CULTURAL AWARENESS
General Comment for Chapter 8: “Contracting across international borders introduces significant political/cultural considerations into the contracting process.  In many cases, it may not be advisable to seek competition across international borders, if political considerations make the likelihood of contract fulfillment unlikely, especially when significant dollar values are involved.  It is not uncommon for contract deliveries to be hung up in customs if the purchased commodity was acquired from a neighboring country, especially when firms in the host country were participating in the bidding process.  Recent experience has shown that when shipments are hung up in customs, the cost and effort of retrieving such shipments can far exceed the initial contract cost of the contract item. “

 East Asia:  Very little information about Japan or Korea.  CAPT Johnson can provide appropriate information to update.
Recommendation:  Need to include “Market Intelligence” reports for countries where CCO’s are serving or likely to serve.  These could be sourced from DAU CON 234.  Students attending CON 234 are required to prepare “Market Intelligence” reports from open sources available on the internet  .  The Market Intelligence report provides an overview of the local economy, the logistical infrastructure, sources for various commodities and other requirements.  An example below is provided from a “Market Intelligence” prepared for north Korea.

 n KOREA MARKET INTELLIGENCE 

[image: Map of Korea, North]


OVERVIEW

North Korea, one of the world's most centrally planned and isolated economies, faces desperate economic conditions. Industrial capital stock is nearly beyond repair as a result of years of underinvestment and shortages of spare parts. Industrial and power output have declined in parallel. Due in part to severe summer flooding followed by dry weather conditions in the fall of 2006, the nation has suffered its 12th year of food shortages because of on-going systemic problems, including a lack of arable land, collective farming practices, and chronic shortages of tractors and fuel. Massive international food aid deliveries have allowed the people of North Korea to escape mass starvation since famine threatened in 1995, but the population continues to suffer from prolonged malnutrition and poor living conditions. Large-scale military spending eats up resources needed for investment and civilian consumption. In 2004, the regime formalized an arrangement whereby private "farmers' markets" were allowed to begin selling a wider range of goods. It also permitted some private farming on an experimental basis in an effort to boost agricultural output. In October 2005, the regime reversed some of these policies by forbidding private sales of grains and reinstituting a centralized food rationing system. By December 2005, the regime terminated most international humanitarian assistance operations in North Korea (calling instead for developmental assistance only) and restricted the activities of remaining international and non-governmental aid organizations such as the World Food Program. External food aid now comes primarily from China and South Korea in the form of grants and long-term concessional loans. Firm political control remains the Communist government's overriding concern, which will likely inhibit the loosening of economic regulations.

WESTERN DIPLOMATIC PRESENCE IN NORTH KOREA

Practically all foreign embassies in Pyongyang are inside the Munsu-dong diplomatic compound. 
· H.M British Embassy to DPR Korea[3], Munsu-dong Diplomatic Compound, Pyongyang, +850 2 381 7980 (International dialling) (0) 2 382 7980 (Local dialling) There is a Duty Officer rota for out of hours emergencies - to contact use international dialling (+850 2 381 7985 Fax International dialling) email:postmaster.pyonx@fco.gov.uk. GMT:Mon-Fri: 0000-0830 Local Time: Mon-Fri: 0900-1730.* 
· German Embassy[4], Munsu-dong Diplomatic Compound, Pyongyang, +850 2 381 7385. 
· Polish Embassy[5],Tedonggang - Munsu-Dong, Pyongyang, D.P.R.K. phone: +850 2 381 7325, +850 2 381 7328, +850 2 381 7331 fax: +850 2 381 7634 fax/phone: +850 2 381 7637 
· Swedish Embassy[6], Munsu-dong, Daehak Street, Taedonggang District, Pyongyang. +850 2 381 74 85, email: ambassaden.pyongyang@foreign.ministry.se.** 
* The British Embassy incorporates a minor Canadian diplomatic presence, this offers reasonable consular services to Canadian citizens 
** The United States does not currently maintain diplomatic relations with The D.P.R.K, America citizens can recieve limited consular help from the Swedish Embassy (usually emergencies only) 

OUTSIDE BUSINESS PRESENCE IN NORTH KOREA

BANKING AND BUSINESS PRACTICES

There is no official free enterprise activity in north Korea, and all tourist and service facilities are state-owned so the money goes directly to the government of north Korea.

