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FOREWORD
" This publica:tién was prepared under cemtract
by the UNITED STATES JOINT PURLICATTONS RE-
SEARCHE SERVICE, a federal government organi-
zation esteblished to service the transiation
and resesrch needs of the various g‘vernment
departments. ‘
i
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REOHGANTZATION OF THE ADITNISTRATION OF THE NATIONAL ZCONOIX .
| T§ THE DEIOCRATIC PEOPLE'S REPUBLIC OF KOREA :

- : ~o S ,
. [Following is the trgnélation of an article by
L .M. Gudoshnikov inYSovetskoye Gosudarstvo
i Pravo, No 3, loscow, 2-February 1961, pages -

T3=~17 c; -

The Democratic People 's fepublic of Korea has been proceeding
.along a path of democratic and socialist development for a period of
over 15 years. In the past Korea was a backward, o lonial and a
semifeadal agrarian country. Its economy, which began to develop
and to-strengthen as a result of democratic and socialist trans-
formations during the first years after the liberstion of the
country, was extensively damaged during the Patriotic war of
Liberation against American imperialism.

‘During the postwar peried the Korean people, guided by
the Korean Labor Party, surmounted numerous dif .iculties and
trials and attained tremendous successs in the socialist revo-
Jution and in the building of socialism. In 1958 the socialist
transformtion of production relationships was completed and
the -exploitation of men by man was finally eliminated. During -
the sazme year the "most difficult question in the building of
socialism —— a voluntary trensfer of the peasantry from a path of
a petty, private property economy to a path of large cooperative,
socialist economy." /See Note/ The First Five Year Plan from 1957
£o 1961 was fulfilled by the end of 1759 by 115%, in the overall
volume of industrial production. Z§ee Note‘g7

Zﬁote;7 "announcement of the Conference of the Representatives
of Communist and Workers! Parties", Pravda, 6 December 1960.

Zﬁote 27 This report utilizes materials furnished by the
Tnstitufe of Tconomics and Law of the Academy of Sciences KLl
(Koreyskaya Narodno-Demokraticheskeya Respublika —— Democratic
People's Republic of Korea) and by the practicing organs of the
Republic gathered during the assiznment of the author to the Demo-
cratic People!s Republic of Korea in Hay and June of 1960,

The Democratic People's Republic of Korea became transfcrmed
into a socialist industrial-agrarian state with an independent
economic basis, as a result of this heroic labor victory attained
by the Korean people. 4 oreat role in the miltilateral progress
of the people's KLorea is performed by its fraternal cooperation
with other socialist countries. The aid extended to the KNDR by
the Soviet Union, the Chinese People's Republic and other socialist
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countries was most conducive to the restoration of the country's

- econoy over a short period of time and to its rapid progress towards

. socialism, -

At the present time the colonial, one-sided nature of the Korean
industry has receded into the past for good, its material-technical
basis became consolidatedi The Democratic People's Republic of Lorea
started the building of such modern ifdustrial structures as electric
power plants, blast furnaces, banks of coking furnaces arnd so on; it
now manufactures automobiles, tractors, excavators. and other large
machine equipment. : - o -

Considérable successes were also attained in the development
of agricultire, :After completion of soclalist’ cooperativization of
agriculture 'in 1958, the problem of the irrigdtion of: arable land and
the electric sup~ly of the villace wes resolved; at the prosent time

. .forces are beinc concentrated on the mechaniszation-of agriculture.

... Afteér the June (1°58) Plenum of the Central Committee of the
Korean Labor Party, which discussed the problém regarding a sharp
rise in' the food industry and in the production of consuiger goods,
the "local industry began to develop at a tumultuous tempo.  The.
p&rtféstablished a task of creating new local industrial enterprises
in every city and in every rural area (before the Plenum local - - -
industries were primarily provincial). The party's call was welcoied
with enthusiasm by the masses of the people -~ over g period.of less
than a'year after the Plenum more than 1000 local industrisl enter—
prises were constructed and over 85% of these were beginiing to produce
before they were corpleteds The rural and city people's committeces
received corresponding rights for guiding the industrial enterprises
subordinate to them.  In October of 1958, local organs were delesated
with the power to direct the industrial procducers! cooperatives as
welle During the same period an expansion in the sphere of control

