4 | KigP M Zx 2006H 9/108=

o - O] FTA: 2157] ¢t - DA
2% 712

¢

g %

QrALT] t Al 7 3+0| FTH AL

v

KIEP Al A 73418 Ar2H oA ¢ - o] 2R G4 of thef =2 = )

= 71812 74 0 913A 4 A Tee] DA, Ao kA B 53
A5 AR Hefe] Fehat ol R s 2 4B Fakel ek A o vl

N ST FHAAE O 276 B FHAo| T 2 FFY AR EH
= Aldskz Zlolvk gt - v FTA 12F 52 @742 64 9-dxlelA, 23 E4
= TE Ao, e 3 32 A2 98 Aol Bl A FRA =i 4xF Fd2
=¢f 108 " AF=ol M 7HF = o doltt. oF=2 ¢ A s Tl A=

Zrell FTAC) e gt 7] 2] ZEAE &is] olsobAl |3y, d4 A=
&3] ol & AU ARSI =3 vl FAE AlofEel A 3A)
4 v el ko 2 ko] ftbel BAlkE 7hela, g - v FTAR A



Aol 3l F73] o 2]
245} 2 2ol & m| o]
3 A48 FTAS % Eof
" FTA @4 A=, ¢l= 7
Aol o s 8le] gl=A] a8k, FTA
o gt Y- 2815 F 5 3le Aol 7
3o},
94, 3 - v FTAS) 51 27} Hl58l v
A8, S NAFTA 9] 45 =3
3l 0] FTA=NAFTA the0 2 nj=o] A
Ask= 714 & 122 FTAZEE Alofct, 1
2 12340 Ade NAFTAS & -
2141718 FTAE ofSivk whabA 718 4
ol A A" FTAS} Bl 3skar, opxjeluld <
r37) el 20043 2005
- T FTAZ

3 - 0] FTAS}, S

BABAE ) A77F RFE 7 - 1] FTA

o) A sl el sl =5 2wk
NAFTA?] ¢ & Eo]Baf 19944 14 1

A=l Afvrhlo] Bl s T vl
e gl E7bY A BA el 58
4517] mEel, NAFTA 4
of=2] Rl A Abg ol NAFTAZ}

j
2l @]lEe] &

= 22 40%2) 50% #3739t NAFTA=
71, ele=] 7]

==2 5

f

offl
-z
N
)
l
N
i
flo
u
dm
10,
i

A 2Rl FApeb wgivk ArkEe
ZF2ONEL B, BE A U gy

WirEdge & Wireless, Creative Technology,
NOL/APL, Keppel, SembCorp, Creative
Labs, Asia Pacific Breweries, Osim, Eu Yan
Sang and Tee & B|E 3 +E2 A=
FTA A4 o] v53e] 7 g7} o & &
sk el v=e gkl 7 A



KiEP A A Z X 2006 91085

=M AEE FEYAEE 20059 T
5 521 25009 2ol S geka 4 qlglek

Ak AW 71 2 f1ae) shmrlaa
CHEESDEL
F248 A Folx, of
HrhE= e AFY ZEe g 3
% 4

5% ZF3lAld A oltk, Hamilton

A FHG A Seagate=

J

Al 29 Dl S

rr

J5

n 249§y BE
Al 2Hle] A7tFE A A Fof 55009 &
o2 FAE vk Qi) o] F 3A) o] 2le=
B0 2 3ALEe] AvFEE S 214)7] A
A B AE 75k v dxshr gl

] =ro] ofAlofE Gk A ellM 7H 2
o] A48 FTAY S58e] FTAZA, v] -
3 50120059 19 1

Z,
>
-
,%
>
o
o
[
2
A
o
i_:“
ik}
Cle
rr
U=
T,
1 ﬁ

5o F2 BAPYIEL vFoR $E
5], lF o2 YE|8 FAk 9] S0, 2
PEEE NGRS hESEHE

)3k v 242 ol ek s w1
S 3% GV FTAS Faske 4ol
A SRE 9 AR e 2108 29

AAFSRE Hhe

HE 7ol U FAE B
GDP7} 1970 3Y-t] A7 7]

1A]7]e]% ©
31& Aol 3= FA| Ao m=d,

TA A4 A A7 Ao 2 551 7] ]

