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Abstract
North Korea (Democratic People’s Republic of Korea or DPRK) is under strict
UN economic sanctions because it violated UN policy in its development of
nuclear weapons and long range missiles as well as for its militant rhetoric. South
Korea (Republic of Korea or ROK) and Japan, as close allies of the USA, are
unsure of the future. Is there a way to bring some peace and stability to the Korean
peninsula? Some argue that this is a hopeless task as long as the current leadership
of North Korea is in power. This article takes a more positive stance and outlines a
possible way forward. The study, following the position of the Heidelberg Institute
for International Conflict Research (HIIK), assumes that the conflict is at root one
over ideology and power. The leadership of North Korea understands itself as “a
revolutionary and socialist state” and is determined to continue to control the
country through a rigorous and sometimes brutal government oversight of the
culture. Although poverty and hunger are widespread, the people have little
opportunity to be heard. What if the leaders of North Korea were persuaded that
they could gain legitimacy through developing a dynamic economy that brought
flourishing to their people and respect by fellow-nations in the global village? The
article proposes to start this new adventure by developing enterprise zones in the
North (the Kaesong Industrial Complex) that would bring jobs and food to
hundreds of thousands of North Koreans. To begin this project, there would need
to be dramatic steps toward denuclearization on the part of the North in order to
relax the UN economic sanctions. Is it possible? The article outlines a way
forward.
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Introduction

If you want peace, seek justice. This is increasingly the motivating theme of business
ethics as it tries to advance normative claims based largely on rights and justice. There
is a growing movement in business-peace discussions, largely led by the United
Nations Global Compact (UNGC) as it advances the Sustainable Development Goals
(SDGs), to see business as a potential peacemaker. In the 1990s, business was often
thought to be single-mindedly seeking profits at any expense, for example, being
involved in sweatshops and conflict minerals. While there are still numerous examples
of business, single-mindedly pursuing profit without any care for human welfare, under
the leadership of the UNGC this “race to the bottom,” is now slowly being replaced by
a “race to the top,” with business seeking to make positive contributions to peace,
especially in fragile and conflict-affected states based on moral reasoning of rights and
justice.

This article will first discuss the situation in the country that is the subject of this
study, North Korea (Democratic People’s Republic of Korea, or DPRK), and then
outline how business ethics can be a driver for the race to the top. It will then advance
the idea that the UNGC is leading a paradigm shift in our understanding of the role of
business in society and the balance between public and private authority. A number of
examples of business working to meet the concerns of the SDGs will be offered. The
article then examines the possibility of peace building in North Korea with the crucial
point being that this possibility has been suggested by businesses in the Korean Local
Network of the United Nations Global Compact and strongly advocated by the
government of South Korea (Republic of Korea, or ROK). The proposal is that
businesses from South Korea (ROK) employ thousands of North Koreans in the
Kaesong Industrial Complex (KIC), an enterprise zone in the North. The article will
then present an integrated framework for the successful implementation of peace-
building activities in the Kaesong Industrial Complex on the Korean peninsula. The
study will conclude by postulating some goals that would constitute the program’s
effectiveness and some suggestions for monitoring and evaluating whether these goals
are being realized.

Research for this study is based on three sources: a comprehensive literature review
on the writings of business for peace as well as those on the Kaesong Industrial
Complex; various secondary sources published by international organizations such as
the United Nations, South Korean government agencies, and the Gaeseong Industrial
District Foundation; and a number of interviews with South Korean business leaders
and government officials involved with the KIC.

The current status of North Korea

Self-described as a revolutionary and socialist state, the DPRK is led by Kim Jong-un,
called the Supreme Leader, and the third leader of the Kim dynasty, following his father
and grandfather. All major governing structures are under Kim in this one-party state.
Some commentators describe North Korea as a hereditary dictatorship (Bay 2017) that
gains legitimacy through rigorous and sometimes brutal government oversight of the
culture of the nation perpetuating a cult of personality.
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The North Korean nuclear weapons program has been and continues to be a major
problem for the global community and is the reason for severe UN sanctions on the
country (Human Rights Watch 2018). With a population of about half of that of South
Korea, the 25 million people live in a command economy where food and housing are
subsidized when available. Many people go hungry with a gross national income per
capita of $1,523 (South Korea’s is $28,430). Employment is under strict control of the
party, a 3,000,000-member group called the Worker’s Party of Korea (WPK), which
controls most activities. Competence is subordinated to political reliability in employ-
ment decisions.

The United Nations Human Rights Council in 2013 authorized a Commission of
Inquiry (COI) on Human Rights in the Democratic People’s Republic of Korea (UN
Human Rights Council 2014). The Report of the COI, issued in February 2014,
concludes that the DPRK violates almost all human rights including freedom of
thought, expression, religion, movement, residence, the right to food, and the right
not to be unfairly discriminated against. Corruption is reported to be widespread. The
Report further states that the DPRK committed crimes against humanity, including such
crimes as murder, enslavement, torture, rape, sexual violence, and forced starvation
(UN Human Rights Council 2014).

In 2016, the United Nations appointed Tomas Ojea Quintana of Argentina to prepare
a report, the UN Special Rapporteur on human rights in the DPRK (United Nations
2017a). While stressing that North Korea must be accountable for its human rights
failures, the 2017 report calls for more engagement with the DPRK. In 2017, the UN
Secretary-General Antonio Guterres described the situation in North Korea as
“persisting patterns of serious human rights violations” (UN General Assembly 2017b).

On April 27, 2018, South Korean President Moon Jae-in met with North Korean
leader Kim Jung-un in Panmunjom, South Korea, and initiated a policy of engagement
with the North. Assuming that the North takes transparent steps for denuclearization,
President Moon promises more and more engagement (Chung 2018).

