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Analyeis of Soviet economic activitles in northern

Rorea indieates USSR intent to devslop northani Eorea into a
sabsidiary industrial economy complementary to the underdanloped
Boviet Far East {oast of Lake Baikra.l) |

Ultimate Soviet aims of world comunization will be
lﬁrved by the 1ndnetr1alization of the Far East. Northern Korea,
firmly dominated by the Cousmuniste, is the only re\meiéing area
on the Far Gastern mainland (north of India) tha;t 18 presen‘b'l)" )
eapable of contﬂbuting major industrial productivity towards\
furthering Soviet desires. |

The Northern Korean industrial piant, constructed by

the Japanose az an adjunct to thelr own war-making potential J

possesses substantial capacity to producé iron and stesl, a sur-~

plus of indusirisl chamicals. stratagio miueral deposits, and a

“_';;,;f;ﬂnnudavo}.oped hydro~electﬂc power system. In eoég‘mst tc the

dantmctim policy pureued by the Soviets in Hanchnr;a, northam
Korea suffared only limited damages tol her 1ndnstrie1 plent.
Boviet control of northern Km"ea;ie economy and ths Soviet policj
of econowic rehebiiftation indicate an 1ntarest 1n northem Korea
beyond Ats mainitenance zs & tuffer area.

In view of Soviet stripping in Manchuria snd Chine'a _
desperate need for internal developmen't, the relative}y undamaged
profductive capacity of northern Koree is making and will continue |

to pako & éonuiderable economic contribution te the furtherance

of Soviat aime in the Far Easte .
; Z IAERDP79_-01082A000100030003-4
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Korea, uﬁdor ﬁhg Jénpa;neéi. was .Gmployed up to 1931 as an
soonontc bridgehead onto tha‘ Aslatic mainlend, and served ss the
sta@:}.g area for the push into Manchuria. With th,e'outhredk of thé
*China Incident” (1937), Koroa,'bacame‘. along with the g:?oalter 1#&@84 |
trial eapacity of Manchuria, an importent 6ontinent§1 industrial base
for supplyizig the Japanese war effort. This industriai development,
superimposed on 1_;116 basic agriculturai lif§ of Korea, benef?tad 11 tfle
the basic ocox;bmy of the Korean paople. ' _

By 19310. Korea was oontribnting significantly to the Japénaée
wsr effort. The newly~developed iron and eteel industry reached peak
produetion in 1944 when over 2,500,000 tons of iron ore were mined,
and over 500,000 tons of pig iron and 200,000 tons of 1nga£ and shaped
stoel were produced, Non-ferrous metal refinerys produced 12,000 tons
of gluminum Trom imported ores, and & cnnsidqf_able amount of ccp;nar,

ziné. lead, and mguasmm. The great chemlcal plant in Hungnam had '

8 peak capma_ﬁy of ever 450,000 tona of nitmgﬁn«contai,ni_ng fertilizors.

-Smaliar chenical plaﬁtn Icontr'ibnta‘i‘l anothér 100,000 tons of_varied
chemlcal products. Thd hydro-selectric power gysten h&d a pesk capacity
of 25 mllion kilowatis, vhile over T4 million tAoné of coal (anthracite
and ligxnito) were mined in a peak year. Various strategic minerals
woere found a,p.d mined in Korea. Grephbite, tungsten, molybdenﬁm, gold,
sllver, magnasite, pyrite, copper, a.ﬁd flnorsi:ér were mined in appreci-
gble amounts. Other rare miﬁerala such as tiytanium. cobalt, and 'colum-_
blte were mined uneconomically in emall quantities becaues of their
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military importance. The oil refinery in Wonsean had an aonusl capa-
city ‘of' 1,500,000 varrele, and a cracking unit cgpadble of prnﬁacing
relati;oly high octene gas. The Xorean agrisuliural economy provided
Japan with rice and marine products in return for coarser kgra;ins from

other parts of the Japanese empire.

E»mﬁ.ﬂwm‘“—;ﬁﬂ&

The advant of Soviet Cceupation troops in the heary industrial

area north of the 38th parallel eignaled a new phass in the develop-
mant of northern Korea. Soviet economic policy in Torea inltlally
' §#volved removal of ma‘ch‘ln.ery and commodities in zcarce snf:ply within
the Soviet Union. With establishment of a stable Commmnist-dominated
Popular Fromt political system, the Soviets began to rahabilitate
Atzhe northarn Forea industrial capécity.‘

Soviet control of the reconstituted morthern Korea industrial
capacity assvmes lmportance when the sastern Asiatic mailvland 1s viewed
a8 a whole. Korea was & lesser industrial area compared with either
China Proper or Eanchurlan However, Soviet removals and the die-
raptions of the civil war have so reduced thé industrial capacity

