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Message from the President

On Publishing The 2010 KIEP Annual Report

In 2010, Korea greatly enhanced its status on the world scene by successfully hosting and chairing the G20 summit and the Korea-China-Japan trilateral summit, which also provided a new and
important turning point in international economic policy-making. The Korean government, now at the
center of debates on the world economy, is actively responding to rapid changes in the international
economic environment in the wake of the global financial crisis, while participating in various international meetings as a leading member.
KIEP supports economic policy-making in the Korean government by conducting research on
and analyzing the accelerating pace of structural changes taking place in the world economy. It is also
making dedicated efforts to develop medium and long-term economic policy and strategy proposals
to help Korea continue making great strides in what has become a protean economic environment.
We at KIEP have the necessary expertise for analyzing international macroeconomic changes
and broader changes in the financial environment under the new international financial order, whilst
also exploring strategies for responding to such changes. We study FDI trends in Korea, China and
Japan and look for ways to promote FDI, and conduct economic analysis on Korean investment overseas to assess their economic effects. We also actively engage in in-depth research activities in many
other areas of Korea’s domestic and international economic policies.
2010 was a hallmark year for KIEP and Korea as a whole. KIEP turned 20 in 2010, and we took
this opportunity to reflect on the road traveled since our founding in January 1990, and all the hard
work that contributed to international economic policy-making in Korea. It also gave us reason to envision our organization’s future as a government think-tank leading our country on its path to greater
prosperity. Through research into such international economic policy areas as trade and investment,
international finance, international development and cooperation, and global economic trends; we
are now able to offer efficient policy response and tools for implementation on a national level. Furthermore, through joint research with Korean and international institutions, KIEP has steadily built up
capacity to become the most recognized international economic research institution in Korea.
Currently, activities carried out by KIEP’s various research divisions, in conjunction with their
macroeconomic research activities; include the operation of the KIEP macroeconometric model, construction of an international macro-financial database and the coordination and hosting of the Asian
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Economic Panel. Meanwhile, to foster more effective research in international trade, we operate both
the Center for DDA Research and the APEC Research Consortium Secretariat; we are also building
a trade model and constructing a trade database. Lastly, we are boosting our competitiveness in regional studies, having established the KIEP Beijing Office, the Korea Economic Institute in Washington
DC and the SNU-KIEP EU Center. These branch offices and affiliates enable us to stay interconnected
with the global economy and at the same time allow for training new regional experts, conducting
in-depth research on strategic regions, strengthening the research network in Northeast Asia and
holding talks on policy planning in anticipation of Korean unification.
The KIEP Annual Report 2010 details our accomplishments from in-depth research we carried
out in 2010, on diverse and broad subject areas. Basic research by KIEP and key research accomplishments in 2011 are presented in this report, organized in such a way as to provide a comprehensive
overview. KIEP will continue with efforts to guide economic policy-making in Korea and to offer more
effective assistance toward achievement of Korea’s goal of becoming an advanced trading nation. We
look forward to the continued support and interest in our activities and of Korea as a whole, as we
move forward towards an exciting new future.
					

Thank you.

					

Wook Chae

					

President

					

Korea Institute for International Economic Policy
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Mission and Brief History

> Founding Objectives
• KIEP seeks to contribute to Korea’s international economic policymaking through the
investigation, study, and analysis of issues related to the global economy.

> Areas of Research
• Investigation, research, and analysis of trade policies, international financial markets and
investment, and other issues related to international economic policy, as well as development of policy instruments.
• Research and analysis of matters pertaining to the global economy as well as on economic trends and policies in major regional economic zones
• Conducting joint research projects with scholars and research institutions at home and
abroad
• Research services on commissions related 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 objectives

> History
• August 1989
Establishment of the 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
	Responsibility for supervising the Korea National Committee for Pacific
Economic Cooperation transferred from the Korea Development Institute
• October 1992 	KIEP Center for Northern Area Studies renamed the “KIEP Center for
Area Studies”
• March 1995
Founding of the KIEP Beijing Office
• April 2000	Center for Regional Information reorganized and re-established as the
Center for Regional Economic Studies
• March 2002
Establishment of the DDA Research Center
• December 2005 Establishment of the SNU-KIEP EU Center
• May 2008
Inauguration of Wook Chae as the 7th President of KIEP
• June 2008	Center for Northeast Asian Economic Cooperation reorganized and re-established as the Center for International Development Cooperation
• February 2010 Regional and Provincial China Research Division established
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| Overview of KIEP’s Projects and Activities |

① Overview of Projects

> Research Project Summary and Status
KIEP seeks to contribute to the formation of government policies and provide possible mid- to
long-term directions in policy-making through a wide range of activities that includes in-depth
analysis of core issues, 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.
• The contributions made by KIEP reports are assessed based on the extent to which the core suggestions provided in each of them are subsequently reflected in government policy making.
- The contents of our reports have been used as references for legislative activities to assist in
the making of new laws, Presidential Decrees and development of other forms of legal instruments, as well as official government documents. The analyses and insights contained in our
reports also assist the government in devising international trade strategies.
• Equally significant have been the contributions of KIEP reports to research in such areas as FTA/
DDA policy, regional economic studies and case studies, Northeast Asia and regional economic
cooperation, international macroeconomics and finance, green growth/resources development,
FDI/ODI policy, and official development assistance (ODA).
▶ Instances in which KIEP reports were consulted by the government for policy-making projects in
2010

14

Field

FTA/
DDA

Regional
economic
studies

Northeast
Asia/regional
economic
cooperation

International
macroeconomics and
finance

Green growth/
resources
development

FDI/
ODI

ODA

Other

Total

Number
of times
reports were
cited

33

55

14

18

3

9

6

12
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> 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 analyzing the 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
- Strategic response to the G20 Summit and study of related agendas
- Exploration of ways for financial cooperation in East Asia
- Analysis of the impact of, and prediction of, changes in the international economic conditions

> Green growth/Development of Overseas Resources

- Analysis of international environmental agreements related to the achievement of low carbon
green growth, analysis of environmental policies of major countries, and research to develop
Korean response strategies
- Suggestion of measures to facilitate the development of overseas resources and activation of
plant construction projects
- Development of environmentally-friendly policies to enhance Korea’s international image
- Provision of directions for external development projects through environmental policy research

> FTA/DDA Policy

- Analysis of DDA/WTO trends and the development of possible government response strategies
- Analysis of the economic influence and spillover effects of the FTA/DDA agreements
- 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 GCC nations.

KIEP 2010 ANNUAL REPORT

15

| Overview of KIEP’s Projects and Activities |

- Study of ways to use FTAs in a manner that maximizes their benefits: with focus on tariff administration, trade adjustment support programs and rules of origin

> FDI/ODI

- Analysis of the results of FDI-related efforts of Korean enterprises and the introduction of measures to facilitate access to foreign markets for Korean enterprises.
- Development of strategies to promote investment in the East Asian region
- Development of strategies to promote inward FDI and free economic zones in Korea

> Regional Economic Studies

- Support for the establishment of regional trade strategies in the form of in-depth analysis 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 analysis and information on other countries officials of other countries that
are to be visited by the president or other high-level officials.
- Risk analysis of world regions based on recent political and economic changes and the development of support strategies

> International Development and Cooperation

- Formulate Policies related to Northeast Asian economic cooperation
- Study of the major items on the agendas of APEC, ASEM, and ASEAN+3
- Development of Korea’s basic stance toward regional economic cooperation, its participation
therein and its support for related meetings
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- Analysis of 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 the introduction of measures to strengthen
the efficiency thereof
- Analysis of ODA trends based on case studies to better understand their implications
- Development of Korean response strategies to geopolitical changes in Northeast Asia
- Assessment of overseas aid policies and proposals for increasing capacity for aid
- Analysis of trends in overseas ODA and actual cases; eliciting policy implications.

> Publications on Key Current Issues

- KIEP conducts analyses on major current issues in the global community and provides up-todate analytical information on these issues through its website so as to assist the government
with its policy-making process and help keep Korean economic experts abreast of the latest
international trends.
- World Economy Update, the best-known current issue-related publication by KIEP, providing indepth analyses of key international issues along with their implications to Korea and its response
strategies. Regional Economic Focus, meanwhile, is a great source of information on the latest
international issues and allows Korean economic experts to stay up-to-date. Articles are organized by themes to create a highly reader-friendly journal.
- To better meet the research demand for topics related to the Chinese economy, KIEP’s Beijing
Office is putting out a newsletter titled KIEP Beijing Office Briefing. In 2010, KIEP added a new
member to its list of current issue publications: China Briefing: Trends by Province.
- All current issue-related articles and reports by KIEP are accessible through its website and are
delivered to 18,000 subscribers through KIEP Webzines.

> VIP Report

- KIEP makes monthly reports to the president of Korea through its VIP Report, which contains selected issues of importance to Korea’s international economic policy. As of 2010, 15 such reports
have been submitted to the president.
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- Aside from its analysis of key current issues, VIP Report also provides ideas that can be directly
reflected in future international economic policies. It thus serves as a source of policy insights
and advice.

> Other Policy Research Activities

- Provision of support for the government’s international negotiations
- Analysis of various other international economic issues in order to identify policy implications for
multilateral cooperation
- Assessment of the economic feasibility of hosting international conferences in Korea
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② Affiliated Bodies and

Research-Related Activities

International Seminars and Policy Councils
Notable Activities and Achievements in 2010
• Creation of the Asian Economic Panel, hosting of an academic forum on the Asian economy attended by guest scholars from countries in Asia, Europe and the US, and the publishing of Asian
Economic Papers (MIT Press).
• Activities to promote friendship between Korea and Kazakhstan
• In-depth investigation of the roles and status of the political elite in Central Asian countries under authoritarian governments, and exploration of ways to strengthen economic cooperation
between Korea and the latter countries using the elite network
• Announcement of the results of the 2010 Korea-China-Japan joint research project and the finalization of the content for the report to be submitted to the Korea-China-Japan summit
• Trade and resource cooperation with Turkmenistan
• Research on the laws and systems relevant to the FTA, in countries around the world (national
practices on FTA issues)
• A meeting between Korean, Chinese and Japanese think-tanks to discuss financial cooperation
in Asia and the major economic issues facing the region; and to share information
• A high-level policy seminar organized with the World Bank and the G20 Preparation Committee
to discuss the development issues that would form the new agenda items for the G20 Summit
in Seoul
• Exploration of a vision for Korea-China economic cooperation adapted to the new world economic order in the post-global financial crisis era
• Monitoring the status of progress of concrete discussions (by themes) on East Asian economic
integration in the post-global financial crisis era.
• Institutions for Integration toward an Asian Economic Community
• ADB Regional Economic Outlook presented alongside the delineation of the Korean government’s position
• Cooperation and exchange with major Chinese researchers based in central China
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• Cooperation and exchange between leading Korean and Chinese public research institutions
• Envisioning the next 100 years in Northeast Asia by looking back on the past 100 years
• Creation of the Asian Economic Panel with major Korean, American and Japanese think tanks
as leading members, and hosting a discussion on the Asian economy attended by guest scholars
from Asia, America and Europe (results published in Asian Economic Papers (MIT Press))
• Exploration of ways to expand economic cooperation between South Korea and Central/South
America
• Exploration of strategies for responding to the new international trade and financial environment
and economic growth amid the reshaping of the global economic order, with the rise of the G20
following the global financial crisis
• Hosting of the 5th joint seminar with ERI, as agreed upon in its MOU with KIEP, to discuss economic cooperation between South Korea and Russia, and seek ways to ensure continuous cooperation and exchange between the two institutions
• Economic and political conditions in ASEAN countries, the current status of ASEAN cooperation
and outlook
• Gathering opinions and perspectives of Korean companies and institutions overseas
• International conference between Korean and Chinese experts and government officials to
discuss new avenues of economic cooperation between the two countries ahead of anticipated
changes in the cooperative environment and policy tasks related to the North Korean issue (outlook and policy tasks for Korea)
• Analysis of the impact of crisis prevention methods proposed in the aftermath of the global financial crisis and the increased risk of national fiscal crises, resulting from the financial crisis,
in the Asian economy
• Study of the EU model in the quest for a regional integration model in East Asia
• Invitation of researchers from Central Asian Countries and discussion of ways to increase cooperation between South Korea and Central Asia.
• Exploration of ways to increase the level of social contribution of international aid by emerging
Asian donors, in the form of sharing their development experiences and directions for future
ODA policies
• Exchanges between Chinese researchers and China Studies scholars in Korea for sharing
of views on China’s regional development strategies and recent trends in related areas to be
shared
• Assessment of the results of the G20 Summit in Seoul, hosted in November 11, 2010; and the
discussion of future directions for South Korea
• Discussion about the concrete issues related to economic integration in South Asia by topic; and
exploration of new directions and strategies for cooperation
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> Korea’s Official Pool of International Economists (KOPIE)

As part of its ongoing efforts to organize international economic research teams (panel sessions)
and provide support for international conferences, KIEP has established and made active the use
of Korea’s Official Pool of International Economists (KOPIE) Database whenever petitioned to do
so by the government. While each research team consists of up to twenty economists, the panel
sessions carried out, under the auspices of various regional research groups, involve up to fourteen researchers. In order to maintain a certain level of consistency in terms of 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 2010
• Organization of Research Projects
- Organized a total of 43 research projects, namely those conducted by the International Macroeconomics and Finance Team (16 projects), WTO Team (1 project), FTA Team (1 project), FDI
Team (1 project), APEC Team (2 projects), Energy/Environment Team (1 project), ODA Team (2
projects), and the Center for Regional Economic Studies (21 projects)
• Participated in international conferences in the form of governmental delegations (9 occasions)
- Provided support to the Ministry of Foreign Affairs and Trade (8 occasions) and the Korea Communications Commission (1 occasion)

> Asian Economic Panel (AEP) and the Publication of
Related Academic Journals

In collaboration with Columbia University’s Earth Institute (EI) and Keio University’s Global Security Research Center, a number of think tanks and scholars in the Asian region got together to
establish an 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 has 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
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in panel discussions twice a year. It also publishes a series called Asian Economic Papers on a
triennial basis (MIT Press).

Notable Activities and Achievements in 2010
• Organized the Asia Economic Panel (biannually)
• During the 1st half, the Asia Economic Panel met for two days, on March 22 and 23, in the Incheon Sheraton Hotel. Eleven papers were presented during this meeting to present in-depth
studies on Asian countries’ responses in the aftermath of the global economic crisis; this was
followed by a discussion.
• The Asia Economic Panel was convened during the 2nd half in Keio University in Japan, on September 11 and 12. The growth model of China as it gained an increasing influence on the global
economy and trade imbalances were two of the popular topics covered during this panel session.
Eleven papers were presented.
• Publication of Asian Economic Papers
- Published on a triennial basis by MIT Press in the following order: Winter 2009 (Issue 1), Spring
2009 (Issue 2), Fall 2009 (Issue 3).

> Expansion and Upgrade of the KIEP Macro-econometric Model

KIEP has introduced a new Economic Analysis Model that effectively expands the one developed
in 2007 by including China and Japan. It also takes into account elements that were not properly
addressed by the past model. As importantly, a Korea-U.S.-China-Japan-RW model was formulated, with special attention being paid to the upgrade of the assets market. Based on this model,
the results of a quantitative analysis involving the economic effects that Korea, China, Japan, and
the United States would incur should a macro-economic shock of global proportions come to pass
were calculated.

Notable Activities and Achievements in 2010
• The model was used for eight tasks, including basic, ad-hoc and commissioned studies
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> KIEP-Trade Model and the Establishment of a Trade DB

By supplementing existing models, such as the International Macroeconomic Model, CGE Model,
and the International I-O Model, through the establishment of a basic trade-related DB, KIEP provides basic analytical data that can assist in the process of forging governmental policies. In addition, KIEP has established customs-related statistics and made these statistics programmable
so that they may be utilized in future policy research. KIEP also makes use of the CGE Model to
measure the effects of the FTAs concluded with major powers, and to establish key political and
economic statistics to assist research on trade with the US and the EU.

Notable Activities and Achievements in 2010
• Development of a CGE model aligned with the latest technological changes
• Preparations for application and operation of CGE model
• Accumulation of international trade index and tariff-related data

> Mid- and Long-term Trade Strategy Research : Research on
China by Region and Province

China’s growing importance on the world economic stage has caused the demand for China-related research and analysis, particularly detailed information by region and province, to sharply
surge in recent years. In 2010, KIEP set up its ‘Regional and Provincial China Research Division’ to
conduct in-depth and systemic research into the Chinese economy so as to support the government’s policy-making process and assist Korean firms in their overseas expansion bids.

Notable Activities and Achievements in 2010
• Expansion of the human network concerning China: three MOUs signed with leading research
institutions based in various provinces throughout China, seminars (four times) and roundtables
(six times) hosted and guest experts invited (three times)
• MOUs
- Huazhong University of Science and Technology –Wuhan (Nov. 4, 2010)
- Zhejiang University Center for Research of Private Economy (Nov. 5, 2010)
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- Jiangxi Academy of Social Sciences (Dec. 27, 2010)
• Seminars
- The Rapidly Changing Regional Economic Landscape of China and Our Response (Apr. 14,
2010)
- The Development of Central China and South Korea-China Economic Cooperation (Aug. 22,
2010)
- South Korea-China Investment Cooperation in the Age of Strategic Partnerships (Aug. 25,
2010)
- The Shift in China’s Development Strategy and Economic Trends by Region (Nov. 23, 2010)
• Roundtables
- Directions for Industrial Restructuring in China (Apr. 8, 2010)
- Details of China-Taiwan ECFA Negotiations and Their Influence on South Korea and Asian
Economic Integration
- Dr. Liu De-hai, Director of the WTO Center, National Chengchi University of Taiwan (Apr. 29,
2010)
- South Korea-China Research Exchanges in WTO and FTA-related Issues (May 25, 2010)
- Outward FDI Support Policy in Korea (presenter: Man-soo Ji, head of the China Team): Macroeconomic Research Institute of China (Jul. 1, 2010)
- Roundtable on during the 2010 visit by China’s Future-Oriented Exchange Project Economic
and Trade Mission (Sep. 7, 2010)
- The Current State of the Chinese Economy and the Prospect of Renminbi Appreciation (Dec. 2,
2010)
• Guest Experts
- Shanghai Institute for International Studies (Nov. 17, 2010)
- Professor Wang Xiaozu of Fudan University, China (Dec. 2, 2010)
- Jiangxi Academy of Social Sciences, China (Dec. 27, 2010, a team of five researchers)

> DDA Research Center

In addition to publishing a research series designed to improve the general 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, has helped not only in the development of government-level strategies for
the DDA negotiations, but also a national perspective on this matter. The DDA Research Center
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has striven to heighten national awareness vis-à-vis the principles of international economics and
market economy, as well as international norms.

Notable Activities and Achievements in 2010
• Publication of reports related to research projects
• DDA and market opening-related seminars (2 sessions)
• International trade law lectures and cooperative research on WTO regulation-related topics
• Operation of the KIEP Society for International Trade Research
• Support provided to the government
- Participation in meetings and roundtables hosted in Korea about WTO/DDA negotiations and
trade policy
- Overseas missions related to DDA negotiations carried out on behalf of the government

> 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 the
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 APEC-related studies through such means as the provision of support for government participation in the ASC International Conference, APEC Summit, meetings of economic and trade
ministers, as well as senior officials (SOM).

Notable Activities and Achievements in 2010
• Initiation and execution of APEC projects
• Participation in APEC-related meetings and provision of support to the government
• Visit from the Deputy Director of the APEC Study Center of Russia
• Publication of the APEC Study Series and APEC-related research/reference materials
•Operation of the official website of the APEC Research Consortium Secretariat
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> 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 analyzing the current trends in
the latter. More to the point, KEI seeks to activate the exchange of opinions through such means as
organized discussions involving leading opinion makers, Korea-U.S. policy seminars, and KoreaU.S. joint academic conferences. KEI also implements academic and policy-related projects on
behalf of the government as well as playing a facilitating role for 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.

Notable Activities and Achievements in 2010
• Collection/provision within the United States of materials related to the analysis of trends in
Korea and Asia
- Publication and dissemination of the “KEI Reports” series to domestic and international organizations (the series features in-depth reports on economic issues related to Korea and Asia, and
is published in the United States)
• Promotion of the Korean economy and economic policy in the United States
- Publication and dissemination of the Korean Insight (monthly) and Korea’s Economy (annual)
series, and distribution of papers presented during academic seminars to leading media outlets in the United States as part of efforts to effectively inform U.S. political circles of the state
of the Korean economy
• Academic discussions and seminars

> KIEP Beijing Office

The KIEP Beijing Office analyzes the current trends in China, and seeks to promote Korea’s economy and policies in the latter. The KIEP Beijing Office is able to provide important information in a
timely manner through its series known as China Economy Briefing. The Office also facilitates the
exchange of opinions between Korea and China through the Korea-China Economic Forum.
The KIEP Beijing Office’s provision of objective and practical information has contributed greatly
to China-related policymaking in Korea. Moreover, by strengthening the networks between Korea
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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 2010
• Published Chinese Economy Briefing
• Organized the Korean Economy Forum (7 sessions)
• Publication of the 23rd issue of KIEP Beijing Office Briefing
• International seminar ‘Vision for Korea-China Economic Cooperation’ held to commemorate the
15th anniversary of the creation of the KIEP Beijing Office
• Seminar hosting: 8th KIEP-AMR Joint Seminar, Global KOREA 2011, the first international seminar to be hosted by the Regional and Provincial China Research Team
• Research networking: 68 instances with the Chinese side, 98 instances with Korean research
organizations and researchers
• Support activities: head office (61 instances, including 14 cases of overseas mission support), 33
cases of support for the government, 30 cases of private-sector support and 70 cases of press
and media support
• PR for the Korean economy: Economic Bulletin (11 times ), Korea‘s Economy 2010, contributed
articles to the Legal Daily (China), participation in a meeting of the Chinese Society for Future
Strategy Research, activities related to economic cooperation in Northeast Asia and the supply
of research materials related to North Korea held at KIEP

>J
 oint Training of Regional Specialists through Graduate Schools of International Studies

As part of its efforts to develop networks with regional economic specialists, specialized research
institutions situated abroad, and 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 educational program, namely those from Korea University, Hankuk University of
Foreign Studies, Chung-ang University, Hanyang University, and Seoul National University.
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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 that has
emerged at both the national and educational institution levels.

Notable Activities and Achievements in 2010
• Operation of a program covering 10 world regions including Southeast Asia, the Middle East and
Africa, India, Central Asia, the US, Europe, China, Japan, Central and South America and Russia
• Review and external audit of university annual reports, financial statements and business plans
to establish operational strategies

> Studies in Comprehensive Regional Strategies - Central Asia

KIEP has sought to strengthen Korea’s foreign economic policy capacity by expanding the available regional studies in the main industrial fields and economic systems associated with strategic
economic countries (regions), in a concrete and practical manner. Moreover, by implementing
strategic regional studies and expanding the domestic and international networks in a manner
that reflects Korea’s actual circumstances, it has attempted to establish a foundation for longterm economic exchanges and cooperative relationships with strategic countries (regions). Furthermore, in its capacity as a part of the infrastructure responsible for the implementation of
national policies, KIEP has set out to collect and accumulate information, materials, and studies
related to key regions (countries), as well as to establish a network system that makes it possible
to share such information amongst researchers.

Notable Activities and Achievements in 2010
• Operation of the Central Asia Research Forum covering areas including trade and investment,
energy and basic research, and the publication of a five-volume strategic report on Central Asia
- A call for papers targeting Central Asian researchers, with selected papers published into a
two-volume collection
- Operation of CAF (Central Asia Forum), dedicated to Central Asia, to collect research information from Korean and overseas sources
• Main output
- Five-volume Strategic Report on Central Asia (investment attractiveness analysis of Central
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Asian countries and strategies for Korean enterprises for making inroads into this region; energy plant market forecast for six Central Asian countries and Korea’s strategy for market participation; study on the ruling elite of Uzbekistan; Korea’s national image in Central Asia and
basic research in view of a program to transfer Korea’s development experience)
- Central Asia research papers/two volumes (politics, culture, economy, resources, science)
• Miscellaneous
- 2nd Korea-Central Asia International Academic Symposium held in Kyrgyzstan
- Academic symposium on Central Asia jointly organized with research institutions in Korea
- MOUs signed with government research institutes in Azerbaijan, Turkmenistan and Kyrgyzstan

> Reinforcement of the Regional Economic Studies Project

KIEP has established a ‘regional study infrastructure and network’ to facilitate the implementation
of regional studies around the world. As part of its efforts to integrate its regional studies DB and
increase the amount of available information on a national scale, KIEP expanded its BRICs Information Center to EMERICs, which features information on 50 newly emerging countries. KIEP also
provides systematic information about regions where an interest in research and investment has
been expressed, supports the education of human resources specializing in regional studies, and
maintains networks between regional specialists in order to facilitate the sharing of new information and studies on individual regions.

Notable Activities and Achievements in 2010
• Operation of the Global Regional Expert Development Program
- Regular program: Central China Megalopolis Expert program
- 2nd half program: Central and South America Expert program
• Creation and operation of a knowledge/information web portal on emerging market countries
- Expansion of national information resources through diversification of world region-related
databases and their use for knowledge creation
- Website advertisements to tap potential demand for emerging market country information, targeting regional studies researchers specializing in emerging market countries and companies
interested in establishing operations in these countries
• Operation of the CRES Visiting Fellows Program
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- Visiting fellows program for scholars and experts from eminent institutions in emerging market
countries
- Information exchange in wide-ranging areas and human networking with economists from
government research institutions in emerging market countries
• Expansion of the scope of cooperation with regional studies institutions at home and abroad

> Support for the Establishment of a Northeast Asian Development Bank

KIEP has carried out theme-based research projects designed to facilitate the activation of international discussions, since 1990, on the subject of the establishment of a Northeast Asian Development
Bank. Efforts have been made toward this end, to ascertain the desirable direction for the establishment of the Northeast Asian Development Bank and to achieve necessary international consensus.

Notable Activities and Achievements in 2010
• Publication of seminar proceedings
- Held discussions on the need for financial support on the advent of economic integration in the
Northeast Asian region, a matter which has been regarded as being of great importance amidst
the current global financial crisis
- Held discussions about a possible mechanism and measures to actualize a multilateral financial organization
- Held discussions on the establishment of a Northeast Asian Development Bank, the future
direction thereof, and strategies

> Strengthening the Northeast Asian Research Network

Through such means as the invitation of foreign scholars with expertise with respect to Northeast
Asia and East Asia, research exchanges, and the formation of human networks, KIEP has been at
the forefront of the establishment of a hub for research activities related to Northeast and East Asia.
It has also collected and classified information produced by KIEP and other domestic and foreign
research institutions, related to trends in Northeast (East) Asian economic cooperation, academic
materials, and specialized research. The above information is disseminated s through its website.
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Notable Activities and Achievements in 2010
• Seven overseas scholars invited for a research stay to conduct studies on topics agreed in advance with KIEP, with their results presented through internal seminars
• Exchange of opinions between internal and external experts on key issues currently affecting
the Northeast Asian region and economic cooperation in East Asia, through expert seminars
and policy roundtables

>J
 oint Research Projects on South Korea-US Relations, North Korea and Issues Pertaining to the Korean Peninsula

KIEP conducts educational programs aimed at nurturing US experts on ROK-US relations and
issues pertaining to the Korean peninsula, provides support to US policy research institutions specializing in ROK-US relations and key political and economic issues related to South Korea; and
carries out projects to build knowledge and human networks between the two countries. Concretely, we expand the research infrastructure by expanding the graduate programs in Korean
Studies and invite former and current officials of the US State Department and Korean experts
in the US as guest lecturers, utilizing them as diplomatic knowledge assets. KIEP also strives to
maintain an active dialogue between US and Korean experts through its Visiting Scholar Program,
High Level Discussions and Policy Dialogue Program.