As John Paul Lederach (2008) pointed out, “Peace building represents the inten-
tional confluence of improbable processes and people to sustain constructive change
that reduces violence and increases the potential and practice of justice in human
relationship.” The work of the Heidelberg Institute for International Conflict Research
(HIIK), a unit at the Political Science Department at the University of Heidelberg, may
be helpful to provide a context for the situation of North Korea. The Institute defines
conflict as “the clashing of interests (positional differences) over national values of
some duration and magnitude between at least two parties (organized groups, states,
groups of states, organizations) that are determined to pursue their interests and win
their cases” (HIIK 2018). HIIK notes that there is an increasing number of conflicts
today and that most of these are civil conflicts and unrest. The Institute suggests that
conflict intensity may be understood as a continuum ranging from (1) a simple dispute;
(2) a non-violent crisis; (3) a violent crisis; (4) a limited war; to (5) a war. HIIK
describes the conflict on the Korean peninsula as a level 2, a non-violent crisis
involving “system/ideology and international power” (HIIK 2018, p. 143). The strat-
egies available for promoting peace by business, summarizing the B4P literature, are
(1) fostering economics development; (2) adopting principles of external valuation,
e.g., The UN Global Compact; (3) contributing to a sense of community; (4) engaging
in track-two diplomacy; and (5) engaging in conflict sensitive practices/risk assessment
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(Oetzel et al. 2009; Forrer and Katsos 2015). Where conflict intensity is extremely
intense, e.g., a war, there is most often little that business can do to promote peace. In
the North Korean situation, South Korean businesses, as well as political leaders, argue
that there are many opportunities for business to be an agent of peace employing one or
all of the five strategies. Since both the political leadership under President Moon Jae-in
and the business community under the Korean Local Network of the United Nations
Global Compact are actively supporting the reopening of the Kaesong Industrial
Complex (KIC) as a way of bringing peace to the Korean peninsula (Hankyoreh
Newspaper 2019; UNGC Korea 2014), there is hope that real change is possible. In
discussing the Kaesong Industrial Complex, the article shows how the major strategies
for promoting peace can be embodied in the project.

The UN Global Compact: a broader understanding
of the responsibilities of business

There is a growing awareness that if we are to have peace in the world’s fragile and
conflict-affected areas, a situation currently affecting over two billion people (World
Bank 2015), the private sector must be involved. In 2001, James D. Wolfensohn, then
president of the World Bank, expressed it well in speaking to a meeting of CEOs:

…there is no way today that the issue of global peace and stability can be left to
multilateral institutions or to governments. The stability of our planet depends
surely on international institutions, but it also depends on private sector and civil
society. It cannot be done by any one of us alone…this is more than a business.
It’s a calling, it’s the necessity, and for our children it’s going to make the
difference (Wolfensohn 2001).

Wolfensohn’s insight that the private sector has a much broader role in society than
simply making profit by producing goods and service for consumers is similar to that of
Kofi Annan, the then Secretary-General of the United Nations, when he founded the
United Nations Global Compact (UNGC) in 2000. Annan saw the vast potential of
business with its management skills and financial resources to contribute to overcoming
dire poverty and fostering peace and stability globally. At the same time, he saw the
abuses of business, especially in developing countries, where sweat shops and envi-
ronmental destruction were widespread. While nation states typically enact regulations
that protect and promote harmony and political and social stability, the problems today
are global in scope. Without a world government and with weak governments in many
developing countries, there was little consensus on the appropriate ethical norms that
should guide business in the global economy. Was it possible to give a human face to
the global economy? Annan thought it not only possible, but necessary, and it was this
vision that underpinned the launch of the Global Compact. Perhaps being more
prophetic than he ever dreamed, Annan, in speaking to the business leaders at the
World Economic Forum, said the following in 1999: “National markets are held
together by shared values. In the face of economic transition and insecurity, people
know that if worst comes to worst, they can rely on the expectation that certain
minimum standards will prevail. But in the global market, people do not yet have that
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confidence. Until they do have it, the global economy will be fragile and vulnerable—
vulnerable to backlash from all ‘isms’ of our post-cold-war world: protectionism,
populism, nationalism, ethnic chauvinism, fanaticism, and terrorism” (Annan 1999).

Since we do not have and are unlikely to get a global state that would formulate
“hard” laws embodying the norms and conventions for a global economy, Annan
proposed “soft” laws, global norms, practices, and ideals set forth in the ten principles
of the United Nations Global Compact. Launched in 2000 with several dozen compa-
nies, today, the UNGC has over 10,000 companies in 160 countries. Most countries
have a local network, a coalition of the UNGC businesses in the country, that often
work together on joint projects. The ten principles of the Global Compact focus on
human rights, labor rights, concern for the environment, and corruption, and are taken
directly from commitments made by governments through the (United Nations 1948):
the (United Nations 1992) ; the (United Nations 1998) and the (United Nations 2003).
In addition to making the principles an integral part of the business strategy and
corporate culture, a company is asked to engage in partnerships to advance broader
UN development goals as, for example, the Sustainable Development Goals of the UN.
While the ten principles are basically guiding the business to “do no harm” while
conducting commerce, the invitation to advance the Sustainable Development Goals is
offering business the opportunity to make a positive contribution to make the world a
better place by its activities. It is this invitation, which was always a part of the UNGC,
that was made more explicit in 2013 when the “Business for Peace” (B4P) project was
launched. The Sustainable Development Goals (SDGs), launched by the UN in 2015,
are 17 goals put forward for governments, the private sector, and NGOs, designed to
overcome dire poverty. The SDGs are largely universal human aspirations and a
summary of what corporate social responsibility (CSR) means for our time. While
many UNGC companies used their influence in the UN to pass the SDGs, NGOs and
the changing expectations of consumers (GlobeScan 1999) had a significant role in the
UN’s expansion of what it means to be a responsible business (Fig. 1).

