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AlthoughJapanisamajortradingpartnerofKorea,secondonlytotheUS,

progressinthediscussionsofabilateralFTAbetweenthetwocountrieshas

beenslow.OfficialgovernmentreferencetoabilateralFTAdatesbackto

1998.EconomistshaveanalyzedtheimpactofaJapan・KoreaFTAsince1998,

andbothgovernmentsbegantostudythefeasibilityofab韮1ateralFTAbet・

weentwocountriesthisyear.

AJapan・KoreaFTAisβxpectedtoyieldsubstantialbenefitstobothcoun・

triesbyliberalizingtradepreferentiallyandstrengtheningthestrategicalli・

ancesamongthefirmsofthetwocountries,

SomeofKoreanpeopleseemconcern6daboロtthenegativeeffectsoftrade

liberalizationunderanFTAwithJapan,placinggreateremphasisontheneg・

ativeratherthanthepositiveaspects.However,thispaperemphasizesthat

Korea'sindustrialstmcturewillnotweakenasmanypeoplefearaslongas

Japan'shighNTBsaremitigated,andasubstantialamountofforeigndirect

investmentfiowsintoKorea.

AJapan・KoreaFTAisregardedtohaveastrategicimportance,inthatthe

FTAcanbeastartingpointforaNortheastAsianFTAandevenfurtheron

fortheEastAsianFTA.Inotherwords,theyshouldcompletetheirFTAasa

strategicframeworkoftheNortheastAsianFTAinthemid-termandthenan

EastAsianFTAinthelong・term.

AlthoughtheKorea・JapanFTAisimportanteconomicallyandstrategically,

therearesocia1,politicalandhistoricalissues,whichshouldbesolvedbefore

enteringintoanFTA.Thus,thetwogovernmentsshouldendeavortoease

politicalandsocialconflicts.Co・hostingtheWorldCupgameshelpedimprove

therelationsbetweenthetwocountries,andbothpartiesshouldmakeeffor亡s

toenhancefavorableenvironmentfortheFTA.

.K
eyWordsFreeTradeAgreement,RegionalTradeBl◎cs,TradeLiberali・

zation,EastAsianFTA
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1.・OverviewofRegionalTradeAgreements(RTAs)

Theglobaleconomyismovingtowardsregionaleconomicintegration.Followingthe

trendofglobalizationandregionalism,theworldeconomyisrapidlypursuingregional

integrationtocreateeconomicallyreciprocalrelations.In2002,mostcountries,except

forKoreaandChina,aremembersofregionaltradeagreements(RTAs).

Thenetworkofregionalismwillcontinuetoexpandanddeepenwhiletheeconomic

lossestonon÷membersofRTAswillincreaseovertime.Sincethemid1990s,thenumber

ofcountrieswhohavejoinedRTAshassurged.Between1948and1989,thenumberof

RTAsreportedtoGATTwasonly29,butinthe1990s126RTAswereconcluded.

Figure1.TheTrendofRTAsfrom1948to2001
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Note:OnlyActiv6RTAsreportedintheGATT/WTO.

.Source:WorldTradeOrganization(WTO)atwww.wto.org

Thespreadofregionalismisexpectedtocontinuallygrowasaresultofadomino

effectofRTAs,theloosenedmultilateraltradingsystem(MLS)againstRTAsandthe

advantagesofRTAs.

ThedominoeffectisseenwhentheproliferationofRTAsforcesnon-memberstojoin

RTAs.In・otherwords,ifthenumberofmembersincreasecontinuallyorinternalmarket

sizebecomelarge,thedisadvantagestonon-membersbecomesosubstantialthatthose

non・membersgraduallyparticipateinRTAs.

TheloosenedMLSagainstRTAsalsocontributetothespreadofRTAs.Oncea

multilateralprovisioniscreated,itisdifficulttoamendlateron.Thisisalsotruefor

provisionsregardingRTAsundermultilateralagreements.TheGATTArticleXXIV

draftedin1947,wascreatedunderthenotionthateconomicintegrationwouldoccur

onlyunderexceptionalconditions.But,thisarticlehasremainedmchangedfor50years
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despitethedevelopmentoftheglobaleconomicsystemandtheexpansionofRTAs.As　
thenetworkofRTAshasspread,multilateraltradingsystemhasriotfunctioned'effec-

tively.DuringtheUruguayRound,WTOmemberssoughttoclarifyanumberofprovi・

sionscontainedintheGATTArticleXXIV.Asaresultofthedebate,theCommitteeon

RegionalTradeAgreements(CRTA)wascreated,buteventheCRTAshowsdifficulties

inmanagingRTAs。

MostRTAshavefocusedonstrategictradingpoliciestoreapeconomicbenefits.In

theearly1990s,theemergenceofRTAswasonceconsideredasolutiontoovercomethe

problemsofmulti1孕teraltradingsystemandan"insurancepolicy"toprotectagamst

potentialfailuresoltheUruguayRound.However,evenafterthelaunchoftheWTOin

1995,morethan100RTAswereconcluded.Sincemanycountrieswhohavealready

participatedinRTAspursueotherRTAstoincreaseeconom量cbenefits,RTAsareno

longerconsideredan"insurancepolicy".Evennon-membersofRTAsalsotendtopar-

ticipateinRTAstocorrespondwiththetrendofregionalismandglobaleconomic

integrat三 〇n.Especially,the'highinterestdispIayedbytheUSand .EUinestablish1ng

RTAsshowsthesignificanceofRTAsinreality.

