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Korea, Colombia and Panama FTA Outcomes: U.S. Exports to
Korea Are Down, Imports from Korea Are Up, Anti-Unionist
Threats in Colombia And Panamanian Tax Haven Policies Continue

In 2011, the Obama administration promoted free trade agreements (FTA) with Korea, Colombia and
Panama as a way to create American jobs, promising that the pacts would increase U.S. exports. The
administration also promised a concrete benefit for each pact on the date of their passage: “greater U.S.
access to the Korean auto market, significantly increased labor rights and worker protections in Colombia,
and enhanced tax transparency and labor rights in Panama.”* The pacts were passed with strong GOP
support, while many congressional Democrats opposed the deals, which are based on the model of the
North American Free Trade Agreement (NAFTA).?

One year into the Korea FTA, U.S. goods exports to Korea have declined by 10 percent (a $4.2
billion decrease) in comparison to the year before FTA implementation. U.S. meat producers lost a
combined $206 million in beef, pork and poultry exports in the first year of the Korea FTA relative
to the year before FTA implementation, while the U.S. auto and auto parts industries suffered a 16
percent increase in the U.S. auto trade deficit with Korea. Overall, the U.S. trade deficit with Korea
has swelled 37 percent under the FTA.?

e Imports of cars and auto parts from Korea have soared 15 percent (more than $2.5 billion)
under the FTA, driving a 16 percent increase in the U.S. trade deficit with Korea in autos and auto
parts relative to the year before FTA implementation.

e U.S. beef exports have declined by 8 percent under the FTA in comparison to the prior year, a $48
million loss in beef exports under just one year of the Korea FTA.

e U.S. pork exports have fallen by 24 percent in comparison to the previous year, a $102 million loss
in pork exports since the deal went into effect.

e U.S. poultry producers have faced a 41 percent collapse of exports to Korea under the same FTA
period — a $55 million reduction.*

e Despite past Korean currency manipulation, the FTA did not include measures to counter
devaluations that could effectively undo the FTA’s tariff cuts and under the FTA the Korean won’s
average value in comparison to the dollar has been about 1 percent lower than during the comparable
period before the FTA, which may explain some of the decline in U.S. exports.

The combined U.S. trade deficit with Korea, Colombia and Panama under the FTAs has jumped 11
percent above pre-FTA levels for the same months as exports to Korea have declined and imports



from Korea and Panama have risen substantially.® Using the same ratio employed by the Obama
administration, this $2.3 billion combined trade deficit expansion implies the net loss of more than
12,000 U.S. jobs in just the first several months of the new FTAs.’

Unionist Death Threats and Assassinations Remain Rampant in Colombia: More than a year after
passage of the Colombia FTA and more than two years after the Obama administration announced a
Labor Action Plan with Colombia to improve Colombia’s labor protections, Colombia remains the
world’s deadliest place to be a union member. Death threats against unionists have persisted unabated. In
the year after the launch of the Labor Action Plan, union members in Colombia received 471 death threats
— exactly the same number as the average annual level of death threats in the two years before the Plan.®
At least 20 Colombian unionists were assassinated in 2012 according to the data relied upon under the
Labor Action Plan, while the International Trade Union Confederation reported the assassination of 35
unionists.” Meanwhile, many perpetrators of the over 2,000 existing cases of unionist murders remain
free.'® Colombian unions and human rights organizations had predicted that the Labor Action Plan would
not alter on-the-ground realities. In addition, violent mass displacements of Colombians increased 83
percent in 2012 relative to 2011, when the U.S. Congress passed the FTA,*! adding to the five million
Colombians who have been displaced in the world’s largest internal displacement crisis.

Panama Tax Haven Status Continues Unabated: In June 2012, the Organization for Economic
Cooperation and Development, which tracks countries’ tax haven statuses, reported that Panama remains
one of a handful of nations in the world that has not passed a first-stage review of its tax transparency
measures, due to nearly unparalleled nonconformity on six of nine regulatory checks against tax
evasion.'® Even the Cayman Islands did not earn that dubious distinction. To counter criticism that the
Panama FTA would assist corporations seeking to dodge U.S. taxes via secretive Panama-based
subsidiaries and bank accounts, in late 2010 the Obama administration announced a new Tax Information
Exchange Agreement with Panama. However, a loophole in that agreement allows Panama to sidestep
new tax transparency provisions if they are “contrary to the public policy” of Panama, an interesting
concept for a country that earns much of its revenue by providing strict banking secrecy and tax-free
status for foreign firms incorporated there.*

Why Did U.S. Exports to Korea Drop After an FTA that Cut Tariffs? Currency Manipulation?

