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ROK Investment DA – 1nc
Plan guts investment in South Korea which collapses its economy

Magnum 04- Brigadier Commanding General for Special Operations in South Korea

(Spring 2004, Korean Journal of Defense Analysis, “Joint Force Training: Key to ROK Military Transformation”, pg online @ [http://www.kida.re.kr/data/2006/04/13/06_ronald_s_mangum.pdf]//au)

Many Koreans ignore the fact that while the ROK economy performed exceptionally well during the Asian economic crisis of the late 1990s, it is a fragile economy that is dependent on regional stability to encourage continued foreign investment. Investors state that a strong military presence in South Korea provides stability against foreign aggression, which gives investors the confidence to put money in the Korean economy. Because Korea relies so heavily on the import of natural resources to fuel its industry, the lack of foreign investment to permit the purchase of those resources would be devastating. Consequently, maintaining a strong military, whether independent of a U.S. military presence or not, is critical to maintaining the health of the South Korean economy. This fact is often overlooked in the ROK public’s emotional rush to seek equality in its relationship with the United States. Furthermore, without strong public will to support and pay for the transformation of ROK forces into a strong regional military, the ROK public may not let its government spend the money necessary to  improve the capability of its forces. 
South Korean economy is key to Asian democracy

NEWSWEEK, 10 (1/29/10, “Selling South Korea,” http://www.newsweek.com/2010/01/28/selling-south-korea.html) Calum

In short, the South Korean model is a more mature cousin of China's—a hybrid economy, part free market, part state-controlled—but with more freedom for the market and for political dissent. Now Lee is positioning South Korea within Asia as a dynamic alternative to both China's mighty command economy and Japan's no-growth economy. In Southeast Asia, South Korea has long been admired for completing an economic miracle in just one generation, moving its 48 million people out of poverty and entering the ranks of fully industrialized nations, with average per capita income that surpassed $20,000 in 2007. And, unlike China, South Korea has achieved economic and political growth at the same time, with an increasingly well-established multiparty democracy that respects free speech and election results. South Korea, says U.S. Ambassador Kathleen Stephens, is "the best example in the post–World War II era of a country that has overcome enormous obstacles to achieve this kind of success." Many Southeast Asian nations, alarmed by the harsh sides of the China model, look to South Korea as an alternative. Vietnam is sending civil servants there, studying how in the 1970s and '80s Seoul used massive government support, such as cheap loans, to develop strategic industries such as steel and petrochemicals as the backbone of its export economy. As part of Vietnam's effort to develop capital markets, it also now runs a stock exchange in Hanoi, built with the help of the Korea Stock Exchange. Officials from Vietnam, Cambodia, Indonesia, and Uzbekistan regularly visit South Korea to join training programs that teach economic and business management. "Developing countries are eager to learn South Korea's economic model because of its relevance to them," says Euh Yoon-dae, a Korea University economist currently heading a presidential committee to promote the national brand. "Our open economic system is more appealing to them than, say, that of China."
Extinction

Diamond, 95 – Senior Fellow at the Hoover Institution, Stanford University, founding co-editor of the Journal of Democracy, Professor of Political Science and Sociology and Coordinator of the Democracy Program at the the Center on Democracy at Stanford University (Larry, "Promoting Democracy in the 1990s: Actors and instruments, issues and imperatives : a report to the Carnegie Commission on Preventing Deadly Conflict", December 1995, June 26th 2010, http://wwics.si.edu/subsites/ccpdc/pubs/di/di.htm, KONTOPOULOS)

This hardly exhausts the lists of threats to our security and well-being in the coming years and decades. In the former Yugoslavia nationalist aggression tears at the stability of Europe and could easily spread. The flow of illegal drugs intensifies through increasingly powerful international crime syndicates that have made common cause with authoritarian regimes and have utterly corrupted the institutions of tenuous, democratic ones. Nuclear, chemical, and biological weapons continue to proliferate. The very source of life on Earth, the global ecosystem, appears increasingly endangered. Most of these new and unconventional threats to security are associated with or aggravated by the weakness or absence of democracy, with its provisions for legality, accountability, popular sovereignty, and openness.
ROK Investment DA – 1nc
Independently, withdrawal will stop U.S. foothold in the Asian Pacific Market which will collapse the U.S. economy

Kinne 04- Colonel and US Army Researcher (5/3/04, “U.S. Strategy Towards North Korea” pg online @ [http://www.dtic.mil/cgi-bin/GetTRDoc?Location=U2&doc=GetTRDoc.pdf&AD=ADA423691]//au)
Strategic withdrawal of U.S. forces from South Korea would present some unique economic challenges for the United States. As discussed earlier, removal of forces might promote a peaceful solution that affords the U.S. and other regional actor’s access to a new and emerging North Korean market. Although remotely possible, this is highly unlikely given the North’s past history and aggressive nature. More than likely, the U.S. would lose global and regional credibility, unfettered access to the Asian-Pacific market, and the ability to influence regional economic policies. Our departure might also lead to reduced levels of foreign investment (other than by U.S.) due to security concerns. Loss of this foothold in the Asian- Pacific market would be cataclysmic to the U.S. economy. Approximately 25 percent of our annual imports come from this region.14 In addition, the emergence of China as a potential global super power will require that the U.S. remain fully entrenched in this region in order to contain and shape China’s ascendancy into the global marketplace. 
Global nuclear war

Mead 09 (Walter Russell, Senior Fellow in U.S. Foreign Policy at the Council on Foreign Relations, New Republic, February 4, http://www.tnr.com/politics/story.html?id=571cbbb9-2887-4d81-8542-92e83915f5f8&p=2]
So far, such half-hearted experiments not only have failed to work; they have left the societies that have tried them in a progressively worse position, farther behind the front-runners as time goes by. Argentina has lost ground to Chile; Russian development has fallen farther behind that of the Baltic states and Central Europe. Frequently, the crisis has weakened the power of the merchants, industrialists, financiers, and professionals who want to develop a liberal capitalist society integrated into the world. Crisis can also strengthen the hand of religious extremists, populist radicals, or authoritarian traditionalists who are determined to resist liberal capitalist society for a variety of reasons. Meanwhile, the companies and banks based in these societies are often less established and more vulnerable to the consequences of a financial crisis than more established firms in wealthier societies. As a result, developing countries and countries where capitalism has relatively recent and shallow roots tend to suffer greater economic and political damage when crisis strikes--as, inevitably, it does. And, consequently, financial crises often reinforce rather than challenge the global distribution of power and wealth. This may be happening yet again. None of which means that we can just sit back and enjoy the recession. History may suggest that financial crises actually help capitalist great powers maintain their leads--but it has other, less reassuring messages as well. If financial crises have been a normal part of life during the 300-year rise of the liberal capitalist system under the Anglophone powers, so has war. The wars of the League of Augsburg and the Spanish Succession; the Seven Years War; the American Revolution; the Napoleonic Wars; the two World Wars; the cold war: The list of wars is almost as long as the list of financial crises. Bad economic times can breed wars. Europe was a pretty peaceful place in 1928, but the Depression poisoned German public opinion and helped bring Adolf Hitler to power. If the current crisis turns into a depression, what rough beasts might start slouching toward Moscow, Karachi, Beijing, or New Delhi to be born? The United States may not, yet, decline, but, if we can't get the world economy back on track, we may still have to fight. 

ROK Investment DA – 1nc
Turns the case – North Korea will take advantage of declining investment to start another war

Yonhap News 03 (1/8/03, “South Korea's Defence Ministry asserts reasons for alliance with US military” pg online @ lexisnexis//au)

Seoul, 8 January: The Defence Ministry asserted the raison d'etre of the military alliance with the United States and the US Forces Korea (USFK) in an article carried by the January issue of its monthly Defence News. The article is a response to rising anti-US sentiment in the wake of the deaths of two teenage girls after an accident involving a US military vehicle in June and the acquittal, by a US military court, of the two soldiers driving it late last year. The ministry, considering the call for US troop withdrawal from South Korea has reached "a critical level", started to keep the calls from proliferating. On the other hand, the USFK has also launched various programmes intended to improve the image of Americans in the eyes of Korean people, such as the one helping needy Koreans. The highlights of the article the ministry's Public Relations and Troop Information Office contributed to the magazine are: - Deterrence of War on the Korean Peninsula The peninsula is geopolitically situated between world powers, and this situation will remain even after Korea is reunified in the future. South Korea has to be prepared, in cooperation with the United States and the neighbouring countries, for North Korea's incessant threat of war. It should also keep close watch on the military movements of Japan and China. The South Korea-US alliance should be changed in accord with changes in the security situation, but a self-dependent defence system alone cannot meet the security demand of the country. The defence alliance with the United States was intended to defend the Korean Peninsula from communist powers and now is needed to keep a balance of power in Northeast Asia. - Reduced Defence Spending and Contribution to Economic Growth In the half-century post-Korean War, South Korea saw its economy grow 200 times while North Korea's increased only five times. The South's rapid growth was decisively due to the Seoul-Washington alliance and the USFK. US troop pullout would result in an exodus of foreign investors from the country which would in turn throw the economy into confusion. North Korea might then seize the opportunity and wage another war on the country. The net assets of the USFK are valued at 14bn US dollars, with the figure rising to 30bn dollars if its war equipment and supplies in stock are taken into account. It would further rise to more than 100bn dollars if the reinforcements in case of emergency are taken into consideration. South Korea's defence budget can never afford to pay such a huge expense. - Support of Reconciliation and Cooperation with North Korea North Korea is endeavouring to lower the function of the South Korea-US defence alliance as war deterrent, because the alliance and the USFK prevent it from achieving the aim of communising the whole of the Korean Peninsula. One of the easiest ways to keep North Korea from seeing its dream of emerging as the final victor on the peninsula come true is to cement further the existing alliance with the United States.
***UNIQUENESS
Uniqueness – SK Economy Strong
South Korean economy improving but still vulnerable

AFP 7/6 (7/6/10, “IMF raises South Korea growth forecast,” http://www.google.com/hostednews/afp/article/ALeqM5htfyFtNWtKHP7VMZ3f7qKve1BjXA via GoogleNews)

SEOUL — The International Monetary Fund Tuesday raised its growth forecast for South Korea for this year to 5.75 percent, pointing to an impressive recovery from the global crisis. Asia's fourth-largest economy will grow 5.75 percent this year and 5.0 percent next year, the fund forecast after a regular review of the country's economy. The projection compares with the fund's previous forecast in April of 4.5 percent expansion this year and 5.0 percent next year and is in line with Seoul's own prognosis of 5.8 percent growth. South Korea has staged an "impressive" recovery since early 2009 thanks to supportive macroeconomic and financial policies and normalisation in global trade, the IMF said in a statement. "In particular, the recovery is expected to be led by the rebound in fixed investment and the turning of the inventory cycle," it said. South Korea boasted a rapid recovery from the 2008-09 global financial crisis faster, boosted by low interest rates and other expansionary measures. The strong recovery fuelled debate about the right time to raise the key interest rate, which has been frozen at a record low 2.0 percent. The IMF suggested South Korea start raising its monetary policy rate gradually "to avoid falling behind the curve" and called for a "carefully calibrated exit" from supportive macroeconomic policies. South Korea's vulnerability to the potentially destabilising effects of volatile international capital flows remains significant, it said. "For an export-dependent economy with an open capital account, the best line of defence remains a flexible exchange rate to avoid generating expectations of one way bets." The crisis has exposed the risks of relying on exports, the IMF said, adding that strengthening domestic sources of growth would reduce vulnerability to economic downturns elsewhere in the world. "Reducing the policy bias towards exports and bolder reforms to increase productivity in the non-tradable sector would be welcome," it said.
ROK economy high now—trade and manufacturing