north Korea's government has produced more than $45 million in high-quality fake $100 bills since 1989 and is the world's only state-sponsored producer of the so-called "supernote," 16-year-old probe by the U.S. Secret Service, which is in charge of investigating illegal money production. highly deceptive counterfeit note The north Korean supernotes are considered the highest-quality forgeries

VENDOR SOURCES

The western diplomatic presence in Pyongyang can provide information about the vendor base in north Korea.  NGO’s operating in north Korea are another source of information.  South Korean business concerns operating in the KIZ and other economic zones can also assist.  Seoul will likely be an excellent source for quality and reliable vendors given its proximity to the DMZ and its business and industrial capabilities.

Another source for vendor services are the husbanding services which are provided to ships visiting north Korean ports. A listing of north Korean maritime businesses is provided below.

north Korea’s Maritime Business Enterprises
	¡¡
	Major Business

	Choson Foreign Transportation Co.
	Issuance of permits for foreign vessels entering north Korea

	Choson Daesung Transportation Co.
	Trade cargo handled by Daesung Trade Co.

	Choson Foreign Maritime Business Co.
	Agent business for foreign vessels

	Choson-Poland Maritime Ltd.
	Marine transportation between north Korea and Europe

	Wawoodo Joint Venture Co.
	Operation of refrigerator vessels (a joint venture with a Korean-Japanese)




TRANSPORTATION

	Airports:
	[image: Definition][image: Field Listing][image: Rank Order]
77 (2006) 

	Airports - with paved runways:
	[image: Definition][image: Field Listing]
total: 36 
over 3,047 m: 2 
2,438 to 3,047 m: 22 
1,524 to 2,437 m: 8 
914 to 1,523 m: 1 
under 914 m: 3 (2006) 



	Airports - with unpaved runways:
	[image: Definition][image: Field Listing]
total: 41 
2,438 to 3,047 m: 1 
1,524 to 2,437 m: 20 
914 to 1,523 m: 13 
under 914 m: 7 (2006) 



	Heliports:
	[image: Definition][image: Field Listing]
22 (2006) 


Pyongyang Airport is capable of providing airport services to international flights. DHL provides express delivery service to Pyongyang.  
north Korea's sole airline, Air Koryo[2], currently has scheduled flights from Beijing, which depart at 1130 every Tuesday and Saturday, and return from P'yŏngyang at 0900 on the same days. Air Koryo also flies to and from Shenyang in North East China every Wednesday and Saturday, and to Vladivostok every Tuesday morning. In the Summer there are also flights (usually twice weekly) to Khabarovsk, also in Russia. A shady reputation has resulted in Air Koryo being on the list of carriers banned in the EU (July 2006). China Southern has scheduled charter flights from Shenyang. 



	Roadways:
	[image: Definition][image: Field Listing][image: Rank Order]
total: 31,200 km 
paved: 1,997 km 
unpaved: 29,203 km (1999 est.) 


Fuel constraints and the near absence of private automobiles have relegated road transportation to a secondary role. The road network was estimated between 23,000 and 30,000 kilometers in 1990, of which only 1,717 kilometers--7.5 percent--are paved; the rest are of dirt, crushed stone, or gravel, and are poorly maintained (see fig. 8). There are three major multilane highways: a 200-kilometer expressway connecting Pyongyang and Wonsan on the east coast, a forty-three-kilometer expressway connecting Pyongyang and its port, Nampo, and a four-lane 100- kilometer highway linking Pyongyang and Kaesong. The overwhelming majority of the estimated 264,000 vehicles in use in 1990 were for the military. Rural bus service connects all villages, and cities have bus and tram services. In 1973 an extravagantly outfitted, two-line 30.5-kilometer subway system was completed in Pyongyang.
	Railways:
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total: 5,214 km 
standard gauge: 5,214 km 1.435-m gauge (3,500 km electrified) (2005) 


