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Executive Summary 

The Direction of Trade Statistics by IMF is the most representative 
statistical data for bilateral trade with North Korea. However, IMF 
statistics underestimate North Korea‟s international trade since they 
do not classify inter-Korean trade as international trade. Therefore, 
this study restructures statistics on North Korea by combining the IMF 
and inter-Korean trade data, and it analyzes the structure of North 
Korea‟s international trade. In addition, it conducts a unique analysis 
of trade structures, since other studies have not analyzed production 
processes in North Korean trade. 

The following are the main characteristics of North Korea‟s 
trade as identified in this analysis: 

First, import volume is much greater than export volume 
during the period between 1989 and 2008. North Korea has suffered 
from chronic trade deficits that worsened in the 2000s. The amount of 
trade deficit is almost equal to the amount of exports. Thus, the study 
of North Korean efforts to overcome its trade deficit is important for 
understanding the economic structure of North Korea. Unfortunately, 
it is hard to understand North Korean methods for overcoming the 
deficit due to lack of available statistics. Thus, based on our data, we 
can infer that North Korea resorts to unconventional methods to 
overcome the trade deficit, such as illegal missile trade. 

Second, North Korean international trade is highly dependent 
on South Korea and China. Beyond these two nations, North Korea 
traded with various small and medium-size nations in North Africa 
and Central and South America. 

Third, the structure of North Korean exports has gone through 
dramatic change, as the proportion of manufactured electronic 
components, radio, TV, and communications equipment in North 
Korea‟s total exports has increased. This change is due to support 
measures from the North Korean government, such as the establish-
ment of the Ministry of Electronics Industry, to nurture its leading 
export industry. 

Fourth, imports of machinery, electronic components, and 
communications equipment have increased rapidly as the North 
Korean export structure has changed. The import of products such as 
machinery and equipment indicates that North Korea has been 
improving and modernizing its aging industrial infrastructure. Howe-
ver, considering that the proportions of energy, food, and beverage 
still remain high in total imports, this study implies that North Korea is 
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focusing on the import of products that are necessary in the near 
future rather than emphasizing enhancement of its export compe-
titiveness. 

Fifth, the production process analysis points out that the 
export of IT-related products has increased recently as a proportion of 
total exports. However, these products are found to be relatively low-
level consumption goods, so the proportion of components is still low. 
During the period chosen for our analysis (1992-2006), the import of 
capital goods decreased, but the import of consumption goods 
increased. In other words, the trend shows that North Korean imports 
are merely being conducted to deal with short-term scarcity rather 
than to nurture industrial infrastructure. Unless North Korea norma-
lizes the economy and enhances export competitiveness by importing 
capital goods, North Korea‟s international export will soon encounter 
limits. It is more likely that trade deficits will continue to worsen. 

Sixth, the economic cooperation between North Korea and 
China is expected to strengthen and this increase in cooperation will 
affect the bilateral trade between them. In the past, their bilateral 
trade mainly consisted of raw materials and food, but the recent ten-
dency has been to trade a diversity of goods, such as machinery, 
transformers, and IT-related products. The diversification of the 
products being traded signifies that China is the main supplier of 
North Korea‟s raw materials and products. Also, North Korea will 
depend on China as a consumption market for North Korean 
products. 
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Introduction 

International trade has a ripple effect on national economies as it 
accounts for a significant proportion of economic activity. Small, open 
economies such as South Korea are influenced more by this ripple 
effect. Exporting has the effect of increasing employment and income, 
earning foreign exchange for the country, improving industry struc-
ture, and promoting production and imports. Importing enables a 
country to procure raw materials, improve the competitiveness of its 
domestic industries, and advance the living standard of its citizens. 
South Korea is one of a handful of nations that succeeded in Indus-
trialization through openness and export. In contrast, it is difficult for 
closed economies such as North Korea to maximize the effects of 
trade. Since its foundation as a socialist state in 1945, North Korea 
has maintained a closed economic structure through an economic 
system based on national self-sufficiency. Since the collapse of the 
socialist bloc in the 1990s, the economies of most formerly socialist 
nations have been transformed into market economies, all promoting 
economic development through trade. However, unlike most socialist 
nations, North Korea has maintained not only a socialist but also a 
closed economy. 

In the last twenty years, North Korea experienced dramatic 
changes due to the collapse of world socialism in the early 1990s. 
Before the disintegration of the socialist bloc, North Korea followed 
the export and import plans of its State Planning Committee. By the 
principle of so-called „mutual exchange of needed products‟, North 
Korea attempted to achieve a self-supporting system. In other words, 
North Korea imported necessary goods that could not be produced 
domestically through almost exclusive trade with other socialist 
nations. Political and diplomatic considerations were given greater 
weight in North Korea‟s trade than competitive advantage. 

                                                

Dr. Hyung-Gon Jeong is a Senior Research Fellow at the Korea Institute for 
International Economic Policy (KIEP) in Seoul, South Korea and an advisor to the 
Korean Ministry of Unification. He was previously Director-General of the Office of 
Strategy Planning of the National Security Council in the Office of the President 
(South Korea), from June 2003 to December 2005 and has served as an adjunct 
professor of economics at Yonsei University. 
Mr. Hokyung Bang is a Senior Researcher at KIEP and author of “Analysis on the 
Effects of UN Economic Sanctions on North Korea”, KIEP, 2009 (in Korean), and “An 
Analysis on the Effects of Logistics Efficiency on Trade Flows in East Asian 
Countries”, KIEP, 2009 (in Korean). 
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Consequently, according to trade plans by the State Planning 
Committee, the type and volume of goods for international trade are 
determined through negotiations with trade counterparts. This kind of 
prearranged international trade can be seen as a mutual exchange 
between socialist nations, taking the form of a barter system through 
government collaboration. The prices, goods, and volume of imports 
and exports were determined by the principle of „mutual benefit‟ for 
the two nations involved, and many of the agreed-upon prices were 
less than half of international prices. Thus, it was difficult for North 
Korea to form an export market and to diversify its goods. 

North Korea‟s international trade went through significant 
change as states in the socialist camp, such as the Soviet Union, 
began to transform into market economies. An agreement for chan-
ging the system of trade transaction between North Korea and the 
Soviet Union, and a trade agreement between North Korea and China 
were signed in 1990 and 1992 respectively. As a result, the transact-
tion method for trade with these nations had to be changed from 
futures transaction to currency transaction, which reflects the interna-
tional market price. Since this change in transaction method, North 
Korea has encountered difficulties in importing various goods, such 
as raw materials, from Russia and China, which previously accounted 
for the largest proportions of North Korea‟s total international trade. In 
addition, North Korea‟s international trade began to collapse as the 
export of North Korean products to those nations became more 
difficult. 

