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Overview of KIEP Projects and Activities

We study International Macroeconomics and Finance.
We examine Trade & Investment Policies.
We observe the International Regional Environment.
We analyze International Economic Relations.
We engage in research for Economic Cooperation in APEC and Northeast Asia.
We explore issues in International Cooperation for Korean Unification.

KIEP

Making international economic policies
turning Korea into a world power.

Message from the President

On Publishing the 2008 KIEP Annual Report

Ever since its establishment in 1990 as a government-funded research organ, the Korea Institute for
International Economic Policy (KIEP) has engaged itself in research in diverse areas including international
macroeconomics, policies in trade and investment, the
new international environment in regions around the
world, international economic relations, economic cooperation with APEC and Northeast Asian countries,
and international cooperation as pertaining to unification of the Korean peninsula.
The Year 2008 will be remembered as a tumultuous year, the year in which the financial crisis in the US exploded into global economic
crisis and became a grave threat not only for Korea but for the world economy as a
whole. The crisis ensured that 2008 would be a busy year for KIEP, as our researchers
sought to provide support for the Korean economy in the form of incisive analysis and
policy research, so that it would surmount the threats and challenges posed by the crisis
and actually turn them into opportunities to launch itself forward in the world arena.
We have published the 2008 Annual Report in the hopes of reflecting upon all the
research done at KIEP in 2008, and that it would motivate us for further research that
lie ahead. The report summarizes the contents of research reports that represent intense
efforts by KIEP research staff, as well as research materials utilized, and also provides
an observation of contributions those reports made to government policy. Aside from
being a statement of what KIEP has achieved last year, the annual report is intended
as a single comprehensive record that allows purview of all trends and issues in the
Korean and the world economy in 2008.
In 2008, those of us at KIEP had designated four main research topics we deemed
most pertinent to current circumstances, and engaged in twenty major projects in line
with those topics. These include negotiations for liberalization of the services market and other multilateral trade issues in response to WTO regime reforms and other
changes in the world trading environment; economic cooperation in APEC and other
regional issues; and current bilateral trade issues including free trade agreements. KIEP
conducted research to address changes in the macroeconomic environment surrounding Korea, such as changes the internationalization of the Korean won as a result of
Korea’s increasing prominence on the international economic scene, and presented ba-

sic resource materials and provided directions to prepare for changes in North Korea.
Policy responses to global inequalities in light of the current rapid transnational movement of capital were forwarded, in addition to measures to facilitate Korea’s entry into
foreign markets and attract foreign investment. In recognition of rising demand for
research on the world’s regions, KIEP did not limit itself to providing data on Korea’s
major trading partners such as the US or China, but made efforts to provide basic data
on Central/South America and Africa that had hitherto been lacking.
KIEP involved itself in many external activities in order to explore a diverse array
of alternatives for the international development of the Korean economy; successfully
operating such organizations as the Center for International Development Cooperation,
Comprehensive Center for DDA Research, the APEC Research Consortium Secretariat,
International Economy Experts Pool, and the SNU-KIEP EU Research Center; enabling
KIEP to engage in more in-depth and solid research in different areas. The Korea Economic Institute in Washington DC and KIEP’s Beijing Office permits timely, on-thespot analysis of local events as well as providing valuable PR support for the Korean
economy overseas. The joint KIEP-SAIS research activities, KIEP Economic Analysis
Model/Database Project, joint KIEP-GSIS program for training of regional specialists,
hosting of the Asian Economic Panel and publication of academic journals are some of
the many activities KIEP has undertaken to bolster research networks and methodologies. KIEP also hosted many successful international seminars and policy conferences.
In 2009, we at KIEP intend to analyze precisely the reorganization of the international financial order and other changes in the global economic environment, and propose the core strategies for the Korean economy in responding to various trends in the
global economy in the wake of the recent economic crisis. KIEP has also committed
itself to research concerning FTAs for all of the world’s regions and other ways to
foster global economic cooperation, along with creation of strategies that would allow
Korea to make further inroads into overseas markets. There are also research activities
of no less importance, involving current issues related to regional economic integration
in East Asia and Inter-Korean economic cooperation, in addition to efforts to come up
with foreign aid policy measures in preparation for joining the OECD/DAC.
KIEP will spare no effort in the future, and will contribute to making of international
economic policy that would help propel Korea into the ranks of the world’s advanced
nations. We end by saying that we at KIEP hope and look forward to advice and encouragement from all respected members of our society.
Sincerely,
Wook Chae
President, Korea Institute for International Economic Policy
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Mission and Brief History
■ Founding Objectives
• KIEP seeks to contribute to the establishment of international economic policy through

the investigation, study, and analysis of issues related to the global economy.

■ Scope of Research Activities
• Investigation,

research, and analysis of trade policy, international financial markets

and investment, and other issues related to international economic policy, as well as
development of policy tools
• Research and analysis of matters pertaining to the global economy, as well as of eco-

nomic trends and policies put in place in major regional economic zones
• Conducting

of joint research projects with scholars and research institutes at home

and abroad
• Commission

and consignment of research services relating to the global economy

and major regional economic zones
• Education,

training, and public relations activities pertaining to the global economy

and major regional economic zones
• Other activities associated with the achievement of KIEP’s goals

■ History
• August 1989

Establishment of KIEP research foundation

• December 1989 	Passage of a special law authorizing the establishment of KIEP

		 (dissolution of the foundation)
• January 1990 	Establishment of KIEP as a government funded economic research

		 institute
	Assumed responsibility for the supervision of the Korea Economic
		 Institute located in Washington, D.C. from the Korea
		 Development Institute
	Assumed responsibility for the supervision of the Korea National

		 Committee for Pacific Economic Cooperation from the Korea
		 Development Institute

• January 1992 	Establishment of the KIEP Center for Northern Area Studies

		 (dissolution of International Private Economic Council of Korea)
• October 1992 	The KIEP Center for Northern Area Studies is renamed the KIEP Center

		 for Area Studies
• January 1994 	Designation of the Secretariat for Korea’s Official Pool of International

		 Economists (International Economic Council)
• December 1994 	Foundation of the National Center for APEC Studies

		 (International Economic Coordinating Committee)
• March 1995

Founding of the KIEP Beijing Office

• January 1997 	Establishment of the Center for Northeast Asian Research and

		 Information Center
• October 1997

Integration of the Center for Area Studies

• January 1999	Modification of the Basic Law on the Establishment of Research

		 Institutes (Act on the Establishment of the Korea Institute for
		 International Economic Policy > Act on the Establishment,
		 Management and Development of Government-funded
		 Research Institutes)
• March 2002

Establishment of the DDA Research Center

• April 2003 	Reorganization of the Center for Northeast Asian Research and

		 Information Center as the Center for Northeast Asian Economic
		 Cooperation
• December 2004	Designated as a special research institute for international events

		 (Regulations on the inducement and organization of international
		 events)
• December 2005

Establishment of the SNU-KIEP EU Center

• June 2008	Reorganization of the Center for Northeast Asian Economic

		 Cooperation as the Center for International Development
		 Cooperation
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Overview of Projects

■
Outline and Current State of Research Projects

Through a wide range of activities that include in-depth analyses of core issues, the formulation
and assessment of relevant policies, development of international negotiation strategies, drafting of summit and ministerial meeting proclamations, participation in diplomatic delegations,
and the public promotion of policies, KIEP seeks to contribute to the establishment of policies
and provision of possible mid-to-long-term direction for government policy.

KIEP
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• The contribution made by KIEP reports are assessed based on the extent to which the core
suggestions found in a particular report were subsequently reflected in government policy.

Annual Report 2008

- The contents of our reports have been referred to in conjunction with the legislation of new
laws, Presidential Decrees and other forms of legislation, official government documents,
and when the government’s international trade strategy is being established.
• More to the point, KIEP reports have been used in conjunction with such topics as FTA/DDA
policy, regional economic studies and case studies, Northeast Asia and regional economic
cooperation, international macroeconomics and finance, mid-and-long-term trade strategies,
FDI/ODI policy, and official development assistance (ODA) etc.
* Instances in which KIEP reports were employed during the establishment of government policy
in 2008

Field

FTA/
DDA

Regional
economi c
studies

Northeast
Asia/regional
economic
cooperation

International
macroeconomics and
finance

Mind and
long-term
trade
strategies

FDI/
ODI

ODA

Other

Total

Number of
times reports
were cited

35

30

23

13

11

9

7

14

142

■
International Macroeconomics and Finance

- Introduction of measures to facilitate the internationalization of the Korean Won and the development of the financial industry
- Discerning international macroeconomic trends and analysis of policies adopted in response
to the global financial crisis
- Analysis of the exchange rate system and exchange rate predictions
- Analysis of global research trends in the field of macroeconomics and finance

■

■
FTA/DDA Policy

- Assessment of Korea-China and Korea-Japan FTAs and introduction of potential negotiation
strategies
- Analysis of DDA/WTO trends and the development of possible government response strategies
- Analysis of the economic influence and spread effect of FTA/DDA agreements
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- Introduction of mid to long-term trade strategies for the actualization of Korea’s status as an
advanced trading nations
- Analysis of environmental policies of major countries of the world and their cooperative ventures designed to achieve green growth
- Introduction of measures to facilitate the development of overseas resources and the activation
of plant construction

KIEP

Mid-and-Long-term Trade Strategies

- Preparation of basic plans for negotiations and draft schedules
- Provision of policy support for the FTA negotiations currently being carried out with the EU,
India, Canada, Mexico, Australia, New Zealand, and the GCC nations.

■
FDI/ODI

- Analysis of the economic impact of FDI and introduction of measures to facilitate investment
- Analysis of the results of FDI-related efforts of Korean enterprises and introduction of measures to activate Korean enterprises’ access to foreign markets
- Analysis of FDI/ODI in major countries and implications for Korea
KIEP
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■

Annual Report 2008

Regional Economic Studies

- Support for the establishment of regional trade strategies in the form of in-depth analyses of
regional trends
- Analysis of major bilateral economic issues
- Introduction of foreign case studies pertaining to issues currently affecting the domestic environment
- Provision of in-depth materials on individual countries to be visited by high-level officials
such as the President

■
International Development and Cooperation
- Formulation of conclusions pertaining to Northeast Asian economic cooperation policies

- Study of the main items on the agendas of APEC, ASEM, and ASEAN+3
- Development of Korea’s basic stance toward regional economic cooperation, and its participation and support for related meetings
- Analysis of the major issues affecting North-South economic relations and the establishment
of policies based on the outlook for the future
- Assessment of international assistance policies and introduction of measures to strengthen the
efficiency thereof
- Analysis of ODA trends based on case studies and examination of the implications of such
trends

■
Other Policies
KIEP

- Additional research on issues pertaining to international macroeconomics and economic policies
- Provision of support for the government’s international negotiations
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2 Affiliated Bodies and
Research-related Activities
■
Center for International Development and Cooperation

KIEP
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The Center for International Development and Cooperation organized various international/domestic seminars as well as programs that involved the invitation of foreign scholars to Korea in
2008. These included the East Asia Forum, International Forum for Peaceful Reunification, and
the Northeast Asian Conference. KIEP has made the results of the various projects which were
implemented by the Center available on its English website, East Asia InfoNet.
The center has not only contributed to heightening the status of Korea and KIEP through the
successful organization of various seminars, but also produced significant research results of
its own.

Notable activities and achievements in 2008

Annual Report 2008

• Held the 4th Annual International Seminar for East Asian Economic Integration
• Hosted the 1st International Policy Council: Analyzed the changes in North Korea-China
economic cooperation following the inauguration of the new government in Korea as well as
the future outlook thereof
• Hosted the 2nd International Policy Council: Examined the influence of improved U.S.-Vietnam relations on the Vietnamese economy
• Conducted research on the future direction of the new government’s North Korea policy and
related tasks
- The further strengthening of the Visiting Scholar Program to increase research-related exchanges with KIEP and to establish a human network.
• Invited fifteen scholars from New Zealand, China, Australia, the United States and Singapore
- The provision through the English website operated by the Center for International Development and Cooperation of various materials related to East (Northeast) Asian economic integration has resulted in greatly increased the ability of domestic and foreign researchers alike
to conduct research related to the establishment of relevant policies and work duties.

■
DDA Research Center

In addition to publishing a research series designed to improve the general level of understanding of the Doha Development Agenda (DDA) and the opening of the economy, the DDA
Research Center has also managed the Association for Research on International Trade, and
through public relations activities and seminars, helped to not only develop government-level
strategies for the DDA negotiations, but also a national perspective on this matter. The DDA
Research Center has striven to heighten national awareness vis-à-vis the principles of international economics and the market economy, as well as international norms.

Notable activities and achievements in 2008

National Center for APEC Studies

The National Center for APEC Studies has implemented APEC-related research, provided support for participation in international academic conferences and government involvement in
related meetings, and published relevant study materials. In addition, the Center has also kept
the public abreast of its activities through its APEC/PECC Korea Newsletter. The Center has
stimulated of APEC-related studies through such means as the provision of support for government participation in the ASC International Conference, APEC summit, economic and trade
ministers’ meetings, as well as senior officials’ meetings (SOM).
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■

KIEP

• Published reports prepared in conjunction with the relevant research projects
- The direction of the reform of the WTO system and Korea’s response
• Implemented lectures and organized seminars on the Trade Law
• Organized seminars dealing with issues pertaining to DDA and opening of the economy
• Organized and participated in government-led DDA related seminars, conferences, and WTO
negotiations
• Conducted public relation activities through the media such as TV and newspapers
• Hosted conferences with individuals active in the relevant fields.

Notable activities and achievements in 2008
• Conducted a study entitled『Analysis of the Implementation of the APEC FTAAP and Related Policy Measures』
• Conducted a study entitled『The Korean Government’s Response to the Issue of Corporate
Social Responsibility (CSR) within APEC』
• Organized a specialist conference on the topic of the Free Trade Area of Asia Pacific (FTAAP) and published the results of the meeting
• Published『Research and Analysis on the Implementation of the APEC FTAAP and Suggested Policy Measures』 during the SOM II Meeting
• Participated in the 2008 ASC International Conference in Peru
• Organized an APEC specialists pool
• Publication of the APEC/PECC Korea Newsletter on a quarterly basis

KIEP
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■
Korea’s Official Pool of International Economists (KOPIE)

Annual Report 2008

As part of its ongoing efforts to organize international economic research teams (panel sessions)
and provide support for international conferences whenever petitioned to do so by the government. KIEP has established and made active use of Korea’s Official Pool of International Economists (KOPIE) Database. While each research team consists of up to twenty economists, the
panel sessions carried out under the auspices of the various regional research groups involve up
to fourteen researchers. In order to maintain a certain level of consistency in terms of the work
duties, each research group designates one or two secretaries. KIEP seeks to have the Korean
position represented by dispatching, through its KOPIE system, specialists to unofficial international meetings in which Korean participation at the government level is deemed essential.

Notable activities and achievements in 2008
• Organized various research groups
- Organized a total of seventy research teams, including the International Macroeconomics and
Finance Team, WTO Research Team, FTA Team, FDI Team, APEC Team, Energy/Environment Team, ODA Team, and Regional Studies Team
• Participated in international meetings as part of the government delegation

• Provided various forms of support to the Ministry of Foreign Affairs and Trade, Ministry
of Strategy and Finance, Ministry of Knowledge Economy, and the Korea Communications
Commission

■
SNU-KIEP EU Center

Notable activities and achievements in 2008
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• Organized international seminars pertaining to Korea-EU political/ economic/ cultural cooperation with individual members of the EU
- The German Social Market Economy: Past, Present, and Future
- The 2nd Korea-EU Senior Forum
- EU through the Eyes of Asia
- The 2nd Korea-Bulgaria International Seminar
- Soft Power and Asia-Europe Partnership
• Published the SNU-KIEP EU Center Research Series
- Prospects for European Foreign Policy
- Changes in the EU’s Regional Policy and Policy Implications Thereof
- The Impact of the EU’s Cultural Policy on European Integration and its Implications for East
Asia: A Case Study of the European Capital of Culture Program
• Publication of translations carried out by the SNU-KIEP EU Center
- Theory of Self-Regulation of the Market Economy: A New Conception of Sustainable Development (Vladimir D. Andrianov)
- An Economic History of 20th Century Europe (Ivan T. Berend)

KIEP

Based on the support of the Commission of the European Communities, KIEP has actively
managed the SNU-KIEP EU Center since 2006. The SNU-KIEP EU Center has carried out
various activities pertaining to EU studies. These have included the organization of seminars,
invitation of EU researchers, dispatch of Korean EU researchers, and the publication of an EU
study series. In addition, the Center has sought to heighten mutual understanding through such
means as the conduct of joint research and academic exchanges with individual European countries and also provided vigorous support for the government’s European policy.

• Provided support for domestic EU-related research associations such as the European Union
Studies Association of Korea and the Korea-German Academy of Economics and Management
• Also provided EU-related articles and interviews to domestic and international journals and
media outlets, and performed an advisory role during Korea-EU FTA negotiations

■
KIEP Beijing Office

KIEP
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The KIEP Beijing Office analyzes current trends in China and seeks to promote Korea’s economy and policies within the latter. The KIEP Beijing Office is able to provide important information in a timely manner through its series known as the Chinese Economy Briefing. The Office also facilitates exchanges of opinions between Korea and China through the Korea-China
Economic Forum.

Annual Report 2008

The KIEP Beijing Office’s provision of objective and practical information has contributed
greatly to the making of China-related policies. Moreover, by strengthening networks between
Korea and China, the Office has actively promoted the conduct of China-related research in
Korea. It has also carried out activities designed to promote the Korean economy in China and
provided support to Korean enterprises desiring to enter the Chinese market.

Notable activities and achievements in 2008
• Published Chinese Economy Briefing
• Organized the Korea-China Economic Forum
• Compiled Regional Economic Focus
• Organized joint seminars with China’s Central University of Finance and Economics (which
involved specialists from government-led research institutes in China, media institutions, and
the foreign offices of Korean institutes)
• Provided support for the KIEP-AMR Joint Seminar
• Conducted research networking activities
• Carried out activities to promote the Korean economy

■
Korea Economic Institute (KEI) in Washington, D.C.

The Korea Economic Institute (KEI) in Washington D.C. is engaged in activities designed to
promote the Korean economy and policies in the United States, as well as the analysis of current
trends in the latter. More to the point, KEI seeks to activate the exchange of opinions through
such means as the organization of discussions involving leading opinion makers, Korea-U.S.
policy seminars, and Korea-U.S. joint academic conferences. In addition, KEI also implements
academic and policy-related projects on behalf of the government as well as the active exchange of human resources.
KIEP’s active promotion of the Korean economy in the United States through KEI is designed
to contribute not only to the establishment of Korea’s international economic policy, but also to
the creation of a broader base of support for Korea abroad.
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• Carried out active analysis of Korea and Asia-related trends in the United States and collection/provision of related materials
- Provided, through the publication of “KEI Reports”, in-depth analysis of economic matters
pertaining to Korea/Asia to domestic and international institutions
• Carried out activities to promote the Korean economy and economic policy in the United
States
- Kept key opinion makers in the United States abreast of the state of the Korean economy by publishing and distributing such works as “Korea Insight”(monthly), “Korea’s
Economy”(annual), and the papers collected during academic seminars
• Organized joint Korea-U.S. academic conferences
- Held a joint annual Korea-U.S. academic conference on the theme “Shifting Strategic and
Political Relations with Korea” at New York University from September 16th-18th, 2008
• Academic and policy-related projects on behalf of the government
- A key project is currently being carried out by Dr. Thomas Willett and Dr. Choong Young
Ahn

KIEP

Notable activities and achievements in 2008

■
Joint KIEP-SAIS Research

KIEP
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KIEP’s Joint KIEP-SAIS Research is an educational project designed to produce specialists in
Korea-U.S. relations and issues concerning Korean peninsula and to provide support for policy
research in the United States on matters pertaining to Korea-U.S. relations as well as political
and economic issues that affect the two Koreas. The project also strives to foster the establishment of intellectual/human networks between Korea and the United States. More to the point,
this undertaking has contributed to the extension of the foundation for research by expanding
the number of Masters Degree programs in Korean Studies, and inviting former/current government officials from the U.S. Department of State as well as Korean specialists in the United
States to Korea, where they serve as diplomatic/intellectual assets. In addition, discussions between Korean and American specialists have also been expanded through such venues as the
Visiting Scholar Program, High Level Discussion, and the Policy Dialogue Program.

Notable activities and achievements in 2008

Annual Report 2008

• Provided support for policy research
- Published a series of working papers, prepared, an annual report on Korea-U.S. relations
with the SAIS Masters Program students playing the central role in this process
• Conducted joint research on the North Korean economy (in conjunction with the NEAR
Foundation)
• Organized the annual KIEP-SAIS forum
• Prepared the annual US-Korea report
• Managed the Korea Forum
• Operated the DPRK Economy Forum
• Published North Korea Development Report
• Offered a wide range of courses relating to Korean Studies and expanded Korean language
education
• Provided scholarships for those who majored in Korean Studies

■
International Seminars and Policy Councils
Through its international seminars and policy councils, KIEP has sought to facilitate the invigoration of both the domestic and international economy and regional studies. In particular, the
“Global Korea” seminar held in 2008 created an opportunity for prestigious scholars from the
world over to gather in one place.

Notable activities and achievements in 2008

KIEP
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• The 4th Conference of East Asian Institutes Forum
• Asian Economic Papers(AEP) panel meeting
• ASEM Conference: Asia, Europe and the Future of Regional Economic Integration
• APEC-IMF High Level Seminar “Ageing and Financial Markets”
• Mid to Long-term Development Strategies for Korea and China in the 21st century
• Soft Power and Asia-Europe Partnership
• The 2008 International Workshop on Theoretical and Empirical Studies of International Economic Institutions
• EAFTA Study Phase II 4th Joint Expert Meeting
• EAFTA Study Phase II 3rd Expert Meeting
• The 1st Workshop of the 2008 Korea-China-Japan Joint Research Project
• 2008 Korea-Central America Economic Cooperation and Business Forum
• The 2nd KIEP-PRI-IFB Trilateral Workshop
• “ The Influence of the Rise of the Yuan on Enterprises Exporting to China”
• Initiative on Ageing Issues in APEC “Ageing and Public Finance and Others”
• The 2nd Korea-Bulgaria Economic Cooperation Seminar
• The 3rd KIEP-ERI Joint Seminar: “New Political and Economic Conditions for Cooperation
in Northeast Asia and the Russian Far East”
• Small Group Meeting for the EAFTA Study Phase II
• The EU Through the Eyes of Asia
• Korea-EU Senior Forum
• KIEP FTA Roundtable
• Korea-China Council on North Korean Policy
• Korea-Vietnam Policy Council on the Actualization of North Korean Policy based on Coexistence and Co-prosperity
• Experience of Transition Economies and Implications for North Korea

■
KIEP Economic Analysis Model and DB Project

KIEP has introduced a new Economic Analysis Model that effectively expands the one developed in 2007 by including China and Japan, and also accounts for elements which were not
properly addressed under the past model. More to the point, a Korea-U.S.-China-Japan-RW
model was formulated, with special attention paid to the upgrade of the assets market. Based on
this model, the results of a quantitative analysis involving the economic effects which Korea,
China, Japan, and the United States would incur should a macroeconomic shock of global proportion come to pass were calculated.

