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5
Kim Jong Un

After the death of Kim Jong Il in December 2011, North Korea 
was called on to orchestrate the second leadership transition in its 
65-year history. In 1994, the situation had been bleak. The ‘Arduous 
March’ was at its most gruelling, tens of thousands were dying every 
month from the effects of malnutrition, and the economy was melting 
down. Factories, farms, and workshops idled, then closed, as inputs 
dried up and the lights went out. The government had disappeared 
into limbo as Kim Jong Il spent three years mourning his father. The 
second time around, with barely a 100-day pause for mourning, Kim 
Jong Un took the helm. He seemed in control and on message. In his 
15 years as leader, Kim Jong Il had uttered only a single sentence on 
the international stage; on 15 April 2012, Kim delivered a carefully 
crafted 20-minute speech that was Pyongyang’s ‘State of the Union’.

After his elevation, Kim systematically bolstered his personal 
authority by culling – literally, in some cases – those put in place to 
guide his early years. The execution of Jang Song Thaek, Kim’s uncle, 
was the removal of a mentor who suffered the delusion that he was a 
regent, a kingmaker rather than confidant and mentor, and a power 
broker in league with and in hock to Beijing. Yet this was no purge in 
the manner of his grandfather Kim Il Sung, who condemned whole 
sections of the Party to the camps or the countryside, but a carefully 
orchestrated defenestration of a single potential threat.

Kim has become a cult figure – almost a ‘rock star’ – and has the 
charisma to carry it off. New statues and paintings clone the young 
Kim Il Sung’s features as increasingly similar to those of his heir Kim 
Jong Un, while factories and institutions are adding a third set of 
‘history rooms’ detailing the visits of the latest of the Trinity. At the 
opening of the Victorious Fatherland Liberation War Museum in 
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136 talking to north korea

July 2013, I watched adulatory crowds of adolescents eddying around 
him as he walked the halls. In the soaring foyer of the Museum is a 
larger-than-life statue of a young Kim Il Sung that bears an uncanny 
resemblance to his grandson. 

Politically, Kim Jong Un has made his mark by promoting his 
byungjin line of simultaneously developing the economy and the 
nuclear deterrent. This twin-track approach, endorsed by the Party 
in 2013, is designed to protect the North from outside interference, 
while also delivering the rising living standards that will ensure the 
regime’s survival from both domestic and foreign threats. Where 

Figure 15  The iconic, unfinished Ryugong Hotel from the courtyard  
of the Victorious Fatherland Liberation War Museum, 2013.
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Kim Jong Il was a radical, his son is a revolutionary. Kim Jong Il was 
content with fitful progress towards nuclear deterrence and acquiesc-
ing to public/private markets; his son, by contrast, is going for broke. 
As Andrei Lankov argues, Kim Jong Un is ‘the most pro-market 
leader North Korea has ever had’, as ‘he does not merely turn a blind 
eye to the activities of the increasingly influential North Korean 
private economic sector, but actually, if quietly, encourages such 
activities’.1 It’s full steam ahead: despite sanctions, the economy grew 
by 4 per cent in 2016.

Kim’s base is the Party. His father had allowed it to decline 
and atrophy; its cadres were still at the wheel, but navigating on 
out-of-date maps to yesterday’s destinations. In 2008, when Kim 
Jong Il started to prepare the succession, he revived and rebuilt it. 
After a decade and a half in the doldrums, the Party was back. The 
leadership structure that had withered since the last Party plenum 
under Kim Il Sung, in December 1993, was restored, with a new 
Central Committee and Politburo reflecting a generational change. 
The Party’s symbol, the hammer, sickle, and calligraphy brush, 
suddenly sprang up everywhere. The 2010 Party conference declared 
its purpose to be ‘the consolidation and foundation of the accom-
plishments of the revolutionary cause and to promote a new grand 
programme for building the socialist power through science and 
technology, playing a leading role in development, and the creation 
of an economic giant – a country that is strong and independent, 
self-reliant’.

Emerging Capitalism

Under the byungjin policy, the citizens – of Pyongyang, at least – 
have never had it so good. In the last decade, enormous resources 
have been funnelled into raising living standards in the capital. There 
are 100,000 new apartments in modern neighbourhoods that spring 
up year after year. Pristine sets of tower blocks march across the 
skyline. The zone around the Kim Il Sung University has been totally 
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138 talking to north korea

renovated. The new Science Street is finished. Traffic is jammed for 
the first time.