of local or=ans in other branches of the nationial economy ras.acecon—
_plished. The local organs . were assigned with : Trade in %he Peripheral
districts (formerly, this was directly under the Hinistry of Trade),
the cooperative trade which is conducted by the Central Union of Con
sumer Cooperatives, the state purchasing, city building and the
comunal economy, agricultural building, majority of state farms,
agriculture machinery stations, the building ol roads and other .
projects of a local nature. A considerable portion of the pure incone
of enterprises of the local industry (the turnover tax,” the profit
tax, the income tax from the cooperative industry) was arpropriated
into the loecal budset in order to strengthen the material basis of

the local people's cormittees. ‘ . " o

- A year after the Plemum took place the country hag 2,038

industrial enterprises under localvjurisuiction,'inclucing cooperative
enterprises. The variety of products nanufactured by local industry
incrcased to 3,260 items by the end oc_August 1959 as compared with
1,780 items at the end of June 1958, /See Note/ In 1959 the share

of gross production of consumer- goods by the local industry amounted




to 39%. In August of 1959 the provincial peoples cimmittee re-' -
ceived the right to construct machine building enterprises of
average size with their &wn efforts, as well as to construct. -
metallurgical plants with an annual eapacity of 10 to 20 thousand
tons, -in addition to cement factoriés with a cdpacity of 130 to -
50 thousand tons per year. All this points to the fact that local b
industry became a significant factor in the country's econanye = .
The local peoples committees in the provinces, cities and rural
areas encountered difficulties in simultaneously dirccting in-
dustry, agriculture, the cultural development as well as the de--
velopment of public health. These conditions demanded reorgani-
zation of the management of national economys. . ‘ S
[Note/ - See "The All-Korea Conference of Activists in
Local Industries and Producers Cooperatives. A Collection of
Documents", Publishing House of orcisn Timynpase Idbewriure
Pyongyang, KNDR, 1959, page 21. ‘ - . : :
The growth of local industry, however, was not the only
reason for the reorganization in the management of the national
economy. A system that existed in the center of industrial min-~
istries under the new conditions of an unprecedented growth of
modern industry could not assure an effective management of the
enterprises and a cooperativization of their activities. As a
result of the subordination of enterprises producing identical
items under various ministries, irrational transportation sched-
ules were in effect, a number of demands and norms of cooperativ-
ization were violated in comnection with an aspiration to fulfill
the plan not only in a financial but in a quantitative respect.
Other irrational aspects were present that were associated with
the existence of a system of ministries that directed the industry.
‘The reorganization of the system of management in the ~ -
national economy of the KNDR, which began after the December (1959)
Plenum of the Central Committee of the Korean Labor Party, con- '
sisted of a transfer of the management of local industry from
the local pecple's committees and its unification in the hands of
economic committees of the provinces and cities under central
jurisdiction (Pyongyang and Kaesong). These committees were
delegated with the function of controlling the enterprises ‘under
central jurisdiction. At the center, the industrial ministries
were liquidated and committées of heavy industry and light in-
dustry, which controlled all branches of the industry, were
createds - e : o
Economic committees of the provinces and cities under
central jurisdiction, are local organs of the Cabinet of Minis-
ters of the KNDR, but they are not isclated from the local organs
of power, as the annual economic plans. of local industry are
sanctioned by the people's assemblies of the provinces and cities
under central jurisdiction. In addition to that, the Cabinst of
Ministers of the KNIR in its decree "on the creation of economic
committees" -of 26 April 1960 obligated the economic committees to
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fulfill 1mpor’oant work promulgated within the. limits of the .
area, in c¢lose association with local .organs..of povwer", On the -
other hand the. econemi¢ committees,, in realizing control over . -
heavy industry: and’ all‘;enterprlses »under central ,]urlsdlctlon, .
are to assure, as ihdicated by the' decree, the exact realization '
of the party polity ih this area; they undertake measures in ' - .
implementing adwrbnced methods of work as well: as measures for the B
timely revelation and cérréction of deflclenc:l.es" SR

_The economic. committess being organs under the Cablnet of
Wh.m.sters KNDR, are &t ‘the same time under the administrative .

