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South and North Korea's Economic Relations Seen through
Statistics:The Past and the Present, and the Future 

LIM, Kang-taeg
Senior Research Fellow

Korea Institute for National Unification

1. Raising Issues

South-North Korean relations comprise a range of spheres of politics, diplomacy, 
military affairs, national security, economics, society, and culture. Each sphere has 
different characteristics and has built its own independent relations. In course, the 
spheres affect each other, interacting and developing. Over the most recent ten 
years, inter-Korean relations have improved at a faster pace than ever before, and 
among them, the economic relationship is evaluated to have grown the most 
quickly. As a result, albeit being within certain limitations, relations in the economic 
sector can be said to have partially driven South-North relations.

 
The South-North economic relationship is considered to have grown at a fast 

pace because of the sunshine or engagement policy toward North Korea by the 
Kim Dae-jung and Noh Mu-hyun governments. Especially, the South-North summit 
conference in 2000 instigated brisk negotiations between the South and North 
Koreas and paved the way for creating an institutional system, which largely served 
as the driving force for large-scale economic cooperative businesses, like the 
Gaeseong Industrial Complex construction. Thus, the South-North economic 
relationship grew in terms of size and business sphere. However, despite this 
quantitative growth in the South-North economic relationship, because the weakness 
of inter-Korean relations in the political sphere has not improved, the economic 
relationship faces limitations in seeking qualitative growth development. Plus, the 
repulsion (UN's sanctions against North Korea) of the international society to North 
Korea's provocative activities, like nuclear testing, etc. functions as one of the 
factors that aggravates the outside environment of the South-North economic 
relationship.

Since the inauguration of the Lee Myung-bak government, which placed the 
priority of its policy toward North Korea on resolving the North Korean nuclear 
issue, the recent South-North economic relationship is entering a kind of 
adjustment period. Worse, in order to press South Korea's new government, 
North Korea suspended conversations with South Korean authorities unilaterally, 
and took steps to enforce control over the Gaesong Industrial Complex, which 
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further aggravated the situation between the South and North Koreas. Fortunately, 
as accessibility to the Gaesong Industrial Complex since last August has been 
normalized, the South-North economic relationship, which had been steadily 
worsening, is considered to be recovering in terms of its stability.

In this essay, I intend to explore the trends of changes in the South-North 
economic relationship, centered on statistics, and by doing so, analyze the main 
characteristics of the inter-Korean economic relationship.

2. Three Components for South-North Korean Economic Relations

In analyzing the trends of changes in the economic relationship between the 
South-North Koreas, three statistical indexes are useful: the material index, 
institutional index, and human index. 

The material index shows the ex-post and quantitative performances in the wake 
of a change in South and North Korea's economic relationship. In order to do so, I 
first looked into the quantitative or voluminous element of the material exchanges 
between South Korea and North Korea, and then turned my attention to the qualitative 
component via the performances, which drove the main economic collaboration 
businesses between the Koreas. The performances of material exchanges are based 
on records reported to the Korea Customs Office and the main economic 
collaboration businesses are large-scale businesses or government-led SOC projects, 
to name a few.

The institutional index is an index that illustrates the conditions and environment, 
on which the South-North Korean economic relations are formed, showing how 
well an institutional device necessary for stable inter-Korean economic relationship 
development has been arranged and to what degree the South and North Korean 
authorities have endeavored to do so it. The institutional index, which could reflect 
the will for improving the economic relationship between South and North Korean 
authorities, was able to be explored in the agreements successfully reached by the 
two Koreas via collaborative processes in a range of dimensions in the past.

