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Abstract

A Study on Korean Strategies and Situational
Analysis for Korea—USA FTA

by An, Chun-Bok

Department of International Trade
Graduate School

Korea Maritime University

The Korea-USA FTA is extremely important to Korea, considering
aspects such as politics, diplomacy, security, and economy.

The Korea-USA FTA has already reached the 4th round of talks.
The purpose of this study is to submit a strategy that helps Korea
lead a successful negotiation by analyzing the outstanding issues and
problems of both parties.

This study is based on secondary data such as existing
documentary records, all kinds of press releases and government
statistics.

Through the FTA with USA, who has the biggest domestic market
in the world, the Korean government has caught up with the latest
slow progress of FTA with different countries and at the same time
aims to establish the comprehensive cooperation partnerships with

USA in economy, diplomacy and security.

The FTA with Korea is also expected to be important to USA

because they realize Korea has a good trade base in Far East Asia



and also realize that Korea i1s important in their diplomatic and
military standpoints.

Accordingly, considering each party’s standpoint, both of them must
have a strong will for settling the Korea-USA FTA.

Though the Korean government has a strong drive for the
Korea—-USA FTA, they have not drawn national consensus, resulting
in social conflict along with hot exhausting pros and cons.
Additionally, it has disclosed several problems like the counterplans of
the weak industries and damaged classes against the rush expediting
of the Korea-USA FTA and also disclosed unpreparedness of the
reasonable restructuring of the weak competitive fields and of the
strengthening competitiveness.

And what's worse is, the Korean people are anxious if analysis and
reasonable countermeasures for USA's strategy are prepared.
Therefore, this study shows the countermeasures for progressing the

successful Korea-USA FTA.

1. It 1s late, but the Korean government should strengthen public
relations and persuade professionals, civil groups and the general
public in order to promote an understanding of the national key
opinion of the leaders and the general public for the Korea-USA
FTA. Here, the active efforts of the beneficial exporting enterprises

are requested.

2. As the Korea-USA FTA 1is promoted from the viewpoint of a
long—term national vision, what is required is a systematic support to
restructuring and competitiveness strengthening as well as a
substantial compensation and preparing aid policy for weak industries

and damaged classes.



3. USA tries to seal a deal within the FTA time limit, but Korea
should not follow them but have full time to negotiate their own
strategy. If the talks is delayed, Korea shall take this chance to bring
restructuring of weak industries and securing competitiveness in the
meantime. Also, Korea shall solve the national issues reasonably and
shall also devote themselves to successful negotiation against USA on

the basis of national consensus.

4. As the situation in every field is different, involving more
professional populations on behalf of every field into the FTA,
negotiators shall level up the talks and will also help in supporting of

competitiveness promotion.

5. Amid the issues derived so far by the 4th round of talks, the
priority of the talks shall be decided by economical logic and
long-term viewpoint. In other words, the priority of the talks shall

not be placed on political logic and short-term performance.
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e A 429 @9 SA g 519 &e Sa ga
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<HE> GATT A24%

THE GENERAL AGREEMENT ON TARIFFS AND TRADE
(GATT 1947)

Article XXIV

Territorial Application - Frontier Traffic — Customs Unions and

Free-trade Areas

1. The provisions of this Agreement shall apply to the
metropolitan customs territories of the contracting parties and to
any other customs territories in respect of which this Agreement
has been accepted under Article XXVI or is being applied under
Article XXXIII or pursuant to the Protocol of Provisional
Application. Each such customs territory shall, exclusively for the
purposes of the territorial application of this Agreement, be
treated as thought it were a contracting party; Provided that the
provisions of this paragraph shall not be construed to create any
rights or obligations as between two or more customs territories
in respect of which this Agreement has been accepted under
Article XXVI or is being applied under Article XXXIII or pursuant
to the Protocol of Provisional Application by a single contracting

party.

2. For the purposes of this Agreement a customs territory shall
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be understood to mean any territory with respect to which
separate tariffs or other regulations of commerce are maintained
for a substantial part of the trade of such territory with other

territories.

