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Abstract

Analysis on the Condition of North Korea’s
Informal(Market) Sector:
Focus on Corporate Activity

Lim, Kang-Taeg

Two years into the Kim Jong-un regime, various measures regarding
reform and opening have been announced, and yet the specific contents of such
measures have not been fully grasped.

One of improvement measure for the Economy Management System
that is known to have been introduced in 2012 focuses on expanding incentives
for corporations regarding disposing products and distributing gains. However,
it appears that North Korean authorities have not adopted specific measures to
expand the areas of market activity, nor private property. In this respect it is
difficult to state that the economic reforms expected by the international
community are being promoted. Therefore, in order to obtain a comprehensive
understanding of the condition of North Korea’s market, it is necessary to conduct
a systematic study based on data collection of the conditions and characteristics
of the state-owned enterprises’ market participation. Therefore, this research has
primarily focused on two aspects. The first point elaborates on how state-
owned enterprises utilize the market in their planning and performance as a
corporation. The second point attempts to clarify the relationship between the
official sector of North Korea’s factories and corporations, and the informal
sector, comprising North Korean civilians’ market activities.

There are mainly two mixed views regarding economic activity related
to the markets of North Korea’s state-owned enterprises. First is the view that
the ‘actual marketization of corporations’ has been in progress, in which the
framework of state-owned enterprises is maintained only for appearances’
sake while the contents of corporate activity consist mostly of unplanned
economic activity, and that the market has been actively used in the process.
The second view concerns the ‘limited marketization of corporations.” This
view argues that although North Korea’s planned system has been on the
verge of collapse, major state-owned enterprises are still operating within the
framework of the state’s planned management operation system. In reality,
neither of two views mentioned above can be deemed as being an absolute
truth, or conversely, false. Instead, both occurrences are mixed. However, it

-Xiii-



is necessary to give attention on the assessment that the marketization of
corporations is gaining momentum.

In order to overcome the limitations of understanding the vast number
of factories’ and corporations’ planning arrangements and performances,
surveys as well as in-depth interviews with North Korean escapees has been
conducted. In-depth interviews focused on understanding the economic
activities of corporations’ planning performances, and the surveys have
adhered to prior studies’ questionnaires in order to grasp the changes that took
place after the currency reforms.

Keywords: North Korean Economy, Informal Sector, North Korea’s Market,
North Korean Enterprise, Marketization, Planned Economy
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15_Klarita Gérxhani, “Informal Sector in Developed and Less Developed Countries:
A Literature Survey,” Tinbergen Institute Discussion Papers, No. 99-083/2
(November 1999), p. 22.

16_Jbid, p. 25.

17-Martha Alter Chen, “Rethinking the Informal Economy: Linkages with the
Formal Economy and the Formal Regulatory Environment,” Department of
Economic & Social Affairs Working Paper, No. 46 (July 2007), p. 1.
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o el B o IR )
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e}

7

8- Alice Sindzingre, “The Relevance of the Concepts of Formality and
Informality: A Theoretical Appraisal,” Basudeb Guha-Khasnobis, Ravi
Kanbur, and Elinor Ostrom (eds.), Linking the Formal and Informal Economy:
Concepts and Policies (Oxford: Oxford University Press, 2006), p. 5-3.

-Ibid,, p. 5-3.
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Hlg-4] 71g3t 34 SIAF 7 Al AAEAIAlS] Ad Aol wlet gt
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AARI AR, U7 vlFA] 7192 Agaete] FeEj2 54 SJAke}
E AR R f?_r/} EA= sl ckQ](sub-sectors) 2] A=,
2 HIEA 79SS AT AR AHIAE A9 shRdelear &
9l At w9jeh waketc}22 Algls 7Fx|ARz (value chains)
Woll i) Az, A7 HEA 795 ZFAES 34 7199 7H]
ARE(F7PHA] A 913 499 &5 71e o] AA) StollAf A
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719 34 7195 AAEE 7 JiA/gdo] =kl & 4= qivk L
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20_Jbid, p. 5-4.