Lastly, the human index shows the present and the future of inter-Korean 
relations together. The human index could be examined via the size of the 
capabilities of those participating or wishing to participate in the development of 
North and South Korean economic relations. However, because of the difficulty of 
acquiring those statistics, I analyzed this through the number of the people who 
have visited each other, and the purpose of the visits, if they were intended to 
seek exchanges and collaboration projects in an economic sector.
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3. Trends of Changes in Economic Relations by Main Sectors and Key Characteristics

A. Material Dimension

1) Trade performance between South and North Korea

The actual economic index, which would best show how the economic situation 
between South and North Korea is changing, would be a trade index. The 
performance of South and North Korean trade largely reveals three characteristics. 
First, it shows a steady increase after going through an adjustment period halfway. 
Secondly, starting in 1988, trade directions were reversed, with exports from South 
Korea to North Korea becoming larger than South Korea's imports, and these 
trends continued until 2007. Thirdly, starting with 2005, the trade volume between 
South Korea and North Korea has increased by a large margin. 

<Figure 1> Trends of trade performances between South and North Korea
                                                                   (Unit: $1,000) 

Source: Ministry of Unification, á•Monthly Movements of Trade and Collaboration Between North 
and South Koreaáž, Sept. Issue, 2009

The major background for a steady increase in the performances of trade between 
South and North Korea is the lasting growth of the export of South Korean goods 
to North Korea. In the course of such a lasting increase, the reasons why the 
period that appears to be a kind of adjustment period has appeared would generally 
number two. One is that the steady increase is a new experience for both South 
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 1995 1996 1997 1998 1999 2000 2001 2002

Government-level 232.0 3.0 26.7 11.0 28.3 81.4 75.2 89.1

Private-level 0.3 1.6 20.5 20.9 18.6 32.4 60.2 45.8

Total 232.3 4.6 47.2 31.9 46.9 113.8 135.4 134.9

 2003 2004 2005 2006 2007 2008 2009.9  

Government-level 93.8 115.4 135.9 227.4 208.9 40.0 4.5  

Private-level 63.9 132.5 76.7 70.9 95.7 64.6 22.3  

Total 157.6 247.9 212.6 298.3 304.6 104.6 26.8  

and North Korea, which requires the two Koreas' respective inner adjustments and 
adaptation. The other is a coincidence that the adjustment period happened across 
the launching of the new South Korean government, which requires a kind of a 
politically worth-proving period or an adaptation period between the authorities. 
Some explain that it might be North Korea's taming of South Korea's new 
government.

The phenomenon whereby the import of North Korean goods mainstreamed at an 
early stage of the trade between the Koreas was reversed to a massive export 
starting in 1998 occurred because the domestic economy in South Korea contracted 
enormously due to the financial crisis. As a result, the demand for North Korea- 
grown agricultural and marine products fell. At the same time, because of the 
inter-Korean collaboration projects, like the Mt. Guemgan Tourism Business, the 
export of goods, KEDO's heavy oil support following the construction of the 
light-water reactor, and humanitarian aid volumes all increased. The excess of 
imports to North Korea against the exports from North Korea in 2008 was because 
humanitarian aid fell heavily, due to an infarction in inter-Korean relations.

<Table 1> Size of Free Aid to North Korea 
(Unit: $ Million)

Source: Ministry of Unification, á•Monthly Movements of Trade and Collaboration Between North 
and South Koreaáž, compiled with the Sept. Issue, 2009

* Of note is that the figures in Table 1 include aid goods provided via international 

organizations or purchased and supported by the government or private organizations 

from third party nations, but do not include food assistance provided to North Korea 

in the form of loans since 2000.

Entering 2008, there was an upward tendency but the reason why inter-Korean 
trade has shown such sharp growth since 2005 was because of the Gaeseong 
Industrial Complex construction. In other words, the export of goods in order to 
construct the Gaeseong Industrial Complex increased markedly. Afterwards, 
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 2004 2005 2006 2007 2008 2009.9

Into the North 0.0 5.8 14.6 13.2 31.1 43.4

From the North 9.5 21.9 26.8 32.9 58.4 67.5

Total 6.0 16.7 22.1 24.5 44.4 53.5

enterprises, which moved into the Gaeseong Industrial Complex started production 
activities. As the number of move-in enterprises in wake of the complex 
development has continuously grown, the weight, which the Gaeseong Industrial 
Complex assumes in inter-Korean trade has been steadily on the increase. This 
means that relations between South Korea and North Korea might be greatly 
affected by the shift of a situation at the Gaeseong Industrial Complex for the time 
being. 