Chosun 7/6 (7/6/10, Chosun Ilbo, “Korean Economy Sees Faster-Than-Expected Recovery in First Half,” http://english.chosun.com/site/data/html_dir/2010/07/05/2010070500901.html)

The Korean economy is showing signs of recovery as it enters the second half of 2010. It is projected to have grown 7.2 percent in the first six months thanks to robust domestic demand and steady exports. The Ministry of Strategy and Finance forecasts that the economy may have expanded by 6.3 percent in the second quarter following the first quarter's 8.1 percent on-year rise. Officials predict that Korea is now a step closer to posting 5.8 percent annual economic growth as the Finance Ministry forecast. Production growth in many sectors including mining, manufacturing and the service industry contributed to the growth, along with the trade balance which has stayed in the black for five straight months. With the economy seeing signs of a faster-than-expected recovery, the Finance Ministry also stated that the country needs to begin normalizing fiscal and monetary policies. Meanwhile the government has expressed concern over the fact that Korea, like many other Asian countries, is overly reliant on China. Warning that this may hinder growth in the future, it pointed to strengthening domestic demand as the key to building a more robust economy.
Uniqueness – SK Economy Strong

Now is the key time for Korea to make strong economic decisions

Korea Times 7/4 (7/4/10, “Full-fledged recovery,” http://www.koreatimes.co.kr/www/news/opinon/2010/07/137_68777.html, Google News)

Encouraging data indicated the Korean economy has already returned to a pre-crisis level. The Ministry of Strategy and Finance said Sunday that the nation enjoyed a projected 7.2-percent growth in gross domestic product (GDP) in the first half of this year. The projection was based on the tentative growth rate of 6.3 percent in the second quarter of the year, following an 8.1-percent rise in the first quarter. The stronger-than-expected performance raises expectations for a full-fledged recovery from the unprecedented global economic crisis. And optimism grows that the economy may outgrow the government's predicted growth rate of 5.8 percent for 2010. Certainly, South Korea deserves praise for its economic resilience and proper response to the worldwide recession. In other words, the nation has optimized its massive stimulus packages to jumpstart the economy. Of course, Korea was lucky to make the most of the ongoing global recovery that has fueled both domestic demand and exports. The growth pace is predicted to slow down in the coming months. However, the government is likely to meet its growth target as long as the economy grows at least 4.5 percent in the latter half of the year. Against this backdrop, the Lee Myung-bak administration is required to take new economic policy directions to ensure sustainable growth. First of all, the government had better start unwinding the stimulus measures in order to put the economy back on a normal mode. Needless to say, fiscal expansion and monetary easing are a prescription for a recession-bound economy. But if such an emergency recipe is in place for a prolonged period, it could do more harm than good to the economy. Fortunately, policymakers and central bankers are well aware of the side-effects of the stimulus packages. Last month, they hinted at initiating an exit plan sooner or later. It is important to give a right signal to all economic players so that they can prepare themselves for the imminent exit strategies. Some analysts cautiously predict that the Bank of Korea (BOK) may begin to raise its key interest rate as early as next month. The proper timing of a rate hike is crucial to nipping inflationary pressure in the bud to avoid economic bubbles. It is also necessary to deactivate fiscal expansion to move toward a balanced budget and realize fiscal soundness. Last but not least, policymakers should shift from quantitative growth to qualitative one as the economy is on a strong recovery path. The nation's reliance on exports has deepened, raising concerns about its structural weakness in case of a future global crisis. Another problem is that the ongoing recovery has done little to create jobs. Thus, the dilemma is how to tackle the chronic phenomenon of ``jobless" growth. Without job generation, a higher economic growth rate is only a pie in the sky for the people. Now, the government must work out policies that will bring real benefits to the people. The BOK has maintained its interest rate at a record low of 2 percent for 16 months in a row. But, most salaried workers and low-income earners still find it difficult to get bank loans. The authorities need to make sure that looming exit strategies will not take their toll on the populace. The Lee administration should take timely and appropriate action to show that it policies are really for the people. 
Uniqueness – Investment Increasing
Foreign investment is high now – its key to South Korean and Asian economies

Korea Times 5/25 (5/25/10, “Foreign investments return” pg online @ lexisnexis//au)
High expectation for South Korea's economic rebound lured foreign investments in its stock and bond markets last year. The Financial Supervisory Service (FSS) announced Monday that the amount of listed stocks owned by non-Korean investors increased by 125.3 trillion won ($103.73 billion), or 73.4 percent, to 296 trillion won, compared with a year earlier, and their bond volume totaled 56.49 trillion won, up 19.29 trillion won from the previous year. "Thanks to rising hopes for an economic recovery, influx of money to the emerging markets, including Korea has been advancing since March 2009," said Choi Hyun-phil, a senior manager of Financial Investment Department at the FSS. An economist also attributed the bright outlook to an economic bounce to the surge of investment. "The bankruptcy of Lehman Brothers * Company Dossier in September 2008 added to the selling pressure in South Korea and the local financial markets suffered a major exodus by foreign investors," said Lee Chang-seon, managing director of the financial research department at LG Economic Research Institute. "However, since then, the Korean economic recuperated in 2009, which helped the holding amount to move up." He also said, "From a medium- or long-term perspective, the local financial markets are likely to get better, as the Asian market is expected to play an important role in the world economy in the post-crisis era." 
Foreign Investment is High – its increasing ROK surplus
UPI 6/29 (6/29/10, “S. Korea's Current Account Surplus Hits 6-Month High In March” pg online @ lexisnexis//au)
South Korea's current account surplus hit a six-month high in May on robust exports, a fall in dividend payouts to foreign investors and reduced spending on overseas travel, the central bank said Tuesday. The current account surplus reached US$3.83 billion in May, up from a revised $1.42 billion the previous month, according to the Bank of Korea (BOK). The current account is the broadest measure of cross-border trade. The May numbers marked the largest surplus since the $4.28 billion registered in November 2009, the bank said. South Korea's current account remained in the black for the fourth straight month in May. The BOK said May's surplus came mainly because heightened geopolitical risks and the eurozone debt crisis weakened the local currency, prompting people to spend less on overseas trips. A fall in dividend payouts to foreign investors also helped the country post the surplus. The central bank forecast that South Korea is expected to see a significantly large surplus for June as overseas shipments remain brisk amid the global economic recovery. "As exports of chips and cars remain robust and companies try to bolster their balance sheets ahead of the end of the half-year, the goods balance for June is likely to expand," Lee Young-bog, head of the BOK's balance of payments statistics team, told a press conference and relayed by /Yonhap/ news agency today. 
Investment is Improving- Samsung Proves
TendersInfo News 5/14 (5/14/10, “Korea Republic of : Samsung Life Rises in IPO” pg online @ lexisnexis//au)
Samsung Life, now the largest financial firm on the Korea Exchange by market capitalization, opened at 119,500 won a share 8.6% above the offering price of 110,000 won. The $4.4 billion offering was South Korea's largest ever. It attracted robust demand from domestic and foreign investors, pricing near the top of the range of 90,000 won to 115,000 won the banks handling the sale had said the shares might sell for. Samsung Life's shares eventually closed at 114,000 won, down from the opening price as foreign investors locked in profits. Shinyoung Securities analyst Park Eun-joon said that Samsung shares will be boxed within a 110,000 won to 120,000 won range for the next few months. "But in the mid to long term, Samsung Life's share looks attractive given steady economic growth, an improving investment environment and expectations for rate hikes in the second half of this year," he said. 
Uniqueness – Investment Increasing
Regional Economy and ROK investment is projected to increase
WSJ 7/15 (Shri Navaratnam, Philip Vahn, 7/15/10, "Asian Shares Off Lows; Digest China Data, AgBank Debut Weak ", pg online @ [http://online.wsj.com/article/BT-CO-20100715-700130.html]//au)
China's gross domestic product rose 10.3% on-year in the second quarter, from the first quarter's 11.9% growth rate, and undershot market expectations centered on a 10.5% increase. The country's consumer price index rose 2.9% in June, easing from May's 3.1% rise and well below economists' expectations of a 3.3% increase. Property stocks and some financials led the recovery in Shanghai with China Vanke up 3.4%, China Merchants Bank 1.0% higher and Poly Real Estate Group up 2.3%. Agricultural Bank of China rose only marginally on its highly anticipated debut. The stock's lackluster performance cast doubt over the rural lender's ability to exercise the greenshoe option on its initial public offering to claim the record for the biggest listing. AgBank's shares were up 1.1% from its IPO price of CNY2.68 at CNY2.71. "Such a worry reflects people's caution about the rural lender's operation as well as the uncertainties the whole banking industry is facing, including the potentially huge rebound in bad loans following China's tightening in the property market," said Shen Jun, a strategist at BOC International (China). Tokyo shares fell to profit-taking following Wednesday's 2.7% rise. Exporters' stocks were under pressure from the yen's gains against the U.S. dollar and the euro on Wednesday. Kyocera was down 0.8% and Fanuc fell 0.7%. Euro-sensitive shares were down, with Canon off 2.0% and Sony down 2.3%. Auto makers were also weak, with Toyota Motor falling 2.5% and Nissan Motor off 2.8%. However, shares were mostly off their earlier lows after the Bank of Japan kept its policy target interest rate at 0.1% and upgraded its real economic growth projection for this fiscal year to 2.6% from 1.8% forecast three months earlier, as expectations grow that solid exports will continue to benefit the broader economy. In Sydney, the market was choppy but had recouped some of its earlier losses. Materials, cyclicals and banks were leading the benchmark index down. "(U.S. data) last night is an example of what we're likely to confront for coming months," said Shaw Stockbroking head of trading Jamie Spiteri. "You can potentially get some reasonable profit results, but then there's that broader economic uncertainty. There's no strong recovery momentum. You will see some rebalancing when markets get oversold, but I don't see a sustained recovery in equities occurring as yet," he said. BHP Billiton fell 0.7%, while Rio Tinto was off 0.6%, but both were off their lows. Major banks were down, with ANZ bank off 1.0% and National Australia Bank down 0.7%. Nufarm slumped 26% after warning late Wednesday that its fiscal year profit would be 50% below its previous guidance. On Thursday it said it won't achieve a banking covenant on the ratio of earnings to net interest for year ending July 31. Australian tollroad operator Intoll Group bucked the market, rocketing 31% after saying it received a A$3.47 billion conditional takeover proposal from Canada Pension Plan Investment Board. Intoll's peers were also up on the news, with Transurban up 1.6% and ConnectEast up 3.9%. The Korean market was taking a breather, but strong foreign-investor demand recently was expected to continue supporting the market. 

Investor Confidence and Regional Growth is high
VOA News 08 (7/19/08, “Voa News: Asian Markets Rebound; Growth Outlook Dims Due To Financial Market Woes” pg online @ lexisnexis//au)
Asia's financial markets recovered strongly Friday as investors took their cue from U.S. central bank intervention with the pumping of over $200 million into fragile credit markets and government measures to boost share trading volumes. The Hong Kong and Shanghai indices surged over nine per cent after the Chinese government cut taxes on share purchases and bought shares in state-owned banks. Japan's Nikkei index gained almost four percent while shares in South Korea leapt over 4.5 percent as investor confidence returned to the markets driven on by a strong U.S. market recovery. 

Foreign Investment is high

Asia Pulse 4/26 (4/26/10 “ S. Korea To Begin Exit Plans After Private Sector Recovers: Bok Gov” pg online @ lexisnexis//au)
The quarterly World Economic Outlook report, released Wednesday by the International Monetary Fund, advised most advanced economies to maintain a "supportive thrust" this year through expansionary fiscal and low-interest rate policies to further sustain growth and employment. "Multispeed recoveries imply that policies will necessarily be tied to individual country circumstances," the IMF report said. "But there are spillovers when the timing of policy actions varies, and economies should take these into account in setting policies." The IMF has projected South Korea's economy to expand 4.5 per cent this year, citing robust exports, growing domestic demand and inflows of foreign investment. The BOK puts the figure at 5.0 per cent. 