—q



Az} A& 53 GDP7) 2% $E &2
1 O])\O]- /Ké 7)\ ]‘4_*7 ;5] Tq_ tE;:;l 6‘]5_'1
SREe 7)Ao 7 FTA gite] 709 2

o A7) & Aolrk

ZAEL o™ & -
FTAZ} @50 7HA ) 2 s 8& a7}

7)1ES a0 2 A 29 T A I Bk
= AATE|| tAsfof st} al=e] Hwl

v] FTAZ &3 AlA <)

o) Bkx g v] - 5% FTAZ} RolF5o], &
Sol e FHE YAHTLE BT
efo] o %ol & §Ivk F7bEe o7
NAFTAZ} SRl v 58] S5 4413
Sape] Aol WAL 4% PAlo]
g AAE Bk 927} qleld 1e
o} A3tE o2 95]e] NAFTA W o] F

oHA] ket ol 50,
go] Wol SHFE 2
ATshe FAIE ol =7kl Fels
o Qirk v I FAbe] whE, 20051

1,50078 2] f7189 880l 422186t =



KiEP A A Z X 2006 91085

dErEe V=R 4538w} d=e A
9 792 GDP2] 69%% AHA|5k= v Bl
=2 21% ¢l e vkt mebA, s 22
A gAS AREE A8 ASHeR
oA SR AN E G 2 S E s v
Zshz AL vl=E oy g=2] o] sfol

A 2= Zo|tk FTAE &3l ¢l -

P

pul

M
Ly

mx
Moo
Cle
&
cr

o
A
i

7 - vz o Wetel s FTAZ

, @ W FTAZE 52 7138 714

Re A S = 712 AT



Korea-US FTA: A Key Opportunity for Korea—U.S. Relations in the 21st Century

Korea-US FTA: A Key Opportunity
for Korea-U.S. Relations in the 2lst
Century

Alexander Vershbow U.S. Ambassador

I'wauld like to thank the Korea Institute for Irntermnational Economic Policy
for the opportunity to discuss the Korea—United States Free Trade
Agreement (KORUS FTA) in the pages of the Globa Economic Review. I
understand this will be the final edition of the Review, and think it is fitting to
close out this publication with an aralysis of a policy mnitiative that can play
such a mgjor role in Korea' s ecanomic future.

On Fcbhruary 2, the Republic of Korca and the Unitad States amouncaed
plans to launch the KORUS FTA negotiations, The am was to conclude a
comprehensive, high—standard free trade agreement that will boost trade
and investment between our two countries, enhance the welfare of both
countres’ dtizens, improve our two economies competitiveness in the
Asia—Pacific regon, and serve as an anchar for our hilateral aliance in the
years to come. The first negotiating round was held in Washington in June,
the sccond round in Scoul in July, and the third round in Scattle in
Septermber. The fourth round wil take place on Jeju idand in late October.
We have spent several sessions usefully developing a better understanding
of the other’ s existing procedures, and darifying our negotiating priorities.
Fdlowing the recent negotiatng round in Seattle, and looking forward to
next month’ s meetings in Korea, both Karean and U.S. negatiators have
noted that we now need to accelerate ouwr effarts, and to move into the gve
and take of actual negdtiation.

The key to increasing negotiating flexihility, T believe, is greater piblic

understanding in Korea and United States regardng the likely impact of an
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FTA between our two countries. In this
article [ would fike to discuss the relevant
precedents from other FTAs the United
States has previously concluded with ather
countries, I believe these can provide a
useful illustration of the benefits that
Korean businesses and consumers coud
expect from the KORUS FTA, and dso lay
to rest some misperceptions regarding
FTAs

[ will start with some examples from the
North American Free Trade Agreement
(NAFTA), simply because ts scdle is the
most roughly comparablc to that of a
KORUS FTA, which wauld be the second
largest FTA for the United States after
NAFTA. That said, NAFTA, which was
concluded over twelve years ago, does not
fully represent the “state of the art, 21st
centiry FTA. In order to compare more
recently concluded FTAs —ard also to
bring the discussion back to this side of the
Asia—Pacific regon —1 will also cite the
examplkes of the U.S, FT As with Singapore
and Australia, which came into effect in
2004 and 2005 respectively. Finally, to
make the analysis Korea—specific, 1 will
also discuss thc KORUS FTA, and the
findings of Korean and non—Korean
econamists regarding the potential benefits
to both of our countries from an FTA.

