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the united states and south Korea have put into 
place a framework for fruitful economic part-

nerships that are delivering measurable, concrete 
benefits for Americans and Koreans alike. Dynam-
ic trade and investment activities have deepened 
and broadened the economic relationship, and the 
two longtime allies have much to gain if their gov-
ernments work together to reinforce the values of 
open markets and free trade. the next u.s. Admin-
istration and Congress should continue to advance 
u.s.–south Korean economic relations, particu-
larly by focusing on (1) the timely fulfillment of 
commitments made in the u.s.–Korea Free trade 
Agreement (KORus FtA); (2) energy trade; and 
(3) strategic development engagement with coun-
tries in the developing world to enhance economic 
freedom.

KORUS FTA at Four: Fulfilling Its 
Promise

the united states and south Korea have been 
major economic partners for years. since March 
2012, however, economic interaction between the 
two countries has become more multifaceted and 
institutionalized through the implementation of the 
KORus FtA. It is still premature to quantify the full, 

comprehensive impact of the KORus FtA, particu-
larly with tariffs on certain products continuing to 
phase out and some provisions yet to take effect.1 But 
one point is clear: the trade pact has yielded positive 
outcomes in terms of trade and investment activities, 
and created an institutional framework for facilitat-
ing many aspects of the overall u.s.–south Korea 
economic relationship.

u.s. protectionists have repeatedly claimed that 
the KORus FtA has resulted in more imports from 
south Korea. that is true, but it has also result-
ed in more exports from the u.s. to south Korea. 
that is the whole point—to increase specialization 
and exchange so that both countries have access 
to more goods and services at better prices. Analy-
ses that focus on the trade deficit, equating it to lost 
jobs, simply do not stand up under careful scrutiny. 
the Washington Post’s “Fact Checker,” for example, 
debunked one of the recent high-profile claims in 
detail2 and characterized it as something worse than 

“mostly false.”3

Although it may not have been working as fast as 
some would like it to, the bottom line is that the four-
year-old KORus FtA has been working as promised. 
A growing number of businesses in both countries 
have capitalized on the expanded opportunities 
facilitated by the freer flow of products, services, 
and ideas made possible by the KORus FtA. Real-
world results are:

 n u.s. exports of goods to south Korea that benefit 
from the FtA’s tariff cuts have increased every 
year since it came into effect, growing an average 
of nearly 5 percent each year.4
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 n u.s. auto exports to south Korea increased by over 
200 percent by value between 2011 and 2015, more 
than 14 times faster than the increase of u.s. auto 
exports to the world.5 With remaining tariffs elimi-
nated on January 1, 2016, sales of “Detroit 3” cars in 
south Korea, which rose by more than 20 percent 
in 2015 over 2014,6 are likely to grow even more.

 n For services, u.s. gains have unfailingly been 
solid, with u.s. exports of services to south 
Korea expanding by nearly $6 billion, or close 
to 35 percent, since the FtA came into effect in 
March 2012.7 America’s service industries that 
have been benefiting from the trade pact include 
finance, insurance, energy services, logistics, and 
telecommunications.

 n the top 12 south Korean companies alone gen-
erated over 35,000 jobs in the united states in 
2015, three times more than in 2012—and more 
direct investment by south Korean firms is on 
the way.8 In June, for instance, samsung Elec-
tronics, which employs 15,000 people in the unit-
ed states, announced its plan to invest $1.2 billion 
over four years in a u.s.-based Internet of things 
R&D initiative.9

In short, the KORus FtA has been strengthening 
America’s economic engagement with south Korea, 
a trusted ally and a willing partner, not only in terms 

of greater market access and leveling the playing 
field under agreed rules, but also through a number 
of practical mechanisms for regular dialogue about 
specific challenges. A comprehensive trade pact 
like the KORus FtA is not self-executing. Ensuring 
the evolving success of KORus, and maximizing its 
intended utility as a platform for a greater economic 
partnership, will require Washington and seoul to 
ensure full implementation and vigorous enforce-
ment of the market-freeing measures in KORus.