<Table 2> Weight that trade via the Gaeseong Industrial Complex assumes in    
           inter-Korean trade 

(Unit: %)

Source: Ministry of Unification, á•Monthly Movements of Trade and Collaboration Between North 
and South Koreaáž, re-compiled with the figures of the Sept. Issue, 2009

2) South-North Korean economic cooperation

Economic cooperation between South Korea and North Korea might be largely 
divided into private-level investment and government-level cooperation. The 
private-level economic cooperation can be classified into the Gaeseong Industrial 
Complex, Mt. Geumgang Tourism, and other businesses in terms of size. Since the 
start of the sale in lots of the model complex in 2004, the number of move-in 
enterprises into the Gaeseong Industrial Complex noticeably increased quickly. In 
the meantime, businesses other than at Gaeseong Industrial Complex showed a 
meager one-digit figure in the enterprise growth rate, which applied for inter- 
Korean cooperative business, despite a general improvement in South-North Korean 
economic relations. This suggests that the investment environment in regions other 
than the Gaeseong Industrial Complex had not hugely improved.

<Table 3> Approvals for inter-Korean cooperative businesses in years 
(Unit: Case) 
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        17 26 15 163 53 5 279

Source: Ministry of Unification, á•Monthly Movements of Trade and Collaboration Between North 
and South Koreaáž, Sept. Issue, 2009
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Division 2005 2006 2007 2008 2009.8

Number of running 
companies 11 30 65 93 112

Output 1,491 7,373 18,478 25,142 15,264

(Exports) (87) (1,983) (3,967) (3,584) (1,676)

Total number of workers 8,111 11,951 23,588 39,986 40,891

North Korean workers 7,621 11,189 22,804 38,931 39,933

South Korean workers 490 791 784 1,055 958

Since the start of working in the model complex in 2004, production activities 
have continued to grow along with an increase of move-in companies into the 
Gaeseong Industrial Complex. At the Gaeseong Industrial Complex, 112 companies 
were running operations as of August 2009 and hired 39,933 North Korean 
workers. Since the first production in December, 2004, the Gaeseong Industrial 
Complex had realized a total of $677.5 mil. in production and $129.7 mil. in 
exports by August 2009. The reason why 2009 showed relatively low performance 
levels was because the management activities of the move-in companies were 
retarded owing to North Korea's restriction on accessibility to, and control of, the 
Gaeseong Industrial Complex from December 2008. Although North Korea 
announced a statement of intention to lift such a restriction in August this year and 
tried to normalize activities in the Gaeseong Industrial Complex, a feeling of 
instability has yet to be completely cleared, due to underlying problems of land 
rents and wage hikes.

<Table 4> Major statistics concerning the Gaeseong Industrial Complex 
(Unit: piece, $10,000 persons) 

Source: Ministry of Unification, á•Monthly Movements of Trade and Collaboration Between North 
and South Koreaáž, December. Issue, 2007; Major statistics concerning the Gaeseong Industrial 
Complex
http://www.unikorea.go.kr/kr/CMSF/CMSFBsub.jsp?topmenu=6&menu=0&sub=4&act=&main_uid=&
subtab=

The Mt. Geumgang Tourism Business, which attracted as much interest as a 
significant economic collaboration project as the Gaeseong Industrial Complex, 
has not been resumed since a suspension caused by a shooting incident of a 
female South Korean tourist in July 2008. The Mt. Geumgang Tourism Business 
had been progressing in the midst of the people's interest in its early stages, but 
afterwards, owing to the temporary stoppage resulting from the detention of 
tourists (Jun. 1999), battles in the West Sea (Jun. 1999 and Jun. 2002), and 
SARS, it has faced difficulties in operation. Afterwards, as accessibility to Mt. 
Geumgang has improved along with the commencement of overland tourism in 
2003, it has continued to grow.  
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Year 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008

