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ABSTRACT

Economic sanctions and inducements are types of ‘policy instruments’ based on
‘economic tools’ to influence other international actors. Ongoing debates on sanctions and
inducements have exposed drawbacks for relying on individual case studies. There are some
studies in the literature that attempt theoretical analysis of sanctions and inducements, but
they are mostly based on rational choice theory. In reality, however, there exist so many
cases that cannot be explained by rational choice theory. These are called anomalies or
exceptions. The literature introduces specific variables to interpret these anomalies and thus
sacrifice the universality of the theory.

From this point of view, prospect theory would present an effective tool to analyze
economic sanctions and inducements. It is a behavioral economic theory that tries to model
a decisions making process in reality. The theory says that people make decisions based on
subjective value of losses and gains from an individual reference point, and that people
evaluate these losses and gains using heuristics. Thus prospect theory could offer a different
frame which has greater explanatory range without adding new variables.

As a result of this study, target’s losses of ‘back down’ towards economic sanctions loom
larger when the reference point level increases, therefore, the effectiveness of sanctions
decreases. However, target’s losses of ‘stand firm’ towards economic inducements loom larger
under the same condition of reference point, therefore, the effectiveness of inducements
increases. The findings of the paper suggest meaningful implications to the economic policy
towards North Korea.
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ABSTRACT
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BAAAE s HxE 25| A8l g w7 ok =7l Zhske AAIA 39
S 9ugith ol % |4, AME 4, WA S 59 #44 A (negative
sanctions)?} Y=Z AlF, EAF BA, A 25t 59 F4A Al (positive sanctions)®
THEEThL o] Y AAAAE A AAeF FAA AR mES 2Eshs Fee] Jid
ojut, b o R Fg% AIAE ZBAIAI A (economic sanctions), 5784 AAE BA
Z](economic inducements)©|2} &gk}

BAAA Y FAAAES uA F3kE D] 9%t Fa%E e shuR Q1AE o]
et 53] BAAAE 2o =77 FAET] B ol E FEAReE HEo] Fa%t
QA prko g o|gEo| gt dlE =] BC 4329 AutEE) HlEEeks Al
oAE= HA[SH otEl= 2u2EE e FAAAE 7IRlen, olZlo] HzEy|
a2 FAA(BC 431~4049)°] Alo] E|Qict 2

eyt BAAAZE EAA o2 AR A2 20417] o]Folth, AREF=2]e] A|E Ht
Fog FFREAR I =7 dEbARl w7F FElE A A HAAAL Ee 4
SH=EY Sdom Qs =7k gt BAA - ] WAL o] Al7]of Hls| HA T
AAL FaF7] dmolth, AAR FAAAE A 100497 Zs] ARE e,
14 ERE 9453 S7F FAIE Holal ltK(Figure 1 F2). 53] w2 2 o]%
oo 2Ad=omA BAANE we ¥Es] wefskal et olE 50 O'Quinn
(1997 mEw, vj=e] 2UE g 3 WA A7IFd 1993~97defwt 357) =7}
£ ez Mz BAAAE Foded, ol A AA G 42%5 e g
Zoljgon nlm ENHO| 19%7} s A=t wEe] UASIH

o]e} o] 2T 5o QuA HxF S| fIvt e r BAAAE W] AR
H o, I aiol disiie 2o el H7EF ARtAo|th Pape(1997, p.106)+=
1914~90¥19] 7|3t & ejE 857e) AAAA AlE 4% dat of s5%qto] dEA

o
2 2]

2

1 Baldwin(1985), pp.40~44.,
2 Hufbauer, Schott, Elliot, and Oegg(2007), pp.10~11,
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[Figure 1] Sanctions Episodes Initiated 1915~2000
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Source: Hufbauer, Schott, Elliot, and Oegg(2007), p.18.
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AYT ik, wehd olzHont AAAMe} AAAY BE A8 A5 Hetol
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< =3 229 °‘°ll‘+ 3| AAREE =7F 2He] QuA e Erks T A7
Hzo] rE A

