
command economy of north korea

command economy of north korea represents one of the most tightly controlled
and centrally planned economic systems in the world today. This economic
framework is characterized by the government’s absolute control over
production, distribution, and pricing of goods and services, with minimal to
no role for market forces or private enterprise. The command economy of North
Korea is deeply intertwined with the country’s political ideology,
emphasizing self-reliance and centralized decision-making. This article
explores the structure, functioning, and implications of North Korea’s
economic system, shedding light on its historical development and current
challenges. Key aspects such as government planning, resource allocation,
industrial and agricultural policies, and the impact of international
sanctions are examined in detail. Additionally, the discussion addresses the
unique features that differentiate North Korea’s command economy from other
centrally planned economies. The following sections provide a comprehensive
overview of the command economy of North Korea, its operational mechanisms,
and its role in the nation’s socio-political landscape.
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Overview of the Command Economy in North Korea

The command economy of North Korea is defined by a centralized system where
the government directs all economic activity. Unlike market economies, where
supply and demand determine production and prices, North Korea’s economy
operates through state mandates and comprehensive planning. The government
owns the majority of means of production, including factories, farms, and
resources. Economic decisions such as allocation of labor, capital, and
materials are made by central authorities rather than individual businesses
or consumers. This system is designed to support the country’s political
objectives, including national security and social equity, often prioritizing
military and heavy industry over consumer goods and services.

Characteristics of a Command Economy

In the context of North Korea, the command economy exhibits several defining
traits:

Centralized economic planning with multi-year development plans.

State ownership of virtually all productive assets.



Fixed production targets assigned to enterprises and farms.

Controlled distribution systems for goods and services.

Minimal role for private enterprise and market mechanisms.

Economic Objectives

The primary goals of the command economy of North Korea include maintaining
self-sufficiency (Juche ideology), ensuring political control, promoting
industrialization, and supporting military capabilities. These objectives
often result in rigid economic policies that emphasize heavy industry and
defense-related production while limiting consumer-oriented sectors.

Historical Development and Ideological
Foundations

The command economy of North Korea has its roots in the post-World War II
period when the country was established under a socialist political system.
Influenced initially by Soviet economic models, North Korea adopted a
centralized planning approach early on. The Juche ideology, developed by Kim
Il-sung, became the guiding principle of economic policy, emphasizing
independence in political, economic, and military spheres. This ideological
foundation reinforced the commitment to a command economy as a means to
achieve national sovereignty and resist foreign influence.

Post-War Reconstruction and Early Planning

Following the devastation of the Korean War, North Korea implemented a series
of five-year plans to rebuild its economy. The focus was on rapid
industrialization, collectivization of agriculture, and expansion of
infrastructure. These plans were strictly state-directed, with production
quotas and resource allocation determined by the central government. The
command economy framework was seen as essential for achieving quick economic
recovery and consolidating political control.

Juche Ideology and Economic Policy

The Juche philosophy advocates for economic self-reliance and the
minimization of dependence on external actors. This ideology has led to the
reinforcement of the command economy, with the government maintaining
stringent control over all economic aspects. Juche influences decision-making
by prioritizing domestic resource utilization and limiting foreign trade and
investment, except where politically expedient.

Government Control and Economic Planning

The government of North Korea operates through a highly centralized planning
apparatus that sets production goals, allocates resources, and manages



distribution networks. Economic planning occurs at multiple levels, including
national, provincial, and enterprise-specific plans. These plans dictate the
allocation of labor, raw materials, and capital investments, ensuring
alignment with strategic priorities.

Central Planning Mechanisms

North Korea employs multi-year plans, often referred to as five-year plans,
which outline targets for various industries and sectors. These plans are
developed by the State Planning Commission and other governmental bodies,
which coordinate with ministries and local authorities to implement
directives. The plans specify production quantities, technological
development goals, and investment priorities.