3. The provisions of this Agreement shall not be construed to
prevent:

(a) Advantages accorded by any contracting party to adjacent
countries in order to facilitate frontier traffic:

(b) Advantages accorded to the trade with the Free Territory of
Trieste by countries contiguous to that territory, provided that
such advantages are not in conflict with the Treaties of Peace

arising out the Second World War.

4. The contracting parties recognize the desirability of increasing
freedom of trade by the development, through voluntary
agreements, of closer integration between the economies parties
to such agreements. They also recognize that the purpose of a
customs union or of a free—trade area should be to facilitate
trade between the constituent territories and not to raise barriers

to the trade of other contracting parties with such territories.

5. Accordingly, the provisions of this Agreement shall not prevent,
as between the territories of contracting parties, the formation of
a customs union or of a free-trade area or the adoption of an
interim agreement necessary for the formation of a customs union
or of a free—trade area; Provided that:

(a) with respect to a customs union. or an interim agreement

leading to a formation of a customs union, the duties and other
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regulations of commerce imposed at the institution of any such
union or interim agreement in respect of trade with contracting
parties not parties to such union or agreement shall not on the
whole be higher or more restrictive than the general incidence of
the duties and regulations of commerce applicable in the
constituent territories prior the formation of such union or the
adoption of such interim agreement as the case may be;

(b) with respect to a free—trade area, or an interim agreement
leading to the formation of a free-trade area, the duties and
other regulations of commerce maintained in each of the
constituent territories and applicable at the formation of such free
trade area or the adoption of such interim agreement to the trade
of contracting parties not included in such area or not parties to
such agreement shall not be higher or more restrictive than the
corresponding duties and other regulations of commerce existing
in the same constituent territories prior to the formation of the
free—trade area, or interim agreement as the case may be; and
(¢c) any interim agreement referred to in subparagraphs (a) and
(b) shall include a plan and schedule for the formation of such a
customs union or of such a free-trade area within a reasonable

length of time.

6. if, in fulfilling the requirements of subparagraph 5 (a), a
contracting party proposes to increase any rate of duty
inconsistently with the provisions of Article II, the procedure set
forth in Article XXVIII shall be taken of the compensation already
afforded by the reduction brought about in the corresponding duty

of the other constituents of the union.
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7. (a) Any contracting party deciding to enter into a customs
union or free—trade area, or an interim agreement leading to the
formation of such a union or area, shall promptly notify the
contracting parties and shall promptly notify the contracting
parties and shall make available to them such information
regarding the proposed union or area as will enable them to make
such reports and recommendations to contracting parties as they
may deem appropriate.

(b) If, after having studied the plan and schedule included in an
interim agreement referred to in paragraph 5 in consultation with
the parties to that agreement and taking due account of the
information made available in accordance with the provisions of
subparagraph (a), the contracting parties find that such agreement
is not likely to result in the formation of a customs union or of a
free—trade area within the period contemplated by the parties to
the agreement or that such period is not a reasonable one, the
contracting parties shall make recommendations to the parties to
the agreement. the parties shall not maintain or put into force, as
the case maybe, such agreement if they are not prepared to
modify it in accordance with these recommendations.

(c) Any substantial change in the plan or schedule referred to in
paragraph 5 (c¢) shall be communicated to the contracting parties,
which may request the contracting parties concerned to consult
with them if the change seems likely to jeopardize or delay
unduly the formation of the customs union or of the free-trade

area.

8. For the purposes of this Agreement:

(a) A customs union shall be understood to mean the substitution
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of a single customs territory for two or more customs territories,
so that

(i) duties and other restrictive regulations of commerce(except,
where necessary, those permitted under Articles XI, XII, XIII, XIV,
XV and XX) are eliminated with respect to substantially all the
trade between the constituent territories of the union or at least
with respect to substantially all the trade in products originating
in such territories, and,

(i) subject to the provisions of paragraph 9, substantially the
same duties and other regulations of commerce are applied by
each of the members of the union to the trade of territories not
included in the union;

(b) A free-trade area shall be understood to mean a group of two
or more customs territories in which the duties and other
restrictive regulations of commerce(except, where necessary,
those permitted under Articles XI, XII, XIII, XIV, XV and XX)

are eliminated on substantially all the trade between the

constituent territories in products originating in such territories.

