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* Kye-Woo Lee, Ewha Womans University, “An Economic Analysis of the Costs and Benefits
of Korea's Accession to the Inter-American Development Bank™
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e 5o AniAEe] sy met AASR 9
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2ok Akt
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9 BZ (2001 A7 1961-2001 )

F(US iRt 2e)

=7}
2001 1961-2001
Argentina 1,655.9 16,757.2
Bahamas 46.2 334.6
Barbados 8.8 377.5
Belize 7.0 92.2
Bolivia 113.2 2,832.8
Brazil 2,055.5 23,651.5
Chile 60.4 4,602.3
Colombia 800.0 8,471.0
Costa Rica 22.4 2,088.6
Dominican Republic 275.0 2,234.7
Ecuador 65.1 3,615.0
El Salvador 277.0 2,792.6
Guatemala 322 2,212.0
Guyana 533 747.6
Haiti - 752.8
Honduras 96.4 2,175.5
Jamaica 112.0 1,618.6
Mexico 1,102.0 14,401.5
Nicaragua 180.0 1,841.4
Panama 35.7 1,866.0
Paraguay 22.2 1,699.7
Peru 3433 5,408.0
Suriname 14.7 72.6
Trinidad and Tobago - 951.1
Uruguay 303.9 2,576.8
Venezuela 97.5 3,730.3
Regional 74.0 2,660.6
Total 7,853.5 110,564.8

Source: IDB Annual Report 2001
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SgycieEn 203 07 28 03 P05 2507 11 06 ¥6 06 518 07 189 03 BT 05
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# $31,116 100 $8,540.1 281 $39,656.9 50.6 $3,004.2 100 $1,973.8 422 $4678.0 713 $34,420.4 100 $50.913.9 | 24.9 $44,3343 597
He3
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7)o} A58 07 %58 04 00 00 00 00 %58 06 258 03
At 613 18 @13 10 05 13 L5 08 ™8 18 88 09
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S HoF Qth E}g o7 =9l (45%), AX3I} olEw

(T2 4.2%), 2919 (4.3%), ZF2 (3.3%)7F 2L HE w231 Qi)

7ol F JHAE FH5E Favt Qv AAE, 4 =79
oz IA Y] AFES I H7H AEAEEINE o' HAE
N, 2 2 H7EY e AR dE ke Aol w=e
AAAGAFES I ARAETEQGI%) Hrh wa, dE
AFEAEES =AY (5%), 1 AFAFES ARAEEO] e
5A(1.9%) Bt} STk (4.2% o) 4.5%). =3 T olejE], Ade
I AEAEE (AA 19%)ET B 2 AZHFES BT
ATH (ZH2} 3.3%, 4.2%, 4.3%). EEF 23} & Z Lo} ApR A H-g-O
LASAT (B 0.05% 2 0.03%), AMAAGH TS 02%
0.5%) AHEAEEC] 10 v 7h7te] €k EAE, vlA Y57
AFEA &Y FIARES] dihe] #AGe] BF e &S

N
=]

o

(¢4

&3 Qub= Zoluk W7o, A7 o}lE]o}, Winf, w29 o] 4 /| =S
AAS mE AT e, dAzEe Pl Gt 53
Yok AL ] 12 vl o] Sl sk 01 AT ek

<E 4> V|FNE2P L WX H 571 22 A& (2001)

SAGNEE  dwes gt e ebd  ZEREAE

(%) $(MTh $ (Wh (%) (2001)  (1961-
CESEEIC 0.159 69 78 113.0 02 001)3
7)o 0.328 142 0.0 0.0 0.0 0.6
ST SR 0.048 2.1 03 144 0.0 0.0
Sl 0.169 73 74 100.7 02 0.4
A 0.159 6.9 34.1 4942 1.0 03
s 1.895 823 106.1 129.0 33 48
=9 1.895 823 148.0 179.9 45 6.6
o] Azt 0.157 6.8 173 2543 05 0.4

olgz]o} 1.895 823 137.1 166.6 42 6.9
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g 5.002 217.1 133.1 613 42 53
ygds 0337 14.6 2.4 153.1 0.7 1.5
=29l 0.169 73 23 313 0.1 0.1
r=5g 0.053 23 7.9 341.1 02 0.1
2o} 0.029 13 154 12155 05 0.1
v )] 1.895 823 131.0 1592 43 33
fato 1| 0326 14.1 494 349.4 15 15
292 0470 204 492 241.0 15 19
= 0.962 418 61.1 146.2 19 24
e 15.948 689.5 1881.7 287 403

Z]: IDB Annual Report 2001 * F2} 2} 33} B2 2ol A 259 4 23
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Folo] v g A=Y HIE AASH 7Y 0}71 Hstel Q1
A3t o whE g Aol th IBRD 9 IDA ¥ x}i °F 3 %19]
2] (US$1,895 & + US$1,087 &) 5 st=4H 7} o A
0.73%¢°ll 3= 2k 229 @] (US$ 199 + US$ 3 04)013}. AR
A X7} AA 7 Folsk AR L sl BT} Q153 x}FE-2] 199, o

el sl ok 49 @e] (USS 19 1,450 Wk 2] + USS$ 3 ¢ 170 7t &)
o]t}

o] B]&E& 2001 W & 3ol st=x7|do] MASHL ApOoE
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AR Db, shmol A FE YA FollA A
Sh= 182 0.35%°] &8k vk, Al A3 237156 X Z7kA] 2 &
QA ol A 8] A w4l o nl &2 1.73%°1 4, Hl-8-2] 5ulel 7}h
7He S SRt & = Aok A2 20009 @ A mE H T
Foinl &2 2.65% Ak o 2= k7| o] AAY STkl wet
ol Hl o] H5 o S71E Ao E 7|tH B, dh=2] AAIZ3 7FY] ¢
AAA Aol e w=dke] o)A\ 7} glo] ATk 3

