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Pending U.S. and EU Free Trade Agreements with South Korea 

Summary 
South Korea has negotiated free trade agreements (FTAs) with the United States and the 
European Union (EU), but neither agreement has yet been approved. The U.S. Congress must 
approve the United States and South Korea free trade agreement (KORUS FTA) and the 
European Parliament must vote on the European Union and South Korea free trade agreement 
(KOREU FTA) before the FTAs can take effect. If the FTAs are ratified, it is possible there could 
be a “first mover” advantage for either the United States or the European Union, depending on 
which FTA is approved first. Some argue that both agreements have shortcomings and should not 
be approved. 

This report provides U.S. lawmakers with a comparison of the manufacturing components in the 
KORUS and KOREU FTAs. Congressional interest in an FTA between the European Union and 
South Korea mostly centers on those U.S. industries competing with European industrial sectors, 
especially motor vehicles. The two pending FTAs raise questions about what it could mean for 
U.S. manufacturers if the United States takes longer, or fails altogether, to implement the KORUS 
FTA, while the European Union and South Korea possibly move ahead to approve and implement 
their outstanding FTA. In such a case, the possibility exists that the removal of tariff and non-
tariff barriers between the European Union and South Korean markets could result in U.S. 
manufacturers losing South Korean market share to European competitors. On balance, most U.S. 
and European manufacturing sectors, with some auto manufacturers in particular among notable 
dissenters, argue that the pending FTAs will be beneficial and are largely supportive. On the other 
side, labor unions in the United States and the European Union are considerably more skeptical, 
claiming that South Korean companies could be the biggest beneficiaries, since they could gain 
even greater access to the significantly larger U.S. and EU markets. Labor union leaders say the 
FTA will result in further job losses as their respective manufacturing workforces compete for 
market share with competitive South Korean manufacturers in their own domestic markets. 

Various forces will affect how and when each side might move forward on its respective FTA. 
Congress has a direct role in the approval of the KORUS FTA, but until recently legislative 
consideration of the agreement had been at a standstill. In June 2010, President Obama directed 
the United States Trade Representative to initiate new discussions with the South Korean 
government to resolve outstanding issues in time for the G-20 Summit in Seoul in November 
2010, such as autos and beef. Some lawmakers argue that the KORUS FTA provides a greater 
advantage to South Korean manufacturers than to U.S. manufacturers. Others have expressed 
their support for economic and national security reasons. 

No specific date has been announced by the European Union on when it expects to approve its 
FTA with South Korea, but the European Commission (the EU’s executive charged with 
negotiating agreements with other countries, among its areas of responsibility) has indicated that 
it would like to move forward in 2010 or 2011. 

Automotive trade is the primary focus of this report because it is one of the most contentious and 
high-profile manufacturing issues in the KORUS and KOREU FTA deliberations. Additionally, 
brief overviews are included of other selected U.S. manufacturing sectors that could be affected 
by these FTAs, such as home appliances, consumer electronics, and pharmaceuticals and medical 
devices. Trade in agricultural products and services are not covered by this report. 
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Introduction 
For over 20 years, U.S. trade negotiations have followed two tracks: multilateral talks such as the 
Doha Development Round of the World Trade Organization (WTO) and bilateral and regional 
arrangements with other countries, known as free trade agreements (FTAs). To date, the United 
States has entered into a dozen FTAs with various trading partners including Israel, Canada, 
Singapore, Chile, and Australia.1 FTA agreements with Colombia, Panama, and South Korea are 
pending before Congress now. This report evaluates the implications of the potential U.S. 
agreement with South Korea for American manufacturers and compares it with a similar pending 
free trade agreement between South Korea and the European Union (EU).2 South Korea has 
already enacted FTAs with countries such as Chile, Singapore, and India, and also is currently 
negotiating FTAs with other trading partners, including Australia, Canada, Japan, and Mexico. 
The implications of these arrangements for the United States are not discussed in this report. 

