IRSTI 11.25.67

Bongchul Kim', Minkyoung Shin?

"Doctor PhD, Professor, Hankuk University of Foreign Studies,
Korea, Seoul, e-mail: bong625@hufs.ac.kr
PhD student, Al-Farabi Kazakh National University,
Kazakhstan, Almaty, e-mail: shinmink080956@gmail.com

THE PROSPECT OF THE KOREA — EAEU COOPERATION BASED
ON THE POSSIBLE BILATERAL FTA

This research is about the importance of economic cooperation between Korea and Russia and fur-
thermore between Korea and EAEU based on the possible bilateral FTA. Because of Western economic
sanctions and international low oil prices, Russia suffered economic hardships. As a solution to this situ-
ation, Russia is seeking new economic partners in the Asia-Pacific region with a policy of New East Asia
Policy. As a result, EAEU is moving not only to expand its membership but also to strengthen economic
cooperation with countries in the Asia-Pacific area. Recently, Russia’s economic relations with the Asia-
Pacific region, which is leading the EAEU, have steadily developed. In the meanwhile, Korea is facing
a number of challenges under escalating economic uncertainty around the world. Korea will need to
diversify its partnerships with emerging economies and reduce its economic dependence on the Chinese
market. In these days, the Free Trade Agreements (FTAs) became the most popular preferential law style
in various types of international economic agreements. In 2016, Korea and EAEU completed a joint
study on the feasibility of concluding a free trade agreement. The EAEU member countries have shared
a common consensus on the need to promote industrial cooperation through the expansion of EAEU
investment by Korean companies beyond the limits of traditional FTAs. However, in comparison with the
necessity and importance of FTA negotiations between Korea and EAEU, there are relatively few studies
and researchers on the field of economic cooperation between Korea and EAEU. This research contrib-
utes to suggest way to strengthen economic cooperation between Korea and EAEU countries. This paper
starts from the basic explanations of information on the FTAs in Korea, Russia and the EAEU and analyses
the current statues of Korea and the EAEU economic cooperation. In order to carry out this research, the
primary data such as documents related to the EAEU and the Intergovernmental Treaty Concerning the
FTA were analysed. It also conducted statistical analysis through institutional and government reports
related with EAEU and FTA.
