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 Inevitable Reform?
 The Politico-Economic

 Choices Facing North Korea
 Under Kim Jong-Un's Rule

 Hanhee Lee

 Structured Abstract

 Article Type: Research paper
 Purpose - Economic reform in North Korea is a controversial issue. Previous

 studies have frequently considered reform likely or unlikely. However, the country's

 ideological position and practical politico-economic problems, which together form
 a basis of potential reform, are seldom incorporated into the discussion.

 Methodology - This paper analyzes some of the historico-institutional limits
 and critical politico-economic failures of the regime, which simultaneously serve to
 weaken Kim Jong-Un's hold on power. The paper highlights the potentialities for
 reform found in North Korea's own ideological framework, while demonstrating
 some of the recent and practical signs of policy change. As a result, the paper focuses

 on analyzing the reasons that serve to make this decision inevitable.
 Findings - This paper finds that economic reforms are feasible. However, their

 scope and intensity will be limited. They will also be much less substantive than the
 international community's expectations, primarily because of the domestic politico-
 economic climate and the state's ideological character.

 Practical Implications - The analysis provides a historical and contextual frame-
 work through which economic reforms in North Korea can be considered.

 Originality- This paper draws on experience gained from a decade of diplo-
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 matic missions to North Korea, while bolstering these experiences with archival
 research.

 Key sords: economic reform, Juche, Kim Jong-Un,
 Kyo-Shi, North Korea, Suryong

 Introduction

 North Korea, one of the last surviving communist states in the world, has been
 plagued by economic difficulties since its creation. According to the Ministry of
 Unification of the Republic of Korea, the official economy of North Korea is effec-
 tively paralyzed, while the unofficial economy is rapidly expanding.1 Moreover, in

 spite of Kim Jong-Un's (scripted) rise to power in 2012, North Korea's economy has
 yet to show any significant sign of recovery, even though it has been a key project
 of his administration. According to the Bank of Korea,2 the annual economic growth
 rate for the country remained, on average, a mere 1.18 percent between 2001 and
 2011, with a recorded growth of 1.3 percent in 2012. Furthermore, there has been
 little sign of positive change or growth in the industrial sector.

 Using this issue as a springboard, this paper explores the idea that Kim Jong-
 Un's regime will, in all likelihood, be forced to carry out considerable economic
 reforms. However, the numerous failures of the North Korean regime limit the

 Graph 1. Economic and Industrial Sector Growth Rates of North Korea
 (Unit: Percentage)

 Source: Bank of Korea (ROK, 2014)

 Inevitable Reform Ì 83

This content downloaded from 198.91.37.2 on Thu, 02 May 2019 04:40:48 UTC
All use subject to https://about.jstor.org/terms



 power and choices open to Kim Jong-Un, which are necessary for reform. Conse-
 quently, it is argued that both the potential scope and intensity of the reforms will
 be limited, ultimately falling short of what the international community expects. In
 analyzing these dynamics, the paper will investigate both the critical weaknesses of
 Kim Jong-Un's regime- from a historical and institutional perspective- and the
 fatal failures of the contemporary North Korean state that have cumulatively served

 to make these reforms necessary. Indeed, this paper outlines a theoretical basis for
 economic reform in the country that reflects its deeply entrenched socialist perspec-

 tive, and which can be practically implemented. However, both the domestic politico-

 economic climate and the seeming immovability of the state's ideological character
 work to exclude the possibility of full-scale reform.

 Janos Kornai argues that in a socialist system reform is "any change that per-
 manently and essentially alters at least one basic attribute of the party and its dom-
 inant influence over party ideology, position or ownership . . . without completely
 changing the system."3 With Kornai's definition in mind, and by further drawing
 on the classification of economic systems developed by Gregory and Stuart,4 this
 paper employs a specific and original definition of economic reform- economic
 reform is constituted by policies that are specifically directed towards improvements

 in economic efficiency and productivity by making focused changes to any decision-
 making structure, resource distribution and coordination mechanism, or ownership
 and incentive system.

 Even in articulating what economic reform is, the question of why a dictatorship,

 such as the regime in North Korea, should undertake such changes remains unan-
 swered. Indeed, it seems apparent that a close calculation of gains and losses, rather
 than politico-economic reform in itself, is a key driver for change. North Korea has,
 since its formation, both developed and rigorously implemented an idiosyncratic
 version of Marxist theory, creating numerous politico-economic principles and pol-
 icy measures that together form the Juche ideology. These principles and policies
 are themselves supported by a multitude of instructions and prescriptions that serve

 to idolize the "Supreme Leader," Kim Il-Sung, and the "Dear Leader," Kim Jong-Il.
 Together, their thoughts, instructions, and guidelines have been issued as Kyo-Shi

 or what might be thought of as royal declarations. The authority of the
 numerous Kyo-Shi is justified and strengthened by their «inclusion in the doctrine
 of Suryong ("Éí^ltsft or This precept (which is hereditary and was last
 conferred on Kim Il-Sung) bestows on the leader infallibility, thus legitimizing their
 rule as ordained while simultaneously preventing the possibility that they can com-
 mit errors. However, their subordinates do not possess such powers, and become
 the immediate and obvious sources of any failure or mistake. Importantly, Kim Jong-

 Un has not yet been inducted into Suryong, , nor has he developed the same level of
 authority and legitimacy as his forefathers. Consequently, what choices he ought to
 make, if he wishes to continue his rule, are of contemporary importance.