While the examples of companies abusing their power are well known and dis-
graceful—Enron, Parmalat, VW, Eskom, and Wells Fargo—to name but a few, many
are not aware of the good work of companies advancing the SDGs. This effort not only
enhances their “social license to operate” (Williams 2014), but also helps build
community, especially in less developed countries. Examples include (1) Unilever
Shakti Initiative in India teaches business skills to over 75,000 women in low-
income families; (2) Kellogg’s Breakfast for Better Days, which donates 2.5 billion
servings of food to poor people as well as educating them on nutritional issues; (3)
AstraZeneca Young Health Program focuses on prevention of non-communicable
diseases in 20 countries, reaching 2.25 million youth; (4) BASF’s Educational Initia-
tives in Africa, which has donated over 2 million desks, set up Kids’ Labs and Virtual
Chemistry Laboratories; (5) L’Oreal works to promote gender equality in the workplace
and has over 70 percent women in the company, including many in senior positions; (6)
Suez France provides clean water and sanitation services to millions on five continents
advancing the “resource efficiency approach”; (7) Microsoft and Renewable Energy,
which has invested in 1.2 GW of renewable energy, has its data centers carbon neutral
and sources 100 percent of its electrical requirements from renewable sources; (8)
Nestle Needs Youth works to equip 10 million young people with skills to improve
employability; (9) BMW has introduced electric vehicles and installed electric charging
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stations; (10) Telenor, the largest telecommunications provider in Myanmar, has trained
over 15,000 workers in the country and seeks to have all of its suppliers follow the ten
principles of the UNGC; (11) Mastercard’s “City Possible” works to form public-
private partnerships to advance inclusive and sustainable communities; (12) Renault is
a leader in recycling automotive components, thus minimizing the ecological footprint
and improving the quality of air, water, and land; (13) Sky Power focuses on clean and
sustainable solar solutions for energy needs in 36 countries; (14) H&M’s BIONIC takes
plastic bottles and bags to create BIONIC dresses; and (15) Benaca focuses on natural
sources for the cosmetics industry and works in the Amazon Rainforest employing
2,500 families in 105 community centers in 12 Brazilian states. These are just a few of
the many projects of UNGC companies that advance the sense of community. See the
United Nations Global Compact Progress Report: 2018 for more details (UNGC
2018).

One of the dimensions that emerged in the extensive consultation in formulating the
list of the SDGs was the crucial role of peace and stability as a foundation for global
development. SDG16 captures this important feature: “to promote peaceful and inclu-
sive societies for sustainable development, provide access to justice for all and build
effective, accountable and inclusive institutions at all levels.” Each of the 17 goals has a
list of targets that serve as a set of aspirations entailed with the goal. The following
figure lists the targets for Goal 16 (Fig. 2).

It should be clear that the targets are suggestions on how business might move
forward in achieving SDG16 with the understanding that peace is not simply the
absence of violence (negative peace), but an incremental process that seeks to address
the underlying drivers of conflict. Before proceeding, it may be helpful to review how
business ethics has been a driver of B4P.

Fig. 1 Global Goals
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Business ethics as a driving force for the new role of business

The discipline of ethics is focused on studying moral standards, both personal and
communal. Moral standards are those normative claims that are designed to avoid
serious harm to human welfare and make the world a better place, including such
standards as respect the dignity of each person, tell the truth, do not steal, and be
trustworthy. Business ethics applies basic moral standards to the systems, organiza-
tions, and people that are involved in the productions and distribution of goods and
services.

Many scholars in business ethics focus on human rights as the central category
(Donaldson 1989; Williams 2004). Originally discussed by philosophers in the eigh-
teenth century, today, human rights refer to the minimum necessities of life and are
based on the core values of dignity, equality, and respect. The United Nations 1948
“Universal Declaration of Human Rights” lists 30 rights that are taken to be entitle-
ments for all by virtue of being a person. The ten principles of the UN Global Compact
and the 17 SDGs are a specification of human rights for our time (Williams 2014).
Today in the UNGC companies, CSR (corporate social responsibility) is discussed
largely in terms of the SDGs.

Do businesses have a moral obligation to meet these crucial rights when they are not
fulfilled by governments, for example, to provide food for the hungry of the world or to

Fig. 2 Targets for SDG 16

“Business for Peace” (B4P): can this new global governance paradigm... 179

Author's personal copy



provide medicines for the sick? Scholars have argued that, although businesses do have
a responsibility to respect human rights, they do not have an obligation to aid those
deprived of life-saving resources, i.e., to provide medicines for the sick or food for the
hungry. They may want to do those things when feasible but, under normal circum-
stances, these activities should not be considered as a part of business. Donaldson,
following Henry Shue (Shue 1980), makes helpful distinctions in the classes of the
rights honoring duties: Three classes of duties are the following:

1. Refraining from depriving people of the object of a right.
2. Protecting (in some instances) the right from being deprived.
3. Restoring to people whose rights have been violated the object of the right.

Thus, while a company must never take medicines from the diseased (class number 1),
and it may often protect people from being diseased (class number 2), it does not have
an obligation to provide medicines to the diseased (class number 3) (Donaldson 1989).
However, there is growing realization that with the huge aggregates of money and
power under the control of businesses, these organizations do have moral obligations
as corporate citizens in the global community to aspire to assume some responsibility
for human rights. The very title of the UN program, the Global Compact, points us to
the basis of these obligations. All organizations producing goods and services have an
implied contract with society. Similar to the argument for the moral and political
foundations of the state advanced by John Locke (Locke 1698), Jean-Jacques Rousseau
(Rousseau 1762), and Thomas Hobbes (Hobbes 1651), this approach argues that
companies have a duty to be socially responsible and this involves honoring human
rights. Thus, while business does not have an obligation to meet all human rights, it
should aspire to meet those rights where it can (Fort and Schipani 2004). This is the
import of the SDGs. That being said, the theory does not spell out just which SDGs are
appropriate for each business.1

To be sure, there is ongoing discussion and debate about the role of business in
meeting human rights (Donaldson 1989; Jackson 1993; Reich 2008; Wettstein 2012;
Cragg 2012; Velasquez 1992; Bowie 1998; DeGeorge 1993). It is fair to say that
scholars clearly agree that business has no moral obligation to meet all the human rights
that are not met by governments. On the other hand, many argue that because
businesses cannot do everything, it does not mean that they should not aspire to do
something. Thus, in light of the ethics discussion, we argue that for our project in
bringing peace to the Korean peninsula, business has a moral obligation to aspire to do
something to advance human rights, but certainly cannot do everything.

