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SHA T 1900 T S oA FARE AR BAG gl
A F7bEe] WA Sekth e F5Ee A45ge] GDP
oA AA|sh= HFTS <3 M-1>oA B& upel o] 1978
31.2%01 41 1902 131%2 =17] ZAstgieh. o) fAHE BAw
el 1 ARAA SR BTAZ} 56 U Ao vl 2

—

A e Ao, ol Wk Fae] AAAE BAeA A
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Ao Bl sl £t A e @4EE o
EEEE 240 weh Fut 25 7] ARSI,

30) IR - ZAfEAE(1992), p. 183.
31) IMF(1992), p. 9.

32) 19939 )81 5J0] ThE Fad AL FA TR/ AT oo
F 49 $rol 4% /For 245 T o)Re] dUNFYOR ¥
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<E I-1> 5= M2 Hat

(9] 2919k, %)

1978 1132.3 155 3471 31.0 31.2 9.5
1980| 1159.9 245 5574 535 2.7 13.7
1985 2004.8 384 1530.0 83.3 224 17.1
1990 2937.1 33.8 2708.6 36.4 15.8 13.7
1992| 34834 281 3854.9 9717 131 145
1993| 4349.0 220 1432.5 32.9 12.6 41
1994| 52181 55.7 1862.5 35.7 112 40
1997| 8651.1 489 2826.0 32.7 11.8 38

s DB HiEE ) (19974F); TrhBiv g5 5 (19974F)

& 339

[ell

S, 1980t B ARG HAste] A =
8 ER7h QW TRl ALY AR 4BL Sk
A AARH O R AARSAA Al aT o] A vlFe] 21
e, 25F7P A% o A SRRt Rt ke
/AT, olol et < 2oy M ANY EAANEAT

P &

47199 AN el 1 A RS SauEe Age
o), olol me} nAERe] AR AP NEe 2

=1L, 2P dEo] A8k T ol S7kekl e, Al w7714

33) BleBfE - £MIE(1992), p. 157
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<FIE Il-2> 7=t ol FEM

1978 1980 1985 1990 1995

U= 1850.0 2414.3 5905.6 15166.6 393934

g TR AR T BB RS (19964F)

oA AT AAFEE neS Tl AAAE B
Aol ARl e BALAT mFE Aurt DA AL
olel§ Agtol AT Vg T
A ore A N BAgel N Gt 7]

A A & AE FAER] wielth AA R A =
719L whedt AA|EA o] ofzt AR5 tiAlste] alg, o %, AL
354 5 ThET A V)5S FREkE AMEE 2Ho7| = o
7] Wl g7

Faao1gel oisl A4E 4he A9e Fus
7] o2 d Aol AYE ARAN] FAE A7 UG A
FEow v Flolu)

o] A7) WAl AANA Ak wFES AH s AL ARL

AAAG AN A v F2F JeTS ek A A B

34) World Bank®] 1995W F4tel w2 1991d A A djZo] A
g EodA AAsE HlFT2S T30l 67%, AT d 8ol
58%, s A3 0] 51%, =323l 18%°]l Atk IMF(1997),
p. 17.
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#317) Wizl AFANE iA YD AAol FAE A7)
= Ego] ¥y shirh Wt el AAF ol oa) rAE
AR BAE A FRAAC g Ak Bebast {9l
o webd o] F14 AYE deitiete ANl F3
o Edg Iz wE Bet g F3e 4US BRE o
Falol F% ARANH) PAEE = ke

of g},

A sAw Ao Il A= ol 7t 9
ge] thel wi AR Welsh AHA a2
S AAH Aol AR AL E T RAA A H A A
2 fAST. 2del 49 1950380 ofu] Fore] A

Ll E = ALkl oF 1,600/ R oy T2 1970

lo

B AG A D AU FHINA AGZARTL T 5 Uk
o2& Aol = AH4g)e] GDPIA Aehi= m]Fe] Aol e}

Stk S AGBAR o]dstr] A Ao A AU el GDPel

A ZA e Bl 50%E Aoy S5 Aee oF 30% B

SR A A A A= AR FFes
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36) Naugton(1995), p. 41.
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A Agd A= H2e Aol & AA Aadd e
T"i‘ s

ot A A AANME AWHY Sol AP 19
T 5 Qe Tl HEFl Q) gl FAH Aol AAY A4
A8 ATD Sk 4 AUtk Aol eY Hae] 4Re of