 The most important individual elements necessary for economic reform in
 North Korea have been long debated. Previous studies on the subject have tended
 to focus on the actual potential for reform,5 how to balance the practical changes
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 needed to improve the domestic economy with the burden of military prioritization,6
 the economic reforms of China and Vietnam and their application to North Korea,7
 and, more generally, have compared economic reforms undertaken by transitional
 economies in the Eastern bloc (and their implications for North Korea).8 Previous
 studies have argued that economic reform in North Korea remains unlikely, yet sel-
 dom are either North Korea's politico-economic limitations (which necessitate the
 need for of economic reform in the first place) or the potential for reform found in

 its own ideological framework considered. This paper aims to bridge this gap in the
 academic literature.

 Linz and Stepan9 have developed a regime categorization methodology that can
 be used to assess the likely paths a state may take in its transition. Pertinently, they

 argue that in a sultanistic regime the whole of society is subject to the despotic inter-
 ventions of the leader. As a result, pluralistic forms of diversity do not exist. More-

 over, the sultan may create· a ruling ideology and will often use physical force in
 exercising power. On this basis, both Linz10 and Saxonberg11 have individually elab-
 orated on the structure by arguing that totalitarian regimes base their power on the

 belief that they are on a messianic mission for which they frequently develop total-
 izing ideologies. Political alternatives and critics are often eliminated through mass
 terror and by harnessing the monopoly of the control over communications. North
 Korea's Kim family has frequently demonstrated these qualities.

 Indeed, the politico-economic destiny of the North Korean regime seems to
 hinge on the level of loyalty shown to the regime by both the elites and the people.
 For clarity, when loyalty is discussed here, it is used in its practical guise- in that
 loyalty may generate actions by those who are ruled - rather than those more pure
 definitions used in other disciplines.12 The following four scenarios, illustrated in
 figure 1, can schematically represent this.

 Taking into account these four scenarios, the current politico-economic position
 of the North Korean regime most accurately corresponds to the scenario of defection

 which is primarily characterized by a diminished level of loyalty from the masses
 and diminishing levels of loyalty from the elite. If so, then the present regime may
 be feeling pressurized, especially if the current status quo were to further degenerate,

 which could then result in a coup ďétat or the actual collapse of the state. According
 to Saxonberg, a communist regime is likely to lose power if it loses or does not have
 ideological legitimacy, and will subsequently be pragmatically rejected by the people.
 He further argues that the concomitant problems of economic stagnation, ideological

 illegitimacy, the failure of economic reform, and revolution itself have all played a
 role in the downfall of a number of communist countries in Eastern Europe. Bueno
 de Mesquita et al.,13 argue that a coup d'état is an action intended to improve the
 welfare of members of the winning coalition. This paper argues that the downfall of
 totalitarian regimes, such as North Korea, are likely to result in a coup d'état or col-
 lapse if the levels of loyalty shown by the masses and elites further diminish. This
 is in line with the analysis of Saxonberg and Bueno de Mesquita et al. Good examples
 of the scenarios of coup d'état and collapse are found in cases from Burma in 1962
 and the Arab Spring that began in 2010. In comparison, Saxonberg argues that once
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 Fig. 1
 Loyalty Level of the Elite

 ik (+)

 Defection Status Quo

 .

 (_) (+) the People

 Collapse Coup d'état

 ,r H

 Figure 1. Four Feasible Scenarios Highlighting the Destiny of the North Korean Regime

 Status Quo: The loyalty of both the elite class and the people remains stable. Consequently, the
 status quo is maintained.

 Coup d'état: The loyalty of the people is kept high, whereas that of the elite decreases. Accordingly,
 the possibility of an internal conflict increases.

 Defection: The loyalty of the elite is kept high, whereas that of the people decreases. Hence, the
 possibility of defection, including mass exodus, increases.

 Collapse: The loyalty of both the elite and the people decreases. The possibility of absolute collapse
 becomes feasible.

 the regimes enter a stage of early post-totalitarianism, the possibility of reform arises,

 as seen in Poland under Gomutka, Hungary under Kádár, and the Soviet Union
 under Gorbachev. Using general loyalty levels as a marker, one can derive another
 four feasible scenarios that may influence the politico-economic future of North
 Korea, as illustrated in figure 2. In this relational framework, the loyalty of the people,

 the political influence of reformists in the elite classes, and the strength of justifica-

 tions for the continuing dominance of the military are all considered. The above
 cases from Poland, Hungary, and the Soviet Union may correspond to political
 movements from S2 to S3.