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Exi >xaKTbl epKiH cayAa TypaAbl KeAicim HerisiHaeri
Kopesi men EDO apacbiHA@Fbl bIHTBIMAKTACTbIK, NEPCNeKTUBAChHI

byr 3eprtTey Kopes MeH Peceir apacbiHAaFbl, coHpai-ak, Kopes meH EDO apacbiHpaafbl
3KOHOMMKAABIK, bIHTbIMAKTACTbIKTbIH MaHbI3Abl €Ki >KaKTbl epkiH cayAa TypaAbl KeAiCiM HeridiHae
>KY3€re acbIpbIAYbIHbIH MaHbI3AbIAbIFbI TYPaAbl GOAAbI. BaTbICTbIH 3KOHOMMKAABIK, CAHKLMSIAQPbIHA YKOHE
XaAbIKAPaAbIK, MyHai 6aracblHbIH TOMEHAeYiHe 6ariAaHbICTbl Pecei 3KOHOMUKAABIK, KMbIHABIKTapFa Tar
60Aabl. Ocbl XafaanaaH wWbiFy ywiH Pecen >Xana-LUbirbic A3uns casicatbiMeH A3usi-TbiHbIK, MYXMTbl
aMarbIHAQ >KaHa 3KOHOMMKaAbIK, cepikTecTep i3aenai. HatuxkeciHae EDO MyLueAikTi keHenTyre FaHa
emec, coHAar-ak A3us-TblHbIK, MYXMT aliMaFblHAQFbl €AAEPMEH DKOHOMMKAABIK, bIHTbIMAKTACTbIKThI
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HblFaMTyFa Aa yMTbiAnaAbl. CoHFbl yakbiTTa Peceiiain EDO  6ackapatbiH  A3us-TbiHbIK,  MYXMTbl
arMarbIMeH 3KOHOMMKAABIK, 6ariAaHbICTapbl TYpakTbl Aambin keaeAi. CoHbimeH Gipre, Kopesi aaemaeri
SKOHOMMKAAbIK, OEArici3aikke KapamacTaH 6ipkarap KubiHAbIKTapFa Tar Goaaabl. Kopesi aamytubl
eAAEPMEH CepiKTEeCTIKTI apTapanTaHAblpyFa oeHe KbiTalt HapblFblHA 3KOHOMMKAABIK, TOYEAAIAIKTI
TeMeHAeTYyre Typa KeAeAi. byriHri KyHi epkiH cayaa keaicimaepi (FTA) XaAblKapaAblK, 3KOHOMMKAABIK,
KEAICIMAEPAIH OPTYPAI TYPAEPIHAE €H TaHbIMaAbl 3aHrepAik CTUMAI 60AAbl. 2016 >kbiabl Kopesi meH
ED0 epkiH cayaa TypaAbl KEAiCiM >acacy TypaAbl OipAecKkeH 3epTTeyAi askTaabl. EDO-ra mylue easep
A9CTYpAi ECK-H KocnaraHaQ, KopesiAblK, KoMnaHMgaAapAblH, EDO-Fa MHBECTULMSAQPbIH KEHENTY apKblAbl
OHEpPKACIMTIK bIHTbIMAKTACTbIKTbl AAMbITY KQXKETTIAIT| TypaAbl opTak, nikipre keaai. Aaaraa, Kopest meH
E20 apacblHAaFbl epKiH cayAd KeAICCO3AEPIHIH KAXKETTIAINT MeH MaHbI3AbIAbIFbIMEH KaTap, Kopes MeH
E90 apacbiHAaFbl 3KOHOMMKAAbIK, bIHTbIMAKTACTbIK, CAAACbIHAQFbI CAAbICTbIPMaAbl TYPAET| 3epTTeyAep
eTe a3. bya 3eptrey Kopes meH EDO eapepiHiH apacbiHAAFbl 3KOHOMMKAABIK, bIHTbIMAKTACTbIKTbI
HbIFANTY >XXOAAAPbIH YCbIHYFa kemekTeceai. bya Kyxat Kopes, Peceir xxeHe E9O apacbiHAaFbl epKiH
cayAa TypaAbl KeAiCIMAEp TypaAbl Herisri TycCiHikTemeaeH 6acTaraabl xoHe KopesiHbiH Kasipri
>KarAalbiH keHe EypasusiAblK 3KOHOMMKAABIK, KOFAMAACTbIKTbIH 3KOHOMMKAABIK, bIHTbIMAKTACTbIFbIH
TarparAbl. 3epTTey 6apbicbiHaa E9O mMeH YkimeTTik KeaiciMre KaTtbICTbl Ky>KaTTap CUMsSKTbl GacTankbl
AepekTep TarpaHabl. CoHpan-ak, oA EDO meH ECK Typaabl BEAOMCTBOABIK, K&He YKIMeTTIK ecentep
LIeHOEepPiHAE CTaTUCTMKAABIK, TAaAAQY XKACaAbl.