A major outstanding issue in the commercial relationship between the United States and South 
Korea is the three-year old pending FTA, commonly referred to as the KORUS FTA. It was 
signed by the Bush Administration in 2007, but has yet to be submitted to Congress for approval. 
If accepted, it would be the second-largest free trade arrangement approved by the United States 
next to the North American Free Trade Agreement (NAFTA), which entered into force in 1994. In 
June 2010, President Obama directed the U.S. Trade Representative (USTR) to resolve 
outstanding issues (most prominently automobiles and beef) by the upcoming G-20 Summit, 
which is scheduled to be held in Seoul in early November 2010. In a nutshell, the pending 
KORUS FTA would eliminate tariff and non-tariff barriers for U.S. and South Korean 
manufacturers in a range of industrial sectors, including automobiles, consumer and industrial 
products, textiles and apparel, and pharmaceuticals and medical devices.3 

The main section of this report compares the manufacturing components of the two agreements. 
In particular, it reviews automotive trade, the most politically and economically sensitive 
manufacturing sector in both agreements. Also included is a brief overview of the possible 
implications of the two pending FTAs on other selected industrial sectors affected by the FTAs: 
home appliances, consumer electronics, textiles and apparel, and pharmaceuticals and medical 
devices. The report begins by providing a legislative outlook and reviews the positions of key 
stakeholders. Agricultural and services trade are not covered.4 

1 For a detailed discussion on free trade agreements and U.S. trade policy see CRS Report RL31356, Free Trade 
Agreements: Impact on U.S. Trade and Implications for U.S. Trade Policy, by William H. Cooper. 
2 The European Union consists of 27 countries: Austria, Belgium, Bulgaria, Cyprus, Czech Republic, Denmark, 
Estonia, Finland, France, Germany, Greece, Hungary, Ireland, Italy, Latvia, Lithuania, Luxemburg, Malta, the 
Netherlands, Poland, Portugal, Romania, Slovakia, Slovenia, Spain, Sweden and the United Kingdom. 
3 A complete discussion on the various provisions contained in the KORUS FTA can be found in CRS Report 
RL34330, The Proposed U.S.-South Korea Free Trade Agreement (KORUS FTA): Provisions and Implications, 
coordinated by William H. Cooper. 
4 For a discussion of agricultural issues, see CRS Report R40622, Agriculture in Pending U.S. Free Trade Agreements 
with Colombia, Panama, and South Korea, by Remy Jurenas. 
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Legislative Prospects 
The KORUS FTA is a candidate for fast-track legislative consideration (automatic discharge from 
committee, no amendments, and limited debate) under the Bipartisan Trade Promotion Authority 
Act of 2002, because the agreement was entered into before July 1, 2007, the date on which 
the President’s authority to enter into qualifying agreements expired.5 The implementing bill, 
which would be submitted to Congress by the Administration but, given past practice, would be 
drafted in consultation with Congress, would include a provision to approve the FTA, as well as 
provisions “necessary or appropriate” to implement the agreement. Under fast-track procedures, 
Congress votes on the implementing legislation as submitted and can either approve it or reject 
it as whole. In areas of concern to some Members of Congress such as automobiles, however, 
Members might suggest that provisions addressing their concerns be included in the 
implementing legislation or seek assurances from the executive branch regarding the 
implementation of the agreement in these areas.6 

As Congress considers what action it might take on the KORUS FTA, the European Union and 
South Korea have completed their own negotiations of a comprehensive free trade agreement 
(KOREU FTA). They initialed the agreement on October 15, 2009.7 Signing and ratifying the 
KOREU FTA is a complicated process. The FTA must be formally adopted by the EU Council of 
Ministers, which represents the national governments and is the European Union’s main decision-
making body. Thereafter, it can be submitted to the European Parliament, which represents the 
citizens of the EU, for a vote.8 The KOREU FTA is the first bilateral trade agreement subject to 
an up or down vote in the European Parliament under the provisions of the Lisbon Treaty, which 
became effective in 2009.9 If approved, it means the FTA is provisionally ratified in the European 
Union and can enter into force. Provisional application is a common practice in the European 
Union (EU trade agreements with Mexico (2000) and Chile (2003) were also subject to 
provisional application).10 Full ratification of the KOREU FTA requires approval by all 27 
member states. In South Korea, the process is easier since only the approval of the National 
Assembly is required for ratification. 

