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ABSTRACT

A Study on the Economic Effect of FTA contracting among China, Japan and Korea

—Centered on Countermeasures for Goods Trade—

Jin, Ying-Sun
Advisor : Prof. Kim, Myung-Ho, Ph.D.
Department of Trade

Graduate School of Chosun University

These days multilateralism and localism coexist and prosper in the world
economy, and localization through local trade agreement is deepening. After East
Asia’s economic crisis integration, the trend of the regional economies is getting
obvious in the Northeast of Asia.

Although there is a discussion about FTA of Korea with China and Japan, the
council of FTA between the countries is also important. Thus, I would like to
progress the study of FTA between Korea and China. Korea's economy has

developed due to trade.



Nowadays, under the complex circumstance of globalization and regionalism, Free
Trade Agreement (FTA) is emerging as a way of national strategies to break
through the complex circumstances. As most nations in the region of East Asia,
the birth of World Trade Organization(WTQO), has lately performed the works
related with FTA, and the conclusion of FTA in the region of the North-East
Asia can be meaningful in constructing such economic communities as EU and
NAFTA of FTA in the world. On the process of FTA development, economic and
historical obstacles from various nations make FTA negotiations delayed.

In view of economic effects, Korea needs to restructure her manufacturing sector
and agriculture to minimize the possible negative effects of FTA. with a strategic
manufacturing sector. However, some parts of our manufacturing sector may be
negatively affected on our FTA partners in the East Asian region.

However, we still face with some obstacles in achieving any kind of economic
integration in the form of Free Trade Area because of widening intra-regional
trade imbalance, deterioration of the overall efficiency of resource allocation, the
economic differences between the members, China’s adherence to its socialist
regime and also a lingering and bitter history in the region.

Therefore, to create Northeast Asian Free Trade Area, we need to implement
strategy that will gradually lead to a regional economic integration while
overcoming the aforementioned obstacles. We can take a long-term perspective in
propelling economic integration of the Northeast Asian countries. First of all, trade
regimes in the respective countries should be harmonized through strengthened
cooperation, which can serve as frameworks for economic integration for the
medium and short terms. Then, based on unified trade regimes, elimination of tariff

and non-tariff barriers through the gradual and asymmetric approaches can be



followed for the purpose of expanding market access. With these steps, we can
temporarily mitigate the negative side effects which may be incurred and probably
mitigate the negative side effects which may be incurred through simply expanding
market access by securing time in advance for the enterprises in the region to
acclimatize themselves to the trade environment.

Korea-China-Japan FTA should be future-oriented with the spirit of a new
bilateral or trilateral partnership and action plans based on open regionalism, In
assessing the economic effects of Korea-China-Japan FTA, they have to pay more
attention to long-term positive dynamic effects rather than to the short-term
negative static effects. However, in order to avoid the uncertainty of the long—term
positive  effects and to secure strong impetus for the pursuit of
Korea-China-Japan FTA, both members have to seek the means by which to
achieve closer cooperation and coordination between them.

So as to increase the long-term dynamic effects, they have closely to coordinate
their domestic reform policies such as deregulation and governance transparency, in
particular, of China as well as their external policies for promoting the bilateral
and/or trilateral cooperation in investment, industry and technology, and the
expansion of the exchange of human resources. For example, Korea, China and
Japan need to standardize and modernize the different trade norms of each country,
such as customs procedure, anti—-dumping rules, rules of origin, the unification of
product classification, etc, in order to lay down the framework for economic
integration.

Even though the economic impact of an once-and-for-all trade liberalization at
the same level among the countries was analyzed in this paper, it is far away

from a reality. A step—by-step trade liberalization amang them will be more

— il —



plausible: The liberalization scenario could consist of differential liberalization

regimes based on a subsequent liberalization of Korea and China.
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AoAdTte] BRI 3= A GAA S5 A2 A, AP - AAARE F el AL
A WIN-WIN debs Foats d g4 328 & Ad=s s

A7k g% - d FTA 7FeAdeol gk o
(2001), Sohn and Yoon(2001), Japan's Cabinet Office(2001), Cheong(2002), ®B}<l ¢
(2003) & o8 =FAA & - F - d FTAE 37 EFolAl AAZA ool & Holg
A& Wit
A 9200Vl ojstH g - F - U 3wo] AAE HY T AS T, dE o
T gl = 7kel e zbz 2279 2, 6069 g, 2409 & o At
AA F 1,073 2elY #9957 237 dE AoE vsud. 5 FF AA Tl

2AHdE U=t FEHo] AA FE 2 AER FUHE ALS v

rle

iV

Sohn and Yoon(2001)2)& F&ote]l mw AP F9(missing trade)s FTHEFH
(gravity model)S &3l &=l 2 ZAao] meEd I ds F9& F5F
T2 67% Hrol Adsa A ¥ o E FAHUAT. o= 373 FTA
W o]l T/t & dtheE 7bsA S UEW eE &

5
SR e

-z

-
(Japan’s Cabinet Office 2001)3+& 3=+%F FTA7F A A% 339 Az
GDP7} 718 Aolw 1 F7h&2 3t 32%, T 1.3%, 18l dE
o2 oFsta gt}

Cheong(2002)4¢] A% fAbe 235 AAsta Jded F5oF 3543k FTAZF A

A9 A4, FFol 1Y e oL /Y F Yo A 245%9 GDP F71E 7|

D Al M-t FTAS] AAA aakel AAA L, o)A AAT<, 2001.