Tyiin ce3aep: EpkiH cayaa keaicimi, Eypasusabik 3KOHOMMKaAbIK, 0AaK, (EDO), 3KOHOMMKAABIK,
bIHTbIMaKTacTbIK, Kopes, Peceit.
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lNepcnekTuBbl coTpyaHuuecTBa Kopes-EADC
Ha OCHOBe BO3MOXXHOro ABycTtopoHHero CCT
(CoraaLueHust 0 CBOGOAHOI TOProBAe)

B AaHHOM paboTe BbISIBAEHbl BaXXKHOCTM 3KOHOMMYECKOrO COTPyAHMYeCTBa MexAy Kopeent u
Poccunernt, a Takoke mexxay Kopeeit n EASC Ha ocHoBe Bo3MoykHOro aAByctopoHHero CCT. 13-3a 3anaaHbIx
3KOHOMMYECKMX CaHKLIMA M HU3KMX MMPOBLIX LeH Ha HedTb Poccusa umcnbiTbiBana 3KOHOMMYeECKMe
TPYAHOCTU. B KauecTBe BbIXOAQ M3 CAOXKMBLUENCS CUTyauun Poccusa ulieT HOBbIX 3KOHOMMYECKMX
napTHEPOB B A31aTCKO-MXOOKEAHCKOM permoHe ¢ noAnTrnkon HoBoi BocTtouHoasmnaTckom MoAnTrkm.
BcaeacTtBue atoro, EASC ABMXKETCS He TOAbKO K PacCLUMPEHMIO YAEHCTBA, HO M K YKPEMNAEHMIO
9KOHOMMYECKOrO COTPYAHMYECTBA CO CTpaHamm A3MaTCKO-TMXOOKEeaHCKOro pervoHa. B nocaeaHee
BPEMS YCTOMYMBO PA3BMBAIOTCH 3KOHOMMUECKMe OTHoweHus Poccum ¢ A3matcko-TMXOOKeaHCKMM
pPEermoHoOMm, KOTOpble 9BASIOTCS rAaBHbIMK B AesiTeAbHOoCTU B EADC. B To e Bpemst Kopes cTtankmBaeTcs
C PSIAOM MPOBGAEM B YCAOBMSIX ICKAAALLMM IKOHOMMYECKOW HEOMPEAEAEHHOCTU BO BCeM mMupe. Kopee
HEOOXOAMMO OYAEeT AMBEpPCUUUMPOBATL CBOM MapTHEPCKME OTHOWEHUS C  Pa3BMBAIOWMMMCS
CTpaHaMM M YMEHbLUUTb CBOIO 3KOHOMMYECKYID 3aBMCMMOCTb OT KMTAMCKOro pbiHKA. B 3TM AHM
coraaweHunst o ceoboaHoi Toproeae (CCT) cTaan HanboAaee NOMyAsipHbIM CTUAEM NpedhepeHLIMaAbHOMO
npaBa B Pa3AMUHbIX BMAAX MEXAYHAPOAHbIX 3KOHOMMYECKMX corAaweHuin. B 2016 roay Kopest n
EASC 3aBeplimAM COBMECTHOE MCCAEAOBAHME O LEAECOOOPA3HOCTM 3aKAKUEHMS COTAALLIEHMSI O
cBoboaHOM ToproBae. CrpaHbl-uaeHbl EASC npULLAKM K eAMHOMY MHEHMIO O HEOOXOAMMOCTU Pa3BUTUS
NMPOMbILLAEHHOM KOOoNepauuu Ny Tem pacluMpeHms MHBECTULMI KOPecKnx Komnanmin B EASC 3a npeaeAbl
TpaarumoHHbix CCT. OaHAKO, MO CpaBHEHMIO C HEOOXOAMMOCTbIO M BaXKHOCTbIO neperoBopos o CCT
mexay Kopeeit 1 EASC, uccaep0BaHMI M CCAeAOBaTeAEN B 0OAACTM SKOHOMUYECKOTO COTPYAHMYECTBA
mexay Kopeeit 1 EASC 0THOCMTEABHO HEMHOIO. AaHHOE MCCAEAOBAHME MO3BOASET MPEAAOKNUTH MyTH
YKPEnAeHMs 3KOHOMMYECKOro COTpyAHM4YecTBa mexay Kopeeit n ctpaHamm EADC. AaHHasg ctatbs
Ha4MHaAEeTCs C OCHOBHbIX pasbscHenni nHdopmaumnmn o CCT B Kopee, Poccumn 1 EASC n aHaam3upyet
Tekywme craTycbl Kopen u 3koHOmmuyeckoro cotpypaHuyectBa EADC. AAS MpoOBeAEHWS AQHHOMO
MCCAEAOBAHMS BbIAM MPOAHAAM3MPOBAHbI MEPBUYHBIE AQHHbIE, TakMe Kak AOKYMEHTbl, CBS3aHHble C
EASC 1 mexnpaButeabcTBeHHbIM AoroBopom o CCT. Takxke OblA MPOBEAEH CTAaTUCTUUYECKMIA aHaAM3
yepes MHCTUTYLIMOHAAbHbIE 1 NPaBUTEAbCTBEHHbIE OTUeTbl, CBSI3aHHble ¢ EADC 1 3CT.

KatoueBbie caoBa: CoraauieHune o cBoboaHor Ttoproeae (CCT), EBpasmickmin SKOHOMUYECKMI CO03
(EA2C), akoHoMMueckoe coTpyaHuyecTBo, Kopes, Poccus.
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Introduction

Although the Multilateral system are still funda-
mental (The main ideas of a multilateral economic
laws normally based on the principle of non-discrim-
ination, all members of a laws are bound to grant
as favourable treatment to each other as they give
to any other member, for example, Most Favoured
Nation (MFN) status), the Preferentialism is promi-
nent in the economic structure of the international
community. Many parts of economic cooperation
are recently performed under the Preferential Trade
Agreements (PTAs) these days. PTAs can be de-
fined here in accordance with the terms of the WTO
as ‘trade agreements between two or more customs
territories where the trade barriers are reduced or
eliminated.” It may provide preferable treatment to
the partner countries than third countries (Discrimi-
natory liberalisation might be attractive for coun-
tries that seek to reap gains from trade in product
areas where they cannot compete internationally).

The Free Trade Agreements (FTAs) became the
most popular preferential law style in various types
of international economic agreements. Although
many of the FTA issues are still concentrated in the
economic field, some FTA partners are also devel-
oping new functions in their international laws for
non-economic field. With such aspect, the interna-
tional laws can work as an important new engine to
boost further cooperation between partners, eventu-
ally expanding the topics.

Korea basically has joined many types of multi-
lateral economic agreements. Then, this small coun-
try also made several FTAs with its major economic
partners since 2000s. Although Russia has a good
position to start the role in the WTO rules, the state
is still in favour of preferential system. Many Rus-
sian FTA partners were mainly CIS members or oth-
er neighbours such as Kazakhstan. EAEU is one of
the major preferential economic cooperation system
in the area. Russia may take non-CIS or neighbour-
ing partners for their FTAs such as Korea.