Sea  
route 10,554 148,074 213,009 57,879 84,727 39,902 449 - - -  

Land 
route - - - - - 34,432 267,971 298,247 234,446 345,006 199,966

Total 10,554 148,074 213,009 57,879 84,727 74,334 268,420 298,247 234,446 345,006 199,966

Division 2003 2004 2005 2006 2007 2008 2009.1-9 Total

Vehicle
(Frequency)

Gyongeui 
Line 2,497 30,442 77,395 94,506 143,450 184,072 104,801 637,163

Donghae 
Line 6,286 31,072 39,565 29,406 40,053 25,077 1,634 173,093

Total 8,783 61,514 116,960 123,912 183,503 209,149 106,435 810,256

Vehicle
(Traffic)

Gyongeui 
Line   563,321 570,044 769,249 382,848 154,705

2,440,16

7
Donghae 
Line   95,675 41,975 134,296 58,751 5,931 336,628

Total   658,996 612,019 903,545 441,599 160,636 2,776,795

<Table 5> Tourists to Mt. Geumgang in years 
(Unit: Person) 

Source: Ministry of Unification,á•Monthly Movements of Trade and Collaboration Between North 
and South Koreaáž�G

In the major government-led economic collaboration activities, examples include 
the road reconnection of Gyeongeui (Seoul-Shineuiju) Line and Donghae(East 
Sea) Line, development and collaboration of light industry and natural resource. 
The South-North railroad & road reconnection business drove the establishment 
of the overland transportation system between South and North Koreas and 
began based on an agreement by South-North authorities. Starting with the 
Gyeongeui Line road (Oct. 2003) and Donghae Line road (Oct. 2004), the basic 
work of the railroad was completed by December, 2005. As a result, in the case 
of roads, the portions of Tongildaegyo(Unification Grand Bridge)-Gaeseong 
(Gyeongeui Line road, 12.1km) and Songhyunri-Bukgoseong(North Goseong) 
(Donghae Line road, 24.2km) were connected. For railroads, the portions of 
Munsan-Imjin River-Dorasan-Panmun-Sonha-Gaeseong (Gyeongeui Line road, 
27.3km) and Jejin-Gamho-Samilpo-Geumgangsan (Donghae Line, 25.5km) were 
connected. The railroads and roads connected between South Korea and North 
Korea are being briskly used to the Gaeseong Industrial Complex and Mt. 
Geumgang Tourism businesses. 

<Table 6> Vehicular traffic between South and North Korea 
(Based on one-way measurement, Unit: frequency, ton) 

Source: Ministry of Unification, á•Monthly Movements of Trade and Collaboration Between North 
and South Koreaáž, Sept. Issue, 2009
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B. Institutional dimension

The work of arranging an institutional device that systematically disciplines and 
lawfully supports economic relations between South and North would be significant 
in creating an environment for the stable development of inter-Korean economic 
relations. 

The work of arranging an institutional device between South and North Korean 
authorities to expand inter-Koran collaborations has been in progress, starting with 
the South-North Korean summit meeting in 2000. In reality, however, it was 
carried out on the foundation of South Korea's cumulated preparations and efforts 
for a long time. The official economic relationship between South Korea and North 
Korea was started by the South Korean government's official permission for 
inter-Korean trade according to the South-North Economic Openness Step in the 
wake of the 7/7 Declaration announced by the Noh Tae-woo government in 1988. 
Subsequently, in 1990, South Korea enacted the á›Act on Exchanges and Collaboration 
Between South and North Koreaáœ�Gand secured its inner legal foundations. Based 
on the á›Act on Exchanges and Collaboration Between South and North Koreaáœ, 
North and South Korean authorities adopted a á›South-North Korean Basic 
Agreementáœ�Gin December, 1991 which built the foundations for the development 
of relations between South Korea and North Korea. 