2 1960 vl Al o] Al s}, ddstE Alf e e 7]
dH oz A et Alge] Xt AlFol whel EujE = A
T7F 2A STk TS, o] HellM H3ke] APt T

© 2"l Mt i AN SSHEES Axshe
ekl Agae s Agdeole wtge] H At gtk Hrt
= gk 53ko] Al o] GDPAlA A5 HlFS f
5 A= AFBA 7R Y o, ALEFe] St
E oA 2 vFo] 12 Hel &3 A 5 27tERY =
th 53] A A E=2 1960 o ol = 502, 19701 th ol = 60%TH
2] ar 19799 ) REEE] 1980 tholl= 70% & Al sF A THY).

k>

= FrAFE

¢

2 1990t 90% 5= Fsskdthzt 1990 d v $-vko] ¥ 50%
& oA A o H3] 2 TS5 A8kl ArH0. 535 Al g
welAA el JSAS AA bl Age]ibo]l ApA| sk B Sl
M= yepdth Ageibed o] AA o itE el A A sk v S
<= A Vo2 19509

455967 gt FAZE vl EE 197390 16.7% %

37) World Bank(1996), chapter 12 #=

38) %FE<7(2002), pp. 161~162.

39) 119 5(1999), p. 31.

40) E3to] IMFOl A|&3d Aol w2 19957 199639 2 vl &
o] 88%%}t 91%°l o] &t} IMF(1997).
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g TAHEA AgHYEA T AR EE LYstH HiolA =
T AAA Aol g dS% TFseit
<E -3> 19904 St 2o H3at
(&9 g, %)
1991|1992 | 1993 | 1994 | 1995 | 1996 | 1997 | 1998 | 1999 | 2000
JAHA) | 171 | 185 | 187 | 192 | na. [ na | 91 | 91 | 92 | 9%
GDP(B) | 229 | 211 | 205 | 212 | 223 | 214 | 177 | 126 | 158 | 168
A/GDP | 75 | 88 | 91 | 91 51 | 72 | 58 | 57
A B anises wget 53 93) gA oake H3te] 34
e
B) @=rod 43
A ghe2e, 1999 53 GDP #4325 =238, 120000 &3k GDP
FAA
<E ll-4> 53t ofaX| £ BE2EH H|ES
(21 %)
A7 A H] AL3) -8} A ]
1994 67.8 190 116 16
2001 40.1 382 148 74
2002 42.3 381 144 5.2
AE: 1UF(1999); = gAY, TESEHEAZF(2002. 4. 28 FHINF
o] #107] 5x}3] 9]
aefu) 9o BANS A @A) Bk ARAAs A A
wrh oy BT ARSFe] £ SAia @ld S gl
Eglo] Alg @A FollA AAA Fel B TE FXAMEe] #)
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1992 224.35 384 5875 32164 9.2
1993 33475 29.86 4469 299.30 6.9
1994 202.03 41.25 25.41 45.78 314.47 6.0
199 22891 50.17 24.17 61.64 364.89 58
199 311.39 53.38 27.46 61.68 45391 6.1
1997 413.67 43.20 28.25 66.84 551.96 6.4
1998 565.04 28.10 26.09 92.89 712.12 72
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1979 332.1 221 6.44 1062 319.7
1980 320.6 271 7.69 12.05 3064
1981 325.0 297 10.21 12.61 293.7
1982 354.5 3.60 11.82 1351 300.8
1983 387.3 464 10.55 14.02 2985
19684 407.3 6.26 11.91 1541 306.8
1985 379.1 415 15.78 1761 3314
1986 391.5 3.4 1474 19.17 3372
1987 403.0 4.25 15.28 19.86 3217
1988 394.1 415 13.20 214 3422
1989 407.6 379 12.95 23.26 352.8
1990 446.2 451 16.13 25.14 362.4
1991 435.3 568 16.38 2124 369.7
1992 442.7 451 16.41 2941 384.2
1993 456.5 3.74 18.04 32.26 393.0
1994 4451 434 19.90 36.93 4146
199 466.6 477 22.50 42.65 4417
1996 504.5 4.20 22.11 36.9% 362.8
1997 4942 4.60 21.57 4250 4004
1998 512.3 4.50 23.14 4598 422.6
1999 508.4 3.83 26.01 46.47 430.2
2000 462.2 442 29.55 48.38 446.8
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<Abstract>