9. The preferences referred to in paragraph 2 of Article I shall
not be affected by the formation of a customs union or of a
free—trade area but may be eliminated or adjusted by means of
negotiations with contracting parties affected.*This procedure of
negotiations with affected contracting parties shall, in particular,
apply to the elimination of preferences required to conform with

the provisions of paragraph 8 (a)(i) and paragraph 8(b).

10. The contracting parties may by a two-—thirds majority approve

proposals which do not fully comply with the requirements of
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paragraphs 5 to 9 inclusive, provided that such proposals lead to
the formation of a customs union or a free—trade area in the

sense of this Article.

11. Taking into account the exceptional circumstances arising out
of the establishment of India and Pakistan as independent States
and recognizing the fact that they have long constituted an
economic unit, the contracting parties agree that the provisions of
this Agreement shall not prevent the two countries from entering
into special arrangements with respect to the trade between them,
pending the establishment of their mutual trade relations on a

definitive basis.*

12. Each contracting party shall take such reasonable measures
as maybe available to 1t to ensure observance of the provisions
of this Agreement by the regional and local governments and

local governments and authorities within its territories.

AD Article XXIV

Paragraph 9

[t is understood that the provisions of Article I would require
that, when a product which has been imported into the territory
of a member of a customs union or free-trade area at a
preferential rate of duty equal to the difference between the duty
already paid and any higher duty that would be payable if the
product were being imported directly into its territory.

Paragraph 11
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Measures adopted by India and Pakistan in order to carry out
definitive trade arrangements between them, once they have been
agreed upon, might depart from particular provisions of this
Agreement, but these measures would in general be consistent

with the objectives of the Agreement.

GATT Al24x <3AA

UNDERSTANDING ON THE INTERPRETATION OF ARTICLE XXIV
OF THE GENERAL AGREEMENT ON TARIFFS AND TRADE 1994

Members,

Having regard to the provisions of Article XXIV of GATT

Recognizing that customs unions and free trade areas have
greatly increased in number and importance since the
establishment of GATT1947 and today cover a significant

proportion of world trade;

Recognizing the contribution to the expansion of world trade that
may be made by closer integration between the economies of the

parties to such agreements;

Recognizing also that such contribution 1s increased 1if the

elimination between the constituent territories of duties and other
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restrictive regulations of commerce extends to all trade, and

diminished if any major sector of trade is excluded;

Reaffirming that the purpose of such agreements should be to
facilitate trade between the constituent territories and not to raise
barriers to the trade of other Members with such territories; and
that in their formation or enlargement the parties to them should
to the greatest possible extent avoid creating adverse effects on

the trade of other Members;

Convinced also of the need to reinforce the effectiveness of the
role of the Council for Trade in Goods in reviewing agreements
notified wunder Article XXIV, by clarifying the criteria and
procedures for the assessment o or enlarged agreements, and

improving the transparency of all Article XXIV agreements;

Recognizing the need for a common understanding of the

obligations of Members under paragraph of Article XXIV;

Hereby agree as follows:

1. Customs unions, free—-trade areas, and interim agreements
leading to the formation of a customs union or free—trade area, to
be consistent with Article XXIV, must satisfy, inter alia, the

provisions of paragraphs and of that Article.

2. The evaluation under paragraph 5(a) of Article of the general
incidence of the duties and other regulations of commerce

applicable before and after the formation of a customs union shall
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in respect of duties and charges be based upon an overall
assessment of weighted average tariff rates and of customs duties
collected. This assessment shall be based on import statistics for
a previous representative period to be supplied by the customs
union, on a tariff rates and customs duties collected in
accordance with the methodology used in the assessment of tariff
offers in the Uruguay Round of Multilateral Trade Negotiations.
For this purpose, the duties and charges to be taken into
consideration shall be the applied rates of duty. It is recognized
that for the purpose of the overall assessment of the incidence of
other regulations of commerce for which quantification and
aggregation are difficult, the examination of individual measures,
regulations, products covered and trade flows affected may be
required.

