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2 The Status of North Korean Agriculture

2-1 The Status of North Korean Agirculture

Hello, everyone. | am Sungnam Kim and | will give you the second lecture, “The status and
system of North Korean agriculture.”

In this lecture we will look into the status of North Korean agriculture and related
system.First, | will give an overview of major statistics on North Korean agriculture and the
agricultural environment of each province with a focus on crop production and then briefly
examine the characteristics of major local areas. For a starter, we will see some statistics on
the status of North Korean agriculture.

First | will show the overview of North Korean agriculture. The size of farmland in North
Korea is estimated at 1.91 million ha, 13% larger than the South with 1.69 million ha.

As South Korean farmland is converted for other use at a rate of 2 to 3 ha yearly, it is
shrinking. North Korean farmland, however, is strictly preserved, with no conversion allowed.
But if trees are planted on hills and slopes according to North Korean forestry policy its
farmland can be shrunk.

The farm population of North Korea is 8.58 million, or 34.8% of the total population.in
North Korea, there is no freedom to movement, and once people are assigned to farm, they
hardly leave the rural area. In reality, however, some farmers do not live in rural areas but in
urban areas and engage in the non-agricultural sector. Thus the actual farming population
would be smaller.

For your reference, the farm population of South Korea is 2.75 million, one-third of North
Korea's and the share of farmers out of the total population is 5.5%, one-sixth of North
Korea's.
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Agriculture and fishery of South Korea accounted for just 2.3% of its GDP, while 22% to
23% in North Korea was considered an important industry.The share of North Korean
agriculture continues to fall but the pace is slow. If reform and openness of North Korea are
accelerated in the future, and the manufacturing industry grows rapidly, the share of
agriculture is expected to fall.

Next, we will examine North Korean major agricultural products focusing on grain.Rice has
been a food staple for South Korean people. Today as food consumption rises, they consume
meat more than rice. Yet rice is a food staple for them, and the state protects the
rice-cultivating industry as an issue of food security.

Compared to South Korea, the income level of North Korea is low, and agricultural
productivity is also so low that people suffer a chronic food shortage. Thus, rice is produced
as a food staple in North Korea. But statistics show that a food staple for North Koreans is
corn rather than rice.

UN's Food and Agriculture Organization releases statistics on agricultural status from the
Ministry of Agriculture of North Korea. There is a dispute over the credibility of the statistics,
but the FAO statistics are the only available data that can identify the overall situation of
North Korean agriculture. Thus, most researchers of North Korean agriculture rely on this
data.

According to 2020 statistics on production by grain type provided by FAO, 2.11 million ton
of rice was produced, while corn production was more than rice, with 2.21 ton in North
Korea. As you know, rice needs to be polished for consumption.

Therefore, rice production statistics are made generally with polished rice. but North Korean
statistics are made with unpolished rice. When applied to this, 1.4 million tons of polished
rice. were produced in North Korea. As for corn, 2.21 tons were produced; thus, it can be
said that North Koreans consume corn more than rice.

According to 2020 statistics, the most recent one, grain production in North Korea fell due
to an abnormal climate crisis. 2019 was a year of good harvest and the North Korean
authorities boasted of it. 2.8 million tons of unpolished rice was produced, equivalent to 1.87

million tons of polished rice.
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That year, 2.56 million tons of corn, aside from rice and corn, was produced. After 2010,
the annual production of polished rice was 1.29 to 1.93 million tons, while corn production
was 1.68 to 2.56 million tons. Potato is also produced in great amount in North Korea. After
2010, it produced 420,000 to 1.8 million tons.

Potato was produced steadily, with more than 1.5 million tons yearly until 2015; since
2016, it fell by a third, and the reason is still being determined. Bean is also produced in
great amounts. For example, 450,000 to 680,000 tons were produced during the same
period.

As for North Korean consumption, the amounts of imported crops as well as domestically
produced ones should be taken into account. Like in South Korea, most of wheat
consumption relies on imports in North Korea. North Korea imports 500,000 ton of wheat
and wheat products, that is, flour, the largest of imported food products in North Korea.

The second most imported food product is corn and corn products, with 300,000 ton every
year. Corn is the most produced and at the same time most imported grain in North Korea.
The third largest imported food is rice and rice products, with 100,000 to 200,000 ton
imported. In sum, as for food crops, wheat, corn, and rice are mainly imported to North
Korea.

Some may raise a question that exported amount should be excluded when estimating the
actual consumption of North Korean people. The most three exported items in North Korea
are all marine products. The fourth most exported is potato, with only 10,000 ton annually.
Therefore export is negligible.

