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PART I:

SUMMARY OF THE WORKSHOP

Remarks by EU Commissioner for Trade, Karel de Gucht
The commissioner opened his statement by identifying the EU-Korea FTA as a role model for current
and future FTA negotiations, reminding the audience of its importance as the first ever FTA concluded
with a developed economy outside of Europe and its focus on removing regulatory trade barriers.
The commissioner then proceeded with briefly summing up the achievements of the EU-Korea FTA,
namely its far-reaching scope in terms of tariff elimination and enabling market access in services,
industrial sectors, and government procurement. He also highlighted the removal of regulatory barriers
in more sensitive sectors, such as automobiles and pharmaceuticals, and praised the FTA’s role in
improving the intellectual property rights protection regime on both sides.
While assessing the impact of the EU-Korea FTA, the commissioner warned that any pronouncements
on its actual effects are merely tentative as a number of limitations exist, such as the lack of full
implementation, imperfect information dissemination, data availability, and the effects of the global
financial crisis on global trade. The commissioner nevertheless stated that EU exports to South Korea
have risen by more than a half in sectors where tariffs have already been removed and also on the
sectorial level. This trend was given as a proof of economic relations moving in a positive direction.
The commissioner expressed his satisfaction with constructive talks with his Korean counterpart and
expectations of concrete progress on the issues that matter from the European perspective. In his
conclusion he praised the competitiveness of European companies on the global stage, asserting “the
EU has nothing to fear from trade” and calling upon companies to seize the opportunities at their
disposal.

Remarks by Korean Minister for Trade, Bark Taeho
The minister opened his statement by praising the implementation process of the EU-Korea FTA and
vowing to remove any remaining concerns that each party may have at the earliest possible date.
Commenting on the FTA’s impact, the minister stated that two thirds of EU member states have seen a
favourable improvement in their balance of trade with South Korea while Korea’s exports to the EU
decreased in 14 months by 11%. The minister, however, called for a more careful analysis of these
figures, asserting that Korean exports in areas covered by the FTA grew by 14%, while those in areas not
covered by the FTA decreased by a third. He identified the FTA’s impact as positive, especially within the
current economic climate, and expressed confidence that both sides will further benefit from it once the
world economy recovers. The minister also noted that the effects of the FTA are not only limited to
trade, and drew attention to growing Korean investment in the EU and vice versa.
The minister warned against the acceptance of protectionist arguments and the introduction of selfdefeating discriminatory measures, which would lead to trade disputes and inflict damage along the
entire global supply chain. He reiterated South Korea’s commitment to free trade, as demonstrated by
its activities at the bilateral and multilateral level.
In his conclusion the minister reaffirmed his belief in overcoming any challenges that may appear
during the implementation stage of the agreement and stressed the mutually beneficial outcome of the
EU-Korea FTA for both parties involved.
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Remarks by Dr Stephen Woolcock, London School of Economics
Dr Woolcock emphasised the amount of work that needs to be put in during the implementation stage
of the EU-Korea FTA, for example in removing non-tariff barriers. He confirmed that the general trend is
favourable to the EU and called the EU-Korea a “mature commercial relationship” that is, broadly
speaking, in balance and without any structural deficits. He did, however, raise the possibility of the
current EU surplus being partially the consequence of EU’s economic slowdown.
Furthermore, Dr Woolcock recalled past cost-benefit predictions, highlighting the fact that the majority
of projected EU gains is expected to come from the service sector. He also noted that these gains might
be reduced by KORUS. Turning his attention to more sensitive sectors, he stated that EU deficit in cars is
fairly small, contrary to previous predictions. There has, however, been a slight increase in EU deficit in
car parts. He also stressed the need to define Korean exports more carefully as some exporters have
American or European owners. Dr Woolcock finally mentioned various channels that ensure smooth
implementation and called on both sides to continue using them in an effective manner.
In his conclusion Dr Woolcock said that the EU-Korea FTA “promises to deliver a balanced, mature
economic relationship between EU and South Korea”. He also highlighted the agreement’s role as a
model for future FTAs, in which the EU wishes to comprehensively address the issue of non-tariff
barriers and which are to be common in the future.

Q&A
Questions from MEPs and various stakeholders followed. Bernd Lange (S&D) and Helmut Scholtz
(GUE/NGL) enquired about Korea’s ratification of ILO standards. Minister Bark answered the MEPs that
his country was engaged in a dialogue with the ILO. Bernd Lange (S&D) and Henri Weber (S&D) asked
about the situation in the car sector, more precisely about the French request for prior surveillance and
the increase in sales of small South Korean cars. Commissioner de Gucht stated that this was not a
convincing case and that most of these cars were not imported from Korea but produced in Europe and
India. Amelia Andersdottir (Greens/EFA) voiced her concerns about the impact of the FTA on EU’s
intermediary liability protection safeguards but was assured by commissioner de Gucht that there
would be no change of EU legislation. Rapporteur Pablo Zalba-Bidegain (EPP) praised the EU-Korea FTA
as a historical agreement, given its post-Lisbon Treaty context, while rapporteur Robert Sturdy (ECR)
praised excellent cooperation and asserted the need to approach the FTA as a package instead of
focusing on individual sectors. Both rapporteurs agreed that the EU-Korea FTA would set the standards
for future FTAs.
Business Europe proclaimed its support of the EU-Korea FTA and highlighted the importance of its full
implementation, urging Korea to remove any remaining market access barriers in services.
Representatives of CLEPA and ACEA spoke of growing Korean exports and non-tariff barriers that have
yet to be addressed. Minister Bark remarked that balanced trade in every sector was impossible to
achieve and clarified some specific NTBs raised by ACEA. Peter Berz (DG Trade at EC) assured CLEPA and
ACEA about the on-going dialogue on this issue within the sector-specific working group and also at
the ministerial level.
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PART II:

ADDRESS BY Mr KAREL DE GUCHT,
EUROPEAN COMMISSIONER FOR TRADE

Professor Moreira, Minister Bark, ladies and gentlemen,
In politics we spend most of our time trying to equip our societies for the future. That can mean that we
miss opportunities to learn from the past.
So I am very grateful to the European Parliament for organising this discussion.
Because it offers us a chance to look back – at the free trade agreement between the European Union
and South Korea that entered into force in July of last year.
This is a good choice of topic, not only because of the direct impact of the agreement on both of our
economies, but also because it presents an important test case for Europe's trade policy.
It is Europe's first agreement with a developed country outside of Europe. And it is the first agreement
that really focuses on dealing with regulatory barriers to trade. So the results will be important for how
we approach many of our other negotiations.
I want to focus my remarks around three points:
What we have achieved in the text of the agreement;
What has been happening on the ground;
And finally the conclusions we can draw from all of this.
First, the agreement is far-reaching in its elimination of tariffs: Four years from now just under 99% of
our trade will be duty free.
Second, it thoroughly tackles barriers to trade in services. From the European perspective, that means
new market access for exports of telecommunications, shipping, finance, legal services and
environmental services.
Third, it addresses barriers to investment in both services and industrial sectors.
Fourth, it addresses regulatory barriers to trade particularly in sectors where these are very important,
like automobiles, pharmaceuticals and electronics.
Fifth, the agreement includes measures to improve the protection of intellectual property rights –
including in the key area of geographical indications.
And finally, it delivers new market access in government procurement – an area where Europe has
historically been very open but others have not.
The next question to answer is what difference this has actually made on the ground.
Here I need to add a caveat.
Parts of any agreement – this one included – are only implemented over time. Some of the tariff cuts,
for example, have not yet taken place.
In addition, companies need time to adapt to the new opportunities presented, for example by
reinforcing their distribution channels in the new market. Moreover, it takes time for information about
these opportunities to spread. Smaller companies, who are understandably less focused on what is
happening far away in Brussels, may not immediately be aware of what they have to gain..
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In some areas, statistics also lag behind reality. We have up-to-date figures on trade in goods, but not
for trade in services, where the most recent data is from 2010.
Besides, we also need to take account of the fact that we are in a very unusual period for global trade:
Following the financial crisis of 2008 world trade collapsed dramatically in 2009 and has been
recovering ever since. 3
All of these reasons mean that any pronouncements we might make on the trade figures are tentative.
And the way we measure our trade performance in this context needs also to be carefully calibrated.
That is why we believe it makes sense to compare the figures for the first year of application of the
agreement with an average of the figures for the previous four years. The use of this reference period
helps eliminate the effects of the crisis.
While bearing all this in mind, I am nonetheless very pleased with the results for Europe.
Where trade barriers have already been removed or reduced, our exports to South Korea are
significantly up.
On products where tariffs have been removed altogether exports are up by 54% compared to the
reference period. This includes many products in the machinery, chemicals and textiles sectors, for
example.
This means that we have seen an extra 2 billion euro worth of additional exports for those products.
And 600 million of duties have been saved by our exporters.
At a sectoral level we also see significant developments. Exports of machinery and textiles are both up
by 25%. Chemicals are up 23%. And animals and animal products are up 84%.
Of course, this agreement flows two ways, as it rightly should. And I am looking forward to the
comments of Minister Bark on our agreement from the Korean point of view.
My conclusion, however, on the basis of a little more than one year of implementation of the agreement
is that it is certainly moving our economic relationship in the right direction.
Ladies and gentlemen,
The agreement with Korea sets a standard to our other FTAs to come. This also concerns the way the
agreement is implemented, as this is a continuous task, carried out by the various committees set up for
this purpose, as well as our market access team in Seoul.
Minister Bark and I have come straight from the second meeting of the EU-South Korea Trade
Committee where we have discussed the most pressing issues before us.
I am pleased to say that those talks have been very constructive.
What Europe now expects from South Korea is concrete progress on the issues we are concerned about.
That includes problems with regulatory barriers in the automotive sector, in the food sector and in the
pharmaceuticals sector and questions around some specific customs rules.
I know Minister Bark understands these concerns and I hope we will be able to find solutions in the near
future.
This process also shows that it is possible to tackle non-tariff barriers effectively in a trade agreement.
Some of the European sectors that are doing best out of this deal are those who faced real problems
with regulatory barriers in the past – this includes the car sector, but also the machinery and appliance
sector, where the agreement was able to remove significant double conformity testing requirements.
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This was not an uncontroversial agreement at home for either of us. The economic crisis had already
begun and there were strong voices opposed to moving forward. It was also the first major agreement
passed in Europe under the new provisions of the Lisbon Treaty.4
But we were able nonetheless to put it on the books within four years, two years faster than the United
States.
Ladies and gentlemen,
There is also a broader conclusion to draw from this agreement. And I would like to finish on it.
It is very simple: Europe has nothing to fear from trade.
The first year of operation of this agreement shows that European companies are highly competitive on
international markets. Competitive enough to take advantage of the opportunities that globalisation
has to offer.
It also confirms the broader facts of our trade performance: That we have maintained our 20% share of
global exports even as the US and Japan have seen theirs shrink.
This fact needs to underlie all our policymaking on international trade and investment.
Of course we need to consider the impact on specific sectors of new market opening. But we cannot be
held back by narrow vested interests.
Europe does not have the luxury of throwing away opportunities right now.
Instead we need to seize them and I look forward to working with the Members of this house to do just
that.
Thank you very much for your attention.
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PART III:
STUDY "THE EU – REPUBLIC OF KOREA FREE TRADE
AGREEMENT: ONE YEAR AFTER ITS ENTRY INTO FORCE"
Dr Stephen Woolcock

Abstract
The EU-Republic of Korea FTA (the Agreement) provisionally applied in July 2011 represents an
important test for the EU’s ability to implement a comprehensive FTA. It is the first FTA completed with
a developed economy and one of the first after the adoption of the revised policy on FTAs adopted as
part of the Global Europe strategy in 2006. The EU Korea FTA is also important because many of the
issues concerned with its implementation will also arise in any FTA negotiation with Japan or another
economy that is characterised by important non-tariffs or other less obvious barriers to trade.
The impact assessments of the FTA conducted in 2010 suggested benefits for both parties from the
Agreement and in particular an improvement in the EU’s trade deficit in goods with Korea over a period
from the base year of 2010 to 2025. Net trade gains for the EU were also projected in the services sector.
With data only for one full year of the operation of the FTA available (for goods) it is too early to be sure
of the real effects of the FTA. Developments in the goods markets point to a reduction in the EU trade
deficit, but this is more to do with cyclical macro economic factors, such as the slow GDP growth in the
EU than the rather optimistic assumptions of the impact studies on the effects of the FTA on non-tariff
barriers in Korea. Nevertheless, the first year of the EU-Korean FTA allow a broadly satisfactory finding of
the impact. Given the importance of implementation in this and other FTAs it is important that the
European Parliament establishes effective means of monitoring the implementation of the agreement
as a whole.
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Executive summary
In a free trade agreement as that between the EU and the Republic of Korea (ROK) the conclusion and
entry into force of the agreement is only the first step. The nature of barriers to trade in industrialised
countries is such that continuous effort is required to ensure that the detailed provisions of the
agreement are effectively implemented. This is the case because tariffs are relatively less important in
many sectors of the economy than non-tariff barriers. As the EU – ROK FTA illustrates the main barriers
to competition take the form of non-tariff barriers, such as technical barriers to trade, regulatory
provisions in the services sector, a lack of access to government procurement markets or anticompetitive practices that restrict access to markets by companies from the other party. Whether the
FTA is effective in addressing these types of barriers will not be know for some time.
After just one year it is too early to make any definitive judgement of the EU – ROK FTA. In terms of its
impact on GDP the Agreement was always of relatively marginal importance for the EU. The most
recent modelling of the welfare effects of the FTA suggest a 0.08% increase in EU GDP and this
prediction was based on a scenario that does not fully match developments since the 2010. Without
further research it is not possible to be sure how important the FTA has been, but there has been a
growth in EU – ROK trade and in foreign direct investment flows into the EU from Korea, which should
have contributed to EU growth.
The trade effects of the FTA after one year are equally difficult to assess. Bilateral trade in goods has
increased despite the slow economic growth in the EU.1 EU exports to Korea have increased and
Korean exports to the EU have slowed with the result that there has been an improvement in the
bilateral balance of trade in goods favouring the EU. Indeed, in the safe assumption that the EU has
retained a positive balance of trade in services, one could say that bilateral trade between the EU and
ROK is in overall balance. While a narrowing of the EU trade deficit was predicted by the 2010 study that
modelled the impact of the FTA (CEPII/ATLAS, 2010) there can be little doubt that the slowing of Korean
exports is largely due to macro economic factors such as slow growth in the EU and exchange rate
movements. In some sectors, such as automobiles, increased Korean investment in production plants
within the EU has also had the effect of limiting Korean exports.
The trends in the various economic sectors are in line with the established relative competitive
positions of the EU and Korea. There have been no major import surges. As for the general impact of
the FTA, it is difficult to come to any definitive view after only one year. Tariff liberalisation in some
sensitive sectors is phased over 3 to 5 years in the case of EU tariffs. The removal of non-tariff barriers,
which is especially important in the Korean market, will not happen overnight. There is also the
complicating factor of increasing intra-industry trade, sourcing of intermediate products between the
two economies and growing investment which means that it becomes less clear what is an EU and what
is a Korean firm. Having said this, the trends in the pattern of trade over the first year of the agreement
does not contradict the estimates of the impact such as those made by the CIPEE/ATLAS study of 2010.2
In sectors in which the EU has a comparative advantage such as machinery and chemicals there has
been an increase in the EU trade surplus. In the food and drink sector, which has historically been a less
important exporter to Korea, there has also been the increase expected by the CEPII/ATLAS study. The
service sector, where a significant share of EU trade gains are expected, is difficult to judge because