 With direct regard to North Korea, Saxonberg14 argues that "the Dear Leader
 faces the problem that any serious reforms would be interpreted as an admission
 that he and his father have been fallible ... [however] once Kim Jong-Il steps down,
 expectations for change may rise." He further argues that "the child inheriting the
 throne . . . will not have the stomach to keep repression at such high levels while the
 population suffers from malnutrition." According to the four scenarios above, the
 current situation in North Korea falls between SI and S2. However, with the increas-

 ing number of North Korean defectors,15 and the emergence of a new and powerful
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 Fig. 2
 Pro-reform Moderates dominate
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 Figure 2. Four Feasible Scenarios Highlighting Reform Measures of the North Korean Regime

 Scenario 1: The loyalty of the people remains stable. Anti-reform militarists dominate the Kim
 Jong-Un regime. Accordingly, economic difficulties still prevail, yet military provocations remain
 legitimate.

 Scenario 2: The loyalty of the people is low. Anti-reform militarists still dominate the regime.
 Consequently, militarists intend to gain loyalty through military provocations.

 Scenario 3: The loyalty of the people is low. Pro-reform moderates come to dominate the regime.
 The regime increases loyalty by initiating economic reform measures.

 Scenario 4: The loyalty of the people is positively maintained. Pro-reform moderates dominate
 the regime. Accordingly, the regime further continues economic reforms.

 group of militarists, the country seems to be moving further towards S2. Of course,
 simply because the number of North Korean defectors has increased does not mean
 the state is in a crisis similar to those seen in Syria, Crimea, or East Germany. Nev-
 ertheless, as Bueno de Mesquita et al. argue, increasing levels of defection indicate
 that many North Koreans have been attempting to leave the troubled environment
 in the pursuit of more resource-rich opportunities. These defectors could also begin
 to threaten the state should they become agitators with the ability to stir up citizens,

 or lead large exoduses. Consequently, the group that prioritizes the military will fur-

 ther rely on forms of physical coercion and provocation to prevent any potential
 action, and to garner external resources, thus justifying in part its own existence. If
 this fails, keeping in mind that the bureaucratic and authoritarian factions' contri-
 butions to economic growth are not sustainable,16 another scenario can be fore-
 seen - economic reform by the pro-reform moderates. This would not occur because
 North Korea has entered a stage of early post-totalitarianism, but because Kim Jong-
 Un's regime needs the measures in order to survive. Consequently, in either case,
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 there will always be the possibility of moving to S3, and later to S4. An investigation
 into the possibility of economic reform becomes, as a result, important in preparing
 for an effective political, economic, and social response to North Korea under Kim
 Jong-Un's rule. In this context, this research will investigate the reasons that serve
 to make his decision for reform inevitable.

 Historical and Institutional Considerations

 Amongst a variety of theoretical tools and strategies that facilitate the hereditary

 transfer of power between family members in North Korea, the primary and best
 known is the Juche ideology. Developed by the late Hwang Jang-yop, the Juche ide-
 ology is a humanist system that defines individuals as socially driven, yet endowed
 with autonomy, creativeness, and consciousness, and who are the masters of every-
 thing in the universe. As such, they possess the ability and authority to decide and
 mediate on all matters. Both nature and society are, furthermore, subject to recre-
 ation. In each recreation the individual's status is elevated.17 Juche ideology, conse-
 quently, defines humans as the primary agents of historical development, with
 human history representing a struggle for individual autonomy. This struggle is,
 however, both decided and realized by an autonomous ideological consciousness
 which, in turn, requires the supreme instruction (or supreme leadership, Ryongdo

 of Suryong. This is because "despite the desperate need to pioneer their own
 destinies, the people do not know how to turn their desire into the reality . . . only
 when the people come to have a unity of character and organization can they become
 able to acquire the status of the primary agents of historical development."18 Con-
 sequently, Suryong is the sole, absolute, and most sacrosanct power (that is, according

 to Suryong itself [tïSïtnft or ti"4ÜÄ]).19 In the process Suryong , the Workers' Party
 of North Korea, and the people become enmeshed in an organic trinity.