Finally,comparedtomultilateraltradingsystem,FTAsprovidenumerousbenefitsto

theirmembers。SinceanFTAisanexclusiveandapreferentialagreementforasmalI

numberofmemberS,thenegotiatingtimeisshorter.Also,aseach・memberexchanges

reciprocalpreferencestosatisfyitsmember'sdemands,theoperationofanFTAisvery
l.

efficientandeffective.Ontheflipside,thenegotiationprocedureofmultilateraltrading

systemisverycomplicated,andtheimportanceoftheagreementisnotclearly

recognizedsometimes。Forexa甲ple,undermultilateraltradingsystemthenegotiation

oftariffreductionisbasedonboundtariffratessothatmanyofappliedtariffratesare

notchanged.However,underRTAsthenegotiationisbasedorappliedtariffratesso

thattheprocessoftariffreductioniseffectivelyimplemented,

Dominoeffects,exclusivebenefits,thehigh・interestoftheUSandEU,andthelimited

abilityofmultilateraltradingsystemwillworktostrengthentheexpansionofRTAs.

Countries,thatarenon・membersofRTAs,willeventuallyincursubstantialeconomic

losses,Therearealreadycasesth'atshowdiscriminativetreatmentagainstnon・

members,Forinstance,whentheMexico・EりFTAgoesintoeffect,thetariffrateon

Mexicanexports三mposedbytheEUwilldecreasefrom20%to3.3%andwillbe

completelyeliminatedby2003,whilenon-memberswillcontinuetopaytheorigina120%
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tarifflosingacompetitiveadvantageinprice.ThemembersofMERCOSURthatis

organizedbyagroupofSouthAmericancountries,willapplyzerotariffratestotheir

members,however,noh-membersarestillb6forcedtopaya14%tariffonaverage.And

inPoland,EUautomobilecompaniesenjoynotariffsontheirvehiclesundertheFTA

betweenPolandandtheEU,withnon-memberspayinga35%tariffrate.

Discriminativetreatmentinnon-tariffbarriers(NTBs)isaseriousmatterintheEU. う
EUmembercountriesareplanningtocreateonestandardonmobilephones,infrastnユc-

tures,andwirelessLAN.Thisimpliesthatnon-memberswillconfrontmorerestricted

productionstandardsandmissseveralexportingopportunities.RTAswillcausenon-

memberstofacelimitedmarketaccessandtolosecompetitiveness.Forexample,for

electronicproducts,ifacompanybasedinanyEUcountryreceivesapprovaltosellits

electronicproductsinoneEUcountry,itcanalsoselltheminanyotherEUcountries.

However,companiesfromnon・EUcountriesneedtoobtainapprovalfromeachEU

countryindividually.

11.TheKorea-JapanFTA:TheFirstFI]AinNorthEastAsia

　

1.TheEconomicImpactoftheKorea・JapanFrA

BeforeexplainingthestrategicimportanceoftheKorea・JapanFTA,itsimpact

shouldfirstbediscussed.Tablelprovidesabriefsummaryoftheeconomicimpact

aftertariffsareeliminatedandnon-tariffbarriersareeased.Itisexpectedthatthe

Korea-JapanFTAwilloffereconomicbenefitstotheKoreaneconomy.

TheimpactonKorea'sGDPwilldiffer,dependingonparametersusedinsimulations.

WhentariffsarepreferentiallyeliminatedandJapan'sNTBsareeased,itisprojected

thatKoreamaycollectwelfaregains.Whenlookingattheeconomiesofscale,the

Koreaneconomyisestimatedtohaveahighergrowthpotentialthanbefore,withan

additionalgrowthrateestimatedat3.9%inthelong・te㎜.Accordingtocalculationsby

ヨ

theGTAPparameterandbytheKoreanparameter,Korea'stradebalancewillbe

improvedby$5～$8。3billionandby$6.5～$9.8billionrespectively.Thecalculation

donebytheKoreanparametersislargerbecauseithasarelativelylesselastic

elasticity. し
ThestatisticsofKorea'stradebalancewiththeworldmayvarydependingonthe
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Table1.EconomicImpactsofaKorea・JapanFTAonKorea

(Unit:%,$100Millions)

Study

in

2000

(Tariff
&FDI)

GTAPParameter GTA、P十KoreanParaπleter

ConstantRetumto
Scale

EconomyofScale ConstantRetumto
Scale

EconomyofScale

Short Mid Long Short Mid Lo㎎ Short Mid Lo㎎ Short Mid Lo㎎

GDP 2.81 0.32 1.63 1.10 0.43 2.32 3.91 0.30 1.88 1.42 0.42 2.39 3.58

Welfare 11.24 1.22 2.06 O.75 1.07 2.53 2.89 1.23 2.14 1.58 1.13 2.45 2.78

Equivalent
Variations

454.99 4.80 8.10 2.93 4.14 9.76 11.16 4.86 8.43 6.19 4.24 9.18 10.38

TradeBalance
withJapan

一41 50 50 64 73 71 83 66 65 76 92 91 98

TradeBalance
withtheworld

4.66 一1 .62 一〇 .59 11.38 一1 .55 一〇
.47 21.77 一1 .85 一1

.06 7.78 一1 .39 一〇
。15 6.72

Source:Cheong(2001c).

methodofanalysis.Butitisexpectedtoimproveinthelong-termafterslightlyworsen-

inginitially.AKorea-Japan耳TAwilleventualIyimproveKorea'stradebalancewith

Japanby$2.2billion.