In many ways, the KOREU FTA is a similar agreement to the pending KORUS FTA. It is 
expected to facilitate manufacturing trade between the European Union and South Korea by 

5 As under previous statutes, Congress granted the President authority to enter into international trade agreements 
before a given date (July 1, 2007) and granted such agreements a unique “fast-track” approach that guarantees an 
expedited vote by Congress on these agreements. While the statute sets a deadline for entry into these agreements, the 
fast-track process does not require that FTA implementing legislation be submitted by a given date. For additional 
information on the history and use of fast-track procedures, see CRS Report 97-896, Why Certain Trade Agreements 
Are Approved as Congressional-Executive Agreements Rather Than as Treaties, by Jeanne J. Grimmett. 
6 This report does not address legal issues involving congressional consideration of trade agreements or the actions of 
the KORUS parties under the terms of the agreement. 
7 Initialing the KOREU FTA means the European Union and South Korea completed its negotiations with both sides 
approving the legal text of the agreement. 
8 For an overview of the European Union and its institutions, see CRS Report RS21372, The European Union: 
Questions and Answers, by Kristin Archick and Derek E. Mix. 
9 The Lisbon Treaty, which entered into force in December 2009, among other things increases the involvement by the 
European Parliament in the legislative process. For more information, see CRS Report RS21618, The European 
Union’s Reform Process: The Lisbon Treaty, by Kristin Archick and Derek E. Mix. 
10 Information on the signing and ratification process of the KOREU FTA in the European Union was provided to CRS 
by European Commission staff, DG Trade, in an email exchange on May 19, 2010. 
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eventually removing most customs duties and addressing regulatory obstacles across various 
sectors, including autos, consumer electronics, and pharmaceuticals. The possible competitive 
impact on U.S. manufacturers of a KOREU FTA will likely be debated by Congress when it 
considers whether or not to ratify the KORUS FTA, which could be either in late 2010 or in 2011. 

Likewise, the competitive implications of a KORUS FTA for European manufacturers, 
particularly for European automakers, will be considered as the European Parliament debates 
whether to approve the KOREU FTA. It remains to be seen if the KORUS FTA or KOREU FTA 
will be ratified first, or if either agreement will be approved. Some observers speculate that the 
auto sections of the FTAs may require some form of side agreement or other arrangement, which 
have yet to be worked out, before either agreement can be passed by the U.S. Congress or the 
European Parliament. 

Stakeholder Perspectives 

A large number of U.S. and EU industry observers expect gains for their respective industrial 
sectors upon the implementation of the KORUS FTA and the KOREU FTA. Various economic 
impact studies are used to support their positive assessments. One U.S. business advocacy group, 
the U.S.-Korea FTA Business Coalition, which represents a broad-based group of U.S. 
companies, concludes the KORUS FTA “will give U.S. exporters and investors a competitive 
edge.”11 Similarly, U.S. business groups such as the Business Roundtable and the National 
Association of Manufacturers (NAM) are also supportive of the KORUS FTA.12 A cross-section 
of U.S. manufacturing sectors, including information technology, aircraft equipment, medical 
devices, and pharmaceuticals, stand to gain from the KORUS FTA based on assessments by the 
U.S. International Trade Commission (ITC) and the U.S. Department of Commerce.13 

The ITC, which generates official estimates of the likely impacts of proposed trade agreements, 
estimates that the reduction of tariff and non-tariff barriers to U.S. manufactured and agricultural 
goods under the KORUS FTA would increase U.S. goods exports to Korea by $10 billion to $11 
billion and boost U.S. gross domestic product (GDP) by nearly $12 billion.14 The Administration 
estimates that full implementation of the KORUS FTA could add up to 70,000 jobs in the United 
States.15 

