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ABSTRACT

A Study on the Propulsion Direction of Free Trade

Agreement between Korea and China

Cal Rui
Advisor: Prof. Park, Ro—Kyung Ph. D.
Department of International Trade

Graduate School of Chosun University

This study investigates how a Free Trade Agreement (FTA) among
Korea and China contributes to the economic growth of each country.
We first estimate the trade enhancing effect of the FTA of the two
countries, and then estimate how this increased trade advances the
economic growth. In addition, we explore how the FTA alters the
industry structure of trade in each country and thereby influences the
growth impact of the FTA.

In contrast to other studies on the economic effects of an FTA, our
study relies on the actual data of the past experiences of the existing
FTAs. In addition, by paying special attention to the three countries'

close geographical location, we develop a new methodology that gives



us a more realistic estimate of the trade creation effect of the
two—country FTA.

The issues in the manufacturing sector are quite different. The
manufacturing sectors in Korea and China are complementing each other
in terms of technological level, with Korea exhibiting a comparative
advantage in more technology— and capital intensive production and
China possessing a comparative advantage in relatively labor—intensive
production. Furthermore, there has been an expansion of intra—industry
trade within the manufacturing sector.

In order to build an environment for Korea—China FTA, a number of
steps need to be taken. These include: an early establishment of a joint
study comprising the government, civil experts and enterprises; a
consensus building process for the general public; and an excercise of
leadership on the basis of the belief that Korea—China FTA will provide

a framework of co—prosperity in Northeast Asia.
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2006 @50+ WTOS DDAZAol & AL Holx K3t 718d, v

% 32 5 FAIEL WA AA AFo] APPeR ARRAYY A

WTO9 wt=zw, 2005d 7971x] WTOd| SR wa F AAF
HA(RTA)E F 180Hdo 2 o] 7}d & 184¢ FTAZ} 2005 o 7}
Hau Jdok. =3 WTOO vSrRE FTA 7F2d 20053 o 2 a5 A
U, @l MAE FTAR 49 SATH<HE 2-5>F=x).

v=E mFdFdAY guid FAE S FTAA FHS F= &4,
FoA 2 A9F g HPelA SACU(Southern African
Customs Union)10), gl Z, ord)| 2~ F %A (Andean Community)lD) 53 A+
S A5t 9o m, UAE(United arab Emirates) @ @4tttz 2005 3¢
2zt 2y FTAEAE 7141, %349 FTAE 20059 10€ eAgo

Auvvk= FTAA, EFTA, 47tz 3 Fdv] 45(ddn=2, Jeze,

25z, Yrkets) 53 FTAEAS Agsta glom, 2005d 749 =3}

TA ¥4<5 WA

EUE A 20043 549 F5F/Y 5 10/M=S F7HHo2 gdstod T
2570 Y=o g g ° o]o 2005 #A MERCOSUR 2 GCC =715
I FTA @45 At Ao

EFTAE 20009t Eo14 FHAFS €A Fo wg=xd HA=Z, A
Ztxz, Ad 53 FTAZ Adsgloen, 2005 79dle =349 FTA

i
el

A

o

9) B http://www. custons. go. Kr
10) SACU= 1969 FAdd AANA 71 eeld AATIAZ sl B=oh
AE, Yunjol, Aold@d= dolF 5 5otk @A A

11) orlel7be] FEulo} A oS Befulol Aol 54Fo] 1060 FEujoke] 7
Seplel A 20 R WEHF Y FABY,



P gAY, =3 2005929 GCC 2757 FTA AL MAE4A
om, ASEAN 2 MERCOSUR 5 F¢& AABFY FTAE H=Z HESL

F3S 20059 79 ASEANT S FTA(GEECHS 2aAzHon, 20059
Fol GCC, 35, 24, g7z FTARE S 242 AAste § Solrlok
Aol HLAE doldd ZrtEe7tA FTA tid=s FFA71a Aok 24
skl FTAE 20059 10€ €28t

