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A Scheme on the Establishment of the Localized

Free Trade Zone between Korea and Japan

KIM, Chang-Nam

Division of Economics, Dong-A University

This paper is to present a feasible scheme on the establishment of the free trade zone
(FTZ) which has been brought on as a device for the development of close economic relation
between Korea and Japan.

The feasible FTZ would be localized free trade zone (LFTZ), centered on industrially-inte-
grated area. The best candidates for the LFTZ are the regional economic areas established
along the coast of the East Sea (the Sea of Japan), including Kyusyu and Hokuriku of
Japan, and Pusan and Kyungnam area of Korea. Combining the FAZ of Japan with the EPZ
of Korea would create a successful LFTZ.

The LFTZ, spatially separated from other domestic areas, is a specific area within which
imported goods are exempt from various regulations. Therefore, the goods imported into the
LFTZ can freely be sold and exhibited in the zone, and exported domestically and abroad
after being processed and assembled. Ordinary import quotas or low tariff with an excise tax
might be applicable to the commodities brought into domestic markets.

Besides promoting commodity trade, it is desirable to develop the LFTZ into the
trade-investment-complex free trade zone, by actively attracting foreign direct investment

with the measures such as the arrangement of investment-related regulations.