TheestimatesinTablelshowaミ1ightdifferencefromthosereportedinthejoint

FTAstudybyKoreaandJapanin2000,althoughtheestimatesofGDPgrowthrateand

welfarelevelshowsimilarresults.However,whilethepreviousstudyconcludedthat

Korea'stradebalancewithJapanwouldd㏄1ine,thisstudysuggestedthatthebalance

wouldimprove.Thesedifferentresultscouldoriginatefromdifferentassumptionsused

onliberalizationcoverage,analysismethodogoyanddataused,buttheoverallanalysis

圭nthisstudyaremorereliable.

UnderaKorea・JapanFTA,improvedcooperationamongcompaniesinthetwo

countrieswillbringotherbenefitsaswel1.Uptonowthosecompanieshaveinvestedin

overlappingindustriescausingharmtoeachother.AsshowninFigure2,thetermsof

tradebetweenthetwocountrieshaveweakenedovertime,implyingthatcompaniesof

bothcountriesarecompetinginthethirdmarket.KoreaandJapanhavetriedtoelimi-

nateover・lappinginvestments,buttheyhavenotsucceededyet.

AKorea-JapanFTAwillremoveprotectivetradebarriersinbothcountriesallowing

bothKoreanandJapanesecompaniestobeabletocooperatestrategicallyandsurvive

inamorecompetitiveenvironment.

AnFTAbetweenKoreaandJapanishistoricallysignificantandimportantasan

acceleratorforeconomiccooperationinNortheastAsiaandEastAsiaincludingChina

inthecomingdecades.
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Figure2.ChangesintheTermsofTradebetweenKoreaandJapan
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Source:DRI-WEFA,CiuntryOutloo瓦February2001.

AcomprehensiveFTAbetweenKoreaandJapanincludingmattersoftariffs,non・

tariffbarriers,tradingrules,etc.willbringeconomicbenefitstobothcountries.Inorder

tosecuretheirpreferentiaIbenefitsandtocopewithagrowingnumberofregionaltrad-

ingblocs,KoreaandJapanshouldstrengtheneconomiccooperationthroughanFTA.

2.TheStrategicImportanceoftheKorea-Japa'nPTA

Consolidatinginter-regionaltradeisamajortrendwithrecentlyestablishedRTAs.

TheFTAundernegotiationbetweentheEUandMERCOSURisatradeagreement

linkingtheregionsofEuropeandSouthAmerica.TheFreeTradeAreaoftheAmeri-

cas.(FTAA)isanotheragreementfortradeintegrationbetweenNorthandSouthAme一

く

ricas.Moreover,alinkagebetweenAFTAandCER,andtradeagreementsbetweenthe

EUandNorthAmericaandbetweenChinaandtheAFTAarealreadyunderdiscussion.

AsaresultofthegrowingnumberoflargerRTAs,economicdamagetonon-membersis

inevitable.

Thegrowingnetworkoftheseinter・regionalRTAsdemonstratestheimportanceofa

Korea-JapanFTAandtheneedforalargerFTA.KoreaandJapan,individuallyor

together,shouldpushforwardtoinitiateotherFTAswithNorthAmericaFreeTrade

Agreement(NAFTA)andtheEU.However,theprimaryfocusshouldbeonFTAsin

NortheastAsiaandEastAsia。TheeconomicintegrationinNortheastAsiaandEast

Asiaisinthemidstofdiscussions,andwillemergeasastrategicsolutiontocopewith
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thetrendofworldwideRTAs.

NortheastAsiancountr至es・Korea,China,andJapan,havebeenagainstforming

regionaltradeblocsuntilthefinancialcrisishitEastAsia.Thecrisiswasacatalystin

thosecountriestoactive璽yparticipateinregionaltradearrangements.Since1998,Korea

andJapanhavebeennegotiatingtheirFTA,andChinaandJaparihavebeennegotiat・

ingorproposingFTAswithSoutheastAsiancountries.JapansignedanFTAwith

SingaporeinJanuary2002.KoreahasalsobeennegotiatingwithChile..'InNovember

1999,whenthePresidentsofKorea,China,andJapanheldagatheringinManila,they

allagreedonthesignificanceofstrongereconomiccooperationinNortheastAsia.

EastAsiancountriesrecogn三zethattheireconomicstructuresrequireregionaleco-

nomicintegrationtodevelopfurther.GrowinginterestsinFTAsshowtheneedtocope

withtheacceleratednetworkofregionalism.EastAsiaisconsideredacriticalplayer

forthegrowthoftheglobaleconomy.NortheastAsiaespeciaヱ1y,hasthegreatestpoten-

tialtobecomeahubofthefutureglobaleconomy.Sinceithasmanycompetitive

advantagesinresources,technology,andaccesstohugemarkets,itisabletomanage

anindependentregiona!economyandeconomiccooperation.Economiccooperationin

NortheastAsiawillresultinmorefavorabletradeenvironmenttocountrieslocatedin

theregionandtotheincreaseddevelopmentof'theregionalmarket.CoQperationmay

becomprisedofhightechnologyandinvestmentsfromJapan,productionskillsand

developmentexperiencesfromKorea,highqualitylaborersandnaturalresourcesfrom

China.Inordertofacilitatetheuseoftheseresourcesandendowmentsandtoface しぴ
cha11engesdirectlyintheglobaleconomicsystem,thesecountriesneedtoactivelycon-

siderFTAsamongthem.