***LINKS / Internal Links 

2nc Link Block
Our link is empirically true – withdrawal will destroy investor confidence
AFP News 03  (3/27/03, “North Korea not a US target -- top South Korean presidential advisor” pg online @ lexisnexis//au)

Washington has not ruled out using a military option to deal with North Korea's nuclear crisis and Pyongyang has accused Washington of planning a pre-emptive strike. But Ban said South Korea had received assurance from US President George W. Bush and other top US officials that the stand-off would be resolved peacefully. Recent moves by North Korea to escalate the crisis and signs of friction in the US-South Korean alliance have spooked foreign investors, Ban said. Reports that the United States was ready to withdraw ground troops from South Korea have added to the uncertainty. Ban, who visited Hong Kong and New York recently to reassure investors, said he was surprised at the level of alarm generated by the nuclear crisis and fears of war which he blamed on groundless speculation about US intentions. A senior South Korean government official said that Seoul would have a major say in how the crisis was resolved. "In no circumstance would the United States take unilateral action without full consultation with the Korean government." High-level military talks are scheduled for next month to discuss the possible relocation of some of the 37,000 US troops stationed in South Korea from bases near the demilitarized zone (DMZ) on the border with North Korea to areas south of the Han river that bisects Seoul. 
U.S. plays a key role – reassures investors
Levin 4, Senior Analyst at the RAND Corporation, (Norman D, “Do the Ties Still Bind?: The US-ROK Security Relationship After 9/11,” http://www.rand.org/pubs/monographs/2004/RAND_MG115.pdf)

Linked to this role as a regional stabilizer is the importance of the U.S. in the South Korean economy. To be sure, the U.S. is no longer South Korea’s largest trading partner. This position has now been taken over by China.10 The relative U.S. share in South Korean exports and imports, moreover, continues to decline. Whereas the U.S. accounted for more than 50 percent of Korea’s total trade in the 1960s, by the beginning of the 2000s the U.S. share had fallen to less than half of that. In 2002, the U.S. took less than 20 percent of Korea’s merchandise exports and supplied less than 15 percent of Ko rea’s merchandise imports.11 Still, the U.S. continues to play a major role affecting South Korean economic prospects. The U.S. remains a leading trade partner for South Korea, for example, taking in over the past decade between one-fourth and one-fifth of total ROK exports.12 It is also the largest foreign investor in South Korea, accounting in 2002 for roughly half of all foreign investment.13 Close security ties with the U.S. reassure foreign investors more broadly, a critical role given the uncertain prospects in North Korea, the continuing nuclear standoff, and Pyongyang’s demonstrable unpredictability. South Korea’s former ambassador to the U.S., Yang Sung-Chul, implicitly highlighted the importance of this role in a recent speech by repeatedly stressing the connection between the level of tension on the Korean Peninsula and South Korea’s economic prospects.14 The new government of Roh Moo-hyun has stressed the linkage between security ties with the U.S. and prospects for the South Korean economy particularly heavily. This emphasis appears intended at least partly to appeal to young Koreans who no longer worry much about the North Korean threat but worry a great deal about the South Korean economy. A broader intention is to reassure foreign investors nervous about apparent strains between South Korea and the United States.

Alliance key to ROK access to U.S. market and cutting edge technology
Korea Herald 08 (3/12/08, “Lee's dilemma: Containment or engagement” pg online @ lexisnexis//au)

Improving political and commercial ties with South Korea's two primary allies - the United States and Japan - will assist President Lee in achieving his economic priorities. Maintaining the U.S.-South Korea alliance will ensure South Korea's ability to deter military adventurism by North Korea. At the same time, Seoul will be able to sustain access to the United States market, second only to China in terms of importance for South Korea's exports. Improving relations with Japan will essentially achieve similar results. South Korea's continuing positive relations with both allies will also provide it with access to foreign investment, cutting edge technology, advanced management skills and education - all critical for economic success. 

2nc Link Block

Presence key to favorable climate for investment
IPS 04 (9/5/04, “South Korea: When U.S. Cuts Troops, Ties With Seoul Will Change” pg online @ lexisnexis//au)

But some U.S. academics question the assumption that ties with South Korea have been overly dependent on security issues, such as North Korea. "It's a mistake to look at South Korean attitudes toward the U.S. military alliance solely in terms of security considerations," Selig Harrison, director of the Asian programme of the Centre of International Policy, said at the same discussion. "The economics of the situation are very important." He explained that South Korea gets many other benefits from U.S. military presence, a line of argument that U.S. officials also used in countries like the Philippines - which for nearly a century hosted the largest U.S. army and naval bases outside the continental United States. The U.S.-South Korea alliance, Harrison pointed out, "creates a climate of stability favourable for foreign investment and for the preferential economic treatment by international financial institutions that South Korea has received - for example, the 1997 International Monetary Fund bailout". He estimated the direct cost of U.S. forces in South Korea to be roughly two billion U.S. dollars a year, apart from billions of dollars in military grants and foreign military sales. He argued that the "almost unspoken, underlying but very real reason why the prospect of an end of the alliance is unsettling to the South Koreans" is that "the U.S. military presence and the alliance commitment of the United States provides a very large economic subsidy to South Korea, an economic cushion, if you will".
Troop withdrawal will cause instability and scare off foreign investors

JoongAng Daily, 03 (2/15/03, “Welcoming social chaos,” http://joongangdaily.joins.com/article/view.asp?aid=1935073)

Amid the rising tensions between the United States and North Korea over Pyeongyang's nuclear weapons program, talk about whether U.S. troops should be pulled out of South Korea is perplexing. The South Korean public's outcry over the accidental killing of two teenagers run over by a U.S. armored vehicle has induced anti-American slogans, which sparked discomfort in Washington. Reports that Washington raised the pullout issue with President-elect Roh Moo-hyun's special envoys visiting the United States were met with half-doubt here. But now that U.S. Defense Secretary Donald Rumsfeld has told the Senate Armed Services Committee that he wanted to realign the long American military presence in South Korea, the withdrawal issue seems accepted as an established fact. But the government and Mr. Roh's aides have not stated their positions on the issue. They are behaving as if the problem were not theirs. They vaguely said that a pullout would not take place, or that a realignment is part of Washington's global strategy. Looking at both countries' attitudes toward the issue, it seems that talks on a withdrawal are not part of a close strategic cooperation between two allies. Mr. Rumsfeld told senators that he had accepted a suggestion by Seoul's incoming president to study the bilateral relationship. The U.S. defense secretary went on to say that the U.S. government was considering shifting U.S. forces away from the fortified border between North and South Koreas and perhaps removing some of the 37,000 U.S. troops stationed in the south. The suggested pullout of American troops from the Demilitarized Zone and the Seoul area is interpreted as Washing-ton's message that U.S. forces in the South would no longer play the role as a tripwire to warn Pyeongyang that any attack from the North would automatically involve U.S. troops. As suggested by the president-elect's remark, "It is better to struggle than to suffer death in a war," it is clear that his perception of and prescription for the North Korea nuclear standoff is different from Washington's. We hope Mr. Roh has not prompted the United States to question why it should keep its troops here in the face of such differences. We cannot overemphasize the importance of the U.S. military presence in South Korea. We hope that we could defend ourselves without depending on American troops in the near future. Now is not the time to raise the question of removing U.S. forces from the peninsula. They play a crucial role as a deterrent. Without U.S. troops the situation here would be extremely unstable, scaring off foreign investors and causing tremendous economic and social chaos. Washington and Seoul should not forget that.
2nc Defense Spending Link
Withdrawal crushes South Korean econ – defense expenditures 

Suh, 10 – Associate Professor and Director of Korea Studies at SAIS, (5/17/10, J.J., Foreign Policy in Focus, “Allied to Race? The U.S.-Korea Alliance and Arms Race,”  http://www.fpif.org/articles/allied_to_race_the_us-korea_alliance_and_arms_race) 
Using the second, more indirect measure is more complicated for it involves counterfactual estimates. One needs to estimate the marginal increase in Seoul’s defense expenditure if the alliance were terminated. This in turn involves assessing two kinds of costs. First, if the alliance were terminated and the American military withdrawn, Korea would first have to fill the void with its own forces at its own cost. Some 40,000 American soldiers would have to be replaced with Koreans, and all the facilities manned by Americans would have to be managed by Koreans. These extra personnel would have to be paid, and the operating costs of the facilities would have to be borne by Seoul. This is exactly the argument that the Ministry of National Defense made in its defense of the alliance:

The U.S. Forces in Korea help us [Koreans] reduce our defense spending, which contributes  to our continued economic development. If we take into account all the equipment and  materials that the USFK maintains in-country as well as the several billion dollars it spends  on maintenance and operations, its opportunity cost is tremendous. If the USFK should be  withdrawn, it would take an astronomical amount of additional defense expenditures to  compensate for its absence.
Plan forces massive increase in defensive spending – hurts ROK spending

Eberstadt, et al, 07 -- Henry Wendt Scholar in Political Economy at AEI (Nicholas, Christopher Griffin – research fellow at AEI, Friedberg – prof at Princeton, AEI, 10/6/2007, “Toward an America-Free Korea.” http://www.aei.org/article/26924) 

Economic Performance. Dramatically higher defense expenditures would in the first place put a substantial additional burden on Seoul's national budget. More generally, South Korea's economic prospects would also likely suffer in a post alliance world. In the longer run, international (and domestic) investors would almost surely lose confidence in the country without the assurance the alliance provides against a recurrence of hostilities on the peninsula.
To the extent that trade "follows the flag," the country's trade patterns would also shift--away from the U.S. and towards greater dependence upon China. While the U.S.-ROK alliance does not appear to be a major driver of bilateral economic relations, it does nonetheless provide incalculable but possibly non-trivial economic benefits. Would Washington be as willing to fight for a Free Trade Agreement with South Korea if Seoul was not a military ally--much less step in to help with the economic reconstruction of northern Korea if the Pyongyang regime collapsed in a post-alliance era?

2nc Defense Spending Link
Presence provides a significant defense subsidy for South Korea – stops massive increases in its defense spending

Harrison, 06 – has visited North Korea 9 times and is Director of the Asia Program and Chairman of the Task Force on U.S. Korea Policy at the Center for International Policy (Feb 2006, Selig S., originally appeared in The Korea Policy Review, “The New Face of the South Korea-U.S. Alliance and the North Korea Question,”

http://www.japanfocus.org/-Selig_S_-Harrison/2141, JMP)

A more common answer was that the U.S. alliance creates a climate of stability favorable for foreign trade and investment. But no one mentioned what I consider the real, unspoken, underlying reason why the prospect of an end to the U.S. alliance is unsettling to South Korea: the U.S. military presence and the alliance commitment provide the massive economic subsidy to the South mentioned earlier.
This unspoken reason was once spelled out to me by a former U.S. Ambassador to South Korea, the late William J. Porter, later Ambassador to Saudi Arabia. In April, 1971, I was visiting Seoul for the Washington Post and had a long conversation with Porter, who was a very plain-spoken man. He was angry. He was engaged at that time in bitter negotiations with the Park Chung Hee military regime over the size of the U.S. military presence in the South. He had successfully pushed the Nixon Administration to cut down the U.S. presence from 60,000 to 40,000 troops, but South Korea was fighting it tooth and nail. “That’s not surprising,” he said. “They have attached themselves to the big fat udder of Uncle Sam and naturally they don’t want to let go.”