Established in January 2015, the Eurasian Eco-
nomic Union (EAEU) set a grand vision to create a
«Eurasian Union» resembling the European Union
by 2025 through a multi-stage integration plan. The
EAEU consists of five countries — Russia, Kazakh-
stan, Belarus, Kyrgyz Republic and Armenia — with
180 million people and a combined GDP of 1.48
trillion dollars. Currently, free movement of goods,
services, capital and labour is guaranteed within the
region. The members of the EAEU are planning to
integrate the drugs and medical market by 2017, the
electric power market by 2019, and the oil and gas
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market by 2025. EAEU membership is expected to
expand, namely with the accession of Tajikistan,
and the scope of partnership is also likely to extend
out toward the APEC region.

The world powers such as China, the United
States, and Europe are paying attention to the eco-
nomic value of the EAEU market. Korea’s nearest
neighbour, China, is promoting economic coop-
eration and investment with the EAEU countries
through the Silk Road Economic Belt policy. Previ-
ous research on economic cooperation and integra-
tion between China and EAEU has also been car-
ried out steadily like «Central and Eastern Europe in
Building the Silk Road Economic Belt» (Liu, 2014),
«The Eurasian Economic Union and the Silk Road
Economic Belt» (Gussarova, Aminjonov, Khon,
2017) and «China’s belt and road initiative and the
Eurasian economic union: integrating the integra-
tions» (Svetlicinii, 2018). In consequence of these
kinds of efforts as part of the Astana Economic Fo-
rum, representatives of the EAEU and China signed
an agreement on trade and economic cooperation on
May 17 2018. The document sets a high standard of
regulation in various fields such as facilitation of the
international trade procedures as well as protection
of intellectual property rights. The priority coopera-
tion areas are agriculture, energy, transport, infor-
mation technology infrastructure and financial sec-
tor. The Chinese partners were offered 40 projects
related to the transport industry.

In the meanwhile, Korea is facing a number of
challenges under escalating economic uncertainty
around the world. Protectionism in trade is spread-
ing worldwide with the launch of the Trump ad-
ministration, and China has engaged in economic
against the deployment of a THAAD missile system
in Korea. In addition, Korea has to escape from the
geographical isolation imposed by the division of
the Korean Peninsula. Responding to these develop-
ments, Korea will need to diversify its partnerships
with emerging economies. Strengthening coopera-
tion with the northern Eurasian countries, and se-
curing new economic growth engines to replace old
ones, will be a way for Korea to overcome the cur-
rent challenges. Indeed, the EAEU can be an attrac-
tive partner as a window of new economic coopera-
tion in developing future-oriented relations between
Korea and the northern Eurasian countries.

In 2016, Korea and EAEU completed a joint
study on the feasibility of concluding a free trade
agreement (FTA). The EAEU member countries
have shared a common consensus on the need to
promote industrial cooperation through the expan-
sion of EAEU investment by Korean companies be-
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yond the limits of traditional FTAs. For this reason,
it is even more important that Korea conducts in-
depth studies to find ways to strengthen economic
cooperation with Russia and other EAEU countries.
Therefore, KOTRA (Korea Trade-Investment Pro-
motion Agency) is constantly analysing CIS mar-
ket and updating market reports like «2015 the
market entry strategy: CIS Region», «Current state
and market entry strategy of CIS large-scale distri-
bution», «Progress and prospects of the Korea-EU
FTA conclusion», «kExpansion of Eurasian Econom-
ic Cooperation and Korea’s Investment and Trade
Strategy», etc. to help Korean companies who want
to enter CIS markets.

However, in comparison with the necessity and
importance of FTA negotiations between Korea and
EAEU, there are relatively few studies and research-
ers on the field of economic cooperation between
Korea and EEAU. This paper starts from the basic
explanations of information on the FTAs in Korea,
Russia and the EAEU and analyses the current stat-
ues of Korea and the EAEU economic cooperation.
It investigates the economic relationship among the
countries and discusses how we can continue to im-
prove the economic relationship by reviewing the
policies toward each other. Then, it moves to the
issues on the possibility of the Korea-EAEU FTA.
The proposals or some hints for the FTA are pro-
vided as the final step in the study.

In order to carry out this research, the primary
data such as documents related to the EAEU and
the Intergovernmental Treaty Concerning the FTA
were analysed. It also conducted statistical analysis
through institutional and government reports related
with EAEU and FTA.

Korean FTAs

Many countries can use PTAs as a vehicle for
promoting deeper integration of their economies.
This deeper integration covers PTA provisions deal-
ing with product and market regulations such as
standards and competition policies, environment
and labour. Furthermore, it reaches the area of prop-
erty rights such as protection of intellectual prop-
erty, other intangible assets as well as physical and
financial investments. Particularly with regards to
trade in services, preferential access by an PTA may
enable a supplier to steal an irreversible march on
the competition.