21_Martha Alter Chen, “Rethinking the Informal Economy: Linkages with the
Formal Economy and the Formal Regulatory Environment,” p. 7.

o] SRS S9iAIel TSR At Hule] (el Y=SaE FAI 9]
o, o]2fgk YIEYAA NUEL FFAIIAL 2H|RFRA] Aol Zrofgith, Az
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ZHAAREoA A2 719t iz del, A1 ZiRAbE el tistE o
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28_Jbid, p. 8.

29_(Gustav Ranis and Frances Stewart, “V-goods and the Role of the Urban
Informal Sector in Development,” Economic Development and Cultural
Change, Vol. 47, No. 2 (1999), pp. 259~288.

30_Sygata Marjit, “Economic Reform and Informal Wage-general Equilibrium
Analysis,” Journal of Development Economics, Vol. 72, No. 1 (2003), pp. 371 ~378.

20 SR A RE A B 19REe FH0R



O
=
obd] #j=(Hassan Arvin-Rad) 5-2 H|-5-415Eo] FaZ ozt
7Hgstal FARES flel SIS Atele AR YREE R
S Bl BAHArkS! o] Aol ol

A
S BARES FEIL UFARR FRE Y FAT 849
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31_Hassan Arvin-Rad, Arnab K. Basu, and Maria Willusen, “Economic Reform,
Informal-Formal Sector Linkages and Intervention in the Informal Sector in
Developing Countries: A Paradox,” International Review of Economics &
Finance Vol. 19, No. 4 (2010), pp. 662~670.

32_Ben C. Arimah, “Nature and Determinants of the Linkages between Informal
and Formal Sector Enterprises in Nigeria,” African Development Review, Vol.
13, No. 1 (2001), pp. 114~144.

33 Ana I. Moreno-Monry and Abdul A. Erumban, “Chapter 5. Formal-Informal
Production Links and Growth of Informal Manufacturing in India,” <http://
dissertations.ub.rug.nl/FILES/...../feb/...../05c5.pdf> p. 92.
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Hto]e}7K(Indrajit Bairagya)= 1%=2] theAAI7 ol wh2 A1
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o2 ARL WL glck3t Jo) wEw, FARE FANRES] T
Al 37HA] -8 (schoo) 02 B PE} W FEE 5HA WA, vl

34_Indrajit Bairagya, “Liberalization, Informal Sector and Formal-Informal Sectors’
Relationship: A Study of India,” (The 3lst General Conference of The
International Association for Research in Income and Wealth, St. Gallen,
Switzerland, August 22~28, 2010), <http://www.iariw.org.> (AA: 20134
9¢ 19).

35 Jbid., p. 6.
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36_(Gustav Ranis and Frances Stewart, “V-goods and the Role of the Urban
Informal Sector in Development,” pp. 259~288; Ibid., p. 6°l4] Z}<¢1-&

87-Sauya Chakrbarti and Anirban Kundu, “Formal-Informal Sectors’ Conflict: A
Structuralist Framework for India,” Journal of Economic Development, Vol.
34, No. 2 (December 2009).

%8-Ibid,, p. 59.
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40_Ibid., pp. 59~60.

4= Ana 1. Moreno-Monry and Abdul A. Erumban, “Chapter 5. Formal-Informal
Production Links and Growth of Informal Manufacturing in India,” p. 92.

“2-ol2fgt A= o] Aol A] AREEE A0l BlFA7|BEY] BikEe] BuljE= 2F
HZ2o] gt HHI} gltk= A}, A7 g s AICRE Adske 4719 E
o] Aglst 39S ¢ 47t gle 5 TAE AU 7] Wil ALE HIt o]
A7 AU T Y E hE AR, AR RN ARATLS ThRaL gleks
Holeh. ool weha] ulEA] AZRRO] FA] AUl AREI A BAoRe
AE7t o] AfolAs TetE|R] o= Zolt}. Ibid, pp. 104~105.
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4 Ibid, p. 105.

4_Janneke Pieters, Ana I Moreno-Monroy, and Abdul A. Erumban,
“Formal-Informal Linkages and Informal Sector Dynamics: Evidence from
India,” (The 3lst General Conference of The International Association for
Research in Income and Wealth, St. Gallen, Switzerland, August 22~28, 2010).

4_Ibid, p. 4.

