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T719%2F 1.900600014] -1.16%%} -3.17%% 3H=Sleh ole AR 5k
NAATE Bk bl d4lo] e Fatol it FAE HE §83
O 7 o] FolX|A| Fahal Ut AMEES HojFEthal st
mx|eko 2 TR S=-2382] GNI A0 WEE 71 X o|F
B3Le v 11 2063 (AT 0.92%) 2] A 23 AAol] M= ok
ol o] 2] 1093t Wl 4.1%~15 206(AB T 9.75%) 2] =&
AAGAES BRI A Z UZE olEt) vSo] T FAGE
2 E5IE = YA NG 27] 1093 ANEY STHIE 715504
o Egke] AARAES MY 27] 1087 2 AAME Bola gl
o}

1= 7.1 ZA7}F Aojdiv= Wuet Sk shaloh
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MK o o
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~
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Ol

T2l 41, JHE £7| 102t S5t} S20| HKEE 0|
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16
14 e
1§ }/// \\ L —
1 —— —
° — = AN
~ ~ N\
=~ N\

t1 t2 t3 t4 t5 t6 t7 t8 t9 t10
1.2 1.8 2.1 3.8 -1.0 -1.2 3.1 -0.9 -0.5 0.8

ot

=
=
== 7.8 5.2 9.1 10.9 15.2 13.5 8.8 11.6 113 4.1

F 1) 7he A AAREE FAA.
2) t1: B3 200289, -2 1930\,
A}&: National Bureau of Statistics of China, [Online] (FAAY: 2015, 7. 27); =288 AASAA 2
&, [Online] (FAY: 2015, 7. 27).

HA% oot M Asigl= 2xi2 51



2. NYS7IeS BA9] Bee dAVdEs

7.1 4] o] EAAE S Ao vxEEle AAEEC
AAS7HS A8 eIl ok ARelth 7.1 24 o]F 200514
713¥oll B3k GNI= A%t 0.75%9] AZ3E AAAIE Bl v Al
A 11L.05%E F2 F7HIE FA o FAH o2 AvRH,
53] M2 1994 4169 Y& AHO = 1998\ 198A7HA] 38Tk
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1020% =02 FEtT 1998 AU Hd EW 0|5 7HsE9|
FiRAog 38y AMS gt BRIk

38! 4-2, =5t ArEEET GNI(PPP 71E) S|
(&9 o 22, %)

450 8.00

- 600

b o400

F o200

-2.00

-4.00

-6.00

0 T T T T T T T T T T T T T T T T T T T T T T 7T '800
I R A .
0 W W o ) M W M wWow QO 0O 0O 0O 9O 9 09 9 9 9 9O 09 9O 9O 09
m\s\smkﬂ\s\sm\ﬂ\ﬂDDDDEDDDDD’—""'—"—"—'
L I e L " e - B N = N L A T L e R = e L )

 AAEEE G, 2&) =——FPRR7|E GNI(Y H3, EE)

Atg: G A SAA 2, [Online] (FAY: 2015, 7. 27).
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(2001 2169 4,0008F & — 200413 1359 9.

0] % 2005\ AHFE 2014371 Eghe] A2 A+ 11.05%2] 7
E A3 A7)o= 7.1 ZA|olA 7199 RIS i A=A
A7VEEE 2005 3FE A I7el] SRS 3 A% dFE VA
A TH20060d AMYHFE 1Y), [F 420004 B50] 71 A2 BEAJAL
SR F- SR E)Y ol SE(=m7PIdolSa+ @5 TA0ISE), A

B ANEAREE 2 =7Pdia 59 AlYe] Anka o g S7ish
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1) 19979, 2002-03d Al WPEEE 2004 o]F AR 7.1 AR FA7EA 25H]
Zhoksta] o] MR Sk 20108 o] F ake F3hH Sk
2) 2012 °]F Y- HE FAL Y5 o120l AFe FAHAE nlEez A4z
(2015) p. 89 S7H&F JAES ol 83t 4.
M8 199720073 BLATLQ009), p. 102 200852 TN, p. 5 2010~11F2 B1YF 22012,
p. 22 2012~14'3-& 243(2015), p. 8, [Online] (AL 2015, 11, 15).