2) Sohn Chan-Hyun and Jinna Yoon, "Korea's FTA Policy: Current Status and Future Prospects." KIEP,
2001. Discussion paper pp.1-10.

3) Japan's Cabinet Office, “Toward Trade and Investment Liberalization Among China, Japan and
Korea" Japan's Cabinet Office, 2001.

4) Cheong Inkyo, "East Asian Economic Effects Intergration: Recent Development of FTAs and Policy
Implications. KIEP, 2002, Policy Analysis, pp.2-20.
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FTA7} st E # 4 (Pareto optimum)<

= Hu(2001)9+= F5¢ WTO 7tY ¥ T - &F3F - 429 d=5 EFste=
FTAZ} =74 A8 AAste] dFAoletn Axsidv. I AJgA4AdHS S5
Al A FTAS &71%S AAdstA A4 skl 9l

293 ¥ % - U FTA 35972 539 $dd754(DRO), 222 A7)

E7]HNIRA) B =] o 9 4 A1 3 A 5 L(KIEP) el 35 A58 ohar T

2002 119 Zw @ -5 - d Aol T FEA Tt gFToR 3
=3 HAE ] Agks Wwokso FTA HES AMNTo=H Fhot AT W
o7k v 7hE sk 5 gl

20041 9€ 13Y F o wol Ao A A AAALAATAKIEP)THZ dd “g - F
4 FTA F&d77 Aviv AAdA AddaTd Fad 2k “353F FTA AZ2=
A& AAA FHELTNE o] 1789 B2 dE 9 6169 Eel, T 4789 9y
Hop Hop’a wgoh = Sy FAAHGDP)T S Wl AR e 1.74%E T
591% HUb= vra AR 061% Hoe =ua AA0. v Az A48 o -
o5 oAdE vE BAES F @ - FFolojA] FTAY #AAA=Z Qg AA

d

H oloe Qo] g =7 Aoz FAAGS FEAAATY oA

5) M99, TFU AGRAAY AT FsAT AR el , BFEd, 2003,

6) Hu Angang, "Proposition for Setting Up Free Trade Agreement Between China, Hong Kong, Japan
and Korea", 2001.
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1. AA A A H 5935

of A At} s WA AR A ATl gatol= B W
%]

= 5 =dol oy o wWsle] £Hrrh wEa go] A& ok A

Aom FWeld Bomd 71z GATTAAE dalste Afds Avss 9o
2 s ARe AATGAN7 HEAUT. UR @49 BAZ 1 5 Az v
o el Wl AW FAE, Aulz, ARALD 5 AA W@ Boprh AAFY
ATFAA FFBowA BAH AAANGAU el weka w1 skeh v

BAAZHE] d3trw F7 ¢l= A A (Borderless Economy)A t7F A& glom g

T

o e AANS STk A AA 2557 Fol mE AFe dHEr] A T
A (Boundless Competition) =+ 7% A (Mega Competition)o] A2 02 o] Fojx| 11
A

A, AA S e FAZE Aol AaFe % NEFY 2/E Wdste Al
Aol el EFstal A Toly AAA olfE Zoldte =7F H A9 F 3
AaFol A& vk wAF Y thAF o (Multilateralism)+«= A A 8F9F WS o]

Stedl: FHATHED), EvAFFSEAHNAFTA), otA kA F+F9HAH(AFTA) %



WTO AAetAME 3, 51 & FRAANSS THCE AAAA F=d A3

AR, ol &z Abole] o WEA wAo] HA FBel HWA AABAL
Aol FRRA AL AR Aol Aol Gk AFFe ARF oA A
AZAA] BURA ARF gae] ZAAA Aol AAaAA R vk WHA
FAE AARANA AAH 2AG olABA FHol FAHE AdZ wAEA 3
Aol w7z AgpEe] AER A4 g

QA APECS E#3He ofaolelg g Aol AARAL FHAZAS o To] I
gl Tk %, of A9 Fhmel o @S wd sl AlA F Al
N AASE vl A% FEsta vk @9, ofAlol - B BA o] FUFYF G0l