Notable activities and achievements in 2008
KIEP
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• Expanded the existing model into a Korea-U.S.-Japan- China –global model so as to make
it possible to estimate the influence of an economic shock in one of the major countries on
Korea.
• The significant influence which overseas shocks have on Korea has served to increase the
importance of measuring the path and scale of such shocks. To this end, the project is expected
to continue apace in 2009.

■
Asian Economic Panel (AEP) and Publication of Related Academic Journal

In conjunction with Columbia University’s Earth Institute (EI) and Keio University’s Global
Security Research Center, a number of think tanks and scholars in the Asia region got together
to establish the Asian version of North America’s Brookings Papers on Economic Activity
(BPEA) and Europe’s Economic Policy (EP). Known as the Asian Economic Panel (AEP), the
body has contributed not only to the conduct of research on major economic issues affecting
Asia, but also put forward potential policy options where these issues are concerned.
As part of its mandate, the AEP invites researchers from throughout the Asian region to take
part in panel discussions twice a year. It also publishes a series called Asian Economic Papers
on a triannual basis (MIT Press).

Notable activities and achievements in 2008
• Improved the quality of essays contributed to the AEP journal
• Conducted in-depth research and discussions on issues pertaining to the international economy such as the impact of a financial crisis
• Organized the Asian Economic Panel (AEP) and published a related academic journal

■
Reinforcement of Regional Economic Studies Project

• BRICs Information Center
- Expanded domestic and foreign specialists DB
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Notable activities and achievements in 2008

KIEP

KIEP’s BRICs Information Center has created a unified DB of the heretofore disparate lists
of specialists and research in emerging economies and in the field of regional studies, with the
contents of this DB to be used as national knowledge. In addition, through such means as the
securing of cooperation agreements with foreign research institutions, the BRICs Information
Center has also focused on strengthening its overseas information networks and promoting the
activation of regional studies.
Furthermore, as part of its efforts to heighten Korea’s global competitiveness, KIEP offers education programs for regional specialists which are designed to not only train regional specialists,
but also to form regional networks. The education programs offered to regional specialists consist
of traditional lectures and on-the-spot training, as well as an intensive course given in seminar
form. These education programs have helped to diversify the countries from which regional specialists are produced, collect information about both well-known and lesser well-known regions,
and develop more thorough analyses of changes in regional political situations.
The Visiting Scholars and Fellows Program seeks to strengthen the basic competencies of KIEP
researchers by inviting foreign scholars and fellows specializing in emerging economies to take
part in joint studies. Brochures and invitations are regularly sent out to scholars and researchers
recommended by KIEP. Applications for this program are provided through KIEP’s English
website.

- Reached contents cooperation MOUs with foreign institutions
- Added specialized information on emerging economies
- Registered and updated specialist information
- Reached agreement on additional cooperation with 10 research institutions
- Established plans to increase the scope of the information provided through the EMERiCs
Portal
• Regional Specialists Education Program
- Central Asia (Uzbekistan, Kazakhstan) Specialist Course
- Indonesia Specialist Course
- Intensive Course on Various Issues Pertaining to Vietnam
- Intensive Course on Various Issues Pertaining to Central Asia

■
KIEP
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Training of Regional Specialists Through Joint Ventures Involving KIEP
and Graduate Schools of International Studies
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As part of its efforts to develop networks with regional economic specialists, specialized research institutions situated abroad, as well as foreign specialists, KIEP offers, in conjunction
with a number of graduate schools of international studies, regional specialist education programs. Two options are offered as part of this program. While the ‘Full Package’ focuses on the
training of specialists in lesser-known regions, the ‘Special Package’ revolves around the training of specialists in major regions. To date, the graduate schools of international studies of five
universities have participated in this specialist education program, namely those from Korea
University, Hankuk University of Foreign Studies, Chungang University, Hanyang University,
and Seoul National University.
This project is designed to help train specialists who possess comprehensive knowledge of various regions. All in all, this project has sought to meet the demand for regional studies which has
emerged at both the national and educational institution levels.

Notable activities and achievements in 2008
• Prepared report formats, established a unified management report system
• Established management methods based on a review of individual university management
reports, accounting reports, and business plans

• Provided support for academic conferences and events presented by graduate school students
through the Graduate School of International Studies Student Union (GSISU)

■
Strengthening of Cooperation with Research Institutes Abroad

Notable activities and achievements in 2008

• Regional Specialist Education Program
- Implemented on-the-spot training courses in conjunction with research institutes in Uzbekistan, Kazakhstan and Indonesia

■
Information Management
As part of its ongoing efforts to strengthen support for research, KIEP operates a Digital Library. The Digital Library offers individual researchers information related to their research
topics and provides an online list of the research materials contained in the KIEP library. The
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• BRICs Information Center
- Expanded domestic and foreign specialists DB
- Signed contents cooperation MOUs with foreign institutions
- Registered and updated specialist information

KIEP

Through on-the-spot training programs planned or implemented in cooperation with governments, public institutions, and research institutes of major emerging markets such as BRICs,
KIEP has been able to collect salient, timely, and quality information; contribute to the strengthening of research cooperation, and establish various networks.
By integrating the information related to emerging markets and increasing the number of regional specialists, this project has effectively contributed to invigorating studies, and also provided support for Korean enterprises attempting to enter emerging markets for which little
information is currently available domestically.

Digital Library also offers two webzines (weekly/occasional) that contain summaries of research reports collected from foreign research institutes, economic research centers associated
with universities, and international economic organizations. The Digital Library also collects
statistical materials, such as those pertaining to major countries, in order to facilitate regional
studies projects. KIEP has also expanded its cooperation with domestic and international academic societies and associations, and frequently conducts educational courses related to the
practical use of information and its core DB.

Notable activities and achievements in 2008

KIEP
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• Management of the Digital Library
• Published working papers and conference proceedings of overseas research institutes and
economic research centers associated with universities
• Collected materials from international economic organizations (UN, OECD, IMF, and World
Bank)
• Compiled an extensive collection of materials related to regional studies, such as individual
country statistics
• Enhanced DB through such means as adding Reuters Knowledge, which provides materials
pertaining to foreign enterprises, and KIS Value, which offers materials related to domestic
enterprises
• Implemented DB and information usage courses for new researchers

■
Publications
KIEP publishes various theme-based research reports and research materials. It also regularly
releases analyses of topical matters related to the economy through web-based magazines such
as KIEP World Economy and Focus on Regional Economies. In addition, KIEP also publishes
the Journal of International Economic Studies, which includes outstanding papers written by
both domestic and foreign researchers, on a semiannual basis. All of KIEP’s publications are
available online, and active exchanges of such publications take place with domestic as well as
foreign institutions.

Notable activities and achievements in 2008
• Published Journal of International Economic Studies (semiannual)
• Published issue papers on current economic topics such as: KIEP World Economy update
and Regional Economic Forcus
• Provided information regarding online publications
• Published summaries of KIEP research reports
• Provided a list of KIEP publications (2005~2008)
• Disseminated published materials and managed related sales/membership

■
Informatization

• Combined and disseminated the contents of its various research databases through KINIS
• Improved work efficiency through the information management system.
- Improved various systems such as those related to payment and accounting
• Provided a wide variety of research results through the website and put in place a user-oriented
website
• Strengthened the information infrastructure by putting in place equipment with larger storage
capacity

■
Public Relations
KIEP has actively conducted public relations work through such means as contributing articles
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Notable activities and achievements in 2008

KIEP

While the KINIS system has enabled KIEP to combine and disseminate the contents of its various research databases, its information management system has helped to improve overall work
efficiency. KIEP has also strengthened its information infrastructure by purchasing equipment
with larger storage capacities and providing researchers with personal PCs.

to media outlets and publishing special articles. In addition, the results of studies and the latest
news concerning KIEP are available through the KIEP web magazine. It has also increased
accessibility to its newsletter the KIEPzine. In addition, KIEP has contributed to the establishment of a human network through such means as the enhancement of information related to the
recruitment of new employees and the building of regional DBs for students.

Notable activities and achievements in 2008
• Increased planning and promotional events
• Strengthened online promotional activities
- Published five web-based magazines such as KIEP Newsletter
- Increased the number of members using webmail services
• Enhanced efforts to induct highly-qualified researchers

KIEP
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1

Research Trends in 2008

■ KIEP has attempted to improve Korea’s ability to respond to changes in the international
macroeconomic and financial environment by analyzing and predicting the trends related
to such changes. Moreover, by analyzing such elements as exchange rate volatility, capital
mobility, and trends in the currency and financial markets, KIEP has sought to develop a
better understanding of the impact such events have on Korea, and to facilitate the task of
preparing the necessary responses. In addition, KIEP has also strived to introduce international cooperation measures in the face of ever-deepening correlation between financial
and currency cooperation in East Asia and international macroeconomics.
KIEP
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■ KIEP has also analyzed changes in the environment surrounding multilateral and bilateral
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trade arrangements such as WTO/DDA, FTAs, and APEC in order to better understand
the impact which such arrangements have on Korea, prepare Korea’s strategic response,
and the core policies which should be implemented.

■ As part of efforts to meet the demand for regional studies emanating from both the government and private sector, KIEP has actively strengthened its emphasis on regional studies
as well as research cooperation at the domestic and international levels. Moreover, it has
also introduced measures to enhance bilateral cooperation between Korea and other countries via increased outsourcing.

■ KIEP has also undertaken studies on the current state of Northeast Asian and East Asian
economic cooperation, as well as on the institutionalization of regional economic integration. Based on these studies, KIEP has established a desirable direction for Korean policy
and pursued the creation of networks between domestic and international specialists.

2

Basic Research Tasks

Multilateral and
Bilateral Trade Policy

Amidst Changes

Trade Environment

KIEP

in the Global
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A Study on Korea’s Strategies for
Mode 4 Negotiations in Trade in Services:
Implications for Independent Professionals

June Dong Kim et al.
(In Korean)

■
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This study analyzes the impact of the making of specific commitments pertaining to independent professionals on the local labor market, and suggests desirable strategies for Korea
with regards to the issue of independent professionals (IP) during the Mode 4 negotiations
conducted as part of wider DDA and FTA service negotiations.
The making of specific commitments with regards to IP constitutes one of the most controversial issues in both multilateral and bilateral negotiations. Developing countries, which have a
keen interest in the export of items covered under Mode 4, have actively pushed for further liberalization. This is especially true in the case of IP, which is not related to commercial presence.
Conversely, because of the sensitive nature of this issue within their respective labor markets,
developed countries are more hesitant to enhance their commitments on IP.
The DDA and FTAs have contained only limited commitments on IP. In terms of the DDA,
these commitments on IP have generally been limited to professional sectors where comparatively fewer regulatory concerns can be found such as engineering, computer-related services,
and management consulting. While members such as the US and EU that have made comprehensive commitments on IP have put in place quantitative limitations, other nations such
as Japan and Canada, which have only made limited commitments on IP, have not applied
quantitative limitations.
Recent FTAs have also contained IP commitments. Among the 17 FTA agreements investigated as part of this study, nine included commitments on IP. Of these, the Australia-Singapore FTA, Australia-Thailand FTA, Japan-Singapore FTA, and China-New Zealand FTA
were found to include more IP commitments than those contained in the UR commitments.
The sectors in which commitments were made ranged from engineering to most of the profes-
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sional services. As mentioned above, a number of
countries such as the US and New Zealand apply
quantitative limitations.
As part of efforts to develop Korea’s strategies as pertains to IP commitments, this study
analyzed the current state of personnel holding
E-4 visa status. After having conducted a preliminary case study of 16 companies’ experiences
with foreign IP, a survey of 302 firms was carried
out. This survey addressed such issues as the utilization of IP, future outlook for demand, and
the impact of IP commitments. This survey was then complemented with an analysis of the
labor market. The survey and the analysis of the labor market were conducted in five sectors,
namely, architecture, urban planning, and landscaping; engineering; computer-related services;
management consulting; and translation and interpretation services. These sectors were chosen
because a look at other developed countries’ commitments would seem to indicate the presence
of comparatively fewer regulatory concerns.
The survey of the architecture, urban planning, and landscaping sector revealed little concern that foreign professionals would replace domestic ones. The survey revealed a marked
preference for limited IP commitments. In instances where IP commitments were made, the
survey found a need to strengthen qualification requirements, and establish a mechanism that
can differentiate between services and employment contracts.
The survey of the engineering sector found a higher degree of demand for foreign IP commitments amongst metal and materials, chemical, electric, computer and communications technology, and agricultural engineers. The survey also revealed a high degree of recognition of the
need for qualification requirements and a mechanism for differentiating between services and
employment contracts. Calls were also made, although to a lower extent, for economic needs
tests (ENT) or labor market tests.
As far as computer-related services were concerned, the study found that the share of foreign professionals within the domestic market remains very limited. However, the survey participants generally expected that IP commitments would have the beneficial effect of bringing
in high quality foreign professionals, which would in turn help improve technology domestically. The respondents suggested the necessity for mechanisms such as labor market tests or
entry quotas as a means to prevent the possible negative impact of such IP commitments on
the local labor market. Respondents also called for the implementation of strict qualification
requirements and the establishment of relevant staying periods during negotiations on IP commitments.
The survey of management consulting services revealed a generally positive disposition towards the making of commitments on foreign IP. The survey participants responded positively
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to IP commitments in either an active or somewhat limited manner. IP commitments were
expected to have the beneficial effect of bringing in high quality foreign professionals, which
would in turn help improve technology domestically. However, in order to prevent the possible negative impact of such IP commitments on the local labor market, respondents called for
relevant staying periods to be established during the relevant negotiations.
The majority of those canvassed as part of the survey of the translation and interpretation
services sector declared themselves in favor of limited IP commitments. Fearing that employment contracts could be passed off as services contracts, the companies surveyed focused heavily on the need to establish a mechanism that can clearly differentiate services and employment
contracts. The placing of limitations in the form of demands for qualifications or pertinent
experience was also raised.
Measures to prevent the possible negative impact of IP commitments on the local labor market include the need to differentiate services and employment contracts by ascertaining whether
a services contractor is in fact the final consumer of the relevant services. This step must be
taken in order to avoid the appearance of what are in fact sub-contracts dressed up as employment contracts. Moreover, it is the duty of the immigration authorities to thoroughly investigate
whether the service supplier possesses the credentials needed to supply the relevant service.
The results of the study would seem to indicate that, with the exception of a few sensitive sectors, no quantitative limitations are required amidst the current circumstances in which
countries the world over are engaged in a competition for highly-skilled professionals. Even in
those sensitive sectors where the implementation of such measures as ENT is necessary, steps
need to be taken to enhance the transparency of such measures. In this regard, such measures
should be applied on an equal basis for all and be clearly stated.
Finally, as far as the recognition of the qualifications of foreign professionals is concerned,
the gap between education and training has rendered the reaching of mutual recognition agreements difficult. To this end, allowing collaboration between foreign and local professionals can
be considered as an alternative to an MRA in areas where developing countries have shown a
keen export interest, such as architecture and accounting.

Analysis of Main Texts and Commitment Schedules
of China’s previous FTA Service Agreements

Chang Kyu Lee, Junkyu Lee, Seung-Shin Lee, Jina Yeo, Seung Bin Pae
(In Korean)

■
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A look at such factors as the volume of trade and the size of bilateral foreign direct investment (FDI) makes it amply evident that China will emerge as one of the most important potential free trade agreement (FTA) partners which Korea will negotiate with in the future. In this
regard, a Korea-China FTA has emerged as one of the key issues for both policymakers and
researchers in Korea; moreover, a significant number of studies have already been conducted
on this topic.
Previous studies have tended to focus on the bilateral trade in commodities. However, very
little work has been conducted on the impact which a Korea-China FTA would have on trade
in services. This study emphasizes the need to attach greater significance to service agreements
during the Korea-China FTA negotiations. A few observations will be introduced to support
the above position.
For example, China recently showed some signs of flexibility in the area of trade in services
during its FTA negotiations with New Zealand. The China-New Zealand FTA is both the first
FTA which China has ever concluded with a developed country, and the first comprehensive
CEPA (Comprehensive Economic Partnership Agreement) ever reached by Beijing. Moreover,
China’s huge population makes it such that the importance of trade in services cannot be ignored.
The main purpose of this study is to analyze and compare the main texts and commitment
schedules of China’s previous FTA service agreements. More to the point, the main characteristics, trends, and significant implications of China’s strategies in the area of FTA services
agreements are analyzed through an examination of four previous FTAs concluded by China,
namely the China-Hong Kong CEPA (Comprehensive Economic Partnership Agreement),
China-ASEAN FTA, China-Chile FTA, and China-New Zealand FTA. During previous FTA
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service agreements negotiations, China has
shown itself to be extremely cautious when it
comes to opening its huge but still underdeveloped service markets.
The in-depth analysis of the FTA texts
and commitment schedules associated with
China’s previous FTA service agreements
conducted herein not only helped shed light
on some very important issues, but also facilitated the task of formulating relevant policies. Above all, China has to date shown a tendency in FTA agreements to prefer positive list
formats over negative ones. To this end, the selection of an appropriate format should be the
first step in designing the entire structure of a potential FTA service agreement with China.
The inclusion of a so-called ratchet mechanism should be seriously considered in order to in
the future, avoid any possible retreat in terms of the liberalization of service sectors which the
two countries would agree to open up during negotiations. In addition, the inclusion of a most
favored nation (MFN) clause could very well emerge as a key issue once bilateral negotiations
begin.
Additionally, it is expected that the issue of the mutual recognition of qualifying licenses
for some professional services will become one of the thorny issues which the two countries
will have to address during future negotiations over a Korea-China FTA. Generally, mutual
recognition agreements are encouraged to enhance the mobility of service providers. However,
the systems and procedures through which licenses are granted differ significantly in Korea
and China. Consequently, the opening up in Korea of some professional service markets and
improvement of the mobility of service providers could very well have a negative effect on
the Korean economy. As a result, a cautious approach should be taken where this issue is concerned. Korea’s level of openness in the financial, legal service, and telecommunication service
sectors has generally been higher than that of China. In this regard, it would be desirable for
Korea to strategically push for FTA service agreements as part of the eventual negotiations over
a Korea-China FTA.
However, the ongoing global economic recession has inevitably made the schedule for the
formal launch of Korea-China FTA negotiations unpredictable. That being said, despite these
unfavorable circumstances, the two countries should continue to expand economic exchanges
as part of efforts to eventually construct a mutually beneficial and successful FTA.

Comparative Analysis of FTA Agreements by
Korea, China, and Japan, and Policy Implications
for a Northeast Asia FTA

Nakgyoon Choi et al.
(In Korean)

■
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The possibility of FTA agreements involving Korea, China, and Japan has long been widely
discussed. In this regard, while Korea-Japan FTA negotiations, which had been on hold since
2004, have recently begun to be gradually resumed at the administrative level, China has continued to strongly push for the launch of Korea-China FTA negotiations at the earliest possible
date. In addition, the joint research conducted on a possible Korea-China-Japan FTA has produced significant results in terms of the expected benefits of such FTA negotiations.
This study reviews the characteristics, coverage, and major contents of the FTA agreements
that have to date been reached by Korea, China, and Japan. More to the point, this study focuses
on the contentious FTA issues of market access for goods and services and rules of origin. To
this end, an analysis is conducted herein of the scope of negotiations, the major achievements
made in the various areas of negotiation, and the reservations and exceptions lists compiled as
part of each FTA agreement.
In terms of market access for goods, a comparative analysis of the tariff schedules found in
the FTA agreements reached by the three countries reveals the following similarities and disparities. First, Korea and Japan have made efforts to eliminate agricultural tariffs over the medium
to long term or to have some excluded from tariff concessions. Second, the three countries have
sought to eliminate tariffs on those items whose current levels are less than 5% immediately
after the FTA agreements go into effect. Third, there is a high probability that specific tariffs, or
non-ad-valorem tariffs, will be gradually eliminated or assigned as items for exclusion. Fourth,
the ratio of the items for which tariffs are to be eliminated immediately, or in the shorter term,
tends to be higher in the case of the FTA agreements reached with developed countries than has
been the case with developing countries. Finally, regardless of their levels of development or
industrial structures, Japan has proposed to all of its FTA partners a concession schedule that is

KIEP

042
Annual Report 2008

for all ends and purposes identical.
The results of our study on the concessions
contained in service agreements reached by
Korea, China, and Japan can be summarized as
follows: Korea has adopted a negative list approach in FTA agreements with Singapore and
the United States and pushed for the inclusion of
provisions such as those related to most favored
nation (MFN), national treatment (NT), exclusion of market restriction, and future liberalization. Japan for its part follows a similar approach to Korea where MFN, market access, and
distribution are concerned. However, unlike Korea, Japan has adopted a positive list approach
to concessions. Meanwhile, unlike Korea and Japan, China has shown itself to be very conservative when it comes to the liberalization of the service sector.
In terms of product-specific rules of origin (ROO), Korea has adopted change in tariff chapter, change in tariff heading, and regional value content as the major criteria for determining
country of origin. On the other hand, Japan uses change in tariff chapter, change in tariff subheading, and regional value content as its major criteria. China also has a unique structure in
that, with the exception of the China-New Zealand FTA, the regional value content method is
applied to most products.
The above-mentioned research results on market access issues for goods and services and
ROO indicate that the following conditions are necessary for the successful discussion of a
Northeast Asia FTA: (i) the presence of an economic environment under which such an FTA
would be perceived as beneficial for all countries; (ii) the reaching of a trilateral agreement on
the scope of liberalization to be brought about in sensitive sectors; (iii) the presence of the type
of political leadership needed to promote such an FTA no matter what may come.