Since 1990, North Korea has promoted partial openness so 
that it could adjust to the change in the international situation. The 
policies, designed in part to earn foreign currency, included such 
measures as diversification of trade, intermediary trade, encourage-
ment of joint ventures, and establishment of a special economic zone. 
In December 1991, North Korea designated Rajin-Seonbong as a 
special economic zone and promoted policies to induce foreign 
investment, such as tax incentives. However, despite these efforts, 
North Korea did not succeed in attracting the amount expected of 
foreign investment due to its rigid economic system, a lack of 
infrastructure, and the unrealistic nature of its inducement plan. 
Consequently, North Korea‟s attempts to change its trade policies in 
the 1990s failed. 

In the 2000s, North Korea revitalized economic cooperation 
with South Korea following the first inter-Korean summit. North Korea 
increased its foreign currency revenues through tourism programs to 
Mt. Geumgangsan and the construction of the Gaesong Industrial 
Complex. Renewed collaboration with China provides North Korea 
with significant official and unofficial economic support. However, the 
U.N. Security Council has been enforcing sanctions1 on North Korea 

                                                
1 There have been four U.N. Security Council sanctions on North Korea. The first was 

the U.N. Security Council Resolution (UNSCR) 825 in 1993 after North Korean 
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after the missile launch and nuclear testing in 2006.2 As a result, 

external circumstances of North Korean international trade have dete-
riorated. As mentioned previously, this study seeks to understand the 
major characteristics of North Korea‟s international trade in an envi-
ronment that has been radically altered by events such as the 
collapse of the socialist camp and levying of economic sanctions on 
North Korea. In addition, this study analyzes North Korea‟s trade with 
China, its main trading partner, in detail. 

Generally, previous studies use IMF international trade statis-
tics in order to analyze the characteristics and current status of North 
Korea‟s international trade.3 Although inter-Korean trade takes up a 

high proportion of North Korea‟s international trade, this trade is not 
included in the IMF statistics because it has been considered as an 
inner-nation as opposed to international trade. Consequently, the IMF 
statistics underestimate North Korea‟s international trade. Thus, this 
study re-creates the statistics regarding North Korea‟s international 
trade by factoring in statistics from inter-Korean trade, released by the 
Korean ministry of unification, into the IMF statistics. 

The previous studies on the structure of North Korean trade 
include Im Kang-taek (1998), Cho Myung-chul (2001), Lee Yung-
Hoon (2004, 2006), Kim Seok-Jin (2007), and Ko Il-Dong (2008). 
However, there are no studies with analysis of the North Korean trade 
structure after dividing goods by production process. Therefore, this 
study analyzes the trade structure in each production process in order 
to understand the characteristics of North Korean trade. This study 
uses UNCTAD trade statistics to transform the HS six digit code of 
trade goods (the Harmonized Commodity Description and Coding 
System, used by the World Customs Organization to classify traded 
products) into the BEC (broad economic categories) code, released 
by the United Nations. 

In order to understand the structure of North Korea‟s interna-
tional trade, we need to employ not only the IMF statistics, which 
release only amounts of import and export, but also the UNCTAD 
statistics, which releases trade statistics according to HS codes. 
However, the UNCTAD statistics do not have data on trade from 

                                                                                                              
withdrawal from the Nuclear Non-Proliferation Treaty (NPT) and the report of the 
Director-General of the International Atomic Energy Agency. This resolution calls 
upon North Korea to reaffirm its commitment to the NPT. The second was UNSCR 
1695 in July 2006, following a North Korean missile launch and breach of its 
commitment to the United Nations. The third was UNSCR 1718, which was adopted 
in October 2006 after North Korea‟s first nuclear test. The latest was UNSCR 1874 in 
June 2009 after North Korea‟s second nuclear test. 
2 Jeong (2009) uses the „Difference in Difference‟ method to study the effects of U.N. 
sanctions in 2006 on North Korean international trade. He claims that these 
sanctions had no significant effect on North Korean exports and imports. Refer to 
Hyung-Gon Jeong and Hokyung Bang (2009), “Analysis on the Effects of UN 
Economic Sanctions against North Korea”, (in Korean) Korea Institute for 
International Economic Policy. 
3 The IMF Direction of Trade Statistics is the most representative of the bilateral trade 

with North Korea. 
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North Korea to the rest of the world. Here, we can use the statistics of 
North Korea‟s trading partners, analyzing the trade structure of North 
Korea through „mirror statistics‟. In order to analyze the trade struc-
ture, we need to differentiate international trade by industry, so we 
transform the HS six digit coding data into ISIC (International Stan-
dard Industrial Classification) codes.4 KOTRA (the Korea Trade-In-

vestment Promotion Agency) releases information on the industrial 
structure of North Korean trade, but this is based on the two digits HS 
code.5 Thus, there should be limits on the industrial classification by 

the KOTRA codes. Previous studies set their own standards in the 
process of collecting North Korean trade statistics. However, our 
study exerts effort into detailed industrial analysis of trade statistics 
based on the ISIC code. 

The structure and scope of this study are as follows. The first 
section shows the trends and the current status of North Korea‟s 
international trade. The second section analyzes North Korea‟s trade 
goods by industry and production process. In this section, based on 
the analysis of the trade by industry and production process, we also 
analyze the bilateral trade between North Korea and China in detail. 
The conclusion summarizes the main points of North Korea‟s interna-
tional trade and derives political implications. 

  

                                                

4 Unlike the second chapter, the latest year of the UNCTAD databases is 2007, but 
the HS code statistics of inter-Korean trade is only available up to 2006. 
5 The internationally accepted HS code can be classified as two digits, four digits, and 

six digits codes and the six digits are the lowest level. The two digits HS code divides 
goods into 97 ones, and the six digits HS code divides goods into 5,224 codes. Thus, 
overlapping problems may arise if industries are divided by the two digits HS code. 
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Current Status and Trend 
of North Korea’s International Trade 

International Trade 

As Figure 1 demonstrates, marked decreases in North Korea‟s 
international trade occurred in two periods between 1997-1999 and 
2002-2003. The period between 1997 and 1999 can be characterized 
as the collapse of North Korea‟s industrial structure and the financial 
crisis of East Asia. The period between 2001 and 2003 is congruent 
with a world economic recession caused by the collapse of the IT 
bubble.6 Although the North Korean economy is isolated from the 

world, it was found that prevailing circumstances of the world econo-
my have an influence on the North Korean economy. 

The amount of North Korea‟s international trade in 2002 
shrank by a sizable margin from the previous year but has increased 
rapidly since 2003 due to the combined effects of internal and 
external economic circumstances – for example, the „July First Eco-
nomic Measurement‟ carried out by North Korea. Trade between 
North and South Korea also increased after the inter-Korean summit 
in 2000 and North Korea simultaneously increased its reliance on 
exports to China. Consequently, North Korea‟s international trade 
grew from $3,878.3 million US in 2003 up to $8,017.7 million in 2008, 
increasing at a 15.6% annual growth rate between 2003 and 2008. 

  

                                                
6 Due to collapse of the IT bubble, most nations suffer from decrease of international 

trade in 2001, but their economies began to recover in 2002. However, North Korea 
records significant decrease of international trade in 2002. 
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Figu e 1: Total Trade Volume and Growth Rate Trends  
of North Korean International Trade 

 

Sources: IMF. 2009. Direction of Trade Statistics and the Ministry of Unification 
http://www.unikorea.go.kr/kr/CMSF/CMSFBsub.jsp?topmenu=2&menu=3&sub=0  
Note: The author estimated the statistics using the given sources. 