The Asian Financial Crisis in the late 1990s
provided the momentum to promote PTAs in Ko-
rea. The country intended to utilise the preferential
rules in promoting qualitative growth of their eco-

nomic system. Therefore, the government expected
that their PTAs could be used as the ‘legal infra-
structures’ for their recovery from the crisis with the
systemic reforms including the domestic economic
rules. In fact, they have improved many types of
domestic laws following the international standards
with their PTAs. The country has established many
FTA relations as their PTAs with various partners
such as Chile, Singapore, EFTA, EU, ASEAN, In-
dia, Peru, Colombia, Turkey, the US and Australia,
New Zealand, Vietnam and even China.

The Korea-Chile FTA is the first FTA for Ko-
rea in 2002. The road toward an FTA taught Korea
some hard lessons. On the one hand, the government
faced domestic opposition and on the other, it had to
resolve issues of disagreement with the counterpart
country. In preparing for a future FTA, it is important
to gain a thorough understanding of the Korea-Chile
FTA process, and the problems it faced from incep-
tion to its conclusion (Chung, 2003). Then Korea ex-
pected that the Korea-Singapore FTA can strengthen
the foundation for Korean industries to make inroads
into the East Asians markets (Moreover, Singapore is
an international hub for business, finance and distri-
bution and is increasingly becoming a target invest-
ment country for multinational companies).

The Korea-ASEAN FTA consists of four parts
including Framework Agreement and Trade in
Goods. The FTA created a strategic coalition that
can mitigate any adverse effects arising from the
acute China-Japan rivalry in the Southeast Asian
region. The Korea-ASEAN FTA created a strategic
coalition that can mitigate any adverse effects aris-
ing from the acute China-Japan rivalry in the ASE-
AN market. Furthermore, the FTA is enabling both
economies to reform their agricultural and industrial
sectors. The partners believe that the FTA can be
useful as the legal infrastructure for their economic
benefits and even other cooperation.

The Korea-US FTA concluded in 2007 (Al-
though the FTA has been completed and enjoyed
strong support from business in both countries, the
ratification debate in the two countries was conten-
tious) (Lee, 2007). However, it is controversial be-
cause the reforms required by the FTA will increase
competition for the firms, workers and farmers of
Korea and the US and thus will require adjustment
(Jeffrey, 2007). The Korea-US FTA drew mixed re-
actions from the big competitors in the international
economic stage. The FTA may give a boost to Ko-
rea’s credit rating and a competitive advantage over
China and Japan (Klinger, Kim, 2007). The Korea-
US FTA also accelerated the Korea-EU FTA nego-
tiations.
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Russian PTAs

Russia has bilateral FTAs on trade with most
CIS countries. Furthermore, Russia is a party to sev-
eral regional arrangements in the Post-Soviet space.
Russia has signed bilateral FTAs with many CIS
states such as Azerbaijan, Kazakhstan, Uzbekistan,
Armenia, Kyrgyzstan, Moldova, Ukraine and Geor-
gia (Russia suspended Ukraine’s status beginning on
January 1, 2016.). The Russia-Belarus relation was
the deepest bilateral integration. After the creation
of an Economic and Monetary Union, they decided
to proceed further and a Russian-Belarusian agree-
ment on integration was signed (The agreements call
for the creation of a common economic sphere, with
a common currency and a unified tariff and trade
policies in the future) (Roberts, Wehrheim, 2001).

The Eurasian Economic Community (EurAsEC)
agreement was made by Belarus, Kazakhstan, Kyr-
gyzstan, Russia, and Tajikistan in 2000. The crea-
tion of a common economic space between the CIS
countries of Russia, Ukraine, Belarus, and Kazakh-
stan was created in 2003 and they signed the Agree-
ment on the formation of a Single Economic Space
(The Concept of this single economic space is simi-
lar to the EurAsEC).

The Russia-Serbia FTA has made Serbia particu-
larly attractive to foreign investors and manufacturers
since 2000. The list of products not covered by the duty
free agreement is updated annually. The FTA amended
in 2009 and the list of items excluded from free trade
regime was further modified. The accord is the first
such agreement Russia has signed with any country
outside the CIS. It can be said that Black Sea Eco-
nomic Cooperation (BSEC) is the largest and strongest
PTA among the Russia’s cross-regional PTA. Russia
also signed the FTA with Vietnam in 2015.

The regional countries discussed how to cre-
ate an area where persons, capital and goods would
move freely, where initiatives for cooperation
would come from down to upwards vertically rather
than vice versa, thus the area allows roles for states
as arranging the legal framework for such coopera-
tion. Russia should pursue its policy of following
the WTO rules. Concerning the PTAs, the best op-
tion for Russia is to try and build its own regional
economic bloc that would be made out of the willing
CIS member countries. Their sheer sizes make this
strategy the only possible option in the near future.

EAEU

Russia, Belarus and Kazakhstan signed an
agreement forming a customs union, the ultimate
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goal being to create a single common market. The
Eurasian Economic Union (EAEU) was launched in
2015, which incorporates the regulations previously
set forth in the Russia-Kazakhstan-Belarus Customs
Union. The accession of Armenia and Kyrgyzstan
into the EAEU came into force in 2015.

