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For many years the Soviet Union was the key economic partner of North Korea. After the
USSR broke up, Russia has not played such an important role in the DPRK’s economic de-
velopment. In 2013, its share in the foreign trade of North Korea accounted for a mere 1%.
However, in the second decade of the 21st century bilateral, contacts have intensified sig-
nificantly. Judging by the recent developments, the Russian leadership has made a political

Iéei‘;";rds" decision to expand economic cooperation with North Korea and stimulate Russia’s busi-
NI;rth Korea ness interests with the DPRK. Russia has set a goal of growing the volume of its trade with
Trade North Korea by a factor of ten by 2020. Moreover, Moscow is currently developing a number

Cooperation of investment projects in the DPRK and Russian companies are also looking at developing
Projects more of them. Another important aim for Russia is the implementation of big infrastruc-
South Korea ture projects with both Koreas. The article examines the current position and future prospects
for economic cooperation between Russia and North Korea and analyses main forms and
potential opportunities for developing bilateral economic relations. Particular attention is
paid to the expanding cooperation mechanisms and joint economic projects between Russia

and the DPRK and also the potential participation of the Republic of Korea.
Copyright © 2016 Production and hosting by Elsevier Ltd on behalf of Asia-Pacific
Research Center, Hanyang University. This is an open access article under the CC BY-NC-
ND license (http://creativecommons.org/licenses/by-nc-nd/4.0/).

North Korean economic cooperation'. Some aspects of
bilateral economic relations have been covered in mono-
graphs and articles dedicated to the Russian policy on the

1. Introduction

Unlike China-North Korea and inter-Korean economic re-
lations, the subject of economic cooperation between Russia
and North Korea in the 21st century is relatively unex-
plored in the broad academic community. The main reason
for this is the small volume of bilateral trade, as well as the
problems with the availability of data. In the early 21st
century, Russian experts in Korean studies have now pre-
pared a number of articles devoted to the subject of Russian—
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Korean peninsula?. Economic cooperation between Russia
and the DPRK has also been studied as part of the re-
search on external economic relations of North Korea® and
Russian-North Korean relations in general®.

The purpose of this study is to present an overview of
the information available on the subject, explore the phe-
nomenon of the development of Russian-North Korean
economic relations in the 21st century, and identify the main
features and trends.

The methodology of studying economic relations
between Russia and the DPRK is based on the systems ap-
proach. The author investigates basic components of the
system structure (cooperation mechanisms, trade, invest-
ment, interregional cooperation, etc.), its features, functions,
internal ties and interaction with the international envi-
ronment. Due to the nature of the research subject special
importance is attached to exploring the strategic posi-
tions of the two countries’ governments which currently
determine the development of bilateral economic rela-
tions. The comparative method was used to identify major
common points and differences in the stances of the Russian
and North Korean authorities.

The main information sources are official documents and
press releases of the Russian government bodies and com-
panies that are doing business with the DPRK, as well as
the author’s conversations with Russian representatives from
different spheres who have practical experience of working
with North Koreans. Statistical data have been sourced from
the Federal Customs Service of Russia and related companies.

Zabrovskaya, L.V. (2006). Economic Contacts between the DRPK and the
Russian Far East: 1992-2005. International Journal of Korean Unification Studies,
15, 2: 95-111.

2 Korean Settlement and Russia’s Interests. (2008) // Edited by V.I. Denisov
and A.Z. Zhebin. Moscow: IFES RAS, “Russian Panorama”. 189-220.
Toloraya, G. (2014a). Russia-North Korea Economic Ties Gain Traction. 6 No-
vember 2014. http://38north.org/2014/11/tolorayal10614/ Accessed on
12 May 2015.

Vorontsov, A. (2014). Is Russia-North Korea Cooperation at a New Stage? 8
May 2014. http://38north.org/2014/05/avorontsov050814/ Accessed on 12
May 2015.

Lankov, A. (2011). Russia-N. Korea Trade. 2011-09-25. http://www
.koreatimes.co.kr/www/news/nation/2011/09/304_95434.html Ac-
cessed on 30 December 2015.