=

o Qlwa] Au|z QUAE|glY] Hiolth A AAALS 9w w7

5o Qlw
2 solsis 497t Qlujeke 1 faol] gaias ol Foldolgirhs TS Wl

3 AAAAL] Bzt - AtelA d2A A== o= thadt 2t AA, AAAA AE A7t
= 7|&9] zjo] wjFolct o& £ Hufbauer, Schott, Elliot, and Oegg(2007)= FAA Lt FHE
H AAAN AIES ATt R Ao Qo) Pape(1997)9] At s ARIES ATttidelA
Aelsta gtk S, Pape(1997)¢} Hufbauer, Schott, Elliot, and Oegg(2007)= % ZA|AA 2]
wake o) W9l wWeke Z4ska ok, St Pape(1997) T3] A B el
9 H3E sk AAARNS a7E SASIF AN Hufbauer, Schott, Elliot, and Oegg(2007)+=
9] st ohat AAAANY Jlol=S Fast HATAOR A3 Qe wlebd Hufbauer, Schott,
Elliot, and Oegg007)ollAl= thd=2l 9] Wk Frert 4] dejek= ool et ZAAAA ] 7]
ofsl e A9 HEHe AAANE BTL BA e S QA B Aol wh, dpstel 39
wiste] A} Aciehe ofo] oiet AAMAlL] Fleiwst tekd A fake v S4E @
A 2] AAAAY AFAES AAANY Amate] Higt 4 ZIE Hufbauer, Schott, Elliot,
and Oegg(2007)0)|4] x}-&35}ar Qe

ARt ZHXIES gut 24 3 CHEYA0| e AR HY0IEX =2



Aol A= AAA HAls 8l A=l Yud mxs 9t A2 AY 7 5
e doldity, ey =l ol AAAACl v = #4783 (containment
policy) .t} A ¢S &3 543 (engagement policy) &2 A=9| 275 &5}
= Ao] 52 B =Sttt 53] WAA A AAAAY] Ak 39 e

T QY ditirE BAAIAE v e g o ojopt Tiuka) [ojuldt avks Hl
7] wzoll WA siAlofl W O] Bk M2 FAIEE Y il AR Y o
off Hroh & WAS 7HAA sk AZI7E = dcks

ey ﬂ 2 o mA AARLY FAANY] Ao gt o]2F] dAF= A
ngsih A 7189 A5 A RE Al £ 24E a1 Sl dE =

AAAASL AN EAE B DAY GO, w5 S Aol 2ol
o) AAARISE AAAe] Faks BAL Qg Bolrt, o] Aol npEHo]
o 2ET - A4471(1999), Aol - o]3d2(2003), AHATH2007), FE5+(2008) 5= H]
o] Y5 AAAAS] BT S AAAA gk Ao BukE ok gle, AAAR)
U ARIA Qo] A5y Aae] st o2 Eajo] ohe Tl Aol A4S B4
How il o 28 WE Qrks A7} Atk AFE - WE542009) 9 o)
5 - A0 wl=e] ol AAAAL] fale] digt A%H ATers HolA o)
7} glont, of elA] oA HAjo] ohet s AAAA KIS HAEAZ o] g3}

o 73k 9he Wolc,
BE 0|24 HAL A3 dTEE FAUt oIS Sol Dremer(1999) vl
2o

| = (future conflict expectation theory)< ©]-83dto] HAAAA S a¥E E4shH
5| BAAHe] BAAAS] BE ARA A7l SHALE =olskl 3l

oy ey =00 EAA BAIAIARE BAIX L] A eS| FHEshAl 9 lth=
THAE 7HItE Yu(2005)= F2dR9] auks WA (spiral model) &l 45k
Act 19 AT AARA YL £33 S Adle] Filo] 2L W %7] o]
woll BAAA AAef gt =o7F BT & ozt AAAA ol et 4= F5SHA|
Fotth, @49 (bargaining model)S ©]8-5to] AAAIAR} HAA ¥ S ZA%H
Judkins(2004)= $12] 7 =l vls| AAAARt FAIAES F2s] HEskal 2H2e]

4 Morgenthau(1962), p.301.
5 Haass and O'Sullivan(2000), p.2.
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I. AgoI2a SAZAZA