Railroads, the main means of transportation, had a total route length of 5,045 kilometers in 1990. In 1990 railroads hauled 90 percent of all freight, with 7 percent carried on roads and 3 percent of transport hauled by water. The comparative figures for passenger traffic were 62 percent, 37 percent, and 1 percent, respectively. By 1990 approximately 63 percent of the rail network was electrified, an important factor in improving traction capacity in mountainous terrain. Two major lines run north-south, one each along the east and west coasts. Two eastwest lines connect Pyongyang and Wonsan by a central and a southerly route, and a part of a third link line constructed in the 1980s connects provinces in the mountainous far north near the Chinese border (see fig. 7). The railroad system is linked with those of China and Russia, although gauge inconsistencies necessitated some dual gauging with Russia. The Third Seven-Year Plan targeted an increase of 60 percent for railroad traffic through continued efforts in electrification, development of centralized and containerized transport, and modernization of transport management.
Train services connect to Beijing in China via Tianjin, Jinxi, Dandong and Shinuiju approximately four times a week. There is also a rail link into Russia, but it is currently not used. 

Cities with metro systems: 
· Pyongyang, reportedly the deepest in the world at more than 100 m depth ([1], [2]). 
· Cities with trolleybus systems: 
· Chongjin 
· Hamhung 
· Kanggye 
· Pyongsong 
· Pyongyang 
· Cities with tram systems: 
· Pyongyang 
· Chongjin [3] 
	Waterways:
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2,250 km (most navigable only by small craft) (2006) 

	Merchant marine:
	[image: Definition][image: Field Listing][image: Rank Order]
total: 232 ships (1000 GRT or over) 983,182 GRT/1,370,104 DWT 
by type: bulk carrier 14, cargo 176, chemical tanker 1, container 4, livestock carrier 3, passenger/cargo 5, petroleum tanker 17, refrigerated cargo 3, roll on/roll off 8, vehicle carrier 1 
foreign-owned: 60 (British Virgin Islands 1, China 1, Denmark 1, Egypt 2, Greece 1, India 1, Lebanon 6, Lithuania 1, Marshall Islands 1, Pakistan 3, Romania 11, Russia 1, Singapore 1, Syria 14, Turkey 4, UAE 6, US 3, Yemen 2) 
registered in other countries: 5 (Belize 2, Mongolia 3) (2006) 

	Ports and terminals:
	[image: Definition][image: Field Listing]
East Coast
East Coast: Chongjin, Hungnam (Hamhung), Kosong, Kimchaek, Rajin, Sonbong, Wonsan
West Coast
Haeju, Sinuiju, Sonbong (formerly Unggi), Nampo



Present Status of North Korea's 8 Major Trade Ports 
	¡¡
	Stevedoring Capacity (10,000 tons)
	Berth Capacity 
(1,000 tons)
	Depth (m)
	Major Cargo Handled
	Linking with
	Share in Entire Foreign Trade (%)
	Remarks

	Chongjin
	800
	20
	12
	East Port: general cargo, grains
West Port: coals, steel
	Vladivostok, Niigata
	24.2
	Trade cargo (transit trade via Japan and China). Cargo from Kimchaek Steel Mill. Linked with Russia with railroad

	Nampo
	750
	25
	11
	Coals, cements, sundries
	Inchon, Shanghai, Dalien, Mid-east, Africa, Europe
	28.9
	West Sea Floodgate, Pyongnam Highway

	Heungnam
	400
	20
	11
	Fertilizers, Magnesia clinker
	¡¡
	11.5%
	Gateway to North Korea¡¯s largest chemical industrial complex.
A 30,000- ton capacity pier is under construction.

	Rajin
	300
	15
	11
	Coals, fertilizers, timber and sundries
	Sokcho, Pusan
	9.3%
	Linked with Russia with railroad. A transit port for cargo between South Korea and 3 provinces in northeast China.

	Haeju
	240
	10
	10
	Cement, ore
	¡¡
	9.8%
	Inner port: domestic cargo 
Outer port: trade cargo

	Seonbong
	200
	5
	7
	Crude oil, petrochemical products
	¡¡
	10.6%
	A port specializing in crude oil. Undersea pipelines are connected with Seungri Chemical Co. and Seonbong Thermal Power Plant

	Wonsan
	169
	10
	7
	Cement, Marine products
	Vladivostok, Shimonoseki, Niigata
	2.8%
	Connected with Pyongyang-Wonsan-Mt. Kumgang Highway

	Songrim
	100
	15
	11
	Iron ore, coals
	¡¡
	2.9%
	Pier for trade port. An exclusive pier for Hwanghae Steel Mill.