and technical direction of the committee of heavy industryy the
cammittee of light mdustry, the state committee for constructlon,
as well as the M:Lnlstry of Fore:.gn Trade, inasmuch as. the- écon~
omic committees were placed in charge of the foreign, trade de-
partments of provincial people's conmttees wh:_ch are bas:.cally
engaged in mobilizing export resources: -

‘With the creation of economic comm.ttees loca.]_'Ly and the
correspending, committees at the center , a collective prlnc:.ple '
became ingrained in the management of industry. _ B

The liqu1dat10n -of ministries and an establlshment of cam-

mittees of heavy .industry and 1ight industry brought the central o

management closer to the enterprises and permitted the max:.mxn
liquidation of unnécessary managerial links, thereby assuring .

coordination in the solution of economic problems. Of preat- _
significance is the creation of a unified and main admmlstratlon
of material which was delegated with executive functions by the o
Department of Materlal Supplles with the State Flanning Cormm.s- .
sion. .
" As a- result of *bhe 11qu1dat10n of m:Ln:Lstr:.es, ‘the opera-
tional departments were curtailed, departments which were engaged

in identical work or which were closely associated were 11qu1dated

or wnified. The reorganization of management of national economy .

brought about a shift in. thé cadres and a decrease in the dimen-
sions of the apparatus.. After the liquidation of- ministries the
former ministers became either deputy committee chalrmen or
chairmen of the structural portions of the committees or headed.
the economic committees locally; most: of -the deputy ministers ,
also moved to the peripheral areas. All this assured a con31der-
able strengthening of the local economic cadres. At the same time .
the administrative apparatus decreased, including the enterprise
administrative apparatus; the positions of deputy directors and’
deputy department foreman were eliminated at most of the enter-
prises. The curtailment was accompanied by the perfection .of
style and methods of work and by significant smpl:Lf:Lcat:Lon of
statistical and accounting work. The expansion in.the rights
of industrial and construction enterprises must aleo be men-
tioned; they were extended the right to control the unused com-
modltles stored at warehouses at their own d1scret1on, as well
as the right to amend drafts, after coordination with whoever
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drew up such drafts.

~In dlscuss1ng reorganlzatlon and the admlnlstratlon of
national economy in a broadsense, it is necessary to dwell on
the concrete reorganization of agrlcultural producers' coopera—
tives. : Durlng the autumn of 1958 the existing cooperatives were
enlarged. Ulthln the agrlcultural ‘administrative regions, called
"rhi"... As a‘result of that, & large cooperatlve was. organized
in every Myhit, At the samg time, ‘along with the expansion of
agricultural cooperatlves, the tonsumer cooperatlve stores and
the credit cooveratives were transferred under tneir direct
jurisdiction. After the expansion, the duties of chairman of
the people's committee of the "rhi" and those of the chairman. of
the cooperative, administration were unified. /Sée Note/ -

,thg7 It must be noted that in those regions where the
state farms territorially correspond with the "rhi", the position
of the chairman of .the people's committee of the "rh1" is occupied
by the directors of the state farms. :

: In describing the significance of these measures hlm Il-
seng, in his report at the congress of agricultural cooperatlves
of the KNIR of 5 January 1955, stated as follows: "The expansion
of the agricultural cooperatives allows us to plan’ the fields,
to implement modern agricultural machinery and advanced technology
on a broader scale, to develop the many branches of agrlculture
bty means of a much more rational utilization of the natural-
-economic conditions, to conduct a very extensive agrlcultural
construction at a faster rate and more smoothly, without per-
mitting extra expenditure of labor or materials. As a result of
the unification of the duties of the chairman of the people's
committee with those of the chairman of the cooperative adminis-
tratien, the local organs of power came closer to production and 3
its role in the economic and cultural construction in the v111ag°
became even greater." [See Note/ '

[Wote/ Wovaya Koreya (New Korea), 1959, No. 99, Supple-
ment No. 1, pe ll.