3. The "reasonable length of time" referred to in paragraph 5(c)
of Article should exceed 10Oyears only in exceptional cases. In
cases where Members parties to an interim agreement believe
that 10 years would b3 insufficient they shall provide a full
explanation to the Council for Trade in Goods of the need for a

longer period.

4. Paragraph 6 of Article XXIV establishes the procedure to be
followed when a Member forming a customs union proposes to
increase a bound rate of duty. In this regard Members reaffirm
that the procedure set forth in Article as elaborated in the
guidelines adopted on 10 November 1980 (BISD 27S/26-28) and
in the Understanding on the Interpretation of Article of
GATTI1994, must be commenced before tariff concessions are

modified or withdrawn upon the formation of a customs union or
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an interim agreement leading to the formation of a customs union.

5. These negotiations will be entered into in good faith with a
view to achieving mutually satisfactory compensatory adjustment.
In such negotiations, as required by paragraph 6 of Article XXIV,
due account shall be taken of reductions of duties on the same
tariff line made by other constituents of the customs union upon
its formation. Should such reductions not be sufficient to provide
the necessary compensatory adjustment, the customs union would
offer compensation, which may take the form of reductions of
duties on other tariff lines. Such an offer shall be taken into
consideration by the Members having negotiating rights in the
binding being modified or withdrawn. Should the binding being
modified or withdrawn. Should the compensatory adjustment
remain unacceptable, negotiations should be continued. Where,
despite such efforts, agreement in negotiations on compensatory
adjustment under Article XXVIII as elaborated by the
Understanding on the Interpretation of Article of GATT1994
cannot be reached within a reasonable period from the initiation
of negotiations, the customs union shall, nevertheless, be free to
modify or withdraw the concessions; affected Members shall then
be free to withdraw substantially equivalent concessions in

accordance with Article

6. GATT imposes no obligation on Members benefiting from a
reduction of duties consequent upon the formation of a customs
union, or an interim agreement leading to the formation of a
customs union, to provide compensatory adjustment to its

constituents.
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Review of Customs Unions and Free-Trade Areas

7. All notifications made under paragraph 7(a) of Article XXIV
shall be examined by a working part in the light of the relevant
provisions of GATT1994 and of paragraph 1 of this
Understanding. The working party shall submit a report to the
Council for Trade in Goods on its findings in this regard. The
Council for Trade in Goods may make such recommendations to

Members as it deems appropriate.

8. In regard to interim agreements, the working party may in its
report make appropriate recommendations on the proposed
time—-frame and on measures required to complete the formation
of the customs union or free—trade area. It may if necessary

provide for further review of the agreement.

9. Members parties to an interim agreement shall notify
substantial changes in the plan and schedule included in that
agreement to the Council for Trade in Goods and, if so requested,

the Council shall examine the changes.

10. Should an interim agreement notified under paragraph 7(a) of
Article XXIV not include a plan and schedule, contrary to
paragraph 5(c) of Article XXIV, the working party shall in its
report recommend such a plan and schedule. The parties shall not
maintain or put into force, as the case may be, such agreement if
they are not prepared to modify it in accordance with these

recommendations. Provision shall be made for subsequent review
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of the implementation of the recommendations.

11. Customs unions and constituents of free—-trade areas shall
report periodically to the Council for Trade in Goods, as
envisaged by the contracting parties to GATT 1947 in their
instruction to the GATT 1947 Council concerning reports on
regional agreements (BISD 18S/38), on the operation of the
relevant agreement. Any significant changes and/or developments

in the agreements should be reported as they occur.

Dispute Settlement

12. The provisions of Articles and XXIII of GATT as elaborated
and applied by the Dispute Settlement Understanding may be
invoked with respect to any matters arising from the application
of those provisions of Article XXIV relating to customs unions,

free—trade area.

13. Each Member 1is fully responsible under GATT for the
observance of all provisions of GATT and shall take such
reasonable measures as may be available to it to ensure such
observance by regional and local governments and authorities

within its territory.

