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o 0.27-0.3 Y, 11, 428. 7| (billion Won) BOK ECOS
Q, 0.35~0.4 K 109, 446 | (billion Won) Kang, Lee, Pyun(2014)
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13 0.35~0.75| A 1. 44 Author’s calculation
p 0.01~0.02| Ag 5.74 Kang, Lee, Pyun(2014)
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(Figure 1) North Korean GDP growth rates by economic cooperations(%)
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(Figure 7) GDP per capita ratio between South and North Korea by key parameters
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Analysis on the Effects of Economic Cooperation
between South and North Korea on North Korea’s

Economic Growth*
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Abstract

This study constructs a baseline model for North Korea and North Korea’s
economic model based on economic cooperation between South and North
Korea using growth model. Using the latest data of North Korea, this study
simulates the changes in North Korean economic growth in case of the
economic cooperation between South and North Korea from 2018. For the
economic cooperation, we consider fiscal transfer from South Korea to
construct the infrastructure and to compensate households income in North
Korea, and the imports of investment goods from South Korea to North
Korea. As results, firstly, for the independent growth of the North Korean
economy North Korea’'s technological progress should take place through
economic cooperation. Unless the trade between South and North Korea is
accompanied with the technological progress, the growth effect of import of
investment goods on North Korea is temporal. Secondly, the increase in
investment from the South to the North is essential. The increase in capital
accumulation in the North raises the marginal products of labor and the real
wages. Thirdly, the economic performance in the capital intensive sectors in
terms of GDP and labor productivity would drive the economic development in
North Korea.
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