EconomiccooperationunderanFTAwillcreatesubstantialwelfaregainstocountries

inEastAsia.IfeachmembercanIeveragetheimpactoffreetrade,theeconomic

benefitswillbesignificant.Table2showstheestimatesofincreasedexportsinthree

countriesaftertheeliminationoftariffs.TheincreasedexportsforKorea,Japan,and

Chinaareestimatedat$22.7billion,$60.6billion,and$24billion,respectively.Thus,

$ユ07.3billionisthetotalamountofincreasedexportsforallthreecountrieseveryyear.

IfanFTAbetweenKorea,China,andJapanisestablished,theincreasedactivitiesof

intra-regionaltradewillforceindustrialres㌻ructuringwithineachcountryandimprove

thequalityofgoodsunderamorecompetitiveenvironment.Inaddition,thesecountries

cancreateregionalstandardsfordistributionsystems'andmanagement,andbasedon
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Table2.Intra・regionalTradeI阻pactsundertheKorea,China,andJapanFTA

(Unit:miL$》

Korea Japan China Tota1

Korea } 332.00 22,385.67 22,717.67

Japan 8,506.73 一 52,122.21 60,628.94

China 4,664.93 19,310.44 一 23,975.37

TotalIncreasedExports 107,321.98

Note:increasedamountsofexpOrtsbycountry

Source:Cheo㎎(1999),

thosestandards,theycanpromoteM&Aorjointventuresofcompanieslocatedlnthis

regiontocompeteintheintemationalmarket.TheseM&Aorventuresinitiativeswith

culturalsimilaritieswillfocusonspecializinginanindustrytheyareparticipatingin

andprovidemoresophisticatedanddiversegoodsinawel1-establishedproduction

system.

IfaNortheastAsianFTAisagreed,KoreanandJapanesecdnpanieswillconcen-

trateonprovidinghightechnologyandinvestment・orientedproducts,whileChinese

,companies,whichhavelowertechnologyandinvestmentcapabilities,willprovidelabor・

orientedproducts.ThisapproachwillstrengthenthebusinesscompetitivenessofNorth・

eastAsiancompaniesandcreateeconomiesofscale.

Theeconomicintegrat至onofNortheastAsiacanbeaninitiativeforintegratingEast

Asia,whosemarketsizeandeconomicpotentialranksthirdtoNorthAmericaandthe

EU.However,theregionfailedtodevelopaneconomicblocbecauseofseveralobsta-

cles,suchaseachcountryisatdifferentstagesofeconomicdevelopment ,hegemonic

$trugglesandtheabsenceofregionalleaders.Inthe6arly1990s,EastAsiainitiatedthe

creationofaneconomicbloccalledtheEastAsiaEconomicCaucus(EAEC) ,butdueto

alackofintemalsupportandinterferenceofoutsidecountries,theinitiativefailed .

Despiteitshugemarket,itcouldnotfindacommonstrategytoefficientlyoperate .But,

recentlythediscussiononeconomiccooperationinthisareahasre・surfaced .ANorth-

eastAsianeconomicbloccanbeadrivingforcefortheEastAsianFreeTradeAgree-

ment(EAFTA).

ForaKorea・JapanFTA,thesignificanceofaneconomiccooperationinEastAsia

shouldbeconsideredanimportantfactortoguidethedirection.oftheir
.FTApolicy.

Since1998,ateveryASEAN十3(Korea,Japan,andChina)Summit,theimportanceof
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aneconomiccooperationhasbeencontinuallydiscussedasoneofmainissues.InNo・

vember2001,theEastAsiaVisionGroup(EAVG)presentedanEAFTAasalong-term

economiccooperationgoalattheASEAN十3SummitinBnmeiDarussalam.

AlthoughEastAsiahasmanyeconomicandpoliticalobstacle§toovercome,itsgeo-

graphiccloseness,economicandmarketsimilaritiesshowagreatpotentialforpositive

outcomesinanFTAfortheregion.WhatkindsofbenefitscanKoreaandJapanexpect

fromtheEAFTA.IfEastAsiaeliminatestariffsforitsmembercountnes,companlesln

theareawillincreaseexportsandenjoyfurtherecon6miesofscale。Moreover,thein-

flowofforeigndirectinvestmentsthataretargetingbigmarketswillcreatemorelobs

andacceleratetechnologytransfers.

IfKoreaandJapan,undertheirFTA,establishstandardsonproductiontechnology,

productprices,distributionsystems,andafter-servicesystem,theymayleadotherEast

Asiancountriestoadoptthesesamestandardseventuallybecomingamajoropponent
5

againstthestandardscreatedbytheUSandEU.

Furthem血ore,inthediscussionofeconom三ccooperationinNortheastorEastAsia,the

rapidgrowthofChinashouidnotbeneglected.KoreaandJapanshouldplantostreng-

thentheircooperationwithChinaaswellastobenefitwithitsgrowth.Chinaisgrowing

rapidlywitheconomicstabilityandhasjoinedtheWorldTradeOrganization(WTO).