 In 1972, Kim Il-Sung initially argued that "if a person is socially abandoned and
 loses political autonomy, then he, as a social being, is as good as living dead...."20
 Later, in 1986, Kim Jong-Il formally suggested the analogous idea of the regime as
 a socio-political organism, comprised of the supreme brain of Suryong , the central
 nerves of the Workers' Party, and the social body's cells constituted by the péople
 themselves.21 As a result, Kim Il-Sung became embodied as "the great Suryong that
 we have greeted and admired for the first time in the thousand year history of our
 people."22

 In 1974, Kim Jong-Il proclaimed the Ten Principles for Establishment of Mono-
 lithic Ideology System of the Party as the pivotal code of conduct for the citizens of
 North Korea. As per the Ten Principlesy Article One paved the way for the hereditary

 rule of the Kim family by stating, "to homogenize the whole of society ... we must
 endlessly deepen the establishment of the party's monolithic system of ideology and
 continue it generation after generation."23 Articles Three and Four each laid the
 foundation for the entrenchment of Kim Il-Sung's absolute authority, and his many
 Kyo-Shiy by stating, "we must base the revolutionary ideology of the great Suryong

 88 North Korean Review, Spring 2015
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 Kim Il-Sung as our conviction and make the Kyo-Shi of dear Suryong as our creed/'24

 The authority of Kyo-Shi have also been systematically legitimized and enhanced by
 the Workers' Party platform, while frequently enforced through the military, making

 them a convenient avenue through which to dictate authority.
 The concept of a continuous revolution, further proposed as a prerequisite of

 Suryongy is used to legitimize the transfer of hereditary power. In 1975, Kim Il-Sung

 announced a Kyo-Shi that proclaimed, "[t]he proletariat must continue the revolu-
 tion after overturning the exploitative systems of imperialism and capitalism by
 establishing a socialist system."25 Due to the continued existence of transitional phe-
 nomena that forestall the perfect communist society,26 obsolete ideological vestiges
 will continue to exist - which also becomes the rationale for the need for a continuous

 revolution. Kim Il-Sung frequently employed this as a justification for his foreign
 policies: "We have liberated only half of our nation ... we cannot stop our revolu-
 tionary struggle as long as imperialism, reactionaries and their stool pigeons
 remain."27

 Given that the revolution will be continuous, it follows that a form of leadership

 is needed that can continue to lead, generation after generation. The North Korean
 political scientist Hahm asserts, "The most important issue in inheriting and devel-
 oping the revolutionary tradition is to commit to the monolithic leadership of the
 successor of Suryong ... the revolutionary tradition is to be carried out splendidly
 by the successor of Suryong"28 Kim Il-Sung had already established Kim Jong-Il as
 the legitimate successor of Suryong by formulating a series of Kyo-Shi. In 1986, Kim
 Il-Sung stated, "[t]he successor issue is an issue of inheriting the status and role of
 political Suryong; the leading status and role of Suryong must be constantly inher-
 ited."29 In 1991, he emphasized, "Kim Jong-Il has laid the organizational and ideo-
 logical foundations necessary for the continuation of the party."30 The relevant
 qualifications and characteristics of a permissible successor were outlined with
 specific reference to Kim Jong-Il. On this, Kim Il-Sung noted, "Kim Jong-Il ... has
 shown an extraordinary ability for exploration and energy, so that he brings honor
 to our Juche ideology."31 Kim Jong-Il himself further added, "[t]he direct successor
 and heir of Suryong should be ready to devote and fight to perfectly embody and
 protect the revolutionary ideology; only one qualified with extraordinary leadership
 and genius foresight can become the successor."32 Sometime later, the North Korean
 authorities further institutionalized the processes needed to determine and admit a
 qualified successor.33

 Practically, the transfer of power to Kim Jong-Il proceeded in a gradual and
 systematic way over a span of nearly twenty years, beginning in the early 1970s. In
 September 1973 Kim Jong-Il was first appointed as secretary in charge of "Organi-
 zation and Ideology in the Central Committee of the Party," and became a political
 commissar in February 1974. In the midst of the collapse of socialism in the late 1980s,

 the National Defense Commission was formerly established in 1990. Kim Jong-Il
 was appointed as the first Deputy Chairman of the Commission in the same year,
 and became its chairman in 1993. After the demise of Kim Il-Sung, Kim Jong-Il was,
 finally, inaugurated as the General Secretary of the Workers' Party in October 1997.
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 The Socialist Constitution of the Democratic People's Republic of Korea, written
 in 1948, institutionalized the position of the National Premier as the supreme head
 of state and anointed Kim Il-Sung as the first incumbent in 1972. After the National
 Defense Commission was established in 1990, the Constitution was re-amended in

 1992 to support the power of Kim Jong-Il. It specified that the "Juche ideology is the

 leading national guideline, everything is to be executed under the leadership of the
 Party."34 It also comprehensively detailed the functions of the National Defense
 Commission, while authorizing the transference of military authority from the Pre-

 mier to the Commission. Kim Jong-Il was subsequently appointed chairman in 1993.
 The Constitution that was reamended in 1998 abolished the position of Premier and
 elevated the position of the Chairman of the National Defense Commission to the
 head of state. Kim Jong-Il was heralded as Chairman and "Dear Leader." "Military
 first" political strategies (defined as Songun Politics [ffcMË tm]) were introduced to
 halt the economic crisis and engage security threats that arose after the demise of Kim

 Il-Sung. In practice , this had the effect of fortifying Kim Jong-lVs rule .

