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Abstract

Analysis of South and North Koreas Construction Cooperation Case

and a Development Scheme for Industrial Complex in North Korea

Firstly, the purpose of this study is to provide information that South Korea construction
firms have achieved some cooperation cases and construction experiences in the North Korea
area, and to estimate the degree of development demand for six types of industrial complex in
North Korea. Also, this study aims at confirming the size of a potential construction market in
North Korea, and offering some themes and tasks of possible strategies for accessing
construction market in North Korea to South Korea government and construction firms.

Since 1988, some of South Korea construction firms constructed some construction facilities in
the North Korea area, such as factories, hospitals, gymnasiums, churches, temples, and so on, to
name a few. The most of those construction projects were derived throuth a South-North
Koreas social-culture—economic cooperation activity. Currently, the on—going mega construction
projects are Kaesung industrial complex and Kumkangsan tourist region development.

However, since the 24th of March, 2010, all South-North Koreas social-culture-economic
cooperation activities have been frozened due to Chonan warship incident. Recently, Kaesung
industrial complex was put into an operating stage, because it is very important and has a large
influence to South-North Korea economics.

Kaesung industrial complex has been operated in the region, as a collaborative economic
development with South Korea. Its construction started in June 2003, and the whole process of
the industrial complex was scheduled to be completed in 2012, covering 61.1ki" employing 350,000
workers. As of June 2010, 121 factories employed approximately 43,000 North Korean workers
and 900 South Korean staff members. Especially, Kaesung industrial complex development has
more construction projects such as factories, office buildings, other infrastructure facilities, and
SO on.

According to a case study of construction projects in North Korea, North Korea construction
workers’ labor productivity is very low, and most of construction resources and construction

devices had to have been supplied from South Korea.

Abstract - 55
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As a result of estimating the degree of development demand for six types of industrial
complex in North Korea, where the size of new industrial complex is almost equal to that of
Kaesung industrial complex, total construction cost is approximately 439 trillions won,
inter-complex construction demand for infrastructure facilities is 4.7 trillions won and
construction demand for factories is 39.2 trillions won. However, these estimates are calculated
on the basis of necessary infrastructure facilities, such as connecting roads and railroads, power
plants, harbors, support cities for industrial complex, and so so which need to be supplied as
auxiliary projects, this implies that North Korea's potential construction market size is extremely
huge.

Some strategies to revitalize or to construct the industrial complex in North Korea that are
suggested from this study are as follows: firstly, South and North Korea gorvenments should
revitalize Kaesung industrial complex because Kaesung industrial complex will be a role
business model for other new industrial complex.

Secondly, some transportation facilities such as roads and railroads comnecting Kaesung
industrial complex and the north region of Gyunggi province to revitalize Kaesung industrial
complex in the near future.

Thirdly, South and North Korea governments should consider providing administrative and
financial support for participating construction firms into North construction market.

Fourthly, South Korea government and construction firms need to establish a center for
training North Korea's construction workers in Kaesung industrial complex.

Lastly, South Korea government and construction firms need to keep a consistent interest on
North Korea construction market, since it will be one of dynamic forces for construction

industry and economic growth of Korea.