Notable Activities and Achievements in 2010
• Policy research project on ROK-US relations and issues pertaining to the Korean peninsula:
working paper series, special reports and annual reports on ROK-US relations by SAIS MA candidates
• Joint research on the North Korean economy (with the NEAR Foundation)
• KIEP-SAIS Forum hosted
• Annual US-Korea report
• Human and knowledge networking related to US-Korea relations: hosting of meetings, roundtables and conferences with former and current US officials and diplomats, pundits and scholars
with specialized knowledge of Korea-US relations, and cultural events to expand the human and
knowledge networks between the two countries (some seminars hosted on a private basis either
in consideration of the special character of Washington D.C. or due to the sensitive nature of the
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topics covered)
• Main output
- Number of Korean studies scholars increased to 22, making the US the 2nd largest, after China,
in terms of Korean studies programs being offered
- Publication of research reports on diverse topics, and special research reports
- Operation of the Korea Forum
- Operation of the DPRK Economy Forum
- Creation of positive perceptions about South Korea in Washington DC
• Others
- Award of scholarship grants to Korean Studies students (10 recipients)
- Expansion of Korean language educational programs

> Proposal for Strengthening International Economic Research

• Building Research Cooperation Systems with Major Economic Regions
To accurately analyze the rapid changes taking place in the world economic order, such as global
imbalances, the weakness of the US dollar amid the economic downturn in the US, China’s economic rise, worries about global inflation and the liquidity crunch, and to predict their impact on
Korea and develop appropriate response strategies.

Notable Activities and Achievements in 2010
• Special leave of absence
- A special leave of absence granted to employees with a PhD, or equivalent qualification, to provide them with the opportunity of an extended sojourn in an external institution to improve their
research capacity and expand their human network
• Training in external institutions
- KIEP provides its staff members with the opportunity to improve their knowledge and skills related to their tasks and practical application thereof through training and education conducted
in external institutions located both in Korea and abroad
• Job capacity building/training
- To help employees expand their job-related knowledge and skills and to strengthen the practical application of their knowledge and skills, KIEP arranges for regular staff training and educational sessions, conducted both in Korea and overseas
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> Information Management

As part of its ongoing efforts to strengthen its support of research activities, KIEP operates a Digital
Library. The Digital Library offers individual researchers information related to their research topics
and provides an online list of research materials contained in the KIEP library. The 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 projects. KIEP has also expanded
its cooperation with Korean and international academic societies and associations and frequently
offers educational courses related to the practical use of information and its core DB.

Notable Activities and Achievements in 2010
• Construction of the library information system “Digital Library”
• Digital library system implemented along with SFX, a full text linkage tool, and RefWorks, a reference text management tool
• Dissemination of 24 reference lists for basic research in 2010 (60 references, on average, for
each research task, a total of 1,500 references/970 pieces of full text)
• Satisfaction survey on the reference list is available
• Planning and content development for the G-20 Information Center

> Operation of Computerized DB Systems

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.
In addition, KIEP has made efforts to create a user-friendly website and to strengthen its computational infrastructure.

Notable Activities and Achievements in 2010
- Knowledge Information System (KINIS) upgraded

KIEP 2010 ANNUAL REPORT

33

| Overview of KIEP’s Projects and Activities |

- Upgrade made to the Administrative Information System
- Research reference database (12,000 pieces of information) built for the Knowledge Management System (KMS)
- Development of a website conformant with web accessibility standards
- Upgrade made to the Library Automation System (LAS)
- Strengthening of information security: diagnosis of system vulnerabilities and the operation of an
intrusion detection/blocking system

> 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 Update and Regional Economic Focus. KIEP also publishes the Journal

of International Economic Studies, which includes outstanding papers, written both by Korean and
international researchers, on a semiannual basis. All of KIEP’s publications are available online, and
active exchanges of such publications take place with Korean as well as overseas institutions.

Notable Activities and Achievements in 2010
- Publication of research reports, reference materials and the results of joint research with the
National Research Council for Economics, Humanities and Social Sciences: a total of 115 publications
- Publications on current issues: a total of 146 publications (KIEP World Economy Update No. 39,

Regional Economic Focus No. 43, Current Issues of the Chinese Economy No. 32, Provincial Economic Trends in China No. 32)
- Journal of International Economic Studies, 1st & 2nd issues published in 2010/selected to receive
the Best Paper Award
- Publication of the Annual Report and a collection of research report summaries, 20th-Anniversary Special Edition Publication List: in Korean and English
- Release of a DVD edition of the publication database
- Dissemination and sales of publications/membership program
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> Public Relations
KIEP has actively conducted public relations work through such means as contribution of articles
to media outlets and publication of special articles. Meanwhile, the results of its studies and its
latest news are made available through KIEP web magazines. It has also increased the accessibility to its newsletter, the KIEPzine. To forge an image as the “World’s Leading Think Tank”, KIEP
publishes a variety of PR literature whilst making simultaneous efforts to improve its PR system
to enhance the efficiency of related activities.

Notable Activities and Achievements in 2010
- Strengthening PR efforts abroad: improvement of capacity of researchers to obtain information
through expansion of the global human network; construction of a collaboration system with
overseas PR-related institutions
- Stepping up online PR activity: overhauling of the newsletters; management of newsletter subscribers; supply of information published by the ‘Knowledge Economy Information Portal’; management of the ‘PR Room’ menu
- Strategic integration of PR activities: establishment of a plan for the publicity/dissemination of
research results; 859 press reports; press conference held with Strategy and Finance Ministry
correspondents; user awareness/satisfaction surveys conducted
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① Research Trends in 2010
● As expectations of economic recovery rose with the global financial crisis showing some
signs of abating, at least concerning international macro-finance, the focus of the research shifted to the analysis of changes that were anticipated to occur in the post-crisis
international financial and economic environment, and the related response strategies
of Korea.
● In trade and commerce, as import restrictions by the governments of major countries
were anticipated to continue amid the slowdown of worldwide economic growth, with a
concomitant deceleration in trade growth, and the resulting likelihood of an increase in
societal interest in the re-evaluation of Korea’s growth strategy and trade policy, KIEP’s
research largely centered on the Korean response to changes affecting the post-crisis
global trade environment.
● Concerning regional studies, in line with the recovery of the world economy and changes
in the global economic order, the economic trends in major countries and regions were
assessed and predicted in a timely manner, and strategies for expanding Korea’s exchange and cooperation with certain countries were suggested.
- In-depth research was conducted in such strategic economic partner regions and
countries as China, India, the ASEAN and Central Asia, while integrated research on
multiple world regions was also stepped up.
● With regard to Northeast Asia and the development of cooperation, directions for economic integration in Northeast Asia and East Asia were explored together with strategies for promoting economic integration. Research was also conducted on directions
for international cooperative policies to foster economic cooperation between North and
South Korea and accelerate the opening and development of the North. Meanwhile, as
Korea became a member of the OECD’s Development Assistance Committee (DAC),
various policy directions for both increasing the nation’s official development assistance
(ODA) quantitatively and improving quality of such aid were proposed.
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② Basic Research Tasks

Analysis of Comparative Advantage
Patterns and Its Policy Implications
Nakgyoon Choi and Hongshik Lee
(In Korean)

●

World trade, which was substantially reduced in 2009 due to the global economic
crisis, has begun to recover this year. However, global imbalances have not been completely remedied, and are expected to become bottlenecks that will hinder sustainable
growth of the global economy. This study analyzes the changing patterns of comparative
advantage since the early 1990s and investigates the sources of comparative advantage
in major countries including the US, EU, China, Japan, Korea, the ASEAN countries,
India, Brazil, Mexico, and Russia among others.
In the second chapter, we analyze the various types of comparative advantage indexes for the above-mentioned 10 countries. The analysis of Balassa's Revealed Comparative Advantage (RCA) reveals that the RCA indexes for Korea, India, Russia, and
Brazil turned out to be relatively high. The analysis of the Index of Revealed Symmetric
Comparative Advantage (RSCA) indicates that Korea, China, the ASEAN countries,
the EU countries, Brazil, and Russia are currently maintaining comparative advantage
in the world market. Analysis of index of trade concentration reveals that Korea, Japan,
the ASEAN countries, India, and Brazil concentrate on specific export products. When
we decompose the intra-industry trade (IIT) into horizontal trade, high-quality vertical
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trade, and low-quality vertical trade, it reveals that the share of Korea's horizontal trade has
increased, while low-quality vertical intra-industry trade dropped recently and high-quality
vertical intra-industry trade has stabilized.
The third chapter investigates the dynamic patterns of comparative advantage using
various approaches including the Markov transition matrix, the marginal intra-industry index, and the Galtonian regression models. The analysis of the Markov transition matrix
reveals that the probability of products staying at the same level of comparative advantage
is relatively high. The measurement of the marginal intra-industry index (MIIT), which
decomposes the inter-industry trade into increase in the previous specialization (IPS) and
the specialization shifts (SS), indicates that the marginal intra-industry trade index increased
before the global economic crisis in 2008, but dropped after the crisis. The estimation of the
Galtonian regression models reveals non-existence of β-specialization in most countries.
The fourth chapter derives a consolidated regression equation to estimate the sources of
comparative advantage, integrating the Heckscher-Ohlin model, the Ricardian model, and
the gravity model. It also sets up a consistent dataset for the 65-country and 42-industry
based on the GTAP, the World Bank, and the UN databases.
The estimation results generally confirm the three competing models. The signs of the
estimates such as production factors and total factor productivity turned out to be positive in
all significant results. In addition, the gravity variables including the distance variable and
dummies such as borders, languages, colony, and FTA explain the changes in trade share
very well.
The explanatory power of the three competing models, however, turned out to be different depending on regional and sectoral groups. A sign of the capital turned out to be negative
in case of the regressions for the natural resource intensive sector, but they are not statistically significant. In case of the Ricardian model, this paper does not indicate that technological difference is statistically significant for the sectoral groups. It is interesting to see that the
sign of the colony dummy for developed countries, other European countries, and Central
America turned out to be different from the prediction. It is also notable that the sign of the
FTA dummy for Africa turned out to be negative due to the trade diversion effect.
The fifth chapter examines the relationship between measured comparative advantage
according to the factor proportions (Heckscher-Ohlin-Vanek-Leamer) hypothesis and Korea's embodied trade against its major trading partners.
The results reveal that Korea is most abundant in unskilled labor and least abundant in
skilled labor when measured against the United States and Japan. The opposite is observed
when measured against China. The results also show some evidence that Korea's human
capital abundance has increased between 1995 and 2005, but the extent is still quite small.
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The sixth chapter suggests future policy directions as follows. First, Korea needs to
set up policies to diversify its exports and identify promising competitive products in the
world market. In addition, it needs to upgrade the technological competitiveness in order
to grow into a major trading nation. Second, Korea should strengthen the various sources
of comparative advantage to adjust itself to the changing structure of world trade and homogenizing consumer demands. Korea needs to set up global FTA networks to make the
best of its sources of comparative advantage. Third, Korea needs to set up an institutional
framework to support the accumulation of human capital. It is because the importance of
human capital relative to physical capital has been increasing as a source of comparative
advantage in Korea.

Korean MNEs and Domestic Economic Activity

Hea-jung Hyun, Yong Joon Jang, Jungu Kang, Hyuk Hwang Kim, and Chul Hyung Park
(In Korean)

●

The value of investment by Korean multinationals rose dramatically from less than USD
100 million in 1985 to USD 19.4 billion in 2009, albeit decreasing somewhat in 2009 due to
the worldwide economic downturn. Accordingly, the potential domestic impact of the rapid
increase in overseas activities by Korean multinational enterprises has been a source of
widespread public concern and a hotly debated issue. On one hand, FDI outflows generate
fears that such investment displaces domestic employment and capital investment, resulting
in reduced productivity-in other words, a hollowing-out effect. On the other hand, alterna-
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tive perspectives suggest that growth in FDI abroad may increase levels of domestic activity
by boosting productivity through off shoring of tasks losing competitiveness at home. Despite the economic and political debates on the effects of outward FDI, it is difficult to find
rigorous empirical works of research that explore the performances of Korean multinationals in their overseas activities.
Motivated by this lack of evidence on domestic economic effects of Korean FDI abroad,
this report aims to assess the performances of Korea’s outward FDI and draw policy implications. Using industry-level data from the NSO (National Statistical Offices), the effect of
FDI by Korean MNEs on domestic productivity, trade and employment are examined. To
better understand the mechanism behind the impact of FDI abroad on each economic indicator, we further estimate the size of the impact on production and employment by sector
using the Korean Input-Output Table.
The main finding of this report suggests that a 1% increase in FDI abroad can raise industry productivity by 0.004~0.009%. The outflow of investment by Korean multinationals
may negatively affect employment in the first year of investment, but this effect dissipates
over time. The impact can differ across skill intensities. The employment of unskilled labor
can decrease in the short term, but the statistical significance disappears in the long run.
As for skilled labor, employment increases in the long run. An empirical study on FDItrade nexus finds that foreign activities by Korean MNEs can increase both exports and
imports. A 1% increase in outward FDI can raise exports by 0.07~0.08% and imports by
0.187~0.192% respectively. An analysis using input-output table further shows that the net
effect of FDI on domestic production and employment can be significantly positive because
the complementarity between FDI and trade outweighs the crowding out effects of FDI
outflows on domestic capital.
The conclusion that can be drawn from the results of this report is that in the short run,
outward FDI by Korean firms can lower production and employment through relocation of
production sites. In the long run, however, structural adjustment via reduction in low value
added work, specialization, and increase in trade volume can jointly contribute to facilitating productivity and expanding demand for skilled labor.
Based on the results, this report may allow firms to gain useful information in establishing strategic objectives regarding FDI outflows on one hand, and suggest important policy
variables for policy makers to consider on the other.
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LinKage Strategies for Korean ETS in
Post-Kyoto Regime

Jeongmeen Suh, Young Gui Kim, Ji Hyun Park, Jeong Gon Kim, and Hye Yoon Keum
(In Korean)

●

There can be many perspectives on what a concrete form of the post-Kyoto regime will
look like. However, in any case, it is likely that a certain period of time will elapse before
it is completely settled down as a comprehensive legal form. This research presumes that
the international climate change policy architecture will evolve into a comprehensive international norm, but gradually. And in the meantime, the multilateral agreement will assume
a loose form compared to the Kyoto Protocol and it will be complemented by bilateral
treaties. This study recognizes the importance of bilateral cooperation during a transitional
period of multilateral norm formation. In this study, one such bilateral cooperation we focus
on is ETS (Emission Trading Schemes) linkage between at least two different countries or
regions.
ETS linkage is attractive to policy makers in that the linkage expands the size of the
permit market which leads to a reduction of total abatement costs in both markets. Such
cost reduction enhances the effectiveness of persuasion of interest groups against the introduction of mandatory caps and trade systems. In addition, by equalizing carbon price
among linked schemes, linkage can lessen the carbon leakage problem and concerns over
competitiveness.
In terms of directions, there are two different types of linkages: direct and indirect. If
the only concern is abatement cost reduction, linking between two schemes is more effective than sharing a common scheme between two separated schemes. The advantages of
indirect linkage come from its one-way directional property. When a link is unidirectional,
it is easier to be disconnected whenever a linkage brings about an undesirable consequence,
such as a huge volatility of carbon price in the linked scheme. Especially, in the early stages
of formation of a new international climate change agreement, it is necessary to respond
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flexibly to rapidly changing international policy environment. In short run, for this reason,
indirect linkage is preferable for ensuring policy sovereignty. And direct linkage is suitable
for long term policies.
In discussion of a short-run linkage strategy, we suggest offset market differentiation;
breaking down common credit systems by a country’s abatement technology level. When
several ETSs share a common credit system, a CDM (Clean Development Mechanism), for
example, profits from the linkage are distributed into each country unevenly. A bigger share
of linkage benefit goes to a country which has a higher marginal abatement cost or a higher
reduction target. International offset market segmentation may eliminate such an uneven
distribution of linkage benefits, as well as it making it easier for developing countries to
participate in reduction efforts. It is consistent with the fundamental principle of UN Convention on Climate Change: ‘common but differentiated responsibilities.’
For a long-run linkage strategy, we examine both partial and general equilibrium analyses. In our partial equilibrium model, we found that cost containment measures such as
imported permit discount may help a country maintain its environmental policy autonomy
to some degree.
To investigate the economic effects of linkage on the overall economy beyond the permit
market, we use a CGE (Computable General Equilibrium) model, specifically GTAP-E. In
case of indirect linkage, we consider a part of Korea’s national reduction target (BAU 30%
by 2020) to be implemented in other developing countries, which may describe mutual
recognition by bilateral agreement as well as purchasing CERs within a UN framework.
The bigger the portion of the reduction target implemented in other developing countries,
the less will be the economic burden on Korea. It is because mitigation costs in developing
countries are lower than those in Korea for the same reduction in emissions, which enables
Korea to avoid the necessity of production reduction to reach the target. The result shows
that both ASEAN and China are suitable linkage partners of Korea meaning that both Korea
and linked countries become better off by linkage. In case of indirectly linking to India, we
may expect India would be reluctant to link up since India would suffer a slight real GDP
loss by linkage, while Korea benefits.  
In case of direct linkage, we consider Annex 1 countries which have already introduced
or will introduce ETS in near future. In general, Korea will experience both real GDP and
welfare loss by such direct linkages to countries with a higher marginal abatement costs.
This result is similar to that of partial equilibrium analysis but the reasons are more complex.
Besides decrease in production activity from selling permits, there may be terms of trade
effect and inefficiency in resource allocation.
Finally, we consider a regional linkage between developing and developed countries
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in East Asia. Specifically, combinations of Korea-China-Japan, Korea+Japan+ASEAN,
ASEAN +3 is considered. The result shows us that Korea-China-Japan and ASEAN+3 are
preferable to Korea and Japan. In those cases, China experiences a decrease in real GDP but
gains in terms of welfare. It implies that likelihood of climate change cooperation in East
Asia through ETS linkage will depend on how much change in social welfare relative to that
of real GDP China would consider.

Korea's Rules of Origin for East Asia Integration

Mee Jin Cho, Han Sung Kim, Minsung Kim, and Jooyoung Yang
(In Korean)

●

Throughout the globe, many free trade agreements (FTAs) have been signed, negotiated
or implemented. Amidst the increasing trend toward FTAs, Korea has also been actively
pursuing FTAs with many strategic trading partners. Recently, Korea has completed seven
FTAs, including: Korea-Chile FTA, Korea-Singapore FTA, Korea-EFTA FTA, Korea-ASEAN FTA, Korea-U.S. FTA, Korea-EU FTA, and Korea-India CEPA.
As for the advantage and disadvantage of having multiple FTAs, the first thing that
comes to attention are benefits of enhanced market access opportunities vs. costs of complexity created by rules of origin (ROOs). As existing studies have already pointed out, the
positive economic effects from trade liberalization can be reduced due to the complexity of
ROOs. With multiple FTAs, the operational complications stemming from different ROOs

KIEP 2010 ANNUAL REPORT

45

| Review of 2010 Projects |

lead to higher compliance costs for local firms, which are likely to exceed benefits from FTA
preferences. Therefore, firms may eventually give up on the use of FTA preferences.
Indeed, there have been growing concerns regarding the complexity and inconsistency
imposed by the ROOs in Korea’s FTAs. Accordingly, there is a growing consensus that
Korea needs to build its own position on the ROO and apply them to the remaining FTAs.
Motivated by this necessity, this study attempts to propose possible suggestions for Korea’s
FTA rules of origin.
After completing the FTA negotiations with the U.S. and EU, the remaining task for
Korea’s FTA policy is to form FTAs with China and Japan. It should be noted here that in
the case of Korea’s FTA with China and Japan, any kind of FTAs can be possible: a series
of bilateral FTA with each country, a trilateral FTA, or a plurilateral FTA including ASEAN
countries. In this regard, the scope of our discussion is expanded to include the issue of East
Asian Integration, to cover all possibilities.
This study begins with a discussion of the dynamics of East Asian Economic Integration and the importance of adopting a unified ROO for this region. Then, it follows with
a detailed examination of ROOs in Korea’s existing FTAs as well as ASEAN+1 FTAs.
The ROOs in the ASEAN+1 FTAs are relatively simple and consistent across agreements
compared to the ones in Korean FTAs. In fact, the ASEAN+1 style would be a good starting point as an enabling model for the ROO in achieving East Asian Integration. Given the
above, Korea’s position on ROOs in FTAs with East Asian countries should not be different
from the ASEAN+1 FTAs.
Then it goes on to analyze the results of the survey conducted by Gallup Korea. In all,
1,500 firms participated in this survey and around 80 percent were SMEs. The main part of
this survey asked for suitable rules of origin to receive FTA preferences. It should be noted
that most of firms in the manufacturing sector chose ‘wholly obtained criteria’ as the suitable rules of origin to receive FTA preferences, which reduces the reliability of the overall
survey results.
So far, five FTAs have entered into force in Korea, and the focus of Korea’s FTA policy
currently is on implementation of the FTAs. However, it turns out that domestic firms still
lack information about the ROOs, which is the basic concept they would need to know in
order to use the FTAs. Collecting reliable information from firms is a prerequisite for building a proper model for Korea’s position on FTA rules of origin. Therefore, it is necessary to
help domestic firms acquire correct and practical information about FTAs. Given the different level of expertise among firms; various seminars, training opportunities, or consulting
should be provided frequently throughout the countries.
Finally, this study sets out guidelines for Korea’s own model of FTA rules of origin. In
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building Korea’s position on ROOs, emphasis is placed on the need to support the sophisticated production networks in East Asia, to maintain consistency vis-à-vis ROOs in the
existing FTAs, and to improve the domestic regime related to the ROOs.
Even though the ROO is the direct result of the FTA negotiations, Korea seemed to put
the least priority on the ROOs among the various FTA negotiation topics. It can be explained
by the fact that Korea has not built a concrete position on ROOs. For the remaining FTAs,
Korea should engage in efforts to adopt a simple, unified and consistent position on ROOs
to reap the full benefits of the multiple FTAs.

APEC's Progress towards the Bogor Goals:
Challenges and Prospects for Regional Economic Integration

Sangkyom Kim et al.
(In Korean)

●

In November 2010, the Leaders of APEC gathered in Yokohama under the 2010 theme
of “Change and Action” to articulate their vision of further building and integrating the
Asia-Pacific Economic Community in the 21st Century, and to forge paths to realize that vision. They endorsed the Report on “APEC’s 2010 Economies’ Progress Towards the Bogor
Goals”, agreed on the APEC Leaders’ Growth Strategy, and issued instructions to expedite
work in strengthening and deepening regional economic integration in the coming year.
They reiterated their commitment to take concrete steps toward the realization of a Free
Trade Area of the Asia-Pacific (FTAAP).
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In this regard, there is no doubt that the Korean government needs to set up relevant
strategies for its participation in APEC’s ongoing REI activities. To this end, this paper first
analyzes APEC’s 2010 Economic Progress Towards the Bogor Goals and reviews achievements as a result of APEC activities for economic integration, and these achievements are
identified empirically by quantitative analysis.
Chapter II examines, with various data sets and analytical tools, the nature and structure
and characteristics of APEC’s economic growth since the Bogor Declaration in 1994. The
outcomes reveal that significant institutional and market-driven integration has progressed
in the Asia-Pacific region, the world’s most dynamic economic region. The analysis of the
economic environment indicates that economic integration in APEC creates strong positive
welfare effects. For starters, the Asia-Pacific region accounts for 40% of the world population as of 2009; the combined economies of APEC countries account for 54.5% of the
world’s GDP and 34.1% of trade in goods as a percentage of GDP. FDI inflows to the APEC
region reached US$440.4 billion or 40% of the world total, with FDI outflows from APEC
economies growing to US$579.7 billion or 53% of the world total. Aside from the size of
its collective economy, APEC has been exerting a great influence in the world economy
with a diverse array of activities for economic cooperation over the past 20 years. Although
there were no remarkable changes in intra-regional dependency in trade and investment, the
trend towards the expansion of RTAs/FTAs is distinct within APEC. The number of RTAs/
FTAs implemented by APEC economies stands at 119 and intra-APEC RTAs/FTAs account
for 50% (60 intra-APEC RTAs/RTAs). In general, the characteristics of APEC members’
RTAs/FTAs depend on geographical proximity. However, the recent FTAs/RTAs have tended toward diversifying their partners in terms of regions. It can be interpreted as economic
factors and geographical proximity being taken fully into consideration in selecting RTA/
FTA partners. The quantitative and qualitative analyses are employed to find out whether
intra-APEC economic factors; including size of the economy, trade barriers, trade size, trade
costs, industry structure, economic development, etc; can bring about strong positive welfare effects by facilitation of trade and investment. The results of the analysis reveals that
economy of scale from regional economic integration, growing efficiency from competitive and integrated intra-APEC market, and strengthened industrial competitiveness lead to
increase in welfare. It can also be seen that development gap and mounting trade costs will
not lead to much negative effect.
Chapter III provides the sectoral improvements and implications of APEC’s progress
for the Bogor Goals based on fact sheets submitted by 13 economies, referred to as “2010
Economies”. The major findings are as follows. First, trade in goods by APEC economies
was US$11.4 trillion in 2009 with 7.1% annual growth during the period 1994-2009, with
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US$2.4 trillion being traded in services. The annual growth of FDI inflows is 13%, and
12.7% for FDI outflows. Second, average of MFN applied tariffs decreased from 8.2% in
1996 to 5.4% in 2008, compared to a world average of 10.4% in 2008. This decrease in
intra-APEC trade barriers is attributed to the spread of intra-APEC RTAs/FTAs and voluntary liberalization measures. Third, the agreed commitments in the RTAs/FTAs attained
deeper liberalization on trade in services than the GATS commitments. Fourth, the number of bilateral investment treaties (BIT) providing most favored nation (MFN) treatment
increased from 160 in 1996 to 340 in 2009. Fifth, tremendous improvement was made in
trade facilitation through streamlining of customs procedures and their alignment with international standards. Between 2002 and 2006, Trade Facilitation Action Plan I met its target
of 5% reduction in trade transaction costs for businesses regarding trade in the region. Nevertheless, progress in lowering and eliminating tariffs has not been uniform across sectors.
Tariffs on clothing, agricultural products, and textiles remain higher than the APEC’s overall
average tariff across all goods. As for services, there remain restrictions in sectors including financial, telecommunications, transportation and audiovisual services. With regard to
investment, there are sectoral investment restrictions in the form of prohibition or capital
ceilings. Additional sectoral efforts are needed.
We draw the following policy implications and tasks from the 2010 Bogor Assessment.
First, APEC and individual APEC economies, in pursuing free and open trade and investment, have made visible progress toward sustainable growth. The efficient construction of
mechanisms for regional economic integration requires more practical and systemic work
including cost-benefit analysis and analysis on the impact of APEC’s activities on trade
and growth, rather than providing mere policy directions. Second, the 2010 Bogor Assessment should have provided accurate diagnosis on achievement of the Goals and prescribes
remedies to shore up the weaker sectors. In this respect, 2010 Bogor assessment needs to be
differentiated by a Mid-term stocktake of progress towards the Bogor Goals in 2005 which
presents a roadmap for achieving the Goals. The 2010 Bogor Assessment uses more flexible and objective assessment tools in taking a dynamic approach in light of changes in the
economic environment and information technology development. Notwithstanding, there is
a problem that the “Fact Sheet” submitted by 13 economies for final assessment has little
distinct progress compared with the Matrix of a Mid-term stocktake, in terms of assessment
composition and analysis systems. In addition, it focuses more on exploring best practices
rather than evaluating the progress and drawbacks in a balanced manner. Third, the participation of 13 economies for the 2010 Bogor Assessment, which was supposed to be 5 economies originally, will create more favorable circumstances for APEC’s activities for regional
economic integration. In light of consensus building, which is APEC’s primary principle in
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decision-making, majority participation will be a catalyst for prompting regional economic
integration in the form of peer pressure.
Chapter IV presents the extent of the increase in national income from trade creation that
APEC activities contribute to, using the gravity model. The gravity model analysis is used
to find out how much APEC activities contribute to trade, as well as to the growth of APEC
and non-APEC economies. The estimate from fixed effects of Panel Data Analysis indicates
a 34.4% increase in intra-APEC trade and an 11.6% increase in trade between APEC economies and non-APEC economies. It implies no trade diversion effects, which does not reduce
trade with non-member economies for more intra-APEC trade. Using time-varying exporter
and importer fixed effects model, the result reveals that the formation of APEC raises intraAPEC trade by 90% and APEC’s trade with non-APEC economies by up to 44.5%. For the
past 25 years, previous studies show that trade between APEC and non-APEC economies
create positive effects for economic growth.
Chapter V addresses ways to strengthen regional economic integration for the realization of the Asia-Pacific Economic Community and work that needs to be done, followed
by policy and strategic implications for Korea. First, Korea should keep track with changes
in economic circumstances of major member economies, as they relate to expansion and
reinforcement of Korea’s FTA Roadmap, to develop strategies and to promote regional economic integration. Second, it is necessary to establish Korea’s position towards the formation of an FTAAP and the TPP (Trans-Pacific Strategic partnership Agreement). As Korea
is not participating in the TPP negotiation at present, it is expected that the opportunity cost
will be substantial if the TPP is successfully formed. As the objective of the TPP is to reduce
all trade tariffs to zero by 2015, some developing economies, like Malaysia and Vietnam,
are reluctant to jump into the TPP bandwagon. Furthermore, it is noteworthy that Australia
and the United States lead the TPP negotiation although there are significant exceptions
for sensitive sectors in the FTA between the two economies has. On the other hand, the
participation of Korea, Japan, and China in the TPP will facilitate and accelerate the realization of an FTAAP. Taking all possibilities into account, it is suggested that Korea reinforce
strategic ties with China, Japan and developing economies which are hesitant to join the
TPP, to achieve the goal of liberalization without exception, and seek collective efforts for
flexible adjustments to the objectives of TPP. Third, it is desirable to set up supplementary
strategies to Korea’s FTA Roadmap by industry in consideration of possibilities of TPP formation in addition to ASEAN+3 and ASEAN+6. Accordingly, pushing forward discussions
on a China-Japan-Korea FTA will lead to development of policy alternatives for ongoing
regional undertakings such as ASEAN+3, ASEAN+6, and TPP; and a catalyst for early
realization of an FTAAP. In particular, Korea should induce China’s active participation
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which can invigorate the progress towards East Asian economic integration, so as to enable
Korea to highlight and strengthen its contribution and secure a position to influence reorganization of the world economy. Fourth, it is indispensable to formulate a standard model
for FTAs with APEC and non-APEC economies in accordance with progress being made
toward liberalization for APEC’s economic integration. Above all, it is of great importance
to invest additional efforts for harmonization and simplification of Rules of Origin (ROO)
and develop an optimal model for APEC ROO through various studies and analyses. Fifth, it
is recommended that Korea express its continued support for APEC’s open regionalism and
play a leading role in establishing optimal intra-APEC RTAs/FTAs to promote an FTAAP.
This WTO-plus approach will provide an impetus for sustainability of regional economic
integration even in case of successful negotiation of DDA (Doha Development Agenda), and
contribute to stable operation of Korea’s international economic policy. Sixth, the successful
establishment of an FTAAP requires capacity-building for negotiation skills of developing
economies. The Survey on APEC’s REI (Regional Economic Integration) Capacity Building Needs conducted by Korea in 2010 shows that there is a need to develop capacity-building programs tailored to specific circumstances and sectors of member economies. It entails
a wide range of experts and human resources in terms of developing and implementing the
program. In this regard, it is necessary to provide incentives for stimulating trade and investment liberalization, promote CSR (Corporate Social Responsibility), offer financial support,
and develop a program whose practical benefit would go to developing economies. It will
enhance the brand value of participating companies and the international standing of the
Korean government. Moreover, it will be a stepping stone for expanding business opportunities of Korean companies in developing economies. Lastly, some sectors are still in need
of improvement regarding such areas as tariffs and non-tariff barriers; even though Korea
shows above-average improvement on the whole in the 2010 Bogor Assessment and have
made greater advancements in some sectors in terms of structural reform than the advanced
economies. Nevertheless, redoubling of efforts to upgrade its economic constitutions by
reforms and open-door policy are essential for Korea to strengthen its competitiveness and
gain greater access to foreign markets.
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Analyses on Korea's Foreign Exchange Rate
Volatility and Recommendation for
Stabilitation Policy