14. The provisions of Articles and XXII of GATT1994 as
elaborated and applied by the Dispute Settlement Understanding
may be invoked in respect of measures affecting its observance
taken by regional or local Dispute Settlement Body has ruled that

a provision of GATT1994 has not been observed, the responsible
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Member shall take such reasonable measures as may be available
to it to ensure its observance. The provisions relating to
compensation and suspension of concessions or other obligations
apply in cases where it has not been possible to secure such

observance.

15. Each Member undertakes to accord sympathetic consideration
to and afford adequate opportunity for consultation regarding any
representations made by another Member concerning measures
affecting the operation of GATT taken within the territory of the

former.
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DIFFERENTIAL AND MORE FAVOURABLE TREATMENT
RECIPROCITY AND FULLER PARTICIPATION OF DEVELOPING
COUNTRIES

Decision of 28 November 1979 (1./4903)

Following negotiations within the framework of the Multilateral

Trade Negotiations, the contracting parties decide as follows:

1. Notwithstanding the provisions of Article I of the General
Agreement, contracting parties may accord differential and more
favourable treatment to developing countries, without according

such treatment to other contracting parties.

2. The provisions of paragraph 1 apply to the following:

(a) Preferential tariff treatment accorded by developed contracting
parties to products originating 1in developing countries in

accordance with the Generalized system of Preferences,

(b) Differential and more favourable treatment with respect to the
provisions of the General Agreement concerning non-tariff
measures governed by the provisions of instruments multilaterally

negotiated under the auspices of the GATT;

(c) Regional or global arrangements entered into amongst

less—developed contracting parties for the mutual reduction or
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elimination of tariffs and, in accordance with criteria or conditions
which may be prescribed by the contracting parties, for the
mutual reduction or elimination of non-tariff measures, on

products imported for one another;

(a) Special treatment on the least developed among the
developing countries and not to raise barriers to or create undue

difficulties for the trade of any other contracting parties;

(b) shall not constitute an impediment to the reduction or
elimination of tariffs and other restrictions to trade on a

most—favoured—nation basis;

(c) shall in the case of such treatment accorded by developed
contracting parties to developing countries be designed and, if
necessary, modified, to respond positively to the development,

financial and trade needs of developing countries.

4. Any contracting party taking action to introduce an
arrangement pursuant to paragraphs 1, 2 and 3 above or
subsequently taking action to introduce modification or withdrawal

of he differential and more favourable treatment so provided shall:

(a) notify the contracting parties and furnish them with all the

information they may deem appropriate relating to such action;

(b) afford adequate opportunity for prompt consultations at the
request of any interested contracting party with respect to any

difficulty or matter that may arise. The contracting parties shall,
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if requested to do so by such contracting party, consult with all
contracting parties concerned with respect to the matter with a
view to reaching solutions satisfactory to all such contraction

parties.

5. The developed countries do not expect reciprocity for
commitments made by them in trade negotiations to reduce or
remove tariffs and other barriers to the track of developing
countries, 1i.e, the developed countries do not expect the
developing countries, in the course of trade negotiations, to make
contributions which are inconsistent with their individual
development, financial and trade needs. Developed contraction
parties shall therefore not seek, neither shall less—developed
contraction parties be required to make, concessions that are
inconsistent with the latter's development, financial and trade

needs.

6. Having regard to the special economic difficulties and the
particular development, financial and trade needs of the
least—-developed countries, the developed countries shall exercise
the utmost restraint in seeking any concessions or contributions
for commitments made by them to reduce or remove tariffs and
other barriers to the trade of such countries, and the
least-developed countries shall not by expected to make
concessions or contributions that are inconsistent with the

recognition of their particular situation and problems.

7. The concessions and contributions made and the obligations

assumed by developed and less—developed contraction parties
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under the provisions of the General Agreement should promote
the basic objectives of the Agreement, including those embodied
in the Preamble and in Article XXVI. Less—developed contraction
parties expect that their capacity to make contributions or
negotiated concessions or take other mutually agreed action under
the provisions and procedures of the General Agreement would
improve with the progressive development of their economies and
improvement in their trade situation and they would accordingly
expect to participate more fully in the framework of rights and

obligations under General Agreement.