Jee 20049 129 9% FTA 2 71293, of =S Fu 43
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= Aska Qlenl, 2005 49 #Azete] FTAS waAZ

om 2005 Fol ZelolAel & Blxd 27 FTA 43S 823 =3

20053 49 ASEAN#, 749ol= AdxulAole} FTARAS ZHzt /A8t e

, A, Ix, 357 ¢ FolzstFstw T34 FTAEE HE Fo 5.
ASEAN ofrlolo] FTA 3Bz R437) ¢8) FTAS A=

st enk, 2005 79 FIabe] FTA(REECHES 2aAzxoed, 2005
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Fae A 20039 99 FPF TTA 2EY, & Ed2 20059 %
EFTA, Ziveh ASEAN, Q& & 209 A S0 FTA @4 w& A4
A =ds APsa glom, 20050 79elE EFTAsH o §4< 8247,
EF WA= E 20059 89 FEHILAME AUsgor Az @ MER
COSUR ¢tx F&d+E A3A3sta gl

ol ol st ol MA FaFe FTA A7 @< 2A9E Az, o =7}
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e mold gob 49 B3 L YE 5 FopAolHER 5F 2 ¥4
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wek =2y FTA, EU-Ra FTA, EU-MAlZ FTA 2 5323 FTA
So AN B & QRel HAFH AN 45 SATIRPY A2
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o
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g BE GDP(FWEFAN) 71% AlA 799 AANTOoR R4
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12) ol Z7F, "20061 AAZAA % FHBY AP, WAAE05-08, , AR AAT
¥, 2006, pp.132—-134.



2003 Fe) WE GDPE 124,1009 22 AABANAM A sE 1
T2 4%olx 20059 GDPAAEL 9.8%= FAHAG. 7wl g (PPP) ¥
7holl getd T AAY FR= Fulg HUF VEoE2E 6% 3,5409 €9
2\ o] o]o] MA 2%]0lH, ole HAAY 12.6%°] Z3t= Helth. 12
g W& GDP= obf 1,05222fd E3stAIw, Fujd Hrl Vo mE
4,900 2] o] &3ty

F3ol A APAGE FHoE I FEFEY AFS A&5Fo
e A /A GA A F = o
o7 AR 2003d F=o FAFEE 85129 EY=, olF FE2
41,3849 gejoln 49 41289 gejolt}. 20039 = Eal: 5359
g8z AA 1999 =] FA fFATolH, e ) T JIRf
4,0339] gl URo] o]o] AA 29 ot 20053 FHe FAFRE
14,2219 ¥ =2, olF &L 7,6209 oy F£UL 6,601 Zo]
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20059 9]Zel ExtE 4,8009 2e]o]th(<HE 3-1>F%).

<E3-1> 29 AAAE
(&9): o =)

= 19999 | 20000 | 2001 | 20029 | 20034 | 2004 | 20059
BAREE (%) 7.1 8.0 7.5 8.0 9.1 7 9.8
B FA 211 205 174 354 270 254 383
787442 /GDP(%) 2.1 1.9 1.5 2.9 1.8 1.5 1.9
dE FA 360 345 340 442 255 288 330
T = 1,947 2,491 2,660 3,256 4,384 5,247 7,620
T 4 2,583 2,146 2,321 2,815 4128 4,959 6,601
47
370 375 374 468 535 700 603
A5 (%)
3 E { A 1,577 1,682 2,156 2,911 4,033 4,157 4,800
vl A
—-14 0.3 0.5 -0.8 1.2 1.7 2.1
BAFEE(%)

AR THREEYLY SHRAAE, |, 20041, (FFY FAAAL,
F3 ARR, 20063, AAARG ALRES FF] 447} 44,



To BAAS BTG FA FHAAE AAAA 7190l st ATh #
=29 FHA oty 20039 71E AASH 7IHF T2 792 1370
b, o= 1994d¢] 3/HERE ZA soid Zo|th.19)

20009 F=9 94%9 AAES RY FHe=z 20039 9.1%, 200439.
5% AR olo] 9%t T2 AFS B

wE o 20053 1~8¥ % CPI(corruption perceptions indexF 3| A4)E
1.9% AFS BHo 2000 HA AFELS 20049 3.9%W¥] 2F2%p A

& Agolt([2d 3-1]F=).