The subsidy provided by the U.S. presence enables South Koreans to postpone hard choices concerning how fast, and how far, to move toward reunification, and thus it postpones hard choices between civilian and military budgetary priorities.

The U.S. presence enables the South to minimize the sacrifices that would otherwise be necessary to maintain its existing high levels of defense spending. By the same token, the withdrawal of U.S. forces would force Seoul to decide whether it should seek the same level of security now provided by the U.S. presence by upgrading defense expenditures—or whether, instead, the goal of accommodation and reunification with the North would be better served by negotiating a mutual reduction of forces with the North.

Lower-income groups in the South would benefit from a diversion of resources from military spending to social welfare programs. The South’s upper and middle-income minority, by contrast, has acquired a vested interest in the status quo. Without its U.S. subsidy, Seoul would have to double or triple its military budget if it wanted to replace the conventional forces now deployed for its defense by the United States _ not to mention the much higher outlays that independent nuclear forces would require.
Military Presence Key to Investor Confidence & Econ
Military Presence facilitates foreign investment and economic growth

Hwang 06 – PhD and Senior Policy Analyst for Northeast Asia in the Asian Studies Center 

(10/16/06, “The U.S.-Korea Alliance on the Rocks: Shaken, Not Stirred” pg online @ [http://www.heritage.org/Research/Lecture/The-US-Korea-Alliance-on-the-Rocks-Shaken-Not-Stirred]//au)

For South Korea, the alliance was born out of desperate necessity after the Korean War; for without American commitment, the precarious Armistice agreement would surely not have lasted long. For the United States, the alliance was a product of the regional and global context of the Cold War and its geo-strategic rationale of containment and deterrence. The bilateral Mutual Defense Treaty was a pointed effort at reversing Acheson's miscalculation by declaring to the region and the world that the United States was going to be involved and present in Asia. Over the decades, the U.S.-ROK relationship has far exceeded expectations, proving to be one of the best in America's history and often touted as an exemplary model for other alliances. It has successfully served not only to deter North Korean aggression but also as one of the pillars of U.S. security strategy in East Asia: to promote stability and pros­perity in the region. The alliance has also been the basis for direct and indirect U.S. economic assistance to South Korea, which has reduced its security expenditures and facilitated continuous and rapid economic growth. Furthermore, creating a stable security environment has allowed foreign investors and trade partners to have greater confidence in the economic future of Korea.

US Military Commitment to South Korea increases investor confidence
Korea Herald 03 (5/16/03, “Summit gets mixed reactions; Seoul experts divided on outcome of Roh-Bush talks” pg online @ lexisnexis//au)

"The summit was fruitful in that both sides restored mutual trust, and they took the first step to continue the nuclear talks between Pyongyang and Washington," said Yun Duk-min, professor at the Institute of Foreign Affairs and National Security. Yun said the joint statement will also function as a warning against North Korea to deter them from taking military provocations. Kim Chang-soo, researcher at the Korea Institute for Defense Analyses, said South Korea received the U.S. promise of strong military commitment in return for agreeing on a warning against the North's nuclear issue. "The U.S. military commitment should help clear worries of foreign investors about the security of South Korea," Kim said. President Bush reaffirmed in the joint statement that the U.S. military will maintain its commitment with a robust forward presence on the peninsula.
US presence is critical to attracting foreign investment and Northeast Asian stability
Behn 03- Washington Times Correspondent to South Korea

(9/3/03, “Roh vows again to seek vote on rule” pg online @ lexisnexis//au)

Just up the road, American and South Korean troops - who train relentlessly to protect the border from invasion - stand unflinchingly at attention just a concrete block away from equally determined North Korean soldiers. The desire for a more-equal relationship with the United States does not mean everyone wants the Americans to leave. Many believe the U.S. presence in South Korea is crucial to maintaining regional stability and attracting steady flows of foreign investment. "We need a continued military presence for the time being and even after unification," says Park Jin, spokesman for the conservative Grand National Party, which controls 149 seats in the 273-member National Assembly. "U.S. forces are not just a deterrent to the North; they are a stabilizer in Northeast Asia."

Withdrawal Causes Economic Instability
Withdrawal spurs regional and economic instability
Kinne 04- Colonel and US Army Researcher

(5/3/04, “U.S. Strategy Towards North Korea” pg online @ [http://www.dtic.mil/cgi-bin/GetTRDoc?Location=U2&doc=GetTRDoc.pdf&AD=ADA423691]//au)
The economic advantages associated with the strategic withdrawal of forces from the Korean peninsula would consist of reduced costs associated with maintaining a forward presence and potential access to North Korean markets should a U.S. withdrawal facilitate future peace. Likewise, the disadvantages far outweigh the advantages should our withdrawal result in a resumption of conflict. Removal of forces would also signal a change in U.S. resolve, no doubt influencing both regional and economic stability. The historical conquest of South Korea by Japan makes it possible that Korea would align itself with China for economic and security support if needed. Loss of U.S. credibility, prestige, and influence in the Asian-Pacific region could rapidly follow. 
A2: Link Turns / “X” Issue Hurting Investment Now
Our link outweighs their turns – the stability of the alliance is the most critical factor for investors

Xinhua 03 (4/2/03 “Iraq-bound troops will benefit South Korea: president” pg online @ lexisnexis//au)
Enhancing the alliance with the United States would be beneficial to resolving the nuclear issue of the Democratic People 's Republic of Korea (DPRK), said Roh. He said "there are differences" between South Korea and its traditional ally - the United States, but "now the differences are dwindling." Although the United States reiterated that the DPRK nuclear issue was different from the Iraq situation, and it also shared the view with South Korea that the nuclear standoff should be resolved peacefully, South Korea should notice that "danger still exists here", said Roh. "Close cooperation on the nuclear issue between South Korea and the United States is very important," the president said. Roh told lawmakers that many foreign investors thought a deteriorated South Korea-US alliance was the most harmful factor for the South Korean economy. Measures should be taken to "ease the anxiety."
ROK Economy Modeled
South Korea’s economy is modeled throughout Asia
Korea Times 10 (5/18/10, “Korean model setting example” pg online @ lexisnexis//au)
A growing number of Asian nations are rushing to learn from South Korea's experience and know-how in economic advancement and coping with the financial crisis as the country recovers at the fastest rate from the global meltdown. Former ranking government officials are playing a leading role in exporting the country's economic development model and improving its image in the Asian community, which is expected to become a bigger export market following the crisis. Yeo Han-koo, 42, a former director at the Ministry of Knowledge Economy, has advised developing countries on foreign investment and economic development policies at the World Bank since March. The international economic organization asked Yeo to share the nation's know-how and economic strategies with developing countries. The Korean government also has provided similar consulting services under the "Knowledge Sharing Program" (KSP) since 2004. The KSP is a program designed to help other countries develop their economic potential using Korea's experience of rapid economic growth. The budget for the KSP increased five times between 2007 and 2010. It has increased every year, even during the financial crisis - from 15 billion won in 2007, the final year of the Roh Moo-hyun administration, to 75 billion won in 2010 under President Lee Myung-bak. The nation had presented consulting services to 15 countries on 134 topics by 2009. The government said that the nation's unique experience attracted many developing countries. "Recognizing Korea's uniqueness as a successfully transitioned donor status country, there have been increasing requests by governments of developing countries to share Korea's experience in this area," the Ministry of Strategy and Finance said on its official Web site. "Korean researchers are also increasingly engaged in research in this field to perform more efficiently and effectively in sharing knowledge on economic development experiences." Retired high ranking officials, including former ministers, are the main manpower pool for the program. Kwon O-kyu, former deputy prime minister, has served as project manager for Indonesia. Kwon advised to the nation on several topics, such as economic policies, regulations for financial firms and mid-term financial plans. He visited the finance minister of Indonesia in Jakarta and shared his knowledge on the issues. Hyun Jung-taik, former president of the Korea Development Institute, provided consulting services for Uzbekistan on the Navoi Free Industrial Economic Zone, which the nation kicked off in December 2008. Navoi Province is located in the central part of Uzbekistan, and is the largest industrial center in the country. Hyun advised on the management of the zone in January based on Korea's experiences of operating various free economic zones. Lee Hyung-koo, former labor minister, was asked by Kazakhstan to work for the nation as an economic advisor last year while he was serving as a leader of KSP. He willingly accepted the proposal and shared his expertise. This year, more nations will join the KSP including the United Arab Emirates. Korea suggested providing the economic consulting service when it bid to export nuclear power plants to the Middle East nation. South Korea has been a model for developing Asian economies as it is considered an impressive success story of transforming a war-ravaged agrarian economy into a manufacturing powerhouse.
***IMPACTS
U.S. Economy Impact
South Korean economy is key to the US economy
Hubbard 01- Former U.S. Ambassador to Korea

(11/8/01, “Ambassador Hubbard's Remarks to the FKI - November 8, 2001” pg online @ [http://statelists.state.gov/scripts/wa.exe?A2=ind0111b&L=uskorea-kr&D=1&P=352]//au)
So, today I will try to give you a U.S. perspective on U.S.-Korea trade relations, on Korea’s economic prospects, and on the economic aftermath of the September 11th terrorist attacks. To begin with trade, Korea is a vitally important partner of the U.S., with a large and growing market, both in and outside of Seoul. Korea is the world’s 11th-largest economy. Last year, the U.S. and Korea did roughly $68 billion in two-way trade, with U.S. Department of Commerce figures showing that the U.S. registered a $12 billion deficit. The U.S. is Korea’s largest export market; Korea is America’s 6th-largest export market, and our 4th-largest market for agricultural products. American firms are very active in Korea, and in most sectors they are maintaining or gradually increasing their market shares. Another indicator of U.S. business interest in the Korean market comes from the Commercial Section of our Embassy, which has supported the efforts of over 3,000 U.S. firms this year. The American Chamber of Commerce in Korea also reflects this high level of commercial interest in the Korean market. It is one of the largest and most active AMCHAM chapters in the world. The Korean economy has made an impressive recovery from the financial crisis of four years ago. Recently, however, growth has slowed as exports decline to Korea’s largest markets, which are also experiencing their own economic downturns. Korea depends heavily on exports to sustain growth, making it especially vulnerable to drops in world demand. A case in point is the worldwide downturn in electronic commodities, which has affected the Korean economy. Despite the sluggish export situation during 2001, the Korean economy has impressively managed to achieve a modest expansion, even as many other competing Asian economies contract and fall into recession.
A robust South Korean economy is key to US economic growth and competitiveness 
Asia Pulse 09 (10/16/09, “Korea FTA Promoted As Stimulus To Struggling U.S. Economy” pg online @ lexisnexis//au)
In remarks clearly aimed at the Democratic Congress, concerned about a backlash from trade unions over possible job cuts, Han said the South Korean economy is big enough to help boost the slumping U.S. economy by "creating and maintaining jobs in the United States." "Korea's GDP is $1US trillion," he said, referring to the gross domestic product. "It is the third largest market in Asia. It's the seventh largest U.S. trading partner. It's the sixth largest market for the U.S. agricultural products, and the second largest market for the U.S. service industry. It's the seventh largest market for the U.S. infrastructure and information technology." Two-way trading volume reached $83US billion in 2008, with trade in services reaching $19US billion in 2007, according to U.S. government figures. The U.S. International Trade Commission estimates that the reduction of Korean tariffs and tariff-rate quotas on goods alone would add $10US billion to $12US billion to the annual U.S. GDP, and around $10US billion to U.S. annual goods exports to Korea. Han also pointed out that U.S. goods may lose competitiveness in South Korea, which he said "would like to be the hub of free trade agreements in East Asia," referring to the free trade deal South Korea initialed Thursday with the European Union, and similar deals Seoul is seeking with China, Japan, India and other countries.
Global Economy Impact 
South Korean economic collapse causes Korean instability and global depression

Korea Times 98 (9/23/98, “Seoul, Tokyo Underestimate Opportunity For Cooperation” pg online @ lexisnexis//au)
As North Korea's future becomes unclear, and South Korea has faced an economic crisis, adjustments between Seoul and Tokyo over North Korea policy have begun to take on a strategic meaning. Our worst-case scenarios would be for North Korea to collapse before South Korea can economically rebuild itself. If that type of nightmare becomes a reality, South Korea would not be able to bear the huge cost necessary for North Korea's relief and rehabilitation. Even in the minimum calculations, the cost would probably be several times the size of the present foreign debts (150 billion dollars). However, if the South Korean economy collapses totally, it would affect Japan and would trigger a global depression from Japan.'' Basically, even if we could avoid a second Korean War, we are on the same boat. 