There are cash cards and ATMs and fleets of taxis. The Egyptian 
company Orascom has set up a public mobile-phone network that 
has around 3 million subscribers. There are pizzerias and hamburger 
joints, noodle bars and okonomiyaki grills. There are fashionable 
boutiques selling Italian dresses, handbags, stiletto heels, shirts, suits, 
and ties, and tailors ready to knock off ‘made-to-measure’ copies. 
Electronics stores have computers and DVD players, cameras, 
and watches. Blue jeans are still unacceptable, but black jeans pass 
unmarked by the fashion police. For women, skin-tight jeans with a 
flare at the bottom can be hidden under a coat in public. The North 
Korean ‘iPad’, the Samjiyon SA-70, is politically correct and comes 
pre-loaded with Kim Il Sung’s Collected Works in the same way that 
Apple imposed Stocks and Shares on its early iPhones. A Deliveroo 
service hasn’t arrived, but one can always dispatch a taxi for a pizza 
and pay with a cash card. 

The entertainment industry is booming, with karaoke bars, restau-
rants and microbreweries opening across the city. Alongside are new 
state facilities with funfairs, waterparks and riding stables, a science 
complex – centred around a model of a Taepodong-2 rocket poised 
for blast-off – a natural history museum, a remodelled zoo, and even 

Figure 16  Pyongyang fast food: burger, fries, and cola, 2014.
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a dolphin aquarium whose denizens leap from seawater pumped 
from 60 kilometres away in time to stirring martial music. Tenpin 
bowling, ice-skating, and roller-skating serve the well balanced. The 
package holiday has arrived: sun or snow, beach or mountains. The 
trails of Mount Kumgang – which for a few years after the first 
North-South summit attracted South Korean tourists – is crowded 
in the summer with tour groups from Pyongyang. There have even 
been some attempts at promoting cultural exchange. In August 2015, 
the Slovenian avant-garde band Laibach played a mixture of martial 
and industrial music interspersed with Beatles numbers and tracks 
from The Sound of Music, to a bewildered audience.

Figure 17  Soldiers on a day out for military fun  
at the fair, Rungna Island, 2011.
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140 talking to north korea

The economy in Pyongyang is now market Leninism. Small-scale 
private enterprise operates under the close eye of the Party. In North 
Korea Confidential, James Pearson and Daniel Tudor term the system 
‘public-private capitalism’,2 with stallholders at the jangmadang 
(market grounds) paying the taxes of the tolerated. Ambitious 
parents scramble to place their children in trading companies rather 
than the Party. The nouveaux riches can buy a ‘licence’ to live abroad 
for $100,000 (€85,000) a year, while those lower down can ‘ransom’ 
themselves out of their state-allocated jobs in manufacturing – easier 
for women rather than men – freeing themselves to take their chances 
trading in the markets and kiosks. With the PDS increasingly 
limited to providing rice and other cereals intermittently, markets 
like Tong-il in Pyongyang are thriving and – almost – anything is 
available for a price. Given time – which is far from guaranteed – all 
the evidence is that change will come from within rather than from 
outside as the old makes way for the new and the North Korean 
economy increasingly resembles that of Vietnam. As Lankov says, ‘It 
appears that the recent policies of Kim Jong Un have produced, at 
the very least, a limited but observable economic success, in spite of 
all the difficulties that have risen along the way’.3

After the agricultural and industrial reforms of 2002, the ‘kiosk 
capitalists’ grew in number and influence. Those who succeeded – 
though many fell into the clutches of loan sharks – were to be seen in 
bars and restaurants flaunting their wealth. The currency reform of 
November 2009 brought them to heel: overnight, the regime intro-
duced new banknotes, with a low financial ceiling for exchanging old 
for new. With their bundles of ‘old’ currency turned into so much 
wastepaper, they learnt two lessons: curb conspicuous consumption, 
and ensure that the currency under the mattress is hard.

The main difficulty North Korea faces in introducing the market 
is that it lacks the mechanisms, institutions and laws necessary to 
regulate it. Even now, two decades on from its emergence, the market 
has no legislative footprint. This is one barrier to foreign investment. 
Nevertheless, consumerism is in North Korea to stay. As Tudor and 
Pearson write, the new system is ‘so entrenched that the government 
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itself must adapt to it’.4 When the Party and government will take 
the next step and openly promote it remains to be seen.