11 U.S.-Korea FTA Business Coalition, Benefits of the FTA, http://www.uskoreafta.org/about/benefits-fta. 
12 Business Roundtable, “Business Roundtable Statement on South Korea FTA,” press release, June 26, 2010, 
http://www.businessroundtable.org/sites/default/files/Korea%20FTA%206%2026%2010%20FINAL.pdf. 
13 The U.S. ITC issued a widely cited report in 2007 detailing the potential economy-wide impact of the free trade 
agreement with South Korea for U.S. business, http://www.usitc.gov/publications/docs/pubs/2104F/pub3949.pdf, and 
the U.S. Department of Commerce’s International Trade Administration has produced a series of reports profiling the 
current U.S.-South Korea trade and tariff environment by major industrial goods sectors, http://www.ita.doc.gov/td/ 
tradepolicy/sectorreports_korea.html. 
14 United States International Trade Commission, U.S.-Korea Free Trade Agreement: Potential Economy-Wide and 
Selected Sectoral Effects, USITC Publication 3949, Washington, DC, September 2007, p. xix, http://www.usitc.gov/ 
publications/docs/pubs/2104F/pub3949.pdf. 
15 The White House, Progress Report on the National Export Initiative, July 7, 2010, p. 3, http://www.whitehouse.gov/ 
sites/default/files/exports_progress_report.pdf. 
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Europe’s business federation, Business Europe, has a positive assessment of the pending KOREU 
FTA stating “the EU-Korea FTA will bring significant benefits to European firms.”16 One study 
estimates the KOREU FTA would create up to $24.2 billion (€19 billion) in new trade in goods 
and services for EU exporters.17 Almost all EU and member states business confederations and 
sectoral groups support the agreement. 

Nevertheless, the business communities in the United States and the European Union are not 
uniformly in favor of their respective pending bilateral agreements with South Korea. Most 
prominently, trade in automobiles remains a lingering issue. A key stumbling block to approval of 
the KORUS FTA has been complaints by Ford, Chrysler, and the United Auto Workers (UAW),18 

that it does not do nearly enough to open the South Korean market to U.S. auto sales. GM is 
neutral on the KORUS FTA, which can be explained in part by the GM-Daewoo joint venture 
operations in South Korea. 

Views also diverge among European carmakers. Some European car producers are relatively 
neutral on the KOREU FTA, particularly those that export larger European luxury cars and have 
created a strong market niche for their automobiles in South Korea (see Appendix A). European 
automakers of smaller and middle-sized cars, such as Fiat, are most often in direct competition 
with South Korean manufacturers like Hyundai and Kia. Thus, they continue to push for what 
they deem a balanced and symmetric liberalization of the two auto markets. Beyond a possible 
competitive threat, some European automakers claim their access to the South Korean market 
might remain hampered by non-tariff barriers. Ivan Hodac, secretary general of the European 
Automobile Manufacturers’ Association (ACEA), claims 30,000 manufacturing jobs could be lost 
and 10 plants closed across Europe if the KOREU FTA is implemented.19 

The steel sectors in the United States and the European Union are also notable dissenters. U.S.-
based steel manufacturers argue the KORUS FTA would weaken U.S. trade remedy laws (i.e., 
antidumping and countervailing duty). EUROFER, the European Union’s steel industry 
representative, has raised concerns about the KOREU FTA stating, “the result is sectoral winners 
and losers with potential negative effects for steelmaking in Europe.”20 

U.S. and EU labor groups are largely opposed to their respective pending FTAs with South 
Korea. They view the FTAs as bad deals for their workers, possibly threatening U.S. and EU 
manufacturing jobs because of the asymmetrical commercial relationship, among other reasons. 
Unlike the positive data presented by the U.S. government and most business groups, research by 
the labor-oriented Economic Policy Institute claims the U.S. trade deficit with South Korea would 