46_(Gustav Ranis and Frances Stewart, “V-Goods and the Role of Urban Informal
Sector in Development,” pp. 259~288; Janneke Pieters, Ana 1. Moreno-
Monroy, and Abdul A. Erumban, “Formal-Informal Linkages and Informal
Sector Dynamics: Evidence from India,” p. 494 #j2l&-
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Z£2]: Janneke Pieters, Ana I. Moreno—Monroy, and Abdul A. Erumban, “Formal—-
Informal Linkages and Informal Sector Dynamics: Evidence from India,
(The 31st General Conference of The International Association for Research
in Income and Wealth, St. Gallen, Switzerland, August 22~28, 2010), p. 4.

Formal

7 I5E o] 7P TR EARKL, 159 JYIARRS el o AL oge
AL o3, e A, W B8 oshs BARE o 9] theltt, AgH)
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2ol wlgAEe g4 Bio| gzl 9ol HA| ghch

0 u}24] 719jo] FANRY At 7|%le] Hlal felg Be 50| AlFH FAE
sfal7] wpol v e Z7julgat eodulge] Exkt o] gtk 159 Helgt
M 5] R ol Wol]' upie], 150 olg-fo] 1AL ekt s
5L ol 217] oo R BT 4+ Gk Aoleh. weba] Anlat Age] FHo
A 34 7199 3719k A AL Eol gelA Bk Ibid, p. 5.
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Large-scale ; SME Modern ; Traditional

Forn ormal

Products and services: less complex

Consumers: lower income

Z*]: Janneke Pieters, Ana I. Moreno-Monroy, and Abdul A. Erumban, “Formal-

Informal Linkages and Informal Sector Dynamics: Evidence from India,”
p. 5.
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49_Sigrid Colnerud Granstrém, “The Informal Sector and Formal Competitiveness
in Senegal,” Minor Field Study Series (Department of Economics at the
University of Lund), No. 194 (2009), p. 12.
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Z24]: Sigrid Colnerud Granstrom, “The Informal Sector and Formal Competitiveness
in Senegal,” Minor Field Study Series (Department of Economics at the
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50-Ibid,, pp. 16~18.
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57-Ibid,, p. 26.
%8_Ibid, p. 28.

30 ERAY vlFA A REE AR 24 7198ES SR



¢ Aol A Yehtes 54 B82S 8 2oFd ¥

2 |BA-RE 2 zo =5
A ERrE Mt 2 Mg ddolM ddxel 2 gy
jars e Yo slo=z= Z4AHD A
:Ijoxl_g ggl&! fjjé‘“&"—g oot|'71| %Os
o—|‘l‘"'0” |
TSAE 2ty =5 7l=0 tist =0t oE7 W2
HI#DJ%'—'?’—‘:#OHH A2 A~59] 50% 0|2 34
2H| 2y FEOIM oH[EHoEM ZIEHAoR HH oF
ﬂ} MI:‘ loll 7|04
ox ooy | mem  [SUEOM MelSRON si3AREe BAS
e - 2ollH S2E MBS

ZA]: Sigrid Colnerud Granstrbm, “The Informal Sector and Formal Competitiveness
in Senegal,” p. 289] W& AR7} AHA.

TAAESS FARE ZAE AME] FAAY B

S1E Ak Fska Qe Wt HIBAR R FARE Aol

Ui HeQ) AL EAFOlE HES B BARES AU 7
H

Ao] Aol Z1ofshe Wako2 ST 4 Gl WS 271 ASth

0
rlr

5-Ibid, p. 42.

7149 A Bl Tt BRIP4 U Awe] By

31



32 =

W B2 QAL UEk0 ofo] mEw, FARES] YUEES
B2 oS FaA £E3AL Anjshy] o] Akl Wit
W3 ul A Apg o]k Eak PR SRS TS Rl

TS Ui 34 287 7E0 Exsit) via ulgARne zhe
k= A7k giek. A M9 Ea1 ok Yelsa) AgHos u

JBIAE 947] whioleh. ool ket ulgA] 715 AASE Al
o] AR Ghe BES TUTTES T At ulFAREY] TS
A Z23p|Z0] BAsH H1, 258 HAAEAIE 257 SsiA
Yl 742 wpgko @ et

a7 — 57 1 =
° Za-ugA AR EE 5
Formal E Informal E
orma’ “conomy Informal purchase of orma’ conomy
lormal/foreign goods
Formal firms < f foreig 80003 Informal
and households / l -------- »> enterprises and
2 | imports ) FOf”ma purchase of households
2 <f ______ | Commercial informal goods _
O > agriculture Subsistence
5 Exports Heavy industries |- f-- oeeeeneeeeeeees soees > agriculture
- - Informal wage income| | good and textiles
Utilities from formal sector )
Bankingand | Taxes Retail trade
finance P Transport
iSqvings