The Kim Young-sam government announced Simplification of the Documents for 
Approving Imports & Exports (Jul. 1993), á›Steps for Invigorating South-North 
Korean Economic Collaborationsáœ�G(Oct. 1994), Simplification of Procedures for 
Clearing the South-North Korean Trade Goods (Apr. 1995), and Simplification of 
Procedures for Approving the Traffic of Transportation Equipment Between South 
and North Korea (Jul. 1997), backing up the enlargement of inter-Korean economic 
relations. 

The Kim Dae-jung government successfully realized the massive North-South 
Korean collaboration projects, such as an agreement with Mt. Geumgangsan 
Tourism in Oct. 1998 and the Gaeseong Industrial Complex Construction, while 
Hyundai was aggressively conducting economic collaboration activities with North 
Korea and led the rapid development of inter-Korean economic relations. At the 
South-North summit meeting, the leaders of South and North Korea agreed in the 
6.15 Joint Declaration that South Korea and North Korea would develop an ethnic 
economy equally via economic collaboration, which paved the way for an institutional 
device for the development of economic relations between South and North Korea. 
Hence, the South and North Korean authorities set out for negotiations in earnest 
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to secure an institutional device for economic collaboration. In Dec. 2000, they 
signed the Four Economic Collaboration Agreements necessary for expanding inter- 
Korean economic cooperation, such as the éÒ�GAgreement for Investment Guarantees 
Between South and North Korea, the éÓ�GAgreement for Dual Taxation Avoidance 
for Incomes Between North and South Korea, éÔ�Gthe Agreement for Procedures for 
Resolving Commercial Disputes Between South and North Korea, and éÕ�Gthe 
Agreement for Liquidation and Settlement Between South and North Korea.  

Those Four Economic Collaboration Agreements came into effect in August of 
2003. Afterwards, South and North Korea tried to arrange a specific implementation 
plan for such agreements, but could not do so because of several realistic 
limitations. Above all, South and North Korean authorities adopted (Oct., 2003) an 
á›Agreement for Organization and Operation of a Commercial Arbitration Committee 
Between South and North Koreaáœin order to deliver the á›Agreement for 
Procedures for Resolving Commercial Disputes Between North and South Koreaáœ
Subsequently, South Korea and North Korea exchanged a list of inter-Korean 
arbitrators with each other (Jul. 2006), and designated the Korean Commercial 
Arbitration Board as the South Korean organization for handling arbitrary affairs 
(Apr., 2007). Afterwards, however, things hit a snag, and no further progress was 
made. In order to implement theá›Agreement for Liquidation and Settlement 
Between South and North Koreaáœ, South and North Korea selected liquidation 
(settlement) payment banks (South Korea: The Korean Export and Import Bank; 
North Korea: Chosun Trade Bank) in Jul., 2003 and held the firstá›Working-level 
Negotiations for Liquidation and Settlement Between South and North Koreaáœin 
Dec., 2003, agreeing to the period and ceiling for liquidation payments in 2004.1) 
At their 3rd working-level meeting, South and North Korea signed a 2004 
Agreement for Liquidation and Settlement Transactions in April of that year, but 
are not currently developing further negotiations owing to differences over target 
products. 

Coupled with this, as the agreements by South Korea and North Korea carry no 
legal binding force, the problem is that there is no method for an injured party to 
claim a breach of contract. In the event that a political relationship between South 
and North Korea is aggravated, the possibility is high that the agreements may be 
discarded. As recent examples, North Korea's announcement (Dec. 1, 2008) for a 
Step for Limiting Overland Passage Through the Military Demarcation Line, which 
strengthens the control over accessibility to the Gaeseong Industrial Complex and a 
statement annulling Gaeseong Industrial Complex-related laws and regulations and 
contracts (May, 2009), which shows the propensity of North Korean repeated 