ThesizeandstructureofChina'smarketwillgreatlyimproveafterhosti㎎theOlympic

Gamein2008.EastAsianFTAmayincludeasolutionthatprovidesaneffectivestrat-

egytoaccesstheChinesemarketandthatwillstrengtheneconomiccooperationwith

China.

Finally,theEAFTAwillcontriりutetostabilizingintemalmarketsandstrengthening

intemationalpositionsforcountrieslocatedinthearea.Inotherwords,throughtheeco-

nomicintegrationofASEANandKorea,theeconomicallydominantpositionsofJapan

andChinawilldiminish.Inthelong・termalso,1eadingNorthKorea亡ojointheEast

AsiaFTAwillreducetensionsontheKoreanpeninsula.

ThereareseveralpossiblewaystoachievetheEastAsiaFTA.First,eachcountryin

EastAsiacancompleteabilateralFTAwiththeAFTA,andgraduallydevelopingand

expandingasabasefortheEastAsiaFTA。However,inthiscase,sincethepreferential

nユlesoforiginvarybyeachFTA,itwillbedifficulttostandardizeamultipleofFTAs

later,underanEastAsiaFTA.Inaddition,multiplesub・regionaleconomicblocswill

leadeachcomtrytocompeteforadominantpositionagainsttheothers.ForanFTA
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betweeneconomicallystrongandweakcountries,itmay、 ♪eapositiontocreatearela-

tionshipofhubandspokecountries.Thus,economicallyweakcountriesmayremain

spokecountriesbecauseofthedominantpositionofeconomicallystrongcountries.

ThusanFTAwillleadweakcountriestobecomesubordinateplayerstostrong

.6
countrles.

Cheong(2002)'sstudysuggeststhatcountriesinNortheastAsiashouldplantocreate

aNortheastAsia-wideFTA,ratherthantoformseparateFTAsbetweenpairsof

countries,andthenaimtowardsconsolidatingitwiththeAFTA.Thissuggestionwill

provideoptimalapproachformaximizingeconomicbenefits.

Thus,KoreaandJapanshouldplantheirFTAasastartingpointforaNortheast

FTAandevenfurtheronfortheEastAsiaFTA。Inotherwords,theyshouldcomplete

theirFTAasastrategicframework.oftheNortheastAsiaFTAinthemid・termand

thenanEastAsiaFTAinthelong・tem.Considehngthepoliticalandeconomic

relationsofcountriesinNortheastAsia,KoreaandJapanshouldnotneglectthepres-

enceofChina.ChinahasalreadyannounceditswillingnesstoenteranFTAwith

ASEAN.KoreaandJapan,whohavesimilareconomicsystems ,shouldestablishtheir

ownFTAfirst。TheFTAshouldconsiderChinaasapotentialmemberinthenear

futureandgraduallyleadChinatojoin.

Figure3.AStrategyforanEasrAsiaFTA

Year 2002

Discussionon

Korea-Japan

FTASchedule

Suggesting

China

toJoin

NortheastAsi

FTA

Korea-Jap皐n

FTA

ProPosingthe

East'AsianFTA

Korea-Japan

FTA+AFTA

層

East

FTA

Figure3suggestsastrategicapproachfortheEastAsianFTA .Asdiscussedabove,

KoreaandJapansbouldfirstpushforwardtocompletetheirbilateralFTAand,atthe

sametime,inviteChinatojoin.ItwillbebeneficialtobothKoreaandJapantohave

ChinaasamemberoftheirFTA.However,therearesomereasonsthatChinaisnot

readytoloin.IfKoreaandJapancomplete.theirFTA,theyshouldmoveontoforming

anotherFTAwithAFTAandgraduallyinitiatetheEastAsianFTA.Then,Chinawould

seriouslyconsiderjoiningtheFTA.WithChina'sparticipationintheEastAsianFTA,
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companiesinthisregionwillreaptremendouseconomicbenefits.OnceKoreaand

Japanstre㎎thencooperationintheirKorea・JapanFTApolicy,theymayleadtheEast

、AsianFTAandactasthehubcountriestdlinkotherEastAsiancountries.

III.ThePerceptionofFTA=theViewsofKoreanBusinesses

InKorea,thesignificanceofFTAsisalreadyreqognized;however,someindustrial

sectorsexpressnegativeattitudes.AccordingtoastudybytheFederationofKorea

Industries(2001),amajorityofKoreancompaniesagreedonaneedforFTAs.Asseen

inFigure4,88.3%ofrespondentsmentionedthatFTAsshouldbe.activelypromoted.

ThisshowsthatmanycompaniesviewFTAspositively.

Figure4.ThePerceptionoftheSignificanceofFTAs

88.3%
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TheFKIalsoreportedthat6.5%believedthatFTAswouldhavenegativeeffectson

theKoreaneconomy,while59.7%expectedlong-termpositiveeffectS,butshort-tem

negativ6effects.Thus,66.2%ofrespondentsanticipatednegativeeffectsintheshort-

tem.Theseresultssuggestthat,despitethepositiveviewofFTAs,血erearesti11many

barrierspromotingFTAsinKorea.