Recently the North Korean authorities made an effort to shift the mainly consumed item
from corn to rice. As the country heavily relies on import for its wheat consumption, it is

trying to increase wheat production to reduce its reliance on imports.
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In Particular, due to the Covid-19 pandemic in 2020, the border with China has been
closed, and wheat imports to North Korea stopped, which would reveal the problem of its
heavy reliance on imports. In a conference at the end of 2021, Chairman Kim Jong-un issued
an order to increase the production of rice and wheat as follows: “Currently, what the party
is considered important in developing agricultural production, is to change the grain
production structure and plant rice and wheat in great amounts. Therefore, the general
secretary... made suggestions to improve the nation's agricultural production by shiting the
people's food staple to rice and wheat."This article is on Jan 1st, 2022, in North Korea's daily
Rodong Shinmun.

But Sources said wheat production has not yet successful. To increase wheat production, it
is necessary to secure field and good wheat seed. However, as the border is closed, it is
difficult to purchase wheat seed abroad.

Next, we will look into the agricultural environment of North Korean provinces except large
cities through related literature including the geographic data from the NK chosun
website.The most recent available data is from 2013. Therefore we will see the main
characteristics including crops produced that year. In the interests of time. | will glance over
it, first with regions adjacent to South Korea.

South Hwanghae province is the largest breadbasket in North Korea, with 90% of its land
producing crops or one-sixth of the North's total production. Rice and corn are mainly
produced, which account for 62.3% and 34.5% of the total production, respectively.

Besides crops, South Hwanghae province is famous for fruit-growing. Gwail (meaning
“fruit"for Korean) county of the province was originally Pungcheon county, and the name was
changed to the current one in 1967 as it was famous for its fruits. Apples, pears, and
peaches are mainly produced and persimmons, known as a local specialty in the North are
also a main product as well.

North Hwanghae province is mountainous but has large farmland. Crops can be raised
twice yearly in many areas, so the province is one of the most agricultural production
regions in North Korea, along with South Hwanghae, as discussed above, and North Pyeongan

province.
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Crops are the main products in North Hwanghae, but unlike South Hwanghae, corn is
produced more there at 53.2%, compared to rice at 40.8%. Among special purpose crops,
Gaeseong Goryeo ginseng is globally famous. In Gaeseong city of North Hwanghae province
ginseng processing factories are operated.

Now, we will turn to Pyeongan province located in the north of Hwanghae province. South
Pyeongan is also a breadbasket of North Korea, and rice is produced more than corn, with
67.3% versus 29.5%. Mundeok and Sukcheon counties are known as the most productive
areas in North Korea. Fruit crops are also grown. In particular, Seongcheon chestnut is
known as a local specialty.

North Pyeongan province is also a North Korean breadbasket where rice is more produced
than corn, with 61.3% versus 33.7%. South and North Pyeongan provinces have many
reservoirs and they were the main target of bombing by the US forces just before the truce
of the Korean War. It indicates that North and South Hwanghae provinces are important
regions for North Korean agricultural production.

In Gwangwon province, which South Korea borders to the east, dry-land farming is mainly
done for its geographical features, and fruit are also growing. About 56.7% of the entire
farmland is for dry-field farming, with 28.1% for rice farming and 10.2% for fruit growing
there.

By grain types, corn and rice grow with a similar rate of 47.6% versus 46.8%. Gosan fruit
farm and Anbyeon fruit farm are famous for growing fruits. In particular, persimmon from
Anbyeon fruit farm is known as a famous local specialty.

Now, let us move to South Hamgyeong province, bordered by Gangwon province to the
north. In this province, rice is more produced than corn, with 54.1% versus 36.9%. It is
famous for growing fruit, with about 910,000 pyeong of Bukcheong county designated the
Agricultural Development Special Zone, where fruit growing and processing industries are

developed.
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It is said that From the rule of Kim llsong, North Korea pursued fruit growing in
Bukcheong county as a national project. As a result, apples from Bukcheong are a highly
recognized local specialty in North Korea. In North Hamgyeong province, dry-field farming is
mainly done. Due to its terrain condition corn production accounts for 56.1% of the total
grain production. It is noticeable that the percentage of bean production is relatively high,
compared to other provinces, with 5.6%.

Lastly, let us look into Jagang and Yanggang provinces located between Pyeongan and
Hamgyeong provinces. In Jagang province dry-field farming is mostly done just as in North
Hamgyeong province. Among crops, corn accounts for 70.8% and beans 8.2%. of the total
population in the region. The percentage of rice is not high, with 17% there.

Yanggang province is located in highlands north of North Korea. It has barren soil and thus
only 6.2% of the entire land is used for farming. Among crops, potatoes accounted for
63.9%, followed by corn at 26.3% and beans at 6.8% of the total production. Rice accounts
for 3%, a negligible amount. Daehongdan county is famous for being the main producer of
potatoes; even a song about Daehongdan potato was created and sung widely.

So far we will look into the status of North Korea through its statistics on major grain
production and also the agricultural condition of each province. To sum up, in North Korea,
corn is produced more than rice; thus, corn is a staple for North Koreans. Recently a policy
of increasing cultivation area for rice and wheat was carried out, but it still needs to be
revised to judge whether it has been successful.

