2010 Korea FTA Talking Points
(January 31, 2011)

Background and Basics
· The Korea Free Trade Agreement (FTA) was signed in 2007 and has been awaiting submission to Congress for a vote ever since.
· When passed, the Korea FTA will be the largest since the NAFTA in 1994; adding $10-12 billion to the U.S. GDP annually.
· According to the White House, the Korea FTA will support 70,000 American jobs.

· Failure to pass the FTA will cost the U.S. $35 billion in exports lost and 345,000 jobs.

· Korea is the U.S.' 7th largest trading partner and 9th largest export market.

· Current trade with Korea of $29 billion would receive a 25% boost (an additional $7 billion worth of exports).  The primary increase in U.S. exports would be in:

· agricultural products,

· machinery,

· electronics,

· transportation equipment,

· passenger vehicles and  parts

· Primary imports from Korea would include textiles, apparel, leather, footwear, machinery, electronics, passenger vehicles, and parts.

Some Specifics
· Korea's $1 trillion economy boasts 49 million consumers.

· Current Korean tariffs (taxes) on imports of U.S. automobiles, machinery, equipment, agriculture and food products, will be reduced, some immediately and others over time.

· Services, including air transportation, financial services, hotels, and others will benefit from opportunities in Korea, the 14th largest economy in the world.

Korea FTA Great for Ag
· Korea is already the 5th largest market for U.S. agricultural exports, valued at approximately $5.0 billion in 2010, up from 3.9 billion in 2009.
· Under the Korea FTA, nearly all tariffs on U.S. ag products will be eliminated; making about $3 billion (or 60%) of U.S. ag exports to Korea immediately duty free.

· With the FTA, ag exports are expected to increase by 46%, nearly $1.8 billion dollars a year, largely due to removal of current Korean barriers to U.S. ag products.
· Average Korean tariffs on ag products are 49% while average U.S. tariffs on ag imports are nearer 12-14%.  High Korean tariffs on agricultural imports include:
· 30% or higher on fruits, nuts, fresh veggies, starches, peanuts, vegetable oils, etc.
· 35% or higher on apples, beef, some cheeses, grape juice, pears, grapes, etc.

· Korea also has restrictive quotas on ag imports like honey, potatoes, and barley.

· Under the FTA, half of U.S. ag exports will immediately be duty free, while others will have a 2- or 5-year phase out, or in special cases, a 15-year phase out (beef).
· Commodities that stand to benefit most include:

· Beef

· Corn

· Cotton

· Feed

· Fruits/Veggies

· Hides

· Pork

· Soybeans

· Wheat

· With the Korea U.S. FTA, Korea's 40% tariff on U.S. beef will be eliminated over 15 years.
· The  current commercial agreement with Korea permits exports of U.S. beef under 30 months of age.  In spite of this:

· U.S. beef sales to Korea improved from zero in 2005 to $286 million in 2009.
· Between January and September of 2010, our sales surpassed 2009 at $367 million.
· Korea is our fastest growing beef market: exports were up 136% in volume and 181% in value over the first half of 2009, reaching $383.8 million. 
· Korea will be a major importer of pork following FTA implementation:
· By 2014, more than 90% of U.S. pork exported will be duty-free.

· U.S. pork exports are expected to be worth a total of $870 million.

· The FTA will generate an additional $687 million in pork exports, increasing live hog prices by approximately $10 a head according to Iowa State University economists.

· This expansion in pork exports translates to 9,000 new jobs.
U.S. Losing Competitiveness
· The EU and Korea initiated an FTA with on October 15, 2009 - two years after the U.S. did - and held the signing ceremony on October 11, 2010.

· Unlike the U.S., which hasn't managed to get its Korea FTA in front of Congress for a vote in 3 years, the EU managed to translate it into 21 languages and get the signoff by all of its 27 member states in less than a year.

· According to one study, the Korea-EU FTA will create new trade in goods and services worth approximately $24 billion for the EU.
· The agreement will remove nearly all import duties between the two nations as well as non-tariff barriers to trade.
· Benefits will accrue to agriculture as well as merchandise trade.

· Once all duties are removed, EU exporters will save approximately $2 billion a year over what it would have cost them without an FTA.
Sources:  AFBF, National Milk Producers Federation, National Pork Producers Council,Truth About Trade and Technology, U.S. Chamber of Commerce, FAS/USDA , USTR.
All of which are prime Illinois products and exports!
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