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Abstract

Fiscal Segmentation and a Variety of Taxes
in North Korea

Park, Hyoungjung & Choi, Sahyun

There are two distinct features in the system of taxation and fiscal
mobilization in North Korea. First, the taxation and fiscal system show
similarities with those of pre-modern states. Next to a sort of modern taxation
built in a planned-economy, the population has been demanded to take part in
coercive physical labor mobilization and to donate directly a variety of physical
goods. Second, starting in the mid 1970s, fiscal segmentation gradually
developed in North Korea. At first, Kim Jong-il established and expanded the
fiscal role of the party-economy to support consolidation of his power base.
Since the mid 1980s, other powerful regime units including the military,
personal guards, youth organizations took part in the same kind of foreign
currency earning activities with the pretext of financing important regime
construction projects and fiscal self-support. In the mid 1990s, it turned out that
almost all regime organizations were engaged in commercial self-support
activities through mobilization of private talents and investments. The
expansion of fiscal self-support activities has contracted the revenue base for
the state budget and contributed to development of political capitalism, in
which the opportunities for earning profits are determined by political
connection.

Keywords: Taxes, Fiscal System, Labor Mobilization, Party-Economy,
Kim Jong-il, Foreign Currency Earning Activities
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