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Although information is unusually scarce because

of North Korea’s draconian COVID policies, the
country is probably experiencing yet another cycle of
humanitarian distress. A variety of indicators—from
grain balances, to data on food prices, to satellite
imagery tracking the effects of natural disasters'—
point to an aggregate shortfall in food supply and
elevated prices. What obligations do North Korea
and the international community have in responding
to rising distress, and what role in particular should
sanctions relief play in this process?

The right to food is recognized in article 25
of the Universal Declaration on Human Rights
and article 11 of the International Covenant on
Economic, Social and Cultural Rights ICESCR),
and has undergone a steady elaboration, most nota-
bly in the Committee on Economic, Social and
Cultural Rights General Comment 12 of 1999. The
simplest definition, contained in paragraph 6 in
General Comment 12, is that “the right to adequate
food is realized when every man, woman and child,
alone and in community with others, has physical
and economic access at all times to adequate food or
means for its procurement.”

This document goes on to elaborate a number
of state obligations. They must make their best
possible effort to ensure access to adequate food,
they must not to take any measures that result in
preventing access to adequate food, and they must
not discriminate against particular groups of their
citizens in providing access to food.

The government of North Korea is the ulti-
mate guarantor of these rights for its people and
has violated this most basic obligation in multiple
ways. These include, at the most general level, its
pursuit of economic policies that have dampened
the country’s growth potential and, in particu-
lar, a lack of attention to the interests of cultiva-
tors. Pyongyang has also acted unconstructively in
broader senses: in its response to the COVID-19
crisis, in continuing to prioritize its nuclear and
missile programs, and in the repeated rejection of
offers of engagement and assistance.

Yet at the same time it is inescapable that
multilateral and bilateral sanctions on the North
Korean economy have contributed to this humani-
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tarian crisis. In this essay we examine the imple-
mentation of sanctions on North Korea and the
channels through which they are likely to affect
welfare. We cannot provide meaningful estimates of
the size of these effects, but that is not our purpose;
we are interested, rather, in obligations that might
attend them. First, the broadening of United
Nations Security Council (UNSC) sanctions
beginning in 2016 has adversely affected overall
economic performance. Second, while both bilat-
eral and multilateral sanctions normally provide for
humanitarian exemptions, the process for secur-
ing those exemptions creates transaction costs that
interfere with humanitarian objectives. Third,
financial sanctions have raised the risk premium on
all financial transactions with North Korea, includ-
ing permissible humanitarian activities. These
effects on the supply of humanitarian goods and
the financial channels that support them suggest
reforms of the sanctions process are needed.

Finally, however, the government of North
Korea bears responsibility as well. Sanctions relief
will be ineffective if North Korea refuses to engage
constructively with the international community.
Unfortunately, the North Korea regime seems rela-
tively uninterested in a resumption of humanitarian
operations in the country.

Sanctions, the Pandemic and Food
Security

Any effort to assess the impact of multilateral and
bilateral sanctions on the welfare of North Koreans
faces a daunting—and probably insurmountable—
problem. How do we disentangle the effect of sanc-
tions from the myriad of other factors driving the
protracted humanitarian crisis in the country?

The well-being of North Koreans is affected
first and foremost by economic policies that have
prioritized military over social spending and
isolated the country from the world economy.
Under Kim Jong-un, the leadership has continued
to acquiesce to the operation of a de facto market
sector and undertaken modest reforms in the agri-
cultural sector.” Nonetheless, there is little evidence



that the regime is open to the types of reforms that
would firmly institutionalize and protect private
property and contracting, liberalize Borth Korea’s
foreign trade, and generate more rapid growth.
Every year, the UN’s Office for the Coordination of
Humanitarian Affairs publishes a report on North
Korea’s needs and priorities. The report for 2016—
written prior to the tightening of sanctions that
began in that year—notes that “more than three
quarters of the population remain food insecure
and highly vulnerable to shocks.”