Some scholars have noted that peace is a natural goal of human activity, a universal
human aspiration, and thus, business activity should consciously strive for this aspira-
tion as well (Dunfee and Fort 2003). This is not too unlike Kofi Annan’s focus on the
1948 Declaration of Human Rights as the presupposition and aspiration of a market
economy.

John Ruggie, one of the architects of the UNGC and now a professor at the Kennedy
School of Harvard University, served as a special representative of the secretary-general

1 This paragraph closely follows pp. 768-9 in Williams’ article “The UN Global Compact: The Challenge and
the Promise,” in Business Ethics Quarterly 14 (4), 2004.
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of the United Nations on human rights. Ruggie makes the point that in addition to
following the law, business should listen to the social expectations of citizens when
deciding how and when it should promote and protect human rights (Ruggie 2008).
Citizens in South Korea surely want to advance human rights in North Korea, and thus,
business should do what is possible (GlobeScan 1999).

Another key issue in deciding whether to ask business to open enterprise zones in
North Korea is whether operating these enterprise zones would render business being
complicit in human rights abuses. That is to say, if North Korea is violating some of the
human rights of its citizens, should South Korean businesses employ North Koreans,
pay taxes to the government, and supply food and housing to the workers? In the pages
that follow, this article argues that if the North Korean government makes key strategic
moves to advance human rights for its people, even though the task may be incomplete,
the investment in the Kaesong enterprise zone and others is an ethical move. In a
similar fashion, the argument is made that if the denuclearization of North Korea, a
condition essential for the UN community to remove sanctions, is begun and continues
in stages, then economic assistance in the form of enterprise zones is ethical. The
requirement is that the North Korean government takes major and transparent steps to
advance human rights and denuclearize before the UN sanctions are adjusted to allow
economic empowerment zones in the country. The key ethical issue here is that
sanctions that keep the poor hungry and nutritionally deficient are lifted. Sanctions
that effect the power brokers and affluent in North Korea are much more likely to
advance peace in the Korean peninsula and should be the focus of UN efforts.

As will become clear in the pages that follow, the primary argument, although not
the only argument, made by businesses in South Korea for enterprise zones in North
Korea is a business case, that is labor costs and land procurement in North Korea enable
businesses to be much more profitable. The cost saving also enables businesses in
South Korea to thrive as well. That being said, the moral case discussed previously has
many adherents in South Korea and Asia.

B4P: a change in the balance between public and private authority

The assumption of “B4P” is that business is a natural partner in the quest for peace
since peace is a universal human aspiration. To expand markets and GDP, there must be
a relatively peaceful and stable society. In the press release announcing the launch of
the “B4P” platform on September 19, 2013, this point is captured in the opening line:
“The neutral grounds of workplace and marketplace, and the natural desire of busi-
nesses large and small to operate in settled conditions and as part of strong societies, are
tools for a new initiative on Business for Peace” (UNGC 2013). While we make no
claim here to make the final case for globalization and capitalism, we would argue that
one must consider the diminishing number of those living in extreme poverty as
discussed in global reports. Over one billion people moved out of extreme poverty in
the last 25 years (World Bank 2015). Critics argue for a worldwide legal framework
that would make the emerging values of global civil society “hard” law. The Global
Compact, sensing that there is no consensus for a global “hard” law, advances a
business case as well as a moral case for “soft” law of the Compact based on
transparency and the interest business has in having a good reputation. Critics of the
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B4P platform follow the same line of argument as critics of the Compact. These include
it is only “ceremonial commitments” (Lim and Tsutsui 2010); it has “little positive
impact on peace or development” (Gereffi et al. 2001); and “global governance is the
friendly face of unaccountable power” (Whitman 2002).

Many astute observers have noted that the Global Compact, the SDGs, and B4P
have changed the balance between public and private authority. Until recently, nation
state regulations were the primary way of controlling business activity. Today, this
public authority is often replaced by the soft law of platforms like the Global Compact,
a soft law that is developed by listening and discussing with key stakeholders where
accountability is defined by what some call “deliberative discourse” (Palazzo and
Scherer 2006). This assumes that business leaders are open to hear constructive
criticism and on that basis, change policy. Educating business leaders in this “deliber-
ative discourse” is a work in progress.

A B4P case for Korea: the Kaesong Industrial Complex

The Kaesong Industrial Complex (KIC) was a special economic zone of the Demo-
cratic People’s Republic of Korea, which was jointly sponsored by the Republic of
Korea (South Korea) and the Democratic People’s Republic of Korea (North Korea)
from 2004 to 2016. The founding vision of KIC was to promote peace and security on
the Korean peninsula by increasing economic interdependence between the two Koreas
combining each side’s economic comparative advantage, that is, South Korea’s capital
and technology and North Korea’s labor and land.