<¥ 5> AASY Z2AEY F7E ARE
A
Ap FURHET ZGAAEAR A2 ALRI001)
ZIARRY ARl
=27} % $(%h $(%h % N $ () % NI
vl 316 27,8402 27928 1640 1003 15621 1935 561
qe 2082 25022.1 19913 11.70 796 4713 584 1.88
=d 1069 128519 17,709 1040 1378 6876 852 535
ek 712 85529 15,176 891 1774 398.1 493 465
Zgx 665 79889 13,793 8.10 1727 4852 601 607
olgkg]o} 395 47449 9825 577 207.1 5382 667 1134
PN 133 15958 5950 349 3729 1094 136 686
= 424 51024 3764 221 738 1204 149 236
ydas 357 42912 3678 216 857 1280 159 298
T 031 3758 3323 195 8842 284.1 352 756
ki 035 4162 2931 172 7042 2136 265 5132
7] o 164 s 2718 160 376 130 165 673
Hepd 240 5470 2335 137 4269 1820 225 327
29 081 28808 2280 134 79.1 804 1.00 279
SAEwo} 083 9768 2230 131 283 885 110 9.06
SAEY I} 166 19918 2022 119 1015 742 092 373
AR 000 39 1987 117 509487 9%.5 120 247436
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Abstract

Since the government of the Republic of Korea submitted an application
for the membership of the Inter-American Development Bank (IDB) in
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1979, little progress has been made in the Korean govenrment’s endeavor.
To make the matters worse, the Asian financial crisis in 1997 stalled
govenrment’s efforts to make accession to the IDB. The public opinion was
critical of the government’s decision to join the OECD prematurely in 1995,
which was considered one of the main causes of the financial plague. The
drastic fiscal austerity measures adopted by the government discouraged
any attempts to take on an obligation to subscribe to another international
organization’s capital. Morevoer, some government officials as well as the
people in general were in doubt about the economic benefits of Korea’s
accession to the IDB.

Now that the Korean economy miraculously recovered from the
damaging effects of the crisis and joined the globalization of the economy
actively by further liberalizing international trade and overseas investment,
the government has naturally refocused on the Latin American markets.
Moreover, in early 2001 the annnoucement that negotiations for the Free
Trade Agreement of the Americas (FTAA) would be concluded by 2005
created consternation in many East Asian countries including Korea, for
which the Americas has provided important markets. The FTAA will form
the largest free trade area in the world by including 34 countries in Western
Hemisphere with 800 million people and $12 trillion incomes. Before the
free trade agreement become effective, the Korean economy needs to
establish a sound footing on the Americas, so that it can weather any
negative effects of the free trade agreement and expand its economic
relations with Latin America. The Korean government needs to review its
past efforts to join the IDB and formulate a new strategy to use its
membership with the IDB for its stepped up economic cooperation with
Latin America.

In this context, the current paper analyzes the potential economic costs
and benefits that will come with Korea’s accession to the IDB, with a
special emphasis on the Korean enterprises’ participation in the
procurement markets related to IDB’s project loans. This paper carries out



five simulation exercises, using various assumptions on the economic costs
and benefits. Subscribed capital and paid-in capital are considered major
costs, and the awards of contracts, which will be financed partly by IDB’s
project loans, to Korean enterprises as major benefits. The costs and
benefits are approximated, on the one hand, at the level of Germany and
France, each of which subscribes the largest share of the IDB capital among
non-regional members, and, on the other hand, at the level of Portugal and
Slovenia, each of which subscribes the smallest share. The benefits are also
estimated at the same proportion as Korean enterprises have been sustaining
in the procurement markets related to the projects loans and credits of the
World Bank among all its members.

The conclusion of the analysis is that there is no basis to question the
profitability of Korea’s accession to the IDB. In no cases the economic
internal rate of return to Korea’s investment in the IDB is lower than 37%,
and net present value of Korea’s joining the IDB is at least 1.2 times the
initial costs over a period of next ten years. These results exceed the
normally accepted investment criteria adopted by multilateral development
banks such as the World Bank and IDB.

In addition to the direct economic benefits mentioned above, Korea’s
accession to the IDB will yield important indirect benefits such as the
expansion of the markets in Latin America, acquisition of information and
knowledge useful to the Korean economy and Korean enterprises’
marketing efforts in Latin America, and strengthening of Korea’s
international economic and diplomatic relations with countries in Latin
America.

Key Words: Latin America, Korea, IDB, economic costs and benefits, accession,
multilateral banks, procurement / %21, 3=, v]F7-o-8 W] g
w2374, A7, SRS, g 2
£ 4} 2003. 4. 15
AlA 2 22} 2003. 5. 17
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