South Korean economic collapse crushes the global economy and the US dollar

China News 97

(12/14/97, “S Korean Recession Will Greatly Affect Taiwan” pg online @ lexisnexis//au)
Taiwan's economy will be affected in at least three major aspects if the South Korean currency continues to depreciate, according to the Ministry of Economic Affairs (MOEA). According to an analysis report issued by the MOEA yesterday morning, the South Korean economic downturn will first impact on the global economic development since it is the world's 11th largest economy and 12th trading nation. If the South Korean economic recession continues, it will surely weaken the global economic development. Taiwan's economy will unlikely avoid such impact since the staggering slide of South Korea's won would bring about a reorganization of competitiveness among commodities of developing countries, according to the MOEA's analysis. Secondly, the South Korean economic debacle would affect Taiwan's steel, petrochemcials, electronics and textile industries in a short term because both countries have been strong competitors in these industries. Taiwan, however, would soon catch up with South Korea and even overpass it in this regard since the economic crisis would worsen South Korea's financial capabilities and loaning credibility and thus weaken its enterprises' ability for long-term and sustainable operations, the MOEA said in the analysis. Moreover, the increasing deficit between Taiwan and South Korea will continue and will be difficult to be wiped out in a short term due to the sliding of South Korea's won. South Korea's economic crisis has worsened due to its increasing debts. As investors have losing out their confidence in the South Korean currency, analysts anticipated a slide to a record low of 2,000 wons against a US dollar. 
Low Oil Prices Impact
East Asian economic crisis lowers oil prices

PREMnotes 98 – (March 1998, “The effect will East Asia’s crisis have on developing countries?”, The World Bank, Number 1, http://www1.worldbank.org/prem/premnotes/premnote1.pdf) MGM 

East Asia’s financial crisis will affect other developing countries in five main ways: by shrinking foreign private capital flows, reducing trade volumes, lowering the prices of traded goods, widening spreads for borrowers, and depressing international interest rates.

Smaller capital flows

The crisis has already limited the availabil- ity of foreign private capital. New interna- tional market transactions fell about one-third in November and December 1997, and cross-border bank lending is expected to be much lower in 1998. The reduction in private flows has caused macroeconomic tightening in many devel- oping countries, leading to a multipliereffect on the slowdown in growth and a reduction in the need for external finance. Brazil, the Czech Republic, Russia, and Poland have raised short-term interest rates and, in some instances, cut budget deficits. Reduced access to external capital has been exacerbated by domestic capital flight. Because most large developing economies depend on private capital flows, these developments have the poten- tial to cause a widespread recession.

Reduced trade volumes

External adjustment and currency devalu- ations in the five most affected East Asian countries will lower exports from the rest of the world by about 1.5 percent. Combined, reduced import demand in East Asia and export displacement else- where will cause growth in world export volumes to drop about 0.7 percent in 1998 relative to previous projections (figure 2). As a result developing country growth should fall about 1.0 percent. Besides East Asia, the two most affected regions are the Middle East and North Africa and Latin America and the Caribbean—each suffers about a 1.0 percent drop. (These data refer to the first-round partial equilibrium effect. In practice, some of the adjustment will come through price.) The direct effect on China and India will be small because of their enormous economies and limited trade ties to East Asia, but they will lose moderately from competition in third markets.

Lower prices
The crisis will have a deflationary effect on the prices of traded goods. Commodity prices (oil, natural rubber, timber, rice, and metals) have already fallen (on top of other factors working in the same direction). The five hardest-hit East Asian countries account for about 7 percent of world trade in manufactures, and the dollar price of their exports is expected to fall about 9 percent. Besides East Asia, the regions suffering the largest terms of trade declines are the Middle East and North Africa, Latin America, and Sub-Saharan Africa.

Terms of trade effects vary widely by country (figure 3). The biggest losers are oil exporters—notably Algeria, which in 1998 will suffer a 12.5 percent loss in its terms of trade attributable solely to the cri- sis. But oil importers, notably Turkey, gain substantially. Among other countries, exporters of metals and primary commodities will fare worse than exporters of manufactures. Many countries that will lose—Colombia, Peru, Russia, South Africa—are exporters of minerals and oil but also have a diversified export base, with significant manufactures. Their terms of trade losses will range from 1–9 percent.

Alliance Impact
South Korea’s economy is key to Northeast Asian stability and the alliance
Hubbard 01 – Former U.S. Ambassador to Korea

(11/8/01, “Ambassador Hubbard's Remarks to the FKI - November 8, 2001” pg online @ [http://statelists.state.gov/scripts/wa.exe?A2=ind0111b&L=uskorea-kr&D=1&P=352]//au)

To summarize my views on the Korean economy and our bilateral trade relationship, the United States has an important and overriding interest in a stable and prosperous Korea. American companies, workers and consumers all benefit from economic prosperity in Korea and healthy trade flows between our two nations. A strong, vibrant Korean economy is important to U.S. interests, just as an expanding U.S. economy and open market is important to Korea’s. Of course, our interest in Korea extends well beyond economics and trade. A strong, healthy Korea is critical to our fundamental interests in Northeast Asia. Korea has been, and will continue to be, our friend, partner, and ally. The U.S.-ROK security alliance has been the linchpin of peace and stability on the Korean Peninsula and in Northeast Asia for half a century, and remains so today. 

Democracy Impact
South Korean economic growth is key to US democracy and human rights promotion

Woo 6 – Senior Research Fellow at the Korea Institute for Defense Analyses 

(8/22/06, “Finding vision and rationale for future ties; Korea can enjoy more benefits than losses from alliance with U.S.” pg online @ lexisnexis//au)

For the United States, South Korea in a continued alliance would mean a valuable cooperator in managing the international order, not to mention its economic value as a key trade partner. Strong security ties with South Korea will be helpful to the American war on terrorism and other peace-keeping activities. A continued U.S. military presence in Asia as a vacuum filler will be conducive to Asian stability which in turn is helpful to American prosperity. Above all, a prosperous and stable South Korea will remain as a shining example of American success in disseminating democracy and capitalism. Once the two nations find the alliance mutually beneficial, the task of finding visions and rationale for a future alliance and unveiling the blueprint falls to them, too. Here are some guidelines. First, considering the changes in the U.S. global strategy and priorities, quality rather than quantity or size should be appreciated in the future alliance. Second, even after the threat from the North fades away, the alliance will have to remain as one sharing common values like democracy, human rights, market economy, etc. Third, in the future alliance, South Korea will have to play a more primary role than now and bear an increasing defense burden-sharing reflective of South Korea's economic growth and political achievement. 
South Korea sets an economic and democratic model for Asia 
Newsweek 2/8/10 (“Selling South Korea; Lee Myung-bak wants to move his country to the center of the world.” pg online @ lexisnexis//au)

 In short, the South Korean model is a more mature cousin of China's--a hybrid economy, part free market, part state-controlled--but with more freedom for the market and for political dissent. Now Lee is positioning South Korea within Asia as a dynamic alternative to both China's mighty command economy and Japan's no-growth economy. In Southeast Asia, South Korea has long been admired for completing an economic miracle in just one generation, moving its 48 million people out of poverty and entering the ranks of fully industrialized nations, with average per capita income that surpassed $20,000 in 2007. And, unlike China, South Korea has achieved economic and political growth at the same time, with an increasingly well-established multiparty democracy that respects free speech and election results. South Korea, says U.S. Ambassador Kathleen Stephens, is "the best example in the post-World War II era of a country that has overcome enormous obstacles to achieve this kind of success." Many Southeast Asian nations, alarmed by the harsh sides of the China model, look to South Korea as an alternative. Vietnam is sending civil servants there, studying how in the 1970s and '80s Seoul used massive government support, such as cheap loans, to develop strategic industries such as steel and petrochemicals as the backbone of its export economy. As part of Vietnam's effort to develop capital markets, it also now runs a stock exchange in Hanoi, built with the help of the Korea Stock Exchange. Officials from Vietnam, Cambodia, Indonesia, and Uzbekistan regularly visit South Korea to join training programs that teach economic and business management. "Developing countries are eager to learn South Korea's economic model because of its relevance to them," says Euh Yoon-dae, a Korea University economist currently heading a presidential committee to promote the national brand. "Our open economic system is more appealing to them than, say, that of China."

Democracy Impact
Strong South Korean economy is key to democracy promotion and regional economic cooperation
Korea Times 6/30/10 (“Importance of Korean development model rising” pg online @ lexisnexis//au)


South Korea's spectacular rise as an economy and democracy provides a valuable model for up-and-coming countries, experts said Wednesday in Washington, D.C. At a forum co-organized by the Asia Foundation, scholars discussed the lessons to be learned from Korea's transformation from one of the world's poorest nations to rank as the 14th largest economy. The forum came as the country, the first to evolve from a major recipient of aid to a donor nation, is considering exporting its development model abroad. Lee Jay-min, a professor at Yonsei University, underlined the importance of an outward-looking development strategy and global integration in creating a powerful economy. He said that while other underdeveloped countries attempted to reduce foreign dependency by bolstering local production of industrialized products, Korea got ahead by employing a timely export-oriented approach. 'All economic miracles in the last sixty years have occurred through raising the degree of integration,' he said. 'Integration is a necessary condition for successful growth, making it possible to access the market, capital and technology provided by advanced countries.' During its industrialization, Korea was able protect its domestic market, give subsidies to its industries, and regulate foreign investment by exporting freely to advanced countries. Professors Kwack Sung-yeung of Howard University and Lee Young-sun of Hallym University pointed to uncompromising leadership as key for emerging countries, citing that of former President Park Chung-hee, who spearheaded the industrialization. His determination to break, once and for all, the vicious cycle of poverty and economic stagnation inspired the Korean people to come together and mobilized Korea's resources for national reconstruction, they said. Kwak and Lee said Korea's zeal for education as well as government expansion of educational institutions also contributed greatly to the rise. Looking to the future, Professor Park Myung-lim of Yonsei University said the country can expand on the model by acting as a regional mediator. According to Park, such a role would help stabilize East Asia, where economic cooperation is increasingly important but major powers still jockey to secure their interests. 
US-ROK alliance facilitates South Korean economic growth and democracy
Nye 09 – Professor of IR at Harvard University (11/13/09, “South Korea’s Growing Soft Power” pg online @ [http://www.koreatimes.co.kr/www/news/opinon/2009/11/137_55438.html]//au)