Assessing the effect of sanctions during the
most recent period is further complicated by the
country’s aggressive strategy for managing the
COVID pandemic, which can be seen by consid-
ering the path of the country’s trade over the
longer run. Figure 1 shows that North Korean
trade stagnated in the aftermath of the end of the
Cold War and the famine years (1994-98) but
started to turn upward around 2000 as a result
of North-South engagement and an opening to
China. Apart from some sanctions on luxury
goods aimed at the elite, early UN Security Coun-
cil sanctions following the missile and nuclear tests
0f 2006 were tightly targeted on weapons of mass
destruction (WMD) programs and did not appear
to have a significant effect on the country’s overall
trade, which saw steady growth through its peak
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in 2014-5. After that time, both multilateral and
bilateral sanctions—most notably the closing of
the Kaesong Industrial Complex in 2016—began
to have a significant impact. Although data on
foreign investment is even more limited, it was
clearly minimal to begin with outside of invest-
ments by Chinese firms, and tightening trade and
financial sanctions would only have the effect of
further deterring it.

The key to the new effectiveness of multilat-
eral sanctions can be found in a change of attitude
in Beijing. Up until 2016, China—with Russian
backing—had acted to limit UN sanctions to
transactions that could be demonstrably linked to
the WMD program and conventional arms trade.
Starting with UNSC Resolution 2321 in 2016
and continuing under subsequent resolutions,
China supported sanctions that placed restrictions
on commercial trade: banning key North Korean
exports (coal, iron ore, seafood, textiles), placing
caps on imports of oil, and severely complicating
the ability of North Korea to access the interna-
tional financial system.

Chinese customs data should be regarded
with some skepticism; China has stopped report-
ing its oil trade with North Korea, for example.
Nonetheless, Figure 2 demonstrates the signifi-
cance of the new sanctions regime. While China’s

Figure 1
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While far from
the severity of
the 1990s famine
period, both
quantity and
price data point
to a deteriorating
situation, made
worse by the
regime’s self-
isolating response
to the COVID-19
pandemic and the

war in Ukraine.
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Figure 2
China-DPRK Trade (2002-October 2021)
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exports to North Korea fell to a new plateau in
2018-19, North Korean exports to China virtu-
ally collapsed. Starting in January 2020, the fall
in North Korean exports was matched by an even
more dramatic decline in North Korean imports
due to the border closure. There is ample evidence
that North Korea has long engaged in sanctions
evasion and that in recent years such evasion

has reached wholesale proportions.* Sanctions
evasion only increased in the wake of deteriorat-
ing US-China relations and Russia’s invasion of
Ukraine. North Korea is reportedly selling artil-
lery and missiles to Russia, a Security Council
member, in violation of existing UNSC resolu-
tions.’ Yet it is doubtful that smuggling is able to
tully substitute for almost the entirety of the coun-
try’s commercial trade.

Concerns about the humanitarian situation in
North Korea have increased accordingly. While far
from the severity of the 1990s famine period, both
quantity and price data point to a deteriorating
situation, made worse by the regime’s self-isolat-
ing response to the COVID-19 pandemic and the
war in Ukraine. Food availability has likely fallen
below minimum human needs, and on one metric
is the worst since the 1990s famine. Grain prices
are higher than world or Chinese prices, and have
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been rising and and becoming more volatile.®
Yet despite these worrisome signals, the regime is
keeping UN and bilateral relief agencies at bay.

The Macroeconomic Lens

Yet even if we separate out the effect of the border
closure, there can be little question that the sanc-
tions imposed since 2016 do constitute a significant
external shock. We can think of sanctions operating
on DPRK livelihoods through at least three differ-
ent channels. First, and most significant, is the fact
that sanctions have macroeconomic effects. They
reduce overall growth from what it might have
otherwise been and thus reduce employment and
income. Sanctions on exports have an adverse effect
on export-oriented sectors. Some of these, such as
mineral extraction, are capital intensive, but others
such as textiles and apparel are labor intensive and
have been key growth sectors in the economic take-
off of other countries in the region. Sanctions on
North Korean exports also reduce foreign exchange
earnings and thus limit the capacity to import.
Sanctions on imports reduce access to needed
capital and intermediate goods that are inputs to
other industries. North Korea is significantly reli-
ant on the importation of capital equipment and



Detailed studies of
the precise goods
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parts, and between 2017 and 2018 these imports
from China are estimated to have fallen by as
much as 95 percent.” Of particular importance are
imports of energy and fertilizer, the lack of which
caused declines in agricultural output. These prob-
lems were openly acknowledged and given prior-
ity by the leadership at the 8" Party Congress in
January 2021.% But even sanctions on the import
of consumer goods have an adverse effect not only
on consumption but on the retail sector, which
includes small traders.