The Reformation of
the WTO System and
Korea’s Response

Jin Kyo Suh et al.
(In Korean)
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The WTO-governed multilateral trading system has significantly extended the volume of
world trade, reduced trade barriers, provided a strong dispute settlement mechanism, and improved the status of developing countries status. Despite these achievements, this system still
faces internal and external challenges. In order to overcome these challenges, the WTO needs
to be reformed.
The ever-increasing number of WTO members has rendered it increasingly difficult to secure full agreement amongst members on various issues pertaining to the negotiating agenda
under the organization’s consensus-based decision making process. As the likelihood of changing passive consensus (which requires unanimous acceptance by all members) is very low,
the focus should be on the reform of active consensus (consensus-building). In this regard, the
emphasis should be placed on enhanced transparency, the development of explicit criteria for
participation in informal meetings, and the implementation of the “critical mass” approach.
Undue delays during the panel stage remain one of the biggest problems where the WTO
dispute settlement mechanism is concerned. A shift towards a permanent panel system will not
only address this timing problem, but also raise panelists’ professionalism. Remedies could
be improved by having WTO members officially recognize their retroactive effect, especially
where retaliation is concerned, and allowing monetary compensation that would be paid on a
non-MFN basis and within a specified time frame.
The absence of many members from the decision making process makes it necessary to
improve internal transparency within the WTO. To this end, this study proposes that WTO
members adopt, on an inter alia basis, guidelines for the criteria related to the participation of
members in WTO talks, the pre-negotiation and negotiation processes, as pertains to the role
of the WTO Secretariat and Director-General in these processes. Meanwhile, steps such as im-
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provements in the accessibility of WTO documents, the expansion of the participation of NGOs
and civil society in WTO activities, and the forging of special guidelines for such participation
should be taken in order to improve external transparency.
While the WTO cannot prevent the worldwide proliferation of regional trade agreements
(RTAs), it has certain instruments at its disposal with which to scrutinize such agreements so as
to ensure that they are WTO-consistent. In this respect, it is essential that the WTO membership
clarify the existing substantive and procedural requirements as pertains to RTAs. The WTOconsistency issue should be addressed under the bilateral dispute settlement mechanism (Track
II), and not under the multilateral control mechanism (Track I). However, the latter could be
used to enhance transparency by serving as an information-exchange and policy-review mechanism for RTAs. Also worthy of consideration when it comes to the reform of the WTO system
are proposals for the continuous monitoring of notified RTAs, the establishment of an Independent Expert Committee on RTAs, and those related to the multilateralizing of regionalism.
The relationship between WTO law and Multilateral Environmental Agreements (MEAs)
also needs to be clarified. In this regard, one of the options that have been proposed has been
that of settling trade-related environmental disputes not within the WTO, but rather under the
relevant MEA mechanism. Alternatively, the incorporation of the fundamental provisions of
MEAs into the WTO system could contribute to the harmonization of trade and environmental
rules.
There is also a need to address developing countries’ concerns about the decreasing preference margin. In this regard, the binding of the preference margin or introduction of a graduation
clause could be envisioned as a realistic means to improve the conditions for preference granting. Alternatively, the provision of additional benefits beyond the GSP such as the restrained
application of anti-dumping measures on certain products from developing countries, looser
rules of origin, or more extensive technical and capacity-building support, could somehow
compensate developing countries for the reduction of the preference margin.
Korea can and should play a more active role in both the overall WTO reform process and
sectoral reforms. Notably, Korea should pursue further trade liberalization while balancing its
trade interests as an exporting and importing country. In addition to securing developing country status in some vital sectors, Korea should also assume some of the obligations of developed
countries through active participation in various pro-development programs such as Official
Development Assistance (ODA) and “Aid for Trade.” In other words, as far as the pursuit of
WTO reforms is concerned, Korea should choose an appropriate position that lies somewhere
between that of exporting and importing countries, as well as between that of developed and developing countries. Such an approach will help Korea strengthen its position within the WTO,
and to be more persuasive in pushing ahead with the desired WTO reforms.

Empirical Analysis of Factors Affecting Korea’s Trade
Structure and Current Account

Chul Chung et al.
(In Korean)

■
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The ongoing financial crisis and recent volatility in terms of the price of oil and raw materials has stoked concerns about Korea’s current account forecast. Korea continuously maintained
a current account surplus in the aftermath of the Asian financial crisis, that is, up until 2008
when a deficit was recorded. Despite increasing deficits in the balance of services, particularly in the balance of travel and the balance of other business services since 2000, Korea has
continually recorded an overall current account surplus, a result which has in large part been
thanks to the rapid increase in the export of goods to China and other emerging markets. While
Korea recorded a negative current account balance in 2008, this was for the most part caused
by rising oil and raw material prices. Aided to a great extent by newly found stability in terms
of raw material prices and the depreciation of the Korean currency, Korea’s current account
has recently shown marginal signs of improvement. Nevertheless, the gloomy global economic
outlook makes it such that there remains a great deal of uncertainty surrounding Korea’s current
account forecast.
This study revolved around the conduct of empirical analyses, based on both microeconomic and macroeconomic approaches, of the factors affecting Korea’s current account. The
microeconomic analysis consisted of an examination of whether Korea’s goods trade surplus
(or deficit) with certain trade partners or industries is likely to persist for a long period of time.
In this regard, the persistence analysis of Korea’s current account surplus (or deficit) for each
pair of trade partners and industry conducted as part of this study showed that the Asian financial crisis had little effect on the persistence of its current account balance. Key determinants of
the goods trade balance were also identified by using a modified gravity model with industry
specific characteristics.
The results of the macroeconomic approach show that while exchange rate elasticity has
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been decreasing, the income elasticity of Korea’s current account has in fact increased over
time. Carried out using the vector autoregressive
(VAR) model, the macroeconomic analysis revealed that international business cycles and oil
prices were in fact the two most significant variables affecting Korea’s current account balance.
On the other hand, domestic business cycles and
exchange rates were found to have little impact
on Korea’s current account. By investigating the relationship between major macroeconomic
variables and the current account balance, this study makes it possible to draw up short and
long-term forecasts for Korea’s current account balance.
The results of this study suggest that Korea’s current account may be influenced more by
external shocks than domestic factors. In order to maintain stable current account surpluses,
Korea needs to alleviate the impact of external shocks such as oil and raw material prices and
international business cycles.
Exports have for decades been the driving force behind Korea’s economic growth. However, the ongoing international financial crisis poses a threat to the decades-long international
efforts for trade liberalization. In response to the recession, some countries may turn to protective policy measures to support their domestic producers at the expense of consumers’ welfare.
Rampant protectionism would be disastrous to the world economy. As an open economy powered by export-led economic growth, Korea must remain a strong supporter of trade liberalization.
The post-Asian financial crisis period has been marked by Korea’s maintenance of a service trade deficit on the one hand and a goods trade surplus on the other. This service trade
deficit can be attributed in part to over-valued exchange rate of the Korean currency, as well
as to the relatively low quality and productivity of this particular sector. Disappointed by the
educational system, many Korean parents have turned to overseas educational opportunities for
their children. Therefore, the overcoming of Korea’s service trade deficit must include not only
economic policies that can foster the productivity of the service sector, but also reforms to the
educational system and other elements of the social and cultural infrastructure.

Improvement of Trade Adjustment Assistance
Program as a Social Safety Net

Hyejoon Im et al.
(In Korean)
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The increase in uncertainty and instability within the domestic labor market caused by globalization has resulted in further enhancing the importance of social safety nets. Although a
small open economy such as Korea can extend its overall wealth through market liberalization,
opening up is bound to result in apperance of people negatively impacted by this process, people
who in turn stand the risk of becoming economic and social problems. This study focuses on the
domestic assistance system designed to support workers negatively impacted by globalization
and trade liberalization. More to the point, this study focuses on means to improve and develop
the special Trade Adjustment Assistance (TAA) program created to support workers and firms
negatively impacted by Free Trade Agreements (FTAs), and the Employment Insurance system
that stands as one of the most important overall social safety nets in Korea.
The policy suggestions introduced herein are based on both empirical and case studies of
foreign systems. More to the point, we empirically analyzed how the characteristics of workers
in high import competing sectors who are likely to be adversely affected by trade liberalization
differ from those of ordinary unemployed workers. The case studies covered the TAA in the
US, the European Globalization Adjustment Fund in the European Union (EU), wage insurance
system in Canada, sector-specific assistance programs in Australia and Austria, and the general
social safety net in Denmark, or so-called flexicurity model.
The empirical study carried out as part of this study revealed similar overall characteristics
where general workers and those negatively impacted by trade are concerned. More to the
point, researchers were unable to uncover concrete reasons why such workers should be supported by special programs. Therefore, in principle, support for workers dismissed or distressed
by globalization and market opening should be based upon a general social safety net such as
the Employment Insurance system. That being said, the conclusion was reached herein that a
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special program for workers adversely affected by trade remains necessary. This is because
such an arrangement is expected to contribute to the building of a social consensus on trade
liberalization, and to the resolution of the equity problem between those who emerge as winners
from globalization and trade liberalization and those who lose out in the process. Accordingly,
the researchers advance that the TAA system should be sustained temporarily, and in the long
run, synthesized with the Employment Insurance system.
Active and Pro-active labor market policies will play an important role where the improvement of the present social safety net (the Employment Insurance system) is concerned. Such
policies should include the focusing of efforts to provide additional opportunities and access to
education and training system for employed workers rather than unemployed ones, the offering
of high-quality services at public employment centers, and the expansion of private job centers.
Moreover, Korea should respond to trade liberalization arrangements such as the Korea-U.S.
FTA by developing education and training programs that reflect the demand for newly developing sectors and extending the training voucher system. In addition, a job rotation structure
should also be introduced.
In order to differentiate the TAA system from other general social safety nets, this study
proposes that Korea introduce a temporary wage insurance system for workers negatively impacted by trade, with this system gradually expanded to include regular unemployed workers.
Additionally, this study also suggests that project-based support that reflects the needs of workers negatively impacted by trade be provided. In this regard, the successful implementation of
such a project-based approach requires the participation of local partners. Moreover, effective
monitoring of such project-based support is required to prevent the potential emergence of
moral hazard problems.

Korea’s FTA Rules of Origin:
Review and Future Strategy

HanSung Kim, Mee Jin Cho, Jae-Wan Cheong, Min-Sung Kim
(In Korean)
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The determination of origin would be simple and straightforward if goods were produced or
manufactured within one country. However, in the world of today, which is frequently referred
to as a ‘global factory,’ more than one country is usually involved in the process of producing
most finished products. This has rendered it necessary to craft specific rules to determine the
country of origin of goods. In this regard, this issue has become an important one whenever
two or more countries negotiate regional trade agreements. Importing countries must be able
to determine the country of origin of imported goods in order to apply the proper custom tariff, quantitative restrictions, or commercial policies such as anti-dumping duties and safeguard
measures. Rules of origin are laws and administrative practices which are used to identify the
country of origin of internationally traded goods.
For the purpose of application, such rules are divided into non-preferential and preferential
rules of origin. This study focused on the preferential rules of origin adopted by Korea in its
free trade agreements, or what has been referred to as Korea’s FTA rules of origin. FTA rules
of origin are designed to determine whether goods qualify for the preferential tariff treatment
included in an FTA agreement and to restrict the benefits of tariff reduction/elimination to
countries participating in such agreements. However, contrary to its basic purpose, FTA rules
of origin can also be used to distort efficient production, work as non-tariff barriers, and/or
result in the so-called ‘spaghetti bowl’ effect.
This study analyzed the rules of origin contained in five FTAs involving Korea that have
either been concluded or already entered into force. One of the most prominent features of
Korea’s FTA rules of origin is the diversity that exists across FTAs. More to the point, while
the Korea-Chile FTA and Korea-US FTA (KORUS FTA) feature rules of origin which are
similar to those found in the North American Free Trade Agreement (NAFTA), the agreement
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reached between Korea and the European Free Trade Association (Korea-EFTA FTA) follows
the PANEURO rules of origin. Meanwhile, the FTA rules of origin found in the Korea-Singapore FTA and Korea-ASEAN FTA could be referred to as a mixture of those of NAFTA
and PANEURO. Such diversity creates inconsistencies in Korea’s FTA rules of origin. For instance, depending on which FTA partner country
exports a particular product, manufacturers find
themselves having to follow different criteria to
meet originating status. While such diversity is
evident when we look at Korea’s top 200 export
products (HS 6-digit) it is even more pronounced
in terms of the 200 top products exported by Korean SMEs (HS 6-digit).
Another characteristic of Korea’s FTA rules
of origin is the absence of any correlation between
the restrictiveness of rules of origin and FTA utilization rates. In general, the more restrictive the rules of origin are the lower FTA utilization
rates become. However, while the Korea-Chile FTA features the highest utilization rates of any
of the FTAs examined, it also boasts the most restrictive (based on Estevadeordal’s method of
measuring the restrictiveness of rules of origin) rules of origin. This implies that other factors
affect Korea’s FTA utilization rates, an issue that will be addressed in a future study.
This study proposes two short-term tasks and two long-term strategies as far as Korea’s
FTA rules of origin are concerned. In the short-run, Korea needs to build up its own position
on rules of origin. There is an urgent need to adopt a concrete position on how to determine the
country of origin for goods traded, with this urgency being particularly acute where major export products are concerned. This is because the adoption of consistent rules of origin in future
FTAs is regarded as being advantageous to Korea.
The cultivation of experts in the field of rules of origin represents another urgent task. The
administration of the rules of origin could very well become a hot issue as far as the implementation of the recently signed KORUS FTA is concerned. In this regard, a lack of understanding
and experience pertaining to rules of origin could very well result in Korea having difficulty
maximizing the economic benefits which can be gleaned from the KORUS FTA. Providing
education services and/or information about rules of origin would appear to be the Korean
government’s responsibility, at least in the short-run.
In the mid to long-run, FTA rules of origin should be geared towards the expansion of
the outward processing scheme under which Korea can make use of special industrial zones
in North Korea such as the Gaeseong Industrial Complex. Such an arrangement is expected
to bring both political and economic benefits to Korea. More to the point, the expansion of
outward processing in North Korea would not only make it possible for Korean companies,

KIEP

especially small and medium size companies, to utilize the comparative advantage of North
Korea’s abundant labor force, but also help to create a stable political situation on the Korean
peninsula.
The adoption of diagonal cumulation in future FTAs with East Asian countries can be
regarded as another possible objective for Korea. Diagonal cumulation in FTA with countries
which surround the ASEAN region such as Australia and New Zealand would help to mitigate
the trade distorting effect of rules of origin and function as a catalyst for economic integration
in East Asia.
While the increased importance of preferential trade agreements has resulted in growing
attention being paid to rules of origin, Korea has only recently begun to pay serious attention to
this issue. Korea’s holding of multilateral and simultaneous FTA negotiations with countries
around the world has resulted in limiting its ability to review the economic impact of such arrangements and reflect the knowledge obtained in ensuing FTA negotiations. This in turn has
led to inconsistencies as far as product specific rules of origin are concerned. Korea is currently
engaged in FTA negotiations with several countries and economic blocs, and giving active
consideration to the holding of such negotiations with many other countries. In this regard, serious in-depth study and evaluation of Korea’s existing FTAs rules of origin need to be carried
out as part of the preparations for future FTAs.
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An Analysis on the Characteristics of Japan’s EPAs
and Policy Implications on Korea-Japan FTA

Yang-hee Kim et al.
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The harsh financial crisis that rocked the region and worldwide proliferation of regionalism has resulted in a consensus building in the last decade around the need to bring about
regional integration in East Asia. Under such circumstances, emphasizing the fact that such
an arrangement would create a bridgehead towards East Asian regional integration, Korea and
Japan launched bilateral FTA negotiations in December 2003. However, negotiations were effectively suspended after the 6th round of talks held in November 2004, only to be resumed at
the end of 2008. In the meantime however, the two countries have completed bilateral FTAs
with other partners.
As part of its preparations for the possible restart of negotiations, the Korean government
should examine the characteristics of Japan’s existing FTAs. In this regard, based on an analysis of the texts of the relevant agreements, the study assesses six FTAs which Japan has entered
into. In turn, these findings are used to demonstrate the possible policy implications of a KoreaJapan FTA.
The findings of this study are as follows. First, Japan has seemingly achieved its first objective when it comes to economic partnership agreements (EPAs), namely that of creating
international economic relations with other economies and securing its own economic benefits
by supplementing the WTO regime. Japan can be said to have established what can be referred
to as Japanese standards where intellectual property rights (IPRs), government procurement,
and mutual recognition agreements (MRAs) are concerned. Most of Japan’s EPA partners are
developing countries belonging to ASEAN; moreover, Japan has, unlike Korea and China,
preferred bilateral EPAs with individual countries to a comprehensive agreement with the overall grouping. This situation has enabled Japan to use its superior clout to gain the upper hand
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at the negotiation table. Conversely, the second
objective of Japan’s EPA policy, namely that of
promoting structural reform at home and within
its partner states, has failed to be brought about.
This failure has mainly been the result of the fact
that most of its partners are developing countries
that are fundamentally incapable of applying the
pressure needed to fuel Japan’s industrial restructuring. Japan can however be regarded as having
fulfilled its third objective of building an environment that is beneficial to Japan from a political
and diplomatic standpoint. Japan’s overarching objective when it comes to the formation of
EPAs with ASEAN members has been that of containing its regional rival, China.
While Japan has stressed the need for the establishment of an East Asian Community, the
features of such a community remain hard to envision. In all likelihood, the community desired
by Japan would be one that revolved around the creation of a better environment for business
via the facilitation of trade and investment and an increase in the efficiency of regional production networks.
If and when Korea-Japan negotiations resume, there is a very high probability that talks
between the two parties will become bogged down over such issues as trade rules pertaining to
IPRs, competition policy, and MRAs. In this regard, Korea, which has yet to develop its own
models, could very well find itself at a disadvantage vis-à-vis Japan.
This study also dealt with implications of Japan’s EPA policy on Korea. In this regard,
Korea must, much as Japan has done, strive to address the interests and concerns of businesses;
connect its FTA policy to its regional integration strategy; and pursue a Korean FTA model that
is based on its own philosophy and conditions.
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Major Issues on APEC
Economic Cooperation and
Policy Implications

Sangkyom Kim et al.
(In Korean)
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This study attempts to identify policy implications and construct concrete strategies for Korea to deal with APEC’s most challenging topics; namely regional economic integration, economic cooperation, financial cooperation, and climate change.
As part of efforts to examine the desirability and feasibility of an FTAAP, the bilateral and
plurilateral free-trade agreements (FTA) reached within the region are examined in Chapter
Ⅱ, and various analytical studies of regional economic integration are conducted. The empirical analyses of regional economic integration conducted herein show that a high quality comprehensive regional integration agreement that covers services, investment, trade facilitation,
ROOs, and the issues pertaining to structural reform would yield higher economic benefits for
the Korean economy than conventional PTAs.
Chapter Ⅲ revolves around a consideration of the possibility of strengthening the capacity of APEC in order to assist less developed economies in the region. Several proposals are
presented in this study with regards to the linking of Korea’s aid policy to APEC’s Ecotech.
First, APEC needs to establish an ‘APEC Ecotech Fund’ that could be used to deliver the
necessary resources and conduct Ecotech projects capable of producing tangible results. In
this regard, Korea, which is in the process of increasing its budget for foreign aid, could play
a pivotal role in mobilizing such resources by making sizable contributions. Second, the proposed KOICA-APEC Capacity Building Plan is an education program designed to make use of
Korea’s capacity for foreign aid to create more aid specialists. Finally, it is necessary to develop
an APEC-country specific aid program which would enable Korea to conduct its aid program
more effectively while also meeting recipients’ demands.
Chapter Ⅳ provides an overview of the actions taken by APEC to deal with the global
financial crisis and bolster APEC financial cooperation. The deepening of mutually beneficial
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financial cooperation requires the APEC member economies to put forward a clear vision,
identify the key policy issues which must be tackled immediately in order to bring about financial stability, and build the concrete infrastructure needed to cement financial integration in the
APEC region. First, the APEC economies should harmonize financial standards and codes. In
particular, the APEC economies should, if they are to prevent another global financial crisis,
come up with a better regulation scheme and sound balance sheet rules. Furthermore, in order to promote sustained capital flows and stable exchange rates within the APEC region, the
APEC economies should promote financial and monetary policy coordination. Second, APEC
should following the example set by the WTO’s Trade Policy Review Mechanism (TPRM) and
set up a Financial and Monetary Policy Review Mechanism. Such a move would help to make
the use of peer review programs as an instrument for making financial cooperation more effective, and enhance the transparency of member economies’ financial and monetary policies.
Third, APEC should promote the regional integration of financial markets by removing existing
restrictions or barriers to intra-regional capital flows. To this end, the APEC economies need to
liberalize the generally restrictive rules and regulations governing investment abroad and asset
allocation.
Financial cooperation within APEC still has a long way to go in terms of the acceleration
of financial reforms and the globalization of financial markets. In this regard, the same holds
true when it comes to the strengthening of financial stability within the Asia-Pacific region. The
lack of a blueprint for financial cooperation within APEC has much to do with the conflict of
interests that exists among the member economies, particularly the U.S., China, and Japan. In
this context, the current global financial crisis is surely a good chance to build a solid foundation for the strengthening of financial cooperation within APEC. In this world characterized by
financial globalization, a domestic safety net is no longer enough to guarantee financial stability. To this end, Korea should take an active role in resolving the leadership issue and in getting
financial cooperation to move forward.
Chapter Ⅴ examines the direction of energy and climate change cooperation within the
APEC region. The following two initiatives can be explored in order to overcome APEC’s
limited institutional capacity to enhance cooperation in this area: First, individual as well as collective efforts to implement the Leaders’ instructions need to be doubled. For example, Korea
could implement the reduction of greenhouse gas emissions through energy intensity and forest
formation efforts more effectively if such undertakings were combined with other domestic
programs such as the First Basic National Energy Program and the Fundamental Plan to Cope
with Climate Change. Second, consideration needs to be given to the creation of a Climate
Change Expert Group to deal with climate change-related issues within the APEC region.

Crisis and Internationalization of the Korean Won II

Yonghyup Oh, Seung-Gwan Baek, Yeon Sil Kim
(In Korean)
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A global financial crisis causes external economic factors such as oil prices and the value
of the US dollar (USD) to have a greater impact on a country’s economy. These factors are
exogenous to the Korean economy. This study suggests the internationalization of the Korean
won (KRW) as a powerful means to partially transform external factors into endogenous ones.
However, such a move could also entail potentially negative results for the domestic economy.
For instance, the small size of the Korean exchange market could leave it vulnerable to speculative attacks. To this end, this study explores potential policies to mitigate the negative influence
of such external factors.
This study begins by analyzing the key macroeconomic conditions that lead to successful
currency internationalization. Thereafter, a case study of three economies, namely China, Hong
Kong, and Singapore, is carried out. Lastly, an exhaustive list of policy implications and practical policy measures is introduced and the conclusions of this study are rendered.
The selection of the right policies at the right time represents a crucial factor when it comes
to the achievement of the internationalization of the KRW. Depreciation in the value of the
USD may signal a period of rising competition amongst the key currencies. In this regard, the
advocates of the KRW should be ready with preemptive policies and measures. The following
conclusions can be drawn.
First, the internationalization of the KRW should be promoted when the demand for the
KRW abroad increases. Policies should be developed that revolve around pushing for the internationalization of the KRW when the USD, the key currency, is unstable, and the demand
for KRW is on the rise. Moreover, the appropriate time for the internationalization of the KRW
can be regarded as being when major international currencies such as the USD, Euro (EUR),
Japanese yen (JPY) show signs of depreciation.

KIEP

058
Annual Report 2008

Second, a supervisory system that reduces
the side effects of the internationalization of
the KRW is necessary. Speculative attacks occur when foreign investors buy more KRW, and
accordingly the value of the KRW appreciates.
Therefore, a supervisory institute is required to
monitor these potential risks. Emergency supervisory action should be taken to notify the market about speculative activities whenever abnormal increases or decreases in the value of the KRW occur. While supervisory functions have
been strengthened within the international financial market, further work needs to be carried
out in terms of the development of cooperative countermeasures against speculators. In addition, more emphasis needs to be placed on the active monitoring of potential speculators within
the international financial market, and a thorough understanding of international capital flows
should be developed. The importance of such measures should not be underestimated as speculators would face significant disadvantages in the market once they were identified.
Third, the internationalization of the KRW should proceed in a conservative and gradual
manner. The process should begin in areas of high demand and where minimal negative effects
exist. Thus, while the internationalization of the KRW in the volatile foreign exchange market
should proceed prudently in conjunction with rises in demand, and also should take the form of
the issuance of euro bonds denominated in KRW.