Both exports and imports have recently contributed to the 
rapid growth of North Korea‟s international trade, but considering the 
annual growth rates between 2003 and 2008, the contribution of 
exports seems to have been larger. Figure 2 points out that the 
amount of imports is larger than the amount of exports, but the annual 
growth rate of imports is 13.4% while that of exports is 20.1%. These 
rates show that North Korean exports have increased at a more rapid 
pace. 

Yet North Korea suffers from chronic trade deficits, and the 
deficit amount has increased at a rapid rate since 20007. In 1990, the 

recorded trade deficit was $391.1 million and by 2006 had grown to 
$2,108 million. Recently, as exports increased more rapidly than 
imports, the trade deficit decreased8. However, North Korea is still far 
from resolving chronic trade deficits. 

The structure of North Korea‟s chronic deficit is related to its 
pursuit of a policy of self-reliance or self-development of its socialist 
economy. The purpose of North Korean trade is to import raw 

                                                
7 North Korea has incurred a chronic trade deficit as a result of its international trade, 

so North Korean efforts to decrease its deficits are an important part of studies on the 
North Korean economy. However, due to lack of available statistics from North 
Korea, there has been no study on this matter. 
8 The deficit in 2008 was $2.026 billion, which is little less than the 2006 deficit. 
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materials necessary for industrial development.9 North Korea priori-

tizes imports, and the economic structure utilizes exports as means to 
earn foreign currency for imports. 

If we combine Figure 2 with Figure 1, we observe that trade 
increased rapidly in 2000 and 2001 due to increases in North Korean 
imports. The next section analyzes North Korea‟s major trading 
partners to explain which countries increased trade with North Korea. 

Figure 2: Export, Import, and Trade Balance Trends  
of North Korean International Trade 

 

Sources: IMF. 2009. Direction of Trade Statistics and the Ministry of Unification 

http://www.unikorea.go.kr/kr/CMSF/CMSFBsub.jsp?topmenu=2&menu=3&sub=0 
Note: The author estimated the statistics using the given sources. 

North Korea’s Main Trade Partners 

Data in Table 1 shows the top 10 major trade partners involved in 
international trade with North Korea. It points out that North Korean 
international trade is highly dependent on trade with China and South 
Korea, and the rate of dependency on trade with Japan was still great as 
of the early 1990s. The proportion of trade with China and Japan was 
43.5%, with China and Japan accounting for 22.8% and 20.5% 
respectively.10 In the 2000s, the proportion of trade with China and 

Japan was reduced due to rapid increase of trade with South Korea. 
Although North Korean trade with China and Japan increased in 

                                                
9 North Korea explicitly states that international trade should be made to serve the 

development of self-reliant economy. For more information, refer to Lee Duck-Moo 
(2004) 
10 Before the collapse of European Socialist nations in 1990, main partners for North 
Korea‟s international trade were European nations. Since 1991, Adjacent Asian 
nations have become North Korea‟s major trading partners. (Ko Il-Dong, 2008) 

Unit: million US dollars 

http://www.unikorea.go.kr/kr/CMSF/CMSFBsub.jsp?topmenu=2&menu=3&sub=0
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absolute amounts, the leap in trade with South Korea caused the 
proportion of trade with China and Japan to decrease. In 2008, the rate 
of dependency on trade with China and South Korea was 55.2%, or 
more than half of all trade conducted by North Korea. Of this, trade with 
China was 32.5%, and trade with South Korea was 22.7%. Due to the 
nuclear issue, the level of trade between North Korea and Japan has 
dropped precipitously as Japan has ceased trading with North Korea. 
Recent trade by North Korea has been characterized as greatly 
dependent on China and South Korea. Aside from these two countries, 
North Korea has carried out bilateral trade with various nations in North 
Africa and Central and South America, albeit on a small scale. 

Table 1: North Korea’s Main Trade Partners (by percent) 

Rank Country 1990 Country 2000 Country 2008 

1 China 22.8 China 15.2 China 32.5 

2 Japan 20.5 Japan 13.0 South Korea 22.7 

3 Hong Kong 6.4 South Korea 12.2 Algeria 7.3 

4 Iran 6.2 Brazil 7.2 Venezuela 4.1 

5 Germany 5.3 Thailand 6.3 Brazil 3.5 

6 Tunisia 4.4 India 5.0 India 2.6 

7 Australia 4.3 Congo 4.9 Russia 2.1 

8 Indonesia 3.7 Hong Kong 3.2 Saudi Arabia 1.9 

9 Turkey 2.5 Costa Rica 3.0 Congo 1.9 

10 Singapore 2.0 Algeria 2.7 South Africa 1.9 

 
Sources: IMF. 2009. Direction of Trade Statistics and the Ministry of Unification 
http://www.unikorea.go.kr/kr/CMSF/CMSFBsub.jsp?topmenu=2&menu=3&sub=0 
Note: The author estimated the statistics using the given sources. 

There are clear differences between main trading partners in 
Table 1, showing overall trade, and the main partners for exports in 
Table 2. The Japanese proportion of North Korea‟s total exports in 
1990 and 2000 are 29.0% and 20.5% respectively. China represented 
12.6% of North Korea‟s total exports in 1990 and shrank to 3.0% in 
2000 only to increase again to 23.1% in 2008.11 After the inter-Korean 

summit in 2000, North Korea‟s exports to South Korea increased 
significantly. In 2008, South Korea took 31.1% of North Korea‟s total 
exports and became, its largest export partner. The proportion of 
South Korea and China in North Korea‟s total exports was 54.2%, or 
more than half of its total exports in 2008. Recently, exports to 
Venezuela and Brazil have increased in proportion, and Myanmar 
became one of top 10 partners in exports. 

                                                
11 

There was almost no intra-Korean trade by the late 1990s. But after the first inter-
Korean summit meeting in 2000, inter-Korean trade increased dramatically, while the 
Chinese and Japanese shares in North Korean trade decreased relatively. 

http://www.unikorea.go.kr/kr/CMSF/CMSFBsub.jsp?topmenu=2&menu=3&sub=0
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Table 2: North Korea’s Main Bilateral Partners for Exports (by percent) 

Rank Country 1990 Country 2000 Country 2008 

1 Japan 29.0 Japan 20.5 South Korea 31.1 

2 China 12.6 South Korea 13.7 China 23.1 

3 Tunisia 9.6 Brazil 11.9 Venezuela 10.5 

4 Turkey 6.0 Costa Rica 9.0 Brazil 4.2 

5 Germany 5.4 Bangladesh 5.3 Lebanon 3.1 

6 Indonesia 5.1 Spain 4.8 Greece 2.6 

7 Mexico 2.8 Saudi Arabia 4.6 India 2.4 

8 Hong Kong 2.8 Hong Kong 3.5 Saudi Arabia 2.2 

9 Thailand 2.7 China 3.0 Myanmar 1.8 

10 Malaysia 2.0 Lebanon 2.1 Turkey 1.6 

 
Sources: IMF. 2009. Direction of Trade Statistics and the Ministry of Unification 
http://www.unikorea.go.kr/kr/CMSF/CMSFBsub.jsp?topmenu=2&menu=3&sub=0 
Note: The author estimated the statistics using the given sources. 