 In 2009, the Constitution was amended again to enhance and institutionalize
 Kim Jong-Il's power. Accordingly, the "military first" ideology legitimated the posi-
 tion of Chairman of the National Defense Commission, the holding of which became
 a pre-condition for effective leadership. Moreover, traditional communist ideas were
 progressively erased from the Constitution, laying the foundation for a self-authored
 version of socialism that underwrites the rule of Kim's family. Taken as a whole,
 North Korean authority and power was gradually transferred from Kim Il-Sung to
 Kim Jong-Il through the institutionalizing of numerous ideological, institutional,
 legal, and political measures. In comparison, the power transfer to Kim Jong-Un
 was abrupt.

 An important discursive measure, taken in 2013 (and meant to consolidate the
 transfer of power to Kim Jong-Un), was the amendment of the title of the Principles
 from the Ten Principles for Establishment of Monolithic Ideology System of the Party

 to the Ten Principles for Establishment of Monolithic Supreme Leadership (vËîM) Sys-

 tem of the Party. The amended Ten Principles now specifies, in Article Two, that "we
 have to keep the tradition of our party and revolution through the Paektu (ÖS®)
 lineage ... we must thoroughly hold on to the purity."35 Paektu is the name of the
 highest peak on the peninsula, on which Kim Jong-Il is said to have been born (while
 Kim Il-Sung, together with his first wife, Kim Jong-Suk, were leading the armed
 struggle against Japanese imperialism), at least according to government propaganda.
 This piece of propaganda serves to legitimate the Paektu lineage, and thus the Kim
 family lineage. Article Three, which concerns the idolization of the portraits and the
 boards of Kyo-Shi, was amended from that of "the great Suryong Kim Il-Sung" to
 " Paektu great men." In so doing, the idolization of Kim Jong-Un, as one of the
 Paektu lineage, was geographically institutionalized. Article Four amended the orig-
 inal terms of "the revolutionary ideology of the great Suryong Kim Il-Sung" and "the

 Kyo-Shi of dear Suryong " to "the Kyo-Shi of Suryong (Kim Il-Sung), Words of the
 General (Kim Jong-Il), and the Party (Kim Jong-Un)," thus bringing into harmony
 the proclamations of the three leaders. Ironically, replacing "socialist" and "communist"
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 with "Juche" seems tantamount to a self-acknowledgment that North Korea is a de-
 facto "sultanistic totalitarian regime," even if, in principle, it still maintains socialist
 ideals.

 Taken as a whole, it seems certain that Kim Jong-Un has yet to gain the same
 level of authority or legitimacy as his father and grandfather. He is thus unlikely to

 exercise as much power as his predecessors. In the future, key questions will have
 to be asked concerning whether he will be able to rule the regime relying solely on
 violence and intimidation (while the state's continuous economic decline casts doubt

 over his rule), or whether he may be able to exert forms of soft power over the elite

 group that, in turn, exerts coercive forms of hard power over the people. This insta-

 bility will thus always leave the possibility in place that the country could see a refor-
 mative breakthrough.

 The Fatal Failures of the North Korean Regime

 Since the collapse of the socialist countries in the Eastern bloc, between 1989
 and 1991, numerous studies have sought to analyze them.36 Before their collapse, the

 socialist economic system employed by them frequently rested on the legitimacy of
 the party dictatorship. The legitimacy of the party dictatorship was however com-
 monly lost in the midst of malpractices that only allowed for the powerfully con-
 nected elite to derive riches and material benefits from the state, while the poor
 continued to descend ever further into poverty. Simultaneously, the use of physical
 force as a coercive mechanism ceased to be effective, as a consequence of frequent
 military defections. In sum, the main causes of the collapses can be attributed to
 three primary failures: the failure to coordinate politico-economic measures, the
 failure to encourage economic growth, and the loss of the ability to use force as a
 mechanism of coercion. Of these, the first and second failures are the primary reasons
 for economic collapse. The third failure made the state control of communication
 networks and suppression systems weak, thus allowing for public resistance. In point

 of fact, the case of East Germany can be seen as having moved from the scenario of
 defection to that of collapse, in the midst of the above three failures, as outlined in
 figure 1.

 As per the Harrod-Domar growth model, economies must both save and invest
 to consistently grow. According to the Solow model, technological progress is sug-
 gested as a residual factor in explaining long-term growth.37 However, far from even

 considering technological development, North Korea can barely sustain itself eco-
 nomically. For example, North Korea uses the "Monolithic Capital Supply System"
 for fiscal management, in which "the state is solely responsible for capital supply
 through the central bank."38 Under the Taean Work System, companies are required
 to produce products according to the Party's plans and instructions. However, the
 state is experiencing a chronic shortage of resources, and is incapable of maintaining
 these systems. As a countermeasure, on August 3, 1984, North Korea proclaimed
 the "8.3 Mass Movement of Creation of People's Consumables" to promote the pro-
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 duction of daily necessities by utilizing industrial byproducts and waste. On July 1,
 2002, the state further proclaimed the "7.1 Economic Management Improvement
 Measure," to bring goods circulating in the unofficial market back under regulation.
 However, this resulted in the unintended acceleration of (capitalist) market forces.
 Ironically, the products manufactured through the "8.3 Movement" came to be
 widely circulated through the markets created by the "7.1 Measure."