By region, South and North Hwanghae provinces and South and North Pyeongan provinces
west of North Korea known as the nation's breadbasket, produce rice more than corn while
the eastern regions produce corn more. In the northern mountainous regions, potatoes are
mainly produced as a food crop. Next time, we will look into the institutional aspect of North

Korean agriculture.
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2-2 Agricultural Management System of North Korea

Hello, everyone. Last time we examined the current status of North Korean agricultural
production with production statistics. Today, we will look into how agricultural production is
done in what system.

At the bottom of production unit is the cooperative farm. But as North Korea is run by
the planning economy system, the cooperative farm is not run independently but under the
control of an umbrella organization according to national plans. Let us discuss the process
further.

To understand the agricultural production system of North Korea, it is necessary to
understand its administrative unit’gun (county).”In South Korea, “do (province) is divided into
‘gun” and gun is divided into eup and myeon in rural areas. The place of county office is

" _-u

called “eup” and others “myeon” “eup”or “myeon is subdivided into "ri

u_:n

ri" in North Korea. The term “eup” exists but is different
from that of South Korea. As for North Korean administrative units, “do"and “gun’is the same

u_-n

ri.” The place of the county office is

Meanwhile, there is no “eup” and

as in South Korea but “gun” is divided into “eup” or

u_-n

called “eup” and others, “ri." In South Korea “eup” and “myeon’are equal units while in North

u_-n

Korea “eup” and “ri" are equal.

Before the agricultural cooperation movement began in the 1950s, North Korea's
administrative units were reorganized in the process of making the cooperative the
agricultural production unit. From 1952 to 1953, the unit of “myeon” was abolished and the
exexisting ri"expanded its jurisdiction. Also, the existing counties were subdivided and the
number increased.

Almost at the same time, Yanggang-do and Jagang-go were created to increase the
number of province.Some analyzed that in competition with South Korea for the superiority

of its respective system, North Korea built the same number of provinces and counties as
South Korea.




LR,

MRS M 2w

SEQUL NATIONAL UNIVERSITY

As a result of the reorganization of the administrative units in North Korea, the number of
provinces and counties increased to 9 and 168, respectively from 6 and 98 during the
liberation. The newly created three provinces are Yanggang-do, Jagang-do and northern
Gangwon-do, which were separated from the province after the Korean War. Comparing
North and South Korea as of 2020, they both have 9 provinces. As for the number of
counties, North Korea has 142 and South Korea has 82, which shows the North has much
more counties than South Korea.

In South Korea, many counties have become cities due to urbanization. Despite considering
this, North Korea's combined total number of cities and counties is 171, larger than 159 of
South Korea.North Korean land area is slightly larger than South Korea's, but many are
mountainous. Thus the number of its population is half of South Korea's, yet it has a similar
or even larger number of administrative districts.

When North Korea reorganized the administrative districts this way, it designed each
county to be an autonomous economic unit. It means each county has its own system where
if war like the Korean War broke out and some part of the territory was destructed or
occupied, other counties can survive independently.

Therefore, the county of North Korea is a self-reliant unit that can operate independently.
Thus we need to understand that it was an intentionally created administration unit. In the
agricultural sector, the cooperative farm management committee was organized in every
county to use the area as a center for building a socialist rural community and equip it with
the necessary functions for agricultural production.

The Cooperative Farm Management Committee was established in 1961 in every county as
an unit of overseeing agricultural production by the decision of the North Korean Cabinet,
“About Organizing the Cooperative Farm Management Committee." The preamble of the
decision explains the foundation background of the management committee as follows:

“Agricultural management cannot be conducted properly only with the administrative means
of the County People Committee. Therefore, management methods of an organization

specialized in agricultural guidance are needed to guide large-scale agricultural cooperatives.”
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“Therefore, it is the legitimate demand for our social and economic development at this
time that the agricultural guidance function be separated from the People's Committee of
County and professional agricultural guidance be established, and agricultural organizations
and companies in the county be run in a unified manner under direct control to secure
guidance and assistance.

It means guidance and support projects are carried out consistently for agricultural
cooperatives, agricultural organizations and companies through the county management
committee. Article 2 of the Cabinet decision details the role of the county as an independent
agricultural management unit.

“Article 2. The function of the county committee. The committee directly operates farming
machine workshops, farming machine factories, irrigation management offices, material supply
offices, and livestock disease control offices. It stipulates guidance for plans, farming and
labor issues, and financial book-keeping of agricultural cooperatives; it supplies equipment
and provides guidance for completing technological revolution in agricultural management.”

As such, all operations necessary for agricultural production, such as equipment, irrigation
and livestock disease control, are under the guidance of a county so that in case of
emergency, necessary functions can be operated within a county. The ideal agricultural
production system pursued by North Korea is where about 150 rural counties do farming
independently under the same structure.