16 Business Europe, Comments on Implementation of the EU-Korea Free Trade Agreement, March 5, 2010, p. 1, 
http://www.businesseurope.eu/content/default.asp?PageID=568&DocID=25991. Business Europe represents 20 million 
companies from 34 countries through 40 member federations. 
17 J.F. Francois, Economic Impact of a Potential Free Trade Agreement between the European Union and South Korea, 
Copenhagen Economics, March 2007, p. 6, http://trade.ec.europa.eu/doclib/docs/2007/march/tradoc_134017.pdf. 
18 The UAW’s full name is the International Union, United Automobile, Aerospace and Agricultural Implement 
Workers of America. 
19 Ivan Hodac, Hearing on the FTA between EU and South Korea, European Automobile Manufacturers Association, 
European Parliament, INTA Committee, June 23, 2010, p. 14, http://www.europarl.europa.eu/activities/committees/ 
hearings.do?language=EN. 
20 EUROFER, “European Steel Industry Deeply Concerned about EU-South Korea Free Trade Agreement,” press 
release, April 23, 2010, http://www.eurofer.org/index.php/eng/News-Publications/Press-Releases/EU-South-Korea-
Free-Trade-Agreement. 
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increase by about $16.7 billion and cost 159,000 American jobs within seven years after the 
KORUS FTA takes effect.21 

Strong resistance to the pending KORUS FTA has been expressed by the UAW, which maintains 
the auto provisions were poorly negotiated. They view the agreement as opening the United 
States market to more South Korean automotive imports, while allowing South Korea to keep its 
market effectively closed through a variety of non-tariff barriers to U.S.-built products 
threatening auto production and jobs.22 The American Federation of Labor and Congress of 
Industrial Organizations (AFL-CIO) contends the KORUS FTA is flawed and argues U.S. 
negotiators “should go back to the table to address the imbalanced market-access provisions in 
the agreement” to amend it on more favorable terms to U.S. automakers.23 

In Europe, the European Metalworkers’ Federation (EMF) has expressed similar apprehension 
explaining the pending KOREU FTA would further worsen the already difficult situation of the 
European car sector and could result in significant job losses.24 They see the pending KOREU 
FTA as unbalanced, which could give South Korean automakers a competitive advantage. 
European trade unions representing textiles, clothing, and leather workers are also on record 
against the KOREU FTA.25 

A Possible First Mover Advantage 

Manufacturers from the United States and the European Union compete to export their products 
to South Korea. Each side sells many of the same products to South Korean consumers. In 2009, 
U.S. goods exports to South Korea totaled $28.6 billion, while EU goods exports to South Korea 
were about the same at $29.8 billion (see Table 1 ). For U.S. manufacturers, South Korea was the 
sixth-leading goods export destination behind the larger and more commercially significant 
markets of the European Union, Canada, Mexico, China, and Japan in 2009. For EU 
manufacturers, South Korea ranked as the 12th-leading export market, well behind the United 
States, Switzerland, China, Russia, India, Canada, and Australia, among others, in 2009.26 Major 
U.S. merchandise export categories to South Korea are machinery, medical devices, and aircraft 
and parts, while top EU goods exports to South Korea include machinery, vehicles (cars and 
trucks), and medical devices. U.S. and EU negotiators paid particular attention to these sectors as 
they negotiated their respective FTAs with South Korea. 

21 Robert E. Scott, Free Trade Agreement with Korea Will cost U.S. Jobs, Economic Policy Institute, July 1, 2010, 
http://www.epi.org/economic_snapshots/entry/free_trade_agreement_with_korea_will_cost_u.s._jobs/. 
22 UAW, International Trade and Investment Policy, http://www.uaw.org/node/1962. 
23 AFL-CIO, “Statement by AFL-CIO President Richard Trumka on the U.S.-South Korea Trade Agreement,” press 
release, June 29, 2010, http://www.aflcio.org/mediacenter/prsptm/pr06292010.cfm. The AFL-CIO represents 11.5 
million members. 
24 European Metalworkers’ Federation, “EU Free Trade Agreement with South Korea Despite Its Record of Repeated 
Labour Rights Abuse,” press release, March 9, 2009, http://www.emf-fem.org/Press/Press-releases/EU-Free-Trade-
Agreement-with-South-Korea-despite-its-record-of-repeated-labour-rights-abuse. The EMF is an umbrella organization 
representing 75 metalworking unions from 34 countries, with a combined membership of 5.5 million. 
25 European Trade Union Federation Textiles, Clothing and Leather, “ETUF: TCL rises up in protesting against the 
EU-South Korea Free Trade Agreement,” press release, September 18, 2009, http://www.etuf-tcl.org/index.php?s=7& 
rs=home&uid=491&lg=en. 
26 The ranking combines the EU-27 countries into a single market and excludes trade among the individual EU 
countries. The statistics were compiled from the Global Trade Information Services, Inc. (GTI) Global Trade Atlas. 
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Given this, some argue the implementation of a KORUS FTA or a KOREU FTA could provide a 
competitive advantage (a so-called first mover advantage) by displacing the other’s products in 
the South Korean market. There is concern among some U.S. manufacturers that they could find 
themselves at a disadvantage if European goods enter the South Korean market duty-free, or if 
non-tariff barriers are eliminated for EU manufacturers, before U.S. products receive comparable 
benefits. If the KOREU FTA takes effect first, business groups such as NAM claim U.S. 
manufacturers could find themselves locked out of the South Korean market. According to NAM, 