72) A7 1901d FAY F AU T] 46.5%, 717190l Fo] 39, 1%2 HA| Al
9] 8.8 AT YFE(2008), p. 218,
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Fo] HolA| k= A& o] §EEL2 AT AT e 719015
ol Z3HE A7) wiFo]t} 73 A 20113 d A el F281a 2012
W daHRE] R E AT
7.1 X vl AT o8-S Tt o]& M FE)
Aol o]t &= H& oA FRIEUTE webA] =7} Al
E& T7ME A, v TE A3 e A S EdE W
FsH= AolAY, EA HIATREA AT E(TTFEd- F5D) e
o]Z¥ o]fo] FAAINE W A AR-FAA WA AL

f

B 42 S5 S=E MY A 5712(2003~14)

(1 %)
ol =E71Y  EsHH | A | A Bst A;til Tt It
U= 053 U= o432 ME8= 2@z | T

2003 5.0 3.3 - - 3.7 6.7 - -
2004 16.5 - - - - - - -
2005 13.5 8.4 - - - 3.0 - -
2006 7.2 23.2 - 1.8 120| 1410 | 1.7 0.9
2007 6.4 45 - 9.6 154 | 151 - -
2008 47 0.4 - 2.6 3.1 1.1 - -
2009 5.8 3.1 - 6.1 3.6 1.6 - -
2010 7.7 4.2 - 25 2.0 1.9 - -
2011 - 3.8 - 1.4 0.7 0.4 - -
2012 10.7 5.3 7.5 23 1.9 1.7 - -
2013 6.0 5.3 3.5 2.8 3.4 - - -
2014 7.9 48 4.5 - 9.5 5.1 - -

kg 2003~08d HIOTHE Z3E(2011), p. 6 2000~121d HolH= BEF 9)(2012), p. 23;
2013~143 EloEl = H4Y(2013), p. 3 AL

73) B3] (ARE ) ol Wad, A dig) L9 Al ATl A
+G5h= AL Al 7&/\%%»9} I7PEES ok gtk A4
FYells AR, F7PdEE Qo ZYgagolu oke] BAluld] S =k
HERAAAoA ol B2l 49, AdA Sukale) el g2 200 B0 234
o AL oA HoERl Y9 75-85%E H7IYolSFoE AR
wRs} $719(2010), p. 138,
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74) AFH-0]271¢] AP wEd B34 109 G2 BA A AAZ sFadst
7P 2 RS Tav-22]-sEicpe AFE 719E 0.2, T8
(0.27%), - A EA13H0,22%), 73340.2000), 71+ 7k~ 50,19%), 3F4(0.18%)
o)t} 4lE3- ©]471(2014), pp. 58~62.

TAA A7} 17370 v X Gl thaiAs Ale] A} 7)3m&
< A3k AuAs AAEME FA4A A I BXRE AQlZ stap
WellMe 3nlE 2389 F3AES] g7t FEFEE AEFo 2N Y
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UZEA 7=, UTHEE A9 Y=, FERE VA E4 v E8F ABA|
=9 HIFE Fol AXEY FAHZ E2E FErE A Ve 2 A
A 3, A A 2 wS-F-, kRE A Sol AAE Ak 1
o} o] B} FAIH o= oA YRS AR, TJElA o= B a3
o} 3AF 53} F o= Aol ¥ & AMA = UHRE gE bl §lth J7E
(2000), pp. 4~18.
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[3E 431 B3l TAZOZ AHEA 71 X A3HE sEE 2
AR A7 Bk B SHE-S 247} 49 6v ¢ 25, 6 &2t 71 BiS
7H&o] 242} 165.4%%F 85.4%l BRtE 18 SlEViE 2S5 2013
W /427 17EA A 2k 9 8he-2 217} 303u 9} 232,687 &2} 7
B Hasrheo] £8 22t 2331.1%9) 1,789.5%00 B3 A0 2 Ueh}
I QY Wi gest A Agke] e 7.1 22 ASHE S0

AZ7A 1,98 &2 £71E BHS7HEC] 6.5%, SHNE 2 SHE
2013\ /4587 17HA= 1,38 &2 2718 Fds7HEol 10.0%E 7153t
o B o R e FTH-S V1S3 f&% 2013 1/487] o]F &VH
(20151 2/4 F7)7FA= A7 2K, SHH %) 2 380,941 35)
T 4tdoZ eHgso] Q= AL & - ok ™Y o) ?‘ﬂ_*o@l