1. FFOI29 oloj

714 (Daniel Kahneman)¥} EHA7](Amos Tversky)oll 28] AHE ALo|22 &
gHAAsto A o] oAby AVE el Halx} sk o] Eolt) 5 A ]/\1
Q17ke] MEHS Zth(HEr, heuristic)ol 23l o]FofRttal 331t 8 3
AL 2F FHE ol HAE o vk Y EXAT|= éﬁ—%
o] E4E& sk, ol 7HXE<r(value function)2t THE7HeE<(probability
weighting function)® F2|3ch, 7F|gro] =& #Hh 159 AdS AvEd
o2 A

A T EWAT]Y] AR AT, Seko] ofgh ZhA] sk thaat 22 A4
2 gl AR, 217te] 71 TWeke FA A (reference point)S 7|E 02 o]FojXt} A}

FEe Aele] gRelA aaite] Z7)7t obd EAHeN ola BerE: o] ojejo|

O-VL
>" -INI
19
off 4 2
P

‘IN' ox
rLorlo

R

SEHoUE FasHA At Aol dlE =0 A9 A4kl 3,000%HH oA
2,0009FA 0.2 745k BO] AF4ALS 1,0005HolA] 1,10059H 02 Z7het A9 AP
s WA} woF FAQl AR 7|Eo® wesithd A7} BHEOE YESIIANE, AR
o= B7F o 3Esittal AZshe Algol W Zlofth, AR Y] 7|0l tigt &8
TAXCZHE ] H3le| o8| AAE]7] wjZo] EAXE Vel E 3(-)Y HIE 7t
2 ARTE ()9 WIE 7H B7F © dEsiths Aolth 7hut EMAT|E olF
FA 9)EA (reference dependency)®] W2 FE G T frame effect)tal HH AT}

Sitoll oJslf Yeh= 7HA] we] = R S EAR SRR E Y] o] of(+)
A Aot ()Y A 1 Fdgho] Zrjte s ko] Alfdo] thar= Aotk dlE

O

=

o

8 ‘heuristic-> 128|202 A (find)’ Olﬂ olulE 7R 1 glon, Bxet oA AA IS Tt Tt
o A7l S Beth &, gae]H(algorithm)o] =R oS uf AMSEE EAlSH4
o] gt By o RN AAH I o EP¢§} Ao olafgt 4= glrt, ‘IJrEW Aol ‘g
T2 Aol 7123k 22 wrbolel= Sol|A ‘heuristic- jz—% oz Wit 7Ry EWAr]9]
IS HAGE o|Yol(thA 7RI - F &2H] - ofi A ERbAY] HA[2010]) FA| FEFolt §
£ ARgSEL Qlok 2=y shdRe] AS ot oMUY Y 7hAH[2012])2 HEe ofu| M
ofgl o Q3| Yo] IR ‘Fejagolgs g5 IR ARSI 9ict
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(Table 1) Experiments of Diminishing Sensitivity

Experiment 1 (N=68)

(1) (6000, 0.25) (18%)
(2) (4000, 0.25: 2000, 0.25) (82%)

Experiment 2 (N=64)

(1) (-6000, 0.25) (70%)
(2) (4000, 0.25: -2000, 0.25) (30%)

Source: Kahneman and Tversky(1979), p.278.

o] o] AFRES 1,0009E 0.59] FE2 AAY 1,0009E 0.59] FE2 oA
g 24, = (1,000, 0.5: -1,000, 0.5)¢] BHE A&alA] ¢t} fufetH AFES
Ho] 72 ¢ olojHtt £AS o IA| BHrkshr| wiEo|tt, it EnAv|=
& &£A43]7(loss adverse)ztal FPdom, &£A4S ookt A4 FHrlehs A=EE
As|aAleg Aot A A, ARFES &4 ol Hg oF 2u) o A
B7kohe o8 WHE L weba o] A EAIuA = 27} H) 28 JJ@EJ
Algz Z35ell whet gebd 4= glovt Adle] Auf i RE 1.5~2.5 J9 Hell &3
oh:} 10