Hundreds of thousands of U.S. jobs depend already on existing exports of manufactured 
products to Korea. We risk those jobs by not moving forward on the KORUS agreement as 
quickly as possible—already the EU is close to implementing their own FTA with Korea, 
which will make their exports far more competitive. We cannot fall behind in crucial markets 
like Korea.27 

Table 1. U.S. and EU Goods Trade with Korea, 2009 
(by leading exports in billions of U.S. dollars) 

HTS Code 

85 

84 

90 

88 

United States 

Total U.S. Goods Exports 

Electrical Machinery 

Machinery 

Medical Instruments 

Aircraft/Spacecraft 

$28.6 

$4.6 

$4.4 

$1.9 

$1.8 

HTS Code 

84 

85 

87 

90 

European Union-27 

Total EU Goods Exports 

Machinery 

Electrical Machinery 

Vehicles, Not Railway 

Medical Instruments 

$29.8 

$8.5 

$3.4 

$2.0 

$1.8 

Source: Statistics compiled from Global Trade Information Service’s Global Trade Atlas and based on two-digit 
harmonized tariff schedule codes, or HTS codes. 

Notes: HTS codes are recognized throughout the world to classify goods in trade for importing and exporting. 
For more information about the harmonized tariff schedule see the United States International Trade 
Commission, http://www.usitc.gov/tariff_affairs/about_hts.htm. 

Notwithstanding a possible first mover advantage, it seems U.S. and EU manufacturers are likely 
to benefit less from their respective FTAs with South Korea when compared with the possible 
gains for South Korean manufacturers in the larger U.S. and EU markets. This is mostly because 
South Korea is a relatively smaller market with 48.6 million consumers and a gross domestic 
product (GDP) of $1.4 trillion. The United States market has nearly 310 million people and a 
GDP of $14.3 trillion, while the European Union market consists of 492 million people with a 
GDP of $14.4 trillion.28 Yet, of the three pending FTAs negotiated by the United States, the one 
with South Korea is the largest. 

So far, no data have been released by the U.S. government comparing the possible trade effects 
on U.S. exporters if the KOREU FTA is implemented before the KORUS FTA. One business 
advocacy group, the U.S. Chamber of Commerce, funded a study which found the United States 

27 Doug Goudie, U.S.-Korea Trade, the Next Phase Toward More Jobs, Exports, National Association of 
Manufacturers, July 2, 2010, http://shopfloor.org/2010/07/u-s-korea-trade-the-next-phase-toward-more-jobs-exports/ 
12586. 
28 Central Intelligence Agency, The World Factbook, https://www.cia.gov/library/publications/the-world-factbook/. 
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could lose 345,017 jobs, $20.3 billion in export sales, and $40.4 billion in U.S. national output 
nationwide if the EU and Canada FTAs with South Korea are enacted and the KORUS FTA is not 
implemented.29 Another estimate produced by the Ways & Means Committee Republican Staff 
found that the United States could lose $1.1 billion in exports to South Korea if the pending 
KOREU FTA is fully implemented and the United States fails to implement the KORUS FTA.30 