Soyoung Kim, Deok Ryong Yoon, and Seung Hwan Oh
(In Korean)

●

The exchange rate is one of the most important macro-economic issues in the Korean
economy. South Korea suffered through an extremely severe currency crisis in 1997. During this period, national wealth plummeted by 20~30%. Furthermore, the Korean economy
barely escaped a second currency crisis due to the global financial crisis in the wake of the
Lehman Brothers Bankruptcy in 2008. Korea’s foreign exchange (FX) market had been
struggling to change its structure after Korea’s 1997 Currency Crisis. Opening financial
markets and liberalization of capital movements progressed rapidly by adopting the floating
exchange rate system. Increase in the volatility of the exchange rate increased, and keeping
the exchange rate stable has become a top policy priority.
This study comprises of three key aspects. First is an analysis of the relationship between
the characteristics of the Korean FX market and the exchange rate. The Korean FX market
has been transformed by continuous liberalization from 1997 to the present, necessitating
an analysis on how this change is related to the exchange rate. The second is the analysis of
the effect on the exchange rate fluctuation caused by characteristics of supply and demand
on foreign exchange. The exchange rate is determined by supply and demand because the
currency of emerging economies such as the Korean Won does not have international convertibility. Consequently, in case there is a threat to or no guarantees for the stable supply
of foreign exchange, the exchange rate could be overshot, and sow the seeds of tragedy
(currency crisis). Existing exchange rate theories have difficulties in reflecting the characteristics of exchange rate fluctuation in emerging economies. Thus, we should try to find
policy responses appropriate for the current Korean market, based on accurate analysis and
understanding. The third aspect involves analysis on the determinants of foreign exchange

52

K I E P 2 0 1 0 A N N UA L RE PORT

| Review of 2010 Projects |

rate. Policy directions are influenced by real and financial factors; and supply and demand
factors simultaneously. Without accurate evaluation of these factors, policy effectiveness
can become diminished. So it would be necessary to analyze them with respect to its factors
to obtain basic references for policy.
Exchange rate fluctuation is becoming more frequent and increasing in duration in South
Korea. It is because, after opening its capital market, capital movements became a dominant
factor in determining exchange rates. The Korean economy is a small and open economy,
and again, its domestic currency lacks international convertibility. Supply and demand of
foreign currency, therefore, exercises unilateral influence in determining the Korean Won’s
exchange rate. That is, foreign exchange has asymmetric power in relation to the Korean
Won as a determinant of exchange rates. For this reason, the following should be noted
when making exchange rate policy in South Korea.
First, it would be desirable to prepare for the eventuality that rapid fluctuation and instability of exchange rates might become routine. After opening its capital market, fluctuations in the Korean FX market tended to be caused more by capital market factors rather
than economic fundamentals; as a result, being more easily exposed to frequent change and
instability, a situation that needs to be addressed immediately. Second, it is required that
portfolio investment and other capital account balance be managed simultaneously: both influence substantially the supply and demand of foreign exchange in South Korea. However,
both of these balances are investment balances for the short-term, which means they are
vulnerable to high volatility for the short term. It is important to find a way either to lower
the proportion of these balances or to spread them out over a longer period of time. Third,
if the exchange rate imbalance is unavoidable, the Korean Won’s exchange rate should be
depreciated rather than be appreciated to facilitate its management, because it would be possible to control the rates using the domestic currency when depreciated.
According to the results from modeling related to the balance of payments, it is shown
that the supply and demand of foreign exchange is determined by the balance of capital
accounts in the short run, and by the current account balance in the long run. As capital
investments consist mostly of short-term investments, it is impossible to completely overcome instability at a certain level, in determining the balance of capital accounts. In a longer
period of time, however, when the balance of current account registers a surplus, the capital
inflows expecting exchange gain also increase and its amount becomes larger with an even
bigger surplus; and it implies that economic fundamental still has an important role as well.
The following are policy suggestions drawn from these characteristics of supply and demand of foreign exchange.
First of all, managing the balance of current account is a prerequisite for the stability of
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exchange rates. It would be especially desirable to maintain the balance of current account
at a certain level of surplus; which helps to keep the supply of foreign exchange stable. During a crisis, the balance of current account tends to determine the direction of all balances
comprising the balance of capital account. It is important, consequently, to maintain surplus
on a consistent basis, even if the amount is small. Second, a buffer is needed to control volatility in the short term. Although fluctuation of the balance of capital account can be caused
by domestic factors, it is not unusual that foreign factors such as the global financial crisis
of 2008 to cause more serious fluctuations in certain instances. In this situation, retaining
foreign reserves would be the first policy choice. Third, measures to prepare for the uncertainty of oil prices and price of raw materials in the supply side is also needed. Analysis of
the accounts balance reveals that oil price is the most influential factor in determining the
exchange rate of the Korean Won, followed by price of raw materials. Oil price is the most
crucial factor determining the capital account balance, but happens to be a variable that
Korea has no control over. The Korean economy is also highly dependent on foreign raw
materials. For this reason, responses to the volatility derived from the shock of oil and raw
materials prices must be formulated beforehand. Fourth, to manage economic fundamentals
is the most important factor in the end. Composite Leading Indicators (CLIs), prospects of
domestic economic growth rate, seem to be very important when it comes to early warning
of the fluctuation in the balance of payments. CLIs are considered the most important index
in capital movements as well. Strong economic fundamentals are likely to ensure high CLIs
and maintain the balance of current account in a surplus. One of the indices determined directly by the fundamentals is direct investment. Hence, managing fundamentals could be the
most critical solution for maintaining surplus and stability in the balance of payments.
‘Real demand’ is the primary macro-economic factor identified by the analysis of determinants in the fluctuation rates of the Korean Won. The demand related to exports is
representative of demand in the Korean economy. Maintaining export demand requires possessing export competitiveness. On the other hand, the demand related to domestic consumption becomes more stable due to the increase of income level; albeit being limited in
scale compared to other developed countries. Moreover, the demand-related government
consumption is also limited, by budget constraints. Stabilization of demand related to investment can be achieved by preemptive macro-economic policy since it can be affected by
economic forecasts. Yet even in this case, as investment is decided by the private sector, it
can be only achieved by improving economic fundamentals.
Since Korea’s 1997 currency crisis, supply and nominal factors are becoming more
likely to impact the exchange rate. In case of the supply factor, it seems to be caused by
shocks from policy changes, bottleneck effects of raw materials prices, and technological
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progress in industries such as IT. In the future, it can be implied that stability of exchange
rate requires constant technological improvement and appropriate supply of resources. In
case of the nominal factor, it seems to be caused by policy changes and globalization of financial markets. Capital flows and volatility of exchange rates would be caused by changes
in financial and monetary division, expectations of investors, or policy directions. It is, generally, difficult to control international capital movements and fluctuation of exchange rate
caused by economic shocks. Finally, although supply and nominal factors are necessary to
the stability of exchange rates in the short run, the economic fundamentals would primarily
influence the stability of exchange rates in the long run.

Asian Bond Market after
the Financial Crisis and Policy Implicatons

In Huh, Dong-Eun Rhee, Yoonsoo Lee, and Da Young Yang
(In Korean)

●

We analyze the Asian bond markets, especially the effect of global financial crisis on the
markets. The focus will be on the coupling of the Asian bond markets and foreign investments. In chapter 2, we first summarize the trends in bond markets trends of Korea, Japan,
China, Indonesia, Malaysia, Singapore, Philippine and Thailand. Before the financial crisis,
the macro-economic status of these countries was dissimilar, and the bond markets showed
little in common. The global financial crisis caused a shock to all of Asian countries collectively, and led to drops in GDP growth rates of all Asian countries and expansionary
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monetary policies with low policy rates. Even with low policy rates, the long term market
interest rates stayed high due to the tightening of credit by financial institutions, so the term
spread has become wider. Following the recovery from the crisis, the term spread has since
narrowed, but the financial institutions are more risk-averse than they were in the pre-crisis
era.
In chapter 3, we analyze the coupling status changes due to the crisis of interest rates,
CDS premium, CRS rates. We found more coupling relationships after the crisis. One of the
reasons for the increase is the increasing importance of China in the Asian economy. But
there were less coupling relationships in CDS premiums after the crisis due to deepening of
credit differentiations. We found more coupling relationships after crisis in CRS rates which
were affected by bond and foreign exchange markets.  
In Chapter 4, we analyze the deciding factors of foreign investments in Asian bond markets. We found that the credit ratings and interest arbitrage incentives were the significant
explaining variables on foreign bond shares in Asian bond markets, and the GDP and CDS
premium were the significant variables on foreign bond holding amount in Asian bond markets, by using quarterly data from ADB. The significant explanatory variables with respect
to the Korean bond market were found to be the interest arbitrage incentives by using daily
data.
The relatively rapid recovery of Asian economies is attracting global investors to Asian
financial markets. In order to stabilize the foreign investments, stabilization of investing
incentives is the precondition. Our analysis indicates that the stable GDP growth, CDS premium and interest arbitrage incentives would, in turn, stabilize the foreign investments in
bond markets. This requires sustaining GDP growth, good fiscal status and restoring stability to the currency swap markets.
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East Asia's Financial Cooperation under
Post-Crisis International Financial Architecture

Young-Joon Park, Dong-Eun Rhee, Yonghyup Oh, and Jiyoun An
(In Korean)

●

The global economy has been suffering from financial collapse and recession, triggered
by the U.S. subprime mortgage crisis. As a result of international cooperation to overcome
the current crisis, the Group of Twenty (G20) has emerged as the new global entity and a
premier forum for international economic cooperation.
The East Asian financial crisis of 1997-98 highlighted the significance of financial risk
coming from an underdeveloped financial market and its contagion effects to neighboring
countries. In the aftermath of the crisis, not only was there a heightened perception of East
Asia's regional exposure to external economic shocks, but also greater interest in attempting
to develop a regional mechanism as self-help measures against the recurrence of similar
crisis in the future.
From the East Asian perspective, there are two tracks of post-crisis financial cooperation
existing side by side: the G20 process (global) and the Chiang Mai Initiative Multilateralization (CMIM) as a regional safety net. The Chiang Mai Initiative (CMI) was agreed to in
May 2000 in Chiang Mai, Thailand, with the objective of establishing a network of bilateral
swap arrangements among ASEAN+3 countries to address short-term liquidity difficulties
in the region and to supplement existing international financial arrangements. The framework was basically a set of bilateral swap agreements between the central banks of the two
countries involved in each swap arrangement.
ASEAN+3 countries have agreed to give the CMI multilateral form, enabling any member country to utilize liquidity support from the total fund of $120 billion under a single
agreement. Members have agreed to a two-tier contribution scheme: 20 percent contribution
by ASEAN countries and 80 percent by the Plus Three countries. The CMIM, which came
into effect on March 24 in 2010, is basically a commitment to provide U.S. dollars to mem-
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ber countries in crisis. The CMIM, however, has several limitations: insufficient amount of
swap facilities available under the CMIM, the 80 percent portion of the fund linked to the
IMF, institution building of the CMIM secretariat, IMF-CMIM linkage program and their
cooperation, among others.
The Asian Bond Market Initiative (ABMI) aims to develop efficient and liquid local
currency bond markets in Asia through investment of huge savings of Asian countries. It is
expected to mitigate the problem of both currency and maturity mismatches in East Asia.
This came about upon realization of an underdeveloped regional bond market, and heavy
dependence on bank financing without issuing and trading local currency bonds. Thus, the
aim of the ABMI is to create regional bond markets where bonds are denominated in regional currencies. One of the reasons for the lack of development of Asian bond market is that
the reserves and capital in Asia have been largely invested in the U.S. and Europe, and then
they are re-invested in Asia through international investment institutions and hedge funds.
This study reviews the evolution of East Asia's financial cooperation, including the
CMIM and the ABMI, and suggests policy implications for more effective and forwardlooking regional financial cooperation under post-crisis international economic order. Moreover, it analyzes the economic impact of the Asian bond market by simulating a five-country
DSGE model.
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China's Foreign Exchange Policy and
International Monetary Order:
Focusing on the Appreciation and
Internationalization of the Renminbi

Jonghwa Cho, Bokyeong Park, Young-Joon Park, and Da Young Yang
(In Korean)

●

Leaders who gathered at the G20 summit in Seoul in November 2010 agreed on the
importance of market-determined exchange rate policy, restraint of competitive devaluation
and future discussions on the current account guideline. This international agreement may
reduce the global currency conflict, in particular the conflict between U.S. and China. However, it does not constitute a binding requirement in any form aiming at any G20 member.
And because the agreement implicitly demands considerable appreciation for the renminbi,
the US-China exchange rate dispute could possibly re-escalate depending on China’s exchange rate policy in the near future. China’s large current account surplus and massive
foreign exchange market intervention imply that the renminbi has been considerably undervalued. Thus the future of global currency conflict will depend heavily on China’s exchange
rate management, the speed and degree of appreciation of the renminbi.
The Chinese government and the People’s Bank of China may want to allow the renminbi to appreciate not only to satisfy the demands of the international society including the
U.S., but also to accomplish China’s policy goals such as growth with greater orientation
toward domestic demand. China’s economy has recently experienced an annual growth of
about 10 percent and a large current account surplus simutaneously. Thus, to a certain extent, renminbi appreciation will lead the Chinese economy to sustainable growth without
sacrificing either internal or external balance. We also suggest that it seems desirable for
the U.S. to eschew continued pressure for renminbi appreciation when China carries out its
exchange rate policy according to market mechanisms. The policy coordination between
the U.S. and China will help the world economy flourish by reducing the global currency
conflict and trade protectionism.

KIEP 2010 ANNUAL REPORT

59

| Review of 2010 Projects |

There are limits to resolving the problem of global imbalance with exchange rate adjustment alone. Increase in savings and decrease in fiscal deficits of the deficit countries, and
increase in consumption and imports of surplus countries must take place simultaneously
with appropriate exchange rate policies. This research deals with those structural policies
of the U.S. and China to reduce the imbalance between them. This research also includes
the impact of the internationalization of the renminbi on the international monetary order,
which has hitherto been maintained by the dollar as the anchor currency since the end of
World WarⅡ.

Chinese Business Cycle and
Macroeconomic Policy:
Structural Characteristics and Implications

Mansoo Jee et al.
(In Korean)

●

Finding identifiable patterns of business cycles in the Chinese economy previously was
a task difficult, if not impossible, previously. Instability seems to have been its general trait,
with repeated fluctuation from drastic overheating to shrinkage in short periods during the
1980s. However, as it entered the 1990s, the business cycle in the Chinese economy settled
into stable patterns and China succeeded in maintaining an economic growth rate of over
7% even during the Asian economic crisis. It was deemed that all the accomplishments of
the Chinese economy were due to the strengthened ability on the part of the Chinese gov-
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ernment to forecast and adjust to changing macroeconomic conditions. Since entering the
2000s, China’s economic growth accelerated again, in connection with its WTO membership. And before the global economic crisis in 2008, China had shown consistently high
rates of economic growth, stable prices and huge trade surpluses. But, since the third quarter of 2007, there were some changes in basic economic conditions in China, that of high
growth and stable prices, which lasted almost 10 years. And from that point on, the importance of adapting macroeconomic policies aimed at achieving apparently conflicting goals
of economic growth and price control began to increase.
When we look at the changes in major economic indices in China’s business cycle recently; such as consumption, investment and export; the most unstable index was export,
being sensitive to influence from global economic conditions. Meanwhile, the Chinese government would offset the unstable export demand by controlling the government sector
investments, including those by state owned enterprises. However, although exports are
shaky, the impact of sudden change is actually limited, because of the high proportion of
processing trade in Chinese exports. In other words, even though China has a high level
of dependence on exports, the percentage of exports connected to domestic added value is
quite limited.
In case of China, the economic indicator with the closest connection to trends of GDP
growth rate change is the industrial production growth rate, rather than demand side indicators such as consumption, investment and export. We can observe this fact in the process
where the impact of the global economic crisis in the second half of 2008 was passed on to
the Chinese economy. At that time, while there were no changes in consumption, investment
and export indicators, the industrial production growth rate changed drastically and lead to
a slowdown of the GDP growth rate.
In this paper, we studied the main determining agent of Chinese macroeconomic policy,
along with the structure and process of decision-making in order to forecast and deal with
changes in macroeconomic policy. And we also suggest some examples as to how Chinese
macroeconomic policy is determined.
Despite the limitations of one party rule, the process of policy decision making is becoming more regular, specialized and diversified. However, it still has the distinctness and
limitations expected in a transition country. The party center and the State Council depend
on achieving control and conformity in wielding the power of decision, without institutionalized or verification procedures in policymaking. This practice, based on democratic
centralism, is of a systemic nature and constitutes a structural limitation of Chinese policy
determination.
It is important to know the structural characteristics of the Chinese economy in order
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to understand its business cycle and macroeconomic policy. In this paper, we divide the
structural characteristics into those related to policy objectives and structural characteristics
of each economic field.
China is likely to continue growing and could attain a high growth rate of 7~8% through
steady mobilization of production factors and improvements in efficiency. And the Chinese
government suggested the increase of domestic consumption, improvement of income distribution and gradual opening of the capital market in its 12th Five Year Plan, which will be
implemented from 2011 till 2015. Such mid-to-long-term strategy might have substantial
influence on the structure of consumption, investment, export or the direction of the execution of the macroeconomic policy.
Aside from character of its policy objectives, there are issues of importance concerning China’s economy. First, the proportion of private consumption in the demand side is
decreasing continuously. Second, there is a need for restructuring of its enormous excess
capacity. Third, there is also a need to achieve a balance between price stabilization and
supply expansion in the property market. Fourth, China may use an aggressive fiscal policy
that is based on sound financial capacities. We also discuss the Chinese economic policy
implementation during the economic upsurge and slowdown in recent years.
This paper forwards some implications for understanding the flow of the Chinese economy, and policy recommendations for the Korean government in establishing a policy direction toward China. First, the export factor acts as a connection between changes in Chinese
economic conditions and the Korean economy. Korea’s export to China is connected directly with Chinese exports to the world. And Korean exports to China immediately precedes
that of China’s to the world, as Korea’s exports to China consist mostly of raw materials
and parts.
Second, it is important to understand and to make use of changes in China’s development strategy that emphasizes the role of domestic demand in the economy. This paper
emphasizes that the Korea-China FTA is the most influential method for Korea in entering
the Chinese domestic consumer market. Furthermore, there is a need for active efforts to
enter China’s services market, which is expected to grow rapidly from the enlargement of
the consumer market and technical development. We also need to be ready for new risks that
changes in China’s development strategy might bring.
Third, it is necessary to understand the structural characteristics of the Chinese economy.
There were changes before and after 2007, and the condition of the Chinese economy is
changing, as it moves from a pattern of high growth-low inflation into high growth-high
inflation. We must pay attention to these patterns of changes because there will not be any
high economic growth based on low material prices in the future. We have to pay particular
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attention to trends of product prices and the capital market when making forecasts on Chinese economic trends and policy changes. Also, this paper emphasizes that greater attention
be given to mid-to-long-term effects on industrial competitiveness by changes in the Chinese business cycle and macroeconomic policy. Finally, this paper suggests the necessity of
building a system for sequential analysis of the Chinese macro-economy, by monitoring the
policy determination process and announcement of key economic indicators etc.

Chinese Policy Measures to Cope with
the Global Economic Crisis and
the Sino-American Economic Relations

Chang Kyu Lee et al.
(In Korean)

●

This report analyzes Chinese policy measures to cope with the global economic crisis
and the economic relationship between China and the US. It focuses mainly on China’s
policy responses to the global economic crisis and their effects, followed by the impact on
Sino-American economic relationship of policy changes made by China in the direction of
long term economic development. Especially, it attempts to analyze policies related to trade,
Renminbi exchange rate and the foreign reserve operations, for a more precise understanding of present Sino-American relations.
After the explosion of the American financial crisis that engulfed the rest of the globe
in mid-September of 2008, the Chinese government opted for a more aggressive economic

KIEP 2010 ANNUAL REPORT

63

| Review of 2010 Projects |

stimulus policy, setting a goal of 8% economic growth by providing a boost for the domestic
market. A 4-trillion yuan (US$586 billion) stimulus package over 2 years was announced
on November 9, 2008; subsequently revised and confirmed with detailed expenditures for
specific sectors.
In addition, the government continued active efforts to boost domestic consumption by
lowering tax rates, expanding the home appliance trade-in policy, developing the 10 Major Industry Plan, invigorating the real-estate market and taking measures for stabilizing
exports etc. These policy measures resulted in the rapid recovery of the economy in terms
of GDP growth, industrial production, consumption, investment, exports, employment, etc.
The government investment to overcome the crisis, however, was biased toward the
infrastructure investment; including SOC investment, reconstruction of areas hit by the
earthquake and housing construction etc. Consequently, growth driven by large-scale public
investment intensified the imbalance between investment and consumption, and actually
created new problems in the form of redundant facilities and overinvestment in state-owned
enterprises. Furthermore, bank loans surged as expansionary fiscal policy was implemented
simultaneously with a loose monetary policy, and overcapacity became a problem in some
industries. Also, the reform of state-owned enterprises fell behind and the real wages of the
workers increased.
After the crisis, the trade dispute between China and the US became more intense. The
bilateral trade volume was only US$2.4 billion at the time when Sino-American diplomatic
ties were established in 1979, but rose sharply to US$409.2 billion in 2008 after China
became a member of the WTO. The two countries have remained most important trading
partners even after the global recession and the US is the largest export destination and third
largest source of imports for China. China has achieved the biggest trade surplus vis-à-vis
the US since 2001, and the increasing volume of bilateral trade between the two countries
deepened the trade imbalance in favor of China.
In other words, American deficit in trade with China has widened since the global economic crisis, reaching its highest level in 2008. Under the circumstances, demands for a
strong trade policy against China became much more vocal, which led to trade remedies
against China and increasing pressure for Renminbi appreciation. But in responding to such
pressures actively and aggressively, China has aggravated the bilateral trade dispute between it and the US.
Meanwhile, the dialogue channel between high-level officials of the two countries has
changed after the global economic crisis. The two countries started the U.S.-China Strategic
and Economic Dialogue (S&ED) in 2009 to discuss global issues in anti-terrorism, science
& technology, education & culture, and environment & energy (including climate change)
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as well as economic and trade issues. Though S&ED has not presented obvious solutions
to sensitive issues, it is still significant as a comprehensive mechanism for coordinating the
various issues intertwined with national interests of the two countries and for maintaining
stable bilateral relations. Also, S&ED ingrained the rising status of China in the international society, highlighting the fact that a new phase of Sino-American relations have just begun,
where the two countries are now ‘equal’ partners leading the global political economic order
in the 21st century.
The Chinese exchange regime has been the crux of the bilateral trade dispute even before
the global economic crisis, and especially after Chinese government fixed its exchange rate
against US dollar after the crisis.
Some American scholars or policy makers argue that the low exchange rate of Renminbi
maintained artificially amounts to de facto subsidies for Chinese export companies that cause
harm to China’s trade partners. They claim that the Chinese government's manipulation of
the Renminbi exchange rate should be met with trade sanctions. This prompted a change in
China from the fixed exchange rate into the managed floating system in June 2010, but it is
argued that the real currency appreciation of the Renminbi has been modest, at best.
Meanwhile, in September 2010, the US Congress passed the “Currency Reform for
Fair Trade Act” aimed at China; that enables retaliation with tariff on goods imported from
countries suspected of manipulating the exchange rate. Also, the second quantitative easing
policy called QE2 was announced in November 3, 2010 and the current account target was
presented in Seoul G20 summit in November 2010. The long argument related to the Renminbi exchange rate policy is still continuing.
The Renminbi appreciation issue is at the center of ever-sharpening dispute between the
US and China. Some Chinese studies recently assessed that the undervalued Renminbi is
one of the various factors causing the external imbalance of the Chinese economy. Therefore, they suggest that the policies for reforming systems such as privatization, normalization of the financial system functions, fiscal reform to minimize the internal reserves of
state-owned enterprises and the reform of the factor market etc., are more important than
Renminbi appreciation for decreasing the Chinese current account surplus and resolving the
external imbalance.
China is actively investing much of its foreign exchange reserve investment into buying
US treasury bonds. China’s US Treasury Bond purchase accounts for 33.4% of total foreign
exchange reserve as of the end of September 2010 and China surpassed Japan to become
the largest holder of US Treasury Bonds in 2008. Though the global economic crisis caused
the US dollar to become weak, which created the risk of net loss for China in holding on
to US dollar assets, China could not help but continue its purchases of US treasury bonds