A, Fetol o3t 7HA] ek ®istol] igh vt gt EAS 7H
o} &, oot &9 717 A2 wiolli= 7HA] ®istol| ®l
A7F ARl whet 9iErE Zopi= Aot} ofgfje] AYES AHEA AES o
QF % ShE AEehs FAloln], BE QY] A= A kS AU Alte] wigS
Lrebdlich 1L (Table 1)) A9 104 ook (1) 40} @F Fdg 73S Ade), 1
fut AF A EEY ARMES 6,0008HS 0,259 EEE d= ook (1)Hoh
4,0009HIS 0.259] SHg E= 2 ooo‘ﬂ%% 0 2594 TER d= 1‘41%}

Ogl_]

o, Fl‘)’

oS HojEr) olydh %‘3% 7 E‘ﬂ’\7lL iEdn iﬂ Fd(diminishing
sensitivity)o]g2} &

9 Kahneman and Tversky(1981), p.457.

10 Kahneman(2011), p.284.

1 Fhjus Evlsavle] BE Asld Selues olsviel sesion, A8 WKl 4sle
3,0007H-&E & OH‘;L s % /\E%JEH}\]—Z]‘OHA] Feugt 2718 7RIgal AR =Sk AA @riﬂ“*HL
ol o)t A Fol A STelE Ut waske] AgT,
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[Figure 2] Value Function

Reference point( R) x = Gains or losses
from reference point

Source: Kahneman and Tversky(1979), p.279.

Ax Aol &of w2, @AM ARFES HidtEe] 7L Sl 7HXE o] 9
8 B7kst, ZHx]of tigt Bl AR oA, £4FT, 8a v E AR 59
545 Ad= Aos W o]t SAERE QleiA 7HAIge [Figure 2]9F 22
FEHE AUA ot &, AFEo] =7l 7RV e SAFCERE Y o] 52 &4
9] A7)(x)9] olal, EAu A4 et F(+)Y] FrTh 5(-)9 Yol 7]
=717F AH(steep), FHY FHoA 2E(concave)dtil &(-)9 oA EF
(convex)¥t o= THE=TF Agtelr] wo|tt.

theo g2 SHETbedhaeet Wt Aol sl AR} 7l EvA|o] AFe
ook, A2 7Hx]Y] WA g HJA] Sl ofsff HrIRitt, o3t BrpAle ot
S A2 23S Wk A, A7k EHAIgE Aat AL gHAgh A s thEA
7Rz ol B gt gE 12 12 BIFekAIRE A9l 2het g1l 0.95+= 0.95
R} 27 grigith= Aol &, ARES A9 gldt Ao dieiAe gEs 4t
2B7FsE7] wiitel] ARt W shE TlEAE oo 2] es] ehadt Ansat
o] 5.8 zfolE jAlxItt, 7T} EWAT]= o]& S4Ad Bkcertainty effect)2)
i REc

B, MRS AUE ST A3 Aol U B shw Bk 5
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[Figure 3] Probability Weighting Function

W (p)

Source: Kahneman and Tversky(1979), p.279.

5| A B, ol ol ARFES 1008S
=7}st 731%94 15%°14 20%% 5%p S7FE 7% Akl disl % =2 7RIS
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52 FUSHA & Aot oA Y ARES WA 7hsAdol mie W AEe] of
AP o oo r SES AErIRIth iy EMAYE ol e B
(probability effect)2}al HE=r}

AAR Hbof| Fofohs AHES i es ge0] 7sHe AeE HAdeE 34
o A S Al s aae] EAE Holeth 2 A, 274 TeAer S
A SEE FUAL & TG miel Qs gE 00 itk Al 001%leH, 100
of thet 2% 7= 10001, &4, 7Hs7d el o g5 0 729 &0l o
A= AA oo r W3k 7SA|7E ol ek

o|AY AFHEE AHAY] Age] wE 71| WA ol gES S «]511 375
o, of2fRt Bl A atet 7heA Adtthe EAS Adh weba dAoA ¥
2= AAlY] BEVS = [Figure 313 2ol Uehdt,