[28 3—1] GDP, CPI AAE 9]

= GDP(%) DPI(%)
25 4
|
20 2m\+7_+,
15 {126
105
10 §88 78 7'1' 8 73 8 9.1 9-5 9.4
5 e 8 - 39 ‘9
\\ 9:1_0.7 LA,
’ g
5 -0 8-14 -0.8

1994 ' 1995 ' 1996 ' 1997 ' 1998 ' 1999 ' 2000 ' 2001 ' 2002 ' 2003 ' 2004 ' 2005
A8 Z2ZZ7E A, 2005.9. http://www.mofcom.gov.cn
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13) Hgd-olA7], "eh-F AARAY g A2 Y vty A, AT | A
791, 2004.12, pp.27-28.

14) 20059 129209 gy Fol(F&lk) I7HeAT T4 A1ap MM~ As B2
20041 GDP T=7} @3 3&= 1x93179 =e](15398789 Yal)of w3 20044
GDP F7F&< Ald 2¢¥ WEA)(13%6880% HM)ol H3) 16.5%= soiwtrial 9, st
A 24 F ARE g A O ARETN] 24 wAVE AYsE AAR E B

Ao A= 2004 GDP FEE 29 23X 39 9.5%% FFsto] AT
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15) KOTRA(EHolE), "F3744] 2005 5t AbAz 2006 5th A", 713 %A}
05-059, , 2005.12.26, pp.1—2.
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F3e 20059744 WTOZhdel mhe #A1shs de vheel A< 33
oltt. F=o A Aol wel ejFAAFA AsHA ]l A&
2FRNEAANA G BF AASES FESL A AL aew,
g b Aot FIe BARIGEE
Fgatgoy WIoZtY Folx WEs Z2A e g AdaAAe] dos
v A @3 Aok 2 WTOHAe ME= 2 FEAZAAAAE 717
kel AAANER AANRE AFAe2 AHEY) A BAS A4
Hosta e FATHI) Faro] WTOZEY S 53t M=o 2 AA o]
PAA FAsE ol HEYS Ao RoHE A FASFHI

16) #3hd-olA7], "gh-5 AAlEA v ARe dY seoke] 2AY, AT | A
T4, 2004.12, pp.29—30.

17) &3¢ BARlEE 7)o 22 &3 201097HA] A DAL S 5% F202 @EE7 Fol),
FENA M D AAANGT Szl thgh 4A 2 7eAdH 7
7438k ) Trade Negotiations Committee, 1994.

AARA wske} g5 FTAC] &gk A", gxomoliul SHeshd

18) GATT 1994+

A=
T SdxAE Aestes

19) 249, "F59] of9]
AALEFE=E 2005, pp.19.



<E 3-2> Fvl Fol BE FTY A=Y BAE A3AY

2421 3}
JYRE AE

2000 [2001{2002|2003|2004[2005|2006|2007|2008| Al

FE5T

- 1,784 | 939 | 808 | 425 | 936 | 753 | 5 0 35 |5,685
(HS 8&+¢],78)

1 & (%) 314 | 16.5]14.2| 7.5 |16.5[13.2] 0.1 0 | 0.6 | 100

Zt8: US—China Business Cuncil, 2005, =9 FQAARNE, , = A
H2006.3. Faxtsel AR s Fekslo] Axr ZA.

T AAGFY dsgolgt & £ Ade Ixd AFFA(FDD= 1989
—2001d74A] AG T 22%=2 Z71893, B3] 20029 FdE A7 5279
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<% 3-3>=7bE-A3A &55¥ FDIY 55 F0]
(¢ © 109 &%)

7+ B 2001 20023 20033 | 20049 | 20059

L - 144.0 30.0 86.6 95.9 106.0

E U 389.4 374.4 341.8 259.1 445.3

g B 6.2 9.3 7.5 7.8 9.4
ofA]o} Bf 3 ¥ 106.9 95.1 99.0 155.5 172.7

s = 46.8 52.7 53.5 56.21 62,24

Z}&: "Financial Times; , "Foreign direct investment flows set to begin
recovery, ¢ 3X: TFDI flows intomajor economics; , 2004.1, =7}
H-AA FDL , S5 4%FF, 20063, Fuxse dELEE TFsH
AA7E A

