Check against delivery

Check against delivery


	
	 Ministry of Foreign Affairs and Trade

Republic of Korea


                           
“The KORUS FTA:

Will America be left behind?”
Remarks by Trade Minister KIM Jong-Hoon, Republic of Korea
May 18, 2010

International Conference organized by the U.S. Chamber of Commerce
Washington, DC

“As Prepared for Delivery”
Good afternoon, Ladies and Gentlemen. It is a great honor to have an opportunity to speak in front of you today. I would first like to thank the U.S Chamber for its active role in promoting trade and especially its outreach activities supporting the pending FTAs. My deepest appreciation also goes to Mr. Padilla, a former Under Secretary of the Department of Commerce.  He is well known as an assertive advocate for free trade. His contribution to realizing the three FTAs is well acknowledged.
Among many things in common, Korea, Columbia and Panama are among the closest allies of the United States. The three countries are also interacting closely with one another.  Korea and Colombia are now negotiating an FTA, and Panama is one of the key trading partners for Korea in Central America.
We are also in the same boat in trying to get the U.S. Congress to move forward with our respective FTAs, which have been pending approval for three years. I hope that the efforts each country is making will create synergy and create a more favorable environment for all of the FTAs in the process of approval by the U.S. Congress.
As Korea’s Trade Minister, let me touch on the Korea-US FTA, the KORUS FTA.   Korea is the 7th largest trading partner of the United States and the United States is the 4th largest trading partner of Korea. In the trade balance sheet, Korea and the United States have trade surpluses in goods and in services, respectively.  In 2009, Korea had a trade surplus of 11 billion dollars from trade in goods with the Unites States and the United States 5 had a surplus of 5 billion dollars from trade in services with Korea. 

There is no need to reiterate the economic benefits of the KORUS FTA. The KORUS FTA is the most economically significant trade agreement for the United States since NAFTA. However, U.S. companies have been facing opportunity costs as the implementation of the FTA is unduly delayed. Even at this moment, the “cost of inaction” keeps rising. U.S. workers and companies are the ones who fall victim to this inaction. 
On the bright side, the administration and Congressional leaders have begun to publicly stress that trade will create jobs and economic growth.  I could not agree more. Trade offers a very effective solution for the U.S. economy on its road to recovery. This year, President Obama unveiled the National Export Initiative to double exports and create two million jobs in the United States over the next five years.  The best way to achieve this goal is through trade.  In this regard, the three FTAs that the United States has already concluded offer a cost-free means to achieve this goal.
In particular, small businesses, which make up 89% of the U.S. companies exporting to Korea, will be direct beneficiaries of the KORUS FTA and I believe that they will be creating more jobs once this FTA is put into effect. According to a USITC report published this January on the request of the USTR, the Korean market offers more friendly opportunities for American small businesses than for large firms. For instance, from 2002 to 2007, exports of the U.S. small businesses to Korea increased by 74% while that of large companies increased by 47%.
While the KORUS FTA is a trade agreement, it has its significance beyond economic benefits. Korea and the United States have been allies for more than six decades and are bound by common values of democracy and market economy. To my fellow Koreans, it has been hard to understand the situation in which three years after being signed, the United States has still yet to ratify its FTA with Korea, a country that, as President Obama rightly put it, is more committed to friendship on a whole range of fronts than any others.
A stronger bilateral relationship is also essential for the two countries to work more closely together to address regional and global security challenges and promote shared values.  The KORUS FTA will further cement these political and strategic ties. During the current economic crisis, Asia has become an engine of recovery for the global economy. Engagement in this important region is of great importance to the future of the United States.

Korea is located in a hub-point to fast-growing markets in Asia. Seoul is surrounded by 43 cities that have a population of more than one million and huge consuming capacity within a three-hour flight distance.  An express line named the KORUS FTA will bring the U.S. businesses anywhere in Asia much faster. Furthermore, as discussions on economic integration in the Asia-Pacific region get intensified, the commitment that the United States makes through the KORUS FTA will also help reinvigorate the U.S. leadership in the region. 

I know that in the United States, the provisions of the KORUS FTA on automobiles have been a frequent target of criticism, in particular for its alleged failure to redress the imbalance in the automobile trade between the two countries.  However, the issue of trade imbalance is one of the misgivings that need to be corrected. 
The US trade deficit with Korea in automobiles is 5 billion dollars in 2009, smaller than 21 billion with Japan and 8 billion with the European Union. Too often, these figures are inflated and presented in a misleading manner without proper consideration of the difference in the market size and income level. In the last five years, from 2005 to 2009, the volume of Korea’s car exports to the United States has declined from 730 thousand to 470 thousand cars, by a ratio of one third.  The local production of Hyundai-Kia automobiles in Alabama and Georgia has expanded, meaning that there are fewer cars imported from Korea.
There is also a misperception about what is called Korea’s non-tariff barriers in this sector. This misperception is perhaps attributable to the Korean regulatory system in the 1970s and 80s.  The unfortunate legacy no longer exists, as demonstrated by the rapid increase in the sales of imported cars in Korea. The market share of imported cars has tripled in the past 5 years (2003~2008) from 2% to 6%.  Particularly, EU and Japanese automakers are performing very well in the Korean market.
More importantly, the KORUS FTA effectively addresses all of the concerns that the U.S. automobile industry had over Korea’s tariff and non-tariff barriers.  The FTA also has a strong built-in enforcement mechanism that can help meet President Obama’s call for playing by the rules. 
The importance of the KORUS FTA is more easily understood when it is placed in a broader context of Korea’s overall FTA policy efforts. The Korea-EU FTA, a high-level and comprehensive FTA comparable to the KORUS FTA, will be brought into effect during the second half of this year. Korea is also continuing FTA negotiations with Australia, the largest beef exporter to Korea. Both countries share the view that the deal should be concluded within this year.
Meanwhile, Korea is also at the final stage of concluding a joint feasibility study for an FTA with China, which is Korea’s number one trading and investing partner. As a step toward economic integration in East Asia, Korea, China and Japan launched a joint study for possible FTA negotiations among the three countries just two weeks ago. All these developments remind us of the urgent need to move forward on the KORUS FTA. 

Since President Obama’s State of the Union address last January, many Congressmen and business communities have raised their voices to urge the U.S. administration to move the KORUS FTA forward.  It seems that momentum to approve the FTA is expanding its ground. I am confident that efforts of the U.S. Chamber will be paid off in the near future.  
People say that until the forth-coming election in November, trade issue will not receive much political attention here in Washington.  I think this is half-correct. As I said earlier, trade is indeed a core means to create jobs and if that is the case, why should we have to sit back and wait until then?
Fortunately, the leaders of the two countries have a chance to meet in Seoul right after the November elections for the G-20 summit meeting.  To take this opportunity as a momentum for moving forward with the KORUS FTA, it is time for the U.S. administration to seriously engage Congress and push for the early approval of this FTA. 
Coming back to the topic of this session, “Will America be left behind?”  My answer, I’m afraid, is “YES.” Yes, unless America takes action before it is too late. To reap the benefits of the pending FTAs, including the KORUS FTA, the United States of America should move forward in hands with its allies.  I am committed to doing my own part of work.  I respectfully request the U.S. Chamber to remain in the forefront in the efforts to get this important task done.  Thank you. 
*  *  *
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