1

Bilateral trade data for services trade is not available beyond 2010.
Many other studies were undertaken of the potential impact of the EU – Korea FTA, for details and discussion see ‘An
Assessment of the EU-Korea FTA’ Directorate-General for External Policies, European Parliament PE 133.875-850-851. The
CEPII/ATLAS study however, drew on this earlier work and was based on the actual liberalization schedules in the FTA as well
as providing a detailed assessment of the importance of non-tariff measures.

2
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there is no recent data on bilateral trade. Here the expectation of the CEPII/ATLAS study was that there
would be a consolidation of EU export strength in Korea given the competitive position of EU service
providers. There is no reason to question this conclusion.
For sectors in which the EU faces strong Korea competitiveness there appears to have been a reduction
in the EU trade deficit over the last couple of years. Again this is as predicted in the CEPII/ATLAS study.
This appears to have been the case in the automobile sector, which was the centre of opposition to the
FTA in the EU. The EU trade deficit in electronics sector, the most important sector for Korea exports,
and textiles and clothing also appear to have stabilised. But these predictions were based on the view
that the relatively high ad valorum (tariff) equivalents of non-tariff measures in Korea would be
removed relatively quickly. In the event the reduction or stabilisation of the EU deficit in these sectors is
undoubtedly more due to slow economic growth in the EU which has depressed demand and thus
imports from Korea.
Summing up the EU-Korea FTA can be seen as setting importance precedents. It is the first FTA to be
concluded under the EU FTA strategy initiated in 2006 with the Global Europe statement, and
subsequently endorsed in 2010. It is the first FTA the EU has negotiated with an OECD member country
and the most comprehensive to date in terms of liberalisation commitments and rule-making. It is also
the first of what could be a series of FTAs with economies in which non-tariff barriers to market entry are
of considerable importance. If the EU-ROK commitments on removing non-tariff and regulatory barriers
are not effectively implemented it will undermine confidence that future agreements, such as with
Japan, will be effective. Given the relatively low incidence of non-tariff barriers in the EU compared to
economies such as Korea or Japan FTAs will only be effective and balanced if NTBs are addressed.
The political level signals from Korea on full implementation of the FTA are positive, as illustrated by the
positive statement made by the Korean Minister for Trade, Mr Bark Taeho before the INTA Committee of
the European Parliament in October (2012). But the key test is whether this is also carried through in the
numerous, detailed decisions on standards-making and regulatory policy that determine whether these
constitute non-tariff barriers or not. In this respect it is again too early to say what the impact of the FTA
will be. The FTA provides for many channels of communication, working groups and committees in
which such detail can be addressed, but many of these bodies have not yet begun their work in earnest.
This goes for the Working Groups looking at TBTs in specific sectors as well as for the broader questions
of environmental policy and labour standards that are to be addressed in the Sustainable Development
Group and Civil Society Dialogue.
In conclusion therefore the trends in trade and investment over the first year of the FTA are benign and
in line with expectations, but if the EU – Korea FTA is to set a positive precedent for future it is essential
that the various commitments are effectively implemented by both sides. This will require consistent
effort by both parties and close cooperation in the various channels available for this purpose. The
European Parliament and in particular the INTA Committee will wish to consider what concrete steps it
should take to ensure the effective implementation of the EU-Korea and other FTAs negotiated by the
EU. At issue in this consideration would be the overall implementation of the FTA and not just a focus
on the application of the bilateral safeguard mechanism.
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1.

INTRODUCTION

This paper provides a first assessment of the EU – Korea FTA one year after the provisional application of
the agreement. It follows the session of the INTA Committee of the European Parliament on 16th
October 2012 at which positive statements were made by Commissioner De Gucht and the Korean
Minister for Trade Mr Bark on the implementation of the FTA. This session also provided an opportunity
for comments and questions from MEPs and from EU based stakeholders on the functioning to date of
the FTA.
Section two provides an overall assessment of the developments in trade and investment. This is
followed in section three by an assessment of developments in the more important sectors. This
assessment discussed trends in trade and investment as well as whether these are consistent with
expectations and projections of the impact of the FTA prior to its provisional application in July 2011.
This comparison draws specifically on the CEPII/ATLAS study of 2010 as being the latest and most
comprehensive assessment. The data used to assess developments in trade and investment is drawn
primarily from Eurostat international trade data. This is available for trade in goods (at the time of
writing) up to mid 2012 only, so only one full year of the operation of the FTA can be assessed. In the
figures below results for 2012 have been produced by a simple projection of the first half year data for
the whole year. This can of course only be treated as an approximation. Data on bilateral trade in
services is only available up to 2010 and only broken down by sectors up to 2007. This makes any
assessment of the service sector trade difficult.
Section four then summarises some immediate implementation issues that have been raised by EU
stakeholders or Member States. Section six assesses the activities of the various implementing bodies,
section six assesses the prospects for EU – Korea economic relations and section seven provides brief
conclusions.

2.

THE OVERALL ASSESSMENT

The macro economic effects of the FTA were predicted to be small, so it is unlikely that the FTA has had
anything more than a negligible impact on GDP growth in the EU over the past year. Equally overall
employment effects are likely to have been minimal. 3
At the time of writing trade data was available for goods up to August 20124. So trade data for goods
was only available for the first 14 months after the entry into force of the agreement. The more
immediate impact of the FTA can be expected in those sectors affected by tariff liberalisation, rather
than sectors in which non-tariff or regulatory barriers are important. In the case of the latter it may be
some years before standards or regulations and regulatory practice change.5 Tariff liberalisation in the