19809 F=9] AN oF, 9 FF5& Fxol AAFTHAAN A

AstE BEE ASAA 198092 200237 ] =2 4£Z9 MAAF H

2 1.2%904 5.2%74A AFAeH T FH] AAANG wFe 1.1%

A 4.2%7 A Z7}stAth. =3 1993d%E 200297 R Zae) A
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2
L
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ol ©
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o] 27} £5E AYF 17.3%) o221 20053 FTo T

v

24.4%7H([2h3-31%=x) F713H14,2219 D2, £F 76209
(28.4%%71) B F4 6,601 22(17.6%F7H)7F Ho AA F=
F7tR(<E 3-4>Fx) FA20se o] FAE FEo] FAHGH
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20) TFinancial Times; , "The world must Learn to live with a wide—awake China",
2006.11.12.

21) TAsian Wall Street Journal; , "China Moves Quietly To Push Trade", 2003.9.15.



<HE3—4> AlA 15t wg=
(2005, ©¢] @ ¥igkE)

=9 =7} F = T 9 A R
1 o = 807, 662 1,505, 840 2,313,502
2 = o 896, 925 716, 551 1,613,476
3 z = 762,037 660, 122 1,422,159
4 Y B 565, 487 454,816 1,020,303
5 T 447,353 463,901 911,254
6 Q= 338,588 453,497 792, 085
7 ol &g o} 344,707 346,997 691,704
8 Yadd= 354, 254 318,109 672,363
9 7 ok 315, 858 299, 056 614,914
10 ) 7] o) 307,901 285,951 593, 852
11 3z F 259, 284 271,416 530, 700
12 st = 242,809 225,374 468,183
13 2~ 2l 177, 009 249,417 426,426
14 ol A 2 175, 666 183,791 359, 457
15 ANE= 179, 458 162,967 342,425

gk FEE9] 129 (242,809 wWRbE)
= AT 139 (225,374 ArE) = F wdgR 129
Ag: Y3 (KOTIS),2006.1.3

[293-2] AA 45 £23718 299 £29 (20039)

T 2294326,
7)ol 112%. . $213
=4 17%. . $612
ojggo} 15%. . $252
vde= 15%. . $243
o 13%. . $416
ZF2 12%. . $330
G 1%, . $276
-3%..$253
-5%. . $694

Zt5: TAsian Wall Street Journal; , 'China Moves Quietly To Push



Trade Goals” ¢ 2&: 'New Heavyweight in Town' 21&. 2003.9.15

[Z2-3-3] AlA Z=9 FEZ714 <=9 (2005d,200631-4€)

18.30%

= —17 100%
T = f 124.40%

m20054d MW20064d 1-44¢9 )
ZF: EU (20043 59X E 153 — 25602 ®WA)
AR §EFARE TFLARR (20069 6929)

w3 ==& FujyE H717)E<Q PPP(Purchasing power of parity, W
7D 93 1999 GDP'E vl=7]#(100)o2 B 11 A& =7 v
- whgtA] PPPO) o3k 190% GDPol SlojA F=e 1970d F¥7hA =
o= GDP9] 5% EFHstF o, 2001do= vl=2] 12.8%=2 A5,
2002 = W= 14%71A w2 A F7kste] AlA291227F H At of

2
7o) FUNFL5S A0 ALY Wl 200299 B3, FIE
= %

22) Minancial Times; , ‘Comment&Analysis’[Asial: ‘The march to Prosperity: why

China can maintain its explosive rate of growth for another two decades’, 2004.11.9.

23) Tinancial Times; "Comment&Analysis: Why Europe was the past, the US is the present
and China—dominated Asia the Future fo the global economy", 2003.9.22.

24) A9, "F7e] el BAFA WMo} ghF FTA ek A", g=elzolgu Fx5r)shd
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Az Eedg |, DhErh R o) dERE: 2006~2020, , rHEEEE K
ik, 2005, p.32.