Let me start with NAFTA. Twelve
years after NAFTA' s implementation on

January 1, 1994, Mexico has overtaken

Japan to become the United States’
second—largest trading partner. Only U.S.
trade with our other NAFTA partner,
Canada, is larger. Because many factors
are invdved in ecanomic growth, NAFTA’
s contribution to each partner’s broader
economic performance cannot be
measured precisely —but Mexico' s GDP
has grown 40% and Canada’s 50% over
this pariod. NAFTA has hdped Canadian
businesses realze their long —standing goal
of moving toward value —added exports
such as telecommunications products,
arcraft, and cnergy technologics. NAFTA
has heen aliving agreemert. The NAFTA
partners have accelerated elimination of
tariffs four times and changed the agread
NAFTA rules of origin three times.
Together, these changes reflect further
liberalization post—-NAFTA affecting $67
billon worth of trilateral trade. In addition,
NAFTA has allowed the Urited States and
its partners to reach agreements over
previougly disputed traded goods, such as
tequila, cement, and sweeteners in the case
of Mexico, and softwood lumber in
Canada’ s case.

Ten years after NAFTA, on Jamuary 1,
2004, the United States—Singapore Free
Trade Agreement entered into force. In the
short period of time since then, trade
between the two countries has increased
by 13% to nearly $36 billion in 2005,
making Singapore the 16th largest goods
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trading partner of the United States.
Singapore’ s Ministry of Trade and
Industry rccently highlighted FTA’ s
positive effects in their amual review. The
FTA’ s zero-tariff policy has encouraged
Singaporean companies to invest their
growing profits in the local private sector.
Smal and medium—sized enterprises in
Singapore are capitalizing on new market
opportunitics in tclecommunications,
aviation, electronics, and government
procurement. WinEdge & Wireless,
Creative Technology, NOL/APL, Keppel,
ScembCorp, Creative Labs, Asia Pacific
Breweries, Osim, Eu Yan Sang and Tee
are just the names of some Singaporean
companics that have incrcascd their
business with the United States since the
FTA. And the elimination of America’s
merchant processing fee saved
Singaporcan cxporters more than $25
milion last year. The FTA has also helped
increase U.S. investment in Singapore.
Seagate, the largest manufacturer of hard
disk drives in the world, will be investing
$200 milion in new plant fadilites, ensuring
Singapore’ s competitiveness in the
computer storage industry. Hamilton
Sundstrand has already invested $55
million in the local manufacture of high—
precision aircraft compmerts and sy stems.
The examples highlight just some of the

many American companies helping to

develop Singapore’ s 21st century

economic vision.

Turning to the United States’ most
rocent FTA in this region, the US. FTA
with Australia took effect a year after the
FTA with Singapore, on January 1, 2005.
The FTA with Australia was the United
States’ first FTA with a developed country
since NAFTA. Australian SMEs in
particuar have benefited In August 2004,
before the FTA was concluded, only
aroind 19% of exporting SMEs exparted
to the United States, according to
Australian Government statistics. By
February 2006, this figurc had risen to
36%, and the United States had overtaken
even New Zedand as the number one
destination for SME cxporters. Besides
opening or expanding U.S. markets for
many Australian agricultural exports, the
FTA has allowed Australian firms to
access many U.S. federal government
procurement programs, provided greater
clarity and certainty in investor and IPR
protection, and dlowed Australian service
providers to compete on equa terms in
most sectors of the largest services
economy in the world.

