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The Political Embeddedness of
Enterprise Reform under
the Kim Jong Un Regime

Choi, Bong Dae (Independent Researcher)

This study examines the foreign economic business of North Korean
enterprises based on an analysis of the ‘Socialist Enterprise
Responsibility Management System’ (SERMS, or corporate manage-
ment system) in order to reveal limitations of corporate reform due to
its political embeddedness in the ‘system of protection of the leader
[Suryong]’ (SPL). The political embeddedness of SERMS can be
identified explicitly in the foreign economic business of state-owned
enterprises (SOEs). Although according to the “Trade Act’ SOEs have
the relatively autonomous authority to conduct trade with foreign
partners and can open foreign currency (FC) accounts to manage their
own FC earnings, in reality their authority is severely limited by the
prohibition of holding foreign currency and the enforced transfer of FC
earnings to the state. Cadres authorized to conduct foreign economic

business are screened according to their political loyalty. The foreign
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economic business of enterprises is completely controlled by
ramifications of the SPL. Agents of the State Security Department also
surveil cadres’ economic business consultations with foreign partners.
All these measures are taken in the name of protecting the Suryong and
originate in the political characteristics of the SPL. This study

investigates the operating mechanisms of these politicized factors.

Keywords: Socialist Enterprise Responsibility Management System,
Enterprise Business Act, Trade Act, system of protection of
the leader [Suryong], foreign currency management, foreign

economic business
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