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T &= T A
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Executive Summary ]

Understanding the British economy and prospects for
economic relations between Korea and the UK

Heungchong Kim * Kyuntae Kim

Declining since its heyday in the 19 century, the British economy has
revitalized again since early 1990s. Ever since 1993, the UK economy has
enjoyed its longest period of expansion, Real GDP has grown by an average of
2.95% per year and per capita income of the country reached over US$30,000 in
2003.

The painful structural reform over the years is largely credited with the revival
of the British economy. The British economy had been suffering from chronic
economic recession and frequent labor disputes and strikes, which led to the total
collapse in productivity and comparative advantage. In the Thatcher era,
economic reform such as improving flexibility in the labor market, privatization
of stateowned enterprises, and overall deregulation in financial market had been
conducted, which brought about a fundamental change in the fabric of the
British society as well as its economy.

Tony Blair, who gained power in 1997, advocated “the third way,” of
maximizing economic efficiency with enhanced social solidarity. He wants the

UK to be a bridge between the US and Europe, and has made strenuous efforts



to contribute to the fifth EU enlargement. Blair’s unpopular support for the Iraqi
war and Bush has created a backlash against him. Blair’'s middle way includes
the approval of the EU convention and referendum for EMU.

Korea and the UK are proud of its long and intimate history of economic
relationship since they started to communicate some 200 years ago. Among
European nations, the UK is the second biggest trading partner to Korea, and
both have been very active in investing in each other over the past ten years.
Despite some complicated trade issues including openness in service market and
mutual recognition issues, the future prospects of economic relations between the

two countries are bright under the principles of equality and reciprocity.
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