One plausible explanation for the drop in U.S. exports to Korea since the FTA went into effect is that
Korea has once again been undervaluing its currency, the won. As critics of the Korea FTA warned before
its passage, an undervalued won could effectively cancel the FTA’s tariff cuts on U.S. exports and thus
the FTA’s promised gains in U.S. market access in Korea, which were sold to the members of Congress
and the U.S. public as the key benefit of the deal. Although Korea is one of only three countries that have
ever been formally listed by the Treasury Department as a currency manipulator, the Korea FTA includes
no provision to address currency manipulation.™

In May 2012, two months after the Korea FTA went into effect, the Treasury Department’s “Report to
Congress on International Economic and Exchange Rate Policies” noted, “The Korean authorities
continue to intervene in the foreign exchange market, and the won remains weak compared to its pre-
crisis levels.”'® In September 2012, the International Monetary Fund reported that Korea’s real effective
exchange rate remains 20 percent below where it stood in the pre-crisis years of 2005-2008."" Under
the Korea FTA, the won has depreciated even below the low pre-FTA levels. During the months in which
the FTA has been in effect, the won’s average value in comparison to the dollar has been about 1 percent
lower than during the comparable period in the previous year.'® The most recent trend has been one of
increasing won depreciation. In its April 2013 report on exchange rate policies, the Treasury Department
stated, “The won depreciated by 6.9 percent against the dollar in 2013 through early April.”*°



During NAFTA, U.S. exporters and members of Congress were also given lists of tariff cuts for specific
commodities as evidence of new market access that would result from NAFTA. Yet, the effect of the
tariff cuts was eliminated when Mexico devalued the peso by 50 percent shortly after NAFTA went into
effect. Due to the peso devaluation, U.S. products became much more expensive for Mexican consumers,
and U.S. agricultural exports suffered. Members of Congress have expressed concern that if the won
continues following a downward trajectory, so will U.S. exports. In a September 2012 letter to Treasury
Secretary Tim Geithner and U.S. Trade Representative Ron Kirk, Congressman Mike Michaud (D-
Maine), Chairman of the House Trade Working Group, stated:

I am writing to express concern about Korea’s ongoing intervention in its currency and its impact on
U.S. businesses and workers, particularly now that the Korea-U.S. Free Trade Agreement (FTA) has
been implemented. The undervaluation of the won already gives Korean exports a competitive
advantage over U.S.-made goods, and if left unchecked it will neutralize Korean tariff reductions
included in the agreement. Unfortunately, the FTA does not provide any protection for U.S.
companies against a manipulated won...?°

U.S. Meat Exports Go Bad under the Korea FTA

The Obama administration promised that U.S. exports of meat would rise particularly swiftly under the
Korea FTA, thanks to the deal’s tariff reductions on beef, pork and poultry. For example, in a factsheet
used to promote the FTA, the White House claimed: “Tariff eliminations on Korea’s existing 40 percent
tariff will further boost beef exports, saving an estimated $1,300 per ton of beef imported to Korea —
savings that would total $90 million annually for U.S. beef producers at current sales levels.”?

Ironically, U.S. meat exports to Korea have plummeted faster than many other exports, showing
even steeper declines in some sectors than the overall 10 percent export decline. (Meat imports have not
been affected, since the United States does not import beef, pork or poultry from Korea.) In contrast to the
administration’s promise, U.S. pork producers have seen their exports to Korea crash by $102 million — a
24 percent decline — in the first year of FTA implementation, in comparison to the year before the FTA
took effect.

Poultry producers have faced a 41 percent collapse of exports to Korea under the same FTA period —a
$55 million reduction. U.S. beef exports to Korea have dropped by 8 percent under the FTA in
comparison to the year prior to FTA implementation. That amounts to a $48 million loss in beef exports
under just one year of the Korea FTA — a cost to U.S. producers that rivals the amount the Obama
administration said they would gain under each year of the deal. All told, U.S. meat producers lost a
combined $206 million in beef, pork and poultry exports in just one year of the Korea FTA.?

And Now, the TPP: A NAFTA Expansion to 10 Asian and Latin American Nations?

The initial U.S. Commerce Department trade data on the Korea, Colombia and Panama FTASs provide just
the latest evidence of the damage wrought by trade pacts based on the NAFTA model. Yet, despite the
track record of NAFTA and numerous past U.S. FTAs based on it, the Obama administration has made its
top trade priority the completion of an even more massive expansion of the failed NAFTA model through
the Trans-Pacific Partnership (TPP). The TPP is a sweeping NAFTA-style pact under negotiation with ten
Pacific Rim countries that the administration seeks to complete in 2013.

Opposition to such pacts is one of few issues on which independent, Democrat and Republican
voters agree. For instance, a May 2012 Angus Reid Public Opinion poll found that U.S. respondents who



believe that the United States should “renegotiate” or “leave” NAFTA outnumbered by nearly 4-to-1
those that say the country should “continue to be a member” of NAFTA (53 vs.15 percent). Support for
“leave” or “renegotiate” positions dominated among Republicans, independents, and Democrats alike.
Just 1 in 3 U.S. respondents thought that NAFTA benefitted the overall U.S. economy, and only 1 in 4
saw the pact as having benefitted U.S. workers.?*> A National Journal survey taken immediately after
passage of the Korea, Colombia and Panama FTAs showed a plurality of U.S. voters expressing
opposition to the pacts, with Republicans and Democrats showing equivalent levels of opposition.
Republicans without a college degree opposed the FTAs by a nearly 2-to-1 margin, and women expressed
especially high opposition.?*
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