Resource Allocation and Production Control

Resource allocation in the command economy of North Korea is tightly
controlled to meet plan targets. The government determines the distribution
of raw materials, energy, and labor to different sectors, often prioritizing
heavy industry and military production. Enterprises are required to meet
fixed output levels, with penalties for underperformance and rewards for
exceeding targets.

Industrial and Agricultural Sectors

The command economy of North Korea heavily emphasizes the development of
heavy industry, mining, and military-related manufacturing. Agriculture is
collectivized and managed through state-run cooperatives and farms, with
production quotas assigned to ensure food supply and support industrial
workers.

Industrial Sector

North Korea’s industrial base includes steel production, machinery
manufacturing, chemicals, and military hardware. The government prioritizes
these sectors to support its defense capabilities and reduce reliance on
imports. Despite significant infrastructure and resource endowments,
inefficiencies and outdated technology limit productivity within the command
economy framework.

Agricultural Sector

Agriculture in North Korea is organized under collective farms that produce
staple crops such as rice, maize, and potatoes. The command economy mandates
fixed production targets and controls distribution through rationing systems.
Challenges such as limited arable land, adverse weather, and resource
shortages have periodically resulted in food insecurity, which the government
attempts to manage through centralized policies.



Economic Sectors Overview

Heavy industry and manufacturing dominate production.

Agriculture is collectivized and centrally planned.

Consumer goods industries are generally underdeveloped.

Military production receives preferential resource allocation.

Role of International Sanctions and Economic
Challenges

The command economy of North Korea faces significant external pressures in
the form of international sanctions aimed at curbing its nuclear and missile
programs. These sanctions restrict access to foreign capital, technology, and
goods, further complicating economic management under a command system.
Additionally, internal inefficiencies and structural rigidities pose ongoing
challenges.

Impact of Sanctions

Sanctions limit North Korea’s ability to engage in international trade and
obtain critical inputs for its economy. This exacerbates shortages of fuel,
machinery, and raw materials, forcing the government to intensify self-
reliance efforts. The command economy’s inflexibility makes it difficult to
adapt to sanctions, contributing to economic stagnation and humanitarian
concerns.

Economic Inefficiencies and Resource Constraints

The centralized nature of the command economy often leads to misallocation of
resources, lack of innovation, and low productivity. Poor infrastructure,
outdated technology, and limited incentives for enterprise performance
compound these issues. These factors hinder economic growth and contribute to
periodic crises in food and energy supply.

Unique Features and Contemporary Developments

While the command economy of North Korea retains its core centralized
characteristics, recent years have witnessed some adaptations. Small-scale
market activities and informal trade have emerged, despite official
prohibitions. The government has experimented with limited economic reforms
aimed at improving productivity and responding to challenges.

Emergence of Informal Markets

Informal markets, known as jangmadang, have become increasingly prevalent in



North Korea, providing goods and services outside the command economy
framework. These markets offer a degree of flexibility and consumer choice,
although they operate in a grey area legally and politically. They represent
a significant shift in the otherwise rigid economic system.

Limited Economic Reforms

North Korean authorities have introduced measures to incentivize
productivity, such as allowing limited profit retention by enterprises and
encouraging private farming plots. These reforms remain cautious and
controlled, aimed at stabilizing the economy without undermining state
control. The command economy still dominates, but these developments indicate
subtle shifts in economic management.

Frequently Asked Questions

What is a command economy and how does it function in
North Korea?

A command economy is an economic system where the government centrally plans
and controls all economic activities. In North Korea, the government dictates
production, distribution, and pricing, with minimal market influence, aiming
to meet state goals rather than consumer demand.

How does North Korea's command economy impact its
agricultural sector?

In North Korea's command economy, agricultural production is state-controlled
with collective farms and state farms managing most of the land. The
government sets production targets and controls distribution, which often
leads to inefficiencies and food shortages due to lack of market incentives
and resource allocation issues.

What are the challenges faced by North Korea due to
its command economy?