H 4-3. St A2 AIY AElE 8458

= 71zt ] % Jgéz Ié(%)
71 23 AN 1A 25.6 | 25620 85.4
IS SN 2520133 1/487) 232.6 | 23263.0 1,789.5
20134 1/4871~20153 2/4 £7] 0.9 91.0 9.1
ugr 7.1 22 A3-sHMNY 2x 49.6 | 4962.2 165.4
(215h slEANE 2320131 1/4%7] 303.0 | 30,304.5 2,331.1
20134 1/4%71~20151d 2/4 £7] 0.8 77.3 7.7
it 7.1 22 A3Z-gHhsd A 1.9 193.7 6.5
(%;3) NS AE2013d 1/4827] 13 130.3 10,0
2013 1/4%71~20154 2/4 71 0.9 85.0 8.5

T gt Aigs d8st AR 219l 7.1 22 A AAe F 300 &1,
slEZNE 220139 14871 F 1370 £71, 2013 145715 20153 2487 17HA =

F 107 &71= ALk
A8 2000 17487120003 347715 @1%*(2010) p. 133 2009 4/4%7] ©]F= Daily NK
[Online] (FAMY: 2015, 7. 27)9] FKPE- A8 Al 2738 dlolHE Hoste] 24,
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76) H9(2007), pp. 32~35.

77) IR = 2003 5€ 195E 20139 42 10€97H4] 1008 9212 5009, 1,000
4, 5,008 T Al TF7F 2, o2} Qe FHA Ao =Z 1 000d ES
TAS 4915 B3 Al 7Y, 252 27 s 352 19HY, 452 50009, 652
30009, 762 200098 AFshs Walolth, TR A7) AR -2 wdA|A
o2 ZAE MY ot 53} Sl Elo]) FEPY o E HRlth T3 7Y

3 TAE sl w53 A3l FHE ol THSIRE TAE Tl gt

AT A4 Jokar gt} x5k X F7HA] g R F3o] o] FoiX|A] Agith=
U= Y1 e AAeltt, AW ddsid 45 &3] 9=t (2007, 12.

12).
78) ©]gF(2012b).
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53R sz go] Aujigl o]% 20108 s HE] OA BANY
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FTUE AT YTF AN 012, 4 BEAE 5 57, 2013, 4 WA
Zg] AFY) o2 BASEL, IAY AFE011. 12)S AEafA= W)
zhol| 25738 FEe] A w7 dS 90 R she AAlAE A
TFE 7 W8-I EA1E A7skr] Al&etdiths? vea= e
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2008~1039= @ 2~3740] B3l on) 2011d9E g2 Utk o9&
(20122), p. 4.
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Executive Summary

A Reassessment and Prospect of Economic
Reform Policy in North Korea:
Focus on the Connection with Military-First
Economic Policy

LIM Sooho, CHOl Yoojeong, and HONG Seokki

2015 marks the 13th year since the implementation of the July 1st
Economic Management Improvement Measure (2002~2003)". Although the
July 1st Measure' was the most radical reform package in the history of
North Korea, it has been estimated that the North Korean regime sought
to abolish the Measure during the reactionary anti-reform period (2006~
2009). However, the North Korean regime revived the reform package
beginning in the second half of 2010 following the establishment of the
Kim Jong-un regime,

To understand the exact nature of the ‘New Measure for Improving
Economic Management and predict its future direction, it is necessary to
grasp the correlation between the strategic fields (defense industry and core
heavy industry) driven by the government plan and non-strategic fields
(light industry and local industry) driven by the market, This research
considers ‘Military-First Economic Policy as the determinant of this
correlation, It reassesses the North Korea's economic reforms of the 2000s

by analyzing its achievements and limitations, and provides forecasts on



the direction of economic policy of the Kim Jong-un regime,

The July 1st Measure represents a core policy for the support of the
‘Military-First Economic Policy’ which is Kim Jong-il's long-term strategy for
rebuilding the economy(Building the Strong and Prosperous State’). In
other words, to concentrate insufficient resources to the strategic field,
North Korea could not help increasing autonomy of non-strategic fields not
to commit additional resources there; also, the Measure was implemented
to move surpluses occurring in the non-strategic field to the strategic field,
In this sense, the July 1st Measure can be characterized as two-tracking
of the economy involving reinforcement of planning mechanism in strategic
fields and marketization in non-strategic fields.