This reorganization in the agrlcultural cooperatives
brought about a corresponding change in the functions of the
rural people's committees, which came closer to the organization
of the agricultural productlon, inasmuch as an entire link through
which the rural people's committees directed agricultural pro-
ducers'! cooperatives was now eliminated. The rural people’s
committees at the present time are units which directly resclve

the specific problems of economic and cultural life of the cor-
responding units, i.e. they carry out an organlzatlona1~execub1ve
function. /See Note/ A

[Note/ In Korean literature this term is contrasted with
_the function of leadership of the lower level administrative
organs (on behalf, for instance, of the provincial people's com-
mlttees with regard to the rural and city people's committees) .

As a conclusion for this brief review of the reorganiza-
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tion of the administration of the national econamy. in the Demo«
cratic People's Republic of Korea, it is necessary, tq mention an
interesting experiment which is being’ conducted for'a period of
almost two years in the Unghi rursl areas (inthe north Hamgyang
province) - and .ih Réwéng (in'the south Hubrighas province)i Varie- .
gated, unified stdte farms,. which:includé. both industrial and--
agricul tural enterprisés, weré created.in these rural areas. .. -:
Formerly most of the land in ¥hése:rural areds was the property,. ...
not of the agricultiral producers! cooperatives, but of the '~
state. The peasants of the few agricultural produders! ¢oopera=- -
tives on more than .one occasion addressed the ‘Htate ‘organs with

a request to transfer their land to the state and to have them- . .
selves reclassified as state workers. Chairmen of ‘the -Cabimet ..
of Ministers KNDR Kim Il-seng examined this request during:the
establishment of local administrations in March of 1959.  On-his .
snitistive state farms, éncampassing the entire territory of the
rural areas, were established in the Unghi and Rewenig rursl  areas..
After ‘that the rural area people's commitiees were dismissed and -
wmified state farm committees were elected during gsessions of the. -
rurdl people's conferericés, which combined the furictions of state
administrative organs and econcmic administrative organs, ‘The
state farms are subordinated to 'the corresponding provincial
people!s committees and to the Ministry of Agriculture. '

~ In order to be able to better comprehend the ‘dimensions
of the state farms--rursl areas and their economic organization-
and administration--let us cite various data on the unified state
farm in the Unghi rural area. The overall area covered by the .
state farm is somewhat greater than 60 thousand hectares; culti-
vated land occupies only 5,000 hectares, the forests cover over .
2,000 hectares, the remaining area is covered by flooded meadous; -
grazing land, water reservoirs and so on. Four industrial enter-
prises are situated on the state farm, including a'ship repair -
wharf, which, along with the maintenance and repair of ‘ships,
builds new vessels. Fishing, fish breeding, horse breeding,
animal husbandry, and poultry farming are all the main branches
of the state farm. The unified state farm committee, elected at a
session of the Rural Conference of People's Representatives in
May of 1959, consists of 17 persons. Along with the directors of
the state farm and directors of some of its sections; it also
includes the representatives of social organizationse  The
principal advantages of the new economic organization are con-
tained in the possibilities for a more rational organization of
labor among the workers of the state farm (in particular during
the various agricultural seasons of the year), as well as a
- better distribution of productive forces in accordance with the
local conditions, a considerable decrease in the size of ‘the ad-
ministrative apparatus and a decrease in unproductive expendi-
tures; these advantages were pointed out by the ‘directors of the
Unghi state farm. [See No't)g7p S o
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_ﬁbté7 As a result of the reorganization in the economic
administration of the rural area, the administrative apparatus
decreased by 129 units.

A11 these factors promptly reflected on the organization
of production, and én an improvement of the material well-being
of the people. Let us cite seversl indices. The gross indus-
trial production of the rural area, for example, increased 2.5
times in terms of cost during 1960 as compared to 1958; over
the same period of time the number of ducks on the bird farms in-
creased by over 17 times; the annual income per able bodied
worker of the state farm increased, on the average, from LOO to
1,000 won (won--is a Korean monetary umit).

Therefore the experiment in the creation of a unified,
variegated state farm in the Unghi area is being conducted with
success. A similar situation exists at the Rhinen rural area.

An acquaintance with the reorganization in the administration of
the national economy in the KNDR testifies to the new contribu-
tion of the Korean people, directed by the Marxist-Leninist Labor
Party, to the common treasure house of experience in state con-
struction of the socialist countries.

10,107 END




