A Study on Establishing a Free Zone in Korea

— Focus on Pusan
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Abstract

This paper is intended as a preliminary feasibility study in establishing a Free Zone in
Pusan. In chapters 2 and 3 of this paper we identify the types and effects of the Free Zone,
and investigate current status of different cases of Free Zone in operation in and out of the
country. Chapter 4 examines arguments made so far for introduction of Free Zone in Korea
and promotion policy presently being considered. Chapter 5 introduces the movement to
establish a Free Zone in Pusan and Chapter 6 makes some policy recommendations for
efficient operation of the Free Zone in Pusan New Port.

Types of the Free Zone has been varing by country and period. A recent trend is to
establish a multi-functional type Free Zone to promote inflows of foreign direct investment
of global corporations, which integrates trade-focused type Free Zone and production-
focused type Free Zone. The multi-functional Free Zone is the type of Free Zone currently
under policy discussions in Korea. Establishing a Free Zone in a port city, particularly in a
hub-port, can maximize the production of value-added. Pusan city is a good site for
establishing a logistics-focused Free Zone, considering the locational advantage of Pusan
port as a major hub-port in East Asia and metropolitan advantage of Pusan city as a

logistics center in Korea.

For Pusan to strengthen its position as the hub-port, not only the hardware foundation
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but also the software foundation such as appropriate legal system should be further
developed and refined. Careful studies of foreign trial-and-error cases of the Free Zone
should be conducted. Also, a more detailed procedure of operation and optimal ownership
and managerial structures for the Free Zone must be studied. A special law governing

establishment and operation of Free Zone should be considered.
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