If we take the estimates put forward by the
Bank of Korea (BOK) at face value—and they
are controversial—we can see clear evidence that
the recent decline in total output correlates with
the timing of tighter sanctions and preceded the
COVID shock associated with the closing of the
border.” From 2010 to 2016, real GDP growth
averaged just under 1 percent, already anemic
by any standard. From 2017-2019 the econ-
omy contracted: GDP declined an average of
2.4 percent a year. In 2020, the BOK estimated
a decline of 4.5 percent, the steepest economic
decline since the great famine. Public statements
from the leadership about the failure to meet
planned targets and even the existence of food
shortages suggest significant distress.'” Between
2014-16 and 2017-19 household income
declined an estimated 25 percent.!!

This macroeconomic lens leads to our first
conclusion. The tightening of sanctions from 2017
forward had its most significant effect on welfare
through its impact on overall economic perfor-
mance, although this was exacerbated greatly
from 2020 by the regime’s COVID-related border
closure. The most efficacious way to improve the
welfare of the North Korean population is to reach
a broader political settlement that would permit a
gradual relaxation of #// sanctions. However, there
may be particular advantages in relaxing sanctions
first on activities that are labor intensive, such as
export-processing zones, while thinking about
ways that labor rights could be protected."
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Poor Targeting

There is a second way in which sanctions might
have an adverse effect on welfare: through poor
targeting. Initial sanctions efforts sought to
narrowly target trade that was directly related to
WMD as well as trade in luxury goods designed
to hit the elite. However, the proliferation of

shell companies and other techniques of sanc-
tions evasion meant that such efforts probably had
little material effect; thus the shift toward target-
ing commercial trade more broadly. Of course,
the purpose of sanctions is to impose costs on the
target. But UNSC resolutions were always explicit
that sanctions should seek to minimize adverse
humanitarian impact."

Detailed studies of the precise goods that have
been sanctioned show numerous adverse effects
on the most vulnerable citizens. For example, the
agriculture sector sanctions under UNSCR 2397
include products such as hand-tools for agricul-
ture (HS code 8201), irrigation equipment (HS
842482), and tractors and spare tractor parts (HS
8701). Some banned items could have direct and
quite obvious effects on the public health system
even if not imported in great quantities previously:
examples include X-ray machines (HS 9022) and
UV lamps for disinfection (HS 853939). Imports
of these products are presumptively eligible for a
humanitarian exemption.

The initial UNSC resolution on sanctions
established a comprehensive humanitarian exemp-
tion mechanism which has been repeatedly
updated.' One issue is that implementation is
left to member states. South Korea’s humanitarian
exemption regulation, for example, appears more
narrowly written than that of the United States.
Uncertainty can also induce disengagement by
private firms such as shippers averse to legal entan-
glement. It is hard not to conclude that the exemp-
tion rules are unwieldy and have a deterrent effect
on the export of needed goods.

This leads to a second conclusion: the 1718 Sanc-
tions Committee and its stakeholders should consider
a thorough review of existing sanctions lists to iden-
tify goods that would warrant blanket exemptions or
removal from the sanctions lists altogether.
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Friction in Humanitarian Operations

In parallel with steadily widening trade sanc-
tions, UN Security Council resolutions
gradually added financial sanctions as well.
These included limits on the number of bank
accounts held by diplomats and missions, asset
freezes on entities and individuals, and bans on
all joint ventures.

However, the United States has exploited
its central position in the international financial
system to impose secondary sanctions on enti-
ties and individuals doing business with North
Korea as well. In President Trump’s first year in
office, he authorized the Treasury Department
to block any foreign business or individual that
facilitates trade with North Korea from the US
financial system." As noted above, the UN sanc-
tions regime was accompanied by the creation of
an exemptions process. US secondary sanctions
not only created a new layer of licensing require-
ments but generated a low tolerance for risk on
the part of banking institutions and suppliers,
thus making it difficult to pay staff or coun-
terparts or to secure goods for which there was
financing. Even projects involving knowledge
transfer could potentially run afoul of sanctions
if they involve paying stipends to North Koreans
inside or outside the country.