- of Manchuria as to preclude any significant production within the next
two yeafs. Chipa, finally at peance, must of necaessity davéta its
economle efford towarda rehabilitating itt;s1 devastatad internal economy.
¥orthern Zorea, however sufz ered no lasting damage ae & reswli of the
Soviet Occupation._ 1f the Soriets are to 1ndustrianza the Far East;,

an industriel base rmst be formed. Present anslysis indicotes that

northern Kores is being utiliged to contribute io these aims.
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3. Sovigt ecogggig activities in northern Kdrea:
Northerh Koréa, under Soviet Occupation «nd later-Soviet direé—
tion, hus passed thraugh three successive phuses in its ecomomic de-
: 'velqpment. Although eacﬁ phuse overlaps ﬁq an extent with thé pre-
ceding'and foilowing ones, each is Cistinct in its purpose. The first
phuse involved’remOV¢l of muteriul to the USSR, the second is an at-
tempt on the purt of thé Soviets to rehabilitate the northern Korez
economy, and the third and final phese will see the northern Koresn
economy lirtegrated with the economy of the Soviet Far Best.
A. lst. Phase Soviet Removals (1945-1947)
The first yéar of the Russiun Occupation of Korea was
ch&racterizéd by chaos throughout the northern Kore:n economy. |
The industrial plunt capacity was reduced by continuous use‘ahd
poor maintenance during the war, by Jepaness demolition and Korean
vandalism, and by Soviet removal of key items in some plints. The
breukdown of civil Eontrol znd the Soviet policy of suppiying oc-
cupying troops wiﬁh native'foods caused sérious famine in some
areas. Perseéutioh of Jupanese technicians and Koreun industrialf
ists by over-enthusiastic Koreun Communists eliminated leidership
and‘direct;qn " of industry. Militaf& usags by the Soviet Army pf
the Koreun tréﬁsportatibn system pﬁnhibited shipment of goods and
materigls, The occupétion forces, further, absorbed the pfoduction

of the few food processing and consumer goods factories cupable of

: Approved'F'or Relefase,2:000108129 : CIA-RDP79-01082A000100030003-4
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«5e
\ Removals of industrial 'equipmal'lt to the USSR weié not
oxtt!n_si;e, Highly gelective in their looting, the Soviets took
,'el'octriveel sqﬂpment, the ‘newest precision machinery, end stock-
piled raw materials, The purpose and extent of Soviet removals
in northern Kores is best demonstrated by a comparison with

Manchurina. Soviet removal and damage to lndustrial installations

in Manchuria wae valued at $900 million, an area where the Japanese

had invested Yen 10-12 Miliqn. Soviet removals from northern
Korea, on the other hand, wore estimated at only $50 miliion
whereasy the Jepenese investment (mostly in the morth) was eéﬁm«b
ated at Yen .5 111118n.* The divergencies of pollicy employed
in the two areas has elgnificance in that the %oet desire to
‘have an iuduatriaj.l‘ area firmly oriented toward;%;téelf' is appar-
ent, Manchuria, potentially the most pov.gerful economic area in
porth-gast Asia wés by tr'eaty to return to a nation whose Inter-
asts conflicted with tl-wse of the Soviet Umien. Noi'them Ko-rea,
ho‘waver. waavschednle;d for occupation by -~ and thus orientatién
%o -~ the USSR, Realistically, the Soviets romoved from Man-
schuria that which might have fallen into the hands of their poten~
t'ial enemy, and preserved that in Korea of which they were sure.
It 1s not known what effects the recent changé 0 a
Commnist-regime in Chins - Manchuria will kavs on Scviet ecoronmic
offorts in Kéz*eﬁ.' he SQiiets may shift seconomic emphasié to

® No éomplataly accurate flgure can be arrived gt in computing
Japanese investments in either Korea or Manchuria.
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econorticully-richer China. 5
B, gg, Phuge ~ Rehubiljt-tion of the northern Kore:n
scopony:  (1947-1949)

By late 1946, some ordser vey.n 0 emerge from the chuo-

tic conditions of the esrly Soviet Occupaution. In December of

that ye;r;& ‘Planning Bureau wus set up oy the Koreun Interin Peo-
Ple's Commitiee, und & Nutional Economic»élan for 1947 was ahnouncgd.
Various laws and "decislons" (ordinunces) of w Socialist natuie were
promilgated. Anong these were: the Land Reform Law, the Hationslim
gation of'lndustry, Sex Ecuality Luw, new t.x reyulations, and oiher~
socio-ecohomic laws, Plunned recovery was in progress.

Sbviet participution in this eurly recovery is evident.