Market-Oriented Economy Education in Transition
Countries and Applicability of the Education
Experience to North Korea

Myung-Chul Cho, Ihkpyo Hong, and Jiyeon Kim
(In Korean)
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Market-oriented economic education in transition countries has been shaped by different
historical events within the international community. In spite of changes in education, including curriculums, the significance of such education has consistently been emphasized. North
Korea has steadily participated in market-oriented economic education since the 1990s. In this
regard, the types and range of the economic education in which North Korea has participated
have been diverse and widespread. This study consists of five chapters, a brief summary of
which is presented below.
The first chapter introduces the purpose, significance, and scope of this study. During the
1990s, North Korea experienced a severe economic crisis which caused it to recognize the
significance of market-oriented economic education and to increase the number of trainees
participating in the relevant programs. The consistent development of the two Koreas and advent of openness and reform in North Korea requires that the international community, and in
particular South Korea, continue to provide the North with opportunities to learn about marketoriented economies. This study consists of a survey of the relevant literature, a field study, and
interviews with North Korean experts and refugees. In addition, this study also includes general
case studies.
The second chapter of this study deals with the role of market-oriented economic education
in transition economies, and reviews the changes wrought to market-oriented economic education as a result of significant events within the international community. The types and range
of the education provided have been influenced by such factors as political, diplomatic, and
economic conditions. Despite such instability, the significance of market-oriented economic
education has been steadily emphasized. Market-oriented economic education has gone from a
one-sided pattern to a more mutually supportive style, a short to long-term basis, and direct as-
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sistance in case of emergencies to an emphasis on capacity building as part of efforts to enhance
self-reliance.
The third chapter revolves around an examination of actual conditions in North Korea. Two
major patterns can be identified with regards to
North Korea’s participation in such education,
namely, the pursuit of education abroad and
domestically. North Korean trainees have taken
part in the relevant courses in countries which
are aligned with North Korea, or in nations designated by donors. Meanwhile, as far as domestic education is concerned, experts in certain areas, such as foreign languages and/or computer
sciences, have visited North Korea to educate
trainees. Over the period spanning from 1997 to 2006, North Korean participation in such education was the most pronounced in 2004. The main subjects studied included economics and
management, and participation took the form of multilateral arrangements involving both donors and recipients. While most of the trainees who took part in such educational courses over
the period examined emanated from academic and research institutions, China proved to be
the destination of choice for North Koreans in terms of the location of such courses. Finally,
this study also examined inherently North Korean obstacles such as the passive and exclusive
attitude of North Koreans towards education, the inability to ensure the consistent operation of
such courses in the face of consistent friction between the international community and North
Korea, the difficulties associated with the provision of follow-up services, and the general lack
of understanding of market-oriented education.
Various case studies were introduced in the fourth chapter. More to the point, the following
cases were introduced: the World Bank’s provision of technical assistance to China, the World
Bank’s provision of education pertaining to market-oriented economics to Russia, the Asian
Development Bank’s provision of technical assistance to Mongolia, the Asian Development
Bank’s provision of theoretical education and technical assistance to Vietnam; the U.S.’ provision of theoretical education to Hungary, Albania, and Ukraine; Japan’s provision of theoretical
education to Russia, Japan’s provision of technical assistance to Vietnam, and Canada’s provision of theoretical education to Cuba.
The fifth chapter of this study consisted of an analysis of the case studies mentioned above,
and introduced strategies to foster cooperation between the two Koreas designed to bring about
consistent development, particularly in the education sector. The presence of marked differences between the countries in the case studies and North Korea, such as the willingness of
the leader to bring about reform and/or the circumstances surrounding economic development,

means that the full-fledged application of the strategies implemented by other transitional countries to North Korea is in fact undesirable. In this regard, strategies should only be implemented
after they have been altered to reflect North Korean realities. While the South Korean government should initially play the leading role in such education, cooperation between government
and private organizations should be the desired objective over the long term. In the beginning,
training should be focused on a certain number of privileged groups, in particular those who are
involved in policy making. However, this should gradually be expanded to include all members
of society.
Finally, the funds needed for such education programs could be supplied by the inter-Korean cooperation fund known as the Nambuk Hyeopnyeok Gigeum; however, there is a need
where this issue is concerned to, in the long run, also bring about cooperation at the international community level.
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Development Strategies for Higher Education in
an Era of Globalization

Yeongkwan Song, Backhoon Song and Jun-Gu Kang
(In Korean)
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The most important aspect in terms of the improvement of the quality of Korean higher
education services through the opening up of the market and foreign investment is the control
of the quality of the people, programs, and organizations that will enter Korea as part of this
process. However, as it now stands, the main quality controller is not the government, but rather
the higher education service providers themselves. The fact that education service providers act
as the final determinants of quality causes a principal-agent problem when it comes to the establishment of the quality control system. The government should attempt to resolve this problem
by focusing on the crafting of policies that provide higher education providers with incentives
to carry out quality control internally.
Cognizant of the fact that such policies constitute the most efficient of the various higher
education policies, this study proposes several financial support policies to help higher education service providers overcome the principal-agent problem. Moreover, in order to develop
Korean higher education services within a global environment, this study also calls for the
current Korean policies regarding the internationalization of higher education to be revised in
a manner which addresses the above-mentioned principal-agent problem. As part of efforts to
understand the reasons why developed countries have been able to develop globally competitive higher education services, this study examines the factors, present state, and international
discussions surrounding the globalization of higher education services. The discussion of the
current state and causes of the globalization of higher education services focuses on the international exchanges of students, who are after all the consumers of higher education services,
and the academies which offer such services. Moreover, this study also sheds some light on
some of the points of discussion that have been raised within international organizations such
as the WTO, OECD, and UNESCO with regards to the globalization of higher education ser-
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vices. What’s more, this study also introduces,
as part of efforts to develop Korea’s own globalization policies, the policies which have been
put in place by some of the major countries with
regards to the globalization of higher education
services, as well as theoretical models which can
be used to analyze the incentive systems of parties interested in higher education.
The analysis of such theoretical models and
other exercises conducted as part of this study revealed that the most pressing matter when it
comes to the globalization of Korean higher education services is that of achieving international
competitiveness. In this regard, this study suggests that the principal-agent problems can be
overcome by establishing financial support and quality control measures for research-oriented
organizations separately from those for teaching-oriented organizations. The most important
thing that has to be considered when devising financial support policies is the incentive structure
to be provided to higher education providers and students. Government support should, based
on their characteristics, be assigned separately to research-oriented and teaching-oriented organizations. Moreover, the improvement of higher education services requires that the amount
of the financial support provided vary according to the quality of the services offered, and that
rewards be given to faculties which provide outstanding services. To this end, firm evaluation
systems should be established to measure the quality of the services every higher education provider supplies, and an effective achievement-reward system should be put in place for higher
education providers. Lastly, on the basis of the establishment of such quality control systems,
the globalization of higher education providers should be initiated not by the government, but
by the higher education providers themselves.

Cross-border M&As and Implications for
Korean Direct Investment Abroad

Hea-Jung Hyun et al.
(In Korean)
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Cross-border mergers and acquisitions (M&As), now constituting 70% of foreign direct
investment (FDI) between developed countries, have been reshaping the global landscape of
industries. Most of the growth in international production takes place through cross-border
M&As rather than Greenfield investment. Despite a certain decline during the early 2000s, the
value of cross-border M&As rose dramatically from less than USD 100 billion in 1987 to USD
2,23 trillion in 2007.
From an investor’s perspective, cross-border M&As offer several advantages over Greenfield investment as a mode of FDI. These include enhancing competitiveness through access to
intangible assets such as advanced technology and marketing ability, a rapid means of gaining
market power by increasing firm size, and the realization of cost efficiency through economies
of scale. Moreover, for many firms, M&As have now become the key strategic choice for surviving in a global economic environment where many industries are dominated by few oligopolists. Accordingly, policy makers in many countries have made various efforts to encourage
domestic firms to invest abroad via M&As.
Korean in-out M&As, however, have shown a pattern that is somewhat distinct from that of
the M&As of other source countries. More to the point, while the value of global cross-border
M&As began to increase during the period spanning 2003-2005, Korean ones dropped in value.
Moreover, although Korean M&A value has rapidly grown since 2005, the growth of M&As as
a percentage share of FDI has not changed significantly. Korea currently ranks 30th and 38th in
the world respectively in terms of the number and value of cross-border M&As.
Motivated by this relatively poor performance indicators of Korean cross-border M&As,
this study seeks to draw up policies to facilitate Korean in-out M&As. The determinants and
performance of cross-border M&As were examined using firm-level data provided by Thom-
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son ONE Banker. The managerial factors
behind the success and failure of cross-border M&As were investigated as part of case
studies. The regulatory systems of the other
countries used as benchmarks were compared with that of Korea.
The main findings of this study suggest
that institutional quality and financial deepening, as well as trade liberalization and
geographical factors, may contribute to increasing M&A volume across countries. An analysis
of firm performance from 1980 to 2007 showed that cross-border M&As were negatively associated with average financial performances. According to the empirical analyses conducted
herein, such a relationship is however dependent on firm characteristics such as firm size, intangible assets, and target industry. Meanwhile, the case studies revealed that affiliation with
foreign production networks, the methods of financing M&As, and post-merger integration
were also important determinants of successful cross-border M&As. The study of the legal
framework for M&As in the U.S, Spain, and China suggests that Korean policy makers should
focus more on removing restrictions on FDI abroad, developing the financial market, and supporting multinational enterprises (MNEs) through consulting. As far as public companies are
concerned, the Korean government should be more actively involved in promoting M&A FDI
abroad through tax incentive reform and risk management.
The current liquidity crisis that began in the second half of 2007 in the U.S. subprime mortgage market has led to the depression of the M&A market in 2008. This has been especially true
where the activities of private equity funds (PEF) are concerned. There appears to be little possibility that cross-border M&As will once again begin to increase in the short run. However, in
the long-term, it is expected that globalization will spread through cross-border M&As driven
by MNEs. In this respect, this study is expected to, on the one hand, allow firms to gain useful
information when establishing strategic objectives regarding cross-border M&As, and, on the
other, suggest important policy variables which policy makers should consider.

Changes in the Pattern of International
Capital Movements and Financing of
the Current Account Deficit of the United States

Jonghwa Cho, Sammo Kang, In-Koo Lee
(In Korean)
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Vigorous discussions have been held on the sustainability of the global imbalance which has
consistently worsened since the middle of the 1990s. The optimistic view on this issue is that
the U.S.’s current account deficit can be smoothly financed by capital flows from the surplus
countries, and that the process of adjusting the imbalance will be harmonious. The pessimistic
view is that the surplus countries will be less inclined to accumulate U.S. financial products
because of the decline in their profitability caused by the weakness of the dollar. According to
this view, the U.S. and the world economy may face the risk of a hard landing, and the process
of the adjustment of the global imbalance may not be a smooth one.
While much scholarly work has already been conducted on this issue, the global financial
crisis which has raged since September 2008 proved to be the motivation for this study. More to
the point, this study revolves around an analysis of the global imbalance that takes into account
changes in the world economic environment caused by the above-mentioned crisis.
The injection of public funds into the financial market has rendered a further increase in
the deficit of the U.S. fiscal account balance all but unavoidable. Such a denouement will in
turn increase the U.S.’s current account deficit and the demand for foreign capital to finance
the deficit. However, the inherent weakness of the dollar may cause foreign investors to reach
the conclusion that the profitability of U.S. financial products may be less than satisfactory.
The problems faced by U.S. financial markets may also cause such investors to think that U.S.
financial products are also plagued by security issues. There are also questions as to whether
investors from surplus countries will continue to accumulate dollar denominated reserves. In
this regard, as far as the two views on the sustainability of the global imbalance are concerned,
the pessimistic one would appear to be more persuasive.
Should the process of financing the U.S.’s current account deficit prove to be rockier than
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anticipated, and the global imbalance reveal itself to be unsustainable, the world economy could
very well experience a hard landing that would feature a plummeting of the value of the dollar,
a sharp rise in interest rates in the U.S., the stagnation of the U.S. economy, a decrease in U.S.
imports, and the worldwide spread of stagnation. In order to avoid this hard landing scenario,
the governments of major countries should begin to implement policies to reduce the imbalance
as soon as possible. Many studies have already suggested the following policy options: a global
exchange rate adjustment, increase in the savings rate, reduction of the U.S. fiscal deficit, and
the adoption of a domestic demand-led growth strategy on the part of surplus countries such as
China and Japan.
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China’s Consumer Market

Mansoo Jee et al.
(In Korean)

■
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For some time, China’s consumer market has been regarded as the biggest potential market in the world. Since its reform and opening-up, China has been experiencing a ‘consumer
revolution.’ The rapid growth in income has been accompanied by an equally dramatic rise in
consumer expenditures. Over the last two decades, major durables such as TV sets, refrigerators, and washing machines have been introduced to Chinese households, as have new concepts
like brands, advertising, and shopping.
Meanwhile, expenditures on services like education, medical care, transportation, and communication have also increased. Expenditures on such services now far outstrip those made in
conjunction with consumer items, including durables. Before the reform, these services were
free or simply did not exist at all.
While the urban coastal areas have been at the center of this rapid growth of the market,
rural and inland areas have continued to lag behind.
While the overall volume of consumption has been growing, the propensity to consume
has been declining. As a result, the contribution of household consumption to macroeconomic
growth has decreased markedly since the late 1990s. This can be regarded as the result of the
uncertainty which engulfed Chinese consumers after the economic reforms removed previous
socialist privileges like free education, medical care, housing, and pensions. China’s consumers are now relatively reluctant to spend, and tend to save more in order to prepare for a more
uncertain future.
The identification of the major characteristics of China’s market represents an essential
exercise if Korea is to access China’s huge and dispersed market more efficiently. To this end,
this study identifies these characteristics as being major forces behind consumption, changes
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in sales channels, and the geographic distribution
of consumers.
Although it’s hard to define exactly who they
are, China’s middle class is huge and still growing. New consumption channels such as large discount stores and online shopping malls are also
emerging. This study selected and analyzed what
were identified as the 27 most promising of China’s 286 cities in terms of consumption. These 27
core cities account for 43.9% of China’s GDP and 40.6% of national consumption, and their
average household income amounts to 2.7 times that of China’s urban households.
In order to obtain a more specific picture of China’s consumer market, three consumer
goods markets (autos, home appliances, and IT) and two consumer service markets (education,
medical care) were explored. Finally, the performance of Korean consumer goods in China’s
domestic market was examined, and suggestions for firms and policy-makers were put forward.
To benefit from China’s rapidly growing consumer market, Korean firms should focus on
utilizing FDI rather than exports to China; explore consumer service markets as well as consumer goods markets; and, rather than simply clinging to price and the quality of goods, accommodate Chinese consumers with new service concepts like Korean-style restaurants, beauty
parlors, education, and medical care.
The role of trade policy as a means of supporting firms and creating a more favorable environment for the gaining of access to China’s market for goods and services was also highlighted. The suggestion was also introduced herein that the government should strive to achieve
concrete results in the eventual FTA negotiations with China, and to expand business opportunities for Korean firms, especially as pertains to China’s service market.

Korean Firms’ Investment and
Future Agenda in Russia

Jae-Young Lee et al.
(In Korean)
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Since 2000, Russia’s business environment has improved very rapidly as a result of both
favorable external economic conditions, such as high world oil prices, and internal factors that
have included the economic reforms carried out by Russia’s government. The most significant
improvements have been made in such sectors as the labor market, governance policies, competition, regulation, and tax policy. In particular, the reform of foreign direct investment (FDI)
policy has provided a motive for foreigners to invest in Russia.
The amount of FDI flowing into Russia has risen sharply of late. In this regard, most foreign
investors have declared themselves satisfied with their business activities and performance. In
addition, Russia’s status as the fastest growing market and substantial comparative advantages
it provides in terms of resources and technology has resulted in more foreign investors now
willing to enter the Russian market. It is against this backdrop that Korean companies have also
actively invested in Russia’s domestic market.
This study analyzes the operation and performance of Korean firms in Moscow and Vladivostok from the standpoint of such factors as investment motives, operating revenue, and barriers to entry. Based on the results of the survey carried out herein, this study introduces various
policies for Korean firms and the government alike.
The survey carried out herein revealed that Korean companies in Russia are as a whole
performing well. Further improvement of performance within the local market will require a
consideration of the following factors: (i) the size and scope of business activities; (ii) market
research; (iii) high value-added goods; (iv) marketing; and (v) management localization.
Meanwhile, some of the main difficulties associated with doing business in Russia which
were identified included the management of human resources, competition, the presence of a
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complicated visa scheme, investment policies, and supply management.
Moreover, the Korean government has
failed to provide Korean firms in Russia
with the proper support needed to create an
active business environment. To this end,
the government should find new ways to
stimulate Korean firms’ business in Russia.
Possible suggestions include the provision
of a Korean window for investment in Russia, or financial support.
Therefore, the following can be regarded
as desirable business strategies for Korean firms seeking to enter the Russian market: (i) market-seeking businesses should pursue downstream investment; (ii) investment sectors should
be diversified and joint ventures avoided; (iii) market research should be strengthened; and (iv)
governance, as well as human and financial resources localized.
Finally, this study entails several policy implications for the Korean government. First, the
government should approach the reform of the support system not from a bureaucratic standpoint, but rather from that of the outlook for business. Second, greater assistance should be provided to small and medium enterprises (SMEs). Third, it is crucial that the human resource pool
for specialists be improved. Fourth, companies’ expansion into natural resources exploration
projects in the Russian Far East, as well as the government’s active support for such exploration projects, is a must. Fifth, it is also necessary to start negotiating a Korea-Russia Free Trade
Agreement (FTA) at the earliest possible convenience, and for the two countries to maintain a
sustainable partnership. Sixth, the government should seek out ways to facilitate the issuance of
visas and Korean business activities in Russia.

Korea’s Economic Cooperation
Strategies toward Latin America:
A Perspective from Its IDB Membership

Kisu Kwon, Won-Ho Kim, Yul Kwon, Jin-O Kim, Swan Park
(In Korean)
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The Inter-American Development Bank (IDB), which was established in 1959 as the
world’s first and largest regional development financial institution, has contributed immensely
to the economic and social development of Latin America. Acknowledging the importance of
its role in the Latin American economy, Korea became the 47th member of the IDB in March
2005. Korea’s main achievements since joining the IDB can be divided into three overarching
categories. First, Korea has been able to expand its participation in the IDB procurement markets through trust funds. Second, the Memorandum of Understanding (MOU) between the IDB
and the Export-Import Bank of Korea has resulted in an increase in jointly financed ventures.
Third, Korea’s visibility in Latin America has been strengthened as a result of its participation
in various cooperative activities.
Despite these achievements however, Korea’s presence within the IDB remains weak. More
to the point, despite its large contribution, Korea only holds a fairly small stake. Low interest at
the national level has meant that Korea has also experienced difficulties expanding its activities
for cooperation. Finally, Korea faces specific barriers when it comes to the utilization of the
trust funds.
Against this background, this study seeks to identify detailed and comprehensive methods
for Korea to expand and deepen economic relations with Latin America through the channel
provided by the Inter-American Development Bank (IDB). Furthermore, specific medium-and
long-term methods to enhance development cooperation with Latin America are also introduced herein.
Short and mid-term plans can be drawn up with regards to the furthering of Korea’s economic cooperation with Latin America through the IDB. First, the short-term plan to resolve the
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lack of infrastructure concerning participation in IDB projects revolves around three overarching measures, namely: a) a clear spelling out of IDB-related tasks, b) the development of the
IDB portal, and c) the operation of an IDB academy. Second, to increase participation in the
procurement market, emphasis should be placed on: a) the establishment of a service agency
responsible for implementing bids within the MDB procurement market, and b) active cooperation with local firms through consortia. Third, the good use and revitalization of trust funds
in which Korea has been participating will require the fostering of cooperation with, and assistance from, domestic technology through such means as: a) publication of the IDB trust fund
annual report, b) intensification of public relations activities, c) management of an increased
consultant-pool, d) operation of small-sum functional funds, and e) the establishment of links
between the IDB trust funds and the knowledge-sharing program (KSP). Fourth, in order to
make the best use of the various financial services provided by IDB, active public relations efforts should be made to help foster: a) an increase in co-financing, b) increased use of IDB and
IIC financing, and c) utilization of the TFFP (Trade Finance Facilitation Program).
The mid to long-term plan revolves around the establishment of a common trust fund by
Korea, Japan, and China. China’s entry to the IDB in October 2008 has led to calls for these
three countries to establish a common trust fund tentatively named the ‘Asia Program’ through
which the developmental experiences garnered in Asia could be exchanged with those from
Latin America. Second, in order to increase the effectiveness of development cooperation, Korea needs to develop a project which combines the IDB trust fund with ODA (Official Development Assistance). In this regard, while the International IT Cooperation Center and Information
Access Center projects currently being individually operated should be combined, the projects
carried out individually by each country should be managed on a regional basis. Third, the
Korean construction and plant industries need to find ways to use the IDB projects to enter the
Latin American market. More to the point, these industries should initiate their entry to such
markets by funding projects, activating and merging the various project information windows,
providing project search services, and hosting seminars in conjunction with international development banks. Fourth, synergy can be increased through the joint promotion of different
types of CSR activities currently being implemented by Korean overseas companies active in
Latin America. Finally, in order to utilize the IDB more effectively, the establishment of a solid
network and human resources pool is necessary. Above all, the hosting of seminars at the IDB
headquarters and country offices and invitation of IDB staff members can be perceived as a
good means to enhance Korea’s networking and increase its presence within the organization.
Korea’s presence can also be increased through programs like the Korea-IDB scholarship projects focused on cultivating Latin American students to become the main protagonists within
their region.

The Assessment of Korea’s Capacity
as Foreign Aid Donor

Bokyeong Park et al.
(In Korean)

■
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This study, which assesses Korea’s executive abilities as an aid donor, was motivated by
two concerns. Although Korea has been providing foreign aid for some twenty years, it remains
an emerging donor in terms of both the history and size of the aid it provides. In this regard,
Korea still has many things to improve in term of its executive abilities. To this end, one of
the motivations for this study is that of identifying the aspects that need to be corrected and
strengthened. The Korean government plans to gradually increase the size of foreign aid it provides and to become a member of the OECD’s Development Cooperation Committee in 2010.
There is a very real likelihood that the effectiveness of Korean aid may in the future deteriorate
should Korea’s executive abilities with regards to aid provision not be enhanced in a manner
which is proportionate to the scale of the aid it proffers. This concern represents the overarching
motivation for this study.
This study begins by defining the concept of capacity or ability as an aid donor, identifying
the relevant components, and exploring assessment indicators. The executive ability which a
country has as a donor can largely be divided into three parts: policy ability, implementation
ability, and infrastructural ability. This study for the most part revolves around an assessment of
the implementation and infra structural abilities of Korea as a donor. In the concluding section,
Korea’s weaknesses and the direction which policy should take in order to overcome them are
introduced in turn, with reference made to the practices put in place in benchmarked donors.
The direction which efforts to enhance executive abilities should take, a denouement which is
expected to contribute to the improvement of aid effectiveness, can be defined as follows.
First, there is a need to intensify coordination and cooperation during the process of making and implementing aid policy. The International Development Cooperation Committee was
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established a few years back as a means to
strengthen coordination amongst the relevant ministries and implementation agencies. However, the results have to date been
disappointing, as many problems stemming
from the presence of inconsistent policies
and a lack of coordination remain to be
solved. Second, although a great number of
procedures and manuals have in the last few
years been introduced in order to enhance
the effectiveness of aid delivery, implementation agencies have for the most part yet to put them into practice. Third, the processes that can
be likened to the head and tail of an aid project should be intensified. More to the point, while
exploration, planning, and the conduct of a feasibility study can be regarded as the head when
it comes to a project or program’s cycle, its evaluation can be perceived as the tail. Despite the
fact that these ex-ante and ex-post processes are critical determinants of aid effectiveness, these
have, in the case of Korea, tended to be neglected or regarded as redundant processes. Fourth,
even though the size of total aid is on the rise, the budget used to improve the executive ability
of ‘aid participants’ has not increased proportionally. A consideration of the increase of technical cooperation programs and the demand for more specialization makes it evident that more
efforts and funds need to be invested in the strengthening of capacity-building. In particular, a
greater effort should be made to upgrade the ability of aid consultants, who play a substantial
role in determining the outcome of aid projects in the actual field. Lastly, there is a need to
fortify infrastructural elements in order to ensure a more effective and sustainable provision
of aid. Koreans’ support and understanding of foreign aid remains relatively murky and the
roles of private aid partners such as NGOs, consultants, and education and research institutions
continues to be less well-defined in Korea than is the case in other donor nations. Increased
awareness and active public participation in foreign aid could contribute to stable financing and
close monitoring of aid. Moreover, the development of aid NGOs and consultants would help
to diversify aid projects and improve the results thereof.

