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The Korea-Japan FTA and The Korean Automobile Industry
- Focusing on The Importance of Internal Negotiation —

Kim, Dong - Ha

Division of International Area Studies, Graduate School.

Pukyong National University

ABSTRACT

The Korea-Japan FTA negotiation is in a deadlock after 'The sixth
Negotiation'. It was caused by the domestic situations which are not
ready for the Korea-Japan FTA. In other words, both governments
started the negotiation without resolving domestic problems. This
became a serious obstacle to their negotiation. Especially in the case of
Korea, the automobile industry will sustain a loss in the FTA with Japan,
however, there are no fully complementary measures from the Korean
Government. Consequently the workers of the automobile industry are
complaining about them. Therefore the Korean Government must solve
the internal problems prior to the FTA negotiation with Japan. 'Internal
Negotiation' with the Korean automobile industry is of the utmost
importance.

The objectives of this study are, first, to understand the meaning of
internal negotiation and determine its importance. Second, to examine
the wvalidity of the Korea-Japan FTA. Third, to analyze its projected
influence on the Korean automobile industry during the Korea-Japan
FTA. Fourth, to determine how the Korean Government should make
progress in internal negotiation with the Korean automobile industry.

First, internal negotiation means arriving at a consensus with the

interested parties, before starting negotiation with foreign countries. In a



trade agreement, internal negotiation should consider more prominent
than foreign negotiation. Because foreign negotiation is only an official
announcement of the resolutions that stem from internal negotiation.
Therefore to progress foreign negotiation more smoothly, the
Government should enhance internal negotiation.

Second, a benefit of the Korea-Japan FTA is that they complement
each other. On this account, it will bring economic profits to both
countries during in the long run. However, in the case of Korea, the
trade balance toward Japan will maintain a short term deficit. Because of
this some business sectors will sustain a loss. So political support is
necessary for those business sectors. On the other hand, Korea's
competitive strength will improve in the long run.

Third, the automobile industry is one of the key industries of the
Korean economy. But this industry will have negative repercussions from
contracting the Korea-Japan FTA, because Japan holds a dominant
position in the automobile industry. And Japan has not levied tariffs for
a long time, and the Korean automobile exports to Japan might not
improve. In this situation, the Korean automobile industry needs to
watch for an opportunity of 'economy of scale' to gain an advantage
over their Japanese competitors.

Fourth, to reach an understanding of internal negotiation, the Korean
Government should promise political supports to the automobile industry.
To support the domestic automobile industry, the Government needs to
help improve the competitive power of the automobile industry. For
example, supporting Research & Development(R&D) of high technology.
Moreover during the FTA negotiation with Japan, the Korean
Government needs to secure a legal delay of removing the tariff barrier
and inquire that Japan reforms their currency structure in order to make
a softer entrance into the Japanese market.

Finally, the Korean Government must recognize the importance of
internal negotiation. It needs to understand the influence of the Korean
automobile industry while contracting the Korea-Japan FTA. In addition,
in order to reduce the negative effect of the Korea-Japan FTA, the

Government must provide political supports to expedite a more desirable

_Vi_



internal negotiation within the automobile industry.

Key Words: The Korea-Japan FTA, The Korean Automobile Industry,

Internal Negotiation, Political Supports
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