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The Most Recent Changes in the Democratic People’s
Republic of Korea Economy and the Prospects for the Future

MIMURA, Mitsuhiro
Senior Research Fellow, Research Division, ERINA

Summary

The basis of the economic policy of the Democratic People's Republic of Korea (hereinafter the DPRK) is
traditionally an adherence to a socialist planned economy and the expansion and development of an independent national
economy. In terms of the ownership system, adherence to a socialist planned economy requires the societal ownership of
the means of production. In addition, the carrying through of the leadership of the Workers' Party of Korea is also
required. On top of that, the “Socialist Corporate Responsible Management System” has come to be implemented, which
increases the autonomy of management of state-owned enterprises and cooperative farms.

Regarding the content of the “General Guidelines” which were issued by First Secretary Kim Jong Un in May 2014,
from the results of interviews with DPRK academics which the author made multiple times, I found that there were the
following two principles. First is properly realizing the nation’s unified leadership and strategic management, that is to
say, creating a scientific economic development strategy, and then based on that putting into effect a prospective plan
(long-term economic plan) and a current plan (an economic plan for each year). Second is giving priority to the political
projects of the Workers' Party of Korea aimed at economic projects.

The socialist management responsibility system in the industrial sector is to continue being reformed, while
preserving the two above-mentioned principles on economic management methods for factories (they call institutions
which are run under an independent accounting system “socialist enterprises”). Although the main strategic indices
continue to be under the jurisdiction of the central government in the establishment, leading and control of economic
planning, regarding other indices local People’s Committees and enterprises are delegated the authority to create plans.
There is a line of continuing to delegate to every socialist enterprise the right to production organization, management
mechanisms, the right to labor adjustment, the right to product development, the right to quality control, the right to
personnel management, the right to trade and the right to undertake joint ventures and collaboration, the right to financial
management, and the right to price-setting and sales. In addition, there is the line which emphasizes the strategic
management and management judgment of whole companies, introducing various management systems and
responsibility systems on the criteria of such units as equipment, buildings, surface area, roads, and apartments, and
strengthening the unified leadership, as with the “square meter management system”.

The same as for the industrial sector, the socialist management responsibility system in the agricultural sector
cooperative is to continue being reformed, while preserving the two above-mentioned principles on economic
management methods for cooperative farms (the same as with factories, they call them “socialist enterprises” which are
run under an independent accounting system).

As a method for that, and as a method for further heightening the responsibility system within the sub-work-team
management system, a system of responsibility, dividing certain fields among individuals or small groups of people,
making them responsible for feed management, and putting them in charge of fields which stresses the results of that
distribution, was introduced nationwide in the second half of 2012. From the following year of 2013 it was substantively
introduced, and in the writings of Kim Jong Un at the “National Agricultural Sector Sub-Work-Team Leaders
Conference” on 6 February 2014 the “Field Responsibility System” was formulated. The production plan by the state
has been directed in the same way as the Sub-Work-Team to date (on average, 15 to 25 people), but within the Sub-
Work-Team at the time of division, it has come to be the case that the division stresses the size of the harvest for the
fields which are taken charge of.

For changes other than those, in the 2015 “New Year Address” First Secretary Kim Jong Un emphasized a shift to
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the “improvement of the people’s lives”, the “three pillars” of agriculture, the livestock industry and the marine products
industry were taken up, and the making of the objective of the improvement of nutritional balance, and not only calories, was
noted. In connection with economic management, in addition to the terms “management strategy”, “business strategy”, and
“competitiveness” having come into use, the promotion of “activities to establish Korean-style economic management
methods to meet real needs” was emphasized. The third national conference of financial and banking officials was held in
Pyongyang on 13 December 2015. It hadn’t been held for almost 25 years. There, with First Secretary Kim Jong Un stating
"Let us dynamically accelerate the building of a thriving nation by bringing about a turn in financial and banking work”, it
could be seen that how they can satisfy the investment requirements for economic construction is currently a major economic
issue in the DPRK. At the conference, in the report which Vice-Premier and Chairman of the State Planning Commission Ro
Tu Chol made he stated “I emphasize that in financial management, we have to fulfill smoothly the needed funding
requirements in order to realize measures for the people, properly combining creativity in individual units with the state unified
planned guidance, raising the functions and role of the state budget, and thoroughly go through the translatory route of the
Workers' Party of Korea”. If there is change in the financial sphere, and it is linked to official approval of investment via the
decision of state-owned enterprise (namely, company activities with the aim of making a profit), then the economic aftereffects
are forecast to be great.