The most important function of the management committee of county is to ensure the
supply —of agricultural  equipment within the county by running agricultural
factories/enterprises. The county committee operated agricultural factories/enterprises such as
an agricultural equipment factory, seed management office, irrigation management office,
livestock disease control office and feed factory. Equipment produced there goes to
cooperative farms. The name changed in 1962 from the aforementioned agricultural
cooperatives.

The county management committee supplies equipment to cooperative farms producing
crops and livestock products. The committee is supplied elements necessary to produce
agricultural equipment from provincial or state-owned agricultural organizations such as a

breeding farm, original seed farm, seed-gathering farm and agricultural material supplier.
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At the top of the county management committee is the Ministry of Agriculture and the
Rural Management Committee of Province. Let us examine them. The Ministry of Agriculture
is a national organization overseeing North Korean agricultural affairs by dealing with the
development of farming policy, establishment of agricultural production plans, development
and gquidance of agricultural science technology, planning and management of nature
reformation projects, operation of state farms and ranches, and trade of agricultural product
and equipment.

In North Korea, the State Planning Commission establishes final plans in the planned
economic system. The Ministry of Agriculture plans agricultural production and supply of
agricultural  materials. The Rural Management Committee of the Province receives
administrative and technological guidance from the Ministry of Agriculture. It is in charge of
guiding and managing the overall agricultural management, such as carried out liaison and
coordination work between the upper organization, the Ministry of Agriculture and the
subordinate organization, the county Management Committee.

The committee also operates local ranches supplying seed and breeding stock. In addition,
it develops and produces superior seeds and breeding stock to supply its subordinate
organizations, like state agricultural farms and ranches run by the Ministry of Agriculture.
Earlier | said that the Ministry of Agriculture is responsible for trade of agricultural equipment
and product. As seen in the case, there are operations defined to be carried out only at the
state level.

The county cannot do it independently when importing agricultural equipment from or
exporting agricultural products to foreign countries, mostly China. Instead, it must do through
a trade agency approved by the upper organizations, such as the provincial agricultural
management committee and the Ministry of Agriculture.

| said the Ministry of Agriculture and the Rural Management Committee of the Province run

farms and ranches owned by the state or province. Let us examined them. North Korean
state farms were created after absorbing state agricultural experiment stations or
nationalizing farms, ranches, and orchards owned by the Japanese when land reform was
carried out in the 1940s.
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When those farming land was arranged collectively, they became farms run by the state or
province. When they were small, they were operated as farmland for sideline or raw material
base of factories/enterprises.

Farmland for sideline refers to farmland where workers of state-run factories/enterprises
do farming to produce food materials for themselves.It isn't easy to imagine in South Korea.
Still, in North Korea, most enterprises and troops have their own farmland, and it is called
"bueop nongji (farmland for the sideline)’or hubang nongji (farmland at the rear),"with an
autonomous system of producing food materials for their consumption.

Members of state-owned farms are treated as paid agricultural workers of a state-owned
enterprise, unlike the members of cooperative farms, which will be discussed later. They are
different in that the members of a cooperative farm are distributed their share of agricultural
product after harvest.

There is a general farm, a special type of state-owned farm.lt is a large general enterprise
run by the state which was established by integrating a county's all cooperative farms,
related organizations and factories/enterprises under the Cooperative Farm Management
Committee of County.

The ideal socialist development model suggested by North Korea is to nationalize
cooperative farms. More specifically the farm ownership goes to the state from cooperatives.

As for management, North Korea suggests that agricultural management gradually go
nationalized. In this sense, general farms were established as a form much closer to the ideal
socialist development model.Through the establishment of general farms, North Korea aims to
achieve the state ownership of the agricultural means, namely the people’s ownership,
industrialization of agriculture and tuning farmers into workers.

In the 1960s to 1970s North Korea reorganized cooperative farms and state farms in
some areas or integrated farms in each county to establish model general farms which were
owned or run by the state. For example, general farms were established in Seonbong county
of North Hamgyeong province, Daehongdan county in Yanggang province, Rongyeon and Gwalil

counties in South Hwanghae province, and Chukcheon county in South Pyeongan province.
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However, with the subsequent economic recession and failure to supply agricultural
equipment, the policy of nationalizing cooperative farms could have gone smoother. Since
1980s, there has been no report of establishing a new general farm.Furthermore, after the
food crisis in the 1990s self-sufficient farms have become common even today and there is
little difference in operation between cooperative farms and state farms.

In other words, it cannot be expected for state farms to get preference in agricultural
equipment supply. As we will discussed next time, a series of agricultural reform policies
were conducted in North Korea in the 2010s and it is said that some general farms were
divided in the process of the reform.

So far we have explored the agricultural production system of North Korea with focus on
the Cooperative Farm Management Committee of County.Next time we will look into
cooperative farms that play a key role as an agricultural production unit.
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2-3 Organization System of North Korean Cooperative Farm

Hello. everyone. Last time we examined the North Korean agricultural management system.
Today we will look into the systematic characteristics of North Korean cooperative farms and
the process of agricultural equipment procurement and agricultural product purchase.