1) ë� Transaction period: Starting with Q 2 in 2004; from the enforcement date until Dec. 31, ë� Settlement 
ceiling: $10. mil. - 30 mil. ë� Communication means: Financial communication network between world 
banks. 
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<Laws and regulations enacted and implemented by North Korea>
North Korea is enacting and implementing theá›Gaeseong Industry District 
Lawáœand its 16 sub-regulations, which are only applied to the Gaeseong 
Industrial Complex. In the 16 sub-regulations, there are the Gaeseong 
Industrial District Development Regulation, Corporate Creation/Operation 
Regulation, Tax Regulation, Labor Regulation, Regulation for Establishment 
and Operation the Administrative Organization, Entry & Exit/Stay/Residence 
Regulation, Customs Clearance Regulation, Foreign Exchange Control 
Regulation, Advertising Regulation, Real Estate Regulation, Insurance 
Regulation, Accounting Regulation, Corporate Financial Regulation, Accounting 
Verification Regulation, Vehicle Management Regulation, and Environment 
Protection Regulation. 
 
< Laws and regulations enacted and implemented by South Korea>
South Korea enacted theá›Gaeseong Industrial District Support Actáœ(May 
2007.5) and is also implementing the Enforcement Decree to the Act (Sept. 
2007). The Administrative Committee is enacting and implementing 43 
working rules, such as Working Rules for Corporate Creation and Operation, 
Working Rules for Real Estate, Working Rules for Gas Safety and 
Management, Working Rules for Labor, Working Rules for Buildings, 
Working Rules for Fire Services, Working Rules for Air Environment Control, 
Working Rules for Foreign Exchange Control, Working Rules for Vehicle 
Registration, Working Rules for Petroleum Sales Business, Working Rules for 
Corporate Accounting, Working Rules for Accounting Verification, and 
Working Rules for Pass Issuance.

provocation to break agreements. 

<Table 7> South and North Korea's individual laws and regulations in respect of  
          the Gaeseong Industrial Complex 

  Major Agreements between South and North Korea

<Basic Agreement> 

 74 South North Joint Statement (Jul. 4, 1972) 
 Agreement on Reconciliation, Non-Aggression, and Exchanges/Collaboration 

Between South and North Korea (Dec. 13, 1991) 
 Joint Announcement on Non-Proliferation on the Korean Peninsula (Jan. 20, 

1992) 
 Addendum Agreement to Chapter 3: Delivery and Compliance of South and 

North Korean Exchange and Collaboration of the Agreement on Reconciliation, 
Non-Aggression, and Exchanges/Collaboration Between South and North 
Korea (Sept. 17, 1992) 

 615 South and North Korean Joint Announcement (Jun. 15, 2000) 
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 104 South and North Korean Joint Announcement (Statement for the Development 
and Peace/Prosperity of North and South Korean Relations) (Oct. 14, 2007) 

<4 Agreements for Economic Collaboration> 

 Agreement for Liquidation and Settlement Between South and North Korea 
(Dec. 16, 2000) 

 Agreement for Dual Taxation Avoidance for Incomes Between South and 
North Korea (Dec. 16, 2000) 

 Agreement for Procedures for Resolving Commercial Disputes Between South 
and North Korea (Dec. 16, 2000) 

 Agreement for Investment Guarantees Between South and North Korea (Dec. 
16, 2000) 

<Major Agreements concerning the Gaeseong Industrial Complex> 

 Agreement about communications in the Gaeseong Industrial District (Dec. 8, 
2002) 

 Agreement about customs clearances in the Gaeseong Industrial District (Dec. 
8, 2002) 

 Agreement about quarantine in the Gaeseong Industrial District (Dec. 8, 2002) 
 Agreement about entry & exit and stays in the Gaeseong Industrial District 

and Mt. Geumgang Tourism District (Jan. 29, 2004) 
 Agreement for Construction/Operation of the North Korean Worker's Living 

Quarters at the Gaeseong Industrial Complex (Dec. 21, 2007) 