" The Soviets concentruted early efforts on building up the Peoplets

Army. Early Soviet imports into Koreu were mostly miiitary egqulip-
mqn%, trucks, and petroleums The lurge Jap&nése—built arsenal in
Pyongy-ug is reported to huve étarted limited prbduction of Soviet
weapons. (Whether this represéhts sctusl procuction or just ccssm-
bly is not Knowh). |

The civilisn sector of the economy wis not negléctéd,
During 1947, imports of oituminous‘coke, reconditioned maéﬁiﬁefy,
petroléum, und foodstuffs, wers reported as bein§ reqei#ed in
horthern Kore;. Communist néﬁsgager accounts §f Soviet shipmente
Yo noffhern'Koreu state thut 509 of totul importe in l946lahd
30% of tét@l imports in 1948 consisted of items for inuustrial
use. Soviet ships were eng.red in moving northern Kore.n export

qomﬂodities to Hongkong snd other Far Eustern ports, returning
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| duction into consumer ’Ode snd machinery, or sufficient arable

1and to justzPy 450,060 tons of fertili?er proauction. The Soviet

. ;1ﬁFiW’ then, may tuxe a major »hare of the Korean lnuubtrlal c&gﬁr

-

causxqg‘a serious struln on the Kore.n sccnomy.

B ’vf; Reliable reports indicate that over 30 of the generatad

?iﬁJexgorted to Aunchuria und the Saviet Maritime
S ,l ‘4;-provinces. The: Soviets receive more thun 50% of the output of

the iron and steel and nitrogenous ChemiCNl industries.

Presence of.éo#iet Occupation rorces in northern Koreu in-

cti n ?f:the economy alonv llneb de=¢red by the USSR.

‘ﬂith withdrawal of troopa in late 1948, the Sovxets reveuled the

| various method by whlch they intended to contlnue economic control.
It is be

_1eved that throuah these control dev;ceb, Jag USSR is ‘ble

to dirgct Kore»n economic uctivity and golicy long llnPu most favor-

aule to 1tself.
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‘ v;i"'%mni 6t. Diagentera to the regime remaining in the north have

‘ mder the "beni@, aﬁhpicas of the Rusaian Ariny'. the govemnient

'built aroo.nd a hard core of Mcscow and Yena.n trained Korean

1,,. ; Qg, un' ‘A;-gmunrl and risk mthlesa supresslon if they are‘

!'07 thla. i’:ho more vocal and active rebels have fled to the ”
amntuary of the south Maintaining cmtrol by police—stata
mathoda, the government has f‘aithfully f‘ollowed Spviet directicm.
Particularly evident are Gommniat 1nsniret‘i econonrlc measures |

- guch &8 nationalization of izxduetry,b allotmen* of raw mﬂteriala

a.nd finiahad pmduction, conﬂacatory taxation, aconomic plenning
in terms of quo%as to be filled, forced labor, and rial collsctivi-
~"@h‘l’.icmu '

: B‘ - yhs .’

-

Di.rect control of certnln phasea of the porthern Korean

aeommy was exarcisad by Soviet official and symi«official organi za- f

ticna during the occupation period whieh ended in 1ate 191480 ‘Stnce

‘that tima no further firm evidence has been received 89 to tha ‘

continuaﬂ pmaance of such or@nizationa 1n the aroa., I_t i‘a
bglieved however, that they ocntixma to dperate ei ther overt)y

or unﬂer the cover of the Soviet B’iasion in northem Kom&zv ,

ant promi.nent of thesa orgn,nivations. repor‘t.ed 1n 1914»8

wae 8 bra,nch of the Soviat Mini r-sf.ry of ‘Prada. Thise ggency,‘ hrokan .

ﬁéport notes that MORTRANS, the sovianﬁ
.ioint_ stock tramsportation company, hes taken over some of these
dutiasn .
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' ; Ti nurtharn Korea ie estimated at betuean hSOO and hZOO, Soﬁe 700

. BTe ensaged in nonmmilitary activities as advisers, diplomats.

LLJ

"anﬂ security officiala. In viaw of the trained parsonnel

shor»agaa within the Sbviat Union 1tealf these figures lends

{ quhaafa to Soviatlimportanca attached to northern Korea. Al-

| thqvgh tha number engagad in technical and aﬂvisory activiuiea

in ﬁhe T he

“onomy ie nod known, their nresenca ispoften

e

e WW WW W

tttuste& to in.prqpaganda broadcastu from northern Korea. in connect»

“4on with their dntias and contributions to the economy: mhrough

/ B

9 v1 t contra; of the Korean ecoégay Qap be'j
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sohools
technical inétitutiona has dona‘much to 1ngure a hard core of
$9vie$~orian§aﬁi