Accordingtorespondents,theUSandChinaareseenasthemostfavorable

countriesforFTAsforKorea,at36.8%and'29.3%respectively.Ironically,theKoreanキ
governmenthasnotconsiderednorapproachedthesetwocountriesduetothemahy



70

Figure5.

第187巻 第1号
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possibleobstaclestheywouldbringtoFTAdiscussionsandnegotiations.Instead,the

KoreangovemmenthasbeenactivelypursuingapartnershipwithSouthAmerica

andJapan,whichwerecitedat6.9%and8.0%,respect量vely.

Thisstudydemonstratesthatmanycompaniesdonothaveaclearunderstandingof

FTAs.Itmaybeduetoaproblemwiththedesignofthesurveyquestionnaires,but

thereseemstobeaprevailingmisunderstandingregardingthepurposeanddirectionof

FTAs,includingaKorea-JapanFTA.

Therearesomeissuesthathavebeenraisedbycompanie亀media,andacademics

aboutaKorea・JapanFTA.First,whentariffsareeliminatedunderanFTA,the

enormousinflowofJapaneseproductstoKoreamaythreatenmanyKoreanindustries.

ManypeoplearguethatJapan'saveragetariffratesarealreadylowat2～3%,while

Koreastillcharges7～8%ζndthatKoreancompaniesarelesscompetitivethan

Japanesecounterparts.Thismayposeathreat,althoughthepossibilityisrelativelylow.

Second,manypeoplebelievethatFTAsmayforceimmediate丘eetradeonevery

product.Ingeneral,completefreetradewillnotbephasedinfor10yearsaftertheFTA

isfirstsigned.Table3summarizesthetariffreductionscheduleundertheChile・Canada

FTA.Insensitiveindustriessuchaspolyethylene,clothing,shoes,etc.,tariffswillbe

phasedoutover7years.Forthemostsensitiveitemssuchaspoultry,cheese,andbutter,

etc.,tariffswillnotbechangedata11.WithaKorean・JapanFTA,giventhetariffstruc一

Table3.TariffReductionScheduleundertheChileandCanadaFTA

Period

(yrs)

TheNumber

ofItems

(by8HS)

MainItems

Now 6,824

Severalagriculturalproducts(HS13,14,24),iron&steel,

electricalmachinery,vehicles,transportequipmen亡(HS28,

30～38,41～50,65～98),etc.

3 52 Snowboard,boots,e亡c.

5 572
Cotton,man-madefilaments,man-madestaplefibers,special

wovenfabrics,etc

6 85
Polyethylene,plastictube,pipes,otherplasticandarticles

thereof,otherplates,sheets,andfilm,etc.,

7 567

Clothing,footwearforgolf,hiking,climbing,skating,etc.,

waterproof-shoes,cherry,strawberry,vegetablefats,prepared

tomatOes,etc、

Exceptions 96 Poultry,turkey,cheeses,butter,etc.

Note:basedontheChileandCanadaFree・TradeAgreement
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Table4.PriceDifferencesBetweenInsideandOutsideJapan

PriceDifferences

US
Ger-
many Korea Taiwan

Hong

Kong

Singa-

po「e
China Average

ManufacturingIndustry 1.03 1.35 1.91 1.56 2.04 1.92 2.49 1.76

MaterialIndustries 0.96 1.57 1.67 1.52 1.78 1.40 1.96 1.55

.Textiles 1.05 0.89 L22 1.29 1.43 3.02 1.84 1.53

Wood&ArticlesofWood 0.74 一 0.63 2.50 1.56 1.43 1.61 1.41

Pulp 0.99 1.97 2.61 2.16 1.39 1.90 1.58 1.80

Chemicals. 1.12 1.60 1.27 1.53 2.64 1.06 L99 1.60

Ceramics&Cements 0.91 2.27 2.64 1.64 1.86 1.50 2.27 1.87

Iron&SteeI 0.91 1.Ol 1.22 1.18 1.46 1.14 1.17 1.16

BaseMetals LOO 1.50 1.47 1.19 1.69 1.34 1.34 1.36

Metals 0.52 1.09 1.68 1.62 1.72 1.58 2.54 1.54

MineralProducts 1.80 5.81 3.84 2.16 4.15 2.20 7.46 3.92

ScrapIron 0.89
「

1.09 0.73 0.69 0.97 0.56 0.81 0.82

Processi㎎&Construcdon

Industries
0.89 1.18 2.47 1.69 2.82 1.27 3.45 1.97

Machinery L15 1,.43 3.03 1.71 5.03 1.65 4.50 2.64

ElectricalMachinery 0.62 1.16 1.50 1.37 1.62 1.14 1.72 1.30

TransportEquipment 1.13 0.68 1.61 2.47 2.29 0.97 4.01 1.88

PrecisionInst㎜en総 1.33 1.10 9.06 　 3.75 1.78 一 3.40

OtherIndus1■ialProducts 0.84 1.03 1.56 1.93 0.96 一 3.27 1.60

Energy 1.53 1.24 1.78 1.50 1.03 3.77 3.00 1.98

Oi1&Coa1 1.79 0.89 0.85 L42 0.98 5.40 2.76 2.01

Electhcity&Ga$ 1.16 1.69 1.69 1.60 1.10 1.73 3.34 1.90

Electricity 1.11 1.77 1.77 1.76 1.29 2.11 3.43 2.07

Gas 1.36 1.38 1.38 1.03 0.42 0.42 3.01 1.26

Notes=1)-meansnotavailable;

2)Since(}ermanyandHongKongisusirrgdiffe卿tclassifications,出eyarenotincluded .