<Other Agreements> 

 Basic Agreement about vehicular road traffic between South and North Korea 
(Dec. 6, 2002) 

 Temporary Agreement for military guarantees for passage on the temporary 
road in the South-North Korean control area in the East and West Sea 
Districts (Jan. 27, 2003) 

 Agreement for procedures for certifying the origin of goods traded between 
South and North Korea (Jul. 31, 2003) 

 Agreement for the organization and operation of a Commercial Arbitration 
Committee between South and North Korea (Oct. 12, 2003) 

 Agreement for the construction of the Meeting Place in Mt. Geumgang (Nov. 
6, 2003) 

 Agreement concerning the prevention of flooding in Limjin River (Mar. 5, 
2004) 

 Basic Agreement for the operation of trains between South and North Korea 
(Apr. 13, 2004) 
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Description !89-!03 2004 2005 2006 2007 2008 2009.9
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Gaeseong Industry 
Complex 4,336

 

 

13,075

 

 

44,330

 

 

65,782

 

 

100,092 152,637 81,907

Trade
7,407 7,304 

2,240

Economic 
Collaboration 590

Tourism Ind. 11,768 4,471 18,933 17,714 20,312 15,737 1,130

Transport and 
Communications 2,367 704 6,419 4,349 2,195 1,292 -

Sub-Total 18,471 18,250 69,682 87,845 130,006 176,970 85,867

 Agreement for marine shipping between South and North Korea (May 28, 
2004) 

 Agreement for the development and collaboration of light industry and natural 
resources in South and North Korea (Jun. 6, 2006) 

 Temporary Agreement for military guarantees for test operations of the South 
and North Korean trains in the East and West Sea Districts (May 11, 2007) 

 Agreement concerning the test operations of trains in the South and North 
Korea railroad link section (May 13, 2007) 

 Agreement for military guarantees for passage, communication, and customs 
clearance in the South and North Korean control area in the East and West 
Sea Districts (Dec. 13, 2007) 

 Agreement for providing the materials and equipment for South and North 
Korean agricultural collaboration (Dec. 18, 2007)

C. Human dimension

It is determined as meaningful to examine the size and movement of those 
people who are conducting the economic collaboration projects in that the work of 
building up economic relations between South Korea and North Korea would 
ultimately be conducted by people. It is a pity that it is not so easy to obtain the 
appropriate statistics. Here, I attempted to catch the human flows of the economic 
relations via the figures of people who visited North Korea and South Korea in 
order to do business in an economic sector.

<Table 8> Visits to North Korea by South Korean in the economic field 
(Unit: person)

Source: Ministry of Unification, á•Monthly Movements of Trade and Collaboration Between North 
and South Koreaáž, Based on the number of cases achieved and the number of the people 
actually visiting

The number of South Korean people involved in an economic field who visited 
North Korea for business purposes sharply increased starting in 2005, possibly 
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Year !89-!04 2005 2006 2007 2008 2009.9

Case 19 3 1 30 35 51

Person 313 50 13 213 78 103

caused by an increase in the number of persons who visited the Gaeseong Industry 
Complex in the wake of the operation of the complex. Even though, the number 
includes personnel for negotiations for doing business in the South-North Economic 
Collaboration Office in the Gaeseong Industry Complex (established in Oct. 28, 
2005), however, the portion of which is relatively meager.2) It also contains the 
entry and exit of South Koreans who work in the Gaeseong Industry Complex. 
Therefore, on face value, the number could be possibly overvalued.

When one explores the situations since 2007 when it was easy to gain access to 
statistics excluding those persons who entered and exited the Gaeseong Industry 
Complex, the study reveals that the number of South Koreans who visited North 
Korea for economic collaboration is gradually on the decrease. It appears to have 
been caused by a deterioration of North and South Korean relations since the 
inauguration of the Lee Myung-bak government. Also, it means that in the private 
dimension, a will to attempt to do business with North Korea was weakened. 
Therefore, the economic relationship between North and South Korea at the private 
level is likely to be difficult to improve and develop for the time being.