 The macroeconomic environment of North Korea has, since Kim Jong-Un's
 appearance, made little progress. The country still faces an energy crisis and a chronic
 shortage of resources. The operational rate of the power stations is estimated to be
 below 30 percent. Due to the insufficient supply of energy and deteriorating indus-
 trial facilities, production of basic materials has fallen to levels below that of the
 early 1990s. Food crises also frequently occur. Foreign trade has however increased
 slightly, relying heavily on China and South Korea. While the volume of trade has
 increased, so too has the trade deficit.39

 Graph 2. International Trade Trends for North Korea
 (Unit: USD million)

 Source: Korean Statistical Information Service

 On this, international economic aid is suggested as a countermeasure to eco-
 nomic hardship, since aid-financed increases in investment can create the environ-
 ment needed to encourage short-term, self-sustained growth.40 Concerning foreign
 aid, Kim II- Sung declared, "We should not depend on foreign aid, but maintain the
 principle of autonomy."41 In practice, however, North Korea has vigorously pursued
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 foreign trading strategies, seen with the signing of the Joint-Venture Law in 1984
 and the establishment of the Rajin-Sonbong Economic Special Zone in 1991. Except
 for the establishment of the Kaesong Industrial Park (KIP) in 2000, all of these meas-

 ures have subsequently failed.
 In sum, North Korea has failed to both coordinate sustainable politico-economic

 measures and encourage economic growth. The Kim dictatorship, however, still
 seems to effectively control the mechanisms needed for physical coercion, which
 can also be used to monopolize the communication networks.42 As a matter of course,

 people do not have confidence in their (collective) political power, and most
 acknowledge the absolute authority of Suryong. Nevertheless, it is questionable
 whether Kim Jong-Un will be able to continue ruling solely through forms of physical
 coercion. To maintain his rule, it seems imperative for him to meet the immediate
 economic needs of the people.

 Ideological Potential for Reform

 During his lifetime, Kim Il-Sung frequently argued that a "socialist society that
 is built by overthrowing a capitalist society does not know the exploitation of the
 people by the people; accordingly, social interests and individual interests are, at a
 fundamental level, mutually identical."43 Much like traditional Marxist understand-
 ings, he believed that the economic interests and relationships of all of the workers
 in a socialist society fundamentally coincide with the development and consolidation
 of the means of production. Social and economic forms of production are thus intri-

 cately interlinked. The North Korean economist, Hahn, expanded on these ideas by
 arguing that the primary purpose of different economic interests, and their resulting
 relationships, is to meet the state's material and mercantile demands. This is the
 objective product and purpose of the economy. He further argued that despite vary-
 ing economic interests, the state should still necessarily be constituted through the
 ownership of the means of production. However, a socialist society is based on the
 primacy of the social ownership of the means of production. Consequently, the eco-
 nomic interests and desires of the proletariat need to be, at a basic level, the same.44

 Kim Il-Sung recognized, however, that in any society differences in economic interest

 will necessarily arise among distinct individuals or groups. He thought that these
 differences would exist only "temporarily or partially,"45 and that they would ulti-
 mately serve to cyclically generate new economic conditions that would in turn drive
 the national interest. He further pointed out that economic development in a socialist

 society is hindered by transitional phenomena. Consequently, "obsolete" ideological
 vestiges, such as individualism and individual material interests, will continue to
 exist. The overarching nature of the transition, and the obsolete ideological wants
 inherent in individuals, become the source of difference that creates disparities in
 larger economic concerns. Given, however, that both transitional and individual
 interests still exist, Kim Il-Sung acknowledged that broader economic activities
 might still be motivated by material wants. He thus emphasized that "a society's
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 development towards socialist ideals will only be possible if it designs national eco-
 nomic activities to meet the different economic interests exhibited by the people."46

 Concerning individual accumulation and consumption, Kim Il-Sung argued,
 "Deciding the relationship between accumulation and consumption must be ration-
 ally harmonized to ensure socialist economic development, resulting in an increase
 in the quality of life of the people ... accumulation [through production] should
 grow rapidly, with accumulation and consumption being kept balanced so that con-
 sumption can gradually be increased."47 All of these ideas provided the theoretical
 foundations for North Korea's economic pursuit of heavy industry, in an attempt
 to meet prospective and social interests first, and of light industry and agriculture
 to subsequently meet immediate and individual interests.

