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A Study on the Several Countermeasures

for Korea’s Trade Deficit with Japan
Choi, seon-gil

Department of International trade,
Graduate School of Business Administration,

Pukyong National University

Though the Korean economy has driven an export-centered policy for 40
years, trade deficit has been accumulated to Japan. In fact, we haven't recorded
profit when trading with Japan. We have difficulty in advancing in the Japanese
market which is the most competitive and most demanding in the world.
Furthermore, the problem of Korea’s general industrial structure is that it has
an import-dependent structure with Japan. The Korean industrial structure is in
the stage of manufacturing major export goods, while Japan has a self-sufficient
industrial structure, which can produce most of the intermediate goods. Korea's
increase of exporting final goods brought about the rapid increase of importing
intermediate goods from Japan, showing a high dependence on importing
Japanese capital and technology.

The deficit total of the current account can’t fundamentally be solved in a
short period. Recently, the imbalance of Korea-Japan trade caused not only trade

friction but also unstable development in our economic growth, which requires

bilateral governments’ interference and policy coordination. Owing to the excess
mmporting of Japanese machinery or parts to Korea, the trade conditions with
Japan are deteriorating and it enlarges the deficit when trading with Japan.

While Korea want to increase its GN.P through the policy coordination with
Japan, Japan avoids cooperation with Korean due to the its lower G.N.P. As the
Japanese economic level is increasing in international society, Japanese trade
balance need to be coordinated. Japan has to make an effort to pay attention to
a fair and free trade environment.

Japan should recognize the abolishment of barriers for allowing foreign

companies to access to domestic markets would pave the way to removing
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fricion in trade. Also Japan has to strive for cooperation with developing
countries through economic cooperation and importing cheaper goods and
services. We need to survey the reality of trade structures to improve trade
balance with Japan. Our technology is strikingly lower than the Japanese. Korca
has a structure of importing raw materials from Japan and assembling them
then reselling goods to Japan. Japan has conservative habits in trading, such as
strict eyes on quality and standard of goods, putting an importance on
maintaining long-term business relationships, and strict time limits for delivering
goods. So we prepare to avoid influences from the inflation of yen and the
price of raw material.

Firstly, improvement of technology can replace the imports from Japan to

production itself. Secondly, Koreans have to cope with the Japanese marketing
structure promptly as we can see an increase in internet sales.
Thirdly, we have to develop high added value goods. We have to participate
telecommunication and internet area positively. Forthly, Korea has to develop
goods which are strongly competitive through precise analysis. Culture-tourism
development is also one way to relieve pressures of competition. Lastly, Korean
government has to rethink the FTA treaty. Korea needs to negotiate non-tariff
barrier with the Japanese government.

Electronic trade has important means to surpass the barriers to Japan
effectively. In addition to this, to overcome present unbalanced condition in
trading with Japan, Korea must take effective measures to alleviate tariff and
non-tariff barriers in Japan.

Korean government needs to make a policy toward abolishing regulations to

companies and assistant new technology development. The Government has to

strive to reduce trade-deficiency to Japan.
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