More recently, despite its impressive hard-power resources, South Korea has found that an alliance with a distant power like the United States continues to provide a useful insurance policy for life in a difficult neighborhood. In a recent survey of G20 nations published in the newspaper Chosun Ilbo, the Hansun Foundation ranked South Korea 13th in the world in terms of national power. South Korea ranked 9th in hard power resources but performed more poorly in terms of soft power. In the newspaper's words, ``state of the art factories, high-tech weapons, advanced information communications infrastructure are the key components that a country must have for stronger international competitiveness." But for these ``hard power" ingredients to become true engines of the country's growth and prosperity, they must be backed by more sophisticated and highly efficient ``soft power." South Korea has impressive soft-power potential. Sometimes, Koreans compare their country of 50 million to a neighbor like China or a superpower like the U.S. and believe that they cannot compete with such giants. That may be true in the domain of hard military power, but it is not true of soft-power resources. Many countries that are smaller than South Korea do well with soft power. The political clout of countries such as Canada, the Netherlands, and the Scandinavian states is greater than their military and economic weight, owing to the incorporation of attractive causes such as economic aid or peacemaking in their definitions of their national interest. For example, in the past two decades, Norway, a country of only five million people, has taken a lead in peace talks. Similarly, Canada and the Netherlands have enhanced their soft power not only by their policies in the U.N., but also by overseas development assistance. Such legitimizing policies are readily available to South Korea. Moreover, in terms of attractive values, South Korea has a compelling story to tell. In 1960, it had approximately the same level of economic wealth as Ghana, one of the more prosperous of the newly independent countries in Africa. Today, the two countries are vastly different. Over the next half-century, South Korea became the world's 11th largest economy, with per capita income reaching more than $15,000. It joined the OECD and is an important member of the G20. It has become the home of world-famous brands and a leader in the adoption of the Internet and information technology. Even more important, South Korea also developed a democratic political system, with free elections and peaceful transfer of power between different political parties. Human rights are well protected, as is freedom of speech. South Koreans often complain about the disorderliness of their political system, and the Hansun Foundation Report rated South Korea 16th among the G20 in the efficiency of legislative activities, and 17th in political stability and efficiency. According to the survey, ``The low standings are not surprising, given habitually violent clashes between governing and opposition parties over sensitive bills and unending bribery scandals involving politicians." Nevertheless, while improvement in these areas would certainly enhance South Korea's soft power, the very fact of having an open society that is able to produce and discuss such criticisms makes South Korea attractive. Finally, there is the attractiveness of South Korean culture. The traditions of Korean art, crafts, and cuisine have already spread around the world. Korean popular culture has also crossed borders, particularly among younger people in neighboring Asian countries, while the impressive success of the Korean diaspora in the U.S. has further enhanced the attractiveness of the culture and country from which they came. Indeed, the late 1990s saw the rise of ``hallyu," or ``the Korean wave" ― the growing popularity of all things Korean, from fashion and film to music and cuisine. In short, South Korea has the resources to produce soft power, and its soft power is not prisoner to the geographical limitations that have constrained its hard power throughout its history. As a result, South Korea is beginning to design a foreign policy that will allow it to play a larger role in the international institutions and networks that will be essential to global governance. 

Chinese Democracy Impact
East Asian democracy is key to global democracy – it prevents China’s rise 

Friedman 09 – Prof in Political Science- U Wisconsin
(Edward, Dissent, “China: A Threat to or Threatened by Democracy?” Winter, 

http://www.dissentmagazine.org/article/?article=1318)

THESE CCP antidemocratic policies are significant. Democratization tends to occur regionally—for example, after 1974–1975 in Southern Europe, subsequently in Latin America, in the late 1980s in East Asia (the Philippines, South Korea, and Taiwan), and after November 1989 in Eastern and Central Europe. The CCP regime, in contrast, aims to create an Asian region where its authoritarian ruling groups are unchallenged, in which regional institutions are inoculated against democratization. China’s successes in that direction make it hard to imagine Asia, in any foreseeable future, becoming defined by a democratic ethos that makes authoritarian China seem the odd nation out.  An exception is democratic Taiwan. Starting in the 1990s, Beijing has portrayed Taiwan as a trouble-making polity and a chaotic society. But the basic interests of China’s economic modernizers are to move as quickly as possible into advanced technology and Information Technology (IT). This requires improving economic relations with Taiwan, a world leader in IT. Good relations between Beijing and Taipei would increase exchanges of students, tourists, families, and entrepreneurs across the Taiwan Strait. Democratic Taiwan, over time, could come to seem to Chinese victims of a repressive, greedy, corrupt, and arbitrary political system to be China’s better future.  If Singapore, in a post–Lee Kuan Yew era, would then democratize, that, too, could help make democracy seem a natural regional alternative to politically conscious Chinese. For the CCP is trying to solve its governance problems, in part, by evolving into a Singapore-type authoritarianism, a technocratic, professional, minimally corrupt, minimally cruel, one-party, administrative state. In sum, although the CCP’s foreign policy works against the spread of democracy, there are some ways in which regional forces could yet initiate a regional democratization. The future is contingent on unknowable factors.  One key is Indonesia. There are political forces in Jakarta that oppose Beijing’s efforts in Southeast Asia to roll back the advance of democracy. If Indonesia were to succeed, and if nations in South Asia, Pakistan, and Bangladesh, were also to democratize, it is possible to imagine politically conscious Chinese seeking to ride a wave of regional democratization, especially if Taiwan and Singapore were both admirable democratic alternatives. Although regional factors make all this unlikely, enough wild cards are in play that China’s democratization is not impossible.  HAVING EXAMINED regional forces, we must then ask about the political possibilities inherent in the way economic forces create new social groups that interact with the different interests of state institutions. First, China’s growth patterns have polarized the division of wealth such that China may soon surpass Brazil as the most unequal (but stable) major country in the world. All students of democratic transitions agree that great economic inequality makes ruling groups resistant to a democratization that they believe would put their ill-gotten gains at risk. This consensus hypothesis, that democratic transitions are more likely where economic polarization is limited, is formalized in a rational-choice model in Daron Acemoglu and James A. Robinson’s Economic Origins of Dictatorship and Democracy.  Too much economic inequality is a huge obstacle blocking a democratic transition. The rising urban middle classes prefer to be defended by the authoritarian state rather than risk their status and fortunes in a democratic vote, where the majority is imagined as poor, rural, and vengeful against economic winners, imagined as an undeserving and traitorous upper stratum.  To be sure, there are democratic tendencies that result from the move from collective farming to household agriculture and from the rise of property rights, a new middle class, literacy, wealth, and so on—as Seymour Martin Lipset long ago argued. But an adaptable and resilient CCP regime that continues to deliver rapid economic growth is not going to be abandoned by rising classes worried about vengeance by the losers in a polarized society.  Still, China is combining rapid industrialization with a climb into postmodern service and high-technology-based growth in which industrial workers can seem a dying breed, an albatross to further growth. Core areas of industrialization are beginning to hollow out. It is possible to imagine the losers from China’s continuing rapid growth—for example, sixty million laid-off former State Owned Enterprise (SOE) workers—turning against the regime. Should a global financial shock cause China to lose its export markets, instability might threaten the regime. As Haleb’s Black Swan suggests, a full exploration of democratic possibilities should look into all the wild-card factors. The regime’s economic reformers, however, could be portrayed as having sold the nation’s better future to Western imperialism if Chinese lost their jobs because of an economic virus spreading from New York and London to Shanghai. And then, opponents of the government would not back a move to democracy.  The West would be seen as a fount of evil, and then both the people and the ruling groups might choose a transition to a more chauvinistic and militarist order that would renounce China’s global openness as a betrayal of the nation’s essence. History suggests that left nationalists within the regime, who largely control the security and propaganda apparatuses, would be militantly against any opening to democracy.  Such a neofascist ruling coalition might turn to military adventures or close China’s doors in order to appeal to nativists—in ways, however, that would lose China the sources of continuing high growth. That is, neofascist hardliners might implement policies that would alienate many people in China and in Asia, and thereby create a counterforce that might find democracy attractive. But such imaginings rest too much on long-term speculations about concatenating factors leading to distant futures. Such meanderings of the mind should not be confused with confident predictions about a democratic outcome.  Still, it is clear that much depends on how the post-Mao right-authoritarian populist system relates to social contradictions. The CCP is moving toward presidential succession rules similar to what Mexico institutionalized in its earlier era of a one-party dominant presidential populism. Mexico had a one-term president for six years who chose his successor; China has a president who serves two five-year terms and chooses his successor at the close of the first. Chinese analysts fear that as economic stagnation, corruption, and debt delegitimated Mexico’s presidential populism, so the same could happen with China. The danger is dubbed Latin Americanization.  Anxious analysts worry about the entrenchment of greedy local interests that resist the many adaptations required for the continuing rapid growth that wins legitimacy and stability for the regime. Ever less charismatic and weaker presidents in China will lack the clout to defeat the vested interests who will act much as landed elites acted in the days of the ancien régime to block the changes required for economic growth. Resultant stagnation would create a regime crisis, as occurred in Latin America in the 1960s and 1970s, leading there to a wave of military coups, but also, in the 1980s, to a democratic opening in Mexico—because, among other things, Mexico uniquely abutted the United States and wished to benefit from greater access to the U.S. market. China has no similarly large and attractive democratic neighbor, unless globalization so reduces distance that the two sides of the Pacific seem no further apart than the English Channel did in the eighteenth century. This is a real possibility in our age of transportation and communication revolutions.  The internal Chinese analysis of a future crisis brought on by Latin Americanization should be treated seriously. But East Asian economic growth seems to me to be of a different order than Latin America’s. Region is decisive. In addition, household agriculture and physical mobility in China make it likely that Kuznets curve factors, in which the economic gap narrows after an initial widening as a country develops, will operate in China in the future. That is, the forces of polarization will be reversed. Chinese household agriculture is very different from the world of the landed elites that emerged out of slave-plantation Latin America. Perhaps there will turn out to be truth to the analogy of a feudal-like CCP-type system rooted in Russian czarist feudal institutions with the repressed labor relations of plantation slavery and its aftermath. My own hunch, however, is that anxiety about Latin Americanization in China is an indicator that the regime remains preemptive, flexible, and responsive to threats and will, therefore, head off dangers to the regime, nipping them in the bud. It is a resilient regime, not a fragile one.  ALTHOUGH WE may be seeing through a glass darkly to try to locate forces of regime instability or democratization in China, what is clear is how to analyze the forces at work that will decide whether it is more or less likely that China will democratize. An analyst should try to understand how the forces of region, of groups and interests fostered by the economic moment globally and at home, and of the state, comprehended in terms of the strength and weakness of its diverse and conflicting elements, interact. My own reading of this interaction is that democracy is not impossible, but that a far more likely outcome is either continuity, that is, evolutionary change toward a dominant-party populist presidentialism imagining itself as becoming more like authoritarian Singapore, or a transition in a more chauvinistic and militaristic direction. China is not likely to democratize in any immediate future, but it is not inconceivable.  China is a superpower probing, pushing, and pulling the world in its authoritarian direction. Japan is out of touch in imagining a superior Japan leading China into an East Asian Community, with Japan showing China the way in everything from environmentalism to shared high standards of living. For Confucian China, China is the core, apex, and leader of an Asian community. The CCP intends for authoritarian China to establish itself as a global pole.  China will similarly experience it as a threatening American arrogance for the U.S. government to assume that an incredibly successful China, imagining itself as a moral global pole leading humanity in a better direction, needs to be saved by American missionaries of democracy. The democracies might be able to promote an end to systemic abuses of human rights in China, but Americans will not be 
heard in Chinese ruling circles unless they abandon a democratization agenda in which change for the better in China presupposes ending the leadership role of the CCP. Appeasement is the price of long-term good relations. The alternatives seem too costly.  There is no other long-lasting basis for trustful cooperation with the government in Beijing than to accept the regime’s legitimacy. CCP ruling groups imagine foreign democracy-promotion as a threat to China’s—and the world’s—better future, identified, of course, as at one with the interests of CCP ruling groups. Can the world afford not to treat China as the superpower it is? The CCP imagines a chaotic and war-prone world disorder of American-led democracy-promotion being replaced by a beneficent Chinese world order of authoritarian growth with stability. There may be far less of a challenge to China from democracy than there is a challenge to democracy from China.  Democracy-promoter Larry Diamond concludes in his recent book The Spirit of Democracy that democracy is in trouble across the world because of the rise of China, an authoritarian superpower that has the economic clout to back and bail out authoritarian regimes around the globe. “Singapore . . . could foreshadow a resilient form of capitalist-authoritarianism by China, Vietnam, and elsewhere in Asia,” which delivers “booming development, political stability, low levels of corruption, affordable housing, and a secure pension system.” Joined by ever richer and more influential petro powers leveraging the enormous wealth of Sovereign Investment Funds, “Asia will determine the fate of democracy,” at least in the foreseeable future. Authoritarian China, joined by its authoritarian friends, is well on the way to defeating the global forces of democracy.