The move towards inter-Korean economic cooperation was based on the polit-
ical and economic needs of both Koreas. In South Korea, the Kim Dae-jung
government, which was launched in 1998, announced the Berlin Declaration,
including support for North Korea’s infrastructure construction, aimed at forming
an inter-Korean economic community. In 2000, the two Korean leaders, Kim Dae-
jung, the president of South Korea, and Kim Jong-il, the Chairman of North
Korea, announced the 6.15 Declaration (a statement made on June 15, 2000,
outlining the framework for unification) proclaiming the reconciliation and coop-
eration phase of the proposed new dispensation. The initiation of the Kaesong
Industrial Complex was discussed at this time. This was especially important for
North Korea, since from the 1980s, the economy was in negative territory largely
because of the lack of available capital. The country was in an economic crisis and
needed to attract foreign investors to spur economic development. North Korea
had depended on the network of socialist countries for economic support, but with
the collapse of the Soviet Union that support was terminated.

The plan for the KIC was initiated in August 2000 with the signing of an agreement
for the construction of the industrial zone between a South Korean company, Hyundai
Asan Co., Ltd., and North Koreas’s Chosun Asia-Pacific Peace Committee and the
National Federation of Economic Cooperation. Finally in August 2002, the inter-
Korean economic cooperation committee agreed to start construction of the Kaesong
Industrial Complex, and in November, the Kaesong Industrial District Law was
enacted. Phase 1 of the construction of the industrial complex was initiated in June,
2003. In December 2004, the first products produced by the 15 member companies
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were available. The complex has an area of 1 million pyeong (about 3.3 million square
meters) and is located 60 km from Seoul in what is called the Kaesong area of the
DPRK.

In 2015, there were 124 companies from South Korea in the KIC and their total
production output was valued at 563 million dollars. It employed 54,988 North Korean
workers (Republic of Korea Ministry of Unification 2017). There were plans to
increase enterprise zones in the DPRK to employ some 250,000 workers but, in
February 2016, due to sudden changes in the government policy of the Republic of
Korean government, largely influenced by impending strict UN sanctions, South
Korean businesses were withdrawn from the entire KIC, and North Korea officially
shut down its industrial complex. The prospect of strict UN sanctions was behind the
ROK government decision to withdraw the South Korean company’s investment in the
Kaesong Industrial Complex. These sanctions were the result of the global outrage over
North Korea’s defiance in the development of nuclear weapons, long-range missiles,
and its militant rhetoric. Very strict UN sanctions on the DPRK were enacted and are
still in place.

The KIC regained new life with the summit of the two Korean leaders, Moon Jae-in,
the president of South Korea, and Kim Jong-un, the Chairman of North Korea, on April
27, 2018. Hopes were brought even higher after the agreement signed by Donald
Trump and Kim Jong-un on June 12, 2018. This agreement, according to Trump,
includes a promise of denuclearization of the North by Kim Jong-un. Should some
steps realizing this promise be in evidence, the Kaesong Industrial Complex may well
have a full-fledged resumption.

Building a foundation for the role of the private sector in support
of peace

Since its inception in 2000, the UN Global Compact has been especially con-
cerned about enhancing the responsible growth of business as well as providing
for the least advantaged in developing countries. To guide this process, the
Compact has provided helpful resources for companies and investors. In 2010,
the Compact published an excellent resource: Guidance on Responsible Business
in Conflict-Affected and High-Risk Areas (UNGC 2010). The UN Global Compact
compiled a document in 2015 titled Advancing the Sustainable Development
Goals by Supporting Peace: How Business Can Contribute that offers the steps
companies might take to be effective peacemakers in conflict-affected and high-
risk areas (UNGC 2015). These steps include (1) commit; (2) assess; (3) define—
setting goals; (4) implement—monitoring and evaluating program and peace
effectiveness; and (5) communicate—report on impact and progress toward peace.
Although in a state like North Korea, fulfilling all these steps may not be possible,
it may be helpful to outline these ideal steps to get some idea of our aspirations.
The key reason the UNGC offers this five-step framework for businesses planning
to pursue peace in a conflict-affected and high-risk area is that research has shown
that economic benefits that business may bring may not automatically engender
peace. The connection between economic advancement and peace and stability
needs to be carefully examined for the situation in question (Anderson 2008). The
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goal of B4P is much wider than avoiding the negative effects of business in an
area (“doing no harm”), but rather, is to contribute to positive change by focusing
on the key drivers of conflict.

The question of this study is, given all the complexity of the North Korean
political situation, is it feasible for business to be an agent of peace by reopening
the Kaesong Industrial Complex (KIC)? Employing the strategies available for
promoting peace listed earlier (economic development, external evaluation, fos-
tering community, track-two diplomacy, and conflict sensitive practices), the
article will examine the potential of the KIC project using the five steps of the
UN Global Compact Management Model.

1. Commit: why contributing to peace in Korea is important for business

Peace as a universal human aspiration is a natural goal for business. The KIC
could be a catalyst that prepares the way for new investment in DPRK and brings
a better life through economic empowerment and effective government institu-
tions. In the long run, business could be the catalyst for an improvement of human
rights by its role in skills development, education, job creation, and philanthropic
work in the community. Much of this could happen in any ethically run business,
but even more could happen if business consciously advances these initiatives to
reduce the possibilities of violence.

The KIC is also expected to increase the competitiveness of related industries in
South Korea. In 2010, in the early version of the KIC, the participating companies of
KIC from South Korea had a total of 4,164 business partners with an annual transaction
volume of about 580.2 billion won (about 0.52 billion dollars) (Korea Industrial
Complex Corporation 2010). If the KIC were reopened, a stronger South Korea would
be better positioned to assist North Korea in its advancement of human rights and
revitalized North Korea would present new markets for South Korea. This is the
position advanced by President Moon Jai-in and his government and it would be
imperative for the government to monitor the progress. Economic development is a
significant dimension of “commit.”