Korea’s Systematic Approach of
ODA Policy toward Africa

Young Ho Park et al.
(In Korean)
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Africa’s recent emergence as a genuine cooperation partner for Korea and the rapid increase
in the scale of aid to Africa has created a new urgency when it comes to discussions of the direction of aid policy from a macro-policy standpoint.
This study argues that the first and foremost objectives of development cooperation with
Africa should be the real improvement of living standards in the recipient country, and the
establishment of a long-term partnership for joint development. In this regard, this study demonstrates that the basic goals of Korea’s development cooperation with Africa should be ‘the
contribution to the elimination of poverty in Africa’ and ‘the building-up of a 21st century
partnership with Africa’.
Given the relatively small aid budget at its disposal, Korea should inevitably pursue a “selection and concentration” assistance strategy. However, Korea’s development aid to Africa
has to date been based on the allocation of small amounts of aid to many countries, a method
which is regarded herein as being less desirable in terms of aid effectiveness. In this regard, this
study argues that the concentration of aid in a selected number of countries and sectors is necessary to bring about real improvements for the poor in Africa. This study also introduces means
to strengthen Korea’s aid capacity by classifying recipient countries as either Development
Cooperation Countries (DCC) or Strategic Cooperation Countries (SCC). A DCC is defined as
a model country capable of playing a role, through development cooperation, in spreading the
economic development experience throughout Africa. Meanwhile, an SCC is categorized as a
country which has a high potential for boosting mutual economic cooperation.
This study suggests the following priority areas in terms of Korea’s development cooperation to Africa: the sharing of Korea’s development experience, the establishment of a Public-
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Private-Partnership (PPP) and the use of African Development Bank (AfDB) trust funds. First,
as far as the sharing of Korea’s development experience with African countries is concerned,
a ‘national business model’ that includes the experience and know-how in combating poverty
sorely needed by the African continent should be created. Korea’s successful economic development model constitutes a meaningful ‘soft power’ asset that could play a pivotal role in eradicating the culture of defeatism in Africa. Although Korea is widely hailed as the only country
that managed to escape poverty and backwardness in one generation, this experience has yet
to be used to its full value. The spread of Korea’s economic development experience may represent a unique cooperation model under
which practical results can be expected at
little cost. Moreover, many African countries want to learn from Korea’s achievement of condensed growth, and this despite its colonial experience and civil war,
and are eager to benchmark Korea’s various systems.
Second, steps should be taken to enhance the capability of development aid
through the establishment of PPPs. By effectively combining private companies’
capital, technology, and professionalism
with government-sponsored ODA programs, development aid programs based
on PPPs make it possible to enhance aid volume, improve the efficiency of aid programs, establish companies’ reputations, and find new markets for companies. Korea currently faces
certain difficulties in conjunction with the setting up of African development aid programs. In
this regard, the answer to this problem may very well lie in private sector participation during
the planning of such development programs. However, given the current level of cooperation
between Korea and Africa, the establishment of PPPs similar to those set up by major donor
countries would appear to be unrealistic. Rather, Korea should focus on a PPP approach which
revolves around research& development programs.
Third, as far as AfDB trust funds are concerned, the focus should be placed on the strategic
priority areas needed to bring about poverty reduction and economic growth in Africa, namely,
areas such as governance, renewable energy, environment, and water resources. Moreover, bilateral ODA and private sector participation should be increased so as to boost the effectiveness
of AfDB trust funds. However, the most important tasks in this regard are the expansion of
employment opportunities for Koreans within the AfDB and the establishment of a trust funds
management network.
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Summary of Research Projects in 2009

 IEP constantly seeks to develop the most complete analysis of the rapidly-changK
ing global economic environment. To this end, some of the topics studied in 2009
include the U.S. financial crisis rooted in the subprime mortgage crisis, the reduction
of global liquidity, the chaos that has engulfed international financial markets, the
instability related to the dollar supply, the volatility of the dollar-based key currency
system, fluctuations in oil and raw materials prices, and attempts to reorganize international financial markets. More to the point, these studies seek to examine how
these changes within the international environment will impact Korea, and, by analyzing the impact caused by the inflow and outflow of foreign capital, to facilitate
the forging of Korea’s policies and responses.

■

 IEP also seeks to enhance the body of research related to multilateral trade arrangeK
ments such as the WTO/DDA and regional FTA negotiations, as well as APEC regional economic cooperation and trade liberalization. This focus is motivated by the
fact that these aspects are expected to take on increased importance amidst an economic environment characterized by a predicted slowdown in the global economic
growth rate occasioned by the global financial crisis. Studies are also expected to be
carried out in conjunction with such topics as the formulation of measures to develop Korea’s services industry and improve FDI/ODI under the current global environment, as well as on changes in the bilateral, multilateral and regional structure as
pertaining to such topics as trade, commerce, and the investment environment. Such
studies are designed to foster a desirable future direction for Korea’s long/short-term
strategic policy responses, and to shed light on the core measures which must be
implemented in this regard.
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■

 IEP will also address the question of the desirable direction for the implementation
K
of economic integration in the Northeast Asian and East Asian regions and draw up
measures to this end, review the future direction of North-South Korean economic
cooperation in the aftermath of the inauguration of the new government, examine
multilateral cooperation methods which could be used to foster the development of
the Northeast Asian region, and, as part of the preparations for Korea’s joining of
the OECD/DAC in 2010, introduce pertinent aid policies, as well as measures to
improve aid policy-related institutions.
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 IEP will also conduct studies on current issues associated with bilateral economic
K
cooperation with core countries and regions, and on the development of measures to
improve such cooperation. Such studies are designed to analyze changes in the environment surrounding economic cooperation with the relevant countries and regions.
One area of particular concern for KIEP is that of establishing strategies to facilitate
the gaining of a foothold for Korea in emerging markets. Special emphasis will also
be placed on the analysis of global FTA conditions, as well as on development cooperation at the regional level.
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Basic Research Goals in 2009

 nalysis of aspects of the rapidly-changing global economic environment such as the
A
U.S. financial crisis rooted in the subprime mortgage crisis, the reduction of global
liquidity, the chaos that has engulfed international financial markets, the instability
related to the dollar supply, the volatility of the dollar-based key currency system,
fluctuations in oil and raw materials prices, and attempts to reorganize international
financial markets; examination of how these changes within the international environment will impact Korea; and facilitate the forging of Korea’s policies and responses
by analyzing the impact caused by the inflow and outflow of foreign capital.

■

 nhance the body of research related to multilateral trade arrangements such as the
E
WTO/DDA and regional FTA negotiations, as well as APEC regional economic
cooperation and trade liberalization expected to take on increased importance amidst
an economic environment characterized by a predicted slowdown in the global economic growth rate occasioned by the global financial crisis; and conduct studies on
such topics as the formulation of measures to develop Korea’s services industry and
improve FDI/ODI under the current global environment, as well as on changes in
the bilateral, multilateral and regional structure as pertaining to such topics as trade,
commerce, and the investment environment in order to foster a desirable future direction for Korea’s long/short-term strategic policy responses, and shed light on the
core measures which must be implemented in this regard.

■

 onduct studies on current issues associated with bilateral economic cooperation with
C
core countries and regions, and on the development of measures to improve such cooperation; analyze changes in the environment surrounding economic cooperation
with the relevant countries and regions; establish strategies to facilitate the gaining of
a foothold for Korea in emerging markets and examine global FTA conditions, as well
as development cooperation at the regional level.

■

 earch for a desirable direction for the implementation of economic integration in
S
the Northeast Asian and East Asian regions; review the future direction of NorthSouth Korean economic cooperation in the aftermath of the inauguration of the new
government and examine multilateral cooperation methods which could be used to
foster the development of the Northeast Asian region; and introduce pertinent aid
policies, as well as measures to improve aid policy-related institutions, as part of the
preparations for Korea’s joining of the OECD/DAC in 2010.

KIEP

■
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3

Basic Research Tasks

Title

087
Research Projects in 2009

Basic
research
tasks and
current
issues

• The Influence of Foreign Capital on the Korean Bond and Derivatives Markets and the
Policy Implications Thereof    
• Macroeconomic Stabilization Policies in the Face of Global Shocks  
• Analysis of the Economic Influence of the DDA and the Current State of Domestic Policy
as Pertains to the Efficient Implementation Thereof
• Economic Impact of an APEC FTAAP and Korea’s Future Strategy
• The Development of Korea’s Business Service Industry Amidst Changes in the Global
Environment: With a Special Focus on the IT Service Industry  
• Analysis of Barriers to Services Trade in Major Countries and the Policy Implications
Thereof
• Analysis of the Domestic Investment Environment as Pertains to the Promotion of FDI
and the Policy Implications Thereof   
• Japan’s Low Carbon Society Strategy  
• Conceptualizing Korea-Russia Economic Cooperation in the Era of Strategic Partnerships
• The Implications of the United States and Canada’s Green Growth Strategy
• Assessment of Korean Enterprises’ Investment in Central and South America and the
Implications Thereof
• Study on the Effective Implementation of KOR-ASEAN FTA – With a Special Focus on
Commodity Trade  
• Conveying Korea’s Agricultural Development Experiences to Africa
• Analysis of the Korea-China-Japanese Service Industry Trade Structure and of Their Respective FDI Environments   
• Analysis of the Obstacles to North Korean Economic Cooperation and the Easing Thereof
• Korea’s National Strategy with Regards to the Rise of China
• Analysis of KOR-EU FTA and the Future Direction of EU Trade Policy (ongoing tasks)
• World Economy under the G-20 (mid & long-term trade strategy)
• Analysis of Global Economic Trends and Future Outlook

KIEP

Core
research
tasks

• The Reorganization of the International Financial Order in the Aftermath of the Subprime Mortgage Crisis and the Implications Thereof
• The Maximization of FTA Effects, and the Direction of Domestic Policy & Restructuring
Efforts
• Outlook for the Development of China’s Distribution Service Industry and Analysis of the
Use Thereof- With a Special Focus on Telecommunication Sales
• Analysis of the Current Tasks and Policy Measures Related to the Actualization of an
East Asian FTA

The Reorganization of the International Financial
Order in the Aftermath of the Subprime Mortgage
Crisis and the Implications Thereof

■ Objectives of the Study

KIEP
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• The subprime mortgage crisis has been regarded as the source of the current financial crisis.
More to the point, the rising number of subprime mortgage loan delinquencies since late 2006
has resulted in major financial institutions in the United States and Europe recording largescale losses, consequences of which in turn has led to the current global credit crunch, liquidity crisis, and the slowdown in the real economy.
• The spread of the subprime mortgage crisis to the financial sector and ensuing slowdown in
the real economy has been the result of the combination of a rapid increase in default rates
caused by the sudden drop in housing prices in the United States and the excessive securitization of the mortgage market. This situation has in turn had the effect of creating a more complex and widespread international credit crunch.
• The development of a precise perception of the cause and path of the subprime mortgage crisis
is required in order to not only understand the real impact of this crisis on the international
economy at the macro level, but also to facilitate the construction of capital market development model for Korea.
• This study analyzes the economic impact of the subprime mortgage crisis and its influence on
the global and Korean economies, and introduces a capital market development model which
is appropriate for Korea.

■ Main Contents of the Study
1. Background of the subprime mortgage crisis
2. Economic impact of the subprime mortgage crisis (1): Financial sector
3. Economic impact of the subprime mortgage crisis (2): Real economy sector
4. Influence of the subprime mortgage crisis on Korea
5. Major countries’ policy responses and regulatory changes
6. Formation of a capital market development model appropriate to Korea

■ Expected Effects
This study analyzes the path through which the subprime mortgage crisis spread to the international finance and real economy sectors, the impact of this crisis, and the policy responses
put forward by the major countries. It is expected that, based on this analysis, various policy
suggestions related to the domestic management of such crises and the further development of
the Korean capital market can be drawn up.
▶ Project manager | Yonghyup Oh

KIEP

The Maximization of FTA Effects, and the Direction of
Domestic Policy & Restructuring Efforts
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• This study reviews Korea’s FTA policy to date, and suggests the policy course which should
be set in order to, in the future, maximize the effects of such FTA agreements.
- More to the point; based on a keen awareness of the role and impact which FTAs are in
the future expected to have amidst a diversified environment characterized by economic
integration in the Northeast Asia region and a growing necessity for countries to secure the
resources they require, as well as the anticipated further expansion of the WTO-centered
multilateral system; this study seeks to draw up measures to maximize the effects of such
FTAs domestically.
• To this end, the study assesses the results of Korea’s FTA-related policies to date from the
standpoint of the effect which was anticipated at the time of their implementation. In particular, an examination of the relationship between the FTA negotiations carried out to date and
the restructuring of the domestic economy is conducted, and the direction which the restructuring of the Korean economy should take in the future in order to maximize the effect of
FTAs is introduced.

Research Projects in 2009

■ Objectives of the Study

- Furthermore, this study introduces foreign case studies as relates to such topics as the promotion of industrial restructuring, the remedies put in place to offset the damage caused by
FTAs, the persuasion and coordination of interest groups. Based on this analysis, the measures which Korea should put in place to offset the impact of FTAs are introduced.

■ Main Contents of the Study

KIEP
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• Assessment of the FTA policies implemented by Korea
- Analysis of the background to Korea’s transformation of its trade policy to one based on the
pursuit of FTAs and the expected impact.
- This study identifies the supplementary measures which will be adopted domestically after
the signing of FTA agreements with the partner countries. Such measures include those related to the provision of support for the reorganization of the trade structure and to the sectors
negatively impacted by the relevant FTA agreements.
• Moreover, an investigation of the draft texts as pertains to the individual industrial goods
contained in the proposed agreements reached with the partner countries is carried out, and a
quantitative analysis of how the restructuring of Korea’s domestic industry and trade structure
has been carried out in accordance with these FTA negotiations is conducted.
- In particular, an effort is made to classify the draft text as pertains to the goods from the partner countries based on the schedule for the abolition of tariffs (immediate abolition, within
5 years, 5-10 years, more than 10 years, exceptions and reservations in order to analyze how
FTA draft texts on goods differed, based on the characteristics of both sides’ domestic industrial and economic structures.
- Based on an analysis of the relationship between industry, tariffs, and the trade structure in
individual partner countries, as well as an examination of the extent to which Korea’s implementation of FTA negotiations with these partner countries was based on its own domestic
trade and industrial structure, this study seeks to derive lessons for Korea as pertains to the
industrial and economic structure coordination policy that will have to be established as part
of the mid-to-long-term FTA strategy.
• Analysis of the FTAs implemented by the United States, the EU, Japan, and Chile and of the
supplementary measures put in place domestically by each country
- A comparative analysis of the current state of the FTAs implemented by the partner countries
is carried out, as well as an examination of existing studies pertaining to the results of these
FTAs.
- A review of the main characteristics of the supplementary measures implemented by the
partner countries before and after the conclusion of FTAs is also conducted.

• Suggestion of supplementary measures to ease the impact of FTAs in Korea
- Based on the results of the analysis of the supplementary measures adopted by Korea and
partner countries, this study introduces measures to minimize the disenchantment with FTAs
which can over the long run emerge domestically.

■ Expected Effect
• This study is expected to be very beneficial in determining the future direction of Korea’s
FTA policy
▶ Project manager | Nakgyoon Choi

• Based on its goal of advancing its industrial structure, the Chinese government has actively
promoted the development of the service industry, as well as that of the high-value added
manufacturing industry. In addition, it has also attempted to improve the overall competitiveness of these sectors by adopting an open policy.
• China’s distribution industry has, since 2004, experienced particularly rapid development
as large-scale foreign distribution companies have flocked to the Chinese market following
China’s expansion of its open door policy to the wholesale and retail fields.
• China’s distribution environment has recently undergone rapid changes as the pace of telecommunication sales, including online sales, TV and online home shopping, and mail order
purchases, has accelerated.
• The effect of the recent slowdown in Korean exports to China should be overcome by having
Korean enterprises enter the Chinese domestic market. To this end, the securing of distribution
networks in China represents a very important task.

091
Research Projects in 2009

■ Objectives of the Study

KIEP

Outlook for the Development of China’s Distribution
Service Industry and Analysis of the Use ThereofWith a Special Focus on Telecommunication Sales

- While large enterprises have been able to easily establish their own distribution networks in
China, small & medium enterprises have had difficulties following suit.
• The lower distribution costs associated with telecommunication sales render this a preferable
sales method for small & medium enterprises. As a result, there is a need for the government
to provide the support required at the policy level to facilitate the establishment of distribution
networks for such small & medium enterprises.
- In this regard, this study analyzes the current state, institutions, and prospects for the development of China’s distribution service industry, with a special focus on the telecommunication
sales sector. Such an exercise is carried out in order to not only assess the possibility for
Korean telecommunication sales enterprises to expand their share of the market in China, but
also for manufacturing enterprises to make use of the relevant distribution networks. In addition, the policy-making measures needed to achieve these end are also introduced herein.

■ Main Contents of the Study
KIEP
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• The current state of China’s distribution service industry and the outlook for future development
• The current state of China’s telecommunications sales market and the outlook for future development
- Analysis of the current state of online distribution, TV & online home shopping, and mail
order market
• China’s telecommunications sales distribution-related institutions and policies
• The current state of Korean enterprises’ access to the Chinese market and associated difficulties
- A survey and series of interviews was conducted with employees of manufacturing and telecommunications sales companies in order to properly gauge the demand for telecommunications sales services and related difficulties.
• Based on an analysis of the current state of Korean enterprises in China and the relevant institutional environment, this study also introduces the segments of the telecommunications sales
service industry in China in which Korean enterprises can make headway and the measures
through which these segments can be used by Korean companies as a distribution route.
- Potential policies, including those related to support measures, are also introduced herein

■ Expected Effects
• The identification of the fields in which Korean telecommunications and manufacturing

enterprises have a strong likelihood of being able to enter the Chinese market, through an
analysis of the current state of China’s telecommunication sales service industry and of the
relevant institutional environment, is expected to help facilitate the establishment of support
measures through which the slowdown in exports to China can be eased, and also help Korean
enterprises that have already entered the Chinese market.
• Through the conduct of a survey and series of interviews with the employees of telecommunications and manufacturing enterprises, this study draws up an accurate portrait of the actual
state of the industry. In this regard, this study is expected to serve as a good source of information when it comes to the formulation of relevant policies.
▶ Project manager | Seung-Shin Lee

• The expansion of regionalism around the globe has resulted in many FTAs being implemented
in the East Asian region since the onset of the 21st century.
- In this regard, while Singapore has been the most active when it comes to the implementation
of FTA policies, other Northeast Asian countries such as Korea, Japan, and China have also
concluded many FTAs in a short period of time.
• However, the implementation of an FTA that would encompass all of East Asia has to date
remained illusive.
- The existence of the European Economic Community (EEC) in Western Europe and the North
American Free Trade Agreement (NAFTA) in North America means that East Asia is now the
only major economic region in the world in which no such regional trade agreement has been
reached.
• The possibility of concluding of an East Asian FTA was first introduced by the East Asia Vision
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■ Objectives of the Study

KIEP

Analysis of the Current Tasks and Policy Measures
Related to the Actualization of an East Asian FTA

KIEP
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Group (EAVG) during the ASEAN + 3 Summit held in 2001. Thereafter, it was also suggested
as a mid to long-term task for the region during the gathering of the East Asia Study Group
(EASG) convened in 2002.
- Furthermore, in accordance with a decision reached during a recent ASEAN + 3 Economic
Ministers meeting, joint research on an East Asian FTA has also been implemented by the
ASEAN + 3 Research Group, (While the first such joint research was conducted from the end
of 2004 to the summer of 2006, the second one has been conducted since May 2007).
• The drop in trade and investment caused by the global financial crisis is expected to further
enhance the consensus surrounding the necessity for an East Asian FTA capable of further activating the trade and investment between the East Asian countries that already account for a high
percentage of exchanges and investment within the region.
• In this regard, this study analyzes the obstacles to the implementation of an East Asian FTA,
and introduces concrete measures through which to overcome these obstacles. Such an exercise
is carried out in order to incorporate those sectors which have not been dealt with as part of the
ongoing international joint research project, and to highlight the role of Korea during the process
of forging such an agreement.

■ Main Contents of the Study
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• Characteristics of East Asian economic cooperation
- Characteristics of functional economic integration: trade dependency and the trade structure in
East Asia, regional investment flows and production networks.
- Characteristics of institutional economic integration: ASEAN + 1 FTAs, many bilateral FTAs,
and the lack of a Korea-China-Japan FTA.
• The necessity for an East Asian FTA
- Activation of intraregional trade (furthers countries’ interests and benefits by introducing unified rules of origin)
- Increase and enhancement of the efficiency of production networks in the East Asia region
• Obstacles to the formation of an East Asian FTA
- Lack of awareness of the need for an East Asian FTA
• ASEAN’s position
- Satisfied with the results of ASEAN +1 FTAs
- Concerned about the pressure for additional opening that would accompany such an arrangement
- Concerned about the additional administrative difficulties created by such an agreement
- Doubts regarding the potential gains and losses to be obtained from an East Asian FTA

• Korea, China, and Japan’s position
- Concerned about the outcome of an FTA between the three countries (increased pressure for the
opening of markets as well as other non-economic factors)
- Increased pressure for additional opening and related administrative difficulties
- Doubts regarding potential gains and losses to be obtained from an East Asian FTA
- Lack of a common perception of an East Asian community
• Tasks related to the actualization of East Asian FTA
- Introduction of a concrete analysis of the costs and advantages of an East Asian FTA (comparative analysis of various alternatives)
- Introduction of an East Asian FTA model under which advantages can be maximized and costs
minimized, as well as detailed implementation measures

■ Expected Effects

The Influence of Foreign Capital on the Korean
Bond and Derivatives Markets and
Policy Implications Thereof
■ Objectives of the Study
• The importance of foreign capital within the Korean financial market has been on the rise. While
most foreign capital that flowed into the Korean market in the past traditionally found its way
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▶ Project manager | Chang Jae Lee

KIEP

• Based on an assessment of the results of various related cooperation projects conducted to date
and the present state of the major regional players’ support for such an end, this study analyzes
the actual state of the developmental gap that exists in the East Asian region, and suggests the
future tasks that must be undertaken in order to alleviate this developmental gap, as well as the
policymaking implications of Korea’s role in this process.