Chinese Democracy Impact
Democracy Promotion checks global nuclear war 
Muravchik 01 – Resident Scholar at AEI

(Josh, “Democracy and Nuclear Peace”, July, http://www.npec-web.org/Syllabus/Muravchik.pdf)

The greatest impetus for world peace -- and perforce of nuclear peace -- is the spread of democracy. In a famous article,  and subsequent book, Francis Fukuyama argued that democracy's extension was leading to "the end of history." By this  he meant the conclusion of man's quest for the right social order, but he also meant the "diminution of the likelihood of  large-scale conflict between states."  1  Fukuyama's phrase was intentionally provocative, even tongue-in-cheek, but he was  pointing to two down-to-earth historical observations: that democracies are more peaceful than other kinds of government  and that the world is growing more democratic. Neither point has gone unchallenged.  Only a few decades ago, as distinguished an observer of international relations as George Kennan made a claim quite  contrary to the first of these assertions. Democracies, he said, were slow to anger, but once aroused "a democracy …  fights in anger … to the bitter end."  2  Kennan's view was strongly influenced by the policy of "unconditional surrender"  pursued in World War II. But subsequent experience, such as the negotiated settlements America sought in Korea and  Vietnam proved him wrong. Democracies are not only slow to anger but also quick to compromise. And to forgive.  Notwithstanding the insistence on unconditional surrender, America treated Japan and that part of Germany that it  occupied with extraordinary generosity.  In recent years a burgeoning literature has discussed the peacefulness of democracies. Indeed the proposition that  democracies do not go to war with one another has been described by one political scientist as being "as close as  anything we have to an empirical law in international relations."  3  Some of those who find enthusiasm for democracy off-  putting have challenged this proposition, but their challenges have only served as empirical tests that have confirmed its  robustness. For example, the academic Paul Gottfried and the columnist-turned-politician Patrick J. Buchanan have both  instanced democratic England's declaration of war against democratic Finland during World War II.  4  In fact, after much  procrastination, England did accede to the pressure of its Soviet ally to declare war against Finland which was allied with  Germany. But the declaration was purely formal: no fighting ensued between England and Finland. Surely this is an  exception that proves the rule.  The strongest exception I can think of is the war between the nascent state of Israel and the Arabs in 1948. Israel was an  embryonic democracy and Lebanon, one of the Arab belligerents, was also democratic within the confines of its peculiar  confessional division of power. Lebanon, however, was a reluctant party to the fight. Within the councils of the Arab  League, it opposed the war but went along with its larger confreres when they opted to attack. Even so, Lebanon did little  fighting and soon sued for peace. Thus, in the case of Lebanon against Israel, as in the case of England against Finland,  democracies nominally went to war against democracies when they were dragged into conflicts by authoritarian allies.  The political scientist Bruce Russett offers a different challenge to the notion that democracies are more peaceful. "That  democracies are in general, in dealing with all kinds of states, more peaceful than are authoritarian or other non-  democratically constituted states … is a much more controversial proposition than 'merely' that democracies are peaceful  in their dealings with each other, and one for which there is little systematic evidence," he says.  5  Russett cites his own  and other statistical explorations which show that while democracies rarely fight one another they often fight against  others.  The trouble with such studies, however, is that they rarely examine the question of who started or caused a war. To  reduce the data to a form that is quantitatively measurable, it is easier to determine whether a conflict has occurred  between two states than whose fault it was. But the latter question is all important. Democracies may often go to war  against dictatorships because the dictators see them as prey or underestimate their resolve. Indeed, such examples  abound. Germany might have behaved more cautiously in the summer of 1914 had it realized that England would fight to  vindicate Belgian neutrality and to support France. Later, Hitler was emboldened by his notorious contempt for the  flabbiness of the democracies. North Korea almost surely discounted the likelihood of an American military response to its  Page 2  invasion of the South after Secretary of State Dean Acheson publicly defined America's defense perimeter to exclude the  Korean peninsula (a declaration which merely confirmed existing U.S. policy). In 1990, Saddam Hussein's decision to  swallow Kuwait was probably encouraged by the inference he must have taken from the statements and actions of  American officials that Washington would offer no forceful resistance.  Russett says that those who claim democracies are in general more peaceful "would have us believe that the United  States was regularly on the defensive, rarely on the offensive, during the Cold War."  6  But that is not quite right: the word  "regularly" distorts the issue. A victim can sometimes turn the tables on an aggressor, but that does not make the victim  equally bellicose. None would dispute that Napoleon was responsible for the Napoleonic wars or Hitler for World War II in  Europe, but after a time their victims seized the offensive. So in the Cold War, the United States may have initiated some  skirmishes (although in fact it rarely did), but the struggle as a whole was driven one-sidedly. The Soviet policy was "class  warfare"; the American policy was "containment." The so-called revisionist historians argued that America bore an equal  or larger share of responsibility for the conflict. But Mikhail Gorbachev made nonsense of their theories when, in the name  of glasnost and perestroika, he turned the Soviet Union away from its historic course. The Cold War ended almost  instantly--as he no doubt knew it would. "We would have been able to avoid many … difficulties if the democratic process  had developed normally in our country," he wrote.  7  To render judgment about the relative peacefulness of states or systems, we must ask not only who  started a war but why. In particular we should consider what in Catholic Just War doctrine is called "right  intention," which means roughly: what did they hope to get out of it? In the few cases in recent times in  which wars were initiated by democracies, there were often motives other than aggrandizement, for  example, when America invaded Grenada. To be sure, Washington was impelled by self-interest more  than altruism, primarily its concern for the well-being of American nationals and its desire to remove a  chip, however tiny, from the Soviet game board. But America had no designs upon Grenada, and the  invaders were greeted with joy by the Grenadan citizenry. After organizing an election, America pulled  out. In other cases, democracies have turned to war in the face of provocation, such as Israel's invasion  of Lebanon in 1982 to root out an enemy sworn to its destruction or Turkey's invasion of Cyprus to rebuff  a power-grab by Greek nationalists. In contrast, the wars launched by dictators, such as Iraq's invasion of  Kuwait, North Korea's of South Korea, the Soviet Union's of Hungary and Afghanistan, often have aimed  at conquest or subjugation.  The big exception to this rule is colonialism. The European powers conquered most of Africa and Asia, and continued to  hold their prizes as Europe democratized. No doubt many of the instances of democracies at war that enter into the  statistical calculations of researchers like Russett stem from the colonial era. But colonialism was a legacy of Europe's  pre-democratic times, and it was abandoned after World War II. Since then, I know of no case where a democracy has  initiated warfare without significant provocation or for reasons of sheer aggrandizement, but there are several 
cases  where dictators have done so.  One interesting piece of Russett's research should help to point him away from his doubts that democracies are more  peaceful in general. He aimed to explain why democracies are more peaceful toward each other. Immanuel Kant was the  first to observe, or rather to forecast, the pacific inclination of democracies. He reasoned that "citizens … will have a great  hesitation in … calling down on themselves all the miseries of war."  8  But this valid insight is incomplete. There is a deeper  explanation. Democracy is not just a mechanism; it entails a spirit of compromise and self-restraint. At bottom, democracy  is the willingness to resolve civil disputes without recourse to violence. Nations that embrace this ethos in the conduct of  their domestic affairs are naturally more predisposed to embrace it in their dealings with other nations.  Russett aimed to explain why democracies are more peaceful toward one another. To do this, he constructed two models.  One hypothesized that the cause lay in the mechanics of democratic decision-making (the "structural/institutional model"),  the other that it lay in the democratic ethos (the "cultural/normative model"). His statistical assessments led him to  conclude that: "almost always the cultural/normative model shows a consistent effect on conflict occurrence and war. The  structural/institutional model sometimes provides a significant relationship but often does not."  9  If it is the ethos that makes democratic states more peaceful toward each other, would not that ethos also make them  more peaceful in general? Russett implies that the answer is no, because to his mind a critical element in the peaceful  behavior of democracies toward other democracies is their anticipation of a conciliatory attitude by their counterpart. But  this is too pat. The attitude of live-and-let-live cannot be turned on and off like a spigot. The citizens and officials of  democracies recognize that other states, however governed, have legitimate interests, and they are disposed to try to  accommodate those interests except when the other party's behavior seems threatening or outrageous.

Chinese Democracy Impact
Chinese Democratization prevents a Sino-Japan War
Friedman 2k – Professor of Pol. Sci. at U. Wisconsin

(Edward, Hawkins Chair, in “What if China Doesn’t Democratize? Implications for War and Peace, Ed. Edward Friedman and Barrett L. McCormick, p. 99-105)