China was the main trading partner in imports during our data 
analysis periods (and likely remains so today). In 2000, China‟s pro-
portion in the North Korean trade decreased due to large increases in 
imports from South Korea. However, in 2008, imports from China 
accounted for 38.1% of total imports, so we can see that level of 
dependency on imports from China increased. The proportion of 
imports from South Korea increased from 11.5% in 2000 to 17.7% in 
2008. As a result, the top two trading partners, China and South 
Korea, would account for 55.8% of total imports. In 2008, the rate of 
dependency on imports from Algeria also increased sharply to 11.0%. 

Table 3: North Korea’s Main Bilateral Partners for Imports (by percent) 

Rank Country 1990 Country 2000 Country 2008 

1 China 30.0 China 20.9 China 38.1 

2 Japan 14.6 South Korea 11.5 South Korea 17.7 

3 Iran 9.6 Japan 9.5 Algeria 11.0 

4 China 8.9 Thailand 8.5 Congo 3.1 

5 Australia 7.4 Congo 7.2 Brazil 3.1 

6 Germany 5.2 India 6.7 Russia 3.1 

7 Singapore 2.9 Brazil 5.1 South Africa 3.0 

8 Indonesia 2.8 Algeria 3.8 India 2.7 

9 Czechoslovakia 1.9 Qatar 3.1 Singapore 2.6 

10 Austria 1.8 Hong Kong 3.0 Saudi Arabia 1.8 

http://www.unikorea.go.kr/kr/CMSF/CMSFBsub.jsp?topmenu=2&menu=3&sub=0
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Sources: IMF. 2009. Direction of Trade Statistics and the Ministry of Unification 
http://www.unikorea.go.kr/kr/CMSF/CMSFBsub.jsp?topmenu=2&menu=3&sub=0 
Note: The author estimated the statistics using the given sources. 

Bilateral trade statistics point out that North Korea‟s level of 
dependence on China and South Korea is much greater than on other 
nations. If we exclude these two nations, leaving only North Korean 
trade that has been carried out with various other nations, the level of 
trade left would be miniscule. 

Concerning trade deficits, bilateral trade between North Korea 
and China can be described as a main source of deficit. In 2008, the 
deficit amount was $1,222.6 million, which accounts for 60.3% of 
North Korea‟s total trade deficit. Other sources of high trade deficits 
can be found in trade with Algeria ($515.8 million, or 25.4% of total 
trade deficit), Congo ($154.5 million, or 7.6%), South Africa 
($145.9 million, or 7.2%), Russia ($138.6 million, or 6.8%), and 
Singapore ($131.7 million, or 6.5%). 

Figure 3: Main Trade Deficit Countries of North Korea (2008) 

 

Sources: IMF. 2009. Direction of Trade Statistics and the Ministry of Unification 
http://www.unikorea.go.kr/kr/CMSF/CMSFBsub.jsp?topmenu=2&menu=3&sub=0 
Note: The author estimated the statistics using the given sources. 

The next section differentiates data by industry and production 
process to analyze the structure of North Korean international trade. 

  

Unit: million US dollars 

http://www.unikorea.go.kr/kr/CMSF/CMSFBsub.jsp?topmenu=2&menu=3&sub=0
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Analysis of North Korea’s 
Trade Structure 

Analyzing North Korea‟s trade structure using the IMF trade statistics 
applied in the previous section is not possible because the IMF only 
released total export and import statistics of bilateral trade, not trade 
statistics by HS or SITC (Standard International Trade Classification) 
products. Therefore, this study uses the UNCTAD statistics. Although 
the UNCTAD releases bilateral trade statistics based on the HS code, 
there are no statistics specifically focused on North Korea. As 
explained earlier, we can create industrial trade data for North Korea 
by utilizing the data from North Korea‟s trading partners. This creates 
mirror statistics for studying the North Korean trade structure. In order 
to analyze North Korea‟s trade structure, we need to differentiate 
North Korean international trade by industry. For this we have 
transformed HS six digit trade statistics to ISIC (International 
Standard Industrial Classification) Revision 3 based statistics.12 

Trade Structure by Industry 

Table 4 describes North Korea‟s industrial export structure. The top 
10 industries in North Korea‟s total export in 1992 accounted for 
84.2% of all recorded exports. Among these industries, the propor-
tions of the basic metal industry and the apparel and furs industry are 
high, representing 32.9% and 14.7% of the top 10 industries respect-
tively. Besides these two, manufacturing of other transport equipment 
(7.2%), agriculture (5.3%), and fishing (5.2%) are other major Indus-
tries in the export structure. 

The North Korean export structure went through relatively 
significant changes in 2006. Like in 1992, the basic metal industry 
accounted for the largest export amount, but its proportion of total 
trade decreased greatly. The manufacture of electronic components, 
radio, TV, and communications equipment emerged as a main export 
industry, and its proportion is almost equal to the basic metal industry. 
The reason why this industry increased more rapidly than others is 

                                                
12For more detail on ISIC Rev. 3, visit the United Nations website at: 

http://unstats.un.org/unsd/cr/registry/regcst.asp?Cl=2. Unlike the chapter 2, the latest 
year in UNCTAD data is 2007, but the HS code statistics of inter-Korean trade are 
only available up to 2006. 

http://unstats.un.org/unsd/cr/registry/regcst.asp?Cl=2
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that the North Korean government supports the manufacturing 
industry as a matter of policy in order to nurture export industries. The 
change of North Korea‟s industrial export structure means that the 
country is pursuing a transformation into a higher value added 
industrial structure. The other characteristics of the export structure 
can be found in the rapid expansion of exporting manufactured 
chemical products, whose proportion of total exports increased from 
3.9% in 1992 to 8.5% of the total in 2006. 