KIEP
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into the foreign exchange and stock markets, the investment sphere of such capital has now expanded to include the financial derivatives and bond markets. If this trend continues in the future,
there is a very real likelihood that foreign capital could eventually become a more important
variable in the financial derivatives and bond markets than domestic capital.
• The fact that the majority of the foreign capital flowing into the bond market has been invested
in short-term bonds has resulted in increasing the importance of maintaining adequate foreign
exchange reserves to offset the possible flight of such capital from the domestic bond market
when emergencies occur, that result in their rapid redemption. In other words, steps should be
taken to ensure the continued stability of the domestic foreign exchange market.
• Most of the growth in the investment in the financial derivatives market has revolved around the
futures market. In this regard, the characteristics of financial derivatives makes it necessary to
conduct a preliminary forecast of the impact which foreign capital flows will have on the Korean
economy in the future, and to prepare for such changes.
• This study seeks to achieve the following goals:
• First, this study analyzes the influence of foreign portfolio investment funds on the domestic
bond market. To be more precise, this study addresses the motivation for the increase in the ratio
of foreign investment in the Korean bond market and the mobility of such funds, preferences in
terms of individual bond types, and the influence of such foreign portfolio investment funds on
other financial markets.
• Second, this study also examines the impact of foreign investment funds on the domestic financial derivatives market. The Korean futures market, which is considered to be part of the wider
financial derivatives market, is amongst the largest in the world. Given the fact that the influence of foreign investment on the Korean financial derivatives market has gradually increased,
it becomes necessary to develop a clear picture of the influence which foreign investment funds
exercise over the overall Korean financial market. Such an exercise can be carried out by analyzing the major trends in terms of foreign capital, the main investors, investment methods, and the
links between such capital and foreign markets.
• Third, this study introduces the implications from a policy standpoint of the increased influence
of foreign capital on the bond and derivatives markets. The current increase in the ratio of the
Korean bond and derivatives markets made up by foreign capital involves various potential
gains and risks. To this end, this study is expected to contribute to the stabilization of the domestic financial market by introducing, based on the results of the analyses identified above, the
policy measures required to minimize risks and maximize the gains for the Korean economy.

■ Main Contents of the Study
1. Introduction: Trends in terms of the inflow of foreign capital to the Korean bond and derivatives

markets
2. The motivation behind the flow of foreign capital to the Korean bond market and analysis of
the relevant investment behavior
3. Investment of foreign capital in the Korean bond market and the economic impact thereof
4. Trends in terms of the flow of foreign capital to the Korean derivatives market and analysis of
the relevant investment behavior
5. Investment of foreign capital in the Korean derivatives market and the economic impact thereof
6. Policy implications

■ Expected Effects

▶ Project manager | Deok Ryong Yoon

■ Objectives of the Study
• The increased opening of Korea’s financial markets, including its commodity market, to the
outside world has resulted in further exposing the Korean economy to external shocks.
- The most recent external shocks to affect the Korean economy have emanated from various sources
and been transmitted through assorted paths. These have included the impact of the slowdown in
trade, impact of the global inflation caused by the increase in raw materials prices, impact of fluc-
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Macroeconomic Stabilization Policies in
the Face of Global Shocks

KIEP

By analyzing trends in the flow of foreign capital to the Korean bond and derivatives markets
and the relevant investment behavior, as well as the impact which such trends are having and are
expected to have in the future, the study makes it possible to draw up policy measures designed to
decrease the risks associated with foreign portfolio investment in the domestic financial market,
thereby contributing to overall economic growth.

tuations in foreign exchange rates, impact of the uncertainty in the financial markets caused by the
movement of capital, and the impact of the global economic slowdown. In this regard, the scope of
the impact of these external shocks on the domestic economy has also varied.
- The bringing about of macroeconomic stability to the Korean economy in the face of these
external shocks requires an analysis of the paths through which the various sources of the external shocks were transmitted to the domestic economy, as well as of the extent to which these
shocks have impacted the Korean economy.
- Based on the information obtained via such analysis, the optimal mixture of policies through
which to ensure stability within the domestic economy can be identified.
• Using a macro-oriented CGE (computable general equilibrium) model, this study analyzes the influence of external shocks on the domestic economy, and searches for the optimal mixture of policies.

■ Main Contents of the Study

KIEP
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• This study uses domestic and international case studies as a basis upon which to classify the various types of external shocks, identify the transmission path, and measure the scope of the impact
of such external shocks on the domestic economy.
• This exercise is designed to facilitate the identification of the mixture of fiscal and financial policies required in order to achieve macroeconomic stability in such regards as economic growth
and prices, the current account balance, and foreign exchange rates. In addition, the short and
long-term effects of government policies are also examined.
• To these ends, the scope of external shocks are measured using various econometric models,
including the KIEP-Macroeconometric Model developed in 2008.

■ Expected Effects
• By analyzing the sources, scope, and transmission paths of external shocks, this study is expected to provide important information in terms of the establishment of government measures
needed to prepare for the impact of such external shocks on the domestic economy.
• Moreover, based on an analysis of the effectiveness of the government policy combination, this
study will help to shed some light on the optimal combination of policy needed to ensure macroeconomic stability.
• It is also expected that the use of the KIEP-Macroeconometric Model developed in 2008 will
not only help to further develop the analytical skills of KIEP researchers, but also improve the
practical use of this KIEP-Macroeconometric Model.
▶ Project manager | In-Koo Lee

Analysis of the Economic Influence of the DDA and
the Current State of Domestic Policy as Pertains to
the Efficient Implementation Thereof
■ Objectives of the Study

• Introduction of the main contents of the detailed modalities of the DDA and assessments
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■ Main Contents of the Study

KIEP

• The analysis of the economic influence of the DDA on the Korean and global economy represents an essential task with regards to ensuring that Korea effectively implements the results
of the DDA negotiations, as well as establish a proper direction for the drawing up of domestic
countermeasures.
• The current focus in the major countries on the preparation of various economic stimulus
packages to resuscitate domestic economies negatively impacted by the spread of the financial
crisis which originated from the United States and the slowdown of the global economy and
trade has had the effect of lessening these nations’ degree of interest in the WTO’s multilateral
trade liberalization negotiations known as the DDA. In this regard, while the conclusion of
the DDA by the end of 2009 would appear to be impossible, an agreement could be reached
in 2010.
• Assuming that the DDA will in fact be concluded in 2010, it thus becomes imperative to study
the economic influences of such an agreement beforehand. In other words, rather than waiting
until the agreement is in place to analyze its influence, such an undertaking should in fact be
completed by late 2009 so as to facilitate the establishment of the necessary policies.
- By analyzing the contents of the DDA in order to prepare for the conclusion of the DDA
negotiations, this study will help to measure the potential economic impact of the DDA on
the Korean and global economy.
- While both models are to be used to conduct a comparative analysis of the economic effects
of this agreement, more emphasis is placed herein on the effect analysis conducted using
a dynamic CGE model which incorporates the concept of time rather than the static CGE
model.
- In particular, both theoretical and empirical analyses are carried out in order to ascertain
methods to reflect the technically complex factors pertaining to market opening addressed in
the DDA negotiations in the models employed in this study.

KIEP
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thereof
- Summary and assessment of the DDA discussions held up to the present, with a special focus
on the core factors related to market opening
- The future direction of negotiations and assessment thereof
• Analysis of the main issues related to market opening during the DDA negotiations
- Analysis of the main factors related to market opening in agriculture, NAMA, and service
fields
- Examination of tariff reduction methods, favorable treatment of developing countries, sensitive/special items (agriculture), and liberalization within the non-agricultural market access
(NAMA) sector
- Development of measures to weigh the specific commitments in services
• Analysis of the economic influence of the DDA: static CGE analysis
- The influence of the DDA on the global economy: GDP by country (region), welfare, trade,
and industrial production
- The influence of the DDA on the Korean economy: GDP and welfare, employment, changes
in production by industry, and trade

Annual Report 2008

• Analysis of the economic influence of the DDA: dynamic CGE analysis
- Establishment of a baseline to conduct the dynamic CGE analysis
- The influence of the DDA on the global economy: GDP by country (region), welfare, trade,
and industrial production
- The influence of the DDA on the Korean economy: GDP and welfare, employment, changes
in production by industry, and trade
- Comparative analysis of existing domestic and international studies

■ Expected Effects
• Provide key data core pertaining to the economic influence of the DDA
• The results of the study can be used to explain the contents and significance of the DDA to
the general public
• The results of this study can also be used as basic data when establishing policy measures
designed to ensure the effective implementation of the results of the negotiations carried out
under the WTO-centered multilateral trade system
▶ Project manager | Jin Kyo Suh

Economic Impact of an APEC FTAAP and
Korea’s Future Strategy

■ Objectives of the Study
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• During its second meeting held in 2004, the APEC Business Advisory Council (ABAC) suggested that a Free Trade Area of the Asia-Pacific (FTAAP) be established as a part of the
measures to achieve the Bogor Goals.
• In 2006, the APEC leaders instructed high-ranking officials to conduct research on possible
long-term measures to promote interregional economic integration, measures which included
the reaching of an FTAAP, and called for the results of this study to be made public during the
2007 APEC Summit held in Australia.
- The inclusion in the 2006 Leaders Declaration of calls for the conduct of research on methods
and implements such as a possible FTAAP to facilitate interregional integration would seem

KIEP

• Asia Pacific Economic Cooperation (APEC) has over the last twenty years played the role
of the key inter-governmental economic cooperation body encompassing the Asian-Pacific
region regarded as the most dynamic market in the world.
- Since its foundation in November 1989 as an economic gathering revolving around ministerial-level meetings, APEC has taken on the features of an international organization. This
transformation was achieved through such means as the expansion of its membership, the
establishment of councils, and the preparation of various institutions by the time the first
summit was held in 1993.
• Economic interdependence in the Asia-Pacific region has become more intense since the
establishment of APEC in 1989. This has served to increase the need to bring about concrete
results at the APEC level towards the achievement of the Bogor Goals that lay at the heart of
the APEC vision.
- Changes in the international economic environment characterized by the uncertainty surrounding the outcome of the DDA negotiations, and the acceleration of the movement towards both inter and intra-regional integration have resulted in increased calls for the development at the APEC level of a strategy to recover APEC’s identity and status as the driving
force for economic cooperation in the Asia-Pacific region and the only summit-level gathering to this end.

to indicate that the leaders have formed a consensus on the need to consider the long-term
possibility of the implementation of an FTAAP within the wider framework of APEC liberalization in turn revolves around the achievement of the Bogor Goals.
- Using the APEC leaders’ calls for measures such as an FTAAP to strengthen regional integration as an opportunity, Australia, the country which hosted the APEC Leaders Summit in
2007, began active attempts to accelerate the dialogue on regional integration with countries
such as the United States, New Zealand, Singapore, and Canada that have traditionally taken
a favorable stance on the expansion of free trade. This in turn led to the compilation of a
report entitled ‘Strengthening Regional Economic Integration’ which became the main topic
of discussion during the 2007 APEC summit.

KIEP
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• The so-called report on Strengthening Regional Economic Integration prepared at the ministerial level was submitted and approved during the 2007 APEC Leaders Summit. While the
importance of the multilateral trade system was once again emphasized, the decision was
also made to adopt as a long-term goal the facilitation of interregional economic integration
through such means as an FTAAP.
• During the 2007 summit, APEC leaders emphasized the need for preliminary agreement on
such matters as the scope of the proposed FTAAP, its goals, and the various steps involved
in its implementation. Particular emphasis was placed on the need to review the long-term
feasibility of an FTAAP.
- The agreed actions contained in the report on Strengthening Regional Economic Integration
were divided into three categories, one of which, comprising of 12 tasks, was entitled the
main tasks to be achieved in 2008. It was also determined at this time that a country should
be assigned to take the lead in implementing individual projects and monitoring the progress
made in the implementation of the relevant measures.
- Korea was chosen to lead the project entitled ‘Analysis and review of existing FTAAP
related studies’, the results of which were presented during the SOM3 held in 2008 (Sang
Kyung Kim, Senior Research Fellow KIEP).
• Based on the analysis and review of the studies conducted in 2008, this study seeks to establish
various scenarios related to the implementation of an FTAAP. The topics covered will include the desirable methods, scope, and coverage of regional economic integration. This study
strives to estimate the economic impact which would be felt under the various scenarios, and
to include not only the simple macro effect of such an arrangement, but also country and sector specific effects. In addition, in accordance with the results of the analysis of the economic
impact of an APEC FTAAP, this study will attempt to draw up Korea’s strategy as pertains
to such an arrangement.

■ Main Contents of the Study
• Establishment of scenarios for the implementation of an FTAAP, and identification of the
desirable methods, scope, and coverage of integration.
- Korea (KIEP) has already suggested several scenarios pertaining to the possible implementation of an FTAAP at the APEC level, and more specifically during the SOM3 held in 2008.
- In addition, Korea has also established various scenarios regarding the desirable methods,
scope and coverage of regional economic integration.
• Estimation of the economic impact of such an arrangement under each scenario, including not
only the macro effect but also the country and sector specific effect.
• Suggestion of Korea’s future strategy based on the results of the analysis of the economic
impact of an APEC FTAAP.

■ Expected Effects

103
Research Projects in 2009

▶ Project manager | Sangkyom Kim

KIEP

• This study will establish various scenarios pertaining to the implementation of an FTAAP and
analyze the economic impact which would be felt under each scenario.
• This study will also, based on the results of the analysis of the economic impact of an APEC
FTAAP, suggest Korea’s future strategy, and provide the basic materials it needs to play a key
role in the FTAAP debate.

The Development of Korea’s Business Service
Industry Amidst Changes in the Global Environment:
With a Special Focus on the IT Service Industry
■ Objectives of the Study

KIEP
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• Interest in the discussions regarding the opening of the services market taking place as part
of the DDA and FTA services negotiations has recently increased. This upswing in interest
has taken place amidst a domestic environment in which the recognition of the importance of
drawing up measures to improve the competitiveness of the domestic services industry has
grown.
• The easing of economic polarization will require that new growth engines and quality jobs
be created domestically. To this end, special attention has been paid to knowledge-based services, and especially to the business service industry.
- A study published by Ju Hoon Kim et al (2007) revealed that Korea’s business service industry not only suffers from low productivity, but that such productivity has also risen at a
very slow pace.
- The low productivity of the business service industry can be perceived as the key factor in
explaining the overall low growth exhibited by Korea’s services industry. To this end, the top
priority when it comes to the development of the services industry should be that of improving the productivity of the business service industry.
- The business service field is one in which a large amount of capital is not required to start a
company, and entering and exiting the market is relatively easy. In addition, the demand for
high-quality human resources in this particular field will help increase the overall flexibility
of the high-end labor market. The development of the business service industry can thus be
regarded as a prerequisite for the advancement of small & medium enterprises.
• This study draws up measures to foster the development of business service industry, and in
particular the promising IT service industry. Such measures include the inducement of investment and the gaining of a foothold in foreign markets.

■ Main Contents of the Study
• Globalization of the business service industry
- The present state of the globalization of the business service industry

- Factors leading to the globalization of the business service industry
- The development and present state of the business service industry in OECD member states
- DDA discussions
• Analysis of factors leading to the development of the business service industry in the United
States, the UK, India, and China
• The business service industry in Korea
- The current state of the business service market and market opening
- The competitiveness of Korea’s business service industry
- The problems facing Korea’s business service industry
• Policy-making suggestions

■ Expected Effects

Analysis of Barriers to Service Trade in Major
Countries and the Policy Implications Thereof

■ Objectives of the Study
• The recent global trends in trade, which has revolved around a move away from commodity

105
Research Projects in 2009

▶ Project manager | Yeongkwan Song
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• This study is expected, based on the introduction of foreign case studies relating to the opening of the business service industry market, to facilitate the task of drawing up measures to
improve the competitiveness of Korea’s domestic business service industry. Furthermore, the
results of this study will also help to strengthen the Korean government’s hand during future
services negotiations.
• Moreover, it is also hoped that the government can use the results of this study as a tool with
which to persuade concerned domestic groups in Korea of the merit of opening up the business service market.
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trade towards trade in services, have had the effect of strengthening the importance of stimulating trade in services in Korea.
• The measuring of the barriers to trade in services has emerged as a central concern for most
countries, and especially the OECD nations. In this regard, some have suggested that such
analyses of barriers to trade in services may become a very useful tool during future trade
negotiations.
• However, Korea’s services industry continues to be less open than that of its counterparts in
countries such as the United States, the EU, and Japan. Moreover, domestic discussions regarding barriers to trade in services have not progressed much beyond the initial stages.
- The 2006 World Business Environment Survey prepared by the World Bank ranked Korea
17th amongst OECD members in terms of business environment (and 23rd out of the 175
countries surveyed). However, as far as market access was concerned, Korea ranked 28th
amongst OECD member states (29 members) (116th out of the 175 countries covered in the
report).
- No concrete measurement and assessment of barriers to trade in services in Korea has to date
been carried out.
• This study analyzes the trends and barriers to global trade in services and measures these barriers. Thereafter, based on these results, this study draws up the policy-making implications
for Korea.
- This study uses the revised draft of the DDA as the basic source material with which to measure the barriers to trade in services. In addition, the PMR and World Bank materials used by
the OECD are also referenced.

■ Main Contents of the Study
• Analysis of trends in trade in services.
- The recent flows in terms of trade in services are analyzed herein based on a comparative
analysis on the international scale of the various types of trade in services.
- While the overall analysis is centered on the major countries (OECD member states), the
comparative analysis carried out herein involves the breaking up of these nations into two
groups; namely, service-oriented countries such as the United States and the UK, and manufacturing-oriented countries such as Germany and Japan.
- Additionally, trends in trade in services in developing countries are also examined. In this
regard, special attention is paid to the relationship between trade in services in developing
countries and the flow of trade in services between developing and advanced countries.
- Lastly, the trends in Korea’s trade in services are analyzed based on previous studies and ma-

• This study analyzes the present state of barriers to trade in services in the major countries, and
effectively measures these barriers.
• This study is expected to serve as a basic source of data pertaining to domestic and international barriers to trade in services. Moreover, by facilitating Korea’s participation in the
ongoing debate within the OECD over a trade in services restrictiveness index, this study will
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■ Expected Effects
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terials. Particular attention is paid here to the manner in which trade in services has changed
over the past five years, and to the causes of these changes.
• The current state of barriers to trade in services and the trade restrictiveness index (TRI)
- Analysis of trade barriers in major countries (OECD member states) based on materials provided by the OECD and World Bank
- The materials provided by the OECD Secretariat Office are employed to conduct an assessment of the studies which were conducted by the OECD based on these very materials.
- In addition, an assessment of the barriers to trade in services in the major countries identified
in the revised draft of the WTO/DDA is also carried out.
- Measurement of barriers to trade in services.
- While a bottom-up method will be used to derive a trade in services restrictiveness index that
is based on detailed measurements of the trade barriers, a top-down approach is employed to
draw up a trade in services restrictiveness index that is based on the estimated values for such
barriers produced using an econometric model.
- The use in the current study of not only the materials employed by the OECD Secretariat
Office, but also the revised draft of the WTO/DDA, will ensure that the results of this study
can in the future be used to derive a trade in services restrictiveness index for the barriers to
trade in services.
- Furthermore, it is expected that this trade in services restrictiveness index based on the revised draft of the WTO/DDA can serve as a useful tool for Korea during future trade negotiations at the WTO level.
• Measures to activate trade in services and related policy alternatives
- It is expected that this trade in services restrictiveness index based on the revised draft of the
WTO/DDA can serve as a useful tool for Korea during future trade negotiations at the WTO
level.
- Derive measures to activate the trade in services based on the above study results.
- Introduce the direction which the major countries and Korea should take in order to activate
trade in services.

effectively help the government prepare for any trade-related issues which might in the future
emerge.
- The use of the revised draft of the WTO/DDA as a basic source material is expected to overcome the limitations of the research conducted by the OECD, which has been criticized for
its lack of applicability to actual trade negotiations.
• Based on this study, various policy measures pertaining to trade in services can be suggested.
▶ Project manager | Hankyoung Sung
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Analysis of the Domestic Investment Environment
as Pertains to the Promotion of FDI and
the Policy Implications Thereof   
■ Objectives of the Study

Annual Report 2008

• Having greatly increased in the aftermath of the financial crisis of 1997, foreign direct investment (FDI) has now become one of the main pillars of the Korean economy.
- While Korea attracted 24.6 billion dollars during the period spanning from 1962-1997, it has
drawn in 112.6 billion dollars since 1998 (accumulated totals, based on reported amounts)
- FDI is expected to play an important role in helping Korea overcome any financial crises
which might emerge in the future. Moreover, by facilitating the tasks of securing advanced
technologies and expanding overseas networks, FDI has helped to improve the overall competitiveness of Korean enterprises.
- The rise in the number of foreign-invested enterprises (which has gone from 3,500 in 1997
to 14,400 enterprises in 2007) has resulted in increasing the role played by such enterprises
within the Korean economy.
▶At the national level, foreign-invested enterprises accounted for 13.8% of sales, 8.0% of
employment, and 16.3% of exports (estimations were prepared in 2006 and based on the
manufacturing industry):
• The weakening of the ability to attract investment is evidenced by the fact that while FDI
growth has slowed somewhat of late, the return on investments (ROI) has in fact increased

▶A survey conducted in 2007 found that the main focus with regards to increasing foreign
investment should be placed on: the internationalization of the people’s mindset (38.7%),
stabilization of sound labor-management relations (38.3%), expansion of market opening
(35.2%), and easing of the tax burden (13.8%)
• It thus becomes necessary, under the current circumstances in which the improvement of the
domestic investment environment has been identified as a top priority when it comes to efforts

109
Research Projects in 2009

• The poor managerial environment and living conditions offered to foreign investors have
acted as obstacles to the further expansion of investment.
- Korea finds itself at a disadvantage vis-à-vis its competitors with regards to such factors as
labor costs, land prices, tax rates, as well as other regulations.
- While excessive labor disputes and anti-foreign investment sentiment have negatively influenced the image of the Korean market within the international community, few measures
have been taken domestically to counter the negative impact of such factors.