KIEP 2010 ANNUAL REPORT

65

| Review of 2010 Projects |

because it could not find any other place to invest its huge foreign exchange reserve. At
the same time, buying US dollar assets has similar effects to the US economy as Renminbi
appreciation so that the pressure could be relieved. Even without abrupt exchange rate appreciation, China could secure some time to change its economic development strategy
from an export-and-investment driven economy into one driven by domestic consumption.
In the short and medium term, the current trend where China keeps buying US dollar assets
is likely to continue. But for the longer term, it is accepted that there is a rising need for a
strong international currency that can replace the US dollar. The Renminbi is considered by
some as an influential currency which can assume such a role, and the Chinese government
has been accelerating Renminbi internationalization after the crisis.
The bilateral trade disputes in the future will continue due to the national interests of
both the US and China, and attempts to arrive at a compromise will occur at the same time.
Meanwhile, a serious confrontation is expected concerning the Renminbi exchange rate
policy. A consensus has developed inside China that too rapid Renminbi appreciation is
not the solution to the surplus in current accounts. On the contrary, it may harm its export
industries.
Finally, we will examine the direct and indirect influences of the Sino-American trade
dispute on the Korean economy so that Korea can stay prepared, as detailed analysis on Korea’s position and strategies are required in coping with a potential Renminbi appreciation.
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The Strategy of Developing Domestic Market
in China and Its Implication:
Case of Four Megalopolises in Central China

KIEP China's Regional and Provincial Research Group
(In Korean)

●

Following the global financing crisis in 2008, China broke from the economic growth
model which mainly depends on foreign direct investment and export. Instead, China tried
to strike a balance among consumption, investment and exports, focusing on development
of its domestic market. This change in the paradigm of economic growth with emphasis on
domestic demand is closely related to China’s regional development strategy. The cornerstone of China’s regional development strategy involves the rise of Central China, in turn
centered on urbanization and developing megalopolises, which has been in progress since
2009.
The scope of existing research in Korea about China’s domestic market has been extended from China’s eastern coast to the west and northeast, but research on the central
region are relatively few. Moreover, the research on central China from the perspective of
megalopolises is extremely rare. Therefore, assuming that megalopolises in central China will constitute the core of domestic market in the future, this study selected four main
megalopolises among six provinces in central China, which are Wuhan in Hubei province,
Changzhutan in Hunan, Zhongyuan megalopolis in Henan, and Wanjiang in Anhui.   
This report begins with a summary of the historical background to the rise of central
China and analyzed economic features of the four megalopolises using several major economic indicators. Also, it made a cross-comparison of growth possibility(GDP, GDP per
capita and growth rate), marketability(market size, consumer propensity), human resources
(wage level, number of college graduates), and openness(the size of foreign trade, FDI)
in the five major cities such as Beijing, Shanghai, Shenzhen, Qingdao and Chengdu. As a
result, it proves that central China possesses great potential with respect to speed of growth
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and investment environment, though not being superior to other regions in terms of the
economic indicators.
As for each megalopolis, we introduced the status of its major cities and evaluated the
development strategy. Then we divided China’s domestic market into three markets-industrial, consumer and project markets; and analyzed each market’s current state and characteristic. Finally, we cited some implications for Korean enterprises that may be searching for
the chance to enter the central China market, through introduction of some cases of foreign
corporate investors in several regions.
The four megalopolises clarify some general ideas on their long-term development strategy, which are to establish resource-saving and eco-friendly society, and relocation of industries from the East coast of China. As there is much concern over potential for overlapping
investment due to similar plans and undifferentiated structure. It is therefore important to
discover business projects with specific/unique characteristics and fully supported by local
governments.
In case of the industrial market which consists of import market and industrial network,
Korea’s market share in the import markets in those four provinces is not big compared to
that of Korea in total import market in China. Therefore, a differentiated export strategy
considering the size and characteristics of each province’s import market is very necessary.
As for the number of core consumers in the upper 20% income level, the scale of the
four provinces is comparable to that of Shanghai. However, people in the Provinces spend
more on necessities (food, clothes, housing, etc.) than on service goods(transportation and
communication, education, culture and entertainment, etc.).
Meanwhile, data shows that the proportion of durable goods in the provinces is comparatively higher than in Shanghai, whereas their penetration rate is still remains low. These
figures lead to the room for huge potential markets of durable goods such as air conditioner,
mobile phone, computer and color TV.
While the share of Korean investment in total FDI in four central provinces of China is
currently insignificant, the biggest advantage in investing those provinces is geographical
condition. Therefore, it is necessary to actively seek market entry using strategies that include a long-term perspective, partnership with local governments and firms, development
of one’s own technology, local employment, entering into non-core cities.
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Reviews on FDI among Korea-China-Japan and
Strategies for Mutual Investment Promotion

Hyung-Gon Jeong et al.
(In Korean)

●

Regional trade among Korea, China and Japan has been increasing and their economic
relationship has become more intimate as a result, which implies a deepening economic
integration in progress among the three countries. However, the weight of their mutual intraregional investment is very low as a proportion of their total foreign investment, meaning a
strengthening of mutual, intra-regional investment among the three countries is indispensable, as it will help them overcome differences in their political systems and integrate from
the base production level up. In this study, FDI policies and current FDI status of Korea,
China and Japan; especially mutual intra-regional investment among the three countries;
are examined and obstacles to such investment are identified. Various policy suggestions for
promoting mutual intra-regional investment are then proposed.
The following are the summary of the FDI status of the three countries. First, China has
been more actively engaged in FDI than Korea and Japan. Second, while China and Japan
are actively utilizing an M&A type of FDI, Korea still focuses on the greenfield type. Third,
North America is the main FDI target area for all three countries. While a relatively higher
proportion of Korean FDI is geared toward China, the weight of Chinese and Japanese FDI
is tilted heavily toward Western Europe. Fourth, being the latecomer, China has the fastest
FDI growth rate among the three countries. Furthermore, most of the mutual intra-regional
investment among three countries is targeted for China while FDI to the other two has
stayed at a very low level.
In order to identify factors underlying the low level of mutual intra-regional investment
among three countries, this study analyzes the investment environment of the three countries
and obstacles to investment. According to the OECD FDI regulation index and the World
Bank FDI & Business Environment analysis, all three countries maintain relatively high
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levels of regulation on foreign equity, with China having especially strong regulations on
investment. Various surveys, evaluations and analysis point out that China also has severe
restrictions on the scope and type of foreign investment. In addition, difficulties in starting a
business and obtaining building permits, rigidity in terms of hiring and firing, high tax rate,
and low investor protection all highlight China's unfavorable business environment. On the
other hand, Korea and Japan have relatively favorable business environments; however,
there are still hidden obstacles to business such as negative public views concerning foreign
investors, inconvenient distribution structure and commercial customs.
This study also analyzes the economic impact of three countries’ investment agreement,
regarding it as one of the important policy issues. As a result, even though three countries
have reached a high-level of investment agreement, the agreement itself will not directly
promote mutual intra-regional investment. Instead, the investment agreement is expected to
improve investment environment and encourage investment inflows by raising three countries' reliability in the international economic scene and stimulating reconsideration of issues
on insufficient legal structure and investment systems.
However, the numerous obstacles to mutual intra-regional investment among the three
countries cannot be tackled with institutional remedies such as an investment agreement
alone. While an investment agreement can be utilized to lower China’s high institutional
restrictions on foreign investment, greater effort is necessary to lower unofficial obstacles
such as commercial customs and negative public views on foreign investors in Korea and
Japan.
Accordingly, this study suggests policy issues for stimulating mutual intra-regional investment among the three countries. First, three countries' investment agreement should
begin with the Korea-Japan investment agreement and progress in stages to transform the
agreement into the more liberalized agreement. Second, a common commercial customs,
practices and regulation status, classified by industry and shared among three countries by
constructing an active information exchange network. Third, in order to stimulate investment to produce greater economic ripple effects, the technology gap must be reduced, parts
and materials should be standardized, and an industry-level cooperation program must be
initiated.
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How to Promote Environmental Cooperation?:
A Case Study on Japan and EU

Sung Chun Jung, Gyupan Kim, Hyong-Kun Lee, Kyuntae Kim, and Tae Hyun Oh
(In Korean)

●

Environmental cooperation has been emerging as one of the most important agendas
on the international scene. The Korean government has planned to increase the amount
and proportion of green assistance to developing countries in the near future. It has already
implemented the “East Asia Climate Partnership” in 2008. The total amount of assistance
amounts to about 200 million US dollars and it will continue to rise until 2012. Korea needs
to develop its ability to conduct efficient and effective environmental cooperation with developing countries. The experiences of Japan and EU are expected to give Korea good case
examples and benchmarks for environmental cooperation.
This report is aimed at introducing Japan and EU’s environmental cooperation in some
sectors such as energy efficiency, climate change, water supply, and waste management.
This report also gives us some information on Japan and EU’s ODA policy from the environmental perspective. We have conducted voluminous comparison analysis and suggested
some policy implications from Japan and EU’s case study.
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An Assessment of Ten Years of
Eurozone and Future Challenges

Heungchong Kim et al.
(In Korean)

●

Before the Eurozone debt crisis of 2010, the 10 years of operation of the Eurozone was
considered a success. Since the launch of the single currency, the euro in 1999, the economic
stability of the Eurozone has been enhanced. During the economic recession of 2001, the
financial sector of the Eurozone was less problematic in a relative sense than the other countries. In addition, the current value of euro has risen over the decade. However, the global
financial crisis began in autumn 2008 and with the global economy in severe recession the
following winter, the Eurozone was faced difficulties. During the first half of 2009, the Irish
financial and fiscal status was at a dangerous stage and in early 2010 the Greek fiscal crisis
even aroused doubt in the sustainability of the Eurozone itself. Consequently, Greece became the first Eurozone member to request for bailout funds, followed by Ireland, who once
had been praised as the ‘Celtic tiger.’ These incidents gave rise to such skepticism that it is
difficult to sustain monetary integration amongst countries with distinct economic status.
This study reviewed the progress and the structural problems of the Eurozone. Chapter
2 looks through the historical process on the establishment of the Eurozone. The Eurozone
should be considered a part of the 30-year- long European integration, which is represented
by policy coordination for a single market and a single currency. Monetary integration is a
natural outcome in order to secure the stability of exchange rate after the establishment of a
single internal market. European monetary integration was possible only after intense negotiations between the member countries including the adoption of the Werner report in 1970
and the Snake system in 1972. Therefore, Chapter 2 discusses the details of the roadmap to
the adoption of euro and then reviews the political stance of the countries which has not yet
joined the Eurozone.
Chapter 3 focuses on the optimum currency area (OCA) theory to determine the ad-
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equacy of forming an economic and monetary union (EMU). It cannot be denied that early
OCA theory, of which concentrated more in its characteristics, had not been reflected in the
actual European monetary integration. However, after the 1990s, the OCA theory placed
greater focus more on the advantages and costs that enabled provision of further policy
implications. Vigorous discussions on endogenous OCA allowed legitimacy in establishing
an EMU. Despite the dominant opinions that the Eurozone did not fulfill the OCA criteria
upon its establishment, the policy objectives of the member countries have developed in a
way to meet the OCA criteria.
Chapter 4 analyzes the performance of the euro in various areas, such as macroeconomic
policy, trade and investment, labour and financial market and euro’s status as a key currency.
The euro has shown remarkable performances, though it also showed limits as a single currency. Euro has contributed considerably to convergence of inflation which had differed
from country to country and in reducing interest rates. This has exerted a positive influence on new investment and creating jobs, which led to overall positive effect on European
economies. After adopting the euro, Eurozone members have had more trade and investment not only between them but also with non Eurozone countries. As national financial
markets have become more integrated into the single European financial market, financial
activities have become more efficient and protected from market fluctuation. Against this
background, euro’s status has been enhanced in the international economy as a key currency
competing against the US dollar.
Chapter 5 examined sovereign debt crisis in Southern European countries in 2010 and
structural weakness of the Eurozone as an EMU. The debt crisis is attributed to excessive
budget deficit, government debt and chronic deficit in current account, but it is undoubtedly
related to structural problems inherent in the Eurozone. By joining Eurozone, ‘peripheral’
countries in Eurozone have benefited from the low cost of borrowing in international financial market. However, this benefit turned into bubble economies and excessive debt,
because they could attract more capital than their economic fundamentals could support.
The budgetary discipline based on Stability and Growth Pact (SGP) has often been neglected, not only by peripheral countries, but also by major economies such as Germany and
France. This made European economies more vulnerable to external asymmetric shock and
in consequence, they began to lose market confidence during the global economic recession.
As a response to this problem, Eurozone members agreed to create the European Financial
Stability Facility (EFCF) which can be used to support debt rescheduling of debt-ridden
members.
Chapter 6 discussed EU’s policy response to the Eurozone crisis and tried to withdraw
policy implication for monetary cooperation in East Asia. Since the debt crisis in 2010,

KIEP 2010 ANNUAL REPORT

73

| Review of 2010 Projects |

the EU has been reforming its economic governance system in the direction of reinforcing
budgetary discipline rather than fiscal integration. Though this can hardly be considered a
landmark decision but it represents a range of reforms that the EU has pushed for since early
2000. However, it is noteworthy that the EU begins to focus on external imbalance among
its members and seek remedies. The debt crisis has made the joining of the Central and
Eastern European countries (CEEC) into the Eurozone more difficult. In East Asia, there
has been much research on how East Asian countries can benchmark the European monetary integration for their own monetary integration and cooperation. The debt crisis of the
Eurozone revealed that it is very difficult to form and maintain the monetary union between
countries with disparate economic structure and policy preference.
It is expected that the economic governance of the Eurozone will develop into two
complementary directions. First, there will be efforts to reduce the disparity in budgetary
and external balances between member countries. The ongoing reforms, such as ‘European
Semester’ and tightened budgetary control based on SGP are the examples. Secondly, it is
expected that the EU will introduce more ‘institutionalized’ risk management system in
its economic governance. From the historical perspective, when the European integration
process encountered economic and political crises, efforts have been made toward increasing the degree of its integration in most cases. If Eurozone members agree to overcome the
pessimistic perspective for the future of euro, it is expected that subsequent steps will be in
expanding the EFSF and increasing effectiveness of the SGP.
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The 20 Years of Korea-Russia Far Eastern
Economic Cooperation:
New Vision and Its Realization

Jae-Young Lee, Pavel Minakir, Cheol-Won Lee, and Jeeyoung Hwang
(In Korean)

●

The Korean-Russian economic relations began 20 years ago in 1990, when the diplomatic relations were established between the two countries. The Korea-Russia Far Eastern
economic cooperation is one of the most important components of this history. Therefore,
it would be meaningful to analyze the 20 years of economic relations between Korea and
Russian Far East in this context, and seek out mid-/long-term visions and action plans.
Therefore, the purpose of this study is to suggest ways to push ahead with new cooperation
projects on the basis of 20 years of bilateral cooperation and to greatly expand it.
This report consists of 6 chapters, opening with the introduction (chapter 1), followed
by an overview and evaluation of the Federal Target Program “Economic and Social Development of the Far East and Transbaikalia until 2013” (2013 Program) and “Strategy for
Socio-Economic Development of the Far East and the Baikal Region until 2025” (2025
Strategy) in Chapter 2. Also, the report outlines their accomplishments and limitations, and
shows policy implications of long-term development strategies for the Russian Far East. As
the 2013 Program and the 2025 Strategy have secured much budget funding, and given the
government's greater will to implement the strategy compared to past regional development
programs, most of the projects specified and targeted in the two plans will likely be realized.
Thus, the Republic of Korea should create a strategy to enter the Russian Far East, based on
the “2025 Strategy”, which will be implemented in three stages.
Chapter 3 analyzes trade and investment relations of the Russian Far East with China,
Japan, US, and EU; an issue just as meaningful and important for the Korean government in
establishing its visions for entry into the Russian Far East and for its mid-/long-term cooperation strategy. This analysis shows that Northeast Asian countries are major trade partners
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and EU is an important investor for the Russian Far East. Also, we can elicit important
implications for the Korean government, that is, for institutionalization of regular intergovernmental channels as well as establishing close private exchange. For instance, China is
pushing for deeper cooperation with the Russian Far East in government, while the US and
EU have drawn up the framework of cooperation in government while promoting practical
cooperation in the private sector.
In Chapter 4, this study makes a comprehensive analysis of the business climate in the
Russian Far East through surveys and interviews with local companies including Korean,
Russian, and companies from other countries. In particular, we examine the business performance of companies that entered the Russian Far East and their future business management
strategies, and then suggest various and effective countermeasures to cope with the rapidly
changing situation. According to the results of the analysis of the business climate of the
Russian Far East, high production cost is the most serious problem for companies. The second most serious problem involves infrastructure–problems with electricity, water supply,
transportation, and collection of payments have been pointed out. In addition, companies
are being made to suffer administrative barriers such as bureaucratic red-tape. Yet many
companies that have made inroads into the Russian Far East have taken various measures
in response.
Chapter 5 assesses the accomplishments as a result of economic cooperation between
Korea and the Russian Far East for the past 20 years in trade, investment, energy resources,
and other sectors. Based on the results, we show the mid-/long-term vision for bilateral economic cooperation. Moreover, we evaluate the climate for economic cooperation between
the two for the medium and long term, taking into consideration development strategies
of the Russian government (Chapter 2), assessment of accomplishments from economic
cooperation between the Russian Far East and major partner countries (Chapter 3), analysis
of the business climate in the Russian Far East (Chapter 4), and evaluation of economic
cooperation between Korea and the Russian Far east (Chapter 5. 1). This study reveals that
there are several policy areas in cooperation; for instance, development of resources and
energy, inter-industry cooperation to provide support for industry diversification, infrastructure development, and export market expansion; in the mid-/long-term vision of economic
cooperation with the Russian Far East. Moreover, the study shows additional strategies for
executing it successfully, such as a ‘package deal’ including high-tech cooperation(IT), the
cross investment in both the upstream and downstream sectors, provision of advice based on
Korea’s past industrialization experience and utilization of manufacturing competitiveness,
etc. Also, these policies should be established and implemented in accordance with longterm regional development strategies being carried out by the Russian government, such as
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the “2025 strategy”.
As such, Korea should expand participation in the regional development of the Russian
Far East and promote investment in the region. The factors that should be considered for
that purpose are as follows: (ⅰ) active participation in transportation infrastructure projects;
(ⅱ) to actively seek various ways to participate in the telecommunication infrastructure
development and industrial modernization of the Russian Far East and East Siberia, along
with regional telecommunication service projects; (ⅲ) promote energy resources cooperation; (ⅳ) to be involved in the construction of a petrochemical complex and port terminals
in the region; (ⅴ) to push ahead with multilateral cooperation projects in the Far East; (ⅵ)
take into consideration the high possibility of the conclusion of a Korea-Russia FTA, which
will be pivotal in Russia’s entry into the Northeast Asian economic block; (ⅶ) to utilize the
“Korea Investment Fund” to support active investment and entry of Korean firms into the
Russian Far East; (ⅷ) to maintain close relationships with local governments for tangible
results from practical cooperation. In addition, it is desirable that Korea and Russia prioritize
existing and potential cooperation projects through maintenance of productive relationships
in the “Far Eastern Siberia Subcommittee between Korea and Russia” and “Korea-Russia
Dialogue: KRD” and establish the “Korea-Russia Far East Cooperation Program”, with a
specific project schedule and implementation plans.
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Latin America's Plant Construction Market:
Its Characteristics and Way to Expand Korea's Participation

Kisu Kwon, Jin-O Kim, Hee-Chae Ko, Misook Park, and Kyeong Shin Hur
(In Korean)

●

This research aims to analyze the characteristics, potential, major projects and policies of
Latin America’s plant construction industry and to suggest plans for broadening Korean participation. Especially, specific aspects of investment activities by foreign firms, such as financing methods, are studied in detail to render practical assistance for Korean enterprises.
This report consists of six chapters. Following the introduction, chapter two conducts an
in-depth analysis of five sectors: plant construction industry power, petrochemical, refinery,
water supply and sewage, and offshore structures. In addition, characteristics of plant construction industries in major seven countries - Argentina, Brazil, Chile, Colombia, Mexico,
Peru and Venezuela - are included. The final chapter is a forecast of the development of
Latin America’s plant construction industry based on data from international organizations
and consulting firms. The results state that the Latin American market will grow by 13.1%
annually in the coming 5 years (2010-2014). Particularly, Argentina will be the fastest growing market followed by Colombia, Mexico and Peru. According to the empirical test, the
average annual growth rate of major Latin American countries between 2008 and 2020
will be as follows: 7.1% in Peru, 6.3% in Chile, 4.5% in Mexico and Brazil and 3.5% in
Argentina.
Chapter three outlines the background for the government’s ambitious agendas for the
development of the plant construction industry and main projects in each Latin American
country. The rapid expansion of the Latin American market in this sector is derived from
△stable economic growth △improved fiscal soundness and expanded government finance
△increased need for infrastructure development △promotion of higher-value-added industrialization with natural resources. The major Latin American countries have planned and
implemented government-led infrastructure development such as National Infrastructure
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Development Plan (PNI) in Mexico, the 1st and the 2nd Growth Acceleration Plan (PAC-1,
PAC-2) in Brazil, Territorial Strategic Plan (PET) in Argentina, territorial development plan
in Colombia and etc.
Chapter four examines cases of how corporations from developed countries invested in
Latin America’s plant construction market and draws implications for Korean firms, first
by describing recent trends and characteristics of investment activity by global companies.
The strategies of leading investors; including corporations from Italy, Spain and Japan, are
analyzed in detail. Financing methods employed by major global and Korean firms receive
special attention and are closely examined, eliciting implications for Korea.
Chapter five deals with trends in investment activities of Korean firms and challenges in
the world plant construction market, including Latin America. The difficulties faced in investment are presented, based on the survey of Korean firms that already invested or intend
to invest in Latin America. They point out that the main obstacle involves language, which
hinders easy access to information and paperwork, in addition to the demand for the greater
use of local contents and difficulty in financing due to high country risks in Latin America.
Lastly, chapter six proposes ways to expand Korea’s participation in Latin America’s
plant construction market at the firm level and measures as to how the Korean government
can support such activities. Some of the ways that can be employed by firms include △strategic alliance with local or global companies △a ‘Hub & Spoke’ strategy which selects a
base country followed by diversification of investment into nearby countries, utilizing the
cultural and linguistic proximity of Latin America △expansion of the network in Latin
America by establishing the chamber of commerce and cooperation with related institutions
△localization △entering the Latin American market by first building the local manufacturing plant for the Korean firm followed by diversification, such as the acquisition of shares
of local firms, M&A and targeting PPP projects and etc. In connection, various financing
methods are suggested: utilizing Korean development banks, Economic Development Cooperation Fund (EDCF) of the Korea Export and Import Bank, multilateral development
banks such as the Inter American Development Bank (IDB) and a local development bank
such as the Brazilian Development Bank (BNDES). At the government level, the following plans are proposed: △support for financing from Inter American Development Bank
(IDB) △expand financing by the Economic Development Cooperation Fund (EDCF) and
the Global Infrastructure Fund △establishment of labor database which systemically manages the work force for the plant construction industry in Latin America △signing FTAs
with giant economies such as Brazil and Mexico which discriminates against non-FTA
signing countries △building institutional infrastructure such as the Investment Protection
Agreement and the Double Tax Avoidance Agreement △raising awareness of Korea and
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improving its image among locals through such activities as spreading of Korean Culture,
holding the Korea Digital Festival, etc △linking Corporate Social Responsibility (CSR),
Official Development Assistance (ODA) and Knowledge Sharing Programs (KSP) together,
and △establishment of the Brazil Business Center to find investment opportunities in plant
construction market in Brazil and to provide necessary support.

Korea's New Scheme for Enhancing
Economic Cooperation with Central America

Jino Kim, Ki-su Kwon, Hee-Chae Ko, and Misook Park
(In Korean)

●

This research presents four questions related to expanding economic cooperation between Korea and Central America, and then suggests answers for each question. First, what
are the changes that have occurred recently in the Central American economy and what
impacts will it have on relations with Korea? The Central American economy has shown
rapid growth recently and pulled the region’s countries out from the ranks of least developed
countries. As income levels grow, the consumer market expands and the region assumes
greater importance as an investment and export destination. The ongoing economic integration within and outside Central America, which aims to generate economies of scale and
to connect the region to the world market, makes Central America an ideal bridgehead for
market expansion to other regions.
Second, various strategies employed by different countries have bolstered mutual co-
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operation with Central America. What were the strategies that were implemented and what
are their implications? Cases involving the United States, EU, China, Taiwan and Japan are
analyzed. The results state that the actual cooperation and strategies vary depending on the
country. Political, diplomatic or security concerns (rather than economic) provided the base
rationale for such strategies. In addition, the countries focused on utilizing official development assistance (ODA). The cases suggest that Korea must adapt a cooperation strategy
that accords with its own needs and capabilities, as different countries cooperate for different reasons. The various countries’ reasons for cooperation are: security (US), diplomatic
(China/Taiwan) and ODA (EU). The example most pertinent and applicable to Korea is the
economic and diplomatic approach taken by Japan. But although Korea has been engaged in
activities similar to Japan’s, there is as of yet, no clear measures that can actually be termed
a strategy.
The third question concerns obstacles for the expansion of commerce between Korea
and Central America. To provide an answer, chapter 4 explains the trade, investment and
institutional relations between the two. It should be noted that a survey was conducted to
assess the achievements and limits of bilateral trade and investment. Although bilateral trade
between Korea and Central America has increased dramatically, it is not significant as a
proportion of total world trade. Moreover, the two parties are not taking full advantage of
the competitiveness of their products. For example, though Korea's electrical and electronic
products are very much competitive in the world market, their exports to Central America,
however, is lower than expected. Central America, as a region, has competitiveness in a
range of products such as agricultural products, raw materials, animal and vegetable oils,
fats and waxes, textile, rubber, paper, wood manufactures, etc. Nevertheless, products that
are actively exported to Korea are limited to coffee, semiconductors and some raw materials.
The survey mentioned above pointed out the barriers to trade: △ the lack of marketing ability △ emergence of a competitor such as China △ exchange rate volatility △ high
tariff rate and etc. The survey also point to non-trade barriers including: △ requirement
of complex import license or prior approval △ additional tax aside from formal tariffs △
restrictions on exchange transaction and remittance △ no preferential treatment for specimens, etc. The companies that participated in the survey as respondents, asked the Korean
government for the following measures to facilitate trade: △ efforts to increase the awareness of Korea among Central Americans through cultural and economic activity △ early
conclusion of FTA with Central America △ the expansion of financial support for exports
△ support for dispatching market researchers and for participation in exhibitions △ the
expansion of expert training programs or institutions △ the provision of information about

KIEP 2010 ANNUAL REPORT

81

| Review of 2010 Projects |

foreign markets through web pages, guidebooks, etc. △ the establishment of governmental agencies such as commercial attaches and trade centers to handle potential difficulties,
simplify the process for visa issuance, and collaboration with Central America for expedited
customs procedures △ provision of consulting services for export by government agencies
such as KOTRA, Small Business Corporation and etc., △ setting up permanent consultative
channels to respond to export barriers.
The foreign direct investment (FDI) in Central America has evolved from initial investment in manufacturing based on cheap labor to tourism, IT, environment, infrastructure
and high value added manufacturing. Korea's FDI, however, has been directed at a specific
country, like Panama, or industry - the service sector in case of Panama and in textiles for the
other countries. It is necessary that Korea diversify its FDI in Central America.
Central America is evaluated as having high potential as a large consumer market and
easy accessibility to larger markets nearby. There are, meanwhile, negative aspects to the
region, such as political instability, insufficient infrastructure and the limits to utilization of
the local financial market.
A more robust institutional infrastructure needs to be established to deepen bilateral economic relations between Korea and Central America. Investment Protection Agreement and
the Korea-SICA conversation group are the only institutional mechanisms that Korea and
Central American economies currently share. Though Investment protection agreement is
of practical use for investing companies, Panama remains the only country that signed the
agreement with Korea. To boost trade and investment in Central America, a more institutional groundwork including an investment protection agreement, various cooperative channels and regular meetings, needs to be established.
Fourth, what are the sectors where Korea and Central America have potential for greater
cooperation and how can both parties earnestly engage each other in cooperation? Regarding the above, this study selected four (4) sectors. Actual cooperation in each sector is then
subsequently assessed and policy recommendations are suggested for further progress in
cooperation. Those sectors are △ official development assistance (ODA) △ small and medium sized enterprises (SMEs) △ green industry and △ IT. Cooperation between the two
sides has hitherto been clearly limited. The necessity and possibility of cooperation, however, needs to be ascertained. Government and companies need to initiate the investment in
Green and IT industries. As for ODA and SMEs, cooperation needs to proceed to the next
stage, to expansion and maturation.
The limited development of Korea-Central American relations is due to the combination
of various factors including absence of specific cooperation measures, insufficient institutions, imbalance in the structure of bilateral commerce, temporary diplomatic policy, and
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most of all, a unilateral policy which did not consider the situation and the needs of Central
American countries. Consequently, this report proposes plans for widening cooperation between Korea and Central America. First, it is imperative that Korea change its perception of
Central America; to recognize the region as an earnest partner for cooperation. Second, the
ODA, which appreciates the future value of Central America as a large market, should take
precedence over trade and investment for short-term economic benefits. Priority should be
given to socio-economic development of Central America, which would lead to sustainable
mutual benefits. Third, a regional approach rather than a country-level approach is needed.
That is to say, Korea needs to cooperate with Central America as a whole as well as with
individual countries. Fourth, various cooperative institutions should be established as a basis for closer relations. Fifth, cooperation in industry should concord with the actual needs
of Central American partners, and take place in sectors where Korea has actual needs and
possibilities.