@‘.i : BU"VOWing :A :A
e e e

Z2]: Rob Davis and James Thurlow, “Formal-Informal Economy Linkages and

Unemployment in South Africa,” South African Journal of Economics, Vol.
78, No. 4 (2010), p. 6.

60_Rob Davis and James Thurlow, “Formal-Informal Economy Linkages and
Unemployment in South Africa,” South African Journal of Economics, Vol.
78, No. 4 (2010).

81-Ibid, p. 6.
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(2007d 71

Worker Characteristic Formal Informal
Paid Employee 794% 17.4%
Self-employed 36.2% 60.5%
Finance Sector 83.6% 13.1%
Construction Sector 61.5% 34.1%
Professional Occupation 91.0% 58%
Elementary Occupation 42 5% 53.9%
Income > R800/month 54.6% 11.0%
Income < R800/month 26% 44%
Education > HS Diploma 48.8% 6.2%
Education < HS Diploma 11.8% 7.2%
Male 22.0% 6.3%
Female 13.4% 6.0%
Black 13.1% 6.7%
White 42 6% 3.3%

Z2]: David Duane Kay, “The Relationship between Formal and Informal
Employment in South Africa,” (MLA. dissertation, University of Illinois,
2011), p. 18.
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o oA gtk Aol AL =8 AUSo|E Bela vl
Bgo] ofgke Arom WA et gloks Apaold.
WETK(Miriam Altman)& o]2jgt @] 0165 Al 7= Helst
T 9Jek84 A, 7 dobe] Q1EabE A2 (Apartheid)®%o]) whE

84_Miriam Altman, “Formal-Informal Economy Linkages,” (Human Sciences
Research Council, April 2008), <www.hsrc.ac.za>.
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85- o] Qa2 1948 RE FAH o AlggE|o] 1980dT] FHlol| 0|28 =&ai o,
1994 of] 2] =] $irt.

66_Miriam Altman, “Low Wage Work in South Africa,” (IAZ/World Bank
Conference on Employment & Development, Berlin, Germany, May 25~27,
2006); Ibid, p. 17904 A2l&-.

67_Ibid, pp. 17~18.

68_Imraan Valodia, “Formal-Informal Economy Linkages: Some Conceptual and
Empirical Issues,” (Revised paper prepared for the HSRC, April 2008),
<www.hsrc.ac.za/egdi.phtml>.

69_Miriam Altman, “Formal-Informal Economy Linkages.”
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Bertol] g, HlFANR] /|95 A FUEUAE
she TS AR A, 71 B S1Ee] BARe] 21 ]
Sany ofslgon, Fojo At Qe FoIgARTE T
A0 ERIThTO ofefah FARS Wobgolld] HIgA T FANE)
AAIRIAPL TS Zesicks A oulsitk o 4 ol

eEl IR HIEARE e A 35 9A

‘ . Most important D Second U Third |

Other

Self produced
Foreigner
Obtained free

Provided by customer

Small enterprise / trader

Medium to large enterprise
1

Number of Cases

Z2]: Imraan Valodia, L. Lebani, and C. Skinner, “Low Waged and Informal
Employment in South Africa,” Transformation: Critical Perspectives in
Southern Africa, Vol. 60, No. 1 (2005); Miriam Altman, “Formal-Informal
Economy Linkages,” (Human Sciences Research Council, April 2008),
p. 33, <www.hsrc.ac.za>ol|A A&

BERRS QL FA-H[FAF2 AV FAER thaA| vehd
& =]