KIEP

- While global FDI has boasted increasing trends (from 0.7 trillion dollars in 2004 to 1.3
trillion dollars in 2006) since reaching a turning point in 2003, Korea’s FDI has actually recorded a downward trend (from 12.8 billion dollars in 2004 to 10.5 billion dollars in 2007)
- In particular, the recent rise in investors’ return on investment (ROI) has coincided with a
drop in the scale of foreign investment (from 3.59 billion dollars in 2006 to 1.58 billion dollars in 2007).
▶ Some of the companies that enjoyed the highest returns on investment in 2007 included LG
Philips LCD (2.19 billion dollars) and the Korea Exchange Bank (1.12 billion dollars)
• The expansion of FDI constitutes a key component of efforts to bring about a potential growth
rate of 7%.
- While the advanced countries and some of Korea’s main competitors have used FDI as the
main growth engine for their economies, Korea’s FDI ratio remains low.
▶FDI accumulation/ GDP (UNCTAD; %): global 24.8 / Singapore 159.0, EU 38.0, the
United States 13.5, China 11.1, Korea 8.0
- In addition, the marked rise in Korea’s own direct investment abroad, which has now grown
to the point where it has begun to outstrip FDI, has led to concerns over the possible eroding
of economic growth and employment in Korea.
▶ A, Korean direct investment abroad (100 million dollars): 4.6 (1999)→ 5.9 (2003)→ 18.5
(2006) → 27.6 (2007)
▶B, FDI (100 million dollars): 15.5 (1999) → 6.5 (2003) → 11.2 (2006) → 10.5 (2007)
A-B: △10.9 → △0.6 → 7.3 → 17.1

to increase foreign investment, to conduct an analysis of the domestic investment environment
from which the necessary countermeasures can be derived.
- More to the point, the results of such an analysis should be used to ascertain which actions
are needed to facilitate FDI.
• This study analyzes the domestic FDI environment and suggests measures to facilitate the
inflow of such FDI domestically.
- Qualitative analysis of the managerial environment and living conditions offered to foreign
investors in Korea
- Development of measures to facilitate FDI based on an analysis of individual regulations
and incentives.

■ Main Contents of the Study

KIEP
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• The current state of FDI in Korea
- Recent trends in FDI inflows
• Problems related to the FDI environment
- Problems related to regulations
- Problems related to investment incentives
• Measures to facilitate FDI
- Measures to improve related regulations
- Measures to improve investment incentives

■ Expected Effects
• Based on a thorough analysis of the foreign investment environment in Korea, this study is
expected to contribute to the mitigation of the factors hindering FDI.
• This study is also expected to in the future facilitate the drawing up of policy measures pertaining to the direction and strategy for the inducement of FDI which reflect the main policy
goals of the government.
▶ Project manager | June Dong Kim

Japan’s Low Carbon Society Strategy  

■ Objectives of the Study

• Analysis of the trend within the international community towards a low carbon society and the
background to Japan’s own policy in this regard.
• Analysis of the vision and strategy behind Japan’s low carbon society
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■ Main Contents of the Study
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• Korea’s ability to attain sustainable growth is in large part predicated on its successful search
for new sources of value added. In this regard, Japan has identified the elements associated
with the actualization of a low carbon society such as energy conservation, alternative energy,
and carbon abatement technologies and goods, as one of its sources of economic growth.
• Meanwhile, Korea finds itself having to establish a response to the serious United Nations-led
international negotiations regarding climate change policies. Furthermore, it must also establish a strategy which will make it possible to use this current trend within the international
community as an opportunity for new growth.
• Japan has implemented various measures to reach the greenhouse gas reduction goals set in
the Kyoto Protocol. Perceiving climate change policies as an opportunity for new economic
growth, Tokyo has sought to use such policies to its advantage. In this regard, it thus becomes
necessary to analyze Japan’s measures in an in-depth manner, and to use the implications of
such an analysis as a tool with which to establish Korea’s own policies.
- The Japanese government clarified its policy regarding climate change in such documents as
the Cool Earth 50 Plan put forward by former Prime Minister Shinzo Abe and the so-called
‘Fukuda Vision’ by former Prime Minister Yasuo Fukuda.
- In addition, by announcing a technology development roadmap to establish the low carbon
society that revolves around the Ministry of Economy, Trade and Industry (METI), Japan
has effectively given concrete form to its low carbon technology policy.
• This study analyzes Japan’s low carbon society strategy and seeks to derive the implications
for Korea in terms of the establishment of its own low carbon society policy and the actualization of green growth.

- The Japanese government announced its vision for a low carbon society in 2007. This study
will examine how Japan’s move towards becoming a low carbon society came about, and
the background to how the low carbon society policy has become a new engine for economic
growth.
- The Japanese government has established various policies and measures to actualize a low
carbon society. To this end, this study delves into the main contents of these policies and
measures, and also looks at the current state of their implementation.
• Analysis and key examples of local governments in Japan’s policies to bring about a low
carbon society
• Analysis of industries associated with Japan’s move towards becoming a low carbon society

■ Expected Effects

KIEP

112

• The examination of the contents of Japan’s low carbon society strategy carried out as part of
this study is expected to have significant implications for Korea in terms of the establishment
of its own green growth strategy
• Moreover, the analysis of the main contents of Japan’s policy towards low carbon related
industries will also carry important implications when it comes to the development of such
industries in Korea
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▶ Project manager | Sung Chun Jung

Conceptualizing Korea-Russia Economic Cooperation
in the Era of Strategic Partnerships

■ Objectives of the Study
• During the Korea-Russia Summit held in September 2008, the two countries upgraded their
relationship from a comprehensive partnership based on mutual trust to a strategic partnership.

• Since the establishment of diplomatic relations in 1990, economic cooperation between Korea
and Russia has continuously expanded from both a quantitative and qualitative standpoint.
The rapid increase in the size of bilateral trade and investment that has taken place in recent
years has been accompanied by concrete discussions on the need for strategic cooperation in
such fields as resources development, transportation and logistics, and the aerospace industry.
Moreover, the possibility of the conduct of a joint research on the benefits of a bilateral FTA
between the two countries has also been raised.
• There is an urgent need to assess the results of the economic cooperation that has taken place
between the two countries since the establishment of diplomatic relations, and to plot out the
direction and measures needed to truly upgrade the two countries’ economic relationship to
the status of a strategic partnership. It is also essential that this process be timed to coincide
with the celebration of the 20th anniversary of the establishment of Korea-Russia diplomatic
relations (2010).

■ Main Contents of the Study

• Facilitation of Korea-Russia economic cooperation and expansion of investment in Russia
• Promotion of resource diplomacy toward Russia and of Korea-Russia cooperation in the fields
of transportation and logistics
• Development of measures to prepare for a Korea-Russia FTA
▶ Project manager | Yeo-Cheon Jeong
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■ Expected Effects
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• Analysis of the formation, development, and orientation of the Korea-Russia relationship
since the establishment of diplomatic relations
• Analysis of the current state, achievements, and problems associated with Korea-Russia economic cooperation
• Emphasis on the strategic importance of Korea-Russia economic cooperation and the future
direction thereof
• Suggestion of policies and measures to promote Korea-Russia strategic economic cooperation

The Implications of the United States and
Canada’s Green Growth Strategy

■ Objectives of the Study

KIEP
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• This study seeks to develop a better understanding of the green growth strategy adopted in
North America (the United States and Canada) and draw lessons for Korea when it comes to
the establishment of its own such policies.
• Even before his inauguration, President Obama emphasized the need to develop what he
termed a ‘Green New Deal’ that would revolve around the creation of jobs through investment
in the green industry.
- During the presidential campaign, then candidate Obama revealed his intention of implementing a full-fledged green growth strategy in which the main focus would be on the
achievement of energy efficiency through the strengthening of regulations and the further
development of renewable energy sources such as ethanol.
- Following his election as the U.S. President, Obama introduced the notion of a Green Car
Strategy that would revolve around the reduction of carbon dioxide emissions. To this end,
he has called for the models to be released from 2011 onwards to be 40% more fuel efficient
than the current models.
• Canada has implemented its own green growth policy since 2005, with a specific portion of
the budget set aside for this purpose.
- The Canadian government has set aside a portion of its budget for the long-term development of a green economy that is to be based on the principles of balance, competition, partnership, innovation, and cost-effectiveness.
- In this regard, Korea’s development of the green industry as a new growth engine make it
necessary to analyze the green growth strategies adopted by the major countries and to prepare the relevant measures.

■ Main Contents of the Study
• Analysis of the international trend towards green growth and the background thereto
- The global economic slowdown has resulted in a rise in the number of unemployed and a
drop in new jobs. As such, the employment situation has become worse.
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- Amidst such circumstances, the major countries have implemented green growth strategies
that have revolved around the preparation of effective countermeasures to overcome the current economic crisis and the advancement of the use of sustainable economic development
as a new growth engine.
- In addition, this study also analyzes trends in the international negotiations surrounding the
implementation of green growth.
• Analysis of the current state and characteristics of green industry in the United States and
Canada
- While a review is carried out herein of the current state of the green industry in the United
States and Canada, an analysis of the commonalities and differences between the two countries’ green industry is also conducted.
- An examination is also made of the stance taken by enterprises toward their government’s
green growth strategy, and of the ways in which they have made use of this strategy.
• Analysis of the green growth strategy of the United States and Canada as well as of the characteristics thereof
- Analysis of the characteristics of the Obama Administration’s green growth strategy
- An assessment of the United States’ energy policy, global climate change policy, hydrogen
fuel support policy, the Energy Policy Act, advanced energy policy, and 2017 Vision is also
conducted herein.
- Analysis of the Canadian government’s vision for green growth and policy direction
- An assessment is also carried out of the characteristics of Canada’s green growth related
measures. The topics addressed include the provision of support for greenhouse gas reduction and the development of environmental technology; the development of renewable energy development; investment in SOC (Social Overhead Capital); and the preservation of
competitive ecosystems.
- Examination of the current state of green growth policies and future outlook therefore.
• Analysis of economic impact of the U.S. and Canada’s green industries
- A partial equilibrium analysis (PEA) and general equilibrium analysis (GEA) are to be used
in order to analyze the effects of green industries on such factors as employment, production,
and GDP.
- The partial equilibrium analysis (VAR model) can be used to analyze the employment effect
and value added of specific green industries.
- Meanwhile, the general equilibrium analysis makes it possible to analyze the impact of the
decrease of tariffs in the green industry sector on employment, GDP, and the increase of
value added.

■ Expected Effects
• The analysis of the green strategies developed by the United States and Canada is expected to
provide Korea with important lessons in terms of the establishment of its own green growth
strategy.
• The in-depth consideration of the main contents of the United States and Canada’s industrial
policies as relates to green growth that is carried out in this study will provide Korea with vital
lessons when it comes to the development of its green growth industries.
• Analysis of the United States and Canada’s strategies for individual green industries and
search for measures to promote cooperation with Korea.
▶ Project manager | Junkyu Lee
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Assessment of Korean Enterprises’ Investment
in Central and South America and
the Implications Thereof
■ Objectives of the Study
• The recent high-growth trends exhibited by the Central and South American economies, as
well as the traditional importance of the region as a treasure trove of natural resources, has
resulted in highlighting the potential of the Central and South American markets as a destination for investment.
- Multinational enterprises based in developed countries such as the United States, EU, and Japan, as well as enterprises from emerging economies such as China and India, have recently
increased investment in the Central and South American markets as part of a race to secure
their position amidst the rapidly developing quest to take advantage of the opportunities
available in the region.
- The fields in which multinational enterprises have invested in Central and South America
have also become increasingly diversified. In this regard, traditional investment in simple
assembly/production fields such as electric goods and electronics, textiles and knitted prod-

• Selection of the countries and industries to be analyzed
- In order to improve the overall effectiveness of the study, an established selection and concentration method was employed to select the countries and industries which were analyzed
herein
• Changes in the investment environment in Central and South America and the current state
of FDI inflows
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■ Main Contents of the Study
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ucts, and automobiles, has now been joined by new capital being invested in sectors such as
IT services and bio-energy. Investment goals have also undergone a transformation, having
moved from the simple securing of markets to a focus on R&D investment and the establishment of a base from which to reach the global market.
• Korean enterprises’ investment in the Central and South American markets has accelerated
significantly since 2004 as new light has been shed on the strategic importance of the Central
and South American economies.
- Large enterprises such as POSCO, Hyundai Motor, Dongkuk Steel, and CJ, to say nothing
of companies with an established market presence such as LG and Samsung, have invested
significant amounts in these economies.
- However, despite the increase in investment made by some enterprises, overall investment
in Central and South America remains low when compared to the strategic importance of the
these markets. Investment by small & medium enterprises has been particularly low.
• This study involves an in-depth survey and analysis of the enterprises that have invested in
Central and South America that is based on such factors as managerial performance and the
current state of their investment. Moreover, the difficulties associated with the provision of
investment guidelines for enterprises which intend to invest in the region are also examined.
In addition, this study is expected to also provide the basic materials needed to establish the
government’s policy direction when it comes to the activation of Korean enterprises’ investment in Central and South America.
- This study will comprehensively assess the investment environment in Central and South
America, reassess the value of Central and South America as a promising investment market, analyze the investment strategy put in place by multinational enterprises, and provide
investment guidelines for Korean enterprises that plan to increase investment in, or have
considered entering, the Central and South American markets.
- In addition to those countries and industries which Korean enterprises have already entered,
this study will also introduce promising destinations for investment.
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- A comparative analysis of the characteristics of the investment environment in various regions, as well as of the major countries within these regions, will be conducted
- A comparative analysis of the FDI inducement policies of individual countries in Central and
South America will also take place
- The current state of FDI inflows to Central and South America, as well as the characteristics
thereof, will be examined
• The strategy for investment in the major countries in Central and South America and the implications thereof
- Summary of the investment strategies of the major countries as pertains to Central and South
America
- Analysis of the main investment strategies employed in conjunction with select countries
and industries
- Classification of the types of investments made by multinational enterprises into those related to the assurance of domestic demand, the pursuit of effectiveness, the securing of natural
resources, and those made for R&D purposes
• Quantitative analysis of the managerial outcomes and factors involved in the decision-making
process of enterprises which have already entered Central and South America
- The managerial outcomes of Korean enterprises that have directly invested in Mexico, Guatemala, Peru, Brazil, and Argentina are to be examined as part of this study
- In addition, the factors which motivated Korean enterprises’ decision to invest in these countries are also analyzed
• Assessment of managerial difficulties based on a survey and on-the-spot interviews
- In-depth analysis of the motivation for investment, managerial outcomes, the actual state
of operation, and the difficulties faced by the Korean enterprises that have already entered
Central and South American countries
• Development of investment in promising investment markets and fields
- Development of investment in promising high-value investment markets as well as existing
ones
- In addition, an in-depth examination of the comparative advantages enjoyed by Korean
enterprises, as well as of the changes wrought to the industrial structures and policies of
countries in Central and South America, is to be conducted as part of efforts to develop new
investment fields
• Policy lessons as pertains to the vitalization of Korean enterprises’ investment in Central and
South America

■ Expected Effects
• The contents of this study will be used as reference materials when establishing government
policy or determining the future direction of efforts to promote Korean enterprises’ investment in Central and South America
- In particular, this study is expected to provide the basic materials needed to conduct FTA
negotiations with the main countries in Central and South America such as the MERCOSUR
grouping and Peru
• This study will provide information and direction for those enterprises which desire to invest
in, or are seeking to diversify or expand, their investment in Central and South America
▶ Project manager | Kisu Kwon

• The key concerns of the government, media, and academic sector when concluding an FTA
include the extent to which particular markets will be opened and on the speed at which tariffs
are to be abolished or reduced.
• While the extent and speed at which markets will be opened is indeed an important concern
for the parties concluding an FTA, the question of how to best make use of a concluded FTA
represents an issue of equal importance.
• As of September 2008, Korea was engaged in bilateral FTA negotiations to bring about the
liberalization of services trade with nine of the ten ASEAN members, with the exception being Thailand. A separate FTA on goods came into effect on June 1, 2007.
• Unlike advanced countries such as the EFTA and Singapore, or a country like Chile which has
already accumulated a significant amount of know-how through the conclusions of numerous
FTAS, ASEAN lacks the preparation and capacity to implement a bilateral FTA with Korea.
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Study on the Effective Implementation of
a KOR-ASEAN FTA – With a Special Focus on
Commodity Trade

• Therefore, efforts must be made to ensure that the KOR-ASEAN FTA, whose conclusion
the Korean government has made a national undertaking, becomes an effective international
treaty.

■ Main Contents of the Study
• This study analyzes the utilization rate of the KOR-ASEAN FTA in commodity trade with
regards to those countries in which the agreement has been applied, and analyzes the characteristics of individual commodity items and the underlying causes for such results.
• In addition, this study also examines the draft text on goods agreed to by ASEAN in the KORASEAN, China-ASEAN, and Japan-ASEAN (or bilateral EPAs between Japan and individual
ASEAN members) FTAs, and measures the market accessibility granted to Korea.
• Based on the collection of opinions of enterprises, organizations, and the government, this
study draws up policy measures which are designed to improve Korea’s market accessibility
and ensure the effective implementation of a KOR-ASEAN FTA.
KIEP
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• The analysis of the utilization rate of the KOR-ASEAN FTA on commodities represents a
fundamental task that makes it possible to perceive the extent to which a bilateral FTA has
been effectively implemented. The contents of this analysis can in turn serve as basic materials to be used in conjunction with the implementation of other such agreements in the future.
• Based on this process, the fields in which special attention and cooperation will be required to
ensure the smooth implementation of an FTA can be ascertained. This in turn can contribute
to heightening the efficiency with which FTAs are implemented.
• In addition, Korea’s market accessibility and competitiveness within the rapidly changing
ASEAN market are also delved into as part of this study. In this regard, the coordination of
positions of enterprises and organizations involved in the relevant market with that of the
government can help to narrow the gap between the main actors.
▶ Project manager | HanSung Kim

Conveying Korea’s Agricultural Development
Experiences to Africa

■ Objectives of the Study

KIEP

121
Research Projects in 2009

• Poverty in Africa is directly related to the problems plaguing agricultural areas.
- Although the ratio of the population in Sub-Saharan Africa (SSA) which lives in rural areas
has risen to as much as 64%, only 16% of the region’s GDP stems from agriculture.
- The population boom and overall backwardness of the agricultural production structure have
resulted in a marked increase in the import of agricultural products within the region.
• The issue of poverty in Africa cannot be resolved as long as rural areas remain so drastically
underdeveloped.
- The development of rural areas in Africa constitutes the starting point for the resolution of
the region’s poverty problem.
- The international community has long perceived the provision of support for agricultural
development in Africa as a core regional issue.
▶Some studies have shown that a 10% increase in agricultural production would result in a 9%
decrease in the African population living in absolute poverty on less than a dollar a day.
• The conveyance of Korea’s agricultural development experience to Africa can be a very effective tool in terms of cooperation with underdeveloped countries in Africa.
- The problems surrounding the fostering of agricultural development in Africa cannot be
resolved through simple provision of funds and investment. Rather, steps must be found to
help induce voluntary development in rural areas.
- The Saemaeul Movement, which encompasses Korea’s own agricultural development experience, can serve as a powerful benchmark for Africa when it comes to agricultural development.
▶The conveyance of Korea’s Saemaeul Movement to Africa is expected, to some extent,
contribute to changing the mentality of the African people that have fallen into the trap of
defeatism.
▶Because of the fact that it has greatly contributed to the development of rural areas, the
Saemaeul Movement has been evaluated by international organizations such as the World
Bank and the UN, as well as by numerous NGOs, as a good agricultural development
model for developing countries.

- Unlike support for other fields, the provision of support for agricultural development has
both economic and social effects. Such support can in fact actually help to alleviate poverty
in Africa.
• This study seeks to develop a cooperation model through which Korea’s internationally recognized agricultural development experience can be conveyed to Africa.
- The conveyance of the Saemaeul Movement can be regarded as a uniquely Korean cooperation model capable of achieving actual results at low costs.
- To date, most of the efforts to convey the Saemaeul Movement have been limited to basic
tasks such as the holding of seminars and the provision of short-term training. In other words,
no long-term policy or strategy has been established.

■ Main Contents of the Study

KIEP

122
Annual Report 2008

• Analysis of the current state of agricultural industry and rural society in Africa
- To determine whether Korea’s agricultural development experiences can be incorporated
into Africa, from an economic, social, and cultural standpoint. An analysis must be carried
out, of the current state of the agricultural industry and of the characteristics of rural communities in African countries.
• Analysis of Korea’s agricultural development experiences and their adaptability to Africa’s
own developmental experiences
- In-depth analysis of the theory behind the Saemaeul Movement, as well as of the implementation thereof. This is to be followed by an analysis of its adaptability to Africa.
• Introduction of an African agricultural development model and drawing up of support and
cooperation measures
- Based on the comparative advantages provided by Korea’s agricultural development experiences, this study will suggest an actual support strategy and programs which can effectively
contribute to agricultural development and poverty alleviation in Africa.
- This study will also identify the strategic countries with which cooperation should be pursued, and draw up detailed cooperative measures for these countries.

■ Expected Effects
• Analysis of the adaptability of Korea’s own agricultural development experiences accumulated during the economic development process to Africa.
• Development of an agricultural development cooperation model for Africa.
▶ Project manager | Young Ho Park

Analysis of the Korea-China-Japanese Service
Industry Trade Structure and of Their Respective
FDI Environments
■ Objectives of the Study
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• Korea’s service industry accounted for 50.8% (46.4%) of the nominal (actual) GDP and 66.0%
of overall employment in 2006. In this regard, it has played an important role in terms of both
economic growth and employment in Korea.
- However, unlike the manufacturing industry, growth in the service industry has slowed since
the financial crisis of 1998, a drag which has for the most part been the result of the drop in
productivity and value added.
• Overall economic growth based solely on the manufacturing industry can only last for so long.
The slowdown in the service industry has in particular led to a widening of the gap between
growth, employment, and income.
- Unlike commodities, the items provided by the service industry cannot be stored. As a result,
its influence in terms of economic fluctuations is rather insignificant. Moreover, because
they are ultimately domestically consumed, such services are relatively less influenced by
changes in the international environment.
- Sun Chan Park (2007) has pointed out that the expansion of trade in services has positively
influenced economic growth. Increasingly, the advanced countries’ efforts to secure their
own economic growth through trade have been focused on the opening of the service rather
than manufacturing industry.
• Recently, Korea, China, and Japan have made multifaceted efforts to improve their respective
service industries, and strengthen overall competitiveness by liberalizing the service sector.
They have in particular emphasized such aspects as deregulation, the elimination of monopolies, price liberalization, education of human resources, and the promotion of competitiveness.
- While China has concentrated on the development of finance, communications, transportation, education and medical health, Japan has established a service industry development
plan that focuses on the contents; medical health and welfare services; business support
services; travel and transportation; and environment and energy-related services.
- Korea has made efforts to improve the productivity of its service industry. To this end, it has
designated knowledge-based services such as e-business and design as one of Korea’s next
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generation growth engines.
• The current holding of active discussions on a Korea-Japan FTA and a Korea-China FTA
have rendered it necessary to conduct an analysis of the trade structure and competitiveness
of Korea, China, and Japan’s service industries so as to identify the industries in which each
country enjoys a comparative advantage.
• Furthermore, the importance (spread effect of productivity, etc) of FDI in the service industry
has made it necessary to conduct a comparative analysis of the FDI inducement environment
and of the results of such inducement efforts in all three countries, the results of which can
then be linked to those of the analysis of the comparative advantage enjoyed by their respective service industries. Such an exercise makes it possible to draw policy lessons within the
framework of Korea, China, and Japan when it comes to the service industry.
• This study analyzes the trade structure and competitiveness of the service industry in Korea,
China, and Japan. Thereafter, based on a comparative analysis of the three countries’ FDI
inducement environment and of the results of such inducement efforts, the implications for a
Korea-Japan FTA and Korea-China FTA service negotiations are identified. In addition, an
effort is also made herein to determine a policy direction that is based on trade in services and
FDI so as to strengthen Korea’s overall service industry.