If China does not democratize, Beijing's hostility to Tokyo could facilitate a war in the twenty-first century. In the section on "Sino-Japanese Relations" in his 1997 study of Asia 's Deadly Triangle, Kent Calder, a senior adviser to the U.S. State Department for East Asian and Pacific Affairs, foresees arms races, tensions, and flashpoints for war.2 The dynamics of these dangerous forces lie deep inside China's authoritarian nationalism. Even during the May 1999 Chinese riots sparked by the murderous NATO bombing of China's embassy in Belgrade, many angry Chinese still focused on Japan. Web postings included, "The Americans are the enemy of the Chinese Communist Party. The Japanese are the enemy of the Chinese people. Which is more dangerous?" "Let me predict that in thirty years the U.S. embassy in Japan will be attacked by ten Chinese guided missiles." "China should take care of Japan first." "Right! China should take care of the Japanese devils first. It should start with a boycott of Japanese goods!" "Some say don't forget June 4 [the crushing of the 1989 democracy movement]. If you can't remember September 18 [1931 Japanese invasion], then you are not a true Chinese." "Where will the Chinese people find their living space in the future? In the ocean! We need to move toward the east, toward the east, toward the east!" Except for the era from 1972 to 1982, a special moment when Mao Zedong's policy line of allying with any nation possible against a threatening Soviet Union dominated Chinese politics, making for a momentary Tokyo-Beijing entente, Japan has been treated by the People's Republic of China as a real or potential enemy. In the original Valentine's Day 1950 military treaty with Stalin, Mao took as China's adversary "aggression on the part of Japan or any other state that may collaborate in any way with Japan." 3 As Moscow worried after World War II about German revanchism, so Beijing naturally worried about Japanese revanchism. There should be no doubt that what the two Axis powers did to people they conquered was evil, absolute evil. China's foreign minister, however, declared on August 15, 1951, "The United States Government and the Yoshida government are conspiring to rearm Japan, to enslave the Japanese people, and to drive Japan once again onto the path of aggression." 4 Leninist ideology had imperialism as expansionist and impoverishing. But obviously China's first getting it wrong and then later abandoning Leninism have changed little in Beijing's attitude toward Tokyo. Throughout, China views Japan as tomorrow's military threat. Entering the twenty-first century, even cosmopolitan Chinese intellectuals tend to see Japan as dynamized by right-wing super patriots, as a government and people which are unrepentant for World War II atrocities in China. Chinese patriotism is dangerously out of touch with core Japanese political realities. When Kishi Nobuske became Japan's prime minister, China's foreign minister in 1958 denounced the U.S.-Japan security treaty, claiming, "Under the name of `mutual defense,' the United States could despatch Japanese troops to China's Taiwan and to any place in the West Pacific." 5 Obviously the charges were untrue. No such thing, or anything close, ever occurred. But China kept drumming up fear of and hate toward Japan. That deadly anger pervades Chinese society. On December 7, 1958 the New China News Agency announced that Japan's arms expansion plans took "nuclear armament as the core" and made Japan the "arsenal for Southeast Asia." 6 Actually, there were no such plans. Nonetheless, the security treaty that Prime Minister Kishi renegotiated in 1960 was again erroneously denounced by China in 1960: "This treaty not only provides for Japan's unlimited arms expansion and accelerated nuclear armament but also its dispatch of troops to foreign lands." 7 Obviously, this is a lie. Ruling groups in China, for the first twenty years of the People's Republic, continually revved up indignation toward an alleged revival of Japanese militarism, not informing the Chinese people about the actual attitudes of Japan's people in Japan's antiwar constitutional democracy in opposing nuclear weapons or resisting military involvement in the Cold War. Beijing has successfully kept burning and fomenting in China hate for Japan. A 1984 book noted that, "The political relationship between Beijing and Tokyo reached an all-time low during 1969 and 1970 when the Chinese assailed the revival of Japanese militarism."8 Just prior to a brief and transient 1972—82 era of good relations, Beijing again launched massive campaigns against Japan, claiming that the result of President Nixon's Guam doctrine of no longer having America fighting ground wars on the continent of Asia would be that Japan would replace America in Asia, that is, Japan would go nuclear and have its military take over for the American military in Southeast Asia. Early in 1972, when Nixon and Kissinger discussed removing the American military from Taiwan, Chinese Premier Zhou Enlai asked, "Can the U.S. control the `wild horse' of Japan?" 9 China was especially worried that the United States, while withdrawing its own troops from Taiwan, might encourage its Japanese allies to station their forces on the island." Hanoi leader Pham Van Dong told Mao in November 1968 that Vietnamese "were very much afraid that Japan would ... participate in the Vietnam war." 10 During a visit to North Korea in spring 1970, "Zhou [Enlai] argued vigorously that 'Japanese militarism has revived and has become a dangerous force of aggression in Asia.' "" Vietnam's Communist Party Chief Le Duan agreed with Zhou in 1971 that "Japan has a plan for Southeast Asia. It wants to control the region." 12 [He Continues…] As Benito Lim put it in September 1996 in Beijing at the Twenty- First Century Forum, "China may become a superpower ... with a proud 5,000 year history. China currently is already more than a nation; it is a civilization, a cultural force that has influenced her neighbors throughout history. . . . It can shape regional politics."22 That shaping influence includes the use of force. A former top U.S. official, Charles W. Freeman Jr., after talking with leaders in Beijing, reported that "China's leaders have always said they would go to war to prevent the permanent division of China. They now believe that they are likely to have to do so. China's armed forces have begun a decade-long effort to acquire the capabilities and do the planning required to have a serious chance of overwhelming Taiwan's formidable defenses." 23 Aware of China's vision of its future and its willingness to use force, former Japanese Prime Minister Morihiro Hosokawa told the U.S.-Japan Society in Seattle on March 12, 1996 24 that "the most serious issues Japan may confront in the future may well be those related to China." In China, "nationalistic impulses haven't been entirely fulfilled.... Neighboring countries are aware of a `big China' and must inevitably have strong concerns." Indeed, "the other newly industrializing countries of Asia along with Japan would not feel comfortable being influenced heavily by China. This is why a continued American presence in the Pacific is necessary." Most directly worrisome as a cause of war, the Japanese prime minister found, were China's military actions aimed against Taiwan. "The issue of Taiwan for Japan is similar to that of Calais in relations between France and England, or Gibraltar during the Napoleonic wars, or the issue of Iceland or the Azores during World War II. . . . For maritime nations, they are vital lifelines of support." Actually, the problem has been intensified by post-Mao reform. As Soviet Russian reformer Khrushchev's government was legitimated by the Great Patriotic War against Nazi Germany and made opposition to purported military revanchism in an actually democratic and antiwar Germany central to Moscow's expansionism in East Europe, 25 so unfounded concerns about and against a democratic Japan inflame nationalist passions and war potential even for reformers in post-Mao China 26 The Chinese people continually remind themselves of their suffering at the hands of Japanese aggressors, supposedly from 1874-1945, that is, the entire modern era, and swear that it shall never be allowed to happen again, interpreting virtually every Japanese gesture as if Japanese militarism might soon be on the march all over Asia. Japan is treated as inherently evil. Actions premised on such worst case readings readily create security dilemmas because defensive efforts by Tokyo are taken in Beijing to be threats that must be met in a tit-for-tat way. A vicious spiral has been unleashed. Consequently, peace and prosperity in the Asia-Pacific region in the twenty-first century require a major change in Beijing-Tokyo relations, a move toward genuine reconciliation. This large change may be impossible unless China democratizes. Analogous transitions which illuminate what is at stake include initial efforts at democratization in Russia allowing, at least momentarily, an end to Cold War tensions, and, more clearly, post World War II German-French reconciliation after Germany democratized. Prior to Germany's democratization, from Napoleon's invasion of Germany to Hitler's invasion of France, France and Germany were regularly at war with each other. Mistrust, hate, and desires for vengeance suffused the relationship. Only the trust, transparency, and cooperation facilitated by democratization could, over time, reduce the hates and angers that provided the tinder that could be ignited into war by unfortunate incidents and domestically needed maneuvers. So I believe it is with China and Japan. Democratization, and getting past the passions of early democratization, are required for genuine China-Japan reconciliation. As French and Poles both decided to treat the post-Nazi German democracy as not responsible for Nazi crimes, so Chinese will have to change their view of democratic Japan if peace is to prevail.
Chinese Democracy Impact
That goes nuclear

Lim 05 – Prof. IR at Nanzan U. in Japan

(Robyn, Prof. IR – Nanzan U. in Japan, “Geostrategic Trends in Asia”, 1-6, http://www.icasinc.org/2005/2005l/2005lrxl.html)
For example, the hubris on display in Beijing may lead Russia and Japan to sink their differences in order to align against a "rising" China that threatens them both. It would not be the first time Russia and Japan have resolved their differences, the precedent having been set in the period from 1907 to 1916. Indeed, recent visits by senior Japanese army officers to the Russian Far East would have any old geopolitiker sniffing the breeze.   As noted, the history of Whales 3: Elephants 0 stands as a warning of the difficulties that China faces in managing its "peaceful" rise. It is all starting to look redolent of what happened in Germany early last century when an arrogant and foolish young Kaiser sacked that great helmsman Bismarck. Wanting too much too soon, the Kaiser soon provoked the formation of the very coalition of the flanking powers (France and Russia) that Bismarck had laboured so hard to prevent. That soon led into a disastrous war.   Currently, those advising Deng's successors are said to be studying this history. But are they learning the right lessons? If not, it will be a familiar story of greed, hubris and miscalculation leading to war. And this time with nuclear weapons as part of the equation. 

Chinese democratization is key to reducing the risk of war with Japan.

Friedman 2k – Professor of Pol. Sci. at U. Wisconsin

(Edward, Hawkins Chair, in “What if China Doesn’t Democratize? Implications for War and Peace, Ed. Edward Friedman and Barrett L. McCormick, p. 99-105)

To be sure, China's military might should not be exaggerated. But, ignoring the regional facts, places where China already is bullying neighbors is also a mistake. Illusions protect war-prone forces. Were China a democracy, there could be voices in a debate calling attention to millennia of Chinese wars of incorporation and expansion. A democratic debate in China might somewhat puncture virtually genetic notions of Japanese evil, Chinese purity, and an aggrieved China as the eternal victim. In a democracy, supporters of China-Japan reconciliation as more important than demands for endless Japanese apologies could ask, "Should Vietnam demand that China apologize and face history for the Ming [dynasty] invasion of Dai Viet in the fifteenth century, when Chinese commanders claimed 7 million killed and that the plains were turned red?" And should China apologize for any of the subsequent Chinese attacks on the Vietnamese state over the next four centuries. What should reparations be? 32 It might be possible in a Chinese democracy to get the viewpoints of China's anxious neighbors into China's policy debate. As in its 1999 view of war in Yugoslavia which brackets Kosovo victims of Serbian policy, Beijing sees no neighbors or minorities as victims of China.

Democratization in China would cool anti-Japanese sentiment.

Friedman 2k – Professor of Pol. Sci. at U. Wisconsin

(Edward, Hawkins Chair, in “What if China Doesn’t Democratize? Implications for War and Peace, Ed. Edward Friedman and Barrett L. McCormick, p. 99-105)

Were China a democracy, its anti-Japan passion might be cooled by the complexities of openness and transparency. Chinese specialists in Japanese history could add to the public debate large facts which Beijing's authoritarian censors suppress. 37 Japanese do not imagine themselves as eternal aggressors against China. Through much of Japanese history, as one Japanese analyst noted, "Japan tried to maintain diplomatic relations with China on an equal basis. China, however, never recognized Japan or any other nation under heaven as an equal, viewing the rest of the world as below itself." 38 That is, much of Japanese history is an attempt to end subordination to China. Chinese are not taught that China's neighbors have historic grievances toward an unwelcome Chinese hegemony.

Chinese Democracy Impact
Only Chinese democratization allows the conditions of stable peaceful Sino-Japanese relations.

Friedman 2k – Professor of Pol. Sci. at U. Wisconsin

(Edward, Hawkins Chair, in “What if China Doesn’t Democratize? Implications for War and Peace, Ed. Edward Friedman and Barrett L. McCormick, p. 99-105)

Both Tokyo and Washington should be committed to full engagement with Beijing, to an equivalent of NATO member Germany's 1969 Ostpolitik. But that enlightened Germany policy that meant to enrich Germany's Communist neighbors and help them appreciate the virtues of peaceful cooperation (engagement) did not prevent the crushing of Solidarity in Poland in 1980 or block an intensification of a second Cold War in the 1970s caused by Brezhnev's militarism. It is worth recalling the tensions in Europe in the early 1980s as Pershing missiles were deployed to match Soviet Russia's SS-20 missiles. Engagement with vigilance has to be a long-term commitment despite nasty bumps along the way. Demagogues in Washington or Beijing could easily derail it. The road to peace and prosperity in the Asia-Pacific region will not be smooth. Growth will not by itself reverse the nasty chauvinistic dynamics pulsating in China. American policymakers, if they wish to preserve peace and prosperity, will have to face up to the real dangers that lie within resurgent Chinese anti-Japanese, Sinocentric chauvinism. Yet outsiders cannot change China. Only Chinese can do that. Only with a democratization of China by Chinese can Chinese develop the critical self-understanding that can facilitate a reimagining of Japan, thereby creating a peace-oriented foundation for genuine China-Japan reconciliation
A2: Regional Democracy High Now
Regional Democracy is low now
Korea Herald 05 (5/5/05, “East Asia needs a dispute settlement system” pg online @ lexisnexis//au)

Among some 230 nations in the world today, only 21, let alone their increasingly deepening and widening economic interdependence, China, South 
Korea and Japan are the principal regional