T QIehs AT (A5 glom, Aol Bk Tl ABAel

70-Ibid., pp. 32~33.
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H]Z AR A FARE TR Al o] il A et loks
g 7pzsta ek vlgARERe] )R, 2e 7 (spaza), &3
ok 5 Fod 341 Axdold Bast Asis Tk Aol
Rom, o Rt o2 PdsHA 5P Al vlEA] FHoR o
AA7= PA, e5]8 FAFEe] TS tefRt dAEE =
SFIL Q)= Ao& el 9l7] wio|ctk”!
) HISARE 7199 S0 35 939 vl
(A %)
S | Sel | simel | 2ar s xpt ) Slet
oF 61 70 40 4 1 2 4
T30 43 73 1 9 13 5 5
HEolst 19 54 0 18 69 15 25
MO | 79 48 0 0 0 2 2
HE 56 41 51 0 5 0 3
ZEA | 79 37 30 2 0 0 5
=% 85 46 0 0 0 2 0
Efo}A 67 36 15 3 5 13 15
ol 66 51 2 5 0 0 7
2R 274 8 28 70 25 40

Z2: Imraan Valodia, L. Lebani, and C. Skinner, “Low Waged and Informal
Employment in South Africa,”; Miriam Altman, “Formal-Informal
Economy Linkages,” p. 33014 Q14

n-Ibid., p. 32.
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(4) 718 27 A1

o7]oMe ofZe|7ie] Pl A Hg e R duE izl ot

O Atoteh O o= 2|7HSub—Saharan Africa: SSA)

ohElrle] MgARES FARES] sl Higo Ay o
(forward linkages)& 7F]3L QIck’2 A 15-Eake] 29 AAR= 19804
thell =19] Az} 3 249 HF Lol ST, BlsARE
AYARES] e A} vl AR tiRt B4l wfiEe]l AE 2 AR R
o Ay QA AEH o2 AJgshe Holle SIS Holar Qiok’?

AR AT BARREOlA HISA] Ve AAAIE
S8tz Yoll FAsks AAH Hol= WHA, f-g-ofollA= Hl5-4 7
o] AAIE AMEShE Yol A=7dE Holal Qltt Uolx|g]ofet
ofze|7} F3l=o A= FAFEY e ARt AlxdAEe] AHlE
o AE 5 BAoA HlgA TS st itk o= A
£-& AUA7E A3t Q7] ook 4

A AAlol| val], FAFRIke] o5 AAl(backward linkages)=
o A Uehths 2o apofean Qlrk A t=E7|<H(International

ur Organization: ILO)o|| w2, H]FA|HEO] FA|H Lo

T AA AT Hokzelzt AEOlA 62~80%, EgttollAl= 96%

_{

d

i

A B 41910] o] 1 A11S] AMFERS FYHRQIER AMSSH: ofet Al
2 AN 3 Pl ofwl B Akle] o] 1 Aiele] RelE FUHEY
e AR Akle] WS g

73_Kate Meagher, “Crisis, Informalization and the Urban Informal Sector in
Sub-Saharan Africa,” Development and Change, Vol. 26 (1995), p. 275.

74_Jbid., p. 276.
75_TLO, Informal Sector in Africa (Addis Ababa: JASPA, 1985), p. 30.
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O ANOFZ2|7HWest Africa)

Aotze]zh 67]=9] BlEAFES] 6,0009971 e ez &
AEEE] AR () AR A AADS B4 A Aol w)
2, SR AgantEch et Ao® v o, o2gh Ayt

FIH= v 24 (informality) 9] 4223t 347} 9= A o2 epgch
53] FAFEe] AT AU ARAEo] A2 A
o] WA urepyi}.78

FA-HBARE 7 AV} 2 TR B b FEA

.

o
HOZLET 3, vIBARRAN L ARAES BAT 58719
o BSol FAR thet Purrhe TR R et Wl
o Fa5E golth B4, BATES o 20} Y FEst we
ARAES HAY N5 B4 J|YoRTY YEolt Aulag
Folshe AOR ekt %, FANO] We T B4R R
ohat oAbl SR ojgke TS wlElg Aol
gAY ] Tl B, BT B RN B34 719
So] AR oww& %%ﬂ H1gA) 7] oA B o 2 Ao
el %54_ ApE} A

;

76_Marcus Bohme and Rainer Thiele, “Informal-Formal Linkages and Informal
Enterprise Performance in Urban West Africa,” Kiel Working Papers, No.
1751 (January 2012).

7-Ibid, p. 6.