Some Are More Equal than Others

Everyone is not equal. The very availability of expensive consumer 
goods and the emergence of a dual economy demonstrated a sharp 
rise in inequality. In the grim 1990s there was a surprising equality of 
misery, with a Gini coefficient trending close to zero. Now the gap in 
living standards between the best and the rest has become a chasm, 
with levels of inequality equivalent to those in Brazil.

In North Korea salaries are 5,000 to 10,000 won a day, which, 
at the ‘grey’-market rate in late 2017, is €12.5 to €25 a month. Yet 
a suit is €180, stiletto heels €40, a pizza €2 to €6 and a burger and 
fries €3, while a game for four at the tenpin bowling alley is €10. 
Mobile phones cost €0.03 a minute to use for domestic calls, and the 
solid-gold Omega Speedmaster costs $40,000 (€34,000) – around 
125 years’ wages for a middle-ranking bureaucrat. In contrast, a 
month’s season ticket on the metro is 200 won (€0.08). The middle 
class are the ‘kiosk capitalists’, while the seriously wealthy are those 
running the state, Party, and military companies and enterprises with 
international connections.

Just as 727 number plates – the date of the ‘victory’ in the 
Fatherland Liberation War – signal the travelling elite, 195 phone 
numbers distinguish those whose voices are heard from those 
who merely talk, with a separate server and higher levels of access. 
Influence and wealth are increasingly intertwined. The companies 
behind the new wave of consumerism are public-private partnerships: 
well-connected people in the military and Party use their contacts to 
import consumer goods for the market and split the profits between 
their institutions and themselves. The nouveaux riches, with their 
fashionably dressed daughters and pudgy sons, were making efforts 
in their own style at the first Pyongyang Taedonggang Beer Festival 
in 2016, as they worked their way stoically through the seven draught 
beers on offer. The 2017 event was cancelled.
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142 talking to north korea

Outside Pyongyang, urban life has marginally improved even in 
the north-east, although admittedly from a very low starting point. 
With the assistance of UK and EU aid, pipelines are bringing fresh 
water from the mountains into Hamhung and Hungnam. This can 
be ‘purchased’ from ‘water shops’ scattered across the cities for 20 
to 30 won a litre (€0.002). This has reduced gastroenteritis by up 
to 92 per cent. The hospitals are basic and suffer from high-tech 
donor fads: Wonsan Hospital has barely used video intranet links – 
intended to link them with doctors and consultants in Pyongyang 

Figure 18  First Pyongyang Taedonggang Beer Festival, 
2016. Photo © Chiara Zannini.
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and the county hospitals – while, next door, new hospital buildings 
languish incomplete for lack of funds.

In the Hamhung-Hungnam conurbation – the heartland of 
heavy industry, rebuilt after 1953 largely with assistance from East 
Germany – the wheels are beginning to turn again after grinding to 
a halt in the mid-1990s. The Ryonsong Machine Complex, which 
sat gently rusting for a generation, is now up and running, with cir-
cumstantial evidence indicating that production restarted in 2010. 
Kim Jong Il visited three times in 2010 and four in 2011 the year he 
died. The manager’s parking space held a car with one of the few 727 
registrations seen outside of Pyongyang. The nearby Vinalon plant 
(Vinalon is the North’s unique and scratchy clothing fibre, made 
from anthracite and limestone) shows the manifest pollution of 
production, with dark smoke leaking from rusty chimneys. Even the 
NGOs are getting in on the act. The orthopaedic unit in the city, run 
by Handicap International and staffed by amputees, has produced 
over 10,000 artificial limbs. 

In the countryside there are high notes. On a visit three or four 
years ago to Yongkwang County, 20 kilometres outside Hamhung, 
we were shown an EU flood-control and irrigation project covering 
a population of 30,000 to 40,000 people with integrated pest 
management, new greenhouses and reforestation, plus a new bakery. 
This was, however, the exception rather than the rule. As we drove 
through the outskirts of Hamhung, we passed a water-park under 
construction.

Despite such striking changes, the country faces the danger of dis-
memberment. Peripheral areas are increasingly isolated and left to 
their own devices. Our 2013 drive up the east coast to Rason had to 
be abandoned because of dangerous roads – it had reportedly taken 
Rason’s mayor seven days to drive the 800 kilometres to Pyongyang. 
Instead, we were rerouted from Hamhung back to Pyongyang, and 
then China – Dandong, Shenyang, Yanji, Hunchun – and Rason 
over three days. As of 2017, there is a train from Pyongyang to Rason 
seven times a month that is scheduled to take just under 30 hours – 
but it can run as much as 24 hours late, especially when hauled by 
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144 talking to north korea

an electric locomotive. How often the carriages go on to Moscow is 
unclear.