A 2007 U.S. International Trade Commission (ITC) study on the KORUS FTA concluded the 
United States likely would import more South Korean products such as motor vehicles and parts, 
textiles and apparel, and footwear if the agreement is implemented.31 The same pattern is forecast 
for Europe. Economic studies indicate South Korea will likely increase its exports of goods to the 
European Union, especially of automobiles and electronics.32 South Korean-built cars exported to 
the European Union could be among the major beneficiaries once the KOREU FTA is 
implemented, as the European Union would eliminate its existing 10% tariff on South Korean-
built cars within three to five years. Other South Korean industrial sectors might also gain market 
share in the European Union. Comparable export and import patterns also mean the KORUS FTA 
and KOREU FTA tackle many of the same issues because U.S. and European manufacturers 
compete directly in various industrial sectors. U.S. and EU consumers also stand to benefit from 
the two pending FTAs as a broader selection of goods, possibly at lower prices, become available 
due to increased trade with South Korea.33 

Competing Automobile Manufacturers 

Motor vehicles are the most controversial manufacturing issue in both agreements because of the 
industry’s importance as a domestic employer and source of innovation, as well as an export 
sector for all three trading partners. A perceived imbalance in motor vehicle imports and exports 
has also raised the motor vehicle profile within the FTAs. In 2009, the United States, Germany, 
and South Korea ranked as the third, fourth, and fifth leading motor vehicle producers, 
respectively, worldwide (behind Japan and China).34 Passenger car production by South Korea’s 

29 U.S.-Korea Business Council, Failure to Implement the U.S.-Korea Free Trade Agreement: The Cost for American 
Workers and Companies, November 2009, http://www.uschamber.com/sites/default/files/reports/0911_fta_korea.pdf. 
This report does not cover the pending bilateral free trade agreement between Canada and South Korea. Negotiations 
on a Canada-Korea Free Trade Agreement (CKFTA) were launched in 2005. In addition, Canada and the European 
Union (CETA) launched FTA negotiations in 2009. 
30 U.S. Congress, House Committee on Ways and Means, Republican Staff with technical assistance provided by the 
U.S. International Trade Commission Staff, America Falling Behind: As Other Countries Complete Trade Agreements, 
American Exporters and Workers Get Left Behind, Results for U.S. Export Sectors that Experience a Decline of at least 
5%, http://republicans.waysandmeans.house.gov/UploadedFiles/Copy_of_America_Falling_Behind_2_analysis.pdf. 
31 United States International Trade Commission, U.S.-Korea Free Trade Agreement: Potential Economy-Wide and 
Selected Sectoral Effects, USITC Publication 3949, Washington, DC, September 2007, pp. xix-xxvi, 
http://www.usitc.gov/publications/docs/pubs/2104F/pub3949.pdf. 
32 Yvan Decreux, Chris Milner, and Nicolas Peridy, The Economic Impact of the Free Trade Agreement (FTA) between 
the European Union and Korea, Report for the European Commission, CEPII/ATLASS, May 2010, p. 8. 
http://trade.ec.europa.eu/doclib/docs/2010/may/tradoc_146174.pdf. 
33 For more information about the economic effects of trade agreements, including consumption gains, see CRS Report 
RL31932, Trade Agreements: Impact on the U.S. Economy, by James K. Jackson. 
34 International Organization of Motor Vehicle Manufacturers, 2009 Production Statistics, http://oica.net/category/ 
production-statistics/. This ranking is based on total motor vehicle production (passenger cars, light and heavy trucks, 
and buses). 