Table 4: The Structure of North Korea’s Total Exports (by percent) 

Rank Industry 1992 Industry 2006 

1 Basic metals 32.9 Basic metals 13.2 

2 Apparel (including fur) 14.7 
Electronic components, radio, TV, 
and communications equipment 

13.2 

3 Other transport equipment 7.2 Apparel (including fur) 10.1 

4 Agriculture 5.3 Chemical products 8.5 

5 Fishing 5.3 Other machinery and equipment 6.2 

6 Hard coal, crude petroleum, 
and uranium 

4.1 Food and beverage products 5.9 

7 Textiles other than apparel 3.9 Mined metals 5.1 

8 Chemical products 3.9 
Hard coal, crude petroleum, and 
uranium 

4.5 

9 Food and beverage products 3.9 Other transport equipment 4.1 

10 
Non-metallic mineral 
products other than fuel 
products 

3.1 Fishing 3.4 

 
Note: The authors classified the products using the ISIC Revision 3 of the United 
Nations: http://unstats.un.org/unsd/cr/registry/regcst.asp?Cl=2, and estimated the 
statistics using the sources below.  
Sources: UNCTAD (http://comtrade.un.org/db/) and the Ministry of Unification 
http://www.unikorea.go.kr/kr/CMSF/CMSFBsub.jsp?topmenu=2&menu=3&sub=0 

Table 5 describes the proportion of various industries in North 
Korean exports to China, a main trading partner in its exports. The 
basic metal industry had the highest proportion (47.5%) of North 
Korea‟s exports to China in 1992. Mining of hard coal, crude petro-
leum and uranium and metal mining industries were the second and 
third highest, representing 11.3% and 11.0% respectively. Thus, most 
of North Korea‟s exports to China were resources extracted under-
ground. Both export structures in 1992 and 2006 are characterized by 
high dependency on resources. However, there are two outstanding 
differences between the structures in 1992 and 2006. First, metal 
mining emerged as the largest export industry to China, increasing 
from 11% to 25.3% of this group of exports. Second, the manufacture 
apparel, including fur, increased in proportion to 13.7% of total 
exports. 

  

http://unstats.un.org/unsd/cr/registry/regcst.asp?Cl=2
http://comtrade.un.org/db/
http://www.unikorea.go.kr/kr/CMSF/CMSFBsub.jsp?topmenu=2&menu=3&sub=0
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Table 5: The Structure of North Korea’s Exports to China (by percent) 

Rank Industry 1992 Industry 2006 

1 Basic metals 47.5 Mined metals 25.3 

2 Hard coal, crude petroleum and 
uranium 

11.3 
Hard coal, crude petroleum and 
uranium 

20.7 

3 Mined metals 11.0 Apparel (including fur) 13.7 

4 Food and beverage products 7.5 Basic metals 12.9 

5 Chemical products 5.7 Food and beverage products 7.9 

6 Agriculture 4.5 Agriculture 3.8 

7 Non-metallic mineral products 3.6 Forestry 3.1 

8 Forestry 3.1 
Wood and wood and cork 
products other than furniture 

2.7 

9 Fishing 1.3 Other industry products 2.2 

10 Electronic components, radio, TV, 
and communications equipment 

1.1 Textiles other than apparel 1.8 

 
Note: The authors classified the products using the ISIC Revision 3 of the United 
Nations: http://unstats.un.org/unsd/cr/registry/regcst.asp?Cl=2, and estimated the 
statistics using the sources below.  
Sources: UNCTAD (http://comtrade.un.org/db/) and the Ministry of Unification 
http://www.unikorea.go.kr/kr/CMSF/CMSFBsub.jsp?topmenu=2&menu=3&sub=0 

Table 6 describes North Korea‟s imports. Petroleum was 
imported the most during the analyzed period. The proportion of the 
petroleum-related industry was 21% in 1992, much higher than other 
industries. Agricultural products and processed of food and beve-
rages were the second largest in imports in both 1992 and 2006. An 
analysis of the industrial structure of imports shows that 35% of North 
Korea‟s total imports have been carried out for the acquisition of 
petroleum and food. 

Besides the high proportion of food and petroleum, imports of 
electronic components, radio, TV, and communications equipment 
increased rapidly as North Korea engaged itself in efforts to nurture 
scientific technology and IT industries following the establishment of 
the Ministry of Electronics Industry. In addition, one possible reason 
for the increased proportion imported of manufactured of other machi-
nery and equipment13 in total imports is that North Korea needs to 

upgrade and modernize its aging industrial infrastructure. 

  

                                                
13

 These items are filters (HS 8421.23), ball bearings (HS8482.10), other machinery 
for working with rubber or plastics (HS 8477.80), etc. 

http://unstats.un.org/unsd/cr/registry/regcst.asp?Cl=2
http://comtrade.un.org/db/
http://www.unikorea.go.kr/kr/CMSF/CMSFBsub.jsp?topmenu=2&menu=3&sub=0
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Table 6: The Structure of North Korea’s Total Imports (by percent) 

Rank Industry 1992 Industry 2006 

1 Hard coal, crude petroleum and 
uranium 

21.2 
Hard coal, crude petroleum and 
uranium 

21.4 

2 Agriculture 12.3 Food and beverage products 13.6 

3 Textiles other than apparel 10.6 Chemical products 9.9 

4 Chemical products 8.9 Other machinery and equipment 5.6 

5 Food and beverage products 6.7 Basic metals 5.0 

6 Basic metals 5.1 Mined metals 3.5 

7 Apparel (including fur) 1.8 
Electronic components, radio, TV, 
and communications equipment 

1.9 

8 Non-metallic mineral products 
other than fuel products 

0.9 Apparel (including fur) 1.4 

9 Other transport equipment 0.8 Other transport equipment 0.6 

10 Fishing 0.1 Fishing 0.1 

 
Note: The authors classified the products using the ISIC Revision 3 of the United 
Nations: http://unstats.un.org/unsd/cr/registry/regcst.asp?Cl=2, and estimated the 
statistics using the sources below.  
Sources: UNCTAD (http://comtrade.un.org/db/) and the Ministry of Unification 
http://www.unikorea.go.kr/kr/CMSF/CMSFBsub.jsp?topmenu=2&menu=3&sub=0 

Table 7 describes the composition of North Korea‟s imports 
from China, which, as noted above is also a main trading partner for 
North Korean exports. The structure of imports from China was found 
to be similar to that of total imports. One difference is that the 
proportion of imports of refined petroleum products from China was 
higher than the proportion of these products in North Korea‟s total 
imports – i.e. North Korea imports more of these from China than 
from elsewhere. The import of electronic machinery and transformers 
and of plastic and rubber products was relatively higher as well. 

  

http://unstats.un.org/unsd/cr/registry/regcst.asp?Cl=2
http://comtrade.un.org/db/
http://www.unikorea.go.kr/kr/CMSF/CMSFBsub.jsp?topmenu=2&menu=3&sub=0
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Table 7: The Structure of North Korea’s Imports from China (by percent) 

Rank Industry 1992 Industry 2006 

1 Hard coal, crude petroleum and 
uranium 

37.0 
Hard coal, crude petroleum and 
uranium 

21.5 

2 Agriculture 17.9 Food and beverage products 18.2 

3 Food and beverage products 8.9 Chemical products 8.4 

4 Textiles other than apparel 6.6 Textiles other than apparel 6.9 

5 Chemical products 5.0 
Coke, refined petroleum products 
and nuclear fuel 

6.6 

6 Coke, refined petroleum 
products and nuclear fuel 

4.1 Other machinery and equipment 6.2 

7 Basic metals 2.5 
Other electronic machinery and 
transformers 

5.2 

8 Other machinery and equipment 2.4 Plastics and rubber products 4.5 

9 Plastics and rubber products 2.3 Basic metals 4.5 

10 Apparel (including fur) 2.1 
Electronic components, radio, TV, 
and communications equipment 

2.4 

 
Note: The authors classified the products using the ISIC Revision 3 of the United 
Nations: http://unstats.un.org/unsd/cr/registry/regcst.asp?Cl=2, and estimated the 

statistics using the sources below.  
Sources: UNCTAD (http://comtrade.un.org/db/) and the Ministry of Unification 
http://www.unikorea.go.kr/kr/CMSF/CMSFBsub.jsp?topmenu=2&menu=3&sub=0 

The Structure of North Korean Trade 
by Production Process 

To understand characteristics of the structure of North Korean 
imports and exports, we need to analyze not only characteristics by 
industry but also the structure of production processes of imports and 
exports. Thus, the six digit HS code should be transformed into the 
BEC code, released by the United Nations. The BEC code is 
organized and described in Table 8 following the analysis of the 
structure of production processes of imports and exports. 

