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Executive Summary

AFTA-CER Linkage and Karea's Pdicy Qptions

Yongkul Won

Degiite the continuing efforts for trade and invesment liberdization on a
multilatera level by the GATT/WTO, regiond trade agreements (RTAS) shows no
sgn of diminishing dl over the world. Raher, the world has withessed rapid
expansgon and degpening of mgor RTAs. Having recent deveopment in the globd
trading environment in mind, this study traces and examines the didogue process to
meke a formd linkage between ASEAN Free Trade Area (AFTA) and Audrdia-New
Zedand Closer Economic Relaions Trade Agreement (CER). In particular, the study
is to criticdly evauate the posshility of a free trade agreament (FTA) between them
and its implications on regiond as well as globd trading environment. In doing o,
the study intends to provide some policy suggestions for Koreen government that has
recently changed its pdicy direction on regiondism toward a postive way.

Formdly darted in 1995, AFTA-CER linkage didogue has successully identified
and widened cooperation aress, egpecidly in trade facilitation aea. Based on the
recommenddtion by the High-levd Task Force established in 1999 to look into the
possibility of an AFTA-CER FTA, ASEAN and CER economic minigers recently
agread to work towards a Closer Economic patnership (CEP), a similar concept to
FTA. The CEP between AFTA and CER is intended to strengthen the international
bargaining position of both regions and send a postive Sgnd to investars of both
regions commitment to continuing liberdization. While the linkege didogue goparently



looks smooth, there are severd obdades to overcome to proceed further and bring
concrete results such as lack of mutud confidence and darkly different stages of
economic development among participating countries.

AFTACER FTA has multi-faceted implications on regiond and globd trading
environment. Frgt of dl, the FTA may cause another blow to the APEC that has
dready been sumbling since its falure to implement both Early Voluntary Sectora
Liberdization (EVS.) and Accderaed Trade Liberdization (ATL) initiatives. The
FTA is d0 bdieved to take an effect on agriculturd sector negotiation in the
coming WTO new round. Conddeing tha many of the proposed FTAs member
countries have paticipated in Uruguay Round as a member of Carns Group, the
FTA may wdl act an aggressve role for liberdization in agriculturd sector. On the
other hand, the FTA may trigger another round of regiondism waves dl ove the
world in case tha multilatera trade liberdization taks led by the WTO «al.

Even though the possbility of the AFTA-CER FTA seems not 0 high for now,
Koreen government needs to be prepared for each and every posshility. As a
long-term response, regiond studies on ASEAN and CER area shauld be encouraged.
It should dso be consdered whether Korea is to join the AFTA-CER FTA when
redized. It may be advisble to fom a FTA with influentid countries to raise
barganing power in the coming globd trade negotigtions. But for now, it is most
important to have closer rdationships with AFTA and CER in private as wel as
governmental leves <0 as for them not to evolve an exclusive FTA.
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