SkEo] 0%°lA 5%=

at

C,Q

o]
XN e

ggj e
J

rl
]

i

o

rﬁi
i

12 Kahneman(2011), pp.314~316.
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ool Mgt Hheh o] Ay PO] ol efshel AlgEe] AEe shxel Bgo] Tt
?—DPOH ofs) ATk, AL Bl A 0] Aelo] Fhx]er SHgo] ofs) ARErhs

e wolh ofeh el AolEe] Ee] ol e AL A e
61 0lo] B2 fle] A7)} ok EAYORRE o Wse] Avloln, B o4

rOI

shgo] 3ol wet e EL B HrhErks He AAe] A B3 HolEm 9)
TR Aok, A3 Ayl 2ol ofshy, AFEe] Ade] FR3 JFL AT Uk A
o FAYI BEY S Holtt,

2. SABAEA et 2o

AGo|E AR FAFHAAEG Ayalr] 9Aa olEo] ohrh, HFolEe Ik
AAA W) ol A Ftoll o3 AP BHEls A5 FAMS P S8 4
efolat Aete] AZhe B ofZolth Hha of7]olA el FAXAAC
i Bl BEY FSAS 2 5 Ak FAMSlA BREE Tk Hee o

A Fela WEos Mol g A9t 959 ojFiols] ujol)

|3A19] B0 Bg3 AT T AT, $H Jervis
(1994) olejmr} =Alo] oA WheTTHE £Aso) A HEe H L
i Hrste] QX HEI1EBILY A Fa AyolRo] Fvtel hel 2
e BASHE dlo] 983 £ @ 4 Qlrky 2 o2 Sof o] ofshul Ay

ol IAFAGAl Aol thah 22 EAE= AR & Aok A =7= A9

i
2
fu
2
=]
g,
©
fit
lo
Hl
2
o
Wi

a
St A3 1] ¢F2 7 St 4 (sure loss)o] dETHH, ol TE2= o]
o] Wy shEo] i et A" thrh 4 39IRf= o]ofof Hls &Aof ZshA
Hhgohe Aakel Jlerw HAS slustal & Zlol7] wiZolth t5o] 9l w=
= oo B2 A FEL AfErE7] wize] ¥ Adde & el TS Al
R}, olgfgt == =77 o sAtel F38] B AR WofstAY =2 7 AR
Fofst=AlE d9ote ol 83t BAES A o vk 24, =7 f1Ee Ay
= & S AT AL R, 4 fAE ARt 39Kl ols PR
Fole et &2 duste|al sb7] wlwolt), ol ol wvkEel o 59 4%
13 Levy(1994)0] 2J5}9, 9133t Ae(risky option)o]et HE-S 3t AelS ojn|gich

14 2 o]ola} &Alo] tjat Bkr|Ee EAHol
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TAZ ASUAE AP WA geslE HEshe Yol B 5 et
Hego|29] ofefat FAHANAAN Felt olef Al EAo] H8HUL}. McDermott
(1999)2 19804 19| 7he ThEo] ofzte] oRE ARUS FE| 93| 2t

2 RS AR AR B BASIcE FA vIe] BAA
e ofe- etstslol A9 Bt ohet AW AXE oA the e SFolgict m
ehA 7he] CEFE 10072 s T AAE Fekg Bun g 4 YAw, A%
TS AGE TEANS AEPt o Mol Fas] ggel SuEIgAN, St
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[Figure 4] Target's Options towards Economic Sanctions or Inducements
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[Figure 5] Effectiveness of Economic Sanctions and Reference Point

5% Effectiveness of sanctions
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[Figure 6] Comparing Utility of Settlement and Contest under Sanctions

x = Gains or losses from
reference point

At ZHXIES &

1]
HI
>
o
ol
Ao
2
):‘-l:l

SRl CHEE AARE: TY0IEH =2 19



20

Hsto] w2 HAAA ] aukE AwEr] $J3F Zolng Fe] gEe ¥t uXe o
&S wiAls] el Held s SEl nEe] qlokar spgeit e e EA%0]
RQl Aol zt 99 7|9gke) 7Ble 4 V(" R=R"), Vw': R=R"),
Ve’ R=R"Z UrEP&E}. oAl EA%o] RN R'Z EobHrial six}22 1¥H
N2 EARE 71502 7T 508 oFstERE 7|Hge] 7HA] 9A] Zkzt
V(s': R=R'), Vw": R=R'), V(': R=R' )& A3e}A =0 23 0|52 n%E &
7AHo] RQl Aol wmjs] gt a9y Ayt wige Alzbdel uwket
V(s": R=R")oIM V(s": R=R)29 TraZo| 7 A7 yepdrt, 2= ¢9E
o= 499 7Idag s Awrt b 3ER At gefo tigh f2lo] AAsHA
w3, wheba] FARAS] Biks 2olR]= Aol

u\l

3. FAXIEY 2t

oA ef=ro] FAR LS ol8st 845 Aleke H-E s BAh FelE o)