As Table 8 points out, semi-finished goods, or intermediate 
goods, and thus the production processes associated with them, 
represented the largest proportion of exports between 1992 and 
2006. The overall proportion of semi-finished goods in both imports 
and exports remained high in 2006, but during the observed period 
their export shrank by 11.9% while imports increased by 2.0%. 
Among semi-finished goods, exports share of basic metals, chemical 
products, coke, refined petroleum products, and textiles other than 
apparel increased as a proportion of North Korea‟s total exports 
during this period. On the other hand, coke, refined petroleum 
products, chemical products, and basic metals are found to have 

http://unstats.un.org/unsd/cr/registry/regcst.asp?Cl=2
http://comtrade.un.org/db/
http://www.unikorea.go.kr/kr/CMSF/CMSFBsub.jsp?topmenu=2&menu=3&sub=0
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increased their proportion in North Korea‟s total imports. In 1992, the 
highest proportion of imports to North Korea was raw materials such 
as petroleum. But recently, imports of processed products such as 
refined petroleum products have expanded significantly and to the 
point where the import of semi-finished goods surpassed raw material 
imports by 2006. 

Although the percentage of exported intermediate goods 
declined in contrast to other production processes, the export of parts 
and components increased from 3.6% in 1992 to 9.6% in 2006, and 
their import increased from 4.1% in 1992 to 5.0% in 2006. Parts and 
components, classified as intermediate goods, also increased in 
exports more than they did in imports. 

Consumption goods, classified as final goods, decreased in 
proportion to total exports from 30.6% down to 25.3% between 1992 
and 2006, but they increased in total imports from 14.1% to 20.5%. 
As of 2006, North Korea‟s mainstay industries for final goods for 
export include apparel (including fur), food and beverage products, 
and fishing. On the other hand, the main final goods imported by 
North Korea include food and beverages, tobacco, chemical products, 
electronic components, radio, TV, and communications equipment, 
and motor vehicles and trailers. 

The significant increase in the proportion of exported capital 
goods is another characteristic in the trend of North Korean exports. 
The proportion of exported capital goods increased from 9.3% in 
1992 to 18.9% in 2006. This increase was aided notably by the export 
of electronic components, radio, TV, and communications equipment, 
since manufacturing increased at an annual growth rate of 32.2% 
between 1992 and 2006. 

Table 8: The Structure of Production Processes  
in North Korea’s Total International Trade (by percent) 

    
Export Import 

1992 2006 1992 2006 

Final Goods 
Consumption goods 30.6 25.3 14.1 20.5 

Capital goods 9.3 18.9 12.5 9.1 

Intermediate 
Goods 

Semi-finished goods 42.0 30.1 32.2 34.2 

Parts and components 3.6 9.6 4.1 5.0 

Primary Goods 13.0 14.2 34.7 28.9 

 
Note: Refer to Appendix for the classification of the production process. The statistics 
were estimated by the authors using the source below. 
Source: UNCTAD http://comtrade.un.org/db/ 

Table 9 describes the structure of production processes of 
imports and exports to China, North Korea‟s main export partner. An 
analysis of the composition of North Korean exports points out that 
the goods most exported to China in 1992 were semi-finished goods 

http://comtrade.un.org/db/


H.G. Jeong, H. Bang / North Korean Trade
 

20 
© Ifri 

(57.5%), but that by 2006 primary goods became the largest exported 
sector of goods to China (52.8%). Contrary to exports, the trend in 
imports is the opposite in terms of proportions. In 1992, primary 
goods were the most imported sector of goods from China (55.4%), 
but by 2006 semi-finished goods accounted for a highest proportion 
(34.7%). 

As of 2006, exports from the primary goods industry included 
mined metals, hard coal, forestry, and non-metallic minerals. Impor-
ted primary goods mainly included crude petroleum and uranium, and 
non-metallic minerals other than fuel products. 

A comparison of exports to China between 1992 and 2006 
shows that the proportion of semi-finished goods shrank from 57.5% 
to 16.1%. The main industries represented in exports of semi-finished 
goods are the basic metal industry, the manufacture of wood and cork 
products other than furniture and the manufacture of textiles other 
than apparel. On the other hand, the proportion of semi-finished 
goods is the highest in North Korean imports from China as of 2006. 
The main industries are found to be manufactured chemical products, 
refined petroleum products, and food and beverages. Parts and 
components, which are classified as intermediate goods, are insignifi-
cantly small in the proportion of exports to China, but their proportion 
in imports from China increased from 2.9% to 5.4% over the analysis 
period. Other products imported from China include electronics 
machinery, transformers, rubber, and plastics. 

The proportion of consumption goods in exports to China 
increased from 11.4% in 1992 to 27.0% in 2006. Apparel (including 
fur), food and beverage products, agriculture, and fishing contributed 
to the expansion of final goods in the proportion of exports to China. 
In addition to exports, the proportion of final goods imported from 
China increased as well. The composition of industries producing 
imports from China include food and beverage production, manu-
facturing of chemical products and of electronic components, radio, 
TV, and communications equipment. 

The proportion of capital goods in exports to China is 
negligible, but their proportion in imports from China increased from 
4.8% in 1992 to 9.5% in 2006. Other industries represented in imports 
consist of computers and office machinery, motor vehicles and 
trailers, and electronic components, radio, TV, and communications 
equipment. 

In bilateral trade between North Korea and China, the leading 
category in terms of production process of North Korean exports to 
China is of primary goods, while the leading production processes in 
North Korean import from China are final and intermediate goods. It is 
important to notice the increase of capital goods, and parts and 
components, in North Korean imports from China. That‟s because this 
category includes other electronic machinery and transformers, 
computers and office machinery, motor vehicles and trailers, and 
electronic components, radio, TV, and communications equipment. In 
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other words, these industries are highly correlated with the 
advancement of a nation‟s industrial structure. The bilateral trade 
between North Korea and China cover not only raw materials and 
light industries but also high value-added industries. Therefore, the 
structure of the bilateral trade between them has become closely 
connected with these factors. 

