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The launch of five short-range missiles from North Korea’s east coast earlier this month threw icy
water on some recent and uncharacteristically positive media coverage of Kim Jong Un’s regime.
Reports of tentative discussions with U.S. officials about the possibility of jumpstarting nuclear
talks, combined with the supposed mid-2015 rollout of additional Chinese-style economic reforms
contained in the so-called May 30th Measures announced last year, suggested that significant shifts
could be in the cards in Pyongyang. But the missile launch highlights the ways in which North
Korea’s room for maneuver, especially on the economic front, will continue to be constrained by its
inability to improve relations with old foes.

To be sure, Kim has instituted some economic modifications, some of which had their roots under
his father, Kim Jong Il, and more cannot be ruled out. However, circumspection is warranted, as
the end product is unlikely to be as impressive as the rhetoric. Thus far, the younger Kim’s rule has
been riven with contradictions, and this shows no sign of letting up in the coming years.

In the three years before his death in December 2011, former leader Kim Jong Il set out to improve
livelihoods as a way to boost his son and heir’s popularity with the North Korean public, thereby
ensuring the planned transfer of power. A policy shift ensued, beginning with an economically
ruinous currency reform measure in November 2009 that initially soured public trust and drove
ordinary citizens into holding assets in hard currency. Since then, however, it has come to include
business opportunities for the well-connected in natural resource extraction and transport logistics,
the creation of a number of special economic zones, and, most importantly, a laissez-faire approach
to private trade in the public markets that sustain the majority of ordinary citizens.

This has led to growth above and beyond Pyongyang’s centralized economic planning framework,
including improved harvests, relatively stable currency exchange rates to the U.S. dollar and
Chinese renminbi, and declining market prices for key foodstuffs. The country’s small affluent class
is participating in a vibrant gray market in real estate, and Chinese analysts have concluded that
North Korea is seeing noticeable, though far from stellar, economic expansion. The May 30th
Measures are said to extend experimental changes in agriculture and industrial enterprise
management.

However, cautionary tales abound. Some experimental farms have struggled to achieve their output
targets, meaning that agricultural reforms have left farmers with less to show for their labor than
they had expected. Elsewhere, some large enterprises that offered big wage increases to workers
back in 2013 have found themselves incapable of making good on that promise in full. Looking to
the future, there is also no guarantee that the statist economic reforms of May 30 will translate into
meaningful change on the ground. In corrupt and autocratic North Korea, officials are underpaid,
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and managers tend to make decisions based on short-term horizons due to the ever-present risk of
removal. So a policy document, no matter how well-intentioned, must toil against the law of
unintended consequences.

In any case, the country’s economy is bound to struggle unless an influx of seed capital can be
secured to generate sustainable economic growth. In North Korea, that kind of outcome still seems
very distant.

Given the lengths both states go to in order to differentiate themselves from one another, it is
ironic that South Korea faced a similar situation in the early 1960s. Then, the newly established
military government of Park Chung-hee responded by signing a normalization agreement with
Japan and putting the resulting economic windfall into strategic capital investments. That 1965 deal
with Tokyo arguably did more than any other single development to set South Korea on the road to
today’s prosperity.

There are those who believe North Korea is working toward something similar with Japan.
However, normalization is easier said than done for Pyongyang. Implacable hostility to Japan and
the U.S. lie at the core of its post-colonial, post-Korean War political claims to legitimacy. And even
in 1960s Seoul, normalization required negotiation, compromise and the coercion of student groups
ready to go to the barricades to halt the process of improving relations with its World War II
enemy, Japan. Though major public acts of dissent are not very likely in repressive North Korea,
there is scant evidence that the Kim government has the necessary flexibility to strike such a deal.

In theory, a more feasible way to generate capital may be to cajole South Korea into removing the
punitive measures against Pyongyang, including economic sanctions, put in place following the
sinking of South Korean naval corvette by a North Korean torpedo in March 2010. The measures
placed an immediate block on all inter-Korean trade outside the fence of the Kaesong Industrial
Complex, although Seoul has at times circumvented them, as when it allowed the experimental
trans-shipment of 45,000 tons of Russian coal to the POSCO steelworks on its east coast via a
North Korean port last November.

However, lifting sanctions altogether would require public consensus, and North Korea’s decision to
launch missiles is not going to help, no matter their range or potency. North Korea sees the
launches as a legitimate response to annual U.S.-South Korean military exercises, but they hardly
demonstrate a willingness to foster the kind of peaceful environment that is a crucial prerequisite to
trade, development and the attraction of foreign investment from neighboring states.

For North Korea, economic reform also depends on its southern neighbor’s domestic politics.
Pyongyang stands to benefit from the return of a progressive administration to power in Seoul, so it
may prefer to ignore conditions-based engagement efforts by the conservative administration of
Park Geun-hye altogether in the hope of a victory by the progressive left in 2017 elections. In such
a scenario, sanctions on inter-Korean trade most likely would be withdrawn swiftly with few
conditions. But any possibility of that is more than two years away.

In the meantime, Kim and his coalition nevertheless appear able to weather sanctions and remain
in control of the country. Claims to the contrary notwithstanding, North Korea is stable—for the
time being. That could change, however, because despite a combination of well-orchestrated
regime propaganda, revised economic incentive structures and coercive threats, North Koreans

North Korea’s Economic Reforms Constrained by Geopolitical Isola... http://www.worldpoliticsreview.com/articles/print/15107

2 of 3 2/18/2015 9:23 AM



have adopted an ambivalent approach to the present leadership. As long as market economic
activities are not attacked through government policy, most North Koreans appear ready to
acquiesce. But new challenges are always right around the corner.

Christopher Green is the manager of international affairs for Daily NK, a professional online periodical dealing with
North Korean affairs, and co-editor of Sino-NK. He is a doctoral candidate at Leiden University in the Netherlands,
where he researches the political economy and social structure of the DPRK.
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