After the 7th Congress of the Workers' Party of Korea, what direction will the DPRK head in politically and economically?
Looking at the summary report of the party central committee at the 7th party congress, amongst other things, it would appear
that matters will be carried out cautiously and steadily. This is based on the realistic judgment that it is not possible without
the people and the army’s approval, being their own governing base, via the recovery of the domestic economy and the entry
into a path of growth. However, with the antagonism with international society deepening, with, entering 2016, the nuclear
test, the launching of a satellite using ballistic missile technology, and the firing of short-range missiles, what kind of growth
strategy will be delineated? The uncertainty is great, and the reality is that the external situation will become increasingly
harsh.

[Translated by ERINA]
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Summary

The Democratic People's Republic of Korea (DPRK) promoted the putting in place of the legal basis in order to attract
foreign direct investment in the mid-1980s, and established special economic zones from the 1990s and economic
development zones in the 2010s. The setting-up of special economic zones and economic development zones was a major
distinctive feature of economic reform policy in the DPRK. In order to undertake this kind of open economic management,
economic reform is a pressing task. On the other hand, the attraction of foreign capital, and the establishment of special
economic zones and development zones are part of the policy of opening-up to the outside world.

What can be raised as the greatest change in the introduction of foreign capital policy in the DPRK in recent years is the
expanding of the application of investment activity with the putting in place of special economic zones and development
zones in each region domestically. Next, the DPRK law on external economic relations has been in large part amended
many times since the 1990s, but subsequently further improvement in the investment environment is necessary.

The various economic reforms which the DPRK is implementing are basically being promoted within the
maintenance of the existing system, and are the government-led attraction of foreign capital within the existing planned-
economic system. The realization of economic modernization via the extraction of internal resources which the DPRK
government is aiming for and the introduction of foreign capital policy compensate for the DPRK’s lack of domestic
funds, and is a part of so-called self-reliance.

Under the planned-economic system in the DPRK, the introduction of a market-economic system is difficult, and because
with the current high tension with the outside world the spillover effect for the economy from the attraction of foreign capital
is limited, the realizing of economic modernization via the extraction of internal resources which the DPRK government is
aiming for is considered to be difficult. Consequently, in order to tie the attraction of foreign capital to growth in the real sense,
it is necessary to go on further promoting initiatives, aiming toward an improvement in the investment environment, including
the formation of a stable international political and economic environment and the upgrading of infrastructure.

What is necessary at the current stage in order to invigorate the DPRK economy are the following three things. First,
while an all-out implementation of a market economy is difficult, its introduction experimentally in some leading
regions is possible. For example, within the Sinuiju International Economic Zone, the nation grants special legislation
and jurisdiction, and I would like to propose the putting ahead of market economic reforms in the special zones. Through
that, at the same time as forming a base for propagating the market economy in the future to more regions, it will be
possible to enliven investment, giving foreign enterprises free room for economic activity. Second, the improvement of
international political relations, especially the improvement of relations with neighboring countries, is a pressing task.
Even though an improvement in relations with Western countries, including the United States, is difficult in the short
term, within the bigger picture of the unification of the Korean Peninsula, it will be necessary to reduce the fruitless
maneuvering in relations with the ROK, and strive for reconciliation. In the future, when the DPRK constructs a
peaceful diplomatic environment, the possibility that the ROK will become the largest investor and donor country for
the DPRK cannot be denied. Third, for the construction of the development zones, it is necessary to avoid overlapping
investment as much as possible, and clarify the types of foreign capital to attract. The DPRK labor force in the current
stage cannot be called plentiful, and the mass development of labor-intensive processing and assembly industries as
China adopted at the beginning of its reform and opening-up does not match the realities of the DPRK. As a result, in
the construction of development zones and real economic development it can be said that the screening of foreign capital
is another important issue.