Trade Policy toward South Asia after
Korea-India CEPA

Choongjea Cho et al.
(In Korean)

●

The South Asia region; which includes India, Pakistan, Bangladesh, Sri-Lanka, Afghanistan, Nepal, Bhutan, Maldives; accounted for 23% of world population in 2009 and achieved
an 8.2% GDP growth rate from 2004 to 2008. Furthermore, South Asia is expected to grow
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and remain growing at above 5% by 2030, which is faster than ASEAN and the proportion
of the region’s GDP will accounts for 7.8% of the world’s.
South Asia is pursuing more aggressive trade policies for economic growth and development, with special focus on FTAs with other countries such as S. Korea, Japan, and EU.
Several FTAs have been completed or under the process of negotiation, etc. In addition,
economic integration of South Asia is also being advanced gradually and a single tariff
applicable for South Asia countries scheduled for 2016. This would make more obvious a
trend marked by removal of high trade cost and trade facilitation, building of infrastructure
which enhance border connectivity. Moreover, the firm determination of South Asian countries for economic integration would play a vital role in easing political conflicts and tension
between countries.
The direction and strategy of Trade policy for South Asia should be in line with Korea’s
international economic policy and New Asia Foreign Policy. Several core policies can thus
be suggested such as expanding FTA network, enhancing energy and resource, green growth
cooperation, bilateral and multilateral trade cooperation, facilitating investment and development. Especially, the FTA with South Asia, the following three fundamental strategies
should serve as a base: market preoccupancy strategy, progressive FTA strategy, flexible
FTA strategy. Furthermore, FTA strategies and roadmap for FTA for the respective countries are also suggested. Korea-Pakistan FTA should be prioritized and targeted for 2014,
followed by the Korea-Bangladesh, Korea-Sri Lanka FTA should be targeted in 2017 at the
same time. In addition, Korea and SAARC FTA should be considered after 2016.
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Non-Tariff Barriers in the Southeast Asia

Taeyoon Kim et al.
(In Korean)

●

A greater number of non-tariff barriers were recently adopted by major ASEAN nations
in the wake of the global financial crisis of 2008-9 compared to previously, with the majority being technical regulations such as TBT’s. The responses to TBT range from relatively
easy adjustment by companies in Thailand to significant difficulties experienced by firms in
Indonesia. It is important that corporations find ways to accommodate themselves to these
TBTs, and the government, for its part, needs to be active in drawing attention to TBTs in
order to provide firms with accurate information on TBTs. In addition, Mutual Recognition
Agreements between countries or MOUs concerning certification periods of different countries should receive strategic consideration.
Also cited as major impediments for companies were non-tariff barriers resulting from
increases in trade remedy measures such as safeguards and antidumping/ countervailing
measures, import licenses and strengthening of importing procedures that create difficulties
with respect to customs, institutional loopholes such as subjective classification of HS codes.
Along with encouraging firms to be outspoken about trade remedies, it is also necessary that
official channels be established that would enable smaller firms to convey their opinions to
countries concerned. The problems related to customs can be effectively dealt with if institutional system such as the ASEAN Single Window mechanism, to be established by 2015, is
utilized actively. Institutional loopholes warrant careful assessment at the government level,
followed by negotiation with the government of that country to remedy them.
When the Ad-Valorem Equivalents (AVEs) of NTBs against its small cars, one of Korea’s major export items, were approximated, the import licenses found in Malaysia had a
AVE value of almost 0%; whereas AVE of Philippine’s import ban on smaller used cars was
extremely high at 127%. The figures for technical regulations and quantitative restrictions
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such as tighter import procedures and pre-shipment inspection for hot rolled steel plate and
tin plates produced in Indonesia, were relatively high at 29.5% and 35.9%, respectively. Depending on the country or item, the AVE exists at both extremes, from close to 0% to 127%.
The most affected were products with high price elasticity, exhibiting more a greater import
reduction effect as a result of NTBs.
The implications that can be drawn from the current situation and assessment of NTBs
in ASEAN are as follows. First, it is imperative that a broad database on NTBs for ASEAN
and Korea’s other major export destinations be established with a variety of encouragement
measures from the government for its utilization. Second, a recognition of the fact that the
government’s efforts to remove NTBs in ASEAN will facilitate exports by small and medium-sized firms is warranted. And as NTBs are increasing for a variety of products (such as
newspaper printing paper, cardboard, used cars), the government should maintain focus on
those items as well. Third, bilateral negotiations or pursuing FTAs would be a better option
for dismantling NTBs of individual ASEAN countries, as opposed to utilizing the KoreaASEAN FTA Implementation Committee, held only once or twice every year. Fourth, given
that UNCTAD is investigating Korea for possible NTBs, and that the organization would
list the results in a freely accessible database (TRAINS), Korea must effect a plan to prepare
itself for potential demands for removal of NTBs in the future.
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Enhancing Korea-Africa Development
Cooperation for Environment

Young Ho Park et al.
(In Korean)

●

Environmental problems are a universal concern, but in the case of Africa they are problems which are directly related to survival. Environmental issues in Africa are affecting
diverse sectors in various ways and contributing to increase of poverty. This research defines
5 major environmental problems; namely water shortage, desertification, deforestation, environmental pollution, and loss of biodiversity; in Africa and looks into the realities of those
problems, all of which are directly related to poverty.
The first problem comes from water shortage. Almost half the population of Africa suffers from life-threatening water shortage that causes "Water Wars" between nations and
ethnicities on a constant basis. The causes of water shortage in Africa are diverse; from
climate change and droughts to population growth, and lack of water storage infrastructure
such as reservoirs and dams.
The second is the acceleration of desertification. Despite international efforts such as the
United Nations Convention to Combat Desertification (UNCCD), desertification in Africa
is progressing rapidly and as a result many farmers are losing their pastures and farmland.
As 70% of Africa’s population consists of farmers, they are vulnerable to damages resulting
from desertification. There are concerns that at this rate of desertification, half of Africa’s
arable land will have become wasteland by 2050.
The third is the problem of deforestation. 4 million hectares of forest are vanishing every
year in the continent of Africa, or double the international average. Both private and commercial logging are culprits causing forest destruction. Slash-and-burn farming is another
major cause. Widespread deforestation results in the acceleration of desertification and soil
erosion, which in turn causes the region to become vulnerable to climate change; with regional climate changes leading to soil erosion and floods occurring with greater frequency

KIEP 2010 ANNUAL REPORT

87

| Review of 2010 Projects |

in the affected areas.
The fourth problem is waste, water and soil pollution. It can be said that an inadequate
environmental management system is another major cause of environmental pollution in
Africa, as the pickup rate of household waste is barely 40% and the rate of wastewater
disposal is at a mere 10~20%. In turn, this exposes the African population to an unsanitary
environment which causes diseases such as malaria and diarrhea. 25% of the diseases in
Africa are directly and indirectly related to environmental factors.
The fifth threat is the destruction of the ecosystem. Africa, home to over 1/3 of the earth’s
biological diversity, is considered a treasure house of biological resources. Unfortunately,
over-development of resources, externally-introduced species and habitat destruction have
recently begun to threaten the biodiversity of Africa.
This research identifies the realities of African environmental problems and looks into
the characteristics of international environmental aid provided to Africa. In the end, this
research deduces sectors for South Korea to concentrate in African environmental aid. Advanced environmental aid donor nations such as Denmark, Germany, Japan and the United
States, all select and support sectors to concentrate in, according to their own experience
and comparative advantages. As South Korea lacks environmental sectors with comparative advantage compared to advanced environmental aid donor nations, selecting sectors for
concentration is also meaningful from the perspective of aid efficiency and aid competence.
The basic direction that South Korea should aim for in future African environmental aid can
be summarized as follows.
The first is cooperation in securing and providing water resources. Desalination, water reutilization, irrigation facility construction, water and sewage facility construction and
reservoir facility construction are promising sectors for cooperation between South Korea
and Africa. Possible cooperation partners in the field of desalination are nations with little
rainfall, a coastal location and which are relatively rich in funds, such as North African nations. Cooperation in reutilization of water is feasible in areas with high population density
such as urban areas. Combining water reutilization and wastewater disposal facilities is also
a plan that should be considered. Central African nations with relatively high rainfall are
possible partners for cooperation in reservoir facility construction. The construction of reservoir facilities would prevent the loss of water resources and control the balance of water
supply and demand; it would increase efficiency in securing water resources. Since South
Korea, through foreign aid projects, has accumulated experience and know-how in water
and sewage facility construction, water and sewage facility construction projects are also
recommended.
The second is related to waste disposal and energy generation with organic waste. Envi-
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ronmental pollution is serious in Africa as many nations lack capacity for organized cleanup
on their own. African citizens leave raw waste and trash in soil and open bodies of water
because they are not provided with public health services such as sewers and waste disposal.
Additionally, the pollution level is further rising along with the recent expansion of urban
slum areas and its mass emission of waste and wastewater. This research presents a specific
cooperation policy centered upon the generation of energy with organic waste. The proposals for feasibility study projects, pilot projects, and public-private partnership projects, all
of which are related to bio-energy which utilize organic waste, as CDM programs will help
decrease pollution and secure energy currently deficient among African recipient nations
and also secure emission rights for South Korea. All in all, the above projects are expected
to be mutually beneficial for both Korea and Africa.
The third is cooperation in the field of solar energy development. As one of the solutions for Africa’s environmental problems, development of renewable energies are vital
because energy deficiency leads to environmental problems. The use of traditional biomass, e.g. charcoal, lumber, agricultural waste and muck, in most African nations cause
not only indoor air pollution but also lead to destruction of forests and soil desolation.
The reason African nations depend on biomass is because of their low income level and
irregular energy supply due to a lack of energy infrastructure. Fossil fuels such as petroleum, gas and coal exist only in a small number of nations and even these nations export
their resources due to problems related to shortage in energy facilities and government
revenues; the amount left over for Africans themselves is insufficient. New and renewable energy development is required in order to solve these problems. Africa is a region
naturally abundant in solar energy. In North Africa, there is a need for development aid
which will introduce South Korean corporations to the market through technical cooperation, feasibility studies projects, and expert training support. Also, the sponsorship
of electrification projects in agricultural districts will enable trial entry of Korean solar
energy corporations into the African market. Additionally, for the poorer Sub-Saharan
African nations, provision of small-scale solar energy equipments to help them achieve
energy independence is a priority.
Fourth is bio-energy development. Bio-energy, compared to other alternative energies,
has the strengths of being relatively simple to commercialize and can also be developed
without expensive inverters. Bio-energy development in Africa must be undertaken carefully with consideration of its impact on the agricultural sector, especially on food supplies.
As bio-energy development is in a contradictory relationship with food supply, it must be
limited to a range which does not affect food crop cultivation. For instance, cassava, sugar
canes, and palm are all major crops found in Africa that can be used as bio-fuel. But because
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they are staple foods for the poor, their use as bio-energy materials is limited. From this
perspective, it would be proper to limit bio-energy development to non-edible crops such
as Jatropha. Jatropha can be grown on barren soil and Africa’s natural environment enables
its mass production. There is a need for bio-energy development to be package-linked with
other cooperation projects. For example, one of the problems faced by IT projects in Africa’s agricultural regions is deficient supply of electricity. Foreign telecom corporations
such as Ericsson supply the power required for installation of base stations for wireless communication on their own through palm-oil and Jatropha. Possible candidates for cooperation include South Africa, Nigeria, Tanzania and Mozambique. These nations have a high
potential for bio-energy development and are actively initiating policies to foster bio-energy
industries.
The fifth is cooperation in the prevention of desertification. Desertification is the most
destructive in arid regions of Africa. The desertification prevention aid provided by DAC
donor nations between the years 2002 and 2008 added up to a total of 1.47 billion dollars;
with 75% of the total, i.e. 1.09 billion dollars, was provided to Sub-Saharan Africa. European nations such as Germany and Denmark concentrated on policy consultation and
improvement. Japan supports efforts at afforestation and reforestation projects as well
as socially-beneficial forestry projects which can improve residential living standards.
The United States concentrates on forest management and ecotourism. The sole support
provided by South Korea for the prevention of desertification in Africa is the 60 million
dollar project in Tunisia. Passive and physical tree planting is inadequate in improving
aid sustainability and enhancing a sense of ownership. Rather, human and institutional
development support is further required in order to equip the recipient nation with the
capacity to manage the support provided. Based on past experience of implementing
a successful reforestation policy, South Korea should aim at contributing to decisionmaking by African governments concerning forest policies and human development.
Forest development projects should also take local residents’ income improvement into
consideration as a major element of such projects rather than stopping at simple afforestation and reforestation. Among major nations for aid cooperation with South Korea,
possible cooperation partners would be nations experiencing serious desertification and
at the same time whose governments are implementing various policy efforts, such as
Ethiopia and Ghana. For nations such as South Africa, Tunisia and Morocco, which are
not major cooperation nations but have a high income level, public-private cooperation
mechanisms are recommended.
As South Korea has twenty years of experience and history as a donor nation, it is time
that cooperation projects in environmental sectors are perceived as an important area of its
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aid policy. It could be said that environmental sectors receive relatively low priority when
it comes to development cooperation in Africa, yet the connection between environmental
problems and poverty within Africa must not be ignored. A national strategy must be established in order to provide systematic and efficient environmental cooperation for Africa. An
overall environmental aid strategy must first be developed; and aid strategies for specific
sectors, e.g. water resources, environment management, new and renewable energies, and
desertification; should be established afterwards. During the course of applying integrated
environmental strategies to individual nations, a consideration of demands of each recipient nation and their order of priority along with consideration of the current state of support
from other donor nations must be reflected in a nation-based aid strategy. Finally, in addition to sector-based approaches, an effort to include environmental aid in the mainstream
of aid policies and also a more systematic evaluation of pre-environmental effects is also
required.

Structural Change of
Southeast Asia and Strategic Industries

Taeyoon Kim et al.
(In Korean)

●

In considering structural changes in Southeast Asia countries, Malaysia, Singapore and
Indonesia experienced a fairly high level of structural change; Vietnam was in the middle
level, and Philippine and Thailand experienced a relatively low level of change.
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12 years after the East Asian financial crisis of 1997-1998, higher value-added strategic
industries have come to include automobiles, finance, new & renewable energy, IT and
medical tourism. In connection, when cooperating with strategic industries in Southeast
Asia, three factors should be considered.
First, cooperation with Southeast Asia’s strategic industries must satisfy foreign market
demands and also strive to promote efficiency of domestic industries simultaneously.
Second, regarding governmental cooperation, we need to be concerned not only with
development of each Southeast Asian country’s cooperation, but with developing entire
ASEAN region. This development should proceed with the purpose of contributing to the
formation of the ASEAN Community, as planned until 2015.
Thirdly, it is appropriate to approach each level in terms of long-term investment rather
than short-term profit production under private enterprise.
With respect to the auto industry, it is required to begin with export of low-price or multipurpose vehicle, utilizing India and China for vehicle or parts provision. In the long run,
securing price competitiveness is necessary to build a local CKD base.
If we consider “motorization”, Thailand shows mature development in several fields in
the short term and in the long term, Indonesia has high potential demand that are deemed to
be advantageous.
As for the IT industry, in accordance with an increase in the demand of wireless, a new
service relating to wireless broadband such as WiBro(WiMax) and DMB will provide our
companies with new opportunity. From the perspective of the government, a structure that
can contribute to more efficient IT cooperation with ASEAN is needed, and it will enhance
a synergy effect along with the connection to government ODA activity.
In the field of finance, mutual cooperation among Korean companies and financial institutions investing in Southeast countries is essential. In addition to the recently settled
Chiang Mai Initiative Multilateralism (CMIM), the proposal for enhancing investment in
the Asia bond market (ABMI) should be expedited.
Fostering medical tourism industry has the potential to effect an improvement in local medical service, greater competitiveness in related industries, a rapid increase in local
absorption of medical science demands from overseas, expanding inducement of foreign
patients, and excessive employment. Thus, in the enterprise point of view, it is necessary to
capture niche market under a differentiated strategy rather than by simply providing lowcost service. Moreover, they should be able to cooperate and support in various fields and it
is important for the government to participate in fostering the medical tourism industry.
Regarding new & renewable energies, the government has to alleviate urgent energy demand by operating ODA and fund for East Asia Climate Partnership (EACP) and Initiative
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for ASEAN Integration (IAI). On the other hand, in areas outside of government, bio-energy
technology cooperation, hydroelectric generation and water resource cooperation, and integrated gasification combined cycle (IGCC) will be considered.

Characteristic of India by
Region and Practical Strategy

Choongjea Cho, Yunjung Choi, Youngchul Song, and Sooncheol Lee
(In Korean)

●

This research analyzed economic features in India by area and state, and suggests a series of strategies specialized for Korean companies doing business in India. The information
on the business environment in major states of India, with comparisons and contrasts among
them, will play play an important role in attracting demand and setting up strategies for the
government and corporations. To do so, this report divides India into four areas– Eastern,
Western, Southern and Northern - with consideration of several factors such as cultural and
historical differences, regional identity and administrative division, economic gap and social
development gap among regions, and economic structure and business atmospheres. General atmosphere, production, market and policy and openness were major parts of analysis.
Eastern region was assessed as having increased economic development potential with
large-scale industrialization centered on west Bengal and Orissa, although this area is the
poorest and has the slowest development rate in India. However, there have been several
weaknesses in terms of infrastructure, labor strike, and expropriation. Furthermore, the risk
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from rebel forces such as Naxalites exist.
Western region is perhaps the most open and fastest developing of all regions in India,
and state governments have maintained a close relationship with the central government.
However, it also has downsides such as labor disputes, conflicts among residents from industrialization and difficulties in acquiring property.
Southern regions are replete with such industries as manufacturing, IT and tobacco, but
labor disputes in this area is quite palpable and many industrial complexes here are already
saturated.
Northern areas reveal contrasts between areas near the border and around the national
capital. The major state in the capital area, Haryana, has seen steep development, and growing consumption and investment with concrete foundation for the economic growth. On the
other hand, growth in northernmost areas has been slow due to conflicts, existence of sacred
Hindu sites, hilly area, etc.
When it comes to the FDI of India by area, it has been rising fast since the middle of
2000, in spite of the global economic downturn.
FDI inflow by area is as follows: northern area received 40% if FDI from 2000 to 2005,
and western, southern, eastern area accounting for 35, 23 and 2% respectively. But from
2006 to May 2010, western area has experienced a steep FDI increase to 56%. FDI percentage for Northern and Southern areas went down to 26 and 16% while that of the East
remained at 2%.
Recently, Japanese companies have been rushing into the Indian market, increasing in
number from 475 in February 2007 to 1050 in April 2010, which demonstrates double in 3
years. The number of Korean companies in India is about 500 with total accumulated investments of 240 million dollars, an increase of 2.6 times compared to 2005.
The strategy targeting India by areas consists of 4 parts: interlinks and its application
strategy, expansion of business and successful settlement, becoming a strategic base or a
hub, and support for the relevant strategies and encouraging research.
First of all, for interlink in links and its application strategy, different income level by
area and by state and also the consumption patterns/tendencies should be considered. Moreover, deep consideration of the company’s purpose of entering overseas markets, as well as
consideration of the target markets and business environments is also necessary.
Second, large companies need to think of expansion plan for each area, and small and
mid-sized companies should pursue a sequential enlargement of their business, only after
settling down fully in an area with the purpose of effecting growth for that particular industry in India.
Third, when Korean companies make the decision to become a strategic base or hub,

94

K I E P 2 0 1 0 A N N UA L RE PORT

| Review of 2010 Projects |

ASEAN and the rest of South Asia needs to be taken into consideration. For instance, eastern region can be used as a strategic base for expansion to Bangladesh, Myanmar and China.
Likewise, southern area is suited for entry into Sri Lanka and ASEAN, while western area
is suitable for making inroads into Europe and Africa.
Last but not least, it is important to secure Korean-only industry area and/or distribution
centers in each region in order to secure the regional market, and to reinforce the relationship between India and Korea in terms of education, human resources, etc.

Analysis of Nuclear Disarmament of
South Africa, Libya and Ukraine, and Its
Implication on North Korea's Denuclearization

Choongjea Cho, Yunjung Choi, Youngchul Song, and Sooncheol Lee
(In Korean)

●

While the international community tried and continues attempts to resolve North Korea’s nuclear crisis, it has remained an ongoing challenge. North Korea’s nuclear crisis is
a significant and impending task for the international community, in terms of improving
the security situation not only in the Korean peninsula but also in Northeast Asia while
simultaneously achieving consistent economic development in that region. The crisis has
become even more serious once the North withdrew from the Six Party Talks in 2009 and
subsequently attacked the South, violating the Armistice Agreement for the Korean Peninsula. This book introduces three cases of disarmament: South Africa, Libya and Ukraine.
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Based upon the case studies, the book will argue how the three cases can be applied to the
case of North Korea.
This book can be summarized as follows. In the first chapter, the authors provide an
overview of this study; including the study’s background, purpose, range, and types of
methodologies adopted. In the second chapter, the authors analyze reasons why and how
South Africa, Libya and Ukraine developed nuclear weapons. In the third chapter, reasons
for the three countries deciding to give up nuclear weapons and how they gave them up are
analyzed. In the fourth chapter, types of efforts made by the international community in
order to resolve the nuclear problem involving the above three countries are introduced and
the effectiveness of those international efforts are assessed. In the fifth chapter, correlation
between the withdrawal of economic sanctions levied upon the three countries and their
economic prosperity are analyzed. In the sixth chapter, authors summarize lessons from the
three case studies and their implications for North Korea.
In conclusion, economic assistance could be a significant factor in the development of
meaningful relations between the international community and North Korea, but it does not
constitute the key factor in resolving its nuclear crises. One of the outstanding reasons why
the North tried to develop and retain nuclear weapons stem from their intention to use those
weapons as a means for survival; and to maintain the Kim Jung-Il regime, in particular. As
along as North Korea’s fundamental concern remains unresolved, the crises will continue.
This means that the strategy to provide the North with ‘carrots’ will not likely induce North
Korea's disarmament. Therefore, the international community should engage in special efforts to resolve the crises in a more practical manner, such as by helping North Korea create
a more friendly international environment and assimilate itself to the international community, but economic sanctions upon North Korea should be maintained in the meanwhile
to remind everyone of the danger that nuclear weapons pose, maintain the will for their
enforcement among the international community, and to prepare responses for the various
scenarios in which the North gives up nuclear weapons.
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Growth Strategies of Aging:
Economic and Political Implications

Yang-Hee Kim et al.
(In Korean)

●

This study reviews policy responses of four countries-United Kingdom, France, Netherlands and Japan-to low birth and population aging, focusing on the interaction between
social welfare and economic growth policy. Particular attention is given to whether there
exists an explicit growth strategy in these countries in an era of aging populations.
The case study on the United Kingdom shows that the British government has not taken
specific measure in terms of family policy to increase the birth rate, but the government has
pushed for family-friendly policies based on tax reduction and promotion of work participation by women. As for labor policy, the British government traditionally put priority on
flexible labor markets rather than job security, which has been reflected in labor policy for
old workers. The government tends toward 'market mechanism' in labor policy and the pension system. In this regard, the British model is clearly differentiated from the ‘Continental
model’ in Europe.
The French case is unique in that France has enjoyed the highest fertility rate among
OECD countries. In France, there has been a deep-rooted tradition that children are ‘public goods’, and that the government has responsibility for their care and education. It is
this tradition, reminiscent of ‘The Republic’, which contributed to the high fertility rate in
France. As for labor policy, it would be difficult to consider the French case as successful,
because employment rate among the older population in France is very low, compared to
other European countries. This is partly due to the French model of employment based on
corporatism and its culture of early retirement. Recently, the French government has pushed
for increasing employment rate among the older population through compulsory measures,
such as extension of legal retirement age for state pensions and enforcement of job seeking
efforts for older jobless people, in combination with certain incentives such as rights to pen-
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sion benefit for holding an additional job.
The case of Netherlands is characterized by its ‘flexicurity approach’ on labor policy for
women. The Dutch government has emphasized flexible labor markets but has developed
various measures for job security as well, based on the equal treatment between male and
female workers and between full-time and temporary workers. The government makes efforts to secure fiscal consolidation through stricter policy on unemployment benefits and by
raising the age for state pensions.
The study on Japan provides us with various insights for policies concerning an aging
population, because Japan was the first country to begin experiencing serious problems associated with population aging. This had led to worries in government and society in general
concerning the loss of economic growth potential. The consecutive governments have enacted policy initiatives to tackle low birth rates, but they were not successful. In the course
of implementing these policies, Japan’s public finance has deteriorated and this necessitated
the current welfare reforms to secure fiscal consolidation. However, major reforms, such as
pension reforms, have been delayed due to political conflict; uncertainty in state pension
reform caused downturns in domestic demands from fear of loss of disposable income for
the future.
These case studies provide us with some important policy implications. First, it is important to develop well-designed combination of policies in different areas. Until now, Korea's
policy response to low birth and population aging have tended to consider low birth, population aging and growth momentum separately. The focus was on securing growth momentum
in an aging society. But case studies show that it is necessary to interweave policies of different areas so that they can contribute collectively to sustainable economic growth.
Second, labor policy should focus on increasing total amount of employment, rather
than replacing employment between different categories of workers. The previous French
government encouraged older workers to retire early to reduce the unemployment rate of
the younger segment of the population. This initiative turned out to be a failure, resulting
instead in a very low rate of labor participation by older people without achieving the initial
goal.
Third, it is important to provide some incentives to firms that cooperate with the government's policy initiatives on aging. Without voluntary (though incentives) or compulsory
(through legal obligation) participation of the private sector, it can hardly be expected that
labor policy for the older population would bring about tangible outcomes.
Against these case studies, some policy initiative should be considered as follows. First,
it is recommended that the Korean government develop Sejong City as a model of compromise between work and family life. Given that construction for Sejong City is ongoing and
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important sections of various Ministries and public institutions will move in, the government initiating various policy experiments would not be unreasonable. Second, it is urgent
to develop concrete measures for evaluating the performance of government policies on
low birth and population aging. Considering that government plans to invest more in these
policies will entail budget constraints, it will be more important to evaluate adequately the
performance of such public spending.