 Kim Il-Sung further emphasized the importance of material incentives: "It is
 highly important in a socialist society to properly combine political and moral incen-
 tives with material incentives ... it is impossible to fully motivate the desire for pro-

 duction in workers using only political and moral incentives."48 He also argued that
 distribution and material remuneration should be differentiated.49 This difference

 is justified because "[w]hat is important in implementing a socialist wage system is
 that workers be paid living expenses, prizes, and incentives based on the quality and
 quantity of their labor ... [t]he wage level should be differentiated amongst the dif-
 ferent sectors and occupational categories of a peoples' economy."50 This is a require-
 ment, "since there will be a difference in the skill set and level of production . . .
 [therefore] if labor and wage payments are not relevantly evaluated according to the
 characteristics of each sector, it becomes neither possible to increase a worker's pas-
 sion for production nor to urge on the construction of socialist and communist
 ideals."51

 Concerning external and foreign economic activities, meaningful institutional
 arrangements were also established. The North Korean government, as mentioned
 above, even enacted the Joint-Venture Law (pqïlîi )> which was designed to promote
 foreign capital inflow and technology transfers through joint ventures. In 1992, the
 Supreme Peoples' Assembly also enacted both the Foreign Company Law and the
 Foreign Investment Law. The former, amended in 2004, states, "To develop and
 expand economic cooperation with other countries is the consistent policy of the
 Democratic Peoples' Republic of Korea" and that "the Republic promotes foreign
 investment in the territory . . . under the principle of complete equality and reci-
 procity."52 Concerning the latter, while the state maintains the principle of developing

 a self-reliant economy, Kim Jong-Il understood that the principle does not neces-
 sarily entail isolated economic development,53 and for a time, the country maintained
 a select few international ties.

 However, North Korea's economic principles are clearly different from tradi-
 tional forms of capitalism. Concerning socialist economic management, Kim Jong-
 Il argued that "in a socialist society where the means of production are socially
 owned, all the sectors and units of the peoples' economy are closely related ... in
 order to deliberately develop the national economy and rightly manage the national
 livelihood . . . the national capital must be unilaterally managed by a monolithic

 94 North Korean Review, Spring 2015

This content downloaded from 198.91.37.2 on Thu, 02 May 2019 04:40:48 UTC
All use subject to https://about.jstor.org/terms



 leadership ... [i]f not ... and corporate liberalization is allowed, then both planning
 and balancing economic development cannot be ensured."54

 Kim Jong-Il often expressed an antipathy towards capitalism. He argued that
 foreign capital that actually contributes to national economic development has nei-
 ther been witnessed nor existed.55 He warned that while socialist countries must

 proactively develop economic and cooperative ties with foreign countries, they
 should also be cautious of the infiltration of bourgeois reactionary ideologies, cul-
 tures, and lifestyles.56 North Korea emphasized the analogy of a "mosquito net" to
 selectively filter out capitalist ideological influences, while still receiving essential
 derivatives.57 Traditional Marxism argues that the state is the last partisan defender
 of the interests of the bourgeoisie. Consequently, it would wither away once the
 working class took democratic control of society. Kim Jong-Il, however, emphasized
 the importance and necessity of the centralized role of the state in socialist countries

 and furthermore thought tha*t the role of the state should be synchronously deepened

 with the development of a socialist (and eventually communist) society.58
 However, a constitutional amendment passed in 1998 signified a major change

 in the country's socialist economic management principles. The laws regarding the
 right to the means of production, the allowance of private ownership, and private
 property were expanded from being the sole preserve of the central state and its
 cooperatives to broader society. Furthermore, private ownership came to encompass
 not only the products produced as an offshoot of private economic work, but also
 the income gained from independent economic activities, if legal. The amendment
 allowed, for the first time, the comprehensive ownership of the proceeds of private
 capital.

 Taken as a whole, while the central role of the state has been maintained, mate-

 rial incentives, joint ventures with foreign companies, and specific investments in
 special economic zones (including foreign trade) are allowed. Increasing productivity
 through material incentives and wealth are necessary. However, comprehensive lib-
 eralization, privatization, and marketization outside of the control of the state are
 prohibited. In particular, the infiltration of capitalist ideologies and cultures of con-
 sumption are strictly forbidden. Consequently, the possibility of economic reform
 does exist, even though the state is still a central and powerful institution.