[Translated by ERINA]
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A Study on Environmental Protection in the Democratic
People's Republic of Korea and the System of Nature Reserves

LI, Songlin

Lecturer, Yanbian University, People's Republic of China

Summary

In the Democratic People’s Republic of Korea (DPRK) the system of nature conservation, including ecology, began
on 9 April 1986 with the promulgation of the “Environmental Protection Law”. The “Environmental Protection Law” is
a law that unified clauses regarding various past laws and ordinances on the environment, and aimed to effectively make
a system to deal with environmental destruction. In 1992, for the first time a clause on the environment was incorporated
in the amended constitution as Article 57. With that it was stipulated that “the nation will set up measures for
environmental protection in advance of production, protect and improve the natural environment, prevent environmental
pollution, and create a cultural and hygienic living environment and work conditions for the people”, and through that
the constitutional basis was achieved in the law for environmental protection and environmental protection-related
matters. Subsequently, the DPRK continuously formulated a great many laws relating to the protection of the natural
environment. The major laws include: the “Law on the Forests of the DPRK” (12 December 1992); the “Fisheries Law
of the DPRK” (18 January 1995); the “Law of the DPRK on the Protection of Scenic Spots and Natural Monuments” (13
December 1995); the “Marine Pollution Prevention Law of the DPRK” (22 October 1997); the “Protection of Useful
Animals Law of the DPRK” (26 November 1998); the “Law on Rivers of the DPRK” (27 November 2002); and the
“Law on Nature Reserves of the DPRK” (25 November 2009). Through this for the time being a comparatively complete
environmental protection system was formed.

In this paper I consider the DPRK’s environmental protection system, taking the environmental protection clauses of
the “Environmental Protection Law” and the “Law on Nature Reserves of the DPRK” as my basic data sources, and
undertake an evaluation and comparative study with a number of related bills in China of the same time.

[Translated by ERINA]
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Another Look at the Energy Strategy of Russia for the
Period up to 2035

MASTEPANOV, Alexey
Deputy Director, Oil and Gas Research Institute, Russian Academy of Sciences

Summary

At the Japan—Russia Energy and Environment Dialogue in Niigata on 30 October 2014, I stated that the “Energy
Strategy of the Russian Federation for the Period up to 2035 (ES-2035)” would be approved by the end of 2014. More
than a year has passed without the approval of the strategy. Why? When will a new energy strategy be approved?

Due to the continuous fall in the oil price on the world market, the discussion of the energy strategy was removed
from the proposed agenda for the government meeting on 4 December 2014. The Prime Minister, Mr. Dmitry
Medvedev, ordered the Ministry of Energy to submit a revised draft of the ES-2035 to the federal government by 1
October 2015. The ministry, together with the Institute of Energy Strategy and the Energy Research Institute of the
Russian Academy of Sciences, worked out a new, significantly amended working draft of the ES-2035 by summer 2015.
It took into consideration the new challenges and trends of world energy markets, as well as the impact of falling energy
resource prices and technological, financial and other sanctions imposed by certain countries targeting the oil, gas and
banking sectors of Russia. They prepared two scenarios: “Conservative” and “Target.” After open discussion, the
ministry publicized the revised version of the ES-2035 draft as of 30 September 2015 on its website.

The high volatility of world energy markets, however, continued in the second half of 2015, with a general trend of
the oil price falling. Without reliable and high-quality forecasts for the socio-economic development of the country for
the next 10-15 years, discussing the major parameters of the ES-2035 is extremely difficult. Recognizing that, Prime
Minister Medvedev ordered the establishing of a working group for the preparation of the “Strategy of Socio-Economic
Development of Russia up to 2030” in July 2015. Its work, however, seems to be delayed.

Nevertheless, the upgrading of the ES-2035 draft has continued. For example, a “Stress Scenario” was developed by
the end of February 2016. It assumed that the oil price would stay at the level of US$31-33 per barrel in 201617,
followed by an increase to US$42 by 2020.

Refining the work on the ES-2035 draft continues in other directions, including the environment. In particular,
societal opinion in Russia expects that the new version of the energy strategy will more completely reflect government
measures for regulating the reduction of greenhouse gas emissions.

The time for considering all these new issues is running out. The protocol for the meeting of the Commission for
Strategic Development of the Fuel and Energy Sector and Environmental Security on 27 October 2015 specifies mid-
August 2016 as the completion time for the work on the ES-2035.

[Translated by ERINA]
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* Sections 301~310 of the Trade Act of 1974.