Agricultural cooperatives were created in each village in North Korea in the 1950s due to
the agricultural cooperation process, Then in 1958, an expansion policy was conducted to
integrate all the agricultural cooperatives in each ri (township). As a result, the number of
cooperatives fell from over 180,000 to 3,843, while the land size of each of cooperative
increased from 105 to 466 jeonggo. Such a system continues today, with only the name of
agricultural cooperatives changed to cooperative farms.

There are four characteristics of North Korean cooperative farms. First, they are based on
cooperative ownership where members of the cooperative share important means of
production such as land, facility, and capital equipment but their ownership actually belongs
to the state.

According to North Korean law, cooperative ownership means all means of production are
owned collectively by farm members and the state protects them. However, the members'
exercise of ownership is greatly restricted.In other words, it is impossible for farm members
to collectively sell some of land or purchase it from other farm.

As mentioned earlier, cooperative ownership is a transitional step to the ownership of the
people, that is, the state ownership in the North Korean socialist development
model.Therefore, you need clarification on whether cooperative ownership is similar to joint
ownership. It means that the state gives the exclusive right of farmland use to the members

of a farm.
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The second characteristic of cooperative farms in North Korea is the dependency on
management due to being integrated into the national planned economic system. North
Korean cooperative farms are operated in the agricultural planning and management system.
The Ministry of Agriculture, the Rural Management Committee of the Province, the
Cooperative Farm Management Committee of County, and the Cooperative Farm Management
Committee of Township are closely connected under the guidance of the National Planning
Commission.

Cooperative farms have an obligation to carry out national annual plans delivered by their
umbrella organization, the Management Committee of County. Under the Management
Committee of the County, they produce their assigned amount of agricultural and livestock
production in the procurement and sale system linked to agricultural fatories/enterprises, and
businesses in each county.

Third, North Korean cooperative farms are run on a self-paying basis. North Korean
financial law stipulates that finance of organizations, enterprises, and groups engaged in
production and management should be managed on a self-paying basis. Cooperative farms do
production and management activities and can reproduce with their own income, and do not
need to receive expense budget from the state. Thus it can be said that they are run on a
self-paying basis.

In terms of production, they are obliged to produce under the guidance of the
Management Committee of the County and in terms of ownership, they cannot exercise
ownership. In principle, however, they are not a national organization and do not receive a
government budget. Thus except for compulsory production, they have some management
discretion.

Fourth, cooperative farms of North Korea is a production organization which supplies their
production to all their local residents and at the same time serve as a living community of
rural residents. Collaborative farms in North Korea were ultimately administrative units and
rural living communities established in each township. Institutionally, cooperative farms and
administrative organizations are classified as different but in fact it is known that there is no

clear distinction.
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There is the People's Committee of Township and its lower unit in urban areas and the
people's units in rural regions. However, their function is concurrently done by the
Cooperative Farm Engagement Committee and its lower unit, working unit. Therefore, it isn't
very meaningful to distinguish them.

A closer look at the organization of cooperative farms reveals such a characteristic
clearly.In the organization of cooperative farms, at the top is the chairman of the Cooperative
Farm Management Committee, who overviews the most basic unit of agricultural production
and the management organization.

In the management organization, there are chief engineer, chairman of the production
department and chairman of the living department.The chief engineer is, as the first
substitute for the management committee chairman, tasked with organizing agricultural
production and instructing agricultural technology. The chairman of the Production
Department is responsible for supporting activities of production organizations such as
procuring agricultural equipment and maintaining the base of agricultural production.

The chairman of the Living Department is a position that acts like the administrative
organization of cooperative farms. The department runs administrative services such as
day-care centers, kindergartens, culture centers, clinics, and stores. In addition, it supports
overall rural living by offering farmhouses and repairing work.

Now, let us look into the organization of working groups which produce agricultural
products on cooperative farms.There are various working groups at cooperative farms: an
agricultural work group in charge of agricultural production; a machinery working group
operating tractors and trucks; a working group growing vegetables and garden products; a
fruit-growing working group; a livestock working group raising pigs and goats.

There can be working groups that produce local specialties, for example, a craft working
group, a sericulture working group, and a tobacco working group. Recently | had an interview
with a North Korean defector from North Hamgyeong province and heard that a working
group that grows tobacco was there to send it to Pyeongyang.

Working groups are organized based on the size and location of villages. Basically one
village is organized as one working group and a village is large, it is organized into two

working groups.
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In a sparsely populated mountainous area, two or three villages are organized as one
working group. There is a working group doing a single professional work like a tobacco
working group but there are those performing multiple works. A temporary working group
can be organized such as for damage restoration.

One working group generally has 70 to 80 people and in some cases more than 100. The
agricultural production working group, the most typical type, has 70 to 120 jeongbo of
farmland depending on the farm size and the level of mechanization. Vegetable-growing
working group has less than that, with 20 to 30 jeongbo of farmland.