These examples demonstrate that FTAs
with the Untted States have kd to a wide
range of benefits for some of the United
States’ leading trading partners, including
increased exports to the United States,
increased investment from the United

States, greater opportunities to develop
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competitive global industries, significant
benefits for small and medium— sized
cnterprises, and faster cconomic growth
overall. KIED® was one of the sponsors of a
recent conference in Seoul which aso
sought to examine the lessons learned
from previous FTAs with the United
States, and the possible applicability of
those lessons to Korea' s case. The
cconomists and currcent and former
governmert officials present from Mexico,
Chile, Peru, and Singapare all agreed that
their FTAs with the U.S. had been
beneficial. They did note, however, the
need for govermmerts to work dosely with
the public and civil society to prepare their
countrics for an FTA. This is a valuablc
message. The United States has learned
from our past FTAs the importance of
such an effort, and [ am pleased to see the
Korcan Government has rocertly launched
a similar public outreach effart as well.

To turn to Korea, then, it is common
knowledge that trade was a key factor n
the ‘economic miracle” that grew Kored' s
GDP amost one—hundredfdd from 1970
to the present. The FTA is the way to
continuc the Korcan cconomic miracle into
the 21st century. Korean economists,
attempting to quantify the impact of this
FTA, have concluded that in the long term
it could create as many as 550,000 new
Korean jobs overall and boost Korea's

GDP by two percentage pants or more, In

terms of overdl national wefare, Korean
dtizens will be over $7 billion richer in the
long term because of the FTA. Korea' s
small and medium-—sized enterprises
(SMEs) in particular expect to benefit from
an FTA, according to a recent survey. The
positive experience of SMEs — the engine
of growth in any economy —in our cther
FTA partners, such as Singapore and
Australia, bears out therr optimism.

The aforementioned studies may even
underestimate the potential economic
benefits to Korea from an FTA, because i
is so diffictlt to create cconomic models of
the “follow—on” or “second generation”
structural effects on the economy. Most
studics forcscce some diversion of
resources into more productive sectars as
our markets become more open to each
other, as the theory of comparative
advantage tells us should occur. This is
another reason we speak of a “21st
Century FTA.” To remain competitive in
this century means coping with new
challenges and rising competitors, by
focusing on new technology frontiers.
Many of Karea's cutting-edge industries
look forward to an FTA with the United
States as a way nat only to expand their
access to the world s largest market, but
asoto profit from the greater exchange of
knowledge and know —how that will flow
from the deeper economic ties an FTA will

provide.,
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Inevery country, there are always same
who fear that any change of this sort, inthe
dircction of more cfficient allocation of
resources, will be detrimental to certain
sectors. Every country, including the
Unied States, has its sensitive sectors, and
there has been concern here in Korea
ahout the Impact that removing tariffs could
have on Korea’ s protected agricultural
scctor. But as the U.S. experience with
Australia shows, two—way trade can occur
even when both countries produce roughly
comparable goods. As a further example,
Mexican com production did not collapsc
fallowing NAFTA, as some had predicted t
would when faced with competition from
cfficdent U.S. corn growers. Instecad, in
Mexico both corn imports and domestic
corn production have risen since NAFTA.
Of caurse, it is also importart to recall that
restructuring of any scctor, insofar as this
reflects consumer preferences, represents
a gain to consumers. Moreover, these
changes in consumer preference are not
aways simply amatter of buying a cheaper
product. For instance, one trend in many
countries IS a growing consumer
preference for organic food, cven at a
higher price. The U.S. Department of
Agriculture has located about 1,500
certified organic famms utilizing more than

4,221 hectares of land in Korea last year;

as Korean officds finalize their organic
certification and labeling program, organic
foods could offer a promising cxport
market in the United States following trade
liberalization under the FTA.

In this article, I have sought to
demonstrate, based on real-world
examples as well as econamic prgections,
that an FTA between the word s largest
and 11th-largest cconomics is truly a
‘win—win” proposition for Korea as well as
the United States. Let me close by
touching on the wider dimensions. Korea is
significantly more trade—dependent than
the United States: for Korea, trade
accounts far 69% of GDP, for the U.S. only
21%. It is surcly in Korca' s interest, as
well as that of the Unted States, to lock n
the benefits of a bilateral free trade
agreement while we continue our efforts
toward broader, multilateral trade
liberdization. In the same way that the
FTA represents building on our already
vibrant trade relations, it represents
building on our deep, longstanding, and
multifaceted alliance partnership. I hope
Koreans will come to lodk on this FTA n
the context of our cvolving rdations in the
21st
opportunities the FTA holds for our shared

century, and embrace the

stability and prosperity.