This leads to a third set of conclusions.
Even if both the multilateral and bilateral
exemption processes were streamlined follow-
ing the onset of the COVID pandemic, that
streamlining has not addressed the adverse
effects of financial sanctions on humani-
tarian operations—both multilateral and
through non-government organizations. At
a minimum, we need something resembling
an impact study of the effects of financial
sanctions on the ability of the humanitar-
ian community to operate in the country. In
particular, international banks need to be more
fully informed of the crucial role they play in
humanitarian operations and make sure they
are apprised of trade that is legitimate under
existing sanctions.

By Way of Conclusion: A Note on the
Ethical Issues

In conclusion, it is important to return to the
point raised in the introduction: that it is noto-
riously difficult to separate out the effects of
sanctions from other factors exacerbating North
Korea’s longstanding humanitarian crisis. This
became particularly evident following the onset
of COVID, when the leadership doubled down
on its nuclear and missile programs, codifying
the country’s nuclear status and articulating a
first strike doctrine;'® articulated economic poli-
cies that would strengthen central control;'” and
made it virtually impossible for the humanitar-
ian community to operate in the country. By
2021, humanitarian aid workers were pushed
out of the country, leaving a worrying gap in
information about conditions in North Korea.
Similar isolation at the time of the famine had
the effect of blocking a full appreciation of the
extent of the tragedy before it was too late.

This consideration of the effects of sanc-
tions leads to a final set of moral questions
about what obligations the international
community has to offset human suffer-
ing in North Korea and what role sanctions
relief might play in that process. Hazel Smith
has provided the most elaborate argument
that sanctions violate widely accepted ethi-
cal tenets.”® Drawing on just war theory, she
argues that multilateral and bilateral sanc-
tions fail to fulfill the standards of effective-
ness (because they were highly unlikely to ever
work in achieving denuclearization), necessity
(because of the likelihood that more aggressive
diplomacy was more likely to have worked)
and proportionality (because the sanctions
contributed to widespread food shortages,
particularly through caps on oil imports). The
last point is of particular significance. Smith
makes the powerful argument that even if the
sanctions did not cause the underlying human-
itarian problems, they exacerbated them, and
the responsibility for that marginal additional
impact—however small it might be compared
with North Korean obligations—lies with
those imposing the sanctions.
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The ethical arguments against sanctions were
complicated over the course of 2020-2021 by the
refusal of the Kim Jong-un regime not only to
engage in diplomacy but to even allow humani-
tarian aid into the country; in effect, North Korea
was sanctioning itself.'” Moreover, Smith’s argu-
ment raises the question of whether sanctions
relief would necessarily have the intended effect.

We believe that some portion of any sanctions
relief would trickle down to the public through
increased growth and incomes. However, four
additional considerations must be weighed. First,
it is possible that the regime itself would reject
partial sanctions relief or humanitarian assistance
that was intended to alleviate current distress—in
the form, for example, of food aid or vaccines. This
concern is not hypothetical; the regime has in fact
rejected vaccinesand made statements to the effect
that humanitarian aid—at least from the United
States—served a “sinister purpose.”* Second, it
is at least possible that sanctions relief would 7oz
trickle down to the most vulnerable unless sanc-
tions were lifted wholesale, and perhaps not even
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then. But this possibility raises a third ethnical
concern: that there are other stakeholders in any
moral balance sheet. While those facing immedi-
ate vulnerability would seem to deserve priority,
sanctions also serve the function of reducing the
capacity of the regime to threaten others who have
a legitimate right to live in peace without fear of a
devastating conflict.

Finally, it is worth considering that sanc-
tions relief is not the appropriate instrument for
addressing the vulnerability that we currently
observe. Rather, it may be more effective for the
international community to focus on the standard
means for alleviating severe distress: by shifting the
discussion away from sanctions and back toward a
revival of humanitarian assistance. That conversa-
tion will, of necessity, involve North Korea making
certain strategic choices. But from what we have
seen to date, the regime seems relatively uninter-
ested in a resumption of humanitarian operations
in the country or has not figured out the extent to
which it is comfortable with such a prospect.
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