Established in January 2015, the Eurasian Eco-
nomic Union (EAEU) set a grand vision to create a
«Eurasian Union» resembling the European Union
by 2025 through a multi-stage integration plan. The
EAEU, like the European Union, is designed to de-
velop the degree of economic integration at a very
high level. The EAEU consists of five countries —
Russia, Kazakhstan, Belarus, Kyrgyz Republic and
Armenia — with 180 million people and a combined
GDP of 1.48 trillion dollars. Currently, free move-
ment of goods, services, capital and labour is guar-
anteed within the region. The members of the EAEU
are planning to integrate the drugs and medical mar-
ket by 2017, the electric power market by 2019, and
the oil and gas market by 2025.

Since the launch of Putin’s third term in 2012,
Russia’s New East Asia Policy has accelerated,
and EAEU is moving not only to expand its mem-
bership but also to strengthen economic coopera-
tion with countries in the Asia-Pacific area (Park,
2013). Recently, Russia’s economic relations with
the Asia-Pacific region, which is leading the EAEU,
have steadily developed. Until the mid-2000s, Rus-
sia’s foreign trade was highly dependent on Europe,
but the proportion of foreign trade with the Asia-
Pacific region increased sharply as the Putin govern-
ment actively promoted the New East Asia Policy.
As shown in [Figure 1], while the share of Europe
in foreign trade in Russia decreased from 54.3% to
42.7% in 2006~18, the share of APEC steadily in-
creased from 17.1% to 31.0%. The trend is expected
to continue.

President Putin presented a grand idea of the cre-
ation of a large economic community linking EAEU,
the Shanghai Cooperation Organization (SCO) and
ASEAN (Association of South East Asian Nations)
in his annual speech on December 4, 2015. Further-
more, he proposed that Russia and EAEU should
establish a Greater Eurasia or Greater Eurasian Part-
nership relationship with China, India, Pakistan, the
CIS and several other countries at the speech of the
General Assembly of the International Economic
Forum in St Petersburg (SPIEF2016) in June 2016.

As mentioned above, Putin wants to expand the
scope of SCO, including India, Pakistan and Iran
based on strategic cooperation with China. On the
other hand, he has a policy of expanding and devel-
oping the concept of cooperation with the Eurasia
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based on EAEU. In the process, the role and pres-
ence of EAEU led by Russia in the Asia-Pacific re-
gion including Northeast Asia will be strengthened
steadily.

Meanwhile, the EAEU is planning to expand its
membership to other countries such as Tajikistan
in the former Soviet Union, and has signed an FTA
with other countries and regions to strengthen its
integration with the world economy. Since EAEU
signed an FTA agreement with Vietnam in May
2015, the EAEU intends to develop economic co-
operation with ASEAN and other Asian countries.
Moreover, agreement on trade and economic coop-

eration between the EAEU and China was signed
on May 17 2018 within the framework of the Astana
Economic Forum. It is currently discussing the sign-
ing of a free trade agreement with Egypt, Cambo-
dia, India, Peru and Chile, and discussions are un-
der way to conclude an FTA with ASEAN, which
includes Vietnam. Mongolia and Singapore are in
the process of joint research on the feasibility of the
FTA and completed joint research with Korea in
2016. In addition, Syria, Pakistan, Jordan, Albania
and Serbia are considering the promotion. EAEU’s
global economic integration is expected to acceler-
ate in the future.

Changes in Russia's foreign trade by region
(EU and APEC)

60
Y SO
5= = e o 504 49 e AR=F -48 6
= "
40
-sn_=|—-—l-'2_“ 2 2.|r 4.|r3 _2-—%'8
20 l?r_l___._;_.‘}r_, rav; z7
0
2006 2007 2008 2009 2010 2011 2012 2013
—FU(%) = APEC(%)
Figure 1

Source: Russian Federal Customs Service, http://www.customs.ru

Korea-EAEU economic cooperation status
(Focusing on trade section)

On November 27, Seoul hosted the meeting,
where the Minister for Trade of the Eurasian Eco-
nomic Commission Andrey Slepnev and the Minister
for Commerce, Industry and Energy of the Republic
of Korea Yoon Sang-jick have signed a Memoran-
dum of Cooperation between the Eurasian Economic
Union (EAEU) and the Republic of Korea.

In 2016, Korea and EAEU completed a joint
study on the feasibility of concluding a free trade
agreement (FTA). The EAEU member countries
have shared a common consensus on the need to
promote industrial cooperation through the expan-
sion of EAEU investment by Korean companies be-
yond the limits of traditional FTAs. For this reason,
it is even more important that Korea conducts in-
depth studies to find ways to strengthen economic

cooperation with Russia and other EAEU countries.