3

The most recent pre-FTA estimate of GDP effects was 0.08% for the EU and 0.8% for Korea. Given the scenarios chosen for
the basis of the model it must be assumed that these are somewhat optimistic.
4
The trade data used for goods trade was the Eurostat international trade data broken down by SITC categories
http://epp.eurostat.ec.europa.eu/portal/page/portal/international_trade/data/database. OECD data was used for trade in
services, but this was only for specific EU trading partners up to 2010
5
The CEPII/ATLAS study of 2010, the most recent study, appears to assume there would be a 60% cut in NTBs in the car
sector at t=0. Similar scenarios are assumed for chemicals and pharmaceuticals. The study also assumes that the EU would
benefit from 90% of the enhanced market access from the removal of such non-tariff barriers. If these NTBs are in the form of
national Korean standards or delays and lack of transparency in recognizing non-Korean standards these scenarios seem
very optimistic indeed. Such NTBs are seldom removed with the stroke of a pen or one decision but take years to be tackled
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more sensitive sectors, where greatest impact might be expected, is also phased in over three to five
years and in some cases longer. So the first year’s trade patterns will tend to show only the impact of
tariff liberalisation that occurred on entry into force or the first tranche of phased tariff cuts. A note of
caution with regard to the trade figures is also necessary because of the scale of intra-industry trade or
trade within global supply chains.
The year 2011 saw a small increase in bilateral trade in goods between the EU and ROK up from Euro 67
billion in two way trade in 2011 to Euro 68.7bn in 2011, despite the generally poor macro economic
climate. This went hand in hand with a reduction in the EU trade deficit in goods from Euro 11.2 bn in
2010 to Euro 3.7 bn in 2011 due to strong growth in EU exports and a small decline in ROK exports to
the EU. Preferential trade with ROK appears to have grown faster than trade in general suggesting that
the FTA has had an effect. The reduction in ROK exports to the EU was clearly due to slow growth within
the EU so the expectation must be that this reduction in the deficit is not going to last once growth in
the EU picks up. So it would appear a little early to be sure that the predicted reduction in the EU’s trade
deficit with Korea will indeed be realised.
Figure 1a EU-ROK trade in goods (bn euro)
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Source Eurostat International Trade data
(The figure for 2012 is based on a pro-rata projection based on the data for the first half of 2012)

Market access in the Korean market, especially in services, depends on investment. In the past the share
of FDI in Korean GDP has been very low. In recent years this has changed with a steady increase in FDI
from 8% of GDP in 2006 to 12% in 2011 (OECD). There has also been an increase in outward FDI from
Korea. Figure 1b shows a steady increase in the EU stock of FDI in Korea up to Euro 39 bn in 2010. FDI
flows in 2011 have continued to recover from the dip in 2009 following the financial crisis. Most of the
EU outward FDI in Korea as elsewhere is in the service sector and services accounts for about two thirds
of EU FDI in Korea. In 2011 EU outward FDI into Korea was Euro 3.8 bn, up from Euro 2.8 bn in 2010. The
effectively and have a habit of reoccurring. If Korea adopts agreed international standards the assumption that the EU
suppliers would benefit more than other suppliers also seems excessive.
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largest component of this is finance. Korean FDI stock in the EU is lower at Euro 13 bn in 2010, with
business services and ‘trade’ being the most important.
Figure 1b EU 27 FDI stock with ROK bn euro
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While these figures suggest a positive trend, there has also been a generally upward trend in FDI flows
over the past two years so it is not clear that this increase in FDI flows is due to the FTA. Total EU
outward FDI flows more than doubled in 2011 as did inflows.6

3.

SECTOR-BY-SECTOR BREAKDOWN OF TRADE PATTERNS

Whilst EU-Korea trade appears to be moving towards an overall balance, it is of course the nature of
trade policy that some sectors will experience trade gains and others trade losses in the EU and viceversa in Korea.
3.1

Services trade

With regard to trade in services the EU, as the biggest exporter of services in the world, also has a
positive balance of services trade with Korea. But there is no recent data available on bilateral trade in
services. The most recent figures available at the time of writing were from 2010 and showed the EU
with a trade surplus in services of just over Euro 3bn. This taken together with the improvement in the
EU’s balance in goods means that bilateral trade in 2011/12 was in broad balance.

6
See Eurostat investment data
http://epp.eurostat.ec.europa.eu/statistics_explained/images/a/ab/Foreign_direct_investment_YB2013.xls
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Figure 2 EU- ROK trade in commercial services (bn euro)
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The developments in services trade will be important for the long term commercial balance because a
large share of the predicted trade gains for the EU are expected to come from the service sector, such as
from financial services sector and communications.7 Most gains were also predicted to materialize as a
result of mode three activity, in other words the establishment of EU service providers in the South
Korean market. Korea has made significant progress in unilateral liberalization of its service sector and
liberalised beyond its GATS commitments. Table 2b shows the ad valorum equivalents (of tariffs) (AVEs)
for the service sector. This suggests that barriers to market access in mode1 (cross border supply) are
high in financial services and in mode 3 (establishment) especially high in communication. In modeling
the trade effects in services the CEPII/ATLAS model is fairly cautious in its assumptions on the effects of
the FTA to liberalise these sectors and suggested a 10% reduction in the AVE within two years for
financial services and ten years for business services. For other services it assumes current levels of
protection will remain because Korea will in effect codify or consolidate its existing unilateral
liberalization in the Agreement.
As a large share of EU FDI in Korea is in the service sector developments in FDI may provide a guide to
developments in services.8 Figures for two-way FDI show healthy growth over the last couple of years.
Korean investment flowing into the EU in 2010 at Euro 3.8 bn was more than double 2009 (Euro 1.6bn)
and EU investment flowing into Korea was fourfold the 2009 figure at Euro 2.8 bn (European
Commission, DG Trade). In 2011 FDI flows have continued to grow. This increase on 2009 was no
surprise as FDI in 2009 dropped as a result of the effects of the financial crisis.
Flows of FDI are volatile and fluctuate with economic cycles and major investment projects. With regard
to the stock of FDI there is a steadier upward trend in investment with Korean investment in the EU
outpacing EU investment in Korea. By 2010 the Korean stock of FDI in the EU was Euro 39bn against
Euro 25 bn for EU investment in Korea. Korean investment, largely in production facilities in the EU

7

CEPII/ATLASS The Economic Impact of the Free Trade Agreement (FTA) between the European Union and Korea Report for
the European Commission, May 2010
8
Some 56% of the stock of EU outward investment is accounted for by the services sector, 38% by finance and insurance
with professional services coming a distant third with 8%. Eurostat investment statistics
http://epp.eurostat.ec.europa.eu/statistics_explained/images/a/ab/Foreign_direct_investment_YB2013.xls
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appears to be continuing to follow the pattern previous experienced with Japan in which FDI and
production within the EU replaced exports. Such investment is often characterized as tariff jumping or
market access investment, so this raises the question of what the longer term impact of the FTA with
greater ease of access and lower tariffs will have on two-way investment?
3.2

