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Abstract

This study aims to estimate the economic effect of Korea's transition to a developed country in WTO
negotiations. If Korea develops into an advanced country, it must give up many advantages in the
agricultural sector. In particular, limiting the scope of sensitive items, giving up the selection of
special items, and drastic tariff reductions are expected to have greater negative effects on the
agricultural sector.

According to research results, Korea's GDP rose slightly from 0.2 to 0.8 percent following the DDA
settlement. Especially when China is classified as an advanced country along with Korea, Korea's
GDP appears to be growing even more. On the other hand, damage is expected in most areas of
agriculture. The trade deficit in the agriculture sector is expected to widen as output in the
agricultural sector decreases, and import growth exceeds export growth. In the non-agricultural sector,
there are no significant differences in the change in WTO status. However, if China is grouped together
as an advanced country, the export growth rate of the Korean manufacturing industry appears greater.
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Table 1. Comparison between Country Groups in Agricultural Negotiation

Developed Country Developing Country
If If

tariff(t) 0 ¢t =20, then 50% 0(t= 30, then 33.3%
reduction rules 20 ( t = 50, then 57% 30 <t = 80, then 38.0%
50 ( t = 75, then 64% 80 ( t = 130, then 42.7%
75t , then 70% 130 ( t , then 46.7%
tariff peak 100% 150%
special N/A 12% of tariff lines
products average cut is 11%
sensitive I .
products 4% of tariff lines 5.3% of tariff lines

non-sensitive
product TRQ

less than 1% of tariff lines

less than 1% of tariff lines

Source: WTO(2008a)
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Table 2, Sliding Scale Method in NAMA Negotiation

Formula coefficient

Apply 50% to the Range

Flexibility to Developing countries

Range of exemption of tariff

cut
Developed Developing e 1 Import s Import
countries countries Tariff lines constraint Tariff lines constraint
20 14 16 6.5 75
8 22 10 10
25 0 0
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Table 3. Country Classification

Group Countries in GTAP 10.0
Korea KOR

USA USA

EU Germany, France etc (28 countries)
China China

Developed Countries
Developing Countries

Least Developed
Countries

New (Developed
Countries)

UK, Canada, Australia, New Zealand, Swiss, Japan etc
Brazil, Venezuela, Chile, India, Indonesia etc
LDCs classified by UN
(Bangladesh, Malawi, Mozambique, Uganda etc)

Taiwan, Singapore, UAE, Turkey, Mexico, Saudi Arabia

Source: Author
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Table 4. Industry Classification

3o WTO AAR 29 Az w2 ARH &zt 35

No. Industry GTAP

1 Rice 1, 23

2 Crops 2,3 8
3 Vegetable and Fruit 4,5

4 Meat and Dairy products 19, 20, 22
5 Processed Foods 21, 25, 26
6 Other Agricultural Products 6, 7, 9~12, 24
7 Wood 13

8 Fish and Mining 14~18
9 Textile and Cloth 27, 28
10 Chemical Products 32~35
1 Metal Products 36~39
12 Electronics 40, 4
13 Machine 42

14 Transport 43, 4
15 Other Manufacturing Products 29~31, 45
16 Services 46~65

Source: Author
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Table 5. Analytical Scenarios

Scenario 1 Scenario 2 Scenario 3
Koea Developing Developed Developed
China Developing Developed Developing
New Developed .
Countries Developing Developed Developed
Least Developed . _—
Countries Excluded from Liberalization
Aariculture Developed: 4% of sensitive products
9 Developing: 5.3% Developed
NAMA Developed: coefficient 8

Developing: coefficient 25, no flexibility

Source: Author
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Table 6. Tariff cut of Agricultural products based on applied tariff rates(%)

Rice Crops V?:?Sit& Meat lF__’:)%% Others

Korea Developed 0.0 2.7 40.4 56.5 30.0 28.0
Developing 0.0 26.0 30.0 28.7 5.2 15.5

USA 70.4 75.5 58.5 7.5 54.5 46.9

EU 0.0 0.0 40.8 0.0 15.5 0.0
China Developed 23.1 33.8 2.7 46.3 34.0 39.4
Developing 22.4 23.2 28.4 30.9 22.2 26.4
Developed 1.7 14.6 21.1 13.6 13.6 3.8
Developing 1.4 0.0 0.0 3.6 0.0 0.0
LDC 0.0 0.0 0.0 0.0 0.0 0.0
New (Developed) 0.0 0.0 0.0 0.0 0.0 0.0

Note: Author’ s calculation of Korea and China’ s developed countries
Tariff cuts of New Developed countries are all zero because their applied rates are above the
MFN rate after formula appled.

source: Seo et al.(2009)

Table 7. Tariff cut of NAMA products based on applied tariff rates(%)

Wood Mining Textile CL‘Z{“' Metal  E&E Mﬁgh' T";‘ts" Other
Korea 622 294 468 42 349 286 353 305 332
USA 05 0.3 0.6 0.4 0.4 0.3 0.3 05 05
EU 622 378 530 428 %0 49 265 483 3.1