Economic cooperation between Korea and
EAEU member countries has been growing for the
past 20 years but has not yet reached the potential.
Economic cooperation with Russia is relatively ac-
tive among the five EAEU member countries, but
trade relations between the two countries have de-
creased markedly since 2014.

In the same vein, trade relations between Korea
and EAEU fell sharply after peaking in 2014. This
is mainly due to the economic downturn in Russia
due to low oil prices and western sanctions in 2014.
As Russia underwent a recession, the economies of
the EAEU member countries, which have close eco-
nomic relations with Russia, became difficult, and
the amount of trade between Korea and the EAEU
member countries was greatly reduced. Table 1
below summarizes Korea’s EAEU Trade Status in
2016.
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Table 1 — Korea’s EAEU Trade Status in 2016 ($ 1,000 per unit, %)

Ranking Country Export amount Amount of income | Aamount of trade Ratio of trade
15 Russia 4,768,751 8,640,613 13,409,364 1.487
77 Kazakhstan 364,129 285,295 649,424 0.072
135 Belarus 28,469 37,163 65,632 0.007
136 Kyrgyzstan 63,763 556 64,319 0.007
178 Armenia 7,457 3,733 11,190 0.001
World 495,425,940 406,192,887 901,618,827

In the trade between Korea and EAEU, Rus-
sia occupies a very high share of 93 ~ 94%. Russia
mainly exports energy resources such as petroleum,
petroleum products, natural gas, coal, and LNG, and
the share of raw materials in total exports is 34.3%
and imports pharmaceuticals, transmission equip-
ment, aircraft, automobiles, and digital automatic
data processing equipment. Korea’s major export
items to Russia in 2016 include railway or track
vehicles, related parts, boilers and machinery and
related parts, electrical equipment, plastics, steel
products, rubber, optics, metal, etc. Korea’s major
import items from Russia are mainly energy, marine
products, steel, aluminium, metals and non-metallic
mineral resources, and precious metals.

Among EAEU member states, Kazakhstan is the
second largest economic partner of Korea after Rus-
sia. Since 1992, trade between Korea and Kazakh-
stan has been on the rise. The trade volume between
the two countries reached a peak of about 1.47 bil-
lion dollars in 2014, but after that, the amount of
trade declined due to the low oil prices and deterio-
ration of the Russian economy. Korea has continued
to trade surplus with Kazakhstan since 1997, except
for 2008. Major export items of Korea to Kazakh-
stan include steel products, boilers and machinery,
electrical equipment, railway and track vehicles and
related parts, chemical industrial products, plastics,
optical instruments and building materials. Korea’s
major imports from Kazakhstan mainly consist of
raw materials such as steel, metal and non-metal
minerals, and plant seeds.

Korea is active in trade with the Kyrgyzstan,
which is relatively geographically closer than Ar-
menia and Belarus. Trade between Korea and the
Kyrgyzstan began in 1992, and Korea has been con-
sistently dominating the Kyrgyzstan and trade since
1994. The trade volume between the two countries
increased rapidly in the 2000s and peaked at about
§$ 164 million in 2013. Since then, Kyrgyzstan has
been experiencing a slowdown due to the deteriora-
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tion of the Russian economy and has experienced a
decline in trade with South Korea as well as a de-
crease in total trade.

Major export items of Korea to Kyrgyzstan
are light industry products and machinery such as
textile, railway or track vehicles and related parts,
boilers and machinery, tobacco, plastic, cosmetics
and human hair products. The main import items of
Korea from Kyrgyzstan consist of agriculture prod-
ucts and their processed products, electric applianc-
es, mainly agricultural products and manufactured
goods.

The Future way for the Korea-EAEU
economic partnership with the PTA talks

The goals of the Russian economic policy are
to establish a diversified new economy through the
development of competitive industries, progression
of the services industry, and enhancement of the ef-
fectiveness of agriculture. The government hopes to
expand economic cooperation with Northeast Asian
countries for the goals. Russia also expects the co-
operation of Northeast Asian countries in develop-
ing resources and marine routes in its polar regions
(Vladimir, 12).

This situation can provide an opportunity for
Korea. There is a need to focus on the technology-
related industries that the Russian government plans
to strategically develop. Manufacturing-related in-
dustries such as the automobile, ICT, and shipbuild-
ing industries which Russia has focused on in terms
of development and medical services industries can
be regarded as promising fields in terms of the pos-
sible cooperation.

The Russian government has recently made ef-
forts to develop industrial clusters as a part of its in-
novative policy. Consequently, Korea’s own experi-
ences establishing industrial clusters can serve as a
useful tool for fostering Korea-Russia industrial co-
operation. Sharing Korea’s policy experiences and
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successful cases of regional and sectoral industrial
clusters with Russia as a part of inter-government
and local government exchanges can help induce the
expansion of economic cooperation in terms of pro-
jects such as the establishment of infrastructure and
related services industry.