Certainly the ‘construction boom’ in the capital is delivering 
‘Pyonghattan’ at the expense of the rest of the country, beggaring and 
distorting other parts of the economy. In the north-eastern ‘rustbelt’, 
hunger and chronic malnutrition still stalk the streets, schools, and 
orphanages. In 2016, joint-venture mining operations returning 
high profits were forbidden from re-investing in improved facilities, 
instead forced to remit all the monies to the centre while their 
production facilities slowly degraded. Even in Pyongyang, monies 

Figure 19  Steel works in Hungnam celebrating the  
end of the Fatherland Liberation War, 27 July 2011.
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set aside to purchase buses and trams ended up being swallowed by 
overruns in construction costs.

Investment and Special Economic Zones

Without a dramatic change in the political climate, the idea of 
North Korea as a destination for new foreign direct investment 
(FDI) is outlandish. The added sanctions after every nuclear test and 
long-range missile launch have moved prospects from improbable 
to virtually impossible. Nevertheless, Pyongyang recognises and 
acknowledges the importance of FDI. There has been some (pre-
dominately Chinese) investment in Rason, but the state has, at least 
until very recently, refused to acknowledge its contribution to shaping 
a noxious environment through arbitrary regulation, instead blaming 
structure or processes. The reality behind the underachievement is a 
combination of the external environment and the post hoc treatment 
of those who make money, with retrospective tithes on profits and 
capital equipment held hostage.

In theory, there are three possible options for FDI: equity joint 
ventures, contractual joint ventures, and exclusively foreign-owned 
businesses. The latter can only operate inside the SEZs. The North 
has tried a variety of iterations of SEZs as it hunted for what worked. 
The rapprochement with the South during the era of Kim Dae-jung’s 
‘Sunshine Policy’ of engaging with the North led to several joint 
ventures that married North Korean land and labour with South 
Korean energy and capital, management, and marketing. These 
were the Kaesong Industrial Complex (KIC) and the less significant 
Mount Kumgang Special Tourist Zone, both on the ROK border. 
The Party, particularly its United Front Department, was respon-
sible for KIC and Kumgang and initiated the potentially colossal 
Wonsan-Kumgang International Tourist Zone.

Seoul closed the Mount Kumgang Special Tourist Zone in 2008, 
after a North Korean soldier surprised a woman tourist before dawn 
in an adjacent closed military zone and shot her dead. It has never 
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146 talking to north korea

re-opened and now serves as a package-holiday destination for 
Pyongyang’s middle class and Chinese tourists.

The KIC grew into a collection of more than 80 factories in a 
closed zone to which North Korean workers commuted in on a daily 
basis to work for South Korean SMEs. The work was predominantly 
in sub-assembly and fabrication, and the goods produced were 
shipped directly to the South. The original proposal for KIC had 
been that, after an initial phase involving around 50,000 workers, it 
would expand in two further phases: first to 250,000 workers, then 
ultimately to 450,000. At the start it thrived, employing 54,000 
workers. It was politics that was the problem. The KIC was closed six 
times, for a few days or up to several months, serving as a convenient 
‘whipping boy’ for both North and South when one wanted to 
make a point, whether it was Seoul’s joint military exercises with 
Washington or the DPRK’s nuclear tests and satellite launches. 
When tension grew with Seoul in early 2013, the KIC became an 
issue within the upper reaches of the WPK. The transformation of 
civic unrest in Syria into a full-scale civil war, aided and abetted by 
the West, exacerbated the situation. Was the KIC a ‘cash cow’ or a 
Trojan horse? For both the WPK’s United Front Department and 
the Korea Asia-Pacific Peace Committee, it was the former, earning 
Pyongyang $50 million (€45 million) per year and a running total of 
at least $355 million (€300 million).

