly for the North to just walk away
from multiple bindings.

CONCLUSION

This paper re-evaluates the debatable efficacy of the Sunshine Policy, which was initiated by
President Kim Dae-jung who used the idea of the strategic moves in game theory, and the
concept of a commitment device. From the strategic move point of view, the Sunshine Policy
was a new initiative for securing direct conversation with the North and it achieved the first
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mover’s advantage in strategic move by inducing the North to take a cooperative attitude
toward the South, as consistently showing the South government’s commitment on the
promise of the ‘economy and politics separation principle’. Secondly, applying the
commitment device concept, the Sunshine Policy is considered to be a commitment device
which actually created the joint industrial zone as a symbol of the inter-Korean cooperative
economic development and negotiated more than 40 different types of agreements between
two Koreas. Hence, it could be said that the Sunshine Policy contributed to enhance the
probability of sustaining the security on the Korean peninsula.
Since the South and the North have been developing extremely different social systems and
political regimes for last 60 years, it would take a significant amount of time, flexibility and
much patience to effectively unify or bring peace among the two nations. Due to the
anticipated difficult journey, it is crucial for the South Korean government to have an
unwavering and consolidated policy toward North Korea. More often the policy toward the
North becomes a victim of the partisan dispute, and such internal dispute would cause further
delays towards achieving peace in the Korean peninsula.
On a long-term perspective of a unified or peaceful Korea, the government should foster the
positive aspects of the Sunshine Policy rather than discard it. With regard to this, the newly
elected South Korean government in 2013 should grapple with a better and more integrated
policy toward North Korea.
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APPENDIX
Payoffs for Figure 1.
!

North Korea
# Political superiority – it means the North gains the opportunity to show outside the
world that they still stand on a strong political position.
# Political inferiority – if the North’s shows mild attitude toward the USA, or their
threat no longer works out to lead their favourable action from the USA, in either
case, it means the North Korea would be seen as a decaying nation with stultified
regime. This is why I calculated it as -1.
# Receiving no aid – if the North get rejected to receive aids, its condition of living
would be deteriorated rather than sustain its status quo. This is why I calculated it as 1.
USA
# Achieving peace & unstable security – in a sequential game where the North moves
first, achieving peace is positive payoff only for the respondent, the USA. With the
similar logic, unstable security only harms the USA in this game.
# Political superiority & inferiority – In this sequential game where the North moves
first, although the US might respond with uncompromising political position, the
world wouldn’t see it as the US gains more political power over the North, because
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the US and the North already stand on very different and imbalanced political power
scale. Political superiority and inferiority are the most sensible issue only to the North
Korea since the question of maintenance or abolition of the regime is directly
connected to the country’s maintenance or abolition.

Payoffs for Figure 2.
!