Table 9: The Structure of Production Processes  
in North Korea’s Trade with China (by percent) 

    
Export Import 

1992 2006 1992 2006 

Final Goods 
Consumption goods 11.4 27.0 13.9 25.1 

Capital goods 0.8 0.5 4.8 9.5 

Intermediate 
Goods 

Semi-finished goods 57.5 16.1 21.6 34.7 

Parts and components 1.2 0.2 2.9 5.4 

Primary Goods 28.9 52.8 55.4 23.9 

 
Note: Refer to Appendix for the classification of the production process. The statistics 
were estimated by the authors using the source below. 
Source: UNCTAD http://comtrade.un.org/db/ 

Border Transactions with China 

In 2008, the amount of bilateral trade between North Korea and China 
reached $2.7 billion US. Border trade, which involves transactions 
near the border, accounts for about 22% of the total trade between 
the two nations.14 Thus, it is essential to analyze the status of border 
trade in order to analyze the North Korean trade structure. 

Previous studies by Cho Myung Chul (2005) and Lee Jong Un 
(2009) point out that there are two outstanding characteristics in bilateral 
trade between North Korea and China. First, most of the bilateral trade 
takes place near Northeast China. According to Chinese customs 
statistics, $2.03 billion worth of goods were exported from Northeast 
China – including Jilin, Liaoning, and Heilongjiang Provinces – to North 
Korea. This represents 77% of total Chinese exports to North Korea. In 
turn, Liaoning and Jilin Provinces imported $540 million in goods, or 72% 
of the total Chinese imports from North Korea. Second, bilateral trade in 
border cities, such as Dandong, China, has been revitalized in the form 
of cross-border trade.15 The Chinese government offers incentives for 

cross-border trade since it also revitalizes trade with adjacent nations 
and the economic development of undeveloped border areas. Thus, 

                                                
14 “The trend North Korean international trade in 2008”, KOTRA 09-020 
15 Border trade can be defined as the trade between companies given the right to 

trade with North Korea at the border or the trade in markets near the border. 

http://comtrade.un.org/db/
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Chinese companies located near the border take advantage of 
geographic proximity and the incentives to reinvigorate trade with North 
Korea. Table 10 shows that the total amount of bilateral trade between 
North Korea and Dandong exceeds $700 million. Thus, local 
governments and local companies located in border areas have become 
North Korea‟s main trade partners. 

Table 10: Trend of Trade between North Korea and Dandong, China 
(Unit: ten thousand US dollars) 

Year 
Total amount of trade 
between North Korea 

and Dandong 

Dandong’s exports 
to North Korea 

Dandong’s imports 
from North Korea 

2000 18,410 15,310 3,100 

2001 20,100 17,080 3,020 

2002 22,200 18,900 3,300 

2003 26,800 20,900 5,900 

2004 31,400 23,900 7,500 

2005 55,268 43,352 11,916 

2006 46,200 29,500 16,700 

2007 60,200 35,100 25,100 

2008 75,000 43,000 32,000 

 
Source: Lee Jong-Un (2009) “Analysis of Chinese companies‟ border trade with 
North Korea”, World Economy, vol. 9, No. 26, Korea Institute for International 
Economic Policy. 

Chinese companies in the border regions utilize four different 
methods to trade with North Korea. The first method uses the advan-
tages of border trade for export-import transaction. The second is 
processing trade, where intermediate goods are brought in from North 
Korea and turned into final goods in China. In the third method, 
Chinese companies serve as intermediaries between North Korea 
and third-party, foreign corporations. The fourth method takes on 
illegal forms such as smuggling.16 

The advantages of border trade are based on the “foreign 
trade law of the People‟s Republic of China” and “Interim measures 
for the administration of petty trade in the border areas”.17 The main 

advantages include a 50% reduction in import duties and value-added 
tax to the companies who are given the right to carry out small-scale 
trade in border areas.  

In addition, if companies trade food managed by export-import 
quotas or permits, or certain goods managed by the government, 

                                                
16 Refer to Lee Jong-Un (2009) 
17 Refer to http://www.asianlii.org/cn/legis/cen/laws/imftaoptitba681/  

http://www.asianlii.org/cn/legis/cen/laws/imftaoptitba681/
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issuance of treatment permits and allocation of quotas are made 
easier for them. Smaller goods worth up to 3,000 Yuan per person 
are exempt from customs. 

Certain companies trade with North Korea in the form of 
processing materials, providing North Korea with raw materials or 
related machinery. The products in this type of trade include apparel, 
textiles and related machinery. Chinese companies purchase fabrics 
and materials and send them to North Korean factories. The expen-
ses, such as wages, are given to North Korean trade companies or 
government agencies. North Korean trade companies request that 
China provide machinery and equipment for the replacement of North 
Korea‟s antiquated factories. In this case, the trade involves deducing 
the cost of provided machinery from processing expenses. 

While most of the trade between Chinese companies and 
North Korea seems to be bilateral, some trade occurs as a transact-
tion with other nations, such as South Korea, Japan, and European 
countries. These involve three types of business deals. First, South 
Korean companies establish local subsidiaries in China to process 
trade with North Korea. Second, a Chinese company takes the middle 
position to provide connections between other nations, such as South 
Korea, and North Korea. Third, a Chinese company imports raw 
materials, such as coal, and agricultural products from North Korea, 
and subsequently exports them to other nations. 

Beyond these trade methods, illegal trade, such as smuggling, 
should also be mentioned. Recently, the Chinese government streng-
thened penalties for smuggling. Consequently, smuggling decreased 
in terms of volume and number of cases. However, the Chinese 
government utilizes sample examination methods, which inspect 
samples out of total Chinese exports to North Korea. Certain products 
are smuggled to North Korea without declaration. Also, Chinese 
merchants or Chinese residents in North Korea smuggle considerable 
amounts of goods by „bundle trade‟. When crossing the border, 
Chinese people are allowed to bring in undeclared goods of up to 
3,000 Yuan in value, but most of them ignore the amount limit. 
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Table 11: Main Characteristics of Transaction Methods  
for Chinese Companies 

Border 

Trade 

 

 The companies, which are permitted to conduct border trade, are given 
incentives, such as fifty percent reduction in value added tax and import duty. 

 In Dandong, there are 130 companies with the right to carry out border trade. 

 Many companies are given tax incentives as they provide transaction services 
to companies located near the border. 

 There is no limit on the type and amount of traded goods as long as the goods 
are not weapons or chemicals. 

 Chinese companies sustain relations with North Korean subsidiaries in 
Dandong (such as Samchulli Company), North Korean businessmen, and 
overseas Chinese merchants. 

Processing 

Trade 

 Raw materials and equipment are provided to North Korean manufacturing 
companies, and processing expenses, such as wages, are given to related 
agencies. 

 The expansion of processing trade with North Korea contributed to the rapid 
growth of clothing industries that export to China. 

 The machinery and equipment are given free of charge to North Korea, and 
the cost of additional machinery provided is deducted from the processing 
cost. 

 Foreign currency is paid to North Korea for the processing cost. 

Trade with 
other nations 

 South Korean companies manage local subsidiaries near the border, or 
Chinese companies receive orders from South Korean or European 
companies and trade with North Korea. 

 The main products of trade with other nations are in clothing, mining, and 
agricultural products. 