 Signs of Change

 On April 17, 2012, Kim Jong-Un ordered authorities in the Workers' Party of
 North Korea to "find new measures to encourage economic reconstruction ... not
 merely criticizing whether or not they are capitalist, but introducing methods
 through discussion without any taboo, regardless of whether they are derived from
 China, Russia, or Japan."59 The pro-reformist, Pak Pong-ju, has also reappeared as
 Prime Minister. On June 28, 2012, he introduced a new economic policy that included
 the qualities of a market economy, named the "6.28 New Economic Improvement
 Measure." According to the new policy, work teams on collective farms should share
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 the yields allocated to farmers, according to the quantity and quality of their input,
 and after giving the compulsory amount to the state. Factories and enterprises have
 been given autonomous operational rights, encompassing planning, production,
 sales, and profit management, but only if they give a (compulsory) amount to the
 state. .On this, Kim Jong-Un affirmed, "The new equal emphasis policy ( Byungjin
 Nosun) decisively increases the state's security capacity without additional military
 expenditure, so that it will be able to concentrate on economic construction and
 improvements of the living conditions of the people."60 Furthermore, his regime has

 begun increasing investment in light industry, agriculture, and construction (which
 can show visible outcomes in the short run) while strictly controlling large-scale
 investment in heavy industries, which frequently wastes resources. The measure also
 creates regional economic development zones in fourteen localities, and grants them
 independent management rights. On this, Chosun Shinbo , a Jochongnyeon-zifiìidXeà

 newspaper, argued that "economic development under the wartime system is not
 normal, and to achieve this, the new equal emphasis policy will return us to normalcy

 . . . the depth and width of the potential revolution in the economic sector will be
 considerable."61 In other words, the new "equal emphasis policy" has the potential
 to serve as a guiding logic with which to support economic reform.

 Politically, Kim Jong-Un's regime intends to make up for his relatively weak
 leadership by transforming the military-led system (which was based on the personal
 charisma of his father and grandfather) to that of a system-dependent bureaucracy.
 Consequently, it intends to integrate the party with Kim Jong-Un's position, empha-

 sizing the leadership of the party as a whole. The regime has also normalized the
 party organs, such as the Representative Meeting of the Party, the Plenary Session
 of the Central Committee of the Party, and the Politburo Meeting, by granting them

 key decision-making authority. The wartime bylaw (which was amended in 2012)
 dispersed the authority needed to declare war from that of an independent decision
 by the Supreme Commander to the collective decision of the Central Committee of
 the Party, the Central Military Committee of the Party, the National Defense Com-
 mission, and the Supreme Headquarters. Moreover, most of the economic rights
 (to, for instance, foreign capital earnings and the management of the collective farms
 that the military owned during the previous era) have been transferred to the party
 and the cabinet.62 In so doing, Kim Jong-Un's regime has attempted to undermine
 a bloated military, emphasizing the rule of the party over that of the military.

 In sum, Kin Jong-Un's domestic governance position promotes economic devel-
 opment (while ironically relying on a national defense strategy primarily constituted

 by nuclear weapons) to increase the autonomous rights of farms and factories, to
 revitalize local economies, to reduce the rights of the military, and to enhance the
 status and role of the party. However, given the chronic shortage of resources, it is
 uncertain how much his regime will, or can, develop these economic principles. The
 autonomous rights of farms and factories will be limited due to a lack of capital and
 resources. Consequently, the success of his regime rests on whether it will be able
 to secure the initial capital it desperately needs in the short run, while ensuring that

 it is enduringly circulated in and throughout the people's economy. However, any
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 radical changes in the traditional policies would serve as an implicit admission that
 Kim's forefathers made mistakes, which would further weaken his own authority.
 He has however insisted that the traditional policy stance will not attract the initial
 capital inflow needed to further develop the communist system. Thus, Kim is likely
 to make a reformative policy choice that will be effective in attracting the initial cap-

 ital the country needs, without violating the traditional ideologies.

 Conclusion

 Given that the regime's survival is the primary objective, North Korea is unlikely

 to abandon its nuclear ambitions in exchange for the mere promise of improved
 economic assistance. Increasingly, however, domestic and foreign pressures may
 necessitate having to finally break through the current impasse. Therefore, in order
 to prevent the current situation sliding from the scenario of defection to collapse,
 or even coup d'état, he will have to display the leadership qualities "inherent" in the
 Paektu lineage. His potential choices should accord with both the aforementioned
 ideological foundations and the practical needs facing the country, thus overcoming
 the historic and critical failures of the previous regime, which have served to limit
 his power. Hence, while tightening his grip on the military, his choices will be likely

 to promote the "6.28 Measure," joint-venture activities with foreign companies (espe-
 cially in special economic zones), and foreign trade, all of which will be done under
 the control of the state. In particular, the free trade agreement (FTA) between South

 Korea and China sealed on November 10, 2014, concluded that all products manu-
 factured in the KIP will be considered as "made in South Korea." The measure, by
 permitting the access to huge consumption markets of China in addition to South
 Korea, has substantially abolished major obstacles to the growth potential of the
 KIP that were caused by the international sanctions on the free trade of products
 made in North Korea. Now, the KIP has potential to grow as an international indus-
 trial park and create cross-border agglomeration if it develops its core competen-
 cies - cheap and skilled labor, infrastructure, special taxation, and efficient passage,
 communication and customs clearance - as a production base and promotes the
 core competencies of South Korea - capital, technology, and global networks - as
 an export base. Thus, Kim's short-term choice is likely to involve further expansion
 of the KIP.
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