Automobiles

The picture in the car sector looks better for EU producers than had been predicted by some and the car
lobby had feared. The car sector has been the source of most controversy over the EU – Korea FTA and
opposition to the adoption of the FTA in the case of some EU based producers. Independent estimates
of the impact of the FTA (CEPII/ATLAS) predicted increased trade in automobiles and significant gains
for Korea exporters as the EU tariff for automobiles are phased out. Growth for EU exports was
predicted to come as non-tariff barriers to trade in the shape of technical standards and regulations in
the Korean car sector were removed. The tariff equivalent value of NTBs in the Korea car market were
estimated at an average value equivalent of between 22% and 59% (CEPII/ATLAS; 2010, page 99), hence
the EU push to include effective, sector specific measures in the FTA to tackle such non-tariff barriers
Trade data over the last few years show a significant decline in the Korean export surplus in completed
automobiles from 2007 through to and including 2010 an increase in 2011. The projection for 2012
suggests a further increase in the Korea trade surplus in automobiles, so that the recent decline could
be seen as due to cyclical factors. However, there are no signs of the significant increase in Korean
exports as predicted by the 2010 study. This could be due to a number of factors. First the EU tariff
reductions in the automobile sector are only about half way through, so it is perhaps a bit early to say.
The EU’s 10% most favoured nation tariff on imports of cars is scheduled to be removed over 3 years for
vehicles with larger engines (greater than 1500 cc) and 5 years for vehicles with engines of less than
1500 cc engines. By July 2012 tariffs had come down to 4% and 6.6% respectively. Second, the
CEPII/ATLAS model did not account for the (significant) Korean investment in automobile production
sites in the Czech Republic and Slovakia, a point that the study itself recognized. In the first half of 2012
roughly half of the vehicles sold by Hyundai and KIA in ‘Europe’ were produced in the EU plants of these
firms in Nosovice in the Chez Republic and Zilina in Slovakia (Hyundai Motor Group data, 2012). Korean
car firms also have design and R&D cetres in other EU member states. On the other hand roughly half of
cars sold in the EU and exported from Korea came from non-Korean owned firms in particular General
Motors/Chevrolet and Renault/Samsung.
The intra-industry trade nature in EU – Korean trade brings us to the issue of car parts. In this sector
there appears to be a steady growth in the EU deficit with Korea. Rising from Euro 0.17 bn in 2007 the
EU deficit in car parts looks likely to reach around Euro 1.5bn in 2012 (Eurostat). This is due in very large
part to imports into the Czech Republic and Slovakia to serve the Korean investments in these countries,
which together account for Euro 1.6bn of the total Euro 2.3 bn EU imports of car parts from Korea. The
issue here is whether the Korean production will draw on EU suppliers more in the future, otherwise the
deficit looks set to grow as Korean output from these plants increases. EU exports of car parts to Korea is
relatively flat at about Euro 0.7bn.
The CEPII/ATLAS study of 2010 predicted increases in both Korean exports to the EU as the EU tariffs
came down and increases in EU exports to Korea as Korean tariffs and more especially Korean non-tariff
barriers were removed. After decades of protecting its automotive sector with tariffs, Korean tariffs
dropped in 1994 and were further reduced to 8% by 2010. These are to be phased out by 2014 for EU
exports of cars with large engines and 2015 for smaller cars. The tariff on large cars was reduced to 3.2%
in July 2012 and to 5.3% for smaller cars. But there remain in Korea relatively high non-tariff barriers.
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Figure 3 EU – ROK trade in road vehicles (SITC 78) bn euro
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The figure for 2012 is a simple projection for the 12 months based on data for trade up to August 2012, the latest
month for which Eurostat data is available.

These take a number of forms. The 2010 study by CEPII/ATLAs estimated the ad valorum equivalent
(tariff) of NTBs in the car sector to be between 22% and 59%, see table 2b in the annex, which provides
the rounded upper level figure of 60%, the highest for any goods sector in Korea. For details of the
Korean NTBs in the auto sector see CEPII/ATLAS, 2010 Chapter 4.
The FTA included provisions aimed at addressing these include:


Korean use of a list of UN-ECE standards that will be considered as equivalent to Korean domestic
standards. EU product safety standards are generally in line with international standards;



Korea will align a further 29 standards with UN-ECE standards within 5 years;



In cases where equivalence is not used, a Korean commitment to apply standards in a non-market
restricting manner;



Korean recognition of certain EU environmental standards; and



Agreement to a specific sector Working Party for automobiles to address these and future
technical barriers to trade.

The CEPII/ATLAS study assumes, rather optimistically that these provisions will be enough to
significantly reduce Korean NTBs in the automobile sector and goes so far as to base the scenario for its
modeling on a 60% reduction in NTBs on entry into force of the FTA. If NTBs here mean standards and
regulations this is unlikely to be achieved. As the discussion in section 4.1 below shows there is doubt
about Korean commitment to maintain the list of UN-ECE standards that will be treated as equivalent to
Korean standards. The data given in figure 3 above suggests a steady but perhaps not dramatic increase
in Korean exports to the EU, but little immediate increase in EU exports to the Korean market. This is
consistent with the view that the growth will EU imports from Korea be checked by increased
production in the EU and EU exports to Korea remain flat because adoption of the text of the FTA is not
enough to deal with non-tariff barriers in Korea, which will take more effort to remove.
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3.3

Other sectors with expected EU trade gains

One of the EU sectors projected to make trade gains from the EU-ROK FTA is the machinery sector (SITC
74). Machinery accounts for 26% of EU exports to ROK so ahead of individual service sectors. See table 1
in the annex. This is a sector in which the EU has a comparative/competitive advantage and where nontariff barriers in Korea are relatively less pronounced. The trade figures to date appear to support this
view. EU exports have grown, while Korea exports to the EU have grown but slowly. Figure 4 shows the
steady growth in the EU surplus over the last few years.
Many tariffs in the machinery sector were already low or removed on entry into force of the agreement,
so some effects of liberalization should be visible early on. There remain AVEs in the machinery sector
in Korea but these are significantly less of a barrier than in the case of the car sector, see table 2a. The
FTA also establishes a Working Group to address NTBs in the machinery sector. The growth in exports
indicated in figure 4 appears to be in line with that expected from the CEPII/ATLAS study which
predicted between a 60 and 84% growth in EU exports to Korea over the period from 2010 to 2025 and
a slower 10% growth for Korean exports.
Figure 4 EU – ROK trade in machinery (SITC 74) bn euro
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Source: Eurostat international trade data; figures for 2012 based on a projection from the first half of the year.

Another important sector with projected trade gains for the EU is chemicals that accounts for some 13%
of EU exports to Korea. Like machinery this is a very diverse sector with intra-industry trade and
differences in the competitive position of the EU across the sector. The AVEs of non-tariff barriers is
relatively high in Korea, meaning that measures to harmonise Korean standards with agreed
international standards and remove other regulatory barriers are necessary to ensure access for EU
exports. But it is also a sector in which the EU has non-tariff barriers to entry, such as in the form of
safety standards and measures such as REACH. Indeed, estimates of the AVEs for chemicals put the EU
AVEs in chemicals higher than those for Korea. This is the only sector in which this is the case
(CEPII/ATLAS; 2010; page 46). The EU retains a healthy trade surplus in chemicals (defined as SITC 5) as
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shown in figure 5 below. As in the case of machinery EU exports have grown over the past few years
but so have Korean exports so the EU surplus has remained more or less constant at Euro 3bn.
Figure 5 EU-ROK trade in chemicals (SITC 5) euro bn

6
5
4
exports
imports
balance

3
2
1
0
2007 2008 2009 2010 2011 2012
Source: Eurostat international trade statistics; 2012 figure based on first half year
http://appsso.eurostat.ec.europa.eu/nui/