3 Council Regulation (EC) No. 3286/94 of 22 December 1994,
! Pekkanen (2001), p. 708.

® Canada/Japan: Tariff on Imports of Spruce, Pine, Fir (SPF) Dimension Lumber, Report of the Panel adopted on 19 July 1989

(L/6470-36S/167).
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Summary

Taking advantage of its accession to the WTO, China utilized international commerce rules with the two aspects of
“shield” and “sword”, and came to actively protect the country’s own interests. This is because, similar to Japan in the
past, a foreign trade policy based on so-called “aggressive legalism” is developing in China also. In fact, China’s
aggressive legalism can be confirmed from the number of cases of invocation of such things as the utilization of WTO
dispute resolution procedures and anti-dumping. Moreover, via introducing the “Investigation Rules of Foreign Trade
Barriers”, which can be called unilateral measures, the transformation of foreign trade policy in China became clearer.

China’s Investigation Rules of Foreign Trade Barriers implemented an investigation of other countries’ trade and
investment barriers, and were introduced with the aim of eliminating adverse effects for Chinese firms. China’s Ministry
of Commerce carried out the investigation after receiving requests from domestic firms, and in the cases where the
existence of trade barriers was confirmed, the following measures would be taken with a given country: 1) bilateral
discussions; 2) the commencement of a multilateral dispute resolution mechanism, and; 3) other appropriate measures.
Actually, in 2004 an investigation was carried out of Japan’s quota system for the import of seaweed, and the Japanese
government, after a series of developments, would approve the importation of Chinese seaweed from 2005. In addition,
in 2011 an investigation was carried out on the United States’ renewable energy support policy and subsidy policy, and
the final judgement was shown that six of the US government support programs violated the WTO agreement.

This paper, after examining the development of aggressive legalism in China amid the heightening possibility of the
realization of a Japan—China—ROK FTA and an East Asian Regional Comprehensive Economic Partnership (RCEP)
after the agreement on the Trans-Pacific Strategic Economic Partnership Agreement (TPP), analyzes the substantive and
procedural regulations of the Investigation Rules of Foreign Trade Barriers and raises policy suggestions. In particular,
while making comparison with Section 301 of the US Trade Act and the EU’s Trade Barriers Regulation, it makes clear
the characteristic features in the regulations and the problems in the system’s operation.

[Translated by ERINA]
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The Potential for the Promotion of Heilongjiang Province’s Economic
and Trade Cooperation with Japan in the “One Belt, One Road” Strategy

Du, Ying

Associate Researcher, Northeast Asia Research Institute, Heilongjiang Provincial Academy of Social Sciences

Summary

The “One Belt, One Road”, at the same time as being a major strategy for China’s opening-up to the outside world,
is also a major strategy for domestic regional opening-up and development. Under the “One Belt, One Road” strategy,
the “China—Mongolia—Russia Economic Corridor, and Longjiang Land and Sea Silk Road Economic Belt” (hereinafter
abbreviated to “Longjiang Silk Road Belt”) was graded up to a national strategy, and Heilongjiang Province became a
front line and central region for the country’s opening-up to the outside world. In one analysis, if the intent of the “One
Belt, One Road” strategy is said to be development toward the west, the “Longjiang Silk Road Belt” is adjacent to the
Far Eastern region which has the greatest potential for development within Russia, and to both the developed countries
of Japan and the ROK, and is considered to provide a favorable foundation and the conditions to develop multilateral
cooperation with the nations on the Sea of Japan rim.

Then under the “One Belt, One Road” strategy, how will the situation be for Heilongjiang Province’s cooperation
with Japan, will there be leeway for leveling-up, and in which sectors will there be potential to go on furthering
cooperation? During the time of the Second China—Russia Expo in 2015, the “High-Level Forum on the Construction of
the China—Mongolia—Russia Economic Corridor—Longjiang Land and Sea Silk Road Economic Belt” was held in
Heilongjiang Province, government officials, experts, businesspersons, and media representatives from Mongolia,
Russia, Japan, and the ROK were invited, and the future prospects for Heilongjiang Province’s policy and the current
situation for the promotion of economic and trade cooperation were examined. The experts participating in the forum
offered the positive opinion of there being opportunities in the “One Belt, One Road” strategy for the nations of
Northeast Asia, including Japan, and one scholar also expressed the idea that for Heilongjiang Province’s economic
development the key would be upgrading the construction of distribution routes.

In this paper, I take the awareness of the issues to date, and summarizing the current research outcomes, I would like
to begin from the trends in Heilongjiang Province’s economic development, the progress of opening-up to the outside
world, and the actual situation for economic and trade cooperation with the outside world. Then I would like to analyze
the opportunities and deficiencies in advancing Heilongjiang Province’s cooperation with Japan under the new
circumstances, and explore the directions to take.

[Translated by ERINA]
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