A e Fastel Aol o5 =rhEo] AAAFANAM AAst= B F o] A

AGRgPY] Aade ATIE AT FHAAI AN FAHM 59

WTO® Z& dAAAlS Sellie 52 & fiZAd 2 7bsdel 42 =717t

Zpar o] thoFst ol BAIE WFAI7I V] HE AGFGPA S FHEE Hoer B
10) o143, TXIFIPAA] FAY & AAFEr TAAIAAL 20033 425, e FAZ AT
2003.p.36.
11) AR STl ofet v 4y Fo=z B8t s ‘/]rEPH*Eﬂ FEHTH FE(Quota), Mt
ol LAl FEAETA(VER: Voluntary Export Restraint) 52 £ —’F Atk



itk WTO7F W@ 19959 AFA= Aqedggel Ade] FFaa=d o A7
= WTOZh FAZAAAY A2 S50 8 Aol /ggs WTOZ Astel

Awae] ool AaLAE meds el AR A7k

<& 2-1> WTO &5 ol i} o]$9 FTA v

WTOo] = WTOO5-(M =& FTA)
A A EA Zed =4
FTA% 24915} AFAARTA 7
o sy AN
FE DS
FTAH R o] e Exb w5 34,
AAH
wole FAaT A% o
pejol dle Az | 2Ad A pege | oot BE
wAH ag pegg | o O® TAEE
BSgo O So | A4S EAad 93
ot B waros | ARRE Afa7 AAA
EAvLE $o | Afsel Acata ¥

A5t oAb FH

A2
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rLE
2
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L
=

g ARG T 2, TFTA Alde] Ae-Alz
Information; #3713, 2002.10.23. p.10.

T AGFIAAN AP HE=e AFS oldiety] AMM= AL 2w
ot A& HA, Aol A AA - A A B4 L HdIFT 84S A 2
oo dhrh 1985 Al E w= - o] 2t AFF AN v= ojxTde] ¢F
HedE Austay TeRFsE FAe7] He ol dS v=de HA - AAA

o 1=
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F) FAE T /Y92 10002 S v XYY AAH F5
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e =] igl—:.'} %—i_f
= 1998(a) 2003(b) b-a 1998(a) 2003(b) b-a
3 5 A F 1.62 0.82 -0.80 4.61 4.25 -0.36
=2 7 0.08 0.04 -0.04 0.77 0.85 0.08
ol =H 0.54 0.46 -0.08 0.27 0.30 0.02
GRS 3.01 2.43 -0.59 2.41 2.56 0.14
o 0.94 0.54 -0.41 4.16 3.21 -0.95
A7) A A 1.49 1.99 0.49 1.09 1.79 0.70
A H 0.71 1.84 1.14 1.02 2.74 1.72
E217]7] 1.16 3.64 2.48 0.89 1.90 1.01
7+ 7] 7] 1.12 1.28 0.16 1.53 1.74 0.21
U5 A 3.94 2.26 -1.68 0.32 0.55 0.23
71 Al 0.59 0.81 0.22 0.35 0.61 0.25
A 7]7] 0.68 0.51 -0.18 1.07 0.85 -0.22
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71 e %) 0.47 0.16 -0.31 1.25 0.84 -0.41
A7 FE5AE 1.68 1.39 -0.29 0.91 0.81 -0.10
RS 0.78 0.73 -0.05 1.08 1.03 -0.05
33 0.74 0.76 0.01 0.72 0.53 -0.19
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3] 5 4| 3%(0.82),
F417171(3.64), A 7171(0.51),
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S HATE](1.84), N 4w 4(0.73),
= A7}/F 45 A% (1.39), 71A1(0.81), 2]5(0.54),
VA 7171(1.28), A& 4 Fo]/el ) =3(0.46),
H3E(1.24) 7 e} A 2 41(0.45),
=2 71(0.04)
3§ A% (4.25), A 7F(0.85),
9 §+(3.21), HFTEI(2.74), A 7171(0.85),
A (2.56), A7/ FE5A%(0.81),
= F417171(1.90), 71A1(0.61), WF=A](0.55),
7V 71 71(1.74), 3}(0.53),
71 EpAl 251 (1.28), Zo]/Q &= 30.30), A
n] 2 = 4-(1.03) 2 535(0.11)
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<E 3-23> AW dRe FEY TR
(V] ook ¥ %)

