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MEMORANDUM October 8, 2010

To: Hon. Richard G. Lugar
Attention: Keith Luse

From: Mary Beth Nikitin, Coordinator, Analyst in Nonproliferation, 7-7745
Emma Chanlett-Avery, Specialist in Asian Affairs, 7-7748
Mark Manyin, Specialist in Asian Affairs, 7-7653
Dick K. Nanto, Specialist in Industry and Trade, 7-7754
Dianne Rennack, Specialist in Foreign Policy Legislation, 7-7608
MiAe Taylor, Research Associate, 7-0451
Foreign Affairs, Defense, and Trade Division

Subject: Implementation of U.N. Security Council Resolution 1874

This memo was prepared in response to your request that CRS evaluate the implementation of United
Nations Security Council Resolution (UNSCR) 1874 (June 2009). In compiling this memo, CRS did
extensive interviews with officials from the U.S. government, other governments, and the United Nations.
While the research and analysis for this memo was done exclusively in response to this request, the
material provided may also appear in other CRS products.

Summary

The international community has imposed broad and far-reaching sanctions on North Korea (DPRK)
through both the United Nations and national measures, but implementation has been uneven globally and
in cases has diminished over time. An important challenge has been encouraging nations with substantial
trade links to North Korea—particularly China, but also a range of nations that serve as transshipment
points for North Korean goods or that have financial institutions that deal with North Korean entities—to
implement U.N. sanctions. Different nations interpret U.N. sanctions differently, and the degree to which
they are followed hinges on a country’s overall policy toward the North. The DPRK is conditioning the
resumption of talks on its nuclear program on the lifting of U.N. sanctions. The March 26, 2010 sinking
of the South Korean naval ship, the Cheonan, initially caused key players in North Korean diplomacy to
back away from pushing implementation until the Security Council decided on its response to the
incident. After that, the Cheonan sinking helped to coalesce country actions toward North Korea and was
a turning point in implementing sanctions. In response to the attack, some countries, such as the United
States and South Korea, imposed even stronger measures than required under U.N. Security Council
resolutions.
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UNSCR 1874 provided for the creation of a U.N. Panel of Experts to provide the international community
with an objective assessment of the resolution’s implementation.’ As required by the resolution, the Panel
issued a report to the Security Council in May 2010 that included its assessment and recommendations.
This report outlined the limited implementation of the Security Council sanctions to date and identified
several key challenges. Despite several reported cases of conventional arms interdictions and a possible
overall drop in conventional arms exports and trade, North Korea continues to successfully use evasive
techniques to export weapons. Several factors contribute to North Korea’s ability to circumvent sanctions:
its ability to route trade and financial transactions through friendly countries, most notably China;
imperfect intelligence limiting the interdiction of proscribed goods; and varying interpretations of the
resolution’s provisions.

U.N. sanctions clearly have raised the level of risk—and presumably the cost—of doing business with the
DPRK, both legitimate and illicit, and have resulted in actions to implement the sanctions by many
countries. The financial sanctions appear to be creating a ripple effect, increasing wariness by banks and
companies with respect to doing business with North Korean enterprises. There is, however, no broad
agreement about the definition of luxury goods which are banned under the resolution; China is clearly
not enforcing sanctions on luxury goods.

Many watchers of North Korea argue that economic and financial sanctions play an important role in
prodding Pyongyang along a path more aligned with U.S. interests. This may be particularly true at the
moment because of a confluence of events that magnify the effects of the sanctions. A combination of
poor weather and flooding in North Korea reportedly has increased the gap between food needs and farm
production and has raised the specter of more shortages and famine. Exacerbating this, a corrupt food
distribution system favors the elite and the military and frustrates international emergency food aid
donors. Beijing seems not to be offering more food aid despite two trips to China in 2010 by Kim Jong-il.
The poor harvest, compounded in late 2009 by a disastrous attempt at currency reform and a futile attempt
to close private markets, seems to have worsened North Korea’s chronic food shortages. Meanwhile, Kim
Jong-il has been providing luxury goods to government officials partly as he seeks to solidify support for
another dynastic succession and to pave the way for his young son, Kim Jong-un, to lead the country. In
the aftermath of the March 2010 sinking of the Cheonan, apparently by North Korea, South Korea has
suspended all trade relations with the North (except for trade associated with the Kaesong Industrial
Complex). These conditions exacerbate the need for Pyongyang’s leadership to gencrate foreign exchange
and procure needed goods from abroad.

With respect to economic sanctions, issues remain on three levels. The first is implementation,
particularly by China. The second is confining the negative impact on the clite echelons of North Korean
society and not increasing the burden on the long-suffering farmers and merchants. The third is whether
the sanctions are merely making life uncomfortable for Pyongyang’s elites or actually affecting
policymaking.

North Korea’s immediate response to UNSCR 1874 was to threaten provocative action and announce
progress in its nuclear program. The following spring, the Cheonan was sunk. It may not be possible to
link North Korean provocations directly with the imposition of sanctions since the regime’s behavior
appears unpredictable, and its actions may be more determined by domestic factors such as the succession
process. However, Pyongyang has recently accepted assistance for flood victims and repeated its

! Panel members are independent from the UN Secretariat. The Secretary General appointed members from the United States,
China, France, Japan, Russia, South Korea, and the United Kingdom. Victor Comras was the panel’s U.S. expert through
September 30, 2010,







































































