<¥ 3-6> 2000~2020 AAAAA A
(2F$1:%)

2000~2005]2005~2010 [2010~2015|2015~2020|2000~2020|2005~2020

Bl A e 8.7 7.5 5.8 4.8 6.7 6.0
NE AYE L 8.7 8.1 7.5 6.8 7.8 7.5
S Age e 8.7 8.5 8.2 7.7 8.3 8.1
Az BagE |, DpE bR EEe e} dA R 2006~2020, , PEEE R
i, 2005, p32.

AW, 2 ASol= 20108742 7% el Aol shesta, 20109 o] F
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25) ol¥H-AWH-ANR, "= AR 57 AR AAA W AR, AT
2005.12, pp.122-124,
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& AFo wiAde =AY FxvE  HlFS AX . A @ dAA
9 HAHEAM(FDDE 1100928 Hxmolw, HHFAN(F2FA})
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Hl&o] g, 52 IRAS FFo| H
Hgo] &t HollA AdTFRY
719l WEgde FHeFalr] wFo|o.

2006 39S 7IF o2 VAR 528% 76729 ot
Iz ot}
51009Hd A= dS 7dstd share] 7HAYe &5 vl 65%° 33t

[e)
7§Ty

N

bt 3H 3
9% Z7}+3t Y] 7GRS0

bt "lo] 42009 A=

sted whal A o] A wid

o] Jlth. BE FHFRUZF FUlo 713
<3 3-7> Fauyge F8 HAAAR
(&9 + 235 Z=x)
2001 2002 2003 2004 2005
0
— GDP
AAS (D)
ereEmA 0.8 1.9 3.0 4.4 3.5
- 199
35,491 | 36,386 37,805 39,898 | 42.090
GDP(&#))
4.8 5.8 6.0 5.5 5.1
- AdE (%)
N3,857 | A4,739 | A5,307 A6,659 |A8,050
BAAFA(IEd)
g =B
— GDP
A& (%) 0.2 N0.3 1.4 2.7 2.7
o oFE (¢ 32,757 . . . .
— 19 - 31,220 33,678 36,184 -
GDP(m&g) 106 - 5.4 5.2 4.7 4.4
- A& (%) 4’ 141,397 |157,668 144,343 | 180,479
— AAFA(I4)
4 =
— GDP 2.3 1.8 2.2 3.1 1.8
AR5 (%) 24,246 | 26,413 30,140 35,505 -




— 19w
GDP(m & 2))
122 3.2 3.1 3.0
- A& (%) 2.7 2.8
A22.39 | A17.61 | A18.73
_ A25.682 —
1 5 9
AR A (53§ =
)
Euro A4
— GDP
A AL (7)
ereEA 1.6 0.9 0.5 2.0 1.3
- 19w
21,971 | 23,996 | 29,538 28,596 -
GDP(&d)
et () 7.8 8.3 8.7 8.8 8.6
- 0
=RE A109 577 218 423 288
AREA (] 2)
=
— GDP
e (7)
ereEA 7.5 8.3 9.3 9.5 9.9
- 19w
921 989 1,089 1,227 1,740
GDP(&#)
174 354 459 690 584.6
BAFA (DY)
B
— GDP
A AL (7)
ereEmA 3.8 7.0 3.1 4.6 4.0
- 19w
10,160 | 11,499 | 12,720 | 14,162 | 16,291
GDP(&d)
80.33 53.94 11950 | 276.13 | 160.03
BAFA (DY)
Az ARAAAE Z2 AAAFE(HARK), 2005.6.13. F=F A
2006.3. FazAg e AEZ2REE Z9dlo] A ar ZHA.
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2001 | 1254 | 2340 | 65 139.6 49.0 59.7
2002 155.1 285.8 75.4 180.9 48.6 63.3
2003 201.0 431.6 102.3 291.8 50.9 67.6
2004 278.1 621.7 154.4 | 452.3 55.5 72.8
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F o+ Az aE Y93 (Gulf Cooperation Council)
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