As we have seen, mutual trade and investment
cooperation between Korea and EAEU has been
relatively steady, except for temporary slowdown
due to the global financial crisis that occurred in the
second half of 2008. However, the trade between
Korea and EAEU peaked in 2014 and continued to
decline until 2016. The reasons for the recent trade
decline between Korea and EAEU are as follows.
First, Russia accounts for more than 90% of Korea’s
EAEU trade. In the wake of the Russian Crimean
peninsula merger in early 2014, Western econom-
ic sanctions and international low oil prices have
drastically reduced South Korea’s trade in the real
world, which has naturally reduced trade with the
EAEU (KOTRA, 2018). Another cause of trade de-
cline is found in the monotonous trade structure. In
other words, when we look at the import and export
items between Korea and EAEU member countries,
there is a tendency to focus on some items. Espe-
cially, these characteristics are stronger in Korea’s
major EAEU import items centering on raw mate-
rials or mineral fuels, which implies that obstacles
can arise in forming a complementary cooperation
relationship between the two industries. In order to
escape from this situation, Korea should expand its
trade with EAEU and diversify its trade structure
(Lee, 2015).

There is a high expectation for a win-win out-
come of the partnership between the two partners
Korea and EAEU. By understanding the situations
and policies of the countries, the Korean government
needs to cope with finding substantial and realistic
measures such as partnership for developing the Far
East rather than a rapid change in policies. Especial-
ly, EAEU member including Russia is likely to seek
and pursue ‘EAEU-South Korea-North Korea eco-
nomic cooperation not only for practical profit but
also for political influence. It is expected that EAEU
member countries such as Russia and Kazakhstan
will reinforce cooperation within the area to develop
their economy gradually.

Concluding remarks

After Russia’s joining the WTO, it is carefully
expected that Korea and Russia can start the talk on
the bilateral FTA (Korea and Russia established the
joint research group to conclude the BEPA (Bilateral

Economic Partnership Agreement) in 2007. Howev-
er, it had stopped due to different points). They can
prepare a base for stable economic cooperation with
the FTA. In addition, Korea can expand its market to
CIS with the FTA. Korea will take good opportuni-
ties to expand agricultural sectors and enhance food
security by investing agricultural infrastructure. The
Russian government concentrates on economic de-
velopment in Far East area and established Depart-
ment of Far East Development under its federal gov-
ernment (Chung, 2012).

The discussion on the Korea-Russia FTA is
naturally the topic of the Korea-EAEU FTA talk.
Russia is a member of the EAEU and the other
EAEU members can make more benefits from the
goal of the FTA considering the recent economic
relationship with Korea. According to the rules of
the EAEU agreement, the economic bloc must es-
tablish the preferential economic cooperation sys-
tem with a third country for the benefits of whole
members.

Korea expects a deeper relationship with the
EAEU members regarding not only economic mat-
ters but also political issues. Since Korea imports
almost all the natural resources and Russia is one
of the main resource exporting countries, these two
countries needs are closely met. At the same time,
surrounding Korean Peninsula, the political issue,
especially the North Korean nuclear issue, may af-
fect the relationship between Korea and Russia.

The Korea-EAEU FTA has enough possibili-
ties. The FTA can build better economic relations
with many benefits to the parties. Furthermore, the
FTA relation will provide huge impact to the politi-
cal situations in Korean peninsula and the Far East
area. However, the partners must consider some
points for more effective FTA and their coopera-
tion. Sometimes, the points are related to the sensi-
tive fields.

Although trade and investment cooperation
between Korea and EAEU has decreased in recent
years, it is expected to expand gradually in the fu-
ture. First, as international energy prices have stabi-
lized recently, the economies of Russia, Kazakhstan
and other EAEU countries are expected to show a
recovery. Recently, the foreign trade of EAEU, led
by Russia, has gradually increased its share with
Asia Pacific countries. In addition, after the EAEU
entered into a Free Trade Agreement (FTA) with
Vietnam in October 2016, it is expected to expand
trade between Korea and EAEU as it is expanding
to ASEAN. Therefore, Korea needs to strategically
expand and strengthen economic cooperation with
EAEU through institutional and environmental
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foundation at the government level and prepare for
international flow.

In addition, in order to promote economic coop-
eration between Korea and EEAU, it is important to
establish an environmental basis for the conclusion
of the Korea-EAEU Free Trade Agreement (FTA).
If Korea concludes an FTA with EAEU, which Rus-
sia plays a pivotal role, it will not only form a new

strategic cooperation relationship with the Eurasian
value chain system, but will also contribute to the
creation of a new Eurasian growth space. In other
words, the Korea-EEA FTA will become a window
of opportunity to advance into the Asia-Pacific re-
gion of EAEU countries, including Russia, and will
be a window of opportunity for Korea to enter the
Eurasian region.
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