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VUL HABITITY OF NORTH KOLFA TO Frem HURLD ECUNOLIC PESSUFES

Objective

To cause economic inconvenience to Korta lorea, symbolize Free
Yorld disepsroval of the illegal seizure of +the Pueblo, and increcse
pressures on tre reginme to release the crew and vessel.,

Concept,

The following measures night be attenpted:
1) Total multilateral embargo on trade with North Korea. COCCii countries
(MA70 plus Japan) prohibit the export to MNorth Xorea of a selected list
of strztegic items. The United States has, for several years, been
exploring the possibility of obtaining CCCOI egreement for more
restrictive controls on exports to corunist asreas of East 4sia than
on exports to Eestern Europe and the USSR (the so-cslled "China :
differential”), The United States prohibits virtuelly all trade ‘ i
and financial transactions with Morth Korea ard could pro:ose that . |
others do the seme., '
2) Japenese prowibition of trade and withdrawal of ships. Mozt Forth
Korean trade is with the USZR and Comrunist China and most goes by
land routes. Hovever, about 13 per cent 1s with the Free Vorld,
Jepan is the lsrgest Free World importer of North Korean goods; the
majority of Free World ships calling at Forth Korean norts are of
Jazanese registry.
3) Cessation of Free World vheat exports, Uheat accounts for half of

£y

Free Vorld exvorts to Yorth Korea. Australia and France are cu rently

shipoing vheat,

Comrunist Reaction

The impact of increased Free World controls on trade and shipping
would be smell., Total wheat inports are rumning at a level of only .
5 to 10 per cent of MNerth Xorean requirements., If this trade were
stopped, Forth Korea could either cut rations, switch to other food
grains, or circumvent the embargo (in 1966 they i-wnorted 117,000 tons
of Cenadian wheat via the US3R). The other half of Free Vorld exports ,
to Forth Korea represents a rorge of equipnent, mamufactures, and ;
industrial rav mrterials which can probably be obtained from alternative
corrunist sources without serious delay. If Frece lorld vessels were
renoved from the trade, an additional burden would be thrown either on
corrmnist flag or comrwnist chertered vessels or on land transport
routes. The preliminary CIA view is that the edded burden on shipping
or on land routes would no% be sighificant.
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" Frez Yorld Reszction

Our COCQM partners would regzenl a total enbargo as going far
beyond the COCG! criteria for selective strategic controls, They
would observe that, even during the Xorean war, the rultilateral
embargo was selective. They would view our-notivation as unrelated
to the COC objective of limiting the corrunist military potential,
If the embarzo were proposed with a definite cut-off date, it might
have a slightly better chance of acceptance (other participating
countries were unhaspy that the orizinal China-~lorth Korea controls.
continved until 1957). But it is unl kely that COC: would sgree to
even -a tenporary total embargo (edopiion would require unanimous
agreement). If we attempted this, prospects for the "China differential
might be demeged. Frence, the United idngdom, Japan 2nd Vest Gerna '
have all indicated their opposition to any significent inercase in
controls on exports to East Asis,

- Jepen - would probably respond to a ssparate approach by pointing
out the political impossibility for them to deny exports to a commnist
country in Asia in the absence of perallel action by -other major
Viestern trading countries, : ’

Australia might be sympathetic to a2 recuest to stop vheat shipmehts.
But there would probably be problems of breaking contracts. . In eny
event, it would be difficult to inpose effective countrols on vheat,
because of the mumber of potential suppliers and of circuitous routes,

Swmary of Advantames end Disadvantaces

The unlikelihnod of obtainiig agreement to trade der:ial in COCU*
or in bilrtergl efforts with najor trading countries plus the estimate
that the communist countries could promptly provide substitutes for
Free World supplies seriously limit the prospects for these possible
econonic measures, . .

We might alternatively consider holding out the bait of relaxing
an existing U.3. economic control as a cuid pro quo for North Korean

~action, Ue believe we may hold some Mirth Xorean assets that were .
‘blocked in 1950 (probably not more than one or two million dollars;
Treasury is checking ths figures), Althouch small, the unblocking
of such asszts might under certsin circunstances be considered an

- acceptable alternstive to payment of a "fine.! -
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