Tariffs on chemicals in the EU are low. In Korea there are some tariffs of 6.5% that are to be phased out
under the FTA in 3 years. Predictions of trade growth in this sector were of between 60 and 80% over
the period 2010 to 2025 for EU exports and 50 – 65% for Korean exports, starting from a lower based.
The data in figure 5 appear to be broadly in line with such projected increase in trade. Given the
estimated AVEs are higher for the EU than for Korea, there may be pressure from Korea in the Working
Group on chemicals (Table 2b in the annex). However, the chemical sector working group provisions are
rather more loosely drawn up than those for cars, machinery and pharmaceutical. Within the broader
sector the EU has a surplus of Euro 1.3bn in pharmaceuticals that contributes significantly to the overall
surplus.
A third sector in which EU exports are expected to do well from the FTA is food and drink (SITC 0 and
112). Although much less important in terms of the share of EU exports to Korea, food and drink has a
healthy trade surplus. The meat and dairy sectors in particular were expected to gain from the
Agreement is the drinks sector though to a lesser degree. Tariffs are relatively more important in the
food and drink sector in Korea compared to AVEs, so that early tariff liberalization could be expected to
result in increased EU exports. See table 2 in the annex on the AVEs. However, Korean tariff liberalisation
for dairy and meat products (pork attracts a Korean tariff of 27%) is phased over periods of up to 10
years. Tariffs on Whiskey (20%) will be phased out over 10 years also. Figure 6 shows there has indeed
been an increase in EU exports to Korea and that this is not matched by Korean exports to the EU so
there has been a growth in the EU surplus.
Projections of EU export growth under the Agreement point to significant increases for over 1000% for
dairy, around 300% for meat products and 65% for beverages and tobacco (CEPII/ATLAS; 2010, pg 64)
over the 15 year period from the base of 2010 to 2025, and some growth for Korean exports, but at
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lower rates. The EU is therefore expected to retain a trade surplus in food and beverages with increased
trade. The CEPII/ATLAS study finds low levels of AVEs for this sector. As set out in section 4 however,
there are a number of issues already concerning Korean SPS measures. These predictions are consistent
with figure 6 although there must remain some doubt about SPS measures restricting trade. These will
have to be dealt with the specialist SPS Committee established in Art 5.10.
Figure 6 EU-ROK trade in food and drink (SITC 0 and 112) bn euros
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3.4

Other sectors with projected trade gains for Korea

Apart from automobiles Korea is competitive in a number of other sectors in which trade gains for Korea
have been projected to result from the FTA. Electronics and in particular consumer electronics is one
such sector. As table 1b shows electronic equipment is the most important exporting sector for Korea
in an export structure that is relatively more concentrated than the EU with three sectors accounting for
nearly 70% of Korean exports. Figure 7 shows Korea still retains a significant trade surplus in electronics
of Euro 8.65bn in 2010 with a projected decline in this surplus in 2012 (based on the first half year
figures).
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Figure 6 EU-ROK Trade in consumer electronics in bn euro
(SITC sectors 75,76,775,776,778 and 88)
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Both tariff protection and non-tariff barriers are relatively low in the EU and Korea in this sector, see
table 2a which shows AVEs of about 0.25 in both cases. For this reason the projected trade gains from
the FTA are modest compared to some other sectors with projected growth in exports of about 60% for
the EU and 5% for Korea over the 15 year period. The EU deficit in this sector will therefore remain the
largest of any sector but is projected not to grow much bigger. The initial post Agreement figures
appear to be in line with this projection.
In textiles and clothing, another sector in which the pre FTA studies projected trade gains for Korea,
there also appears to be a stabilization of the Korean export surplus. As for electronics, some of the
decline especially in 2009 could be put down to the effects of the financial crisis and the subsequent
slow growth in the EU, but there have not been major increases in Korean export surpluses in either
sector. Projections from the pre-FTA modeling suggest steady growth in trade in this sector with trade
growth of between 175% and 90% over the 15 years. Again the immediate trend appears to be in line
with these.

23

Policy Department DG External Policies

Figure 7 EU-ROK Trade in textiles and clothing (SITC 65 and 84) bn euro
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3.5

Summing up on the trade effects

The overall picture that emerges from the discussion of the various sectors above is that there has been
an overall reduction in the EU trade deficit with Korea, but this is likely to have been due to short term
macro economic effects rather than the predicted impact of the FTA in creating greater access to the
Korean market for EU exports. Having said this trade patterns in the most important sectors in bilateral
trade that have been discussed above appear to be developing along the lines expected in the pre-FTA
studies.
There can be little doubt that from an EU perspective the potential trade gains from the FTA will only be
realized if the non-tariff and regulatory barriers that exist in Korea are effectively addressed. From a
Korea perspective tariff liberalisation by the EU should result in enhanced market access as the EU nontariff barriers (as estimated in the form of ad valorum (tariff) equivalents (AVEs) by the CEPII/ATLAS
study) are in general much less important than tariffs, the exceptions being in the chemical, dairy and
electronics sectors in the EU.
As noted above, the effective gains from the FTA will only be realized if all aspects of the FTA are
effectively implemented, including in particular the removal of the NTBs and regulatory barriers in
goods and especially the services markets. For this to happen requires a continuous effort in the various
bodies established to achieve this end. The following section lists some of the more important,
immediate implementation issues that have arisen during the first year of the FTA. This is then followed
by a section discussing progress in the work of the various specialist committees and working groups.
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4.

IMMEDIATE IMPLEMENTATION QUESTIONS

The legal acts requiring adoption by the Korean National Assembly had all been dealt with before July
2011, but the second tier of implementing provisions took somewhat longer. However, the view of the
European Commission is that such implementing acts should not cause any particular problem for
implementation. It is the nature of regulation and nontariff measures however that one is concerned
with an ever moving feast. Actions by multiple standards bodies or regulatory agencies can
intentionally or unintentionally create non-tariff barriers.
On the basis of views from EU stakeholders there are also some detailed issues that require immediate
attention.
4.1

Korean acceptance of UN-ECE automobile standards

A number of issues have been raised by EU automobile exporters. Illustrative of these is the willingness
of Korean standards bodies to recognize international standards and in particular the UN-ECE standards
as equivalent to and thus satisfying Korean standards. As part of the FTA negotiations Korea indicated
that it would effectively accept UNECE (United Nations Economic Commission for Europe) standards as
equivalent to Korean standards thus facilitating access to the Korean market for suppliers, including the
EU suppliers. Subsequently there has been some doubt about the readiness or ability of the Korea to
hold to this position and there continues to be some uncertainty concerning Korea’s commitment to
maintain the list of equivalent standards.
4.2

Pharmaceuticals

EU pharmaceutical suppliers have argued that changes in Korean pricing policy for medicines have
been made without adequate transparency as required in chapter 12 of the FTA. The concern here is
that Korean pricing policy will not take adequate account of the research and development costs
involved in developing new drugs and those suppliers/stakeholders should have been consulted in any
reform.
4.3

The third country shipping rule

As currently worded the tariff reductions on exports appear to relate to direct exports only. Some
exports from EU member states are shipped to transport hubs such as Singapore and then distributed
further to other destinations. As a result some exports arrive in Korea via such transport hubs and
appear not to benefit from tariff reductions because they are not direct exports.
4.4

Data sharing across affiliates by EU banks

Under the FTA Korean financial regulators are required to ease restrictions on the sharing of information
among affiliates of EU banks in other countries by 1st July 2013. There is some concern among EU banks
that the commitments to data transfer are vague and open to interpretation and that this could result in
mean the commitment is watered down. There is also some doubt that there are sufficient resources
being made available to ensure that the revised measures are adequately implemented.9

