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Analysis of Trade Distance of Korea through Trade Function based on
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Abstract : The purpose of this study is to measure the border effects between South Korea and North
Korea. The export functions are estimated using World Input-Output table data and distance data.
The result showed that South Korea’s exports were proportional to the output of the importing
country and inversely proportional to distance between South Korea and importing country. The
border effect was found when South Korea exported to North Korea. In addition, the distance
elasticity of South Korean exports gradually decreased from 1990 to 2015. It implies that the effect of
distance is relatively reduced, while other factors that affect exports are increased between South
Korea and the importing country in the case of Korean exports. Finally, the trade distance was shorter
when South Korea exported through a third country that had less border effect with North Korea than
it did directly to North Korea. This suggests that it would be more efficient to export through a third

country if South Korea exports to the North Korea,
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