Enhancing the Effectiveness of
South Korea's Multilateral Aid

Jione Jung et al.
(In Korean)

●

Upon becoming a new member of the OECD Development Assistance Committee
(DAC) recently, Korea is beginning to play an active role in international development communities, taking steps to strengthen its position as a donor by increasing its aid volume and
quality. In this context, Korea’s engagement with multilateral development organizations
is expected to grow and Korea should take the opportunity to extend its global influence
and develop strategic linkages between its bilateral and multilateral assistance. This study
analyzes the global trend and major issues of multilateral aid to suggest strategic directions
for Korea as well as drawing out policy implications.
This paper first reviews the trend of multilateral aid of DAC donors, the structure and
major activities of key multilateral agencies such as the UN and multilateral development
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banks (MDBs). The global volume of multilateral aid as of 2008 reached at 35.5 billion dollars which represents 26% of total ODA flow. Korea provided 268 million dollars during the
period, the second highest among the DAC members in terms of the share of multilateral
aid in a country’s total ODA.
A review of the multilateral aid strategies of Denmark, Australia, and Switzerland is
conducted. Denmark established its multilateral strategy in 1990s and has approached with
systematic efforts to cooperate with other donors to assess the effectiveness of multilateral
aid and to develop its own multilateral evaluation framework. Australia has similarities with
Korea in terms of multilateral aid volume and its strong focus on MDBs. Australia has a
high proportion of non-core contribution for active engagement with the Asia Pacific region and to respond flexibly to regional challenges, thus meeting its economic and security
interests. Aid by Switzerland consists of two main pillars that are similar to Korea’s, but
the government prioritizes cooperation among various domestic actors to build a common
multilateral aid strategies.
The following chapter presents its analysis around the recent issue of fragmentation, balance between core and non-core contribution as well as multilateral organizations’ reform
after the global economic crisis. It also reviews multilateral effectiveness evaluation systems and surveyed a growing trend of global funds. Lastly, it also examined the participation
in aid procurement to identify Korea’s challenges and opportunities.
This paper concluded with recommendations for Korea’s multilateral aid strategy and
policy actions. Korea needs to set up a comprehensive multilateral strategy with more focused and selective perspectives. Given the high level of aid going into MDBs, Korea needs
to develop a systematic approach to fully utilize its multilateral assistance programs. As a
recommendation, this study suggests the importance of establishing a long-term partnership
agreement with core multilateral partners. It also carefully advises the expansion of noncore contribution as a transitional approach to the fully scaled-up multilateral aid while the
strategy of multilateral aid should be aligned with that of bilateral aid. Finally, this study
suggests that Korea should actively participate in joint multilateral aid monitoring and evaluation systems to provide feedback for relevant outcomes in order to improve the effectiveness of its multilateral aid.
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③ Research on Current Issues

 World Economy Update
10-01

Causes and Lessons of the Toyota Recall Incident

10-02

Prospect of Yuan Appreciation and Its Impact on Korea

10-03

China’s G20 Strategy and Positions

10-04

The Direction of North Korea’s Economic Policy and Its 2010 National Budget as Revealed
from the 12th Supreme People’s Assembly

10-05

Prospect of the Continuing Weakness of the Euro and Its Impact

10-06

The Start of Korea-Turkey FTA Negotiations and Its Significance

10-07

Highlights of the US Government’s ‘SPS-TBT Report’ and Response Strategy

10-08

The Restructuring of the EU Financial Supervision System and Its Implications for Financial
Cooperation in East Asia

10-09

Evaluation of Japan’s Recent Asian Emerging Market Strategy

10-10

Evaluation of the Economic Conditions in Korea and Abroad in View of Policy Rate Rises

10-11

World Bank Group and the Reform of the IMF’s Governance Structure and the Implications
Thereof

10-12

Overview of the Southern European Economic Crisis and Outlook

10-13

Global Trends in CDM Projects and Implications

10-14

What the European Crisis Says About the Causes and Possibility of Financial Crises

10-15

Highlights of the 3rd Korea-Japan-China Summit and Assessment

10-16

The Proposed Bank Tax and its Implications

10-17

International Macro-financial Environmental Forecast for the 2nd Half of 2010

10-18

Highlights of Japan’s New Growth Strategy and Assessment

10-19

International Trade Environmental Forecast for the 2nd Half of 2010
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10-20

Results of the G20 Summit in Toronto and Future Tasks

10-21

Economic Trends in Major Countries during the 2nd Half of 2010 and Outlook

10-22

EU’s FTA Negotiations with ASEAN and Their Potential Effects on Korea-EU Trade

10-23

Highlights of the China-Taiwan ECFA and Implications

10-24

Characteristics of the Changes in the Comparative Advantage Pattern between Korea, China
and Japan and Their Implications

10-25

Japan’s Bilateral Greenhouse Gas Reduction Mechanism: Details and Implications

10-26

Characteristics of Export Growth Following the Korea-Chile FTA and Implications

10-27

Effects of the India-Japan FTA and the Korean Response

10-28

Increase in Capital Inflow to Emerging Market Countries and Short-term Capital Regulation

10-29

Evaluation of Japan’s ‘Basic Policy for Comprehensive EPA’ and the Implications Thereof

10-30

Highlight of the COP 10: Focus on the ‘Nagoya Protocol’

10-31

UN Convention on Climate Change: Trends and Outlooks

10-32

Results of the G20 Summit in Seoul and Future Tasks

10-33

Highlights and Significance of the 12th Five-Year Plan of China Unveiled at the Fifth Plenary
Session of the Chinese Communist Party’s 17th Central Committee

10-34

World Economic Outlook 2011 (summary)

10-35

Assessment of the Extra Negotiations for the Korea-US FTA and Implications Thereof

10-36

Background to Ireland’s Rescue Package and the Potential for Risk Contagion

10-37

World Economic Outlook 2011: The International Trade Environment

10-38

Change in China’s Economic Cooperation with North Korea and Outlook

10-39

World Economic Outlook 2011: The International Macro-financial Environment

 Regional Economic Focus

102

10-01

The Opening of the ‘Central Asia-China Gas Pipeline and Its Policy Implications

10-02

International Community’s Haiti Earthquake Relief Support and Implications

10-03

Results of the Chilean Presidential Elections and the Outlook for Future Economic Policies

10-04

Highlights of Japan’s New Growth Strategy and Implications
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10-05

The Current State of ASEAN Economic Integration Seen through the Example of European
Integration

10-06

Highlights of the ‘Strategy for Overcoming the Economic Crisis in Russia 2010’ and Implications

10-07

Key Issues of China’s National People’s Congress and Chinese People’s Political Consultative
Conference 2010

10-08

Results of the Ukrainian General Elections and Policy Forecast

10-09

India’s 2010-2011 Budget Plan and Implications

10-10

Japan’s Lithium Secondary Battery Market and Technological Development Trends

10-11

Passage of the US Healthcare Reform Bill and Outlook

10-12

The Recent Overheating in the Chinese Real Estate Market and Outlook

10-13

Significance of Korea-Columbia FTA Negotiations and Response Strategy

10-14

India’s Implementation of a Full Exit Strategy: Highlights and Outlook

10-15

Assessment of Japan’s Current Cabinet after Six Months in Office and Upper House Election
Predictions

10-16

Status Report on China-Taiwan ECFA Negotiations and Implications

10-17

Background to and Timeline of the Spiraling China-US Dispute over Anti-dumping and Countervailing Duties

10-18

Trends in and Characteristics of Foreign Aid among Middle-Eastern Oil Producing Countries
and Implications

10-19

Background to the Japanese Government’s Measure to Protect Non-regular Employment
and its Evaluation

10-20

The Approval of Greece’s Rescue Package and Outlook for the Southern European Fiscal Crisis

10-21

Abu Dhabi’s Development Strategy and the Estimation of Economic Cooperation Demand

10-22

Highlights of the China-Costa Rica FTA and Implications

10-23

Assessment of the UK General Elections and Outlook

10-24

Australia’s 2010-2011 Budget Plan and Implications

10-25

Current Status of Major Countries’ Economic Cooperation with Mongolia and Strategy for a
Korea-Mongolia Relations

10-26

Highlights of the 2nd US-China Strategic and Economic Dialogue and Implications

10-27

The Significance of the Democratic Party’s Coming to Power in Japan and Tasks
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10-28

Ripple Effects of the Hungarian Fiscal Crisis and Outlook

10-29

Assessment of the 2010 General Election in Iraq and Economic Outlook

10-30

Status of the India-Japan Joint Delhi-Mumbai Industrial Corridor Project and Implications

10-31

Results of the National Referendum in Kyrgyzstan and Outlook

10-32

Japanese Upper House Election: Assessment and Outlook

10-33

Japan’s Fiscal Consolidation Plan: Evaluation and Implication

10-34

Results of the EU Bank Stress Test in the EU and Outlook

10-35

Turkmenistan’s National Development Strategy and How Korea Can Participate in Related
Projects

10-36

Highlights of the Iran Sanction and the Accountability and Divestment Act of the US and Implications

10-37

Highlights of Supplementary Agreement VII to the Chinese Mainland-Hong Kong CEPA VIII
and Implications

10-38

Highlights of Saudi Arabia’s 5th Five Year Development Plan and Implications

10-39

The Senkaku Islands Dispute and Japan’s Struggle to Secure Rare Earth Elements

10-40

The Likely Effects of Major Countries’ Sanctions against Iran on the Iranian Economy and Implications

10-41

Results of the US Mid-term Elections and Economic Policy Outlook

10-42

General Elections in Myanmar and the Release of Aung San Suu Kyi: Significance and Outlook

10-43

Results of the African General Elections in 2010 and Assessment

 China Briefing: Trends by Province

104

10-01

Highlights and Assessment of the 2010 Province-Level NPC (National People’s Congress)CPPCC (Chinese People’s Political Consultative Conference) Sessions: City of Beijing

10-02

Highlights and Assessment of the 2010 Province-Level NPC-CPPCC Sessions: Liaoning
Province

10-03

Highlights and Assessment of the 2010 Province-Level NPC-CPPCC Sessions: Shandong
Province

10-04

Highlights and Assessment of the 2010 Local-Level NPC-CPPCC Sessions
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10-05

Highlights of 2010 Province-Level NPC-CPPCC Sessions: Hubei Province

10-06

Highlights and Assessment of the 2010 Province-Level NPC-CPPCC Sessions: City of
Shanghai

10-07

Highlights and Assessment of the 2010 Province-Level NPC-CPPCC Sessions: City of
Chongqing

10-08

Highlights and Assessment of the 2010 Province-Level NPC-CPPCC Sessions: Zhejiang
Province

10-09

Highlights and Assessment of the 2010 Province-Level NPC-CPPCC Sessions: Guangdong
Province

10-10

Highlights and Assessment of the 2010 Province-Level NPC-CPPCC Sessions: The Development of the New Tianjin-Binhai District and Its Opening

10-11

Highlights and Assessment of the 2010 Province-Level NPC-CPPCC Sessions: Jiangsu
Province

10-12

Highlights and Assessment of the 2010 Province-Level NPC-CPPCC Sessions: Jilin Province

10-13

Significance and Implications of the Purchase of Volvo by China’s Geely

10-14

The Shanghai Expo and Development of Yangzi Delta Metropolises

10-15

Highlights and Assessment of the 2010 Province-Level NPC-CPPCC Sessions: Henan
Province

10-16

Trends in Beijing’s Software Industry and Implications

10-17

Current Status of Development of the Taiwan Strait West Coast Economic Zone in Fujian
Province and Implications

10-18

Globalization Efforts of Chinese Firms in Jangsu Province and Implications

10-19

Urbanization Strategy for Liaoning Province According to the Shenyang Economic Zone
Development Plan

10-20

Status of Industrial Transfer toward Anhui Province in Central China and Implications

10-21

Key Issues of the Homeowner Property Tax Reform in the City of Shanghai and Outlook

10-22

Current Status of Economic Cooperation Channels between Northeast China and Japan
and Implications

10-23

Changes in the Business Environment of Guangdong Province’s Export Processing Firms
and Implications

10-24

Current Status of Development of the Environmental Protection Industry in Hunan Province and Implications

10-25

Recent Characteristics of the Labor Market in Shandong Province and Outlook

10-26

Highlights of the Plan for Foreign Investment Promotion in Central China and Implications

10-27

The Economy of Hebei Province and Development Strategy
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10-28

Details of the Chinese Strategy for the Protection of Rare Earth Elements and Implications

10-29

China’s LED Lighting Industry Support Policy and the Opportunity of Liaoning Province

10-30

Highlights and Evaluation of the 2010 Blueprint for Economic Development in Western
China

10-31

The City of Beijing’s Strategy for Developing and Attracting Skilled Human Resources

10-32

Ten Years of Industrial Transfer in Jiangsu Province: Assessment and Outlook

Beijing Office Briefing

106

10-01

Recent Changes in Regional Development in China and Related Strategies (Ⅳ): Central
Region

10-02

Green Tax System in China and the Proposed Introduction of a Carbon Tax

10-03

China’s 7th Plan for Joint Development of the Tumen River Area

10-04

Comparison of the Results of the 12th Economic Census in China

10-05

Major Economic Policy Undertakings by the Chinese Government, in 2010, by Agency

10-06

The Current Status and Characteristics of the FDI of Chinese Companies

10-07

The Developmental Direction of China’s Strategic New Industries and Outlook

10-08

Highlights and Significance of China’s 2011 Central Task 1

10-09

The Evolution of China’s Social Class Structure and Recent Characteristics Thereof

10-10

The Current Status and Characteristics of China’s Regional Development Policy

10-11

Status Report on Trade Remedy Investigations against China and the Chinese Reaction

10-12

The Establishment of Investment and Financing Companies by China’s Local Governments
and Potential Financial Risks

10-13

Investment Environment Change in China Caused by Labor-Management Strife in Foreign
Invested Companies and the Chinese Government’s Response Measures

10-14

Migrant Worker Surveys in China and Main Reasons for the Migrant Worker Shortage

10-15

Current Status of Construction of the High-Speed Rail in China and Expected Benefits

10-16

The Current Competitiveness of China’s Banking and Insurance Industries

10-17

The Most Influential Businesswomen in China 2010

10-18

The Status of Progress of China’s 11.5th Plan and Projected Contents of the 12th Five-Year
Plan
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10-19

The Characteristics of China’s ‘New 36 Articles’ and Outlook

10-20

Highlights of China’s Five Pearl River Delta Integration Plans

10-21

Current Status of the Chinese Nuclear and Wind Energy Industries and Development
Plans

10-22

Gray Income in China and Its Influence on Income Distribution

10-23

China’s Policy for the 7th Selection of Strategic New Industries by Industry
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④ Periodical Publications

Journal of East Asian Economic Integration (JAEI)

• 2010. Volume 14, Number 1

108

Macroeconomic Adjustment to the Lehman Shock in Japan

Kazumi Asako,
Katsuaki Ochiai

U.S. Banking Deregulation and Emerging Market Loans: Potential Links and
Evidence, 1984-2005

Hyun Koo Cho

Towards a Single Market: A 21st-Century Vision for Asia Pacific Economic
Integration

Andrew Elek

Making the Outcomes of the Doha Development Round Favorable for Developing Countries: Reflections on a Feasible Proposal for a Special Safeguard
Mechanism

Francis Shasha
Matambalya

The Structure of Trade in Genetic Resources: Implications for the International ABS Regime Negotiations

Mikyung Yun

International Capital Mobility: A Panel Analysis for OECD Countries

Sangjoon Jun

The Role and Magnitude of Order Flow in Seoul’s Foreign Market

Chae-Shick Chung

Balassa-Samuelson Effect in Won/Dollar and Won/Yen Exchange Rates

Dong-Hwan Oh
Kyttack Hong
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Journal of East Asian Economic Integration (JAEI)

• 2010. Volume 14, Number2
Explaining Home Bias in Trade: The Role of Time Costs

In Koo Lee

The Productivity Spillover Effect of Direct Foreign Investment in Korea

Hyuk Hwang Kim
June Dong Kim

The Role of Exchange Rates in Korea's Commodity Trade with China

Gab-Je Jo

Building an Early Warning System for Crude Oil Prices Using a Neural Network Wonho Song
What Makes International Capital Flow So Volatile?: Push vs. Pull Factors in the Tae-Joon Kim
Case of Korea
Jai-Won Ryu
Informational Efficiency in the USD/KRW Spot Market: Some Evidence from a
Changmo Ahn
Joint Runs Test and Foreigners’ Trading Rule Profits
Changing Pattern and Relation with the Technological Level of Korean and JapYongyul Kim
anese Export Competitiveness
A Study on GHG Abatement Costs in Korea: International Emissions Trading and Chang-Soo
Major Sectors of Carbon Reduction
Lee Nam-Yil Kim
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KIEP

① Research Plan for 2011
➲ In the area of international macro-finance, the objective of the research is to find ways to
increase the resilience of the Korean economy in the face of external shocks and provide
policy directions allowing Korea to respond proactively to changes in the post-crisis international financial order.
- One of the main lessons of the global financial crisis has been that external shocks can
spread to and weaken the real economy and finances. Research in 2011 will focus on ways
to protect the Korean economy from various structural vulnerabilities.
- Proposing policy alternatives to the Korean government amid post-crisis debates about
a new international financial order, including the overhaul of the international monetary
system while China’s influence is grows rapidly, is also an important objective.
- Major changes that occurred in the wake of the financial crisis included those affecting
global governance, such as the consolidation of the G20, scheduled to meet on a regular
basis in the future. Changes in the international financial and trade order and the shift in
the relationship with emerging market countries will be closely monitored so as to develop
medium and long-term trade policies for Korea, that are aligned with the emerging environment.
➲ In 2011, amid the accelerating pace of recovery in the world economy and trade, two of the
top issues receiving the attention of observers both here in Korea and abroad are likely to
be economic stimulus measures heavily centered on protectionist measures (in particular,
NTB-based measures) and developments in DDA negotiations. Hence, Korea’s response
to maximize the beneficial effects of market-opening will constitute the focus of this research.
➲C
 onducting in-depth analysis of the shifting world economic order since the outbreak of
the global crisis and related trends, proposing directions for international economic policy
vis-à-vis strategic economic cooperation partner regions and countries, in addition to disseminating the results of these studies will also be important objectives.
- Study of developed countries, China and large emerging market countries and other emerging market countries by region; identification of potential strategic partners for economic
cooperation regions; strategic in-depth regional analysis aimed at promoting economic
cooperation.
- Dissemination of the results of the above-described studies for the benefit of the govern-
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ment and private sector, through various channels, including publication as research reports and research materials or through the World Economy Update, Regional Economic
Focus, China Briefing: Trends by Province, or sharing through expert pools, forums and
seminars.
➲ In the area of international development cooperation, research will be conducted to assist
the establishment of Korea’s South-South cooperation strategy, and efforts will be made
to gain greater insight into FTA and FDI activities in the East Asian region, while analyzing
how the changing economic relationship between North Korea and China may affect NorthSouth relations, and discovering related research tasks.

② Basic Research Tasks

1

China’s Changing Role and Status within
the International Financial System and
Implications

● Objectives of the Study
● China’s growth is not limited to the real economy in the form of industrial development
or economic expansion. China is gaining an increasing influence also in the financial area,
and this is expected to have major consequences on the international financial market and
financial order, going forward.
- China’s large current account surplus and huge stockpiles of foreign exchange reserves
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are becoming an important variable for the international financial market. With its recent
investment in the Korean bond market, China is now directly affecting the financial markets in Korea as well.
- Along with trade and other forms of real transactions, China represents a growing share in
international financial transactions, including foreign exchange. Chinese financial institutions are, therefore, becoming major actors in the international financial markets, and this
suggests the possibility of Hong Kong or Shanghai emerging as a center for international
finance in the near future.
- Fostering the yuan as an international currency is a long-term goal of China, which is also
making efforts to expand its influence in regional financial markets and also in regional
cooperation in Asia.
- Finally, using its economic clout, China has increased its stake in the IMF, while calling for
changes in global financial governance.
● This being said, there are also less optimistic views about China’s influence on the international financial system in which its sway would be reduced by endogenous restrictive factors
of the Chinese financial environment; namely, an underdeveloped financial sector due to
government regulation, accumulated bad debt and restrictions on foreign exchange and
capital transactions. There is, therefore, a need for a more comprehensive evaluation of
China’s current role and prediction of its future role.

● Expected Benefits
- The research would allow is to predict the effect on Korea of the increased Chinese investment in the Korean bond market, changes in settlement currencies due to the internalization of the yuan, China’s growing importance in Asia’s regional financial cooperation, the
globalization of Chinese financial institutions, improvements in their competitiveness and
the emergence of an international financial center located in China; and contribute to establishing policy directions that are conducive to minimizing shocks to the Korean economy
and exploiting such changes as an opportunity for growth.
▶ Project Manager Bokyeong Park
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2

Analysis of Economic Costs of
Trade Protectionism in the Global Age and
Policy Implications

● Objectives of the Study
● Since the onset of the current global economic crisis there have been widespread discussions about joint international efforts to prevent protectionist trade measures. But, as was
made clear by discussions of the ‘Buy American’ clause in the US, back in 2009, internal
demand, in major countries, for protectionism is only growing.
- International organizations like the OECD and IMF have conducted wide-reaching studies on the economic costs incurred from protectionism of the traditional type, based on
tariffs and quotas. There is, on the other hand, a dearth of research results concerning
anti-dumping, safeguards and remedies.
● Under the current WTO system, protectionist measures other than tariffs are prohibited. As
it is difficult to raise tariffs above binding levels, this is giving rise to new types of protectionism in the form, for instance, of government procurement.
- The Obama administration, under the National Export Initiative (NEI) unveiled in 2010, which
set the goal of doubling US exports within the next five years, is expected to actively pursue
FTA and DDA deals while also making efforts to reduce protectionist trade barriers in place
in countries that are the key trade partners of the US.
● The main objective of this study is to quantitatively assess the economic costs of trade protectionism, and conversely, calculate the benefits of economic opening and liberalization
so as to translate them into concrete figures. Another objective is to propose directions for
improvement in trade-related policies and systems in Korea to help increase the openness
of the Korean economy.
- Even though an international agreement was reached during the G20 summit held, in Seoul
in November 2010 on combating protectionism, it is feared that persisting global imbalances may further spread the protectionist wave.
- Assessing the economic costs of trade protectionism and exploring policy directions for
minimizing such costs, therefore, have great significance for the Korean economy at the
current juncture, where the government has opted for a growth strategy based on economic opening.
● This study is aimed at estimating the economic costs of various protectionist tools, including
such traditional tools as tariffs and quotas, and exploring ways to respond to them so as to
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develop a medium
- and long-term trade strategy to assist Korea in becoming an advanced leading nation.

● Expected Benefits
- Policy alternatives to use in trade regulation-related discussions in the context of WTO
negotiations or FTA negotiations.
- Supply of policy references useful when developing and implementing an international
economic strategy.
▶ Project Manager Nakgyoon Choi

3

Analysis of the Effects of International
Short-term Capital Regulation and
Implications

● Objectives of the Study
● During the unfolding of the financial crisis in 2008 and 2009 there was a massive movement
of foreign portfolio investment capital, at a scale far exceeding levels seen in the past, thus
heightening volatility in the financial markets. As a result, the sudden inflow and outflow
of international portfolio investment capital came to be perceived as a problem, setting off
discussions about regulating capital movement.
● In addition to foreigners’ portfolio investment there has also been a sharp increase in investment by Koreans in overseas portfolios since 2007, which had the effect of worsening the
turmoil in the financial markets, during the financial crisis.
● Short-term borrowings by banks also proved a destabilizing factor for the Korean financial
system, widening the volatility of the foreign exchange market.
● This study investigates the effects of international short-term capital regulation to draw implications for future regulatory directions.

● Expected Benefits
- This study is expected to contribute insights to policy-making on short-term capital movement, and to
forge a regulatory approach that is conducive to the stable growth of Korea’s overall economy.
▶ Project Manager In Huh
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4

Toward a New International Monetary System: Its Necessity and Available Options

● Objectives of the Study
● In the wake of the global financial crisis there was a heightened demand for breaking away
from the existing US dollar-centered international monetary system in favor of a new system. With the debate on an alternative monetary system taking place especially actively in
Europe and in China, whether a radical departure from the existing system is possible at all
has emerged as an important question.
● Calls for the reform of the international monetary system has already been heard back in
1997, following the outbreak of the foreign currency crisis in East Asia. The issue was raised
at that time together with the need to introduce changes to the global financial architecture
but failed to yield concrete answers, due to the absence of an alternative world currency. Today, with the creation of the euro and the potential of the yuan for replacing the US dollar as
the world currency, the environment may be ready for an actual change in the international
monetary system.
● With France preparing to make this issue a major topic at the 2011 G20 summit, and in
order for Korea to have an appropriate policy response, it is urgent to conduct research to
diagnose the possibility of the international monetary system changing over the mediumto long- term, and if so, understand the impact of such changes on both the domestic and
international financial sector as well as the overall economy.
● Even though it is unlikely that a change would occur to the international monetary system
over the short-term, given how the economic influence is already shifting in the real sector,
the same shift in influence is expected to take place in the monetary and financial field as
well. Hence, there is a need for research to predict the directions of such change and how
the change will impact the economy and financial sector so as to explore, in advance, directions that Korea should take in international monetary cooperation.

● Expected Benefits
- First, the results of this study can serve as references in developing Korea’s policy alternative for the G20 summit and be of assistance in the monetary debate during the summit, as
theoretical and empirical evidence.
- Second, the analysis and forecasts related to the international monetary system provided
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by this study will allow Korea to adequately prepare for the coming changes.
- Third, preparatory steps for Korea's participation in regional financial cooperation in anticipation of the emergence of a regional monetary system.
▶ Project Manager Deok Ryong Yoon

5

Potential External Risk Factors and Their
Macroeconomic Effects

● Objectives of the Study
● Korea’s economy, small in size and open, is vulnerable to various types of external shock.
- The Korean economy has been subjected to shocks from overseas in the form of the spiraling price of crude oil and other raw materials, international financial crises and recessions
overseas.
● Since the early 2000s, the international economic landscape has been largely reshaped by
the rise of China and other Asian countries and the birth of the Eurozone. On the domestic
front there have been changes in industrial structure, export product categories and the
relative importance of trade partners, and Korea has now opened up its financial markets
to foreign companies. As a result, the types of external risk facing Korea and how external
risks impact its economy have also changed considerably.
- Until the 1990s, Korea traded mainly with the US and Japan, but in the late 2000s, China
became its biggest trade partner, with trade with the Euro area increasing sharply as well.
● It is, therefore, important to understand the external risk factors that can affect Korea under
the changing international economic environment and make efforts to prepare measures
to counter them.
- Although the influence of the economic downturn in the US on the Korean economy, for
example, has been extensively researched, there is an almost complete absence of studies
on how a similar economic downturn in China or the Eurozone could affect the economy
in Korea.
● In this study, a series of scenarios for the next five years, involving various international
macroeconomic risk factors, will be created to understand their influence on the Korean
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economy.
- The scenarios will be finalized through surveys of experts in the relevant fields, seminars
and interviews with them.
- The topics covered in the discussion may range from changes in the way the Chinese government manages the yuan to changes in risk premia on Euro-area sovereign debt, the
possibility of a fiscal crisis in Japan, possibility of a spike in international grain prices and
the possibility of a raw materials price hike.
- For this simulation-experiment analysis, the KIEP six-country macroeconomic model, a
model created by modifying the IMF’s GIMF model, will be employed.
● The study will also estimate, through empirical analysis, the external shocks experienced
by the Korean economy since the early 2000s and the effects of the government’s macroeconomic policy.

● Expected Benefits
- This study could contribute to improving the understanding of economic risks under a
changed international economic environment and finding appropriate response measures.
- This study will also produce an assessment of the effectiveness of Korea’s macroeconomic
policy.
▶ Project Manager Dong-Eun Rhee

6

Evaluation of the East Asian Development
Model and Future Tasks:
Comparison with US/UK Model

● Objectives of the Study
● Moves to devise an economic development model for East Asia began in Japan during the
post-World War II period. The model created then has been adopted in most East Asian
countries, including China, since the early 1980s.
● The East Asian model, although it varies somewhat depending on the country, has a com-
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mon denominator shared in the economic development process of most countries in the
region. It is widely recognized that this model has been the main driver for economic growth
in this region in the post-war era.
● However, when the foreign currency crisis broke out in Thailand, back in 1997, and spread
throughout the region, the East Asian model came under criticism, with some of the nonmarket factors in this model pointed out as culprits for the crisis.
● The IMF’s rescue package was conditioned on an active implementation of US/UK-style
market-economy measures on the part of its Asian recipients.
● In the wake of the Asian crisis, a good number of East Asian countries came to embrace the
US/UK-style system to a degree, by the argument of international opinion leaders and the
IMF, on the one hand, and on the other, by a spontaneous recognition that the East Asian
model was in crisis. The current East Asian model is, as a result, somewhat different from
how it was prior to the Asian foreign currency crisis.
● However, there is a continuous undercurrent in the economy of East Asian countries, despite individual differences. A higher degree of government intervention compared to Western countries, importance of exports, importance of manufacturing and high savings rates
are core elements of the East Asian economic model that are shared by all countries in the
region.
● Meanwhile, the global financial crisis of 2007-2008, of US origin, slowed the economy worldwide as it spread around the globe. Starting in the 2nd half of 2009, Asian economies recovered at a brisk pace. With such strong recovery in Asia, in contrast to the faltering recovery
in the West, the tables were turned once again, making a correction of the previous assessment of the East Asian model as being inferior vis-à-vis the UK-US model now necessary.
● For example, during the 4th quarter of 2010, East Asian economies, including China (11.9%),
Hong Kong (8.2%), Taiwan (13.3%), Singapore (16.9%), Japan (4.2%) and South Korea (8.1%),
resumed solid growth rates (all rates on a year-on-year basis) that were higher than in any
other region in the world as well as being very respectable even when compared to their
own past records.
● The growth managed by Western economies was paltry in comparison, with the US recording 2.5% growth, UK -0.2%, Eurozone 0.6% and Germany 1.5% (all rates on a year-on-year
basis). The European fiscal crisis and the possibility of a new economic downturn in the US,
meanwhile, are further signs of faltering recovery from the global financial crisis.
● This poor performance of the West inevitably begs questions about the sustainability of the
UK-US (Western) model characterized by the importance of the market, domestic demand,
service industries and low savings rates.
● The goals of this report are to compare economic performance in East Asia and among
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Western economies in the post-global financial crisis period; evaluate some of the core elements of the East Asian model by comparing them with the UK-US model; examine the
East Asian model for similarities and differences that exist between countries; and finally to
propose future tasks for the East Asian model and present implications for Korea.