9

See europolitics, Friday 29 June 2012
http://www.europolitics.info/financial-services-fta-falls-short-of -expectations-art3385
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4.5

Registration of EU law firms

There have been complaints that the Korea authorities have yet to implement the liberalization
commitments for legal services set out in the FTA. There is also concern that decisions on the timing of
the recognition of EU law firms appears to have been brought into line with the recognition of US law
firms under KORUS. This would effectively deny the EU lawyers any first mover advantage over
competitors thanks to the earlier adoption of the EU – Korea FTA.
4.6

SPS measures

Korea has continued to refuse to discuss lifting the ban on beef exports imposed because of BSE. This is
judged as unjustified and an effective barrier to EU beef exports given that the risk of BSE has now been
defined as negligible by the OIE (organization of International Epizootics). It is also argued that the ban
is discriminatory given that Korea lifted a similarly justified ban on Canadian beef exports when
threatened with a WTO case.
There have also been complaints about Korea Ministry for Food Agriculture, Forestry and Fisheries
(MIFAFF) making unjustified requests for consultations with some EU exporters of pork products to
enter into consultations regarding various diseases claimed to be in EU pork exports.

5.

THE EFFECTIVENESS OF MONITORING AND IMPLEMENTING
BODIES

Effective implementation of the FTA requires continuous monitoring. To this end the FTA establishes a
large number of committees and working groups. These must be used effectively if regulatory or other
non-tariff barriers are to be removed. Here as with regard to the trade and investment data it is still
rather early to assess the effectiveness of the various monitoring bodies and committees. But to ensure
effective monitoring it will be important to know that these bodies are working effectively.
5.1

Trade Committee

October 2012 saw the second meeting of the Trade Committee which has the task of overseeing the
overall implementation of the FTA. This takes place at ministerial level, between the EU Trade
Commissioner (De Gucht) and his Korea counterpart Minister Bark). Following this meeting both
Commissioner De Gucht and Minister Bark met with the INTA Committee of the European Parliament to
discuss progress. In this meeting Minister Bark addressed directly a number of concerns raised by MEPs
and members of EU non-governmental organisations (business and civil society). Such high level
meetings with the Commission and European Parliament provide a means of noting and responding to
concerns on implementation. But much of the detailed work will have to be done in the specialist
committees and working groups. The Trade Committee has the task of overseeing the operation of the
FTA and co-ordinating the work of the various specialist committees.
5.2

Committee on Trade in Goods

This committee provides a means of dealing with the implementation of the FTA with regard to goods
at a more detailed level than the Trade Committee. There are also specialist committees on customs
and a Committee on Outward Processing Zones in the Korean Peninsula, which will have to decide on
the issue of how to handle processing zones, including the zone in North Korea.
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5.3

TBT Sector Working Groups

With regard to the non-tariff barriers that are of particular concern to the EU there are four Working
Groups at a sectoral level as well as the possibility of making use of the mediation mechanism (Art 14a).
This is an innovation in trade agreements and they were introduced to help ensure that commitments
made to reduce NTBs are carry through. There are four Working Groups for automobiles, electronics,
pharmaceutical and chemicals, although the chemicals working group appears to have a looser
organization. During the first year most of these working groups have met as required by the
agreement, but the first meetings have not made much progress on substantive work.
5.4

Committee on Services, Establishment and Electronic Commerce

Article 7.3 of the agreement establishes this committee to monitor operation of the provisions on
services, establishment and electronic commerce.
5.5

SPS Committee

Article 5.10 establishes a specialist SPS committee. The aim of this is to find effective means of avoiding
or removing barriers to trade resulting from SPS measures, such as those taken in order to protect
human, animal and plant health. The substantive provisions of the Agreement on SPS are in line with
the WTO SPS Agreement, so the aim of this committee is to ensure that issue such as equivalence or
ensuring that SPS measures are not used as a means of disguised protection.
5.6

Committee on Trade and Sustainable Development

The FTA includes best endeavours wording on international environmental measures and requires the
parties to implement the multilateral environment agreements and labour conventions they have
adopted. There is also best endeavours wording on ratification of fundamental ILO Conventions in
Chapter 13 (Art 13.4.3), but Korea has not ratified some core ILO Conventions including those on free
collective bargaining and right of association). The Committee on Trade and Sustainable Development
provides a contact point on such issues. The effective implementation of the sustainable development
provisions of the FTA therefore require the active use of this Committee.
An innovation in the EU – Korean FTA is the establishment of a joint Civil Society Forum with
stakeholders from both the EU and Korea participating. This is in turn served by two Domestic Advisory
Groups in the EU and Korea in order to channel views from civil society into the joint dialogue. The
initial work in the Domestic Advisory Group in the EU has begun and there has been one meeting of the
Civil Society Dialogue. The Korean participation in the Civil Society Dialogue does not reflect the kind of
stakeholders that represent the EU. For example, there are a number of academic advisors present
rather than recognized civil society bodies. This may reflect the organizational structure of
representation in Korea which includes such academic experts and business representation in FTA
Advisory Committee established under the 2008 reform of Korean trade policy that created a separate
negotiating and decision-making machinery for FTAs (Ahn; 2010). The next step will consist of a paper
in February 2013 on the work programme for the Dialogue.
5.7

Links to existing stakeholder consultation

Apart from the involvement of stakeholders in the Civil Society Dialogue, something that the European
Economic and Social Committee has a formal role in, there is a question concerning how stakeholders in
the EU will feed into the various specialist committees and working groups. No doubt national firms and
trade associations will provide information to Member State governments which can then feed
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information into the process via the Trade Policy Committee and its various specialist committees. In
Brussels there is an intention to establish an ad-hoc EU-Korea FTA implementation monitoring group
that appears to draw on the work of the existing Market Access Strategy.
5.8

Dispute Settlement

Finally of course there are formal dispute settlement provisions set out in chapter 14 that broadly follow
the WTO model of dispute settlement.
In short there is no shortage of channels through which the parties can seek remedies for any cases of
non-implementation of the FTA.
5.9

Reporting to the European Parliament

In the debate on the adoption of the FTA and in particular that on the bilateral safeguard clause the
Commission undertook to monitor the implementation of the FTA, including in particular in the fields of
the TBTs and sustainable development provisions in the FTA, with the implication that the Commission
would provide information on a regular basis to the European Parliament as it does to the Council (TPC).

6.

PROSPECTS FOR EU – KOREA COOPERATION

The picture that emerges from this assessment of the first year of the EU – Korean FTA and the
developments in economic relations between the two over the preceding years is one of a maturing
economic relationship. In the past there is little doubt that the Korean economy was relatively closed to
EU exports. Contestability in key Korean sectors was also limited by the existence of the Chaebol
industrial groupings. The use of tariffs and then non-tariff protection provided Korea with infant
industry protection behind which it was able to develop its competitive industries.
The Korean market has however, progressively liberalized. For example in the 1990s the Korean car
market was effectively closed, foreign suppliers now account for 5% of the market. This is not much but
it represents liberalisation. Korea like Japan before it has also moved to invest more in overseas
production facilities and thus reduce trade tensions with it major trading partners. Other sectors have
also liberalized such as the services sector. Provided the FTA is effectively implemented the trade and
investment relationship between the EU and Korea should more further towards a balanced mature
relationship that does not exhibit any structural imbalances.