Until 1965 the working group was the basic production unit of the cooperative farm but
since 1966 with the implementation of the sub-workteam management system, a working
group has been divided into a sub-workteam as the basic unit. From previous experience,
there is a need to organize production and distribute products through much smaller units,
and that is why the sub-work team system was created.

The size of sub-work team differs according to geographical features. In general in plain
area a sub-workteam of 15 to 30 workers is organized: in mountainous area, 8 to 12 and in
areas between them, 12 to 18. After the sub-work team management system was carried
out, land and production tools and after the implementation of the sub-work team system,
land and production tools and facilities were assigned to each sub-work team so that they
could operate independently as the basic unit of production at the cooperative farm.

Distribution is made to each sub-work team based on their productivity and thus it became
a basic uni of distribution. After the sub-work team system, workings groups remained as a
production unit of mechanized farming.

In this lecture, we have examined the organization type of North Korean cooperative farms.
Next time we will continue to look into the operation process of cooperative farms in light of
the implementation of national plans, procurement of agricultural equipment and purchase of

agricultural products.
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2-4 Planning, Procurement and Purchase
of North Korean Cooperative Farms

Hello every one. Last time we examined the organization of North Korean cooperative
farms. Today, we will look into the operation process of the cooperative farm in terms of
carrying out state planning, procurement of agricultural equipment and purchasing agricultural
products.

Agricultural planning in North Korea consists of preliminary, control, and national economic
planning. Preliminary planning is a step where the basic level of a plan is made and it is
delivered to cooperative farms through the Cooperative Farm Management Committee of
County by the National Planning Committee in October of the previous year.

Based on the preliminary planning, the Management Committee of the County and Planning
Control Agency of cooperative farms calculates labor needed to supply input elements into
each jeongbo of farmland. Then, the chief of financial issues makes a financial plan based on
the preliminary planning and estimates gross profit.

The preliminary production plan and estimated budget are collected by the Management
Committee of the County and integrated into a preliminary plan for the county, which is then
submitted to the upper organizations, the province and the National Planning Committee,
where the plan is, after being reviewed and revised, written as a draft of a national
agricultural production plan. This is called control planning. The control planning is delivered
downward to the province, county, and finally to each cooperative farm.

Cooperative farms discuss the statistics of the control planning with their work groups and
sub-workteams and then make a plan of crops and their variety to be assigned to each
working group and of supplying agricultural equipment, which goes to the Management
Committee for review and to the general assembly of the farm for approval and is submitted

back to the Management Committee of County.
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The submitted plan is submitted to the county, province, and finally the National Planning
Committee and integrated into a national economic plan. This is then finalized as a national
plan after getting approval of the cabinet and the North Korean Supreme Congress of the
People. The production and financial plan finalized as a national plan gains a legal bounding
force and is delivered finally to each cooperative farm.

Procurement of agricultural equipment and outsourcing is made by a contract based on the
annual  production plan delivered in this way. Commodities and services at
factories/enterprises of each province are produced by a contract between the enterprise and
agricultural material companies. Commodities and services at enterprises of each county are
produced by a contract between the enterprise and agricultural material suppliers of each
county.

In principle, no agricultural material supply contract is made if it is not based on national
plans.Each factory/enterprise produces agricultural materials by contract and supplies them to
cooperative farms.

Besides through a planned supply, cooperative farms procures agricultural materials through
an aid program or purchasing in the market.Agricultural materials supplied by national plans
are priced lower than the market price and in principle, they are supplied only to cooperative
farms which can pay for them.

| use the word “in principle” because that was the case when North Korean national
planning economy was working well in the 1990s before the global economic crisis. It is
known that since the 1990s there has been no case of agricultural materials supplied at a
state-set price according to the national planning economy.

Since the 1990s, the market has procured agricultural materials from cooperative farms. |
said earlier that each factory/enterprise should produce by a contract based on national

plans. However, after the economic crisis of the 1990s. production was made by illegal
contracts outside the national plan.In short, the unofficial market for agricultural materials
grew as the supply and demand are in balance.
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In the case of agricultural materials supplied by aid, cooperative farms have been supplied
them at the peak of the farming season through agricultural support movements.The main
items include fertilizer, compost and small agricultural implements.The livestock industry of
North Korea is not well developed like in South Korea, and thus it isn't easy to get compost
in rural regions.

Therefore, a movement often took place to gather human feces in urban areas and sent
them to rural areas, which is an example of agricultural equipment supplied by assistance.
Recent articles on North Korea reported that mandatory amount of human feces are
allocated to each household in urban areas and sometimes some steal their neighbors' feces.

As agricultural products from cooperative farms are produced with agricultural equipment
supplied by the state, they are subject to purchase by the government. This is called a
planned purchase to distinguish it from free purchase. It means agricultural products
produced not by the state planning are sold freely through national purchase organizations.

Planned purchase is divided into two: grain purchase and other agricultural product
purchase. Grain purchase refers to purchasing food crops such as rice and corn and it is
responsible for the State Food Procurement Agency. Purchase of agricultural products except
grain is made at food purchase general stores.