The Current Progress and Future Direction of
Fiscal Policy in North Korea

II-Young Lee, Yeon Chul Kim, Moon-soo Yang,

Keonbeom Lee, Namju Lee, Byung You Cheon

This study analyzes the changing features and future
prospects of North Korea’'s fiscal policies during the country’s
economic transition towards marketization. We examine the
characteristics of North Korea's current fiscal system in order
to formulate a desirable path for future reform.

It is inevitable that North Korea will suffer macro—-economic
instability during the early stages of marketization. Inflation
will likely be a serious concern and if the decline in production
and employment continues longer than expected, reform efforts
could be delayed by the people’s resistance. Therefore, it is
desirable that North Korea gradually adopt an expansionary
macro—economic policy in the early stages of transition.
However, in implementing an expansionary policy, it is
necessary to set a target level of inflation and fiscal deficit that
do not hinder sustainable growth.

Chapter III studies the objectives of fiscal reform for transition
economies. In particular, it focuses on the implementation of a

gradual economic reform, without rapid privatization, in order



that stable macro—economic conditions can also be sustained.
Two particular reform policies are emphasized in this chapter:
First, the increase of the local government’s role to promote
marketization through the decentralization of fiscal system.
Second, the severing of financial relationship between the
government and state-owned enterprises, and thereby,
tightening budgetary constraints.

Chapter IV deals with the role of financial institutions, which
1s expected to change significantly from being a mere conduit
for central planning to a resource allocation and investment
selection mechanism. However, banking crises and accumulation
of non—performing loans in the banking sector are prevalent in
many transition economies. In this chapter, we review the
problems of financial sector reform in other transition economies
and also take a look at the current status of North Korea's
financial system. We recommend a number of key changes for
achieving a desirable financial system in a transition economy:
a transition from a mono-bank system to a two-tier bank
system, privatization of commercial banks to enhance efficiency,
defining the role of a central bank, assurance of financial safety,
establishment of specialized banks, and a slow and gradual
development of securities markets.

In chapter V, we propose an outline for North Korea's
enterprise reforms, including the expansion of state-owned firms
to become privately held commercial enterprises. The reform of
state owned enterprises requires an introduction of new

industrial policy and change of priority in investment policy. To



promote a more privatized market, a new tax system that can
accommodate corporate taxes, personal income taxes and
indirect taxes needs to be introduced.

Chapter VI deals with the incentive problems of a transition
economy. The socialist economy structure of North Korea
consists of a state-controlled resource reallocation system and
budgetary system. The incentive structure of North Korea's
resource reallocation system should be considered as a very
important factor for its reform process. To secure a sound
budgetary system in North Korea, it is necessary to impose
discipline and economic incentives on both sides of revenue and
expenditure. The subsidies to firms and workers and incomes
from them should be based on the economic incentives to
overcome soft-budget constraints and induce workers’
incentives. De—centralization for economic incentives should be
controlled by a hierarchical administration with both monitoring
and evaluation abilities.

In chapter VII, we analyze an agricultural reform and its
relationship with fiscal reform. While agricultural activities have
played an important part in economic development and system
transformation, public subsidies have largely been attributable to
driving the agricultural development. According to the results of
some comparative studies, North Korea's financial problem is
close to the former USSR's, and the tax structure on producers
i1s similar to China’s during the Maoist era. In pursuance of a
smooth development and transformation in North Korea's

agricultural sector, the shortage of grain has to be relaxed



through the increase in purchase prices, in the short to
intermediate term. And, from mid to long-run, it is necessary
to transform government marketing firms to pure private ones.
Finally, in the long-run, to narrow the gap between domestic

and foreign prices, structural policies need to be implemented.
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