Tha meat overt method of Soviet econouic control in

aﬂtting up within northem horaa of‘Soviet-mn

Karaane 1n economic fields in the fgt?ra.

u ,‘1n varlqus Korean economic antarprisee. The device kpown aa the

brguint."stock ceﬂf“any‘ providos for Jolut Soviat and Korean cuntrold -

,mﬁmbers (anﬁ from rocont ravelat ions made by Yugnnlavia concerning

, soviet amtzvitiea 1n aimilar crganiza:zona in their cwn eaonomy),

N TR RN W W puJ T 1 WA W WRR R R R W W Y B WY W W B W BEW PR R W BT



pmmtc:t;ég and trade Soviat pnrticipation.in

AGP
%
il
ial
:

¥

e
s

ki

h

~%

Of bitumié ue G ’al from Sakbalin 18 bro

Reliable reports indi-

ught

i

e o
e

R

L]




W Akt

, Ln cqnnection with commduisg.}i . sbort
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k%o:t Smriet pricing po]ic,’;. ‘.l'bia 1nvolves the ea.le’ :%
( pncee and the purchasa h;r the satal}.ite of Soviet goods at the '
“goivng'world priﬂﬁ- e \ ] , S i
o lthqu’gh,'due to intemal shortag?s 1:1 thalUS:R the i
v Soviats ars not able Lo maet a.ll theﬁamgnda placed n'pon then by . ¥
the %g‘ 3y ’ a..onoqu, they have managed to pro*rme su:{'i‘icient | i
;assehtlal 1mperta to ma.ke poss1ble a s%eady increase 1n northem l
Korean production of‘ goode deaired by the USSR é
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rtechnical aasi sta.nca.

A goo&,indieation of the dagree of recovery 1s

in tha tra,deratatistics relaasad by the northam Korean govemhmt.
’ "!.‘mde b@tween northgm Kurﬂa and the USSR wo.8 ‘ﬂt millicm mblasa in
: agke, 1&8 mi,llion mblaa ian 19147 and 2674 mi.llion mblea 1n 191;8
’i'a:'ge!: 1ev91 for 191&9 is 337 millicm mhles.

: ':LS:‘wiét c,ontz;éi bo%.h dirécflhnd indiz;'ect. o northern
,Korea & economic pomm;ial has 1it~1e mmediate bnaaring on Soviet
mnomic a.n.d militg,ry capabilitiea. ‘I‘he importanca of US*’ controi

. T
of tho coxzzp ratively m)llc- derveloped mduatrial aren nortﬁ 3 tha '

f}&tlh ps,ral'l 93 15 not onvioxm unless viewez‘i a@insb Y background of
the USSR°s position bin‘ the F‘a.r East. ,
'!‘he Soviet Union. now haa 1ntcmsified intereata in tha '

,,'4

A?ar Eaat, Thfan

J

» If; 1§'L€1'fficult ge tmela.te fhis into acllq,rs, bacsmsa of Rnss;ag |

nder the Soviet system a satellite sells it's
lots for Rubles 5 to the Dollar, bui must buy
les 18 to the Dollam '

© fisoal prectices,
L ﬂﬁmt Lo

¢ lané‘.nmaas of China e under cmtrol of' a governs
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RSN
wh

‘ has dwiaraﬁ allegiance to Soviet aims and methoas.

. An intyes

l.,ﬁal oapncity to supply the ezpandin neeﬂa o
5 (k g
,ﬁna becomes a necesalty for the furtherance of

' of l. dcvoloping

Gomnni at ultimate%aims in t.he F‘ar .aast. ‘I‘he induatrialﬁ capacit

!!Torthem Korae, 1ie capa‘ble of supplemonting Saviet 1nduatr1a1 prodm..-'
tion 1n tha

1mportax;t fields of chamicals. im and stoel hydzo-

i
ants e:t‘ northem Koroa represent an 1mport9.n1; factor in the man-

ﬁawér dgﬂ,cient Soﬁ.et I‘a,r *ﬁaat. &he northern Korean Pagp}:e are
not on a comprable 11 i.era.cy level with the people of Soviat Union,

'bv.t an egtimatad 30’ have at least a graunar school educat n

t!ma am more suecmtibla to technical training that ara I oet other

-

peoples of the no;‘thnaaat Asia area.
§urthem Koraa. un&er Ruasian snparvision a.n& éirectiau, -

| V

naeﬁa in devéloping tha Aaiatic mainland

N

R

| . o!‘ %ha 39?491; Far ?‘-ast (eaat of Lake Baikal) ia relativa,}; ;”amll, B

i ,,

aleetzic powef. a.né‘light metals manufactnre.l The' 9 millmn inhabitn o

is 1n e position at presant %o contribute directly to %ﬁot aoonomie
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