7.

CONCLUSIONS

It remains too early to draw any definitive conclusions from the first year of the EU – Korea FTA. Trade
has been affected by macro economic factors such as the slow growth in the EU. Tariff liberalization has
only just begun in the sensitive sectors, such as automobiles. The work to remove non-tariff barriers,
which is essential if the EU is to reap the expected gains from the FTA has only just begun. The impact
of the EU – Korea FTA will also be affected by the ratification of KORUS, which will grant the US broadly
equivalent access to the Korean market and Korea is also negotiating with other major economies
(Japan and China) which if concluded would no doubt reduce preferential access for the EU suppliers to
the Korean market. Nevertheless there have been no unwelcome surprises from the first year of the
agreement. Trade has grown despite the poor macro climate in the EU and EU exports have performed
well.
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In many respects the EU – Korea FTA has been a model. It is the first FTA completed since the adoption
of the Global Europe strategy in 2006 that favoured a more active use of bilateral trade agreements. It is
the first FTA negotiated between the EU and another OECD country and the most comprehensive
agreement to date, both in terms of the coverage of topics and the scope of liberalization
commitments. If the agreement is to set a positive precedent for future FTAs it is also important that it is
implemented effectively. Lack implementation or non-action in certain areas where peer pressure is the
main means of enforcement will send a message to future FTA partners that commitments signed need
not be carried through, or that soft law provisions can be ignored.
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Annex
Table 1a Main EU exports to Korea: breakdown by category
Machinery

26%

Chemicals

13%

Electronic equipment

7%

Business services

7%

Metals

6%

Cars and trucks

6%

Sea transport

6%

Other manufactured products

5%

Air transport

5%

Leather and clothing

3%

Trade

2%

Other food products

2%

Transport equipment

2%

Textiles

2%

Other

8%

Source CEPII/Atlas 2010 pg 13; figures rounded.
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Table 1b Main Korea exports to the EU: breakdown by category
Electronic equipment

36%

Cars trucks

18%

Machinery

15%

Transport equipment

8%

Chemicals

6%

Textiles

4%

Business services

3%

Metals

3%

Other manufacturing products

2%

Air transport

1%

Leather, clothing

1%

Trade

1%

Finance

1%

Sea Transport

1%

Other

1%
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Table 2a Estimated AVEs for Non-Tariff Barriers for goods in EU-ROK trade
Product

EU

Korea

Cars and trucks

0.07

0.60

Textiles

0.19

0.50

Metals

0.04

0.38

Transport equipment

0.12

0.33

Leather and clothing

0.17

0.34

Chemicals

0.43

0.33

Other manufacturing

0.14

0.30

Electronics

0.26

0.28

Machinery

0.01

0.24

Primary products

0.26

0.17

Food products

0.25

0.10

Beverages and tobacco

0.19

0.07

Animal products

0.18

0.07

Dairy products

0.32

0.06

Other agricultural products

0.10

0.53

Source CEPII/ATLAS 2010; figures rounded and ordered by descending Korean
AVEs (these AVE estimates take the lower estimate corrected for home preferences, see CEPII/ATLAS; 2010 )
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Table 2b Estimated AVEs for services mode 1 and (Mode 3)
EU

Korea

‘Other services’

0.28

0.78

Insurance

0.33 (0.06)

0.67 (0.28)

Finance

0.16 (0.03)

0.53 (0.52)

Trade

0.19 (0.19)

0.39 (0.39)

Public services

0.27

0.29

Communication

0.2 (0.21)

0.23 (1.01)

Business services

0.18 (0.29)

0.20 (0.28)

Sea transport

0.23

0.19

Other transport

0.15

0.10

Air transport

0.13

0.10
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2. EU trade in goods with South Korea

Data source: Eurostat

EU exports to South Korea (July 2011 to June 2012): € 35.3 billion, representing 2.2% of total EU exports
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EU imports from South Korea (July 2011 to June 2012): € 37.7 billion, representing 2.2% of total EU imports
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EU-South Korea: analysis of trade
EU export of servicres to South korea

Data source: Eurostat

EU27 exports to South Korea (2010): € 7.6 billion in total, 1.4% of total EU exports
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Further information
To better understand the graph, total EU exports to South Korea amount
ed to €35.3 billion in the period July 2011 to June 2012. In terms of product
groups, the EU exported €3.6 billion of industrial machinery, which repre
sents 3% of all EU exports of this product category to the world. This value
represents an increase of 13% compared to the same period in the previ
ous year.
The graph in the middle shows growth in exports and imports in the pe
riod July 2010 - June 2011. For instance, exports increased 15% in the year
July 2011 - June 2012.
NB Variations between figure 1 and 2 are due to the data coming from dif
ferent sources, covering different periods and currency conversion.

1. South Korean trade in goods (2011)
The graphics show the trade in goods of South Korea with the world, and
in particular with China, USA, EU27 and Japan. The green part refers to ex
ports, and the red to imports. Data are presented in euros after conversion
from dollars using the annual average conversion rate from Eurostat. The
pie chart shows the share that China, USA, EU27 and Japan represents for
South Korea in terms of exports/imports of goods, while the bar chart rep
resents the value in billion euros. For example, South Korea exports mer
chandise to the world worth €404 billion. The share that goes to the EU
represents 10% of South Korean total exports, with a value of €40 billion.
The line chart shows the growth in exports/imports over the past 30 years,
indexed to the year 1980 (=100).

3. EU27 trade in services with South Korea

2. EU trade in goods with South Korea

The graphics represent EU exports (in green) and imports (in red) of serv
ices to/from South Korea (total value and by type of service). The bar chart
shows the evolution of exports/imports to/from South Korea in billion eu
ros and as a share of the EU’s exports/imports of services.
In practice, the EU’s total exports of services amounted to €7.6 billion in
2010 (the most recent year available) and represented 1.4% of total EU
exports. “Transportation services” represented about €3.1 billion or 41% of
all EU exports to South Korea.
The share has been calculated based on extra-EU trade.

The graphic represents the exports/imports of the EU27 to/from South
Korea, broken down by SITC (Standard International Trade Classification)
product group. “Transport equipment” refers to code 7, “chemical” is code
5, “manufactured articles” is code 8, “manufactured goods” is code 6, “min
eral fuels” is code 3 and “other products” refers to code 0, 1, 2, 4 and 9.
The bar chart shows the evolution of exports/imports over the years. The
periods taken into consideration are from July to June; for instance, 2008
means July 2007 to June 2008 while 2012 means from July 2011 to June
2012. The pie chart shows the division of total exports/imports for the pe
riod July 2011 to June 2012 broken down by SITC code. The last table gives
the top five product groups.
The share has been calculated based on extra-EU trade, i.e. excluding trade
between Member States, and taking account only of trade between the
EU, as a whole, and the rest of the world.
Author: Giulio Sabbati

Contact: giulio.sabbati@europarl.europa.eu

4. Largest companies by revenue (2012)
The graphic shows the largest public companies in Europe and South Ko
rea in terms of revenue; the list does not include oil industry or services
companies, which are considered to reflect less well the main companies
likely to enter into trading contracts between the EU and South Korea. It is
part of the Fortune Global 500 ranking of the world’s largest corporations.
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