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  How Do We Measure Economic Freedom? 
See page 471 for an explanation of the methodology  

or visit the Index Web site at heritage.org/index.
2012 data unless otherwise noted.
Data compiled as of September 2013.

Quick Facts
Population: 24.7 million
GDP (PPP): $40.0 billion (2011)
0.8% growth in 2011
5-year compound annual growth n/a
$1,800 per capita (2011)
Unemployment: n/a
Inflation (CPI): n/a
FDI Inflow: $79.0 million
Public Debt: n/a
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North Korea remains isolated from most of the rest of 
the world. Data collection is extremely challenging, and 

reported statistics on the economy remain largely specula-
tive, requiring careful evaluation. North Korea’s economic 
freedom score of 1.0 is 0.5 point lower than last year due to a 
worsened rating for freedom from corruption.

Over the 20-year history of the Index, North Korea has 
remained an unreformed and essentially closed dictatorial 
state. Despite experimenting with a few market reforms, the 
world’s most repressed economy adheres firmly to a system 
of state command and control that upholds the regime’s long-
standing songun (“military first”) policy. Every aspect of eco-
nomic activity is tightly controlled by the Communist Party. 
The state-run rationing system has deteriorated significantly 
in recent years. The North Korean economy has been rated 
the least free throughout the history of the Index.

North Korea may be attempting to open its economy slightly 
by encouraging limited foreign direct investment, but the 
dominant military establishment and ongoing leadership 
transition make any near-term substantial changes unlikely. 
Normal foreign trade is minimal, with China and South Korea 
being the most important trading partners.

BACKGROUND: The death of Kim Jong-il in 2011 and the 
ascent of the Western-educated Kim Jong-un generated pre-
dictions that North Korea would implement political and 
economic reforms while moderating its threatening foreign 
policy. Although the new leader displayed a change in style, 
he has maintained Pyongyang’s aggressive rhetoric, interna-
tional provocations, and resistance to market-based reforms. 
North Korea continues to conduct nuclear and missile tests 
in violation of U.N. Security Council resolutions and has 
threatened nuclear attacks on the United States and its allies. 
Pyongyang has typically escalated, then lowered tensions in 
attempts to garner diplomatic and economic benefits. The 
Obama Administration, along with South Korea and Japan, 
has expressed unwillingness to resume negotiations without 
tangible signs of change in North Korean policy.
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THE TEN ECONOMIC FREEDOMS

Corruption is endemic at every level of the state and economy. A modern judicial system does 
not exist. The Workers’ Party, the Korean People’s Army, and members of the cabinet run com-
panies that compete to earn foreign exchange. Property rights are not guaranteed. Almost 
all property belongs to the state, and government control extends even to chattel property 
(domestically produced goods and all imports and exports).

The state continues to regulate the economy heavily through central planning and control. 
Entrepreneurial activity remains virtually impossible. As the main source of employment, the 
state determines wages. It also tightly controls the labor market and the movement of people. 
Monetary instability and hyperinflation stemming from the botched currency revaluation in 
2009 continue, with North Koreans preferring to conduct transactions using Chinese yuan.

North Korea’s citizens are highly isolated from other countries. International trade and invest-
ment are tightly controlled by the government. Limited foreign participation is allowed in the 
economy through special economic zones where investment is approved on a case-by-case 
basis. The financial sector is firmly controlled by the state.

No effective tax system is in place. The government commands and dictates almost every part 
of the economy. It sets production levels for most products, and state-owned industries account 
for nearly all GDP. The state directs all significant economic activity. Large military spend-
ing further drains scarce resources. Despite the state’s attempts to crack down on them, black 
markets have grown.

NORTH KOREA (continued)