Source:JapaゴsMinistryofEconQmy,TradeandIndustry(2000)

tureandindustrialdevelopmentoftwocountries ,tariffreductionwouldbe

exercisedinJapanfirst.Sinceitisdifficulttoeliminatetariffsonsensitiveitems
,the

short-termnegativeeconomiceffectswillnotbeassignificantasmanypeopledread .

IfaKorea-JapanFTAcouldloosenNTBs,Koreancompanieswi11beabletoincrease

theamountofexportstoJapan.LastyearastudyreportedbyJapan'sMinistryof

Economy,Trade孕ndIndustryindirectlyshowstheexistenceofnon・tariffもarriersin
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Japan.Table4showspricedifferencesbyindustryinsideandoutsideJapan.Itseems

thatsomeofthesedifferenceshavebeengeneratedduetothenon-tahffbarriersexist-

inginJapan.AccordingtoastudybyCheong(2001c),even三fsomeofthesenon-tariff

l)arr{ersareeased,itsexpectedeffectcanpotentiallyexceedthatoftariffelimination.

Inordertoparticipateintheglobalizationtrend,Koreashouldusemultilateraland

bilateralorregionalapproachesatthesametime.Itshouldact三velypa㎡icipateinmulti-

lateraltradeliberalization,whilepromotingFTAswithmajortradingpartners.Since

the1990s,FTAshavebroadlycoveredwideissuesoftradingrules,investments,ser・

vices,andnewtradeprovisions.Thus,theywillplayacriticalroleinimprovingKorea's

economicsystemandcommercialpractices.Inaddition,developingcountriessuchas

Chile,Mexico,etc.highlyevaluatethelock・ineffectsineconomicreformsthrough

FTAs,implyingefficientcontrolofdomesticresistancetoeconomicrefo㎜.For

example,afterjoiningtheNAFTAin1993,Mexicocouldsucceedinpersuadinganti-

reformersthat,inordertoreceivepreferentialtreatmentsfromtheUS,itshould

exerciseNAFTAprovisionswithinitsdomesticeconomlcsystem.

IV.PolicyImplications

AKorea・JapanFTAshouldbeabaseforaneconomicintegrationinNortheast

Asia.Giventheeconom至cstructureofEastAsia,itwillbedifficulttoforrnanEast

As董anFTAifKoreaandJapandonotsucceedincreatingtheirFTA.Thus,themost

realisticapproachwou亘dbetoconsolidatetheFTAandAFTAaftertheKorea-Japan

FTAisestablished.
幽

Gove】mmentsofbothKoreaandJapanshouldfocusoneducatingthepublicabout

theirbilateralFTAintemsoftheeconomicbenefits,strategicimportance,obstaclesto

operation,andsolutionstosuchobstacles.Theyshouldalsoinvestigateanypossible

policydirectionsandimplementingstrategiestoprovidetheoptimalroadmapforthe

bilateralFTA.

AlthoughaKorea-JapanFTAisimportanteconomicallyandstrategically,there.are

socia1,po1圭ticalandhistoricalissues,whichShouldbesolvedbeforeentering・into.an

FTA.Manypeopleexpressconcernsthatthesedifferentviewscanbeaserioushin-

drancetotheFTA.TherecentdebatesontheJapanesehistorytextbooksandthe

YasukuniJinjaworshipbytheJapanesePrimeM至nisterhaveworsenedthebilateral

relationsh{pbetweentwocountries.Thesepoliticalandsocialissueswillbealarge
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influencewhenthetwocountriesdiscussacomprehensiveframeworkofeconomic

cooperation.Thus,thetwogovemmentsshouldendeavortoeasepoliticalandsocial

conflicts.Co-hostingthe2002WorldCupgameshelpedimprovetherelationsbetween

thetwocountries,andbothpartiesshouldmakeeffortstoenhancefavorableenviron-

mentf6rtheFTA.

Ontheotherhand,theseconflictscanbealsoafactorinstressingtheimportanceof

strengtheningeconomiccooperation.Forexample,theprimaryinitiativeoftheEUwas の
topreventwarsbetweenGermanyandFrancethroughstrengtheningeconomiccooper-

ation.Thus,forbetterrelationsbetweenKoreaandJapanorevenamongNortheast

Asiancountries,strengthenedeconomiccooperationlmderFTAsmaybeanelementary

factortoreducingPoliticalandsocialconflictsinthefuture.

AtthebilateralsummitbetweenKoreaandJapanMarch2002,b6thpartiesagreedto

launchajointstudygroupfortheFTA,withthep3rticipationofthegovemment ,in

additiontoacademic§andbusinesscirclesofKoreaandJapan.Thestudygroupwill

explorehowtoachievetheFTA.

Notes

*ResearchFellow,KoreaInstituteforInternationalEconomicPolicy(KIEP) .

Theviewsexpressedinthispaperaretheauthor'sanddonotnecessarilyref1㏄tthoseof

KIEP.

Con℃spondence:

300-4,Yo㎎ok-Dong,Seocho-Gu,Seou1137・?47,Korea

Tel(82)23460-1208,Fax(82)23460・1044,E・mai1:ikcheong@kiep .go.kr

lSeeBhagwati(1993)fordetaileddiscussions.