He TETY CRds:3 THEA CRdn:3 TA
1989 | 37,830,368 11.5 28,973,111 20.6 8,857,257
1990 | 41,454,609 9.6 33,859,148 16.9 7,595,461
1991 | 42,370,113 2.2 31,876,979 -5.9 10,493,133
1992 | 43,012,281 1.5 29,527,419 -7.4 13,484,862
1993 | 40,202,449 -6.5 26,826,357 -9.1 13,376,091
1994 | 40,497,553 0.7 28,104,327 4.8 12,393,225
1995 | 41,530,895 2.6 31,548,737 12.3 9,982,158
1996 | 44,731,311 7.7 37,993,421 20.4 6,737,890
1997 | 50,937,992 13.9 40,956,183 7.8 9,981,809
1998 | 50,645,004 -0.6 36,653,647 | -10.5 | 13,991,357
1999 | 47,547,556 6.1 35,268,008 -3.8 12,279,548
2000 | 51,654,198 8.6 40,938,423 16.1 10,715,775
2001 | 48,979,244 -5.2 42,415,533 3.6 6,563,711
2002 | 52,108,956 6.4 42,227,506 -0.4 9,881,450
2003 | 54,548,350 4.7 44,362,023 5.1 10,186,327
2004 | 61,182,034 12.2 49,175,646 10.9 12,006,389
2005 | 65,659,982 7.3 56,881,842 15.7 8,778,140
2006

(01~024) | 10:857:889 17.3 10,261,058 28.7 596,831
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2p 223 A AFE.(2006.04)

53], 20061 14 ~24d°] &5 2ol 75 17.3%, 74 287%9 F7HAE o5
9hol 2006 <+ AAZF A Aotui ges B o4 An ol dE £EQ] wogF
FEAX SUHAAE T ARG, e ddE BE 9] SR Ay 2 o v

®3-24> dE9 Fa 79 =t
(& sk ¥, %)
20034 20044 20054
5'17]—1% =3 = o = o = o
e 57 = S7HE = S7HE
o 8,731,138 13 | 10,197,310 | 16.8 | 11,967,294 | 17.4
"= 6,824,958 | -5.7 | 6,759,974 -1 7,070,968 4.6
e s 2,071,182 6.9 2,385,062 15.2 2,695,832 13
e EH Ao} 1,744,488 | -0.5 | 2,098,576 | 20.3 | 2,697,948 28.6
SR=E P 1,905,215 | 7.4 2,017,362 5.9 2,292,157 13.6
ALt o}etu] o} 1,688,655 | 16.1 | 1,994,508 | 18.1 | 3,170,405 59
ofstomlg EA} = | 1,662,811 | 14.7 | 1,980,596 | 19.1 | 2,794,241 41.1
=4 1,643,678 | 5.9 1,846,631 | 12.3 | 1,966,868 6.5
vk 1,655,700 | -2.5 | 1,802,358 8.9 1,991,411 10.5
A 44,362,023 | 5.1 |[49,175,646| 10.9 |56,881,842| 15.7



<F 3-25> 4 Fo FEF F}
(9 9wk ¥ %)
20034 2004 20054
R o S w9 Edss o 7
By 13,412,157 | -9.8 |13,721,263| 2.3 | 14,807,360 | 7.9
=3 6,635,482 | 33.2 | 7,995,868 | 20.5 | 8,839,401 10.5
ki 4,022,469 | 12.6 | 4,785,617 19 5,143,006 7.5
o 2k 3,609,890 | 10 |4,542,523 | 25.8 | 4,809,616 5.9
T 3,455,172 | 8.8 |3,831,814| 10.9 | 3,968,591 3.6
Ef = 1,853,752 | 12.4 |2,192,173 | 18.3 | 2,477,859 13
=4 1,897,905 | 7.5 2,050,742 | 8.1 2,057,796 0.3
A 7VE 1,715,813 | -3.3 | 1,945,090 | 13.4 | 2,034,508 4.6
| = 1,528,544 2 1,635,791 7 1,663,474 1.7
A 54,548,350 | 4.7 |61,182,034| 12.2 |65,659,982| 7.3
Ahm 0 AAAE(2006.04)
3E3-24>, <F 3-25>%= 49 Fa FEIL FL FUFHY wYggEE ¢
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<FE 3-26> 200 Y 9 AFY g FAAHY AR
(Wg]: %)
&9l | E% aire x9 | B Eus
2004 | 2005 2004 | 2005
1 WA | 216 | 2.3 11 |%el A1E| 514 | 556
A4w | 601 | 495 12 | 71=¢% | 389 | 494
A A 2 )5}
3 Az | 451 | 385 13 22 o057 | 229
2] R
3z Bl
4 =ete 58.7 | 60.1 14 |97 | 682 | 658
A| &
7] e}
5 gj{;}ﬂ 413 | 268 15 |sel®e| 384 | 387
O O 3L
A &
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6 e | 788 | 760 16 |[&"2771] 323 | 300
R 7\t
7 Ha 9w | 913 | 23.9 17 " | 505 | 454
zé 7]7:"‘H'
A= A0l et
8 o] 813 | 258 18 |2 467 | 477
9 A s50 | 337 19 |71mex| 329 | 307
‘r??
10 |VTTEED L 456 | 4009 | 20 |saex| 377 | 357
‘r??
28 1 AAARFE(2006.04)
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