Figure 20  Frolicking on Wonsan Beach.
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Elsewhere in the Party, the KIC was seen as a Trojan horse. The 
concern was that by the second or third phase – given that only one 
member of a family is allowed to work there at a time – between 
1 and 2 million people could have been dependent on work in the 
complex, up to nearly 10 per cent of the North’s population. At that 
point Washington and Seoul could wilfully close KIC, assuming that, 
after a couple of months, civil unrest and food riots would provide an 
excuse for outside intervention, patterned on Libya and Syria. After 
much argument the consensus in Pyongyang was to accept the status 
quo ante but curtail further growth for the foreseeable future.

Three years on, in February 2016, President Park Geun-hye 
announced the immediate closure of the KIC in retaliation for a 
satellite launch by the North. It was clear a few weeks later that – as 
far as she was concerned, at least – this was permanent when the gov-
ernment’s contingency fund, secretly set up for such an eventuality, 
paid compensation to the 124 South Korean companies concerned 
for the loss of their facilities.

This was all to the chagrin of the United Front Department and 
the ‘told you so’ delight of much of the rest of the WPK. It also 
allowed Pyongyang’s opponents to turn the screws on its cache of 
overseas workers. They contended that these were ‘slave workers’, the 
bulk of whose earnings were misappropriated by Pyongyang to fund 
its nuclear programme, even though in the North these were desper-
ately sought-after posts. Yet persuading countries to give up this pool 
of cheap skilled labour when Seoul was profiting from over 50,000 
such workers and a projected further 400,000 had always been a hard 
sell. This changed with Seoul’s self-denial with the closure and the 
subsequent UN sanctions after the sixth nuclear test and the two 
ICBM launches over Japan, saw overseas workers first restricted and 
subsequently only allowed to serve out their contracts.

With Seoul’s betrayal, attention turned, or rather returned, to the 
Raijin-Sonbong (Rason) SEZ. The Rason SEZ had been estab-
lished way back in 1991 and, after the Inter-Korean Summit in 2000, 
became the ‘ugly duckling’ of the SEZs. Despite being wedged up 
on the China/Russian borders in the far north-east of the country, 
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148 talking to north korea

with good rail and road access to both, it initially failed to take off. 
Modelled on China’s Shenzhen, it is an area the size of Singapore 
with a population of 200,000, fenced off from the rest of the country. 
As with Shenzhen, the fences are intended to stop people getting in 
rather than out. Away from Rason’s border, the military and ideology 
are conspicuous in their absence. Instead, a pragmatic obsession 
with making a quick buck pervades. A visiting British ambassador 
returning from Rason in 2012 described it as a ‘casino where they 
turn lights off at night’. Even then, she was behind the times.

It all started to change in the late 2000s, with substantial Chinese 
investment in manufacturing plants, port facilities, and a new 
52-kilometre ‘motorway’5 from the Chinese border to the port, with 
a promised new bridge across the Tumen River to replace the one 
Japan built in 1938. Simultaneously, Moscow built a Russian-gauge 
railway into the port. Rason is ice-free in winter, unlike Vladivostok, 
thus making it the most northerly ice-free port in the region. In the 
future, it could allow for summer shipping through the Northern 
Passage if global warming continues to degrade Arctic ice. With 
China’s railways at capacity, such a facility could serve as a valuable 
outlet for China’s north-eastern provinces.

The problem the second time around was success, not failure. 
Despite the best efforts of the State Economic Development 
Administration and its predecessors to widen the FDI base, the 
Rason SEZ has become a virtual extension of China’s Jilin Province. 
Investment has been all but exclusively Chinese, with token amounts 
from the Russians, Thais, and Mongolians. The four fish-processing 
plants load their production (mainly squid) directly onto refriger-
ated lorries bound for China, while seven clothing factories turn 
out Slazenger, Lands’ End, Kappa, and NBA apparel with ‘made 
in China’ tags. The 2,000 workers in the processing plants and 
the 3,000 in the clothing industry receive $80 (€68) per month, 
the former for a 48-hour week and the latter for a 60-hour week. 
Thanks to ‘unofficial taxes’ in Rason, companies lacking ties to the 
administration or ‘protection’ either remain very small or merely 
trade and process on commission.
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In the large market in Rason, the default currency is the renminbi 
(RMB). Attempts to pay in won will have traders scrambling for a 
calculator. The exchange rate back around summer 2014 was 1,300 
won for 1 RMB, 10,500 won for one euro, and 8,000 won for one US 
dollar – almost 50 per cent better than the ‘grey’ market in Pyongyang. 
Fruit and vegetables, fish and meat were available – although not 
rice – plus clothes, shoes, general household items, cigarettes, loose 
tobacco, stationery, and new and second-hand bicycles.