L A9 RS R S8l s olole oSt Felof A age A (hoR
FAE FE, AN Aok rh R GH A SeE s 390 7|9
45

ol 20 7HsAe glom® Selg ot A9 Jggel 29 A9t =
SJollA] Aslaick, webs iAo hEge 4 ()= FAE, o] Hee] A 5t
t 4 @3 4 G el 4 (1) Zo| FHgd,

(S_ R)ﬁ — (1 —c— R)ﬁ ><€{_ (—Inp)} _ )\(R+ C)ﬂ [— {=In(1-p)}

s5%= Rt [(1—c— R xel= 0 (Rt o) xel-Eint=p) s (7
21 F71%0) SAshchl Se] S8 BAAA ol ()9 HUBAVL 2 e B8] Z7st

wl iAo S ge] Z7lstus ARRAe] Ha7h wolx7] uhold)

22 ofu] gfollAle] i=ol7h AASHE wleh o] EAME el sHe A9 el Selsks A
(w")9] F7to] olA] Hrk AAAAL] 8T 8L Aol £()9) 7Ugke AFHEE i
AR} 230l glofof s, S22 AT S VUGS A A9 WA om EAstA o
Bz uw't FAHRY S50 glojof dh] ujol)

23 22 F7de] WEshY WOl sk A9, URolN Felshs 4% delm dixelq ssks 4
o] Zlgighe Wkt ol 7|dghe EAMORNE 0| Avjolne EAY AL o5l uket 4}
Ao el Aolth. 3, o, w°, 1 ARl X EAY Wk 8] 2717} stk
Zolet,

24 A5k ool Ak, ARA L] Fris o] AT 5go] T AL AL o]l -
o) F2al oo sbgaltt 8 ek, A4 AGke Folulal Aols] wizelth

SRR /2013, |



[Figure 7] Effectiveness of Economic Inducements and Reference Point

5,* Effectiveness of inducements

A1 (6)] 7t Algell AAAAY et FUe 7= tUsHA, sy = RO At
2 Yepdt} 25 ol 24T AAIA Y] 't 7hol oK(+)2) AT 2R <
neict, &, AAAAL] el Hii= EA 0] mokx|H A o] AotA]al, A
o] oW dif=to] a5 ARE 7HsAdo] Hobx|7] white] HA|X Y] &yt A
A= Aok,

AR Y] 9 E=AFC] o AARX YL iyt FIschHE 22 BAAAL
4ol A At vkl o] ZIAgREE FalNE AW 4= 9k [Figure 8]ofA] s,
w', 1", agm o) w2 v(s": R=R"), V':R=R"), V(I':R=R"E
[Figure 6]olAle} vpd7A|2 Aolstal, 5] e JA| A =] oka 7M. &
Aol RN R'Z oA MRS EAFNAL] ZHgke] 7R V(s': R=R')
Vw": R=R'"), V(I": R=R')E 2% F7%80°] R A3l vl ghagicy 13
| EAs]u Aol wet &(-)2 Fdoll w9l V(I°: R=R")A V(I': R=R')2
dado] 71 A vedt), A= diAE Addske 499 7Idag A4 A=t 7
A A0 A=t gool tist felo] TrIeHAl =an, wheba AR Y] avke 5

jin}

ARt ZHXIES gut 24 3 CHEYA0| e AR HY0IEX =2

21



22

[Figure 8] Comparing Utility of Settlement and Contest under Inducements
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[Figure 9] Effects of Increase in Reference Point: Economic Sanctions against DPRK
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[Figure 10] Comparison of Economic Sanctions and Inducements: DPRK’s Case
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[Appendix Figure 1] Derivative Function of Target's Utility:
Economic Sanctions
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[Appendix Figure 2] Derivative Function of Target's Utility:
Economic Inducements
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