● Expected Benefits
- Future tasks for the East Asian model will be identified and the implications will be derived
for Korea through a comparison of economic performance, since the global financial crisis,
between East Asia and the West. A comparative analysis of the East Asian and the Western
models will be carried out and an examination of the East Asian model for any similarities
and differences between individual East Asian countries will also be established.
▶ Project Manager Jonghwa Cho

7

APEC Economic Integration and
Rules of Origin: APEC Cooperation
Tasks and Economic Effects

● Objectives of the Study
● Due to a number of reasons, including the failure of the EVSL (Early Voluntary Sectoral
Liberalization) initiative of 1997, the spread of the East Asian economic crisis, functional
limitations of APEC coming to light and the DDA stalemate, a number of APEC countries
have been seeking to protect their trade interests by entering into FTAs/RTAs (hereinafter
“FTAs”) with other countries and regions, since the early 2000s.
- As of late 2009, of the 111 total FTAs entered into by APEC countries, 43 were concluded
with other APEC members.
- Various initiatives are currently underway as part of the efforts toward REI (Regional Economic Integration) to use the wave of FTA deals among APEC countries as a stepping stone
toward building a regional community in Asia Pacific, which, incidentally, is the founding
goal of APEC.
● Despite the other benefits offered by FTAs, the various and complex procedures for check-
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ing product origin in the FTA deals between APEC countries, rapidly forming a crisscrossing
network extending across the region, are causing additional transaction costs and offsetting
the trade creation effect of tariff-lowering or facilitating its removal altogether.
● In order to maximize the benefits expected from the FTAAP, whose negotiations are currently in progress through the APEC summit, aside from the ensuring that the agreement
is comprehensive and of high standard, advance efforts should also be made for harmony
and integration at the level of APEC; in a manner that minimizes the administrative costs
resulting from the various rules of origin.
● This study examines the characteristics of the rules of origin in effect under major FTA deals
in the Asia Pacific ahead of the creation of the FTAAP, the gigantic new free economic zone
to be set up in the region, to look for ways of harmonization and integration that can magnify
the benefits of this economic zone. The effects of such harmonization and integration will be
estimated.

● Expected Benefits
- Ways of cooperating in rules of origin-related issues that can help increase the beneficial
effects of APEC economic integration.
- Policy measures to create an environment for constructive dialogues on APEC economic
integration to establish measures in line with Korean policies regarding FTAs/RTAs.
▶ Project Manager Sangkyom Kim

8

A Competition Policy for the Maximization
of Economic Opening

● Objectives of the Study
● The progress made in market opening through FTAs, among others, is expected to contribute to increasing consumer welfare and improvement of efficiency in resource allocation.
- The elimination of tariff and non-tariff barriers should bring down prices of imported products and competing domestic products, while also causing product quality to improve.
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- Also, the elimination of trade barriers through market opening, reducing the mechanisms
to shield inefficient industries, should promote the more efficient input of production resources into these industries; hence, enhancing the overall efficiency in resource allocation.
● These benefits of opening, meanwhile, can be maximized through the competitive operation
of domestic markets following the opening.
- If foreign suppliers entering the domestic market gain competitiveness and erode local
suppliers’ share to such an extent as to monopolize it, this would have the opposite effect of
undercutting the welfare of Korean consumers.
- Foreign suppliers monopolizing the domestic market, furthermore, can render the allocation of resources inefficient so as to maximize their own monopoly profits.
● It is, therefore, essential that market opening is accompanied by a competitive operation of
the market and related policies must reflect this requirement.
● The objectives of this study is to analyze how the competitive structure of the domestic market is affected by opening, using corporate data from various sectors of the Korean economy, and propose policy alternatives to promote competition in the domestic market.
● Previous policy studies focused mainly on the competition structure within the Korean market or competition laws overseas. Academic literature, meanwhile, consists mostly of overseas studies, and none of them is about Korea.
● This study investigates how the progress in market opening has affected the competition
structure of the Korean market and how it has been used to promote and maintain competition.
● In concrete terms, this study, ahead of the creation of a huge new free economic zone in
the Asia-Pacific region (FTAAP), will examine the characteristics of the rules of origin under
major FTAs within the region, explore ways of harmonizing and unifying these rules of origin
in a manner to magnify the effects of the FTAAP and estimate the economic effect of such
harmonization and unification.

● Expected Benefits
- Understanding of changes in the competitive structure of the Korean market as a result of
market opening.
- Estimation of the effects of competition policy on market structure.
- Competition policy options adapted to the open market.
▶ Project Manager Hankyoung Sung
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9

Determinants in Korean Intermediate Input
Trade and Productivity Spillover

● Objectives of the Study
● The share of intermediate input trade in overall global trade has been reported to exceed
that of capital goods or consumer goods.
● This has much to do with the vertical division of labor resulting from the globalized production networks of Korean import-export firms, as well as multinational firms, and increase
in global outsourcing.
● Intermediate input trade accounts for a sizeable share in Korea’s trade pattern as well
- The share of intermediate input trade, although it varies depending on the trade partner, is
estimated at 40-50%.
● However, compared to its importance, attempts at precisely understanding intermediate
input trade have been surprisingly rare.
● The goal of this study is to examine the current state of Korea’s intermediate input trade,
determinants and performance thereof and derive policy implications from the results of
the analysis.

● Expected Benefits
- Overseas production by multinational firms is expected to increase further.
● As this is bound to drive up the volume of intermediate input trade worldwide, as well as in
Korea, the study investigates the pattern in intermediate input trade and its ripple effect in
order to derive practical implications for Korean FDI overseas and trade policy, and to suggest appropriate competition policy options.
▶ Project Manager Hea-jung Hyun
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Directions for the Introduction of

10 a GSP (Generalized System of Preference)
in Korea

● Objectives of the Study
● The generalized system of preference (hereinafter the “GSP”) is a system in which developed countries give preferential tariff treatment to developing countries, under the goal of
promoting economic growth in the latter through trade growth, by applying tariffs that are
lower than MFN tariffs or waving tariffs on products imported from them.
● The preferential tariff treatment for developing countries is an issue that has been discussed
since the creation of the UNCTAD. The discussion took a concrete turn starting at the 1st
UNCTAD session held in 1964.
- Since then, an arrangement was negotiated between developed and developing countries,
through the UNCTAD and OECD; and in 1970, an additional agreement was reached for the
introduction of the GSP by the UNCTAD Trade and Development Board.
● Trade preferences under the GSP scheme were granted to developing countries by developed countries starting in 1971. Initially adopted by six EC countries, the scheme is now in
place in 13 countries worldwide.
● The GSP scheme is considered to have benefited numerous developing countries, including
South Korea, over the decades; helping them in terms both of trade growth and economic
growth, and remains today one of the most representative support programs for developing
countries.
- South Korea, one of the biggest beneficiaries of the GSP scheme, has now reached a point
where it should be a benefactor under this program.
● This study is aimed at developing a strategy for introducing a GSP scheme that is best adapted to Korea.

● Expected Benefits
- A member of the OECD/DAC since 2009 and host of the G-20 summit in November 2010,
South Korea has come to play a significant role in the international community, and the introduction of a GSP scheme is currently being talked about as part of the efforts to enhance
its status on the world scene. This study will provide important basic knowledge necessary
for the introduction and operation of a GSP scheme.
▶ Project Manager Mee-Jin Cho
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The Impact of Technical Barriers to

11 Trade and Policy Response

● Objectives of the Study
● TBT (Technical Barriers to Trade) has been receiving much attention recently as one of the
main non-tariff trade barriers as effective as, or more effective than, tariff barriers.
- According to a recent WTO report, the number of TBT used by WTO signatories has been
rapidly increasing since 2004.
- The number of TBT-related specific trade concerns (STC) has also been rising steeply since
2005.
- This is prompting worries about the misuse of TBT by countries as trade barriers to protect
their domestic industry.
● Understanding how such a rapid increase in the use of TBT will affect trade and preparing adequate response measures is particularly crucial for a country such as Korea, which
heavily relies on exports for economic growth.
● This study is an analysis both of the trends in the use of TBT among Korea’s key trade partners and their impact on its trade, and the results are used to draw implications and develop
response measures.
- For rich countries, such as the US and EU nations, where there are increased environmentrelated regulations, the focus should be placed on environment-related TBT.
- On the other hand, for China and other developing countries experiencing rapid economic
growth, where there is an increase in regulations aimed at improving the quality of their domestic products, the focus should go to standardization and quality improvement-related
TBT.

● Expected Benefits
- Contribution to the development of Korea’s response strategy to the TBT of its key trade
partners.
- Contribution to the development of response measures to TBT-related STC (Specific Trade
Concerns).
● The response measures proposed by this study promise to be particularly useful, considering how the ‘SPS and TBT Report’ published by the US government in March of this year
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included a considerable number of items related to South Korea.
- Through accurate assessment of the economic significance of environment-related regulations in place in developed countries, the study can provide analytical data that may assist
Korea in taking an appropriate position in the current process of international environmental rule-making.
▶ Project Manager Yong-Joon Jang

12

Evaluating the Results of DDA Negotiations
and Future Policy Tasks

● Objectives of the Study
● The DDA negotiations, begun in 2001, are likely to reach a conclusion in 2011.
- The negotiations on the Doha Development Agenda (DDA), as they touch upon a comprehensive spectrum of trade-related areas; ranging from market access for agricultural and
non-agricultural goods and services to rules and norms, trade promotion, the environment
and development; are expected to largely reshape the international trade order and are
bound, for this reason, to have great implications for the Korean economy as well.
● Although there has been a considerable number of existing studies on the DDA negotiations,
none of them has provided an assessment of the agreements reached or the future policy
tasks based on them.
● This study will analyze the final package after the conclusion of the DDA talks and develop
policy tasks by area based on its analysis.

● Expected Benefits
- Analytical data provided for the evaluation of the ripple effect of the DDA agreements.
- Results used in public information materials that highlight the DDA and its significance.
- Reference materials for the efficient implementation of items agreed upon under the DDA.
▶ Project Manager Jun-Dong Kim
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Highlights of China’s Industrial Promotion

13 Policy and Implications
● Objectives of the Study

● The Chinese government is known to support such industries as steelmaking, automobiles,
shipbuilding and electronics through various methods ranging from financial support, restructuring support and VAT refunds.
- Industrial advances are likely to eventually make China a eventual tough competitor for
South Korea, especially in Korea’s mainstay industries.
● The US believes the financial support provided by the Chinese government to its industries
constitutes subsidies banned by the WTO and has been imposing CVD on products imported
from China since 2007, using them as trade remedies.
- Canada and the EU are also conducting investigations on Chinese governmental subsidies.
● Also for Korea, it is important that industrial development in China takes place in an open,
transparent and fair manner, as this is an essential condition necessary to take part in the
process and respond to the Chinese catch-up.
- Therefore, research must be conducted to establish the main types of industry support
currently being provided by the Chinese government and the concrete forms of support
so as to accumulate information needed to back up an eventual demand to China for fair
competition.

● Expected Benefits
- Gathering the information necessary to determine the validity of any future CVD actions
against China.
- Accumulation of information on the type and form of government industry subsidies in
China; to use the information as a basis for potential future CVD actions.
▶ Project Manager Man-Soo Jee

128

K I E P 2 0 1 0 A N N UA L RE PORT

| Research Plan for 2011 |

The Current Level of Competitiveness of

14 Japanese Manufacturers and the Implications for the Korean Economy

● Objectives of the Study
● Japan is in a long-term recession, coupled with deflation, which has lasted the past 20
years. The decline in Japan’s industrial competitiveness, especially the competitiveness of
its manufacturing, has been pointed to as one of the root causes of this protracted recession
and has been receiving much attention.
- Acknowledging this need to boost the international competitiveness of Japan’s industry,
its government set up the ‘Industrial Competitiveness Strategy Committee’, unveiling the
‘New Growth Strategy’ in June 2010.
● 3rd in the world in GDP per capita (2000)→23rd (2008), IMD competitiveness ranking: 1st
(1990)→27th (2010)
● Most Korean studies on Japan’s long-term recession focus almost exclusively on the effectiveness of its government’s economic policies (financial and fiscal policy), which is not
conducive to a structural understanding of the phenomenon.
- This study is an investigation of the reality and causes of Japan’s prolonged recession since
the 1990s and an assessment of its government’s response in the area of industrial policy.
● The objective is to evaluate the competitiveness trends in Japan’s manufacturing sector
in a comprehensive and macroscopic fashion so as to derive implications for Korea’s own
industrial policy.

● Expected Benefits
- At a time when the mood is turning increasingly pessimistic about Japan’s long-term economic prospects, this study can provide new insights into the question of why its economy
is unable to steer out of the protracted recession.
- The approach proposed by this study to Japan’s long-term recession from an industrial
structure perspective can yield useful policy information that may assist the Korean government in its own industrial policy making.
● Understanding the reasons why the various industrial policies taken by the Japanese government, over the course of the recession, have failed and having alternative measures
ready could be highly useful should the Korean economy enter a low-growth phase similar
to that being experienced in Japan.
▶ Project Manager Gyu-Pan Kim
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Economic Integration among CIS Countries

15 and Its Policy Implications
● Objectives of the Study

● Since the dissolution of the former Soviet Union, former Soviet republics have banded together, except the three Baltic countries, to form the Commonwealth of Independent States
(CIS). However, faced with the limitations of this federation, these countries have pursued
economic integration in the former Soviet region.
- In 1994, the Asian Economic Union was created by Kazakhstan, Uzbekistan and Kyrgyzstan
and modeled on the EU; in 1998, with Tajikistan joining, it was renamed the “Central Asian
Economic Community.”
- Later in October 2000, Russia, Belarus, Kazakhstan, Kyrgyzstan and Tajikistan founded the
EuraAsEC under the goal of creating an economic community in the region.
- After the founding of the EurAsEC, its five member countries worked toward setting up a
customs union between them, within the scope allowed under the community rules. But
the customs union was created on August 16, 2006, with only three of them participating,
namely Russia, Belarus and Kazakhstan. The two other countries were given the option of
joining at a later date.
● As a result, the customs union of Russia, Belarus and Kazakhstan entered into effect on
January 1, 2010.
- A common tariff is applied to products imported from member countries for the categories
designated by the customs union committee. Import duties are completely removed or adjusted downward on close to 1,850 products, including clothes, food and automobiles; and
for other products, tariffs currently imposed by Russia are maintained.
● The three countries’ plan is to set up a common customs zone by July 2010 and inaugurate
a single economic community in January 2012; after a grace period of one year following the
entry into force of the agreement, once border customs offices have been closed down and
the necessary regulatory overhauls and other needed preparatory steps have been completed.
● Even though it is likely to take some time before the three countries’ customs union becomes fully-functioning, as they represent over 80% of the combined economy of CIS countries, this arrangement is expected to have a huge impact on Korean exports to this region.
- Some former Soviet republics, such as Kyrgyzstan and Tajikistan, are indicating their desire
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to join the customs union, with the Ukrainian government also showing interest recently.
As the economic blocs in the CIS region grow in size, the ripple effect of the customs arrangement might very well grow.
● This study will examine the progress of the economic integration in the CIS region, led by
Russia, Belarus, Kazakhstan, Kyrgyzstan and Tajikistan, comprehensively evaluate the
preparations thus far made toward the establishment of the customs union made during
the one year period until the1st half of 2011, analyze both the positive and negative effects
this arrangement could have on Korean exports to the region and propose a strategy for
Korea to respond to the creation of a single CIS economic community.
- With the launch of the customs union and a new single CIS economic community under
construction, Korea’s Russia, Central Asia and CIS strategy needs to be reviewed so that
it can be realigned, in a timely manner, with the new trade and economic environment in
the region.
- Also, the customs treaty may further delay the entry of these three countries into the WTO
as well as making the BEPA (Bilateral Economic Partnership Agreement) negotiations currently underway between Korea and Russia more complicated.
● If Russia, Belarus and Kazakhstan put off joining the WTO, Korea cannot benefit from low
tariffs and transparent rules under the WTO regime, concerning trade with these countries.
Nor can it receive relief on various trade barriers banned or restrictions imposed under the
WTO regime.

● Expected Benefits
- This study can help improve the understanding of the process of economic integration
among CIS countries, offer perspectives on related issues and propose desirable directions
for Korea’s future trade policy with the CIS region.
- The evaluation of a trade and cooperative relationship between major countries and key
CIS countries, such as Russia, Kazakhstan, Belarus, Kyrgyzstan and Tajikistan, and the indepth analysis of the potential of the customs union of Russia, Belarus and Kazakhstan
and the planned single CIS economic community; can contribute to devising an optimal
strategy for trade with the CIS region.
▶ Project Manager Jae-Young Lee
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The Direction and Strategy of EU Trade

16 Policy Following the Conclusion of
the Korea-EU FTA

● Objectives of the Study
● The Korea-EU FTA, expected to take effect during 2010, is likely to give new impetus to trade
and investment between the two entities.
- The EU is currently Korea’s 2nd largest trade partner and the largest trade surplus partner
in goods trade. The entry into force of the Korea-EU FTA, meanwhile, promises to further
boost the competitiveness of Korean products in EU markets.
- The EU is also the largest investor in Korea, and the inflow of investment capital from the
EU is expected to increase further.
● The entry into effect of the Treaty of Lisbon, meanwhile, is expected to consolidate EU’s
common trade policy.
- The Treaty of Lisbon, initially dealing only with a common trade policy, has been extended in
scope to include such areas as investment and services. An FTA that is both more comprehensive and of a higher level was signed between Korea and the EU, making it distinct from
the other FTAs the latter has thus far signed with countries like Chile or South Africa. The
FTA is expected to encourage a more active trade policy toward South Korea at the level of
the European Commission.
- The entry into effect of the Treaty of Lisbon will strengthen Europe’s trade policy at the
EU level and cause the EU to shift its trade strategy from one that is aimed at protecting
the national industries of member states to one that is more multilateral and effectively
regionally-oriented.
● The EU, the world’s largest economy, often mistakenly believed to be a single economic
zone, is however, very far from being homogenous as there is a great degree of disparity
among member states in terms of both industrial structure and development.
- The EU’s expansion into Central and Eastern Europe during the 2000s had the effect of
further widening the development gap between its member states, and differences in industrial structure and level of regulation still persist between them.
- The considerable gap in terms of the economic conditions existing between EU member states was brought to the fore through the financial turmoil in early 2009, originating
in Eastern Europe, and the Southern European fiscal crisis of early 2010. Hence, it is important to take into consideration these disparities to correctly understand the EU’s trade
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policy and its trade relations with third-party countries or regions.
- Korea’s trade and investment relationship with the EU varies widely according to the country. Therefore, a differentiated strategy, tailored to individual member states, is advisable
even though a general consistency and unity of trade policy with the overall union must be
sought.
● Following the onset of the global economic slowdown, the EU announced a new growth
strategy baptized “Europe 2020” and is currently working to devise a new trade policy for
the coming decade.
- With the signing of the FTA between the EU and Korea, the new FTA policy, known as
“Global Europe,” which has been implemented since 2006, is already producing tangible
effects. While pressing forth with its existing FTA strategy, the EU has now embarked on
the implementation of a new trade policy designed for the period beginning in 2010.
- Going forward, the EU is expected to enter into FTAs with more countries (i.e., ASEAN countries), and the debate on removing NTBs against its FTA partners and achieving regulatory
convergence with them is likely to intensify.
- In order to put the Korea-EU FTA to use for maximum economic benefit, analyses need
to be conducted to understand the industrial structure of the EU member states and their
respective level of competitiveness. Meanwhile, to develop a global vision of Korea’s trade
policy with the EU, predicting the future directions of EU trade policy is also necessary.

● Expected Benefits
- This study can provide a comprehensive understanding of EU markets and gather the basic
information necessary to maximize the benefits of the Korea-EU FTA.
- The issues and challenges that may face Korea and the EU in their trade relationship, as
anticipated in this study, may help prepare appropriate response measures before they
occur.
▶ Project Manager Yoo-Duk Kang
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The Economic Rise of Brazil and

17 the Strategy for Expanding Korea-Brazil
Industrial Cooperation

● Objectives of the Study
● Brazil, the world’s 5th largest country in terms of territory and 8th globally in economic size,
is blessed with abundant natural resources. Brazil has successfully carried out reforms in
recent years and is fast emerging as a new growth center for the world economy.
- The Brazilian economy, bolstered by the mammoth international events it has scheduled to
host, such as the 2014 World Cup and the 2016 Olympic Games, and helped by large-scale
infrastructural projects and oil field development projects, is expected to continue its solid
average rate of annual growth, in 5% range, in the coming years.
● Brazil is projected to grow to become the world’s 6th largest economy by 2013 (Pricewaterhouse Coopers).
● Utilizing its vast natural resources, Brazil has been fostering the growth of basic science
for some time. As a result, Brazil possesses world-class technology in such fields as bioethanol, deepwater oil exploration, mining, steel, petrochemicals, pulp and paper, and the
aerospace industry.
● To tap its high economic potential, rich countries like the US, EU and Japan as well as BRICS
countries like China, India and Russia are setting their sights on Brazil in order to seize the
‘Brazil opportunity’ before others.
● Amid the growing importance of Brazil’s economy, Korea is making efforts at multiple levels
to expand industrial cooperation with South America’s largest economy as well.
- During President Lee’s official visit to Brazil in 2008, a cooperative system for three converged industries with strong potential to generate a high level of synergy between the two
countries was discussed, and the Korea-Brazil Committee for Industrial Cooperation to
promote cooperative activities at a practical and concrete level, as well as corporate investment, was set up also at this time.
● Three converged industries selected for cooperation: the mineral resources-plant industry,
oil field development and shipbuilding industry and bio-fuels and green auto industry.
● However, despite the high interest in cooperation with Brazil, no concrete progress has
been made thus far in industrial cooperation due to the lack of understanding about the
local industry and the level of local technology, in addition to the absence of a medium and
long-term strategy for cooperation and an insufficient effort to identify concrete ways of co-
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operation.
● This study will examine Brazil’s industrial policies in recent years, the level of development of
the local industry and its industrial technologies to comprehensively understand the current
state of the Brazilian industry. In so doing, a strategy for medium- and long-term cooperation with Brazil will be presented, along with concrete methods for industrial cooperation.
- A particular focus will be placed on the ways of giving concrete shape to the cooperative
system for the three converged industries proposed during the South Korean president’s
recent visit to Brazil.

● Expected Benefits
- Contribution to the Korean government’s industrial cooperation policy with Brazil.
● New directions will be proposed for expanding industrial cooperation with Brazil based on a
comprehensive in-depth analysis of the local industry, including its most promising sectors
and the current status of international industrial cooperation.
- Detailed information about the industry in Brazil will prove useful to Korean companies
seeking to make inroads into the Brazilian market.
▶ Project Manager Kisu Kwon

The Business Conditions and Performance

18 of Korean Companies in ASEAN Countries:
The Cases of Vietnam and Indonesia

● Objectives of the Study
A. Necessity
● The number of Korean companies investing in Vietnam and Indonesia has sharply increased
since the early 2000s. In 2009, the two countries were the fourth and the sixth largest FDI
destinations for Korea, respectively, with 1,892 and 1,215 Korean firms operating out of
them. With the entry into effect of the Korea-ASEAN FTA Investment Agreement on September 1, 2009, investment in the two countries by Korean companies is expected to gain
further momentum.
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● Meanwhile, there is lively interest among Korean companies that have already established
a presence in Vietnam and Indonesia, that have moved past the initial arrangement for gaining a footing in the local markets and acquired a significant amount of experience, and
employing investment-based entry strategy to set up operations there so as to improve their
competitiveness.
A comprehensive investigation into establishing a basis for operations in these two countries
could, therefore, be very useful for these firms.

B. Objectives
● To comprehensively examine the business conditions of Korean companies in Vietnam and
Indonesia based on the results of a survey conducted through face-to-face interviews and to
develop a model to help them successfully establish operations in these countries.
● Vietnam and Indonesia, being two of the top priority partners in Korea’s FTA strategy with
respect to the signing of the Korea-ASEAN FTA, directed support needs to be provided toward establishing differentiated bilateral FTAs with each.

● Expected Benefits
- Productivity analysis of Korean companies with a business presence in Vietnam and Indonesia.
- Understanding the key success factors for Korean companies operating out of these two
countries.
- Reference materials useful for bilateral FTA negotiations with these countries.
▶ Project Manager Taeyoon Kim
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Growth Forecast for India by Region and

19 State and Response Measures
● Objectives of the Study

● The rapid economic growth of India is having the effect of widening the growth gap between
its regions and states, which are gradually developing different growth patterns.
- The rate of growth, which used to be higher in western and northern India, is currently the
highest in the southern region, which has benefitted from massive FDI inflow.
- Meanwhile, the eastern region, formerly a lagging region in India, is set to emerge as a new
growth region thanks to the global hike in resource prices, rising development demand and
the recent political restructuring.
● This study is aimed at providing the basic information needed for strengthening economic cooperation with India through a targeted approach by region by estimating the medium and longterm growth prospects of its regions and states, their growth patterns and characteristics.
- India is a vast country both in its territorial expanse and the size of its economy, and due to
its federal system, states have regulations and systems that vary widely from one other,
with requirements for licenses and permits varying widely from state to state. Therefore, it
is better for economic cooperation activities with India to be conducted according to region
and state-specific strategies, rather than a single strategy applying to the whole country.
- President Lee has also ordered follow-up measures that include in-depth, region-by-region
research on India, just as is the case with China (Emergency Economic Planning Meeting,
March 2009).

● Expected Benefits
● The results of this study may be used as a basic reference for research on India by region
and state.
- Like China, India is a huge country both in size of territory and economy. Due to its federal
system, regulations and systems, and licensing and permit-issuance rules differ from state
to state; thus making economic cooperation strategies for individual states more suitable
than a single strategy for the whole country.
- President Lee has also designated India, along with China, as one of the two countries on
which research must be conducted by region, ordering related follow-up measures (Emergency Economic Planning Meeting, March 2009).
▶ Project Manager Choong-Jae Cho

KIEP 2010 ANNUAL REPORT

137

| Research Plan for 2011 |

Strategies of Major Emerging Market

20 Countries for Economic Cooperation with
Africa and Implications

● Objectives of the Study
● Africa, the last emerging market and a treasure trove of undeveloped natural resources,
holds great significance for international politics at more than one level. Attempts at making
inroads into Africa by major countries are currently accelerating.
- Traditionally, it was the developed countries; in Europe, the US and Japan; that were the
most heavily invested in expanding their influence in Africa, through development aid and
various activities in trade cooperation.
● More recently, however, emerging market countries; such as China, India, Brazil, Russia
and Southeastern Asian countries; have joined the fray, developing so-called South-South
cooperative relationships with Africa.
- China, which has risen as a key trade partner of Africa in recent years, is steadily raising its
level of cooperation with Africa through ▲ large loans, ▲ infrastructural investment and

▲ various diplomatic cooperative efforts.
- India, meanwhile, is seeking to strengthen its economic ties with Africa through such activities as ▲ transmission of know-how related to low-cost production and development
experience, ▲ supply of IT services and pharmaceuticals to the local market, ▲ expansion of cooperation programs in education, and ▲ participation in resource development
projects. As a result, the volume of India’s trade with Africa has jumped more than ten-fold
over the last eight years.
- Other major emerging market countries, including Brazil, Russia and Southeast Asian
countries (Malaysia, etc.), are also vying for influence in Africa and are becoming much
more active in approaching African countries.
● The strategy for economic cooperation with Africa that has been adopted by emerging market countries, one distinct from that of developed countries, involves forms of development
aid that are more mutually beneficial, involving larger-scale investment and in new, emerging industries. Such a strategy has been receiving greater attention.
- Emerging market countries are adopting an approach to economic cooperation with Africa
that is distinct from the economic cooperation strategy used by developed countries.
● The need for a differentiated strategy for economic cooperation with Africa has been felt also
in Korea. Therefore, a study of economic cooperation strategies currently being adopted by

138

K I E P 2 0 1 0 A N N UA L RE PORT

| Research Plan for 2011 |

emerging market countries vis-à-vis Africa promises to be rich in implications for Korea’s
own African strategy.
- This study will conduct a detailed analysis of the current status and strategic directions of
emerging market countries’ economic cooperation with Africa and develop a differentiated
economic cooperation strategy for Korea.