Chinese ‘entrepreneurs’ in Rason are building apartment blocks 
and selling and renting apartments, post June 2018 in a booming 
market. The Chinese feel is reinforced on the streets with the 
substantial presence of Chinese cars and lorries. The lack of a direct 
road to Russia does not help the mix. The only border crossing, a 
single-track railway, has seen annual trade shrink from 500 wagons a 
day in Soviet times to a handful, with total trade of less than 70,000 
tonnes a year. Of this, 95 per cent is Russian imports, of which 
coal and timber make up more than half. There were rumours of a 
heliport and airport, although the latter would lie extremely close to 

Figure 21  NBA shirts in Rason, complete with  
‘Made in China’ labels, 2012.
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150 talking to north korea

the Chinese border. Rason is a geographic and economic outlier that 
is being pulled away from the rest of the country and toward China 
as the east coast road to Hamhung deteriorates.

Rason’s internal bottleneck to development is, first and foremost, 
energy. The 200-megawatt Sonbong (Unggi) oil-fired power station is 
now closed and derelict. It had received HFO as part of the Agreed 
Framework, while North Korea waited on the completion of the 
Korean Peninsula Energy Development Organisation’s (KEDO’s) 
two light water reactors (see below). Washington walked away in 
2001 abandoning the deal over allegations that Pyongyang was 
cheating on its nuclear programme. The HFO was so sulphur-rich 
that the corrosion from storing it destroyed the plant. The adjacent 
oil refinery isn’t working either. Recently, much of the North’s elec-
tricity has been supplied from power stations in Hunchun, just across 
the border in China, but whether and how long this arrangement 
can continue under the latest UN sanctions regime is far from clear. 
In 2013 the Chinese froze plans for further linkages into the Jilin 
electricity grid.

Pyongyang raises short-term money via one-off sales or long-term 
leases of Rason facilities to Chinese companies and organisations, 
making a continuous revenue stream impossible to maintain. The 
executed Jang Song Thaek’s offences were many, but included selling 
off Rason’s land, leases, and labour to China at ‘friendship’ prices.

Apart from KIC, Kumgang, and the promised Tourist Zone,6 the 
other SEZs are run by the upgraded State Economic Development 
Administration (SEDA), under the Ministry of External Economic 
Relations. The former Joint Venture Investment Commission was 
absorbed into what is now the SEDA. There are now 25 SEZs – 
three under the Party (see above), 21 under SEDA, and Unjong, 
the high-tech SEZ, run by the State Academy of Sciences. 
Three, including Rason, follow the model of geographically based 
SEZs with ‘captive’ populations. The other two proposed SEZs – 
Hwanggumpyong-Wihwado (44 square kilometres), and Sinuiju (40 
square kilometres), which both face Dandong, show at best patchy 
signs of development.
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The remaining 19 SEZs – including Unjong – were announced 
in two tranches in November 2013 and June 2014.7 These could 
be said to represent a ‘Third Way’. They are small – varying from 
1.37 to 8.1 square kilometres – and sectoral, split between high-tech, 
export processing, agriculture, and tourism. The first tranche 
included two export processing zones in or near Nampo and several 
industrial development zones: at Wiwon, on the Chinese border; in 
the Hyondong suburb of Wonsan; and in the Hamhung/Hungnam 
conurbation. Agricultural zones are in Pukchong and Orang. In 
addition, tourist zones are proposed in Onsung (to cater to Chinese 
trippers from Tumen) and Sinphyong (a scenic site not far from 
the Masik Pass Ski Complex, on the road between Pyongyang and 
Wonsan). There are economic development zones covering an area 
near the Chongjin Steel Works; in Hyesan, near Mount Paektu; and 
in Manpo. The second tranche had six zones: Unjong; an additional 
zone near Nampo; an environmental ‘Green Zone’ near Haeju; one 
near the Anju coalfield in Sukchon, in the centre of the North’s 
rice-bowl area; and one in Chongsu, on the Yalu River, for Chinese 
day-trippers.

Energy and Mining

Outside of the SEZs, mining is far and away the most important 
industrial sector. Coal is the main energy source in North Korea, 
and this will not change in the near future. Though the quality of 
domestic coal is poor, it accounts for almost 90 per cent of the fuel 
for industry, 45 per cent for power generation and 80 per cent for 
household usage. 