■ Main Contents of the Study
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• Introduction
• The current state and characteristics of the service industry in Korea, China, and Japan
- The current state and characteristics of each country’s service industry
- The current state of the opening of the service industry in each country
• Analysis of the comparative advantages of the Korean, Chinese, and Japanese service industry
- Analytical methods
- Comparative advantages of each country’s service industry
• Comparison of methods of inducing FDI in the service industry and the results thereof
- Korea
- China
- Japan
• Comparative analysis of FDI inducement policy in the service industry
• Conclusions and implications

■ Expected Effects

• The results of this study will serve as an important reference when drawing up Korea’s policies for the service industry
• The results of this study will serve as an important reference during the discussions on measures to promote service sector cooperation between the three countries.
• The results of this study will serve as an important reference when negotiating the Korea-Japan FTA and Korea-China FTA
▶ Project manager | Hyung-Gon Jung

Analysis of Obstacles to North Korean
Economic Cooperation and the Easing Thereof
KIEP

■ Objectives of the Study
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• One of the strategies which has been put forward in order to mitigate the difficulties faced by
the North Korean economy and induce North Korea to carry out a reform and opening policy
has been that of simultaneously making North Korea become a member of the international
community and increasing its economic interaction on the global stage.
- The ultimate goals of normalizing the North Korean state and activating its economy can
only be brought about through reform and opening
- The reform and opening up of North Korea to the outside world requires that steps be taken
to improve its relations with its neighbors and to encourage its economic cooperation with
other countries.
• North Korea has continuously striven to induce foreign investment and strengthen trade.
However, these efforts have to date bore no significant results.
- North Korea’s inability to foster economic cooperation through such means as trade and investment can be explained by domestic political & economic and military & security-related
obstacles, as well as by international obstacles.
- One of the most practical approaches to inducing North Korean opening which has been suggested is that of infusing the North’s economy with vitality, a move which, it is believed, will
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in the long run result in inducing changes in North Korea’s political system.
• The Lee Myung-bak Government’s ‘Denuclearization, Opening and Vision 3000’ policy is
aimed at reforming and opening of North Korea.
- The Lee Myung-bak Government’s Denuclearization, Opening and Vision 3000 policy calls
for the development in North Korea of 100 companies capable of exporting more than 3
million dollars worth of goods a year, and the formation of a 40billion dollar international
cooperation fund for North Korea.
- However, such steps can only be taken once North Korea has begun to actively engage in
economic cooperation with the outside world.
• This study investigates the actual state of North Korea’s international economic cooperation,
analyzes the obstacles to the activation of such cooperation, and introduces measures to overcome the relevant obstacles.

■ Main Contents of the Study
KIEP

126
Annual Report 2008

• Analysis of the Denuclearization, Opening and Vision 3000 policy and of North Korea’s
international economic relations
• Analysis of the current state of North Korean economic cooperation
• Analysis of the obstacles to North Korean economic cooperation
• Korea’s role at the policy level in overcoming the obstacles to North Korean economic cooperation
• The international community’s role from a policy standpoint in overcoming the obstacles to
North Korean economic cooperation

■ Expected Effects
• Based on an analysis of the factors currently obstructing North Korea’s ability to engage in
economic cooperation with the outside world, this study is expected to introduce measures
that will help promote such economic exchanges and cooperation between North Korea and
the international community.
• In addition, this study will also introduce the detailed tasks related to the actualization of the
Denuclearization, Opening and Vision 3000 policy
▶ Project manager | Myung-Chul Cho

Korea’s National Strategy with Regards to
the Rise of China

■ Objectives of the Study
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• Already the third largest economic power in the world in terms of size, China has now emerged
as the second largest exporter, and as the world’s largest holder of foreign exchange reserves
(estimated at 2 trillion dollars).
• China’s emergence since 2003 as Korea’s largest trade partner has resulted in making the
trade relationship with China one of the most important variables which must be accounted
for when drawing up Korea’s economic policies.
• The rapid heightening of the status of China within the global economy has rendered it necessary, from a national strategy standpoint, to conduct a comprehensive analysis of China.
- While excessively pessimistic assessments of the rise of China are unnecessary, it remains
important to conduct an analysis and gain awareness of the comparative advantages which
Korea enjoys vis-à-vis its giant neighbor.
- Meanwhile, China’s rapid growth stands as proof positive that the comparative advantages
enjoyed by Korea and China in their bilateral relationship have not remained static but rather
also undergone rapid changes. In this regard, there is an urgent need to ensure that proper
policy measures are drawn up through the conduct of timely research.
• This study seeks, based on the separation of politics/diplomacy from the economy, to facilitate
the preparation of national strategy reports for Korea which reflect the current state of the rise
of China.
- Special consideration needs to be given to the fact that economic policies in China are relatively more influenced by political factors than is the case in the advanced countries.
• In order to ensure that the study is conducted as efficiently as possible, a research team consisting of domestic Chinese specialists will be formed to work alongside the KIEP Center for
Regional Economic Studies’ China Team.
- This study seeks to foster the development of Korea-Chinese economic relations and to suggest policy measures which can be used to this end.
• This study will not be disclosed initially to the general public. The decision as to when it
should be disclosed will be made by an advisory committee.

■ Main Contents of the Study
• Based on an analysis of the current state of 17 fields related to Chinese politics/diplomacy and
the economy, as well as the outlook for the long-term development thereof, this study will
contribute to the preparation of Korea’s national strategy report

■ Expected Effects
• Development of policies designed to foster shared growth with China
• Prevent or minimize the so-called ‘risk’
• Development of policy suggestions for the overall stabilization and growth of the Northeast
Asian region that includes the two Koreas and China
▶ Project manager | Chang Kyu Lee
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Analysis of the Effects of a KOR-EU FTA
and the Future Direction of EU Trade Policy

■ Objectives of the Study
• The negotiations towards a KOR-EU FTA, which began in May 2007, are expected to be
concluded sometime in 2009.
• As a result, there has been a marked increase in the need to conduct an analysis of the impact
of a KOR-EU FTA on individual industries and to develop the necessary response measures.
• This study analyzes the impact of a KOR-EU FTA on the domestic agriculture, manufacturing, and service industries, and draws up guidelines for Korea’s future trade policy toward the
EU.

■ Main Contents of the Study

• Assessment of KOR-EU FTA negotiations
• Analysis of the impact of a KOR-EU FTA
- International political and economic influence of such an agreement
- Impact on domestic industries: agriculture, manufacturing, and service industry (finance,
laws and regulations, communications, education, medical, broadcasting, media, visual/audio, maritime transportation, delivery/storage)
• Response strategy
• Introduction of the desired direction for Korea’s future trade policy toward the EU

■ Expected Effects
• Maximization of the efficiency of the KOR-EU FTA
• Preparation of industry-specific countermeasures for the KOR-EU FTA
• Easing of Korean enterprises’ access to the EU market
• Reestablishment of Korea’s trade policy toward the EU
KIEP

▶ Project manager | Heungchong Kim
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■ Objectives of the Study
• The exposure by the current global financial crisis’ of the problems affecting the international
financial order have spawned a movement to reorganize the global financial order around the
G-20.
• This study is expected to conduct a thorough analysis of the changes that have been wrought
to the international financial order, suggest the features of the new international financial order
which should be brought about as a result of these changes, and identify both the macro and
microeconomic-policy measures which will have to be put in place in order to achieve the
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World Economy under the G-20
(mid & long-term trade strategy)
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desired international financial order.
• Korea’s increasing role within the G-20, a denouement which is evidenced by its selection as
one of the three countries responsible for the G-20 action plan presented during the summit
held in Washington in October 2008 and as the chair country for the G-20 in 2010, has resulted in enhancing the importance of conducting a study whose contents can be used to draw
up a desirable policy direction.
• The establishment of new regulations and the rendering of changes to the global financial
system governing financial markets has become all but inevitable under the current circumstances in which while the international financial crisis has yet to abate, a global economic
slowdown is also clearly underway.
• Nevertheless, there has to date been a clear lack of studies on how these changes should be
effectuated. To this end, there is a need to also draw up the main policy implications of the
framework for a new international financial order which is to be developed based on this
study.
• This study will also provide Korea with policy measures designed to maximize its tenure as
the chair country of the G-20 in 2010.

■ Main Contents of the Study
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1. Macro-economy and trade: In this particular section, the relevant macroeconomic issues
will be discussed, with the focus being on trade and its implication in terms of the changes
brought about through the G-20 process. Two papers are to be compiled in conjunction with
this section.
2.Macro-finance and regulation: In this section, macro-finance issues will be addressed, with
the focus being on the regulatory reforms associated with the G-20 proposals. Two papers are
to be compiled in conjunction with this section.
3. Micro-finance and regulation: This section will deal with micro-finance issues, and in particular, the regulatory reforms discussed as part of the G-20 proposals. Two papers are to be
compiled in conjunction with this section.

■ Expected Effects
• Policy implications: This study will suggest the appropriate direction as pertains to the role
which Korea should play in terms of international financial governance within the G-20 structure that includes the main emerging markets, and the desirable direction for the changes
which should be wrought to the global regulations and standards within international financial

markets.
• Academic significance: The reorganization of the international financial order constitutes an
academically important theme. As part of this study, a comparison of the market-oriented
neoliberal economic theory and the Keynesian economic theory will be carried out, with the
end goal being the development of an economic theory capable of producing more effective
policies than those currently in place.
▶ Project manager | Yonghyup Oh
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A Glimpse at KIEP
■ Organizational Structure

Auditing Dept.

Knowledge Information Services

Planning and Research Coordination

Center for Regional Economic Studies

Center for International
Development Cooperation

Trade and Investment Policy

International Outreach Program
Middle East and Africa
Southeast and South Asia
Europe
America
Japan
China
International Cooperation for
Korean Unification
Northeast Asian
Economic Cooperation
ODA
F TA
WTO
International Finance
International Macroeconomics
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International Macroeconomics
and Finances
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Audtor
President

Vice
President

KEI

APEC Research Consortium

KIEP Beijing Office

■ Main Research Focus
Department

Research Focus

Trade and
Investment Policy

• Korean trade policy
- Export, import, and trade structure
- FDI/ODI
• WTO
- Establishment of an international trade order at the WTO and at multilateral levels
- The impact of DDA negotiations and negotiation strategy
- Tasks related to the secretariat of the DDA Research Center
• FTA
- Trends in regional trade agreements and the impact thereof
- Strategy for the implementation of regional trade agreements
• APEC
- Asia-Pacific economic cooperation and APEC related research
- Provision of assistance to the secretariat of the National Center for APEC Studies in the
conduct of its work duties

Center for
International
Development
Cooperation

• Comparative analysis of the international development policies put in place by the
major countries and analysis of major trends
• Direction of Korea’s ODA policy
• Consultations relating to international development cooperation
• Multilateral economic cooperation in Northeast Asia and East Asia
• International cooperation as part of preparations for unification and cooperation to
foster North Korean economic development
• North Korea’s economic cooperation

Knowledge Information Services

• Collection and management of information materials
• Management of information systems
• Publication, distribution and promotion of study results

Planning and
Research
Coordination

• Project planning, assessment of research projects, seminars, and research services
• Personnel, assignment of work duties, document delivery, security, contracts, and assets management
• Budgets, accounting, national assembly, board meetings, regulations, insurances, field
trips, and audits
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Center for
Regional
Economic Studies

• Study of regional economic trends: the United States, Japan, China and Russia, the EU,
Central and Eastern Europe, Central and South America, Southeast Asia, the Middle East
and Africa, and Oceania
• The current state of the economic relations of the major regions and their economic
relations with Korea
• Regional economic policy and institutions, and economic integration
• ASEM-related studies
• Management of Korea’s Official Pool of International Economists (KOPIE)
• Training of regional specialists and DB project

KIEP

International
Macroeconomics
and Finances

• Current issues related to international macroeconomics and finance
• Regional financial and currency cooperation
• Exchange rate and foreign exchange policy
• Liberalization of financial services and opening of financial industry
• Reorganization of international financial system
• Strategy for the development of Korea as an international financial center
• South-North Korean financial and currency cooperation

■ Staff
Research staff
President

Research
fellows

Researchers

Subtotal

Specialized staff

Administrative

Subtotal

43

41

84

8

9

17

1
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Support staff
Total

16
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Position

Name

Vice President

Yeo-Cheon
Jeong

PhD, München University (Germany)

Russian & Eastern European
Economies

Director of Planning and Research
Coordination

Jin Kyo Suh

PhD, University of Maryland at College
Park (US)

Agricultural & Resource Economics

Director of International Macroeconomics and
Finances

Yonghyup Oh

PhD, Ecole des Hautes Etudes en Sciences Sociales (France)

International Economics

Director of Trade
and Investment
Policy

June Dong Kim PhD, University of Chicago (US)

Trade in Services, FDI

Director of Center
for Regional Economic Studies

Heung Chong
Kim

PhD, Seoul National University (Korea)

European Economy, Economic
Integration and Growth

Director of Center for
International Development Cooperation

Myung Chul
Cho

PhD, Kim Il Sung University (North
Korea)

North Korean Economy, International Cooperation for Korean
Unification

Director of Knowledge Information
Services

Yunsil Kim

PhD, Yonsei University (Korea)

Library and Information Science

Senior
Research Fellows

Main research field

Chang Kyu Lee PhD, University of Pittsburgh (US)

Chinese Economy

Chang-Jae Lee

University of Paris I (France)

Northeast Asian Economic Cooperation, East Asian Economic Integration

Deok Ryong
Yoon

PhD, Kiel University (Germany)

International Economics, North
Korea Economics

Sangkyom Kim PhD, University of Pennsylvania (US)
Jonghwa Cho

Research Fellows

Academic background

Technicians

APEC, International Economics

PhD, Washington State University (US) International Finance

Nakgyoon Choi PhD, University of Texas at Austin (US)

Trade Policies, Tariffs, Empirical
Studies

Yul Kwon

PhD, Sogang University (Korea)

Southeast Asian Economy, Development Cooperation

Yang-Hee Kim

PhD, Tokyo University (Japan)

Japanese Economy

Bokyeong Park PhD, Seoul National University (Korea)

Middle Eastern and African Economy

Jae-Young Lee

Russian & CIS Economies and
Management

PhD, Moscow State University (Russia)

Research Fellows

PhD (ABD), Chinese Academy of Social
Science (China)

Chinese Economy

Sung Chun
Jung

PhD, Hitotsubashi University (Japan)

Japanese Economy, Environment
Economics

Chul Chung

PhD, University of Michigan (US)

International Trade

Hyung-Gon
Jeong

PhD, University of Cologne (Germany)

North Korean Economy, Transition
Economy, Northeast Asian Cooperation

Mansoo Jee

PhD, Seoul National University (Korea)

Chinese Economy

Yoo-Duk Kang

PhD, Institut d’Etudes Politiques de
Paris (France)

European economies, Trade policy

Kisu Kwon

PhD, Hankuk University of Foreign
Studies (Korea)

Latin America Economy, MERCOSUR

Taeyoon Kim

PhD, Oklahoma State University (US)

Regional Economics, Agricultural
and Applied Economics

HanSung Kim

PhD, University of Washington (US)

International Trade, Microeconomics

Kyu Pan Kim

PhD, Keio University (Japan)

Japan Economy

Young Jun Park PhD, University of Virginia (US)
Young Ho Park

PhD, Hankuk University of Foreign
Studies (Korea)

Africa and ODA

Seon-Hee Bae

MA(ABD), Sogang University (Korea)

Publication, Media information

Sherzod Shadikhodjaev

PhD, Korea University (Korea)

International Law, WTO Law

Hankyoung
Sung

PhD, The Ohio State University (US)

Experimental Economics, Political
Economy

Kitae Sohn

PhD, State University of New York at
Albany (US)

Human Capital, Immigration

Dae Young
Song

MA(ABD), Chung-Ang Univ.(Korea)

Network, Information Security

Yeongkwan
Song

PhD, University of Wisconsin-Madison
(US)

Service, FTA

Taekyoung
Ahn

PhD (ABD), Chung-Ang Univ.(Korea)

Information Management, Semantic
Web

Pyoung Seob
Yang

PhD, Hankuk University of Foreign
Studies (Korea)

Chinese Economy

Seung-Shin
Lee

PhD, National Cheng Chi University
(Taiwan)

Chinese Economy

In-koo Lee

PhD, Vanderbilt University (US)

International Finance, Econometrics

Junkyu Lee

PhD, University of Southern California
(US)

Macroeconomics/American Economies

Yong Joon Jang PhD, Indiana University Bloomington (US)

FTA

Jione Jung

PhD, University of Florida (US)

WTO, Antidumping rules

MeeJin Cho

PhD, Brown University (US)

FTA, IPR, RoO, Competition Policy
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Assistant
Research Fellows

International Economics

KIEP

Wolla Park

Assistant
Research Fellows

Invited
Research Fellows
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Choong- Jae
Cho

PhD, Hankuk University of Foreign
Studies (Korea)

India Economy, Service Economy

Ba Ran Han

PhD, Cornell University (US)

Middle East Economy

In Huh

PhD, University of Rochester (US)

Econometrics, Financial market

Hea-Jung Hyun PhD, Indiana University (US)

FDI, Service, Competition Policy

Dong-Eun
Rhee

PhD, Indiana University Bloomington (US)

Monetary Policy, Financial Economics, International Finance

Bak Soo Kim

PhD, University of Grenoble (France)

EU Research, Trade and Development

Doo Hyun Kim

PhD, National Chengchi University
(Taiwan)

Chinese Economy

Sung Hak Yoon PhD, University of Yonsei (Korea)

CIS Research, Invest and Development

Young Kwan Jo PhD, University of Moscow (Russia)

Central Asia, Russian Economy

Chang-In Yoon PhD, Hanyang University (Korea)

Electronic Commerce, WTO, Environmental Trade Policies
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List of Publications (2008)

■ Policy Analyses I
08-01	A Study on Korea’s Strategies for Mode 4 Negotiations in Trade in Services: Implications for Independent
Professionals
08-02

Major Issues on APEC Economic Cooperation and Policy Implications

08-03

Research on Service Trade of the Kor-Prc FTA

08-04	Comparative Analysis of FTA Agreements by Korea, China, and Japan, and Policy Implications for a Northeast Asia FTA
08-05

The Reformation of the WTO System and Korea? Response

08-06

Development Strategies for Higher Education in an Era of Globalization
Empirical Analysis of Factors Affecting Korea? Trade Structure and Current Account

08-08

Improvement of Trade Adjustment Assistance Program as a Social Safety Net

08-09

Korea’s FTA Rules of Origin: Review and Future Strategy

08-10

Cross-border M&As and Implications for Korean Direct Investment Abroad

08-11	Changes in the Pattern of International Capital Movements and Financing of the Current Account Deficit
of the United States
China and Internationalization of Korean Won

08-13

China’s Consumer Market

08-14	An Analysis on the Characteristics of Japan’s EPAs and Political Implications on Korea-Japan FTA
08-15

Korean Firms’ Investment and Future Agenda in Russia

08-16

Causes of U.S. Service Industry Competitiveness and Implication for Korea

08-17	Korea’s Economic Cooperation Strategies toward Latin America: A Perspective from Its IDB Membership
08-18

The Assessment of Korea’s Capacity as Foreign Aid Donor

08-19

Korea’s Systematic Approach ODA Policy toward Africa

08-20	Market-Oriented Economy Education in Transition Countries and Applicability of the Education Experience to North Korea

■ Korea’s Mid- to Long-Term Economic Strategy
08-01

Economic Effects and Policy Implications of Financial Opening in Korea

08-02

Korea’s Policies of Market Openness and Their Effects on Korean Economy

08-03

Trade Liberalization and Productivity Growth in Korea

08-04

The Effects of Trade Liberalization and Global Production Network on Labor Market in Korea
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08-12
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08-07

■ Regional Study Series
08-01

The EU’s Policies on Climate Change and Their Implications

■ Trade and Investment Study Series
08-01

The Strategy of Participating in the U.S. Government Procurement

08-02

Rules of Origin in the Korea-China FTA

■ Policy References I
08-01

The Status of China’s Financial Sectors and the Analysis of Transaction Barriers

08-02	Intra-industry Trade between Korea and ASEAN Countries: Components and Basic Material Industry
08-03
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FEZ Development Strategy for Improvement of Investment Environment

08-04	A Study on How to Promote Cooperation between Korea and Japan in Enhancing Energy Efficiency
08-05

Comparison of Accession to Indonesian Market among Korea, China and Japan
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08-06

Patterns of International Fragmentation of Production in East Asia

08-07

The Competitiveness of Agriculture in Japan and Political Implications on Korea-Japan FTA

08-08

The Linkage of Climate Measures and Trade Rules and Its Implication on Korea

08-09

Economic Effects and Policy Implications of Financial Opening in Korea

08-10

Korea’s Policies of Market Openness and their Effects on the Korean economy

08-11

Trade Liberalization and Productivity Growth in Korea

08-12

Trade Liberalization, Global Outsourcing and Employment

■ Working Papers
08-01

National Treatment on Internal Taxation: Revisiting GATT Article III:2

08-02	FDI Inflows, Exports, and Economic Growth in First and Second Generation ANIEs - Panel Data Causality
Analysis
08-03

Flexible BBC Exchange Rate System and Exchange Rate Cooperation in East Asia

08-04

The Impact of Foreign Direct Investment on Economic Growth: A Case Study of Ireland

08-05	Eurasian Economic Community (EurAsEC): Legal Aspects of Regional Trade Integration
08-06	Real Exchange Rate Dynamics in the Presence of Nontraded Goods and Transaction Costs
08-07

Sub-Prime Financial Crisis and US Policy Choices

08-08

Empirical Analyses of U.S. Congressional Voting on Recent FTA Bills

■ Conference Proceedings
08-01

Capital Flows, Macroeconomic Management, and Regional Cooperation in Asia

08-02

Ten Years after the Korean Crisis: Crisis, Adjustment and Long-run Economic Growth

08-03	China and Korea in the World Economy: Common Opportunities and Challenges, Ten Years after the
Asian Financial Crises

■ APEC Study Series
08-01	Corporate Social Responsibility (CSR) in the APEC: Another Common Denominator or Harmonizing Measure
08-02

Free Trade Agreements in the APEC Region: An Evolutionary Path to the Bogor Goals

08-03

The Next APEC Membership from Latin America: A Contextual Approach

08-01

Development Cooperation for Economic Integration of East and South Asia

08-02

Financial Integration and Exchange Rate Coordination in East Asia

08-03

Destined to Fail? The History of the Yen Bloc before the Second World War

■ Monographs
• Korea’s Development Policy Experience and Implications for Developing Countries
• Economic Development in the Russian Far East and Korea
• An Economic History of Twentieth Century Europe

■ Periodicals
08-01

Journal of International Economic Studies 2008 No.1

08-02

Journal of International Economic Studies 2008, No. 2
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08-04	Intra-Regional Trade of ASEAN Plus Three: Trends and Implications for East Asian Economic Integration
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■ CNAEC Research Series
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