● Expected Benefits
- Contribution to Korea’s future strategy for economic cooperation with Africa through an analysis of emerging market countries’ current economic cooperation strategies with the continent, which will be compared to developed countries’ strategies to derive implications.
- Development of Korea’s own cooperation strategy for Africa to effectively respond to the
intensifying competition to gain economic influence in this region that is building between
the developed and emerging market countries.
▶ Project Manager Young Ho Park

How Changing Economic Relations be-

21 tween North Korea and China Would Affect
North-South Korea Economic Relations
and the South Korean Response

● Objectives of the Study
● During a conference of party delegates, held in late September 2010, North Korean leader
Kim Jong Il officially named his youngest son Kim Jong Un as his successor.
- Prior to formally anointing him as successor, Kim Jong Il visited China twice, in May and
August 2010, to consolidate the ties between the two countries.
- North Korea-China relations are crucial not just for a peaceful regime change after Kim
Jong Il’s demise, but also for economic development in North Korea, the biggest and most
immediate issue for this impoverished nation suffering from economic collapse.
- It is thus of paramount importance to examine future scenarios in North Korea-China relations, under the post-Kim Jong Il regime.
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● Economic cooperation between North Korea and China has taken a lively turn since the visit
by Chinese Prime Minister Wen Jiabao in October 2009.
- North Korea-China economic cooperation, although it has expanded steadily since the early
2000s, is now entering an entirely new phase in which both the scale, method and concrete
details of cooperation are radically different.
- The signs of expanding economic cooperation between the two countries have been welcomed by some who see in them potential benefits for economic cooperation in the overall
Northeast Asian region, and for some others, worries have surfaced about North Korea’s
economic subordination to China and the dampening of North-South Korean economic cooperation as a result.
● The recent expansion in Chinese economic cooperation with North Korea can also be looked
at from the perspective of its Northeast Development Plan.
- Since around 2003, the Chinese government has been implementing its Northeast Development Strategy in earnest, taking measures to nurture this area into the 4th axis of growth,
after the Pearl River Delta, Yangtze River Delta and the Beijing-Tianjin-Hebei area.
- Economic cooperation between North Korea and China has sharply expanded, for example,
since the mid-2000s about the same time as the Chinese northeast plan kicked into full
gear.
- The most noteworthy thing in relation to China’s northeast development plan and the expansion of North Korea-China economic cooperation is doubtless the increased Chinese
SOC investment in the border region between the two countries.
- In particular, China funneled capital into projects to build railroads, roads, power plants,
seaports and industrial complexes, which are essential infrastructural components for
economic development in the northeastern region. This is also likely to give a positive impetus to economic cooperation between itself and North Korea.
● A new era may be dawning in economic cooperation between North Korea and China, given
the growth in its scope as well as becoming more comprehensive.
- This report is aimed at discovering new policy tasks for the South Korean government,
ahead of an eventual economic integration between North and South Korea, by making
predictions about the economic policies in the North under the post-Kim Jong Il regime
and China. There is also an analysis on the background and characteristics of economic
cooperation between these two nations, and predictions for the future development in their
economic relations.

● Expected Benefits
- Forecast of economic cooperation between North Korea and China based on an analysis of

140

K I E P 2 0 1 0 A N N UA L RE PORT

| Research Plan for 2011 |

recent expansion in economic cooperation between them and progress made in cooperative projects.
- Understanding how economic cooperation with China affects economic development and
social and political change in North Korea.
- Policy tasks and directions for medium
- and long-term economic integration between North and South Korea.
▶ Project Manager Myung Chul Cho

22

South-South Cooperation in the International Community and South Korea’s Response Strategy

● Objectives of the Study
● International aid is no longer dominated by traditional donors, many of whom are DAC
member countries, as emerging donors like China and India are playing a growing role.
South-South cooperation, a cooperative model in which cooperation takes place between
emerging market countries, and triangular cooperation between two emerging market
countries and a donor country are rapidly gaining in importance today.
- Amid worries about DAC donors, hit by the global economic crisis, failing to fulfill their
promise to expand aid to developing countries and the increasing need for new financial
resources to achieve the Millennium Development Goals (MDGs) by 2015, South-South
cooperation and triangular cooperation are kindling a keen interest in the international
community as sources of new development financing resources.
● Debates about how to increase the effectiveness of South-South cooperation/triangular cooperation, perceived today as a new international aid paradigm, to complement traditional
North-South cooperation are currently underway in international organizations like the UN
and OECD/DAC.
- During the High Level Event on South-South Cooperation and Capacity Development, convened in Bogota, Colombia in March 2010, a joint declaration aimed at improving the understanding of South-South cooperation was made.
● The goal of this study is to examine the international trends in South-South cooperation, a
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new development-related item on the international agenda and a key agenda item for HLF4,
and derive implications for Korea concerning the directions it should take in related projects
and future tasks in this area.
- As the host country of the G20 summit in November 2010 and the 2011 High Level Forum on
Aid Effectiveness (HLF4), South Korea must play an active role in proposing directions for
enhancing the effectiveness of South-South cooperation, considered an important complement to traditional development aid, and for using it strategically.

● Expected Benefits
● Contribution to Korea’s strategy to establish its image as an advanced donor country playing
an active role in the international community’s efforts to increase the effectiveness of SouthSouth cooperation, by establishing policy directions for South-South cooperation/triangular
cooperation and developing an optimal strategy.
- Providing policy directions for Korea to play a leading role in developing and implementing
an agenda for discussing the effectiveness of South-South cooperation/triangular cooperation.
- Proposing a South-South cooperation/triangular cooperation strategy most suitable for
Korea, and allowing Korea to serve as the bridge between developed countries and developing countries.
- Contributing to the shaping of a national brand image for Korea as an advanced country
with global stature, ready to play a meaningful and active role in worldwide efforts to realize
MDGs, defeat poverty and improve the effectiveness of development aid.
▶ Project Manager Yul Kwon
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The Changing Structure of Service Industry

23 Trade between Korea, China and Japan and
Ways of Promoting Regional Cooperation

● Objectives of the Study
● Korea has now reached a stage where it can no longer fuel economic growth through manufacturing alone. Its lagging service industries are, furthermore, believed to be the cause for
the widening gap between growth, employment and income.
- Services, unlike goods, cannot be stored and have a negligible impact on economic cycles.
Also, as they tend to be consumed domestically, they are comparatively less influenced by
changes in the external environment.
- Sun-chan Park (2007) reported that the more service trade increased, the more positive and
significant its effects on economic growth. He also pointed out that the source of openness,
which underpins economic growth in developed countries, is now shifting from manufacturing to the service sectors.
● In recent years, Korea, China and Japan have been making efforts in multiple levels to improve their service industries and boost their competitiveness through liberalization of this
sector. Of the many measures toward liberalization; deregulation, ending monopolies, price
liberalization, manpower development, and competition promotion; have been receiving a
particularly strong emphasis.
● At a time when there is lively debate on regional economic integration, it is useful to identify
industries with comparative advantages by analyzing the service trade structure in Korea,
China and Japan and accurately assessing their respective competitive strengths.
● This study is aimed at proposing policy directions for the promotion of regional cooperation
(investment and trade) by determining the changes in the characteristics of the trade structure of the service industries in the region, the factors influencing it and by examining and
evaluating FTA deals and key issues in the current debate on regional integration.

● Expected Benefits
- Development of tasks for policy improvement in the promotion of service trade between
Korea, China and Japan.
▶ Project Manager Hyunggon Jeong
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Global Economic Trend Analysis and

24 Forecast

● Objectives of the Study
● To analyze the global economic trends and changes in international economic regulations
and examine the economic systems and policies in key regions and countries.
- Assisting the Korean government and companies in developing international economic
policies and business strategies.
● Given the growing influence of the Chinese economy to analyze China-related information is
very important for strengthening the Korean government’s response capacity.
- Organizing and consolidating the vast body of China-related information and expanding
information-sharing to facilitate the efforts to increase and strengthen cooperation and
exchanges with China and constructing basic infrastructure, linking the private, governmental and academic sector, necessary to make the most of China-specialized research
manpower.
- Operation of a web-based China Specialist Forum to provide China-related information to
regional studies scholars, policymakers, corporate professionals and students to effectively meet the surging demand for information about China in the changing global economic
environment.
- Operating the largest and most advanced China specialist web portal in Korea, combining
the functions of an information network and a human network.

● Main Contents of the Study
● Selecting and analyzing in depth global economic trends with the potential to influence the
Korean economy and major regional issues.
- Publishing the KIEP webzines, World Economy Update and Regional Economic Focus, and
the biannual periodical Journal of International Economic Studies.
- Publishing China Briefing: Trends by Province and Beijing Office Briefing to improve response capacity to China-related issues.
● Various types of information about the Chinese economy supplied in an organized manner
- The latest China-related information, acquired through local and international sources,
organized by type of organization (media outlets, public institutions) and theme (industry,
region, investment, policy).
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- Columns by Korean and international economists and issue analyses.
- A wide variety of databases on research materials, persons and company information,
seminars, videos, websites of interest, terminology dictionaries, and Chinese economic
statistics.
- Information sharing and networking services for experts, including a digital business card
service, blogs, offline expert roundtables and seminars.
● Researchers participating in the ‘Regional and Provincial China Research’ project will cooperate with each other to supply information about Chinese regions.
- PR about the ‘Regional and Provincial China Research’ division and KIEP through a separate website operated by the division and the provision of its own independent newsletter.
- Supply of information useful for specialists researching Chinese regions, including trend
briefings, issue analyses, latest news, expert interviews and seminar proceedings.

● Expected Benefits
● Timely supply of research information related to long- and short-term changes in the international economic environment, contributing to the development of the government’s and
company’s external policies and helping to form public opinion.
● Enhancement of the Response System to China-related Current Issues
- Creation of an information system providing information that can be instantly used for
such purposes as promoting exchanges between Korea and China, designing mediumand long-term strategies and developing response measures, which can be accessed anywhere and at any time, thereby contributing to the national policy-making process.
- A public portal for China-related information open to people of all walks of society, including
researchers specializing in China, companies, university faculties and students.
▶ Project Manager: Director of the Center for Area Studies
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조Glimpse
직
A
at KIEP
● Organizational Structure

President

Vice
President

Audtor

KIEP Beijing Office

International Macroeconomics
and Finances

Trade and Investment Policy

APEC Research Consortium

KEI

International Macroeconomics
International Finance
● G20
●
●

●
●

WTO
F TA

China
Japan
● Europe
● Americas
● Southeast and South Asia
● Middle East and Africa
● Outreach Programs
● China Regional andProvincial Research Group
●
●

Center for Regional Economic
Studies

Center for International
Development Cooperation

Northeast Asian Economic Cooperation
International Cooperation for Korean Unification
● Development Cooperation
●
●

Library
Information Management
● Publications
● Public Relations
●

Knowledge Information
Services

●

Planning & Coordination
General Affairs
● Budget & Finance
●

Planning and Research
Coordination
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조Glimpse
직
A
at KIEP
● Main Research Focus
Department

Research Focus

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

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
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

Center for
International
Development
Cooperation

• Research on East Asian economic cooperation
• Organization of an East Asian economic cooperation specialist network and the management thereof
• Invitation of specialists in East Asian economic cooperation and implementation of
joint research
• Research on an East Asian business hub
• North Korea’s foreign economic relations
• Study on the international cooperation required as part of preparations for unification
• Policy studies related to international development cooperation and international aid
strategy
• Evaluation of ODA projects and international development consulting

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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조Glimpse
직
A
at KIEP
● Staff
Research staff
President

Research
fellows

Researchers

Specialized
staff

Administrative staff

44

36

7

9

1

Position

Technicians

Total

16

113

Name

Main research field

Vice President

Yeo-Cheon Jeong

Russian & Eastern European Economies (Germany, München
University)

Director of Planning and
Research Coordination

Jin Kyo Suh

Agricultural & Resource Economics (US, University of Maryland at College Park)

Director of International
Macroeconomics and
Finances

Bokyeong Park

International Finance (Korea, Seoul National University)

Director of Trade and InvestJune Dong Kim
ment Policy

Trade in Services, FDI (US, University of Chicago)

Director of Center for Regional Economic Studies

Heung Chong
Kim

European Economy, Economic Integration and Growth (Korea,
Seoul National University)

Director of Center for
International Development
Cooperation

Myung Chul Cho

North Korean Economy, International Cooperation for Korean
Unification (North Korea, Kim Il Sung University)

Director of Knowledge InforYunsil Kim
mation Services

Senior
Research Fellows

Research Fellows
Research Fellows

150

Support staff

Library and Information Science (Korea, Yonsei University)

Sangkyom Kim

APEC, International Economics (US, University of Pennsylvania)

Deok Ryong Yoon

International Economics, North Korea Economics (Germany,
Kiel University)

Chang Kyu Lee

Chinese Economy (US, University of Pittsburgh)

Chang-Jae Lee

Northeast Asian Economic Cooperation, East Asian Economic
Integration (France, University of Paris I)

Jonghwa Cho

International Finance (US, Washington State University)

Nakgyoon Choi

Trade Policies, Tariffs, Empirical Studies (US, University of
Texas at Austin)

Yul Kwon

Southeast Asian Economy, Development Cooperation (Korea,
Sogang University)

Yang-Hee Kim

Japanese Economy (Japan, Tokyo University)

Wolla Park

Chinese Economy (China, Chinese Academy of Social Science)

Jae-Young Lee

Russian & CIS Economies and Management (Russia, Moscow
State University)

Sung Chun Jung

Japanese Economy, Environment Economics (Japan, Hitotsubashi University)

Chul Chung

International Trade (US, University of Michigan)

Hyung-Gon Jeong

North Korean Economy, Transition Economy, Northeast Asian
Cooperation (Germany, University of Cologne)

Mansoo Jee

Chinese Economy (Korea, Seoul National University)
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Assistant
Research Fellows

Invited
Research Fellows
Invited
Researchers

Yoo-Duk Kang

European economies, Trade policy (France, Institut d’Etudes
Politiques de Paris)

Kisu Kwon

Latin America Economy, MERCOSUR (Korea, Hankuk University of Foreign Studies)

Kyu Pan Kim

Japan Economy (Japan, Keio University)

Young gui Kim

International Trade, Industrial Organization (US, Michigan
State University)

Tae Yoon Kim

Southeast Asian Economy (US, University of Oklahoma)

HanSung Kim

International Trade, Microeconomics (US, University of Washington)

Young Jun Park

International Economics (US, University of Virginia)

Young Ho Park

Africa and ODA (Korea, Hankuk University of Foreign Studies)

Sherzod Shadikhodjaev

International Law, WTO Law (Korea, Korea University)

Hankyoung Sung

Experimental Economics, Political Economy (US, The Ohio
State University)

Kitae Sohn

Human Capital, Immigration (US, State University of New York
at Albany)

Yeongkwan Song

Service, FTA (US, University of Wisconsin-Madison)

Pyoung Seob
Yang

Chinese Economy (Korea, Hankuk University of Foreign Studies)

Dong-Eun Rhee

Monetary Policy, Financial Economics, International Finance
(US, Indiana University Bloomington)

Seung-Shin Lee

Chinese Economy (Taiwan, National Cheng Chi University)

Junkyu Lee

Macroeconomics/American Economies (US, University of
Southern California)

Yong Joon Jang

FTA (US, Indiana University Bloomington)

Jione Jung

WTO, Antidumping rules (US, University of Florida)

Mee Jin Cho

FTA, IPR, RoO, Competition Policy (US, Brown University)

Choong- Jae Cho

India Economy, Service Economy (Korea, Hankuk University of
Foreign Studies)

Ba Ran Han

Middle East Economy (US, Cornell University)

In Huh

Econometrics, Financial market (US, University of Rochester)

Bak Soo Kim

EU Research, Trade and Development (France, University of
Grenoble)

Chang-In Yoon

Electronic Commerce, WTO, Environmental Trade Policies
(Korea, Hanyang University)

Sung Hak Yoon

CIS Research, Invest and Development (Korea, University of
Yonsei)

Young Kwan Jo

Central Asia, Russian Economy (Russia, University of Moscow)
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조 직of Publications (2010)
List
● Policy Analysis (in Korean)
10-01	Analysis of Comparative Advantage Patterns and Its Policy Implications
10-02	Korean MNEs and Domestic Economic Activity
10-03	Linkage Strategies for Korean ETS in Post-Kyoto Regime
10-04	Korea’s Rules of Origin for East Asia Integration
10-05	APEC’s Progress towards the Bogor Goals: Challenges and Prospects for Regional Economic Integration
10-06	Analyses on Korea’s Foreign Exchange Rate Volatility and Recommendation for Stabilitation Policy
10-07	Asian Bond Market after the Financial Crisis and Policy Implicatons
10-08	East Asia’s Financial Cooperation under Post-Crisis International Financial Architecture
10-09	China’s Foreign Exchange Policy and International Monetary Order: Focusing on the Appreciation and
Internationalization of the Renminbi
10-10	Chinese Business Cycle and Macroeconomic Policy: Structural Characteristics and Implications
10-11	Chinese Policy Measures to Cope with the Global Economic Crisis and the Sino-American Economic
Relations
10-12	The Strategy of Developing Domestic Market in China and Its Implication: Case of Four Megalopolises
in Central China
10-13	Reviews on FDI among Korea-China-Japan and Strategies for Mutual Investment Promotion
10-14	How to Promote Environmental Cooperation?: A Case Study on Japan and EU
10-15	An Assessment of Ten Years of Eurozone and Future Challenges
10-16	The 20 Years of Korea-Russia Far Eastern Economic Cooperation: New Vision and its Realization
10-17	Latin America’s Plant Construction Market: Its Characteristics and Way to Expand Korea’s Participation
10-18	Korea’s New Scheme for Enhancing Economic Cooperation toward Central America
10-19	Trade Policy toward South Asia after Korea-India CEPA
10-20	Non-Tariff Barriers in the Southeast Asia
10-21	Enhancing Korea-Africa Development Cooperation for Environment
10-22	Structural Change of Southeast Asia and Strategic Industries
10-23	Characteristic of India by Region and Practical Strategy
10-24	Analysis of Nuclear Disarmament of South Africa, Libya and Ukraine, and Its Implication on North
Korea’s Denuclearization
10-25	Growth Strategies of Aging Economies and Political Implications
10-26	Enhancing the Effectiveness of South Korea’s Multilateral Aid

152

K I E P 2 0 1 0 A N N UA L RE PORT

| Appendix |

● Conference Proceedings
10-01	Financing for Regional Economic Integration for Northeast Asia
10-02	2009 CRES Visiting Scholar’s Paper Series

● Studies in Comprehensive Regional Strategies (in Korean)
10-01	A Study on FDI Attractiveness in Central Asia and Entry Strategies of Korea into Central Asia
10-02	The Study of Prospects on the Energy Plant Market in the Central Asia and Participating Strategy of
Korea
10-03	A Study on the Dominant Group and Power Elites in Uzbekistan
10-04 The Image of Korea in Central Asia
10-05	A Framework for Sharing Korea’s Socio-economic Development Experience with ODA Recipient
Counties and its Application to Uzbekistan
10-06	Studies in Comprehensive Regional Strategies Collected Papers I Central Asia: Politics · Culture
10-07	Studies in Comprehensive Regional Strategies Collected Paper II Central Asia: Economy · Resource ·
Science

● Regional Study Series (in Korean/English)
10-01	The Review of the History and Structure of ‘New Energy Policy’ of European Union Since 2005
10-02 	 Development of European Lobbying and Case Studies
10-03 	The Problems and Reforms of Japanese Public Pension Scheme in Connection with Population Aging
and Low Economic Growth
10-04 	 Renewable Energy Policy in Germany and Its Implications for Korea

● Trade and Investment Study Series (in Korean)
10-01	The Current State of WTO’s DDA Negotiation on Rules and Policy Implications
10-02 The Study on Korea’s Preferential Scheme for LDCs

● Policy References I (in Korean/English)
10-01 The Korea-Turkey FTA and Measures to Enhance the Economic Cooperation
10-02	Agriculture Policies in Central Asia and Korean Strategies for Agriculture Cooperation Improvement
with Central Asia: Kazakhstan, Uzbekistan, and Kyrgyzstan
10-03 	Recent Trends of Technical Barriers to Trade (TBT) in WTO Member Countries and Policy Implications
10-04 Strategic Economic Cooperation between Korea and Mongolia in the New-Asia Era
10-05 	The Study of Characteristics on the Plant Market in the Central Asia and Participating Strategy of
Korea
10-06 The Indonesian Politics and Economy since the Asian Financial Crisis
10-07 Climate Change Financing for Developing Countries: Issues and Implication
10-08 Potential and Perspectives of Bioenergy in Africa
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10-09 Employment-Oriented Green Aid: Case Studies and Implications
10-10 	 China’s Aid Policy and Strategy
10-11 	The Strategy for Economic and Development Cooperation between Korea and Major African Countries: Ghana, DRC, South Africa, Ethiopia
10-12 	Impact of Asia Pacific Trade Agreement: Implementation and Future Tasks
10-13 	Non-Tariff Barriers in Indonesia and Ad-Valorem Equivalents of Non-Tariff Measures on Steel Products
10-14 A Study on the Movement of Persons in China’s FTA Negotiations
10-15 	An Analysis of OECD Countries’ Service Industries: Industrial Structure, Linkage Effects, and Productivity in Input-Output Framework
10-16 Assessment of Greater Tumen Initiative (GTI) and Policy Roadmap
10-17	A Study on FDI Attractiveness in Central Asia and Entry Strategies of Korea into Central Asia
10-18	The Study of Prospects on the Energy Plant Market in the Central Asia and Participating Strategy of
Korea
10-19	A Study on the Dominant Group and Power Elites in Uzbekistan
10-20 The Image of Korea in Central Asia
10-21	A Framework for Sharing Korea’s Socio-economic Development Experience with ODA Recipient
Counties and its Application to Uzbekistan
10-22	Studies in Comprehensive Regional Strategies Collected Papers I Central Asia: Politics · Culture
10-23	Studies in Comprehensive Regional Strategies Collected Paper II Central Asia: Economy · Resource ·
Science
10-24	The Belarusian Economy and its Economic Relations with the EU
10-25 	 Rising India - Recent Development and its Implications to Korea
10-26 Development and Development Cooperation of ASEAN from Koreans’ Viewpoints
10-27 Korea-Latin America Economic Cooperation: Current Status and Future Prospects
10-28~31 E
 nvironmental Assessment for Entering India Market by Region: Eastern Area, Western Area,
Southern Area, Northern Area
10-32 	 Strategic Industries of Southeast Asia: Automotive Industry
10-33 Strategic Industries of Southeast Asia: IT
10-34 	 Strategic Industries of Southeast Asia: Finance
10-35 Strategic Industries of Southeast Asia: Medical Tourism
10-36 	 Strategic Industries of Southeast Asia: New and Renewable Energy
10-37 	 Korea’s New Scheme for Enhancing Economic Cooperation toward Central America: Development
10-38 	 Korea’s New Scheme for Enhancing for Economic Cooperation toward Central America: SME
10-39 Korea’s New Scheme for Enhancing Economic Cooperation toward Central America: IT Industry
10-40 	 Korea’s New Scheme for Enhancing Economic Cooperation toward Central America: Green Industry
10-41 	A Study of Korea-Vietnam Environmental Education Cooperation Strategy (I): Environmental Training
Pilot Program for Public Officers in Vietnam
10-42	Efficient ODA Strategy of Transport Projects in ASEAN Countries
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10-43	The Cultural and Economic Implications on the Eastern India
10-44 	 Self-Perceptions of Communities in India
10-45	Indian Industrial Development Strategy and Economic Governance
10-46 	 Who is Indian? A Realm of Indian’s Spirit Focused on the Yogastra
10-47	A Study on the Claims of Local Communities in Special Economic Zones in India: Focusing on
Economic, Social, and Environmental Sustainability
10-48	Research on India’s Diplomatic Strategies and Korea-India Future Collaboration Plan
10-49	Nations in National Museums and Monuments: A Study of the Construction of National Identities
in Southeast Asia
10-50 	Separatism Movement and Conflict Management in Southeast Asia: with Focus on the ASEAN’s
Regional Cooperation
10-51 	An Assessment of Socio-Economic Development Capacities of the ASEAN Underdeveloped Countries: Vietnam, Cambodia, Myanmar
10-52	Research on India’s Diplomatic Strategies and Korea-India Future Collaboration Plan
10-53	Regional Cooperation Measures to Resolve Transnational Threats in Southeast Asia such as
Drug, Organized Crime, Human Trafficking, and Piracy
10-54 	A Framework to Analyse and Enhance S&T ODA for Sustainable Development in Three ASEAN
Countries: Cambodia, Vetnam, and Philippines
10-55	A Study on Korea’s ODA Strategies toward Cambodia: Basic Survey and Strategy Development
10-56 	Prospects for Regime Change and Korea’s Expansion Strategies in Myanmar after the Myanmar’s General Elections
10-57 	Research for the Development of Nuclear Industry in Latin America and Policy Proposals for
Korean Nuclear Industry toward this region: Focusing on Mexico, Brazil and Argentina
10-58	The Energy and Environmental Problems of Latin America: Status and Tasks
10-59	Health Care Reform in Latin America: Chile, Argentina and Mexico
10-60	A Study on the Social and Cultural Codes and Consumption Patterns of the Broadcasting Industry
in Latin America: A Proposal for the Efficient Settlement of ‘Korean Wave’
10-61	Comparative Analysis on State-owned Enterprises Policy in Korea, China, and Japan
10-62	Improvements South Korea’s Image Perceived by the Vietnamese Media: Based on Korea-related
Articles in Vietnamese Daily Nhan Dan and a Survey of Local People
10-63	Current Issues and Prospects for the Labor Market of Vietnam and Indonesia

● Working Papers
10-01	General Equilibrium Analysis of DDA Trade Liberalization: Assessment of Alternative Scenarios
10-02	Intra-industry Trade in an Enlarged Europe: Trend of Intra-industry Trade in the European Union
and its Determinants
10-03	Democracy and Trade Policy: The Role of Interest Groups
10-04	East Asian Financial and Monetary Cooperation and Its Prospect: Beyond the CMI
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10-05 	 Regionalism within Multilateralism: WTO Review Mechanisms for RTAs
10-06 Determinants of Exports: Productivity or Fixed Export Costs
10-07	Learning in Trade Negotiations?: An Experimental Study on Veto Games
10-08	Impact of Rules of Origin on FTA Utilization in Korean FTAs
10-09	Considering Happiness for Economic Development: Determinants of Happiness in Indonesia
10-10	Information and Capital Flows Revisited: the Internet as a Determinant of Transactions in Financial
Assets
10-11	Who Goes Where and How? Firm Heterogeneity and Location Decision of Korean Multinationals

● CNAEC Research Series (in Korean)
10-01	Customs Administration Cooperation between Korea-China-Japan for Trade Facilitation: Strategy for Mutual Recognition of AEO between Korea-China-Japan

● SNU-KIEP EU Centre Research Series
10-01	The Belarusian Economy and its Economic Relations with the EU

● Journal of East Asian Economic Integration
Semiannual (in Korean/English)
2010 No. 1 Macroeconomic Adjustment to the Lehman Shock in Japan
2010 No. 2 Explaining Home Bias in Trade: The Role of Time Costs

● Monographs
10-01 3rd KIEP Regional Studies Graduate Student Paper Award-Winning Papers
10-02	Agricultural and Fisheries Products Export Support Systems in Major Countries: China and Japan
10-03	Main Industries of Australia: Agriculture and Livestock Farming, Mining, New and Renewable
Energy
10-04 Main Industries of Iran: Automobiles, Electric Power, Petrochemicals
10-05 Main Industries of Argentina: Construction, IT, Renewable Energy
10-06 Main Industries of the Czech Republic: Automobiles, IT, New and Renewable Energy
10-07 Main Industries of Belarus: Petrochemicals, Machinery, IT
10-08 Global Economic Forecast 2011
10-09 ИмиджЮжнойКореивЦентральнойАзии
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