Congressional Research Service 7 

http://www.uschamber.com/sites/default/files/reports/0911_fta_korea.pdf
http://republicans.waysandmeans.house.gov/UploadedFiles/Copy_of_America_Falling_Behind_2_analysis.pdf
http://www.usitc.gov/publications/docs/pubs/2104F/pub3949.pdf
http://trade.ec.europa.eu/doclib/docs/2010/may/tradoc_146174.pdf
http://oica.net/category/


Pending U.S. and EU Free Trade Agreements with South Korea 

four domestic car manufacturers—Hyundai-Kia Motor Group, GM-Daewoo, Ssangyong Motor,35 

and Renault Samsung—was 3.2 million in 2009.36 The Korea Automobile Manufacturers 
Association (KAMA) forecasts passenger car production to increase to 3.3 million in 2010, which 
could allow South Korean carmakers to boost their domestic car sales and their motor vehicle 
exports to both the United States and European Union as well as to other markets.37 

An advantage for South Korean carmakers is they export two-thirds of their domestically built 
cars to the much larger U.S. and EU markets, which are more than 10 times larger than the South 
Korean market. U.S. light vehicle sales totaled 10.4 million units and new passenger car 
registration in the European Union added up to 14.5 million units in 2009.38 This compares with 
the South Korean auto market where U.S. and EU carmakers vie to sell their domestically built 
cars in a considerably smaller market of 1.2 million passenger cars in 2009.39 

A Comparison of U.S., EU, and South Korean Automotive Trade 

As reported by the U.S. Commerce Department’s Office of Transportation and Machinery, the 
United States automotive sector posted a trade deficit of $7.9 billion with South Korea in 2009, 
covering passenger vehicles and light trucks and auto parts.40 This represented nearly three-
quarters of the total U.S trade deficit with South Korea of $10.6 billion. The European Union’s 
trade deficit with South Korea is mainly due to imports of cars and electronics.41 

South Korea’s car industry is export-driven. In 2009, South Korea’s automakers exported over 
60% of its total passenger car production worldwide.42 Passenger vehicles built in South Korea 
are exported to the United States and the European Union in large numbers, even though exports 
were down considerably in 2009 over the previous year largely due to the overall economic 
downturn in the auto market. As shown in Tab le 2 , South Korean carmakers exported just over 
475,000 passenger vehicles and light trucks to the United States in 2009, down 23% over 2008. 
Exports of South Korean cars to the European Union totaled 350,000 units in 2009, a drop of 
22% from 2008.43 

35 The Indian manufacturer, Mahindra & Mahindra, signed a memorandum of understanding in August 2010 to acquire 
a majority stake in Ssangyong Motor. The deal could be completed by November 2010. 
36 Korea Automobile Manufacturers Association (KAMA), Reports & Statistics, Summary, http://www.kama.or.kr/eng/ 
R&s/Rsoften_e?key=Production. Passenger car production covers passenger cars and excludes the production of buses, 
trucks, and special purpose vehicles. 
37 KAMA, Korean Automobile Industry March 2010, April 8, 2010, http://www.kama.or.kr/board/Board?cmd=Detail& 
master_id=months_e&board_id=188. 
38 ACEA, “Passenger Cars: 2009 Registrations Down 1.6% compared to 2009,” press release, January 15, 2010, 
http://www.acea.be/index.php/news/news_detail/passenger_cars_2009_registrations_down_16_compared_to_2008. 
39 KAMA, Reports & Statistics, Domestic Sales, http://www.kama.or.kr/eng/R&s/Rsoften_e?key=INDUSTRY&cmd= 
USER&ymGb=year. 
40 International Trade Administration, U.S. Department of Commerce, Office of Transportation and Machinery, 
“Automotive (Vehicles and Parts) Trade Data, 2000-2010,” http://trade.gov/wcm/groups/internet/@trade/@mas/@man/ 
@aai/documents/web_content/auto_stats_auto_trade_pdf.pdf. 
41 European Commission, DG Trade, South Korea: EU Bilateral Trade and Trade with the World, July 19, 2010, 
http://trade.ec.europa.eu/doclib/docs/2006/september/tradoc_113448.pdf. 
42 American Automotive Policy Council, Facts About the Korean Auto Industry and Economy, Statistical Overview of 
the Korea Automotive Industry/Market & U.S. Trade Relationship, 2010, http://www.aapc.us/industry-facts. 
43 ACEA, Trade, Key Figures, 2010, p. 5, http://www.acea.be/images/uploads/files/ 
20100518_2010_KEY_FIGURES_5_Trade.pdf. 
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