<Table 9> Visits to South Korea by North Korean in the economic field 
(Unit: person)

Source: Ministry of Unification, á•Monthly Movements of Trade and Collaboration Between North 
and South Koreaáž�G

The visits to South Korea by North Korean people engaged in economic area 
were sharply reduced after its peak in 2007. Entering 2008, however, a recovery 
appeared to emerge, boding well for the South and North Korean relationship. 
However, recently, there were few North Korean people to have officially paid a 
visit to South Korea in order to discuss an economically cooperative issue. In the 
above statistics, most of the North Korean people who visited South Korea were 
just individuals who came into port in South Korea in order to transport trade 
goods. Therefore, the statistical data about North Korean visits to South Korea is 
unlikely to hold any special implications for South-North Korean economic 

Division 2005 2006 2007 2008.3 �{ �–�›� �̂“
Collaborative business 16 131 94 18 259
Consignment processing 13 222 316 37 588
General trade 9 69 64 11 153
Others 5 24 36 6 71
Total 43 446 510 72 1,071

2) Business negotiations of the South-North Korean Economic Collaboration Consultative Office (As of 
March 2008)
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relations at this moment.

4. Future outlook for South-North Korean economic relations 

The amount of trade between South and North Korea as of 2008 is $1.8 billion, 
which accounts for 0.21% of South Korea's gross trade volume, but it is estimated 
to take up 32.2% of North Korea's. This means that for North Korea, which is 
suffering from extreme economic difficulties, it would be difficult to ignore benefit 
from the economic relationship with South Korea. Of course, in the case of a 
politically tight relationship with South Korea, the economic dependency of North 
Korea on China would expand. In case of this, however, North Korea would feel 
uncomfortable about.

For North Korea, in order to achieve the it's national goal of Opening a door to 
build a strong and powerful country by 2012, a remarkable economic recovery is 
necessary. The good economic outcome is needed to establish a stable foundation 
to hand-over control of the country to Kim Jeon-eun(3rd son of Kim Jung-il). In 
this context, the recent North Korea's appeasement attitude toward South Korea 
seems to be initially an intention to formulate a surrounding environment to enter 
into a negotiation phase with the United States. Also, it is considered to be an 
attempt to recover the economic relationship with South Korea to its previous 
levels in preparation for either the failure or late advancement of negotiations with 
the US.

That said, on South Korea's part, Seoul's highest priority is abandoning the 
North's nuclear ambitions. South Korea may use its economic relationship with 
North Korea as leverage. Notwithstanding North Korea's appeasement gestures, the 
possibility for an improvement of relations between Seoul and Pyongyang appears 
slim for the time being.

Unless North Korea makes a grand decision to resolve the nuclear issue, even if 
talks between North Korea and the United States resume, regime guarantees and 
economic assistance sought by Pyongyang may not be easy to come by. Also, even 
though North Korea's appeasement gestures continue, unless there is no 
advancement of North Korea's nuclear problem, the recovery and development of 
SouthNorth Korean economic relations is difficult to foresee in the near term.

More specifically speaking, first, trade between South and North Korea is 
expected to show a recovery tendency gradually in the near future, insofar as North 
Korea's appeasement efforts are maintained. However, if the South Korean 
government does not resume massive aid to North Korea at the government level, 
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it would be difficult to expect enormous expansion. The economic collaboration 
project will be unlikely to exceed current levels unless the instability in South and 
North Korean relations is resolved. Because a strain phase of the relations between 
Seoul and Pyongyang is expected to be difficult to resolve easily, the possibility 
that a new institutional device could be created is slim. However, that said, since 
North Korea's recent unilateral declaration of an annulment of agreements with 
South Korea, it would be a stroke of good luck in the midst of misfortune that the 
work of creating such an institutional device emerges as a critical task. The more 
fundamental task is emphasized along with the attempt to arrange a more realistic 
and specific device for stability on the Korean Peninsula. 
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