North Korea has massive coal reserves, enough for all its require-
ments and substantial exports, but most of the mines are run down 
and desperately need renovation. Another problem is the coal mix: 
there is not enough coking coal for steel production. There were 
well-publicised attempts to pioneer an innovative process substitut-
ing anthracite, with the upgraded Kangson Steel Works reportedly 
using domestic rather than imported coke. That has now gone quiet. 
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Other mined minerals include phosphate and the all-important 
rare-earth minerals used in the manufacture of mobile phones, 
electric cars, and other high-tech goods. China is keen to maintain 
its quasi-monopoly on the rare-earth supply and has invested over 
$500 million (€425 million) in all forms of mining since 2007.

Energy continues to be a serious problem. In rural areas, electricity 
is available for only three or four hours a day, at best; in Wonsan, the 
city’s main streetlights are switched on for foreign visitors. The same 
is true for Pyongyang’s metro stations. Yet the tower blocks in the 
capital’s new streets are floodlit deep into the night, and there are 
few outages, though in February 2018 it was reported that in South 
Pyongyang, across the Taedong River, electricity was limited to one 
or two hours a day because of the sanctions. 

The North has turned to renewables. Solar panels are now fitted as 
standard in new housing and are being widely purchased by private 
individuals for individual apartments in older buildings. (High-rise 
dwellers in Pyongyang should be concerned: while the traditional 10- 
to 12-storey blocks are just about functional with no electricity, the 
new 70-storey blocks will turn into vertical prisons during outages.) 
A 300,000-kilowatt hydroelectricity station came on stream in 
Huichon, and the Ministry of External Economic Relations boasts 
of solar, wind, geothermal, and hydropower schemes. Much of this 
new mix is ‘soft’, small-scale renewable energy – difficult to utilise 
to keep the wheels of the military-industrial complex turning. In the 
absence of major investment, this provides neither the quantity nor 
quality of energy required for economic modernisation and growth. 
The only realistic options are massively enhancing coal production 
from rehabilitated mines or returning to civil nuclear power, with all 
of the political and safety concerns that would pose. 

Another outside possibility is a series of tidal barrage schemes that 
has enormous potential. Around 2010, a group of British engineers, 
who had worked on the aborted scheme for a tidal barrage across the 
UK’s Severn Estuary, were invited to Pyongyang to discuss this pos-
sibility. These would be both conventional and renewable, addressing 
concerns about climate change as well as nuclear non-proliferation – 
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though that may not suit the machismo of Pyongyang. Some limited 
civil nuclear power may be a minimum demand from the North 
in a broader package: now that the DPRK has developed its own 
nuclear-weapons technology, the proliferation issue is moot. It’s in 
a far better position to engage in proliferation now than it would be 
after any energy deal.

Pyongyang’s potential indigenous resources of oil and gas are 
hard to estimate, although there is promising hydrocarbon geology 
offshore, particularly in the Yellow Sea. All attempts by the North 
to explore off the west coast have been physically blocked by China. 
The little-discussed maritime-boundary dispute between Beijing 
and Pyongyang is cryptically reported from time to time under the 
rubric of arresting Chinese ‘pirates’.

Agriculture, Nutrition, and Industry

According to the FAO, the agricultural sector engages less than one 
in three of the working population, although substantially more when 
corvées from the KPA are helping with sowing and harvesting. Since 
the early 1990s agriculture has contributed 25 per cent of the GNP 
despite the challenge of geography, climate, and material; limited 
land; a propensity to flooding and drought; and chronic shortages of 
fertiliser, seeds, farm machinery, and equipment as well as fuel and 
energy. There have been efforts to expand arable lands by reclaiming 
tideways, but these areas were overwhelmed in the mid-1990s by 
storms that drove seawater far inland, rendering the fields sterile for 
many years to follow. The (re)construction of two fertiliser plants 
in Hamhung and Nampo has reportedly raised annual capacity to 
1,300,000 tonnes. The country still needs to import fertiliser, but 
requests for it as aid have met with little response.