[bookmark: West_Coast]Water transport on the major rivers and along the coasts plays only a minor, but probably growing, role in freight and passenger traffic. Except for the Yalu and Taedong rivers, most of the inland waterways, totaling 2,253 kilometers, are navigable only by small craft. Coastal traffic is heaviest on the eastern seaboard, whose deeper waters can accommodate larger vessels. The major ports are Nampo on the west coast and Najin, Chongjin, Wonsan, and Hamhung on the east coast. The country's harbor loading capacity in the 1990s was estimated at almost 35 million tons a year. In the early 1990s, north Korea possessed an oceangoing merchant fleet, largely domestically produced, of sixty-eight ships (of at least 1,000 gross-registered tons), totaling 465,801 gross-registered tons (709,442 deadweight tons), which includes fifty-eight cargo ships and two tankers. There is a continuing investment in upgrading and expanding port facilities, developing transportation--particularly on the Taedong River--and increasing the share of international cargo by domestic vessels. 
There is an unscheduled cargo-passenger ship between Wonsan and Niigata, Japan. Only available for use by some Japanese and north Korean nationals, the boat service has been suspended indefinitely due to north Korea's reported nuclear testing; Japan has banned all north Korean ships from entering Japanese ports, and have banned north Koreans from entering the country. 




ECONOMY
	GDP - composition by sector:
	[image: Definition][image: Field Listing]
agriculture: 30% 
industry: 34% 
services: 36% (2002 est.) 

	Exports - commodities:
	[image: Definition][image: Field Listing]
minerals, metallurgical products, manufactures (including armaments), textiles, agricultural and fishery products 

	Exports - partners:
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China 35%, South Korea 24%, Thailand 9%, Japan 9% (2005) 

	Imports:
	[image: Definition][image: Field Listing][image: Rank Order]
$2.72 billion c.i.f. (2005) 

	Imports - commodities:
	[image: Definition][image: Field Listing]
petroleum, coking coal, machinery and equipment, textiles, grain 

	Imports - partners:
	[image: Definition][image: Field Listing]
China 42%, South Korea 28%, Russia 9%, Thailand 8% (2005) 

	Economic aid - recipient:
	[image: Definition][image: Field Listing]
$NA; note - approximately 350,000 metric tons in food aid, worth approximately $118 million, through the World Food Program appeal in 2004, plus additional aid from bilateral donors and non-governmental organizations 



	Agriculture - products:
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rice, corn, potatoes, soybeans, pulses; cattle, pigs, pork, eggs 

	Industries:
	[image: Definition][image: Field Listing]
military products; machine building, electric power, chemicals; mining (coal, iron ore, limestone, magnesite, graphite, copper, zinc, lead, and precious metals), metallurgy; textiles, food processing; tourism 



north Korea, one of the world's most centrally planned and isolated economies, faces desperate economic conditions. Industrial capital stock is nearly beyond repair as a result of years of underinvestment and shortages of spare parts. Industrial and power output have declined in parallel. Due in part to severe summer flooding followed by dry weather conditions in the fall of 2006, the nation has suffered its 12th year of food shortages because of on-going systemic problems, including a lack of arable land, collective farming practices, and chronic shortages of tractors and fuel. Massive international food aid deliveries have allowed the people of north Korea to escape mass starvation since famine threatened in 1995, but the population continues to suffer from prolonged malnutrition and poor living conditions. Large-scale military spending eats up resources needed for investment and civilian consumption. In 2004, the regime formalized an arrangement whereby private "farmers' markets" were allowed to begin selling a wider range of goods. It also permitted some private farming on an experimental basis in an effort to boost agricultural output. In October 2005, the regime reversed some of these policies by forbidding private sales of grains and reinstituting a centralized food rationing system. By December 2005, the regime terminated most international humanitarian assistance operations in North Korea (calling instead for developmental assistance only) and restricted the activities of remaining international and non-governmental aid organizations such as the World Food Program. External food aid now comes primarily from China and South Korea in the form of grants and long-term concessional loans. 
Firm political control remains the Communist government's overriding concern, which will likely inhibit the loosening of economic regulations.