A 56,6 70.7 59.8 46.9 491 50.7 49.7 63.0 56.3
B 286 18.0 30.5 24.0 21.7 29.2 29.6 35.6 28.2
Developed 37.0 12.6 47.9 19.6 2.1 20.4 17.4 54.4 29.4

China

Developing 11.0 0.0 10.5 0.0 41 0.0 0.0 6.7 0.0
LDC 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
New A 370 12.6 479 19.6 21 20.4 17.4 54.4 29.4

B 421 24.5 64.2 43.9 49.9 33.2 37.7 60.1 53.4

Note: Author’ s calculation for China by applying coefficient 8.
A and B in China and New represent the developed and developing country cases, respectively.
source: Seo at al(2009)
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Table 8. Effects of DDA Negotiation on countries' GDPs

Scenario 1 Scenario 2 Scenario 3
Standard Capital Standard Capital Standard Capital
Korea 0.22 0.59 0.29 0.75 0.28 0.69
USA 0.00 -0.01 0.00 -0.01 0.00 0.00
EU 0.01 -0.04 0.01 -0.06 0.01 -0.04
China 0.12 0.26 0.18 0.33 0.12 0.26
Developed 0.03 0.10 0.03 0.11 0.03 0.10
Developing 0.01 0.00 0.01 -0.05 0.01 -0.01
LDC -0.04 -0.23 -0.04 -0.27 -0.04 -0.24
New 0.02 0.14 0.02 0.00 0.02 0.06
source: Author
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Table 9. World Economy Effects: Export and Import(%)(Capital Accumulation Model)

Scenario 1 Scenario 2 Scenario 3
Export Import Export Import Export Import
Korea 1.84 2.14 2.31 2.72 2.10 2.4
USA 0.19 0.14 0.29 0.24 0.20 0.16
EU 0.18 0.11 0.19 0.14 0.18 0.11
China 2.06 2.57 3.29 3.91 2.04 2.53
Developed 0.85 0.93 0.96 1.10 0.85 0.93
Developing 0.27 0.29 0.21 0.19 0.26 0.26
LDC -0.60 -0.73 -0.64 -0.80 -0.61 -0.75
New 1.03 1.04 0.51 0.50 0.60 0.61
source: Author
Table 10. Changes in Output by Korean Industry(%)
Scenario 1 Scenario 2 Scenario 3
Standard Capital Standard Capital Standard Capital
Rice 1.03 1.19 1.24 1.45 1.26 1.46
Crops -10.77 -10.74 -12.75 -12.72 -12.69 -12.66
Vegetable and Fruit -5.83 =5.77 -8.23 -8.16 -8.19 -8.12
Meat and Dair
roducts y -1.67 -1.32 —5.11 -4.69 511 -4.7
Processed Foods 3.78 4.16 3.88 4.35 3.85 43
Other Agricultural 0.45 0.73 ~1.08 -0.73 112 -0.79
Products
Wood 1.07 1.65 1.34 2.04 1.42 2.09
Fish and Mining -0.40 -0.02 -0.35 0.09 -0.30 0.12
Textile and Cloth -0.54 0.27 0.10 1.05 -0.49 0.47
Chemical Products 0.38 1.13 0.57 1.48 0.41 1.28
Metal Products -0.67 0.39 -0.75 0.52 -0.72 0.51
Electronics -0.56 0.89 -0.44 1.31 -0.57 1.13
Machine -1.73 -0.69 -2.10 -0.88 -1.76 -0.57
Transport 1.06 2.02 0.83 1.99 1.03 213
Other Manufacturing _g g9 0.19 ~0.85 0.20 ~0.65 037
Products ’ ) ) ) ’ )
Services 0.16 0.62 0.21 0.76 0.20 0.74

source: Author
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Table 11. Changes in Export and Import by Korean Industry(%)

Scenario 1 Scenario 2 Scenario 3
Export Import Export Import Export Import
Rice 2.52 2.52 2.40 2.40 2.43 2.43
Crops 0.18 0.20 0.14 0.16 0.15 0.16
Vegetable and Fruit 0.78 0.78 0.95 0.95 0.83 0.83
Meat and Dairy
products 2.00 2.01 2.55 2.56 2.37 2.38
Processed Foods 0.49 0.49 0.62 0.63 0.56 0.57
Other Agricultural
Products 0.79 0.76 0.92 0.88 0.77 0.75
Wood 0.82 0.73 0.86 0.87 0.76 0.77
Fish and Mining 0.09 0.09 0.08 0.08 0.09 0.09
Textile and Cloth 2.12 2.16 2.43 2.47 2.01 2.05
Chemical Products 0.52 0.53 0.61 0.62 0.46 0.47
Metal Products 0.70 0.7 0.69 0.70 0.59 0.60
Electronics 0.59 0.59 0.78 0.79 0.55 0.55
Machine 0.78 0.78 1.00 1.00 0.72 0.73
Transport 1.87 1.88 2.58 2.60 1.83 1.84
Other Manufacturing
Products 0.7 0.75 0.68 0.69 0.66 0.67
Services 0.16 0.04 0.15 0.01 0.15 0.03

source: Author
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