As late as 2012, the WFP estimated that around 16 million North 
Koreans (two-thirds of the population) continued to depend on the 
PDS for food. Delivered rations have, since the early nineties, been 
well below the official minimum of 573g of cereals per person per 
day, and in 2011 were closer to a harrowing 250g – even though the 
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sale of rice in the markets was banned in 2005. Anything over this 
minimum is confined to a few high days and holidays: the Leader’s 
birthday, Victory in the Fatherland Liberation War–Armistice Day, 
and so on. Even those who manage to obtain the official minimum 
suffer: the relentless monotony of a cereal diet deprives the body 
of micronutrients necessary for health. Using data from North 
Korea’s all-too-efficient family household-doctor system, UNICEF 
estimates that one in four women aged 15 to 49 is malnourished and 
that stunting affects 32 per cent of children under five, while 19 per 
cent are underweight and 5 per cent wasting – and regional inequal-
ities make the picture distinctly worse in peripheral areas.

After 2002, productivity rose and harvests grew – albeit not to 
self-sufficiency. That would require the best of all possible years. To 
bridge the gap, the DPRK sought and received a drip-drip of food 
aid, notably from the WFP and the EU. While such aid prevented 
any prospect of sliding back into the horrors of the second half of the 
1990s, starvation was replaced with hunger.

In July 2012, Kim Jong Un introduced the ‘6.28 instructions’, 
halving the size of the agricultural work teams to make them effec-
tively family units, and allowing farmers to retain 70 per cent of 
production. At a stroke he effectively de-collectivised agriculture, 
leaving the PDS as supplier of last resort as the market took the 
strain. These reforms brought a 10 to 15 per cent increase in grain 
production, from 4.0 to 4.5 million tonnes between 2005 and 2010 
to around 4.8 million tonnes after 2013.8

In the greater Pyongyang area, there have been attempts to diversify 
production to satisfy the capital’s more demanding consumers. The 
Ministry of Public Security created an enormous apple orchard, 
the Taedonggang Combined Fruit Farm, on former paddy fields to 
provide the city with fresh and dried fruit, apple juice, and cider. The 
same agricultural complex is also breeding bullfrogs and snapping 
turtles for the tables of Pyongyang’s gourmet restaurants, while 
the Pongsu hydroponic farm, close to the capital, produces lettuce, 
tomatoes, cucumbers, and strawberries. Meanwhile, the world’s 
third-largest ostrich farm delivers meat to the city. 
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Outside the capital, accessibility and logistics problems with food 
distribution are increasing. In the past the PDS distributed available 
cereals, meaning that – apart from at the very top – there was a 
shared equality of misery. Now, availability is not enough. Accessi-
bility is increasingly determined by financial resources. Meanwhile, 
in the north-east ‘rustbelt’, hunger has reappeared as transport infra-
structure deteriorates and the economic pull of these cities weakens.

In industry, unlike in agriculture, the reforms of 2003 failed. The 
means of production were outdated and poorly maintained, and 
managers untrained in the workings of modern economies. Serial 
attempts were made across the years to shift the emphasis towards 
light industry, but were thwarted by the inexorable marriage of the 
military with the coal, steel, and cement industries. In 2003, 95 per 

Figure 22  Yosushi restaurant in Pyongyang.
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cent of industry was taken off the Plan and firms were allowed to 
hire and fire at will and choose process and product. But without 
energy and raw materials, this resulted in more firing than hiring. 
Financial reforms that monetarised the economy led to inflation 
and, in the absence of domestic production, imports. The goods in 
Tong-il Market, apart from basic commodities, are either made by or 
shipped through China.

The 30 May 2014 industrial reforms were more successful. 
Allowing managers to buy spare parts and raw materials on the 
market and to set workers’ salaries gave significant autonomy to 
management, with sharp rises in earnings in successful companies, as 
well as for workers with skills in demand.

North Korea is hampered by labour shortages. Kick-starting the 
economy would require a pool of new workers. Unlike in China, 
there is no reserve army of labour on the land. A 150-day ‘Speed 

Figure 23  Machinist in Pyongyang factory, 2012.
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Battle’ was launched in May 2009 and then extended for another 
100 days, aimed at boosting productivity with ‘voluntary’ extra hours 
and harder work, especially in the coal, steel, and railway sectors – but 
any gains were incremental and temporary. There is little economic 
purpose behind hundreds of women sweeping roads or thousands 
of men, women, and children replacing railway ballast on lines 
that haven’t had serious traffic in months, if not years. Toil can’t 
replace technology. Rather than a developing economy making the 
rural-urban transition, the DPRK is a failed industrial state.

This content downloaded from 198.91.37.2 on Sat, 27 Apr 2019 02:38:39 UTC
All use subject to https://about.jstor.org/terms