 The Chinese companies request export-import transaction to companies with 

border trading rights, and they provide North Korea with cash. 

Smuggling 

 Large-scale smuggling, prevalent in the 1990s, has been reduced. 

 The North Korean inspection system is not sophisticated enough to prevent 
undeclared goods or dual-use goods from being taken into North Korea. 

 Chinese goods for Chinese consumer markets are brought into North Korea 
by „bundle trade‟, and it is likely that some goods are illegal, such as luxury 
goods, machinery and electronics equipment. 

 
Source: Lee Jong-Un (2009) “Analysis of Chinese companies‟ border trade with 
North Korea”, World Economy, vol. 9, No. 26, Korea Institute for International 

Economic Policy. 

Economic cooperation between North Korea and China is 
expected to become closer. In 2005, China signed an investment-
protection agreement with North Korea and agreed to establish a joint 
committee for economic cooperation. In 2009, the Chinese premier 
Wen Jiabao visited North Korea and signed various agreements and 
statements, including documents for economic aid and agreements 
on trade, education, and tourism. The two nations signed a five-year 
agreement on economic and technical cooperation, which involves 
provision of Chinese economic aid and investment to North Korea 
worth $2 billion. Also, the two countries agreed to build the bridge on 
the Apnok (Yalu) River with the expense of $20 million being borne by 
the Chinese. 
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Past bilateral trade between North Korea and China consisted 
mainly of raw materials and food, but attempts to diversify the type of 
traded goods can be seen in recent transactions involving such goods 
as machinery, transformers, and IT products. This might allow China 
to persuade North Korea to participate in the Six Party talks. The 
collaboration between North Korea and China will be strengthened as 
China tries to reinforce Chinese prestige in East Asia. Through aid 
and investment China has pursued a reinforcement of its influence 
over the Korean peninsula. North Korea has utilized collaboration with 
China to solve its economic difficulties and reinforce its international 
standing. Therefore, North Korean and Chinese interests seem to 
have coincided. 
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Conclusion 

The Direction of Trade Statistics by IMF is the most representative 
statistical data for bilateral trade with North Korea. However, IMF 
statistics underestimate North Korea‟s international trade since they 
do not classify inter-Korean trade as international trade. Therefore, in 
this study we restructured statistics on North Korea by combining the 
IMF and inter-Korean trade data, and we analyzed the structure of 
North Korea‟s international trade. In addition, we conducted a unique 
analysis of trade structures, since other studies have not analyzed 
production processes in North Korean trade. Thus, in this method, we 
transformed the HS code into a BEC code. 

The following are the main characteristics of North Korea‟s 
trade, identified by our analysis: 

First, import volume is much greater than export volume 
during the period between 1989 and 2008. North Korea has suffered 
from chronic trade deficits that worsened in the 2000s. The amount of 
trade deficit is almost equal to the amount of exports. Thus, the study 
of North Korean efforts to overcome its trade deficit is important for 
understanding the economic structure of North Korea. Unfortunately, 
it is hard to understand North Korean methods for overcoming the 
deficit due to lack of available statistics. Thus, based on our data, we 
can infer that North Korea resorts to unconventional methods to 
overcome the trade deficit, such as illegal missile trade. 

Second, North Korean international trade is highly dependent 
on South Korea and China. Beyond these two nations, North Korea 
traded with various small and medium-size nations in North Africa 
and Central and South America. 

Third, the structure of North Korean exports has gone through 
dramatic change, as the proportion of manufactured electronic com-
ponents, radio, TV, and communications equipment in North Korea‟s 
total exports has increased. This change is due to support measures 
from the North Korean government, such as the establishment of the 
Ministry of Electronics Industry, to nurture its leading export industry. 

Fourth, imports of machinery, electronic components, and 
communications equipment have increased rapidly as the North 
Korean export structure has changed. The import of products such as 
machinery and equipment indicates that North Korea has been 
improving and modernizing its aging industrial infrastructure. 
However, considering that the proportions of energy, food, and 
beverage still remain high in total imports, we imply that North Korea 
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is focusing on the import of products that are necessary in the near 
future rather than emphasizing enhancement of its export compe-
titiveness. 

Fifth, the production process analysis points out that the 
export of IT-related products has increased recently as a proportion of 
total exports. However, these products are found to be relatively low-
level consumption goods, so the proportion of components is still low. 
During the period chosen for our analysis (1992-2006), the import of 
capital goods decreased, but the import of consumption goods 
increased. In other words, the trend shows that North Korean imports 
are merely being conducted for to deal with short-term scarcity rather 
than to nurture industrial infrastructure. Unless North Korea norma-
lizes the economy and enhances export competitiveness by importing 
capital goods, North Korea‟s international export will soon encounter 
limits. It is more likely that trade deficits will continue to worsen. 

Sixth, the economic cooperation between North Korea and 
China is expected to strengthen and this increase in cooperation will 
affect the bilateral trade between them. In the past, their bilateral 
trade mainly consisted of raw materials and food, but the recent 
tendency has been to trade a diversity of goods, such as machinery, 
transformers, and IT-related products. The diversification of the 
products being traded signifies that China is the main supplier of 
North Korea‟s raw materials and products. Also, North Korea will 
depend on China as a consumption market for North Korean 
products. 
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Appendix 

Table I: Classification of Production Processes 

BEC 

Code 
Items 

Production process 

Primary 

goods 

Processed 

goods 

Parts & 

components 

Capital 

goods 

Consumption 

goods 

1 Food and beverages           

11 Food and beverages, primary           

111 Food and beverages, primary, mainly for industry  ○         

112 
Food and beverages, primary, mainly for household 

consumption 
        ○ 

12 Food and beverages, processed           

121 Food and beverages, processed, mainly for industry   ○       

122 
Food and beverages, processed, mainly for 

household consumption 
         ○ 

2 Industrial supplies nes           

21 Industrial supplies nes, primary  ○         

22 Industrial supplies nes, processed    ○       

3 Fuels and lubricants           

31 Fuels and lubricants, primary  ○         

32 Fuels and lubricants, processed    ○       

321 Fuels and lubricants, processed, motor spirit           

322 
Fuels and lubricants, processed (other than motor 

spirit) 
          

4 
Capital goods (except transport equipment), and 

parts and accessories thereof 
          

41 Capital goods (except transport equipment)        ○   

42 
Parts and accessories of capital goods (except 

transport equipment) 
     ○     

5 
Transport equipment and parts and accessories 

thereof 
          

51 Transport equipment, passenger motor cars          ○ 

52 Transport equipment, other           

521 Transport equipment, other, industrial        ○   

522 Transport equipment, other, non-industrial          ○ 

53 Parts and accessories, of transport equipment      ○     

6 Consumer goods nes           

61 Consumer goods nes, durable          ○ 

62 Consumer goods nes, semi-durable          ○ 

63 Consumer goods nes, non-durable          ○ 

7 Goods nes           

 
Source: Made by author based on Lemoine (2005) and White Paper on International 
Economy and Trade (2007). 