Securing and Advancing Energy Trade 
between the U.S. and South Korea

the united states and south Korea are each 
uniquely situated to advance energy trade and 
security as a reliable supplier and a strategic 
buyer, respectively. given its abundance of natural 
resources and the recent growth in domestic energy 
production of oil and natural gas, the united states 
is in a position to export far more energy than it used 
to. On the other hand, south Korea ranks among the 
world’s top five importers of liquefied natural gas 
(LNg), coal, crude oil, and refined products, relying 
on fuel imports for about 97 percent of its primary 
energy consumption.10

Advancing energy trade and security between the 
u.s. and south Korea is a natural and constructive 
step forward. In fact, even before Congress lifted the 
decades-old ban on crude oil exports in December 
2015, America’s unrefined ultralight oil (known as 
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condensate) had been exported from a port in texas 
to south Korea since July 2014.11 Also notable is that 
south Korea is the second-largest LNg importer in 
the world. Currently, 80 percent of south Korea’s 
imports of natural gas come from the Middle East. 
Clearly, importing LNg from the u.s. can reduce 
south Korea’s overdependence on the region.

under the KORus FtA, south Korea is well posi-
tioned to benefit from u.s. LNg exports. According 
to the current u.s. natural gas regulations, applica-
tions to authorize exports of LNg to south Korea 
are “deemed consistent with the public interest 
and granted without modification or delay,”12 given 
that south Korea is an FtA partner with the u.s. 
As a matter of fact, starting in 2017, the Korea gas 
Corporation will import 2.8 million metric tons of 
LNg annually from sabine Pass terminal in Louisi-
ana under a 20-year contract with Cheniere Energy 
Partners, L.P.13

Amid shifting dynamics in global energy mar-
kets triggered by the u.s. shale revolution, it is in the 
interest of policymakers both in Washington and 
seoul to work together in order to ensure that Amer-
ica’s invigorated energy production also facilitates 
south Korea’s energy supply and security. In order to 
further bolster trade ties between the two countries, 
the u.s. and south Korea should develop a forward-
looking bilateral strategic energy trade initiative to 
ensure that no artificial barriers impede the devel-
opment of a durable energy partnership.  ultimately, 
such an initiative could be developed into a regional 
energy architecture involving other countries, such 
as taiwan and Japan, as well.

A Strategic Partnership to Promote 
Global Development

Driven by shared values and increased prosperity, 
the u.s.–south Korean alliance has been indispens-
able in achieving Washington’s strategic objectives 
and maintaining stability in northeast Asia. Indeed, 

the u.s. alliance with south Korea has been deserv-
ingly recognized as one of the most successful u.s. 
bilateral relationships. As an added benefit, south 
Korea has become one of the principal u.s. partners 
in addressing an array of global challenges as well 
as diplomatic opportunities. As Fred Hiatt of The 
Washington Post once put it, “in a world of danger-
ously failed states and willful challengers to Ameri-
can leadership, south Korea is an astoundingly suc-
cessful democracy”14 that has shown itself to be a 
willing partner of the u.s. in key endeavors around 
the globe.

In the rapidly evolving world of development 
assistance, with its greater emphasis on the vital 
role of the private sector in achieving durable eco-
nomic growth, enhancing u.s.–south Korean 
international-development cooperation presents a 
unique opportunity to coordinate the two countries’ 
ongoing development assistance more strategically 
and maximize the potential impact of aid to nations 
in need of greater economic freedom. As a former 
recipient of u.s. development assistance, south 
Korea, now one of the richest countries in the world, 
provides a unique perspective and credibility to the 
donor community it has now joined. A strategic part-
nership between south Korea and the united states 
to provide developing countries with values-driven, 
results-oriented development assistance has consid-
erable potential to promote best practices effective-
ly and strengthen aid efficiency. such a partnership 
would in turn reinforce other vital economic and 
diplomatic linkages between the two allies.

Time to Move Onward and Upward
south Korea has proven to be a reliable and strong 

ally for America in advancing freedom, opportunity, 
and prosperity in the region and around the globe. 
Much more can be accomplished, as the united states 
and south Korea have a lot to offer to each other, and 
much to gain from their ever-evolving partnership 
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on many key policy fronts. the next Administra-
tion and Congress should continue to move the u.s.–
south Korea alliance onward and upward by:

 n Fully implementing and enforcing the provisions 
of the KORus FtA;

 n Developing and implementing a strategic energy 
bilateral trade initiative with the government of 
south Korea; and

 n Collaborating with south Korea to promote eco-
nomic freedom in developing countries around 
the world.
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