Lankov, A. (2014). N Korea and Russia: A step towards a worldwide anti-
hegemonic front? 22 Jun 2014. http://www.aljazeera.com/indepth/
opinion/2014/06/n-korea-russia-step-toward-worl-
201462253320470677.html Accessed on 30 December 2015.

3 Haggard, S., Noland, M. (2007). North Korea’s External Economic Rela-
tions. Peterson Institute for International Economics. Working Paper Series.
August 2007.

Nanto, D.K., Chanlett-Avery, E. (2009). North Korea: Economic Leverage and
Policy Analysis. Congressional Research Service. August 14, 2009.
Nicolas, F. (2010). Coming in from the Cold? An Update on North Korean Ex-
ternal Economic Relations. April 2010. IFRI.

4 Buszynski, L. (2009). Russia and North Korea: Dilemmas and Inter-

ests. Asian Survey. Vol. 49, No. 5 (September/October 2009). 809-830.
Kim, D.J. (2012). Russian Influence on North Korea: Views of Former South
Korean Ambassadors to Russia. The Korean Journal of Defense Analysis. Vol.
24, No. 3, September 2012. 391-404.
York, R. (2015). Russia Craves Balance on the Korean Peninsula. To main-
tain an influence in North and South Korea, Moscow must ‘stand on both
legs’: Experts. http://www.nknews.org/2015/11/russia-craves-balance
-on-the-korean-peninsula/ Accessed on 30 December 2015.

2. The political and economic background of Russian-
North Korean economic relations

During the Cold War, the Soviet Union was an
important economic partner for North Korea. In the 1970-
1980s, its share in the DPRK’s foreign trade accounted for
25-50%. In 1990, it reached 53.3% or $2.2 billion°. At that
time, economic relations between the two countries were
largely based on favourable prices and credit. The Soviet
Union also provided North Korea with preferential techni-
cal assistance. By the early 1990s, the facilities built in the
DPRK with Soviet help produced up to 70% of electricity,
50% of chemical fertilisers, and about 40% of ferrous metals.
The aluminium industry was created entirely by Soviet spe-
cialists. Approximately, 70 large industrial enterprises in
North Korea were built with the assistance of the USSR®.

After the Soviet Union broke up, the new Russian lead-
ership decided to prioritise economic cooperation with South
Korea over formerly brotherly relations with North Korea.
This radical turn in the early 1990s led to an almost com-
plete freeze in the relations with the DPRK and a decline
in bilateral economic ties. Implementation of joint proj-
ects was interrupted. The new system of account settlement
in hard currency caused a sharp reduction in trade between
the two countries. In 1995, the bilateral trade turnover
amounted to mere $83 million’.

Within a few years, Moscow realised that equidistance
diplomacy towards the two Koreas works best for the in-
terests of Russia®. The beginning of the 21st century brought
an improvement to Russian-North Korean relations. A new
intergovernmental Treaty on Friendship, Good Neighborly
Relations and Cooperation was signed in February 2000. The
parties agreed to create favourable legal, financial and eco-
nomic conditions to actively promote the development of
trade, economic, scientific, and technical relations between
them. Russian President Vladimir Putin visited Pyongyang
in July 2000. And North Korean leader Kim Jong II paid two
visits to Russia - in 2001 and 2002. The new treaty laid legal
basis of modern relationship between Russia and North
Korea, and the agreements signed at the summits out-
lined priority areas of future cooperation. In particular, the
Moscow Declaration of the Russian Federation and the DPRK
signed on the 4th of August 2001 mentioned such spheres
of economic cooperation as “reconstruction of enterprises
built by joint efforts particularly in electric energy indus-
try” and “the project of creating a railway transport corridor
linking the North and the South of the Korean Peninsula with
Russia and Europe”.

The current Russian policy is generally assessed as
characterised by a high degree of pragmatism and lack of
ideological approach®. In February 2013, the Russian Pres-
ident approved a new Foreign Policy Strategy for the Russian
Federation. According to this document, Russia aims to main-
tain friendly relations with the DPRK and the ROK based on
the principles of mutually beneficial cooperation. Russia
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