The July 1st Measure and successive radical reform experiments of the
Park Bong-joo cabinet (2004~2005) intensified the marketization of the
North Korean economy by combining institutionalization of the market
mechanism with autochthonic marketization from the ‘grassroots,” However,
this led to a problem where, at one point, the marketization exceeded the
scope initially intended by regime, Especially, the capital of the so-called
donju(capitalist) was spread throughout the state enterprises, leading to
widespread, de-facto privatization, This prompted the North Korean regime
to constrain implementation of the July 1st Measure during 2006~2009, Also,
Currency Reform was promoted at the peak of this anti-reform period, in
late 2009. However, it was actually not an attempt at abolition of the
market. Instead, it should be regarded as an attempt for restoring a situation
where the market would be more manageable, The basic framework of
the July 1st Measure including reduction of the planning mechanism and
expansion of market mechanism, especially in company management,
remained intact, Coexistence of planning and the market is an inherent

demand of the Military-First Economic Policy, In this sense, the move



toward preparations for New Measures for Improving Economic
Management immediately following the failure of Currency Reform was the
logical conclusion,

Yet, the outcome of the July 1st Measure was decidedly negative, as it
only led to side effects, First, there was almost no improvement of
productivity in both strategic and non-strategic fields save for the defense
industry; mainly due to the excessive exploitation of the non-strategic field
by the strategic field. More specifically, surpluses from the former were
siphoned off to the defense industry, In addition, the excessive supplying
of currency prompted an inflation tax which meant a penalty for those held
on to their cash during high inflation, As a result, a vicious circle of ‘rapid
increase of money supply — inflation —>rise of exchange rate — inflation’
became entrenched.

In this respect, one can infer that the stabilization of market price and
exchange rate after 2/4Q of 2013 is related to the change of North Korea's
currency policy. It appears that North Korea has been reluctant to artificially
increase currency supply since the failure of its Currency Reform, Moreover,
the dollarization seems to contribute to the stability of exchange rate and
price level ironically, However, as dollarization also means the weakening
of government authority over the economy, it is more likely to pose a threat
for the stability of the regime in the long run,

Kim Jong-un regime has promoted economic reform package (New
Measures) from the beginning of 2012, The measures include downscaling
businesses operated by the party and the military, and transferring them
to the cabinet; thus strengthening the cabinet’s authority for economic
control, Tt also bolstered the autonomy of factories, company and collective
farms (plan mechanism is downscaled and market mechanism expanded),

and newly established a number of special economic zones/local



development zones, In particular, the increased autonomy of factories,
companies, and collective farms can be regarded as a revival of Park
Bong-joo’s radical experiment from 2004 to 2005. Some suggest that the
new reform measures are similar to past reform and opening up policies
of China in early 1980s’,

At present, the main problem of the reform lay in financing, In order
to avoid another inflation, there is no other way but eamest financial reform
and North Korean authorities seemed to have understood the fact very well,
The regime is trying to centralize the accumulated capital by developing
financial instruments and encouraging credit cards, However, these
measures have proven inadequate in resolving the people’s distrust of the
financial system with those limited attempts,

For successful economic reform, North Korea has no alternative but to
implement full-scale financial reform including establishment of a
commercial bank, However, financial reform cannot be promoted simply
by establishing commercial banks and introducing interest rates, Although
the speed of reform could be controlled, it would mean abolition of current
dual price system corresponding to market supply-demand, In this regard,
the current system of cashless distribution also needs to be abolished, In
other words, the regime has to implement fundamental reforms in the
financial sector and of the price system to the point of actually
decentralizing the planned economy, As the dual track strategy is an
inherent condition of the Military-First Economy, the future of new reform
policies depend on how far the Kim Jong-un regime can move beyond
the strictures of a military-first economy.

At this point, it is worth paying attention to the Policy of Parallel
Development of Economic Development and Nuclear Arming (hereafter

Byungjin Line) that the Kim Jong-un regime adopted on April of 2013, North



Korean authorities assert that this policy is designed to concentrated
resources to the civil economic sector freezing defense budget. In this
sense, Byungjin Line has possibility of either relaxing or abolishing the
Military-First Economic Policy,

The relaxation or abolition of the Military-First Economic Policy, however,
has an important precondition: North Korea's international —security
environment must be improved, Because of unstable external security
situation, North Korea’s nuclear ‘deterrent’ actually has a chance to spark
an arms race, which would demand even more investment in national
defense. So, the Byungjin Line does not necessarily mean North Korea
would promote nuclear armament unilaterally, but likely is an ‘open-ended
policy with the possibility of freezing nuclear development if the
international community accepts their requirements (to accept North Korea
as a nuclear power; official diplomatic relations and peace treaty between
North Korea and the U.S.)

The problem is that the international community demands that the
nuclear issue should be resolved first before international relations as it
relates to North Korea can be improved, As for North Korean regime, they
insist on improved relations before resolution of the nuclear issue,
Therefore, North Korea’s developmental strategy and concomitant reform
policy seem to depend on how this chicken-and-egg dilemma can be
solved.
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