2BasedonCheong(2001c).

3Computationalgeneralequilibrium(CGE)modelneedsparametersonthebehaviorof

economicagents.SeeDimaranan,eta1(2002)ontheGTAPparameters,Cheong(2001c)on

theKoreanparameters.

4CloserEconomicRelations(CER)istheFTAbetweenAustraliaandNewZealand .

5ThispointwassuggestedinIgawaandKim(2001).

6AccordingtoWonnacott(1996a,b),spokecountriesinFTAsmayhavemoredisadvan・

tagesthanhubcountries,however,maintainingahubcountrypositionformultipleFTAs

doesnotprovidebenefitsallthetime.Inotherwords,thetotalbenefit ,asahゆcountry,

undermultipleFTAsmaybelowerthanthatofconsolidatedsma11hub-and-spokeFTAs .

ThisresultisduetotheinefficiencycreatedbyoverlappingFTAs .



TheEcopornicImpactandStrategicImportζnceofthe__ 75

BibHography

Baldwin,RichardE.1995."Adominotheoryofregionalism",inBaldwin,R.E,Perttti

HaaparantaandJaakkoKiander.(eds.).Ectpandingmembership〔)ftheEurepeanUnion.New

York:CambridgeUniversityPress.

Bhagwati,J.1993。"RegionalismandMutilateralism:anOverview,"inK.AndersonandR.

Blackhurst.(eds).、 磁g勿 πα11勿 彪g㎎ だoηandtheGlobalTradingSNste〃z,Brighton:Harvestor・

Wheatheaf.

Cheong,Inkyo,1999.(ed)ノ1ハrewStrategソ ノbγ ハrortheastAsianEcono〃zicCθqρ ε7伽 π 」1～egional

Econo〃zicCooperation/brTrade」rsszees.KIEPResearchPaper99-02.Seou1;KoreaInstitute

forInternationalEconomicPolicy(InKorean).

.2001a,Hez〃to()opewiththeEjtpansion(ゾFTAsRFTAResearchSeriesO1-01。Seou1:

KoreaInstituteforInternationalEconomicPolicy(lnK∂rean),

.2001b.TheEcono〃ticEffectsqプChine「sEη 耽ソtt)thePVTOand」Peliの'ImPlication・

KIEPResearchPaperO1-03.Seou1:KoreaInstituteforInternationalEconomicPolicy(1勿

Korean).

.2001c,TheEconomic、EffectSq〆aKorea・lapanFTAandPo1吻Implications,KIEP

ResearchPaperO1-04.Seoul:KoreaInstitutefQrInternationalEconomicPo正icy(lnKorean)・

.2002,ノ1TurningPointinanE・zstAs伽1～egt'onalism'RecentDeveleP〃zentofFTAs

andChallenges.Ft)rthcoming.SeoullKoreaInstituteforInternationalEconomicPolicy.

Dimaranan,BetinaV.andRobertA.McDouga11.2002.GlobalTrade,!lssiStance,andProduc・

tion.'TheGTAPsDataBtzse,CenterforGlobalTradeAnalysis.PurdueUniversity.

FKI.2001,"KoreaIndustries'PerceptionofanFTA."Seou1:TheFederationofKorean

Industries.

Francois,J,F.1997。``ExtemalBindingsandtheCredibilityofReform,"inA.GalalandB.

Hoekmaneds.,RegionalPartnersinGlobal〃 σ漉8なLondon:CEPR.

Igawa,K,andB,Kim.2001."Japan・KoreaFreeTradeAreaandtheirSt】ructura1 ,Reforms,"

July20,SeminaratKoreaInstituteforIntemationalEconomicPolicy. つ
Japan'sCabinetOffice.2001."TowardTradeandInvestmentLiberahzationAmongChina,

JapanandKorea・China'sWTOAccessionandRegionalIntegrationinNortheastAsia."

December.Tokyo.

Japan'sMinistryofEconomy,TradeandIndustry.2000."SurveyonInternalandExternal

PricesintheIntermediateGoods".Tokyo.(ln/bpanese)

KoreaInstituteforIndustrialEconomicsandTrade.1999.ResearchonaKorea・ ノiZpanFT4

andaハlewIndmstry、Poiiey.UnpublishedPaper.Seoul:KIET.

KoreaInstituteforIntemationalEconomicPolicyandInstituteofDevelopingEconomies.

2000."AKorea・JapanFTAPlan:EvaluationandProspect."PresentedataKorea-Japan

JointSymposium,hostedbyKIEPandIDE.May.SeouL

Ohnishi,HiroshiandYin,QingZhu.2002.``EffectsoftheJapan-KoreaandJapan・Korea-

ChinanFTAEstimatedbyanNortheastAsianModeL"PresentedattheNortheastAsian



76 第187巻 第1号

EconomicsAssociation,Seoul:SejongCenterforthePerformingArt.

Wonnac◎tt,R.ユ996a。"FreeTradeAgreements:forBetterorWorse～"Amenσcan'Economic

1～ez/iew:86:62-66.

.1996b."TradeandInvestmentinaHub-and-SpokeSystemVersusaFreeTrade

Area,1}WerldEconomy19.:237-52.

WTO.1995.Regt'onaliShiandtheWorldTradingSystanGeneva:WTO .