78_Jbid, p. 6.
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7HH(Ghana)2] S8AIFOIM LEHLE SA-HISA! 27|

Fhel e AT FEAAA YRt BARET u)E

AR %‘é Apol= A AT Alest = ol w2 E
1 8k 4= ek AlZu| g2 (Dimitrios A. Germidis) 5-& 34572
—L

g} ulBAREe] o] AUk B A Hejsia gIek® olo)
3 AR AR, B AR,
5w 258 5), A9 e of
qlom, ofxfe B Fol

o) w3y, 1249 seIt g7 Sohe ALt she
SJA], Azl &?LEJ% z)4gto] B2 gt 22 (red tape), H]EA)
QrolAe] S Azfulg, T12|al &2 oA Rl B w2 YR8
& 540 gt

o =] &l (Ernest Aryeetey)% t8-2) 2ok A5e] Folehs &
oA 7hte] ALgAPel A T4 HlgA ] o BAE
FdsheA E‘Jﬂlﬁ}‘i‘iﬁkso o mEw, 7hte] A8 AlAHcredit
market) o A= FAFEL} BFATE Afolo]l Al ZHX] AAAIZE &

79-Dimitrios A. Germidis, Denis Kessler, and Rachel Meghir, Financial Systems
and Development: What Role for the Formal and Informal Fianancial Sector?
(Paris: OECD, 1991); Ngoun Sethykun, “Linkage between Formal and Informal
Financial Sectors in Cambodia,” Cambodian Journal of International Affairs,
Vol. 4 (August 2011), p. 8|4 AQl-&.

80_Ernest Aryeetey, The Relationship between the Formal and Informal Sectors
of the Financial Market in Ghana, Vol. 10 (Oxford: Centre for the Study of
African Economies, 1992).
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Atet. A iRl ARdARES] A2 RROlA S4AR) AeRE

SR B AGHE RRo| sk A9olth T WAL, AR
Aot A1gAENA FATET AT ] 4B RAl
Ao A8 wolch Al WAL, HBARES] A8 ATAT} B

AR At QAL Atololl M S qEE +¥sk= -2t
33 4= Qlek8 B Aol waEy, o] FgAAel] RAws)
(segmentation)o] EAJg o= E-L31aL, A8 Fufel A=2] FoloA
FARRT, WA Aolo] ofu] Qi AE-go] o]FolA|T et
© Ade HERlth S A1E vl lolA FA R HEA R

Aol AT AAA Q4 HebA Q) ZERShy 23131} 82

CF, RRR ALK

(1) BA-ZARE 7+ FHS AAe] 7=

M4 AL B4 AAISH Ao dAslo] g, kAt Aol
o Hr} oiER A PHe £ qAo A

QL
k=l
=
ok

Qlrhs ARAoltt. e ARG FABH, “H1 4] 7]i5e]
81_Jbid, p. 8.
82_Jbid, p. 30.

83_Martha Alter Chen, “Rethinking the Informal Economy: Linkages with the
Formal Economy and the Formal Regulatory Environment,” p. 10.
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=

8 JIbid, p. 11.

. ofURsE, S, THEe] BEES 55 sKs Al ERPAS S S
520 gl oItk B, o] PREL HIF AN IS FARE A
5ol AFSHe 185 e A 4 ol ofelo] gickn Faa Rol.
A, F 20l 2w, 18] 2L aladele] et 508 rebia ek
oItk mhAlgto 2, g Ml Al T4 ddel Qs ghoe)
& Solets 3747k sl glek. Ibid, p. 11 3.

86_Jbid, p. 11.
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Folae Ae WA HES I T el AL
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87_Sigrid Colnerud Granstrém, “The Informal Sector and Formal Competitiveness
in Senegal,” p. 1.

8_Ibid, p. 42.
8- Ibid, p. 42.
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ZAR o] o]A4o] gt Tej} whEA] Washt &2 Victor B,
Tokman)o] w2, 43 Aol HZARE Yool 7]4e 541
N7 Ak A AAE Al AL EaEolok Tt

A~
ERE offRl AR A2 ARl vlEAREe] AT AT

9_Victor E. Tokman, “An Exploration into the Nature of Informal-Formal Sector
Relationships,” World Development, Vol. 6, No. 9~10 (1978), pp. 1065~1075.
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