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China-Vietnam

Trade patterns between Vietnam and China’s neighboring provinces to Vietnam were
chosen for the purpose of comparison. Yunnan and Guangxi Zhuangzu provinces have
borders with Vietnam. Guangdong province, with the highest Gross Regional Do-
mestic Product (GRDP), is situated not far from Vietnam, as shown in Figure 4.

Figure 4. Map of China’s neighboring provinces to North Korea and Vietnam
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Figure 5 shows exports and imports in USD between China’s provinces and their
neighboring countries—North Korea and Vietnam. It can be observed that trade
for Guangdong-Vietnam is much larger than that of Yunnan-Vietnam or Guangxi
Zhuangzu-Vietnam because of Guangdong province’s sheer size of economy.” It has
far exceeded those of others. North Korea’s trade with China is low relative to that of

Vietnam even though there has been an upward trend.
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Figure 5. Exports and Imports for China’s Provinces (Unit: $1,000 in log-scale)
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The Guangdong’s GRDP in 2011 was just over USD 820 billion, and this is about
1.3 times the combined GRDP of Shandong and Hebei.

Figure 6 has GRDPs for China’s nine provinces.® A simplistic analogy shows that
Shandong and Hebei provinces should be exporting 10.3 times as much to North
Korea, factoring in North Korea’s population, and assuming it is at a similar stage of
economic development as Vietnam in 2011. It is very likely that, with the opening up
of North Korea, its trade with economically bigger Shandong, Hebei, and Jiangsu
provinces will grow faster, and can exceed those of Liaoning, Jilin, and Heilongjiang

provinces.

Figure 6. Gross Regional Domestic Product in 2011 (Unit: $1,000)
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Source: National Bureau of Statistics of China

Figure 7 shows North Korea’s growing trade with Shandong, Hebei and Jiangsu prov-
inces, and if recent trends continue, these three provinces can easily make up half the
trade between China and North Korea within a decade.” In 2012, just over 87 percent

of both North Korea’s exports and imports were with China, which is indicative of its



THE ASAN INSTITUTE FOR POLICY STUDIES

growing dependency on China for trade. Nearly 90 percent of trade between China
and North Korea was with the six provinces shown, and within these, 42.7 percent
was with Liaoning province, and Shandong, Hebei, and Jiangsu provinces made up

about 32.3 percent.

Figure 7. North Korea’s trade with China and other countries (Unit: $1,000)
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Source: Korea International Trade Association and Korean Statistical Information Service

With the development of Changchun-Jilin-Tumen economic zone, Jilin province will
certainly improve its share of trade with North Korea in coming years. Its GRDP
growth rate of 13.4 percent in 2012 was higher than China’s GDP growth rate of
10.1 percent.®

Conclusion

It is very likely that the opening up of North Korea will allow access to shorter in-
ternational trade routes from Chinas Liaoning, Jilin, and Heilongjiang provinces
through North Korea’s territory directly connecting with the Pacific Ocean and South
Korea. Figure 6 shows that Jilin and Heilongjiang provinces are lagging behind Li-
aoning province which has the advantage of having the port city of Dalian. These two
landlocked provinces and Inner Mongolia, though not considered here, can benefit

when North Korea fully opens up. China only has limited access to the port of Najin
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at present, but full access to other shorter trade routes will reduce some of the bur-
dens on the port of Dalian. Therefore, it is evident that China’s northeast provinces
will much benefit from having access to shorter international trade routes that will
increase trade with South Korea, the United States, and Japan. This will address a
disparity that exists between China’s rich South and poor North.

North Korea is geographically surrounded by some of the largest countries in terms
of trade—China, South Korea, Japan, and Russia—which are listed among the 10
largest exporting countries in the world.” The gravity model of international trade
suggests that two driving factors of bilateral trade between countries are its distance
and the size of their respective economies. Already fulfilling one of the two factors or
both, all the countries, including North Korea, have much to gain from its economic
reform if it strictly adheres to international standards. In 2009, trade between China
and North Korea shrank with the approval of UN sanctions over North Korea’s nucle-
ar test, as clearly shown in Figure 7. The destabilizing effect of North Korea’s nuclear
programs must be resolved first as a necessary step towards peace and cooperation in
Northeast Asia. It is essential for North Korea to gain the confidence and trust of oth-
er countries. It is in the region’s interest to see a nuclear-free North Korea, to encour-
age North Korea to pursue a path towards adopting a Chinese style economic reform

and open-up policy, and realize for all a thriving economy in this part of the world.
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