COMMUNICATIONS


	Telephones - main lines in use:
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980,000 (2003) 

	Telephone system:
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general assessment: NA 
domestic: NA 
international: country code - 850; satellite earth stations - 1 Intelsat (Indian Ocean) and 1 Russian (Indian Ocean region); other international connections through Moscow and Beijing 



As for computer use in north Korea, the proliferation of desktops and laptops is far from high. In addition, Pyongyang has made clear that the Internet is available for only several thousand people who have been approved to be connected and already have a phone line with international connection.

REAL ESTATE

Western diplomatic experience suggests that even the most desirable properties in north Korea fall well below Western standards.  Electrical service is unreliable and subject to rationing.  Many buildings do not have reliable heating let alone air conditioning services.  north Korea does not appear to have a large inventory of available office or commercial buildings.  north Korea has been working to entice foreign business interests to set up shop in north Korea.  Aside from the Kaesong Industrial Zone, north Korea has not had any notable success in doing so.  Securing required real estate or office space would likely require use of trailer type buildings, pre-fab construction or conversion of existing buildings in north Korea.  

UTILITIES

	Electricity - production:
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21.71 billion kWh (2004) 

	Electricity - consumption:
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20.19 billion kWh (2004) 

	Oil - production:
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138.5 bbl/day (2004 est.) 

	Oil - consumption:
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25,000 bbl/day (2004) 

	Oil - imports:
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22,000 bbl/day (2004 est.) 

	Pipelines:
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oil 154 km (2006) 



POPULATION / LABOR FORCE / EDUCATION / CULTURAL CONSIDERATIONS
The cultures of the two halves have diverged following partition, even though traditional Korean culture and history are shared. In addition, many families have been split by the division of Korea. The cultural divergence is often compared to the German experience.  The north Korean population is far more culturally distinct and isolated than the East German population was in the late 1980s. Unlike in East Germany, north Koreans generally cannot receive foreign broadcasting, read foreign publications or travel overseas. north Korea's own system of political repression includes forced labor in a network of prison camps where an estimated 150,000 to 200,000 persons are incarcerated. north Koreans forcibly returned from China may be subject to hard labor in prison camps operated by the government. The Berlin Wall lasted for 28 years, while Korea has been divided for over half a century. Their totalitarian society has not engendered its citizens to develop initiative or a broader awareness of the world, let alone the skill sets needed to live and work in a modern economy. Autonomous religious activities in north Korea is believed to be now almost nonexistent; government-sponsored religious groups exist to provide illusion of religious freedom.


	Labor force - by occupation:
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agriculture: 36% 
industry and services: 64% 

	Religions:
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traditionally Buddhist and Confucianist, some Christian and syncretic Chondogyo (Religion of the Heavenly Way) 
note: autonomous religious activities now almost nonexistent; government-sponsored religious groups exist to provide illusion of religious freedom 



MEDICAL FACILITIES AND HEALTH INFORMATION
Persons with medical problems should not travel to north Korea.  For decades, medical facilities in the DPRK have suffered from a lack of resources and electricity, as well as inadequate and often outdated skills among the medical staff.  Hospitals in Pyongyang can perform basic examinations and lifesaving measures but functioning x-ray facilities are not generally available.  Surgery should be avoided.  For accidents outside Pyongyang, transport back to the capital can be a lengthy trip without medical assistance.  Persons requiring regular medication are encouraged to bring sufficient stocks of drugs for personal use since most drugs are impossible to obtain locally.  Hospitals will expect immediate U.S. dollar cash payment for medical treatment.  Credit cards and checks have not been honored in the past, according to diplomatic personnel stationed in the DPRK.  Medical evacuation to Beijing can be arranged by the Swedish Embassy within approximately 5-10 hours.  Local DPRK hosts are often not aware of available evacuation options and might claim that no such options exist.  In case of serious medical problems, it is important to insist on immediate contact with the Swedish Embassy.
All necessary vaccinations should be administered prior to traveling to north Korea.  Vaccinations recommended and disease prevention information for travelers are available from the Centers for Disease Control and Prevention’s International Travelers’ Hotline, which may be reached from the United States at 1-877-FYI-TRIP (1-877-394-8747), via its toll-free autofax number at 1-888-CDC-FAXX 1-888-232-3299), or via the CDC Internet site.  In addition, travelers with special dietary requirements are advised to bring food with them to north Korea, as the restaurants available to foreigners may have limited menus that lack variety and nutritional adequacy. 
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