As explained earlier, after the economic crisis in the 1990s agricultural equipment supplied
by the state is done restrictively. As for the disposal of agricultural products, the amount
unofficially sold in the market increase rather than by government purchase.

It is reported that as North Korean food production chronically decreases due to weather
damage and sanctions against the regime, it puts pressure on cooperative farms to produce
the mandatory production for state purchase, which results in the deterioration of farm
workers' conditions.

Lastly, we will examine the distribution activities of cooperative farms.Cooperative farms get
cash income by selling their products through planned purchase or in the market and

operating the rural service sector. There can be surplus products not purchased.
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Such income is distributed to farm workers after all expenses, including agricultural
equipment purchase, are deducted.But all net income is not distributed to farm workers. 20
to 30% of it goes to a fund spent for running and managing cooperative farms as a
common fund.

Depending on the purpose of use, such a fund is divided into four: basic construction fund,
liquid fund, social and cultural fund, and daycare & kindergarten operation fund. The income
after being deducted from this fund is distributed to farmer workers, and distribution is
made by cash and in kind; that is, surplus agricultural products based on their annual
performance.

Scores are assigned to each agricultural work. Each worker is distributed their own share
according to their performance calculated by work types performed and working days.After
the sub-work team management was implemented, each sub-work team is given their
distribution share based on their performance. As such, distribution is made to each
sub-work team as well as individual workers.

Workers, not farm workers but at the management organization and social and cultural
facilities within the cooperative farm are paid a fixed wage based on their rank. For example,
managers of a cooperative farm are paid regardless of their performance.

As we cover it next time, North Korea carried out agricultural reform titled the system of
small-scale farming management in 2010, in which it conducted a policy of dividing the
production and distribution unit of the sub-work team into a much smaller unit.

This reformative measure is a Chinese model which succeeded in the 1980 in China and
North Korea was already familiar with it.According to the account of a North Korean
defective. During the Kim llsung regime, a farming reform modeled after a Chinese one was
conducted on a trial basis in some areas.

After all, the pilot project was not successful due to a conflict of interest between the
management and farm workers. As | said, the managers of farms who are paid a fixed wage
get nothing when gross product increases at the farm while each production unit gets more
as an incentive. Therefore, due to unsupportive management, reform could not succeed

initially.
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In this lecture, we have looked into the operation process of the cooperative farm in terms

of making a plan, procuring agricultural equipment and purchasing products.Next time, based
on this basic operation principle of North Korean agricultural production, we will examine a
series of farming reform measures conducted recently in North Korea.
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Agricultural Reform Measures of
the Kim Jong-un regime and their Limitations

2-5
Hello everyone. Last time we examined the planning, procurement, and purchase of North

Korean cooperative farms.Today we will look into a series of agricultural reform measures
conducted after 2010 by the Kim Jong-un regime.

After chairman Lim Jong-un took office, reformative measures were conducted in the
overall economic sector and agriculture. However, openness actions were also restrictive, such
as establishing 27 economic development districts to attract foreign investment in each
region.

After 2018, North Korea showed a gesture of entering the international community,
mentioning the possibility of a denuclearization measure.But negotiations for denuclearization
were stalled, and armed protest by North Korea continues. Since the Covid-19 pandemic
crisis in 2020, it has blocked all foreign exchange and remained in isolation.

As for reformative measures in the agricultural sector, though related information is limited,
it is said that reform is not progressing. Despite this, the series of North Korean agricultural
reform measures of the 2010s provides a good hint of the direction of reform North Korea
sets in the farming sector. Therefore, we will examine them as a reference to predict what
kind of measures North Korea would take when it moves toward reform and openness in the
future.

North Korea announced important economic reform measures in 2012 and 2014,
respectively. Known as 6.28 measure, it was published on June 28, 2012 titled, “About
establishing our own new economic management system” and the 2014 one is known as the

5.30 statement titled “ About establishing our own economic management method to meet
the needs of development.” After carrying out a reformative measure on a trial basis in
2012, North Korea announced a more sophisticated version in 2014.
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With the two statements, North Korea announced at home and abroad that it would
actively introduce elements of the market economic principle into the economy, calling the
reform measure “Our way of economic managementThe key policy of “Our own way of
economic management” consists of two: one is “Responsible management of socialist
companies” for the general economic sector and the other is “Responsible management of
small-scale farming “ for the agricultural sector.

At the center of responsible management of socialist companies are state-owned
enterprises. This policy gives management autonomy to them and emphasizes their adopting
strategies tailed for their own management circumstances.

North Korean enterprises are obliged to produce products based on planning indices
imposed by the authorities but the number of indices was sharply decreased by the
reformative measure. With the decreased planning indices, enterprises enjoyed enjoy
autonomy in making production strategy as they could sell some of their products in private
market, not through the state commercial network.

Of course to sell products in the market, enterprises must supply raw materials on their
own. In the past, the People's Committee also called “an alternative business system,”namely
a political organization is put above the manager of an enterprise in the decision-making
process. After the reformative measure, the alternative business system disappeared and
managers have more autonomy and are evaluated by their management performance.

To sum up, it aimed to increase farmers' autonomy as was for enterprises. Specifically the
size of the production unit of cooperative farms was reduced from 10-20 to 3-6. The
management system of small-scale farming was created as part of this reform measure.

The production unit refers to an organization under the cooperative farm and participates
in joint production and joint distribution of them. As we discussed eariler, in the past the
sub-workteam is a production unit consisting of 10 to 20 workers but the number was
reduced and they were allocated to much smaller land, a patch of field.
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Along with the measure that the number of planning indices was reduced for enterprises
and they were allowed to sell their products in the market, the distribution ratio of products
were set between the state and farmers of the small-scale farming team, which is also a
significant move.As there is no available official data on the ratio, there are many different
opinions about it.

Some argue that the state gets seven out of ten and farmers three, while others say vice
versa.There are various arguments because information on distribution ratio was gathered
from North Korean defectives or sources on the border with China.

Some products might be reserved for managing cooperative farms rather than for the
state or farmers. As | explained earlier, farmers of cooperative farms worked as agricultural
workers like state farms. Thus, people might consider reserved products for the farm to
belong to the state, which is why various arguments exist.

Anyway, what is important is that the share of farmers was set and just as enterprises
did, farms were allowed to sell their products freely in the market.Before such reform,
individual farmers couldn't sell their products in the market.

In the past, farmers were allowed to sell products they grew on a small patch of land they
privately allocated in the farmers'market. But products from cooperative farms were entirely
priced and purchased by the state and distributed or sold through the national commercial
network under the national planning.

Due to new reform measures, however, products can be sold at a market price and the
more farmers produce, the more their share of products for sale increases, which led to
improved productivity. But now it is evaluated that the 2012 and 2014 reform measures
have failed. As for the management of a small-scale farming in the agricultural sector,
despite the measures' intent, they could have been more effective in offering incentives to

farmers.
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The first reason for this is that North Korean reform measures failed to expand
consistently.With reform measures, North Korea also carried out a partial openness policy to
attract foreign investment but it failed to enough investment. The North Korean regime
focused on developing nuclear weapons to maintain the regime and in 2016 it received
economic sanctions from the international community. As a result, it suffered economic
severe hardship, including food shortage, instead of attracting foreign investment.

As North Korea could not produce enough food for urban areas due to economic crisis, it
increased planning indices assigned to cooperative farms or imposed payment in kind. As a
result, farmer did not get their due share.

Under the management system of a small-scale farming, three to six farmers co-produce a
patch of land, which was newly assigned every year by being exchanged among farmers.
Some argue that this practice discourage farmers from investing into land.

Having land exchanged every year seems to prevent farmers from having a sense of
ownership.As the North Korean authorities thought that reform meaures could threaten the
regime by shaking its foundation, they could not pursue them aggressively.

As for farmland, land need to be managed by fertilizing and tilling every year to secure
production. But if cultivated land is changed every year, it can hardly be well managed.

In 2017 North Korea declared the complement of nuclear development and that it would
focus on economic development and entered the international community.ln those
circumstances, Inter-Korean summit talks were held twice in 2018. Afterwards, however, its
nuclear negotiations with the US had no tangible progress, and the political situation around
the Korean peninsular created military tension.

Then, North Korea withdrew its reform and openness measures. It seems that between two
options of maintaining the regime or developing the economy, North Korea has chosen to
maintain the regime. North Korea controls private autonomy the former reform measures

allowed and takes action to strengthen the state control.
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In early stage of the regime, Kim Jong-un ordered that the people should learn capitalism
but now, on the contrary, he calls capitalism culture and South Korean culture reactionary
ideology and executes those who spread it For now, it seems almost impossible for North
Korea to resolve its intrinsic system problems in the agricultural sector.

So far we have examined the agricultural reform measures conducted by the Kim Jong-un
regime and its limitations.As for Chinese reform measures that were carried out from the
late 1970s, which will be discussed next lecture in detail, the fundamental goal was to
encourage increased productivity of individual farmers by subdividing the farming
management unit.

Based on this, producer organizations were created like cooperatives or farming
corporations to supply agricultural equipment that are not affordable to individual farmers
and to sell agricultural products, which is a model adopted by countries that experienced a
change of regime, like East Germany.

As for the direction of the reform measures conducted in the 2010s by North Korea, it
seems that the North Korean authorities had a similar position as China or East Germany.
However, reform action stalled for the political purpose of keeping its regime.

It is an important matter to solve this problem for North Korea and South Korea also
should consider how it can help North Korea in resolving the issue. This is all for the second

lecture on North Korean agriculture. In the thrid one we will discuss the Korean livestock
industry. Thank you.
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