North Korea's command economy faces challenges such as resource
misallocation, inefficiency, lack of innovation, chronic shortages of
consumer goods, limited foreign investment, and economic isolation, which
collectively contribute to stagnation and periodic economic crises.

How does the command economy affect the daily lives
of North Korean citizens?

The command economy results in limited availability of consumer goods,
rationing of food and necessities, restricted economic freedom, and
dependence on government distribution systems. Citizens have little
opportunity to engage in private enterprise, impacting their standard of
living and economic mobility.



Has North Korea made any reforms to its command
economy?

North Korea has implemented limited market-oriented reforms since the 2000s,
such as allowing small-scale private trade and farming incentives, but the
overall command economy framework remains intact with the government
maintaining strict control over major industries and resources.

How does North Korea's command economy compare to
market economies?

Unlike market economies where supply and demand guide production and pricing,
North Korea's command economy relies on government planning and control,
resulting in less efficiency, innovation, and consumer choice. This often
leads to economic isolation and slower growth compared to market-based
systems.

Additional Resources
1. The Political Economy of North Korea: The Challenges of a Command Economy
This book provides a comprehensive analysis of North Korea’s command economy,
focusing on its centralized planning mechanisms and the challenges it faces
in sustaining economic growth. It explores the historical development of the
country’s economic policies and the impact of international sanctions. The
author also discusses how political ideology shapes economic decision-making
in North Korea.

2. North Korea’s Economic System: Command Control and Market Pressures
Examining the balance between strict government control and emerging market
activities, this book delves into how North Korea’s command economy adapts to
internal and external pressures. It highlights the role of state-owned
enterprises and the informal markets that have developed despite official
restrictions. The work provides insight into the resilience and limitations
of the North Korean economic model.

3. Inside North Korea’s Command Economy: Structure, Function, and Future
Prospects
This title offers an in-depth look at the organizational structure of North
Korea’s economy, including its central planning agencies and industrial
sectors. It discusses the mechanisms used for resource allocation and
production targets. Additionally, the book assesses potential reforms and
their implications for the country’s economic future.

4. Command Economy and Isolation: North Korea’s Economic Policies in a Global
Context
Focusing on the effects of international isolation, this book explores how
North Korea’s command economy operates under heavy sanctions and limited
trade. It evaluates the strategies employed by the regime to maintain
economic stability and the consequences for ordinary citizens. The analysis
also considers the role of foreign aid and illicit trade.

5. The Role of Agriculture in North Korea’s Command Economy
This work centers on North Korea’s agricultural sector, which is critical to
the command economy’s overall performance. It examines state control over
farming, distribution systems, and challenges such as food shortages and
natural disasters. The book also discusses attempts at agricultural reform



within the rigid command system.

6. Economic Planning and Industrial Development in North Korea
An exploration of North Korea’s industrial policies under its command
economy, this book details the focus on heavy industry and military
production. It analyzes the planning processes that prioritize certain
industries and the impact on economic diversification. The author also
investigates the sustainability of these industrial strategies.

7. North Korea’s Command Economy: Social Control and Economic Outcomes
This title investigates the intersection of economic management and social
control in North Korea. It explains how economic policies are used to
reinforce political loyalty and maintain regime stability. The book provides
case studies on how economic performance affects social programs and citizen
welfare.

8. From Command to Crisis: The Economic Struggles of North Korea
Documenting the economic difficulties faced by North Korea, this book traces
the decline of the command economy through famines, resource shortages, and
systemic inefficiencies. It covers the impact of leadership changes and
policy shifts on economic stability. The narrative offers a critical
perspective on the challenges of maintaining a command economy in a changing
world.

9. Marketization within a Command Economy: The North Korean Experience
This book explores the emergence of market-like activities within North
Korea’s officially command-based economy. It discusses informal trade
networks, unofficial markets, and the limited reforms that have introduced
market mechanisms. The author evaluates how these changes affect the
traditional command economy structure and governance.
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