8. Particular account shall bo taken of the serious difficulty of the
least—-developed countries in making concessions and contributions
in view of their special economic situation and their development,

financial and trade needs.

9. The contraction parties will collaborate in arrangements for
review of the operation of these provisions, bearing in mind the
meed for individual and joint efforts by contraction parties to
meet the development needs of developing countries and the

objectives of the General Agreement.
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GATS Al5%

GENERAL AGREEMENT ON TRADE IN SERVICES

Article V

Economic Integration

1. This Agreement shall not prevent any of its Members from
being a party to or entering into an agreement liberalizing trade
In services between or among the parties to such an agreement,

provided that such an agreement:

(a) has substantial sectoral coverage This condition is understood
in terms of number of sectors, volume of trade affected and
modes of supply. In order to meet this condition, agreements
should not provide for the a priori exclusion of any mode of

supply, and

(b) provides for the absence or elimination of substantially all
discrimination, in the sense of Article XVII, between or among the
parties, in the sectors covered under subparagraph through:

(1) elimination of existing discriminatory measures, and/or

(i) prohibition of new or more discriminatory measures,

either at the entry into force of that agreement or on the basis of
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a reasonable time-frame, except for measures permitted under
Articles XII, and XIV bis.

2. In evaluating whether the conditions under paragraph 1(b) are
met, consideration may be given to the relationship of the
agreement to a wider process of economic integration or trade

liberalization among the countries concerned.

3.

(a) Where developing countries are parties to an agreement of the
type referred to in paragraph flexibility shall be provided
regarding the conditions set out in paragraph 1, particularly with
reference to subparagraph (b) thereof, in accordance with the
level of development of the countries concerned, both overall and

in individual sectors and subsectors.

(b) Notwithstanding paragraph in the case of an agreement of the
type referred to iIn paragraphl involving only developing
countries, more favourable treatment may be granted to juridical
persons owned or controlled by natural persons of the parties to

such an agreement.

4. Any agreement referred to in paragraph shall be designed to
facilitate trade between the parties to the agreement and shall not
in respect of any Member outside the agreement raise the overall
level of barriers to trade in services within the respective sectors
or subsectors compared to the level applicable prior to such an

agreement.

5. If, in the conclusion, enlargement or any significant modification
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of any agreement under paragraphl, a Member intends to
withdraw or modify a specific commitment inconsistently with the
terms and conditions set out in its Schedule, if shall provide at
least 90days advance notice of such modification or withdrawal

and the procedure set forth in paragraphs3 and 4 of Article shall
apply.

6. A service supplier of any other Member that is a juridical
person constituted under the laws of a party to an agreement
referred to in paragraphl shall be entitled to treatment granted
under such agreement, provided that it engages in substantive
business operations in the territory of the parties to such

agreement.

7.

(a) Members which are parties to any agreement referred to in
paragraphl shall promptly notify any such agreement and any
enlargement or any significant modification of that agreement to
the Council for Trade in Services. They shall also make available
to the Council such relevant information as may be requested by
if. The Council may establish a working party to examine such
and agreement or enlargement or modification of that agreement

and to report to the council on its consistency with this Article.

(b) Members which are parties to any agreement referred to in
paragraph 1 which is implemented on the basis of a time-frame
shall report periodically to the Council for Trade in Services on
its implementation. The Council may establish a working party to

examine such reports if it deems such a working party necessary.

- 138 -



(c) Based on the reports of the working parties referred to in
subparagraphs (a) and (b)), the Council may  make

recommendations to the parties as it deems appropriate.

8. A Member which is a party to any agreement referred to in
paragraph 1 may not seek compensation for trade benefits that

may accrue to any other Member from such agreement.

Article V bis

Labour Markets Integration Agreements

This Agreement shall not prevent any of its Members from being
a party to an agreement establishing full integration Typically,
such integration provides citizens of the parties concerned with a
right of free entry to the employment markets of the parties and
includes measures concerning conditions of pay, other conditions
of employment and social benefits. of the labour markets between
of among the parties to such an agreement, provided that such an

agreement:

(a)exempts citizens of parties to the agreement from requirements

concerning residency and work permits;

(b) is notified to the Council for Trade in Services.
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