2. Assess: determine how to make a positive contribution to peace

What are the root causes of the lack of respect for human rights? If the key driver
is that the government of the DPRK is doing whatever is required to maintain
power by the Supreme Leader and his cohorts, how can business address this? A
key contribution of business would be to assist in establishing the rule of law. The
hope is that if business could expand the economy offering a better life for all, this
would allow this the DPRK government to relax its repressive measures, follow
the rule of law, and honor human rights while still retaining power. To some
extent, this is the model followed by China. The hope is that in the long run, the
KIC could aid in the advancement of human rights for the people of the DPRK.
However, even if the DPRK government does not advance human rights in the
wider society, the KIC would still provide decent working conditions and an
environment in the workplace that treats people with dignity and respect. This
development could be a harbinger for future advances in the wider society.
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3. Define: setting goals for maximizing impacts on peace

If the goal of business is to have the government be less repressive, how and why can
the actions of business achieve this change? It is conceivable that government leaders
could maintain their power by overseeing a thriving economy rather than by running a
police state. Is it possible to consult broadly with the population to determine if this is
happening?

There are three major goals inherent in the KIC project. First, the KIC is to provide
synergistic economic prosperity, not only for the North, but also for South Korea. For
the sustainability of corporate activities for peace, the first thing is to ensure the
business viability of the enterprise. In order for the KIC to continue its success, it
should be able to provide a positive economic ripple effect to both South and North
Korea. It is possible to improve the profitability of SMEs in South Korea, which are
currently marginal due to the relatively high cost of labor and the expense of land, by
utilizing the quality labor force and lower priced land of North Korea. In addition, it is
expected that restructuring and upgrading of the South Korean industry can be accom-
plished by relocating many of the SMEs barely surviving in South Korea. Positive
economic effects such as employment creation not only in the KIC, but also in South
Korea’s partner companies are possible consequences resulting from the economic
cooperation between South and North Korea2. Again, a stronger South Korea is in a
better position to address human rights in North Korea, as President Moon Jae-in has
promised. From the standpoint of North Korea, the KIC can provide stable channels to
access foreign currency in the form of salaries and tax revenues, and it can be an
opportunity to acquire South Korea’s technology as well as learning the capitalistic
financial system.

Second, the Kaesong Industrial Complex aims to contribute to the peace and security
of the Korean Peninsula by increasing the economic interdependence between the two
Koreas resulting from working together on cooperative projects. It is anticipated that
locating the production facilities of South Korean companies in North Korea would
lower the tensions, which could result in economic benefits such as defense budget
cuts. This, of course, will have to be monitored. Thus, a key to the adoption of the KIC
venture is the acceptance of Principles of External Valuation, such as those of SDG
Goal 16, Fig. 2. The UNGC has high standards for these aspirations.

In addition, the improvement of living condition and the welfare of North Korean
workers through job creation and living wage guarantees could reduce the potential
social conflict factors and consequently contribute to the building of positive peace on
the Korean Peninsula.

Finally, the ultimate goal of peace-building process on the Korean peninsula is
reunification. Doing business in the North while having interactions with various
stakeholders—employees, customers, government officials, NGOs, investors, and busi-
ness partners—in daily business activities will enhance mutual understanding of the
cultural differences that developed in the 70 years of separation. In this way, everyday
business can prepare the way for reunification.

2 For example, as of 2010, 121 of the companies operating in the KIC were doing business with the total of
4,164 partner companies (i.e., vendors and suppliers), and it is estimated that these partner companies
employed about 19,721 workers from 2005 to 2010 (Korea Industrial Complex Corporation 2010).
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John Paul Lederach offers a framework for strategic peace-building and it may be
helpful to apply this framework to summarize the goals for the KIC project (Lederach
2008). Lederach suggests that a requirement for a successful business is that it has
developed relationships across lines of conflict, realizing that business is a human
activity that assumes social interaction that all aspire to. Thus, a business, at the same
time it is seeking profit, may also make a deliberate effort to be an agent of constructive
change, enhancing equality, fairness, and human flourishing. This contribution to a
sense of community can be an important contribution. Lederach argues that a business
may facilitate the underlying drivers of peace by effecting change in three areas, what
he calls the “vertical gap,” the “justice gap,” and the “interdependence gap.”

The vertical gap

The KIC could result in North and South Korean workers as well as senior managers
and government officials experiencing cooperation and peace in everyday working life.
The KIC could become a place to experience the opportunity to overcome differences
of values and culture in the two Koreas separated by more than 70 years. Working
together in the KCI could provide valuable opportunities for the people to come to
appreciate the value of peace and coexistence on the Korean Peninsula. The most
important value of the KIC may lie in the shaping of employees’ lives toward justice,
fairness, and human flourishing while they are involved in a business making a profit.
This contribution to a sense of community could be crucial.

Therefore, in the KIC, related business leaders, workers, and all other stakeholders
such as government officials and ordinary citizens can experience and realize the value
of peace and cooperation in their daily business lives. Through business activities and
its convening power of driving individual stakeholders as a coherent whole, a declar-
ative and macro-level peace-building effort can be realized at the frontline production
site.

The justice gap

The KIC could contribute to peace on the Korean Peninsula by lowering the economic
disparity between the two Koreas, and thus lessening the possibility of structural
violence. The experience could also offer opportunities to learn how to deal with the
problems besetting all nations today, such as, gender discrimination, decent work hours,
division of labor, layoffs, and appropriate incentive systems balancing the individual
and the group. The gradual improvement of human rights and justice in North Korea,
assuming that South Korean companies have a willingness to pursue a responsible
management paradigm that enables the flourishing of stakeholders, will open the way
for positive peace moving beyond the avoidance of conflict of passive peace. The KIC
could be an ideal test group for solving SDG issues faced in the Korean peninsula. It
could set an example of SDG practice through inter-Korean economic cooperation
projects such as KIC and bring that model to scale in the Korean peninsula and perhaps
all over the world. The respect for the dignity of the workers demonstrated by a living
wage, a safe workplace, and enhancement of the whole gamut of human rights could
serve as leaven in the dough for the DPRK. To this end, interest and support of the KIC
and its many companies from the international community, especially from the Local
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Korean Network of the United Nations Global Compact, and the UNGC headquarters
will provide a significant guiding platform.3 The Principles of External Evaluation
provided by the UNGC Korea Local network would be crucial here.

The interdependence gap

Peace building through business has the advantage of being integral and virtuous, rather
than partial and managed with a zero-sum game philosophy. Business activities
basically establish an ecological network of stakeholders such as employees, con-
sumers, suppliers, society, and the natural environment. In the stakeholder perspective,
business production activities play an effective role in securing the holistic interdepen-
dence of various partners (Freeman 1984; Mackey and Sisodia 2013). When a com-
pany with a purpose that transcends a mere profit maximization creates a virtuous
cycle, the enterprise lays the groundwork for peace and coexistence enabling a sus-
tainable profit for the business itself.

The daily production activities among business leaders, workers, government offi-
cials, and all other related stakeholders in the KIC could promote coherent interdepen-
dence of the business ecological system, and coordinate possible gaps among the
parties at various levels and sectors across the two Koreas and the international society.

In addition, based on the successful achievement of economic cooperation, the KIC
could provide a model of expansion in non-economic fields such as culture and sports,
contributing to a mutual understanding of the whole society. By raising the culture of
respect between the two Koreas, it could promote awareness of what it would take to
have a peaceful and flourishing country.

An important feature of membership in the UNGC is the promise of businesses to
contribute to advancing the SDGs where possible (Fig. 1). These CSR activities
advance corporate citizenship and can be a valuable contribution to a sense of com-
munity: Business in the KIC would be expected to participate in advancing one or more
of the SDGs, with a special emphasis on SDG 16.

4. Implement: monitoring and evaluating goals

The purpose of this step is to ascertain whether business actions have been, in fact,
effective in advancing peace. It may be that business has created jobs and developed the
economy, but are these factors the key drivers of peace? Is there some progress made in
the advancement of human rights and reform of oppressive political institutions? Is
corruption diminishing? Are people feeling more secure? Some data collection is
essential. Since its inception, there has been ongoing controversy about what percent-
age of the wages of the DPRK citizens laboring in the KIC actually gets to the workers
and their families. Transparency on this issue and some monitoring would be required.
Global governance on monitoring mechanisms is still a work in progress, but some
initiatives must be advanced. The UNGC assumes that business wants to have a good

3 In 2014, two years before the KIC closed, three companies in the Kaesong Industrial Complex and GIDF
(Gaesung Industrial District Foundation) joined the UNGC and aspired to fulfill their responsibilities in
accordance with the UNGC ten principles concerning human rights, labor rights, environmental sustainability,
and anti-corruption. In the process of restarting KIC, it will be necessary to cooperate with the international
community, especially the UN and the UNGC.
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reputation and that stakeholder pressure, especially the free press, will be an effective
monitor for now.

5. Communicate: reporting on impact and progress towards peace

A business should inform key stakeholders about its aspirations to contribute to a
peaceful land and report on how well these aspirations have been realized. A positive
report could attract much new investment. Should the goals not be realized, a new
iteration of the five steps may be helpful.

B4P in the Korean peninsula: the challenges and opportunities

The search for the role of business peace-building in the conflict situation on the
Korean peninsula, which is the last relic of the Cold War era, is meaningful today in
the light of the Sustainable Development Goals and the emphasis on the expanded role
of business in today’s post-industrial global world. Considering that the conflict
situation on the Korean peninsula has been entangled with the complex geopolitical
relations of neighboring countries for more than 70 years, the journey toward peace-
building is not a simple matter. In light of the experience of the Kaesong Industrial
Complex over the last 14 years, it would be helpful to summarize its implications for
future inter-Korean economic cooperation projects.

Being centered on the purpose

It is important that business leaders maintain a sense of purpose in establishing peace
on the Korean peninsula, never forgetting that peace is a universal human aspiration
that relies on the same values that a well-run business requires. Kofi Annan based the
UN Global Compact on human rights with this in mind. Under the circumstances of the
Korean peninsula, where the struggles of the Cold War dominated for so long, there
will be significant challenges as companies try to be agents of peace.

Business leaders will want to maintain creativity and authenticity in initiating
inclusive stakeholder strategies in accordance with the higher purpose that transcends
profit maximization. In addition, the South and North Korean governments and other
business stakeholders such as partner companies should play an important role in the
business peace-building ecosystem.

According to the survey results of the KIC Business Association, 94% of the
companies formerly involved announced their intention to re-enter the industrial
complex should it reopen (The KIC Business Association 2017). While most KIC
entrepreneurs highlight economic benefits such as low wages, labor skill, and logistics
convenience of Kaesong Industrial Complex, they also realize their noble contribution
to peace building on the Korean peninsula and reunification of the two Koreas. In the
last decade, entrepreneurs in Kaesong Industrial Complex have experienced the higher
purpose and the expanded role of business, and for this reason, they are willing to re-
enter despite the political uncertainty.

The new business paradigm of B4P may be both unfamiliar and challenging for
most business leaders. Some education in the new paradigm for leaders and all
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stakeholders in the B4P platform for sustainable management activities may be re-
quired. Again, the international community’s interest and support, especially from the
United Nations and Korean Local Network of the UNGC, will be important.

Building a community of mutual learning

The two Koreas have a long history of separation and division for more than 70 years
and understanding each other politically, economically, and culturally and seeking ways
of mutual cooperation will be a difficult task. Therefore, a good start to the learning
process can come from the working together of employees, business partners, and
government officials in the daily production of Kaesong Industrial Complex.

It is very important for the companies in the Kaesong Industrial Complex to pass on
what they have learned as they explore the ways of mutual cooperation in the daily
experience of managing a business. In order to do this at the company level, leadership
style, organizational culture, and decision-making structures need to be in tune with the
most effective methods of enhancing the organizational learning and facilitating the
knowledge management processes. In addition, at the macro political environmental
level, policy support from the two Korean governments, as well as from the interna-
tional community, especially the UN will be critical.

Global multi-stakeholder collaboration

If we can advance peace on the Korean peninsula, the symbol of the Cold War era in
the twentieth century, through the responsible management paradigm of the twenty-first
century, it will be a major breakthrough not only for future of Korea, but also for the
whole world. While embracing local stakeholder voices and optimizing the design and
implementation of corporate social responsibility (CSR) programs (Rhee et al. 2018;
Park and Lee 2017), business can bring together the interests of various stakeholders
and significantly advance the common good. A successful KIC on the Korean penin-
sula could become a role model for realizing the B4P ideal.

The KIC’s continuous growth requires the engagement of relevant stakeholders and
the support from the international community. Enhancing the self-consciousness of
business people themselves, actively communicating with stakeholders about the
achievements of the KIC, attracting international capital investment into the complex,
and ultimately making the KIC a multi-stakeholder global collaborative project will
further guarantee the future success of the KIC.

Conclusion

In conclusion, we have argued that the Kaesong Industrial Complex could serve as
an instrument of peace building in North Korea. The UN would have to modify its
sanctions on the DPRK to allow this, and more importantly, the government of
North Korea would have to demonstrate some openness for denuclearization and
advancing human rights for its people. We believe that the development of a
thriving economy in the DPRK could bring a flourishing life to its citizens and
enable the government to survive, not by repressing its people, but by enabling
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and empowering them, perhaps using other Asian countries as a model. This
would require that the South Korean companies in the KIC would actively try
to seek the advance of human rights of their employees from North Korea, as
suggested by John Ruggie (Ruggie 2008). To be sure, to meet the UN mandate,
the denuclearization process would have to get underway before any substantive
moves could begin. On the other hand, Rome was not built in a day. If trust can be
developed, perhaps some small steps in the right direction would be sufficient to
move ahead with the reopening. There is no doubt that the government of South
Korea and some Korean Local Network businesses of the UNGC do support the
reopening and even the expansion of the KIC, assuming the conditions stated
above are advanced. The article has shown that businesses in the Korean Local
Network of the United Nations Global Compact are able to respond to the conflict
in North Korea as profiled by HIIK with activities B4P scholars have suggested
(Oetzel et al. 2009).

As indicated earlier in the discussion, the B4P literature suggests that there are five
significant strategies for promoting peace by business: promoting economic develop-
ment, promoting the rule of law and accountability structures, contributing to a sense of
community, engaging in track-two diplomacy, and engaging in conflict-sensitive prac-
tices and risk assessment. This study has shown that a properly managed KIC can
implement these strategies and advance the prospect of peace in the Korean peninsula.
It is worth noting that this article is outlining what the KIC could do if properly
implemented; since the KIC is only an aspiration at this point, we are not reporting
on what has been accomplished but what could be accomplished. It may be helpful to
summarize how the KIC could promote peace by advancing the five strategies.

Promoting the rule of law and accountability structures

A business joining the UN Global Compact is expected to try to advance one or more
of the Sustainable Development Goals. Each SDG has a number of sub-goals or targets.
Figure 2 lists Goal 16: “Promoting peaceful and inclusive societies for sustainable
development, provide access to justice for all and build effective, accountable and
inclusive institutions at all levels.” Figure 2 then lists 16 targets, which include most of
the concerns of the significant strategies above, that spell out the desired direction for
an action plan to achieve Goal 16 by 2030. The point here is to note that businesses
participating in a future KIC will have no hard law to require them to participate in the
five “significant strategies for promoting peace,” but there will be the soft law of Fig. 2.
A business participating in a future KIC will be under scrutiny by the UNGC, the press,
governments, and the public to show how they are promoting the rule of law. It is also
worth noting again that SDG 16 describes an incremental process with 2030 the goal
for most targets.

Promoting economic development

As indicated previously, business in the KIC should be involved in skills development,
education, philanthropic work in the community, and of course, job creation. The
targets listed in Fig. 2 add to this the concern to “promote and enforce non-
discriminatory laws and policies”.
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Contributing to a sense of community

Community is present where people feel respected and their dignity is regarded. This is
a goal of the KIC. John Paul Lederach makes the point that business is a human activity
that requires the same values and virtues as a peaceful society. Social interaction based
on respect for the individual lays the groundwork for community and a successful
business. The targets listed in Fig. 2 are designed to foster growth of a sense of
community, especially number 16.7: “Ensure responsive, inclusive, participatory and
representative decision-making at all levels.”

Engaging in track-two diplomacy

Could businesses or perhaps a coalition of businesses in the KIC such as the Kaesong
Industrial District Foundation play a mediating role among the groups in conflict? John
Paul Lederach argues that businesses have played such a role in other conflicts and
offer a way to frame the issues. The targets listed in Fig. 2 include laying the basis for
such mediation: “Strengthen relevant national institutions, including through interna-
tional cooperation, for building capacity at all levels…”

Engaging in conflict sensitive practices/risk assessment

The UN Global Compact strives to help businesses understand that major conflicts are
best analyzed as struggles over power and economies. This is in conformity with
HIIK’s description of the conflict on the Korean peninsula. The re-opening of the
KIC as envisaged in this article will have the support of the Local Network of the
UNGC and will be guided by the key document: Guidance on Responsible Business in
Conflict-Affected and High-Risk Areas (UNGC 2010).

Will all of this be successful in helping to achieve peace on the Korean peninsula?
As suggested earlier, there is no silver bullet for a quick fix for this conflict but rather
what is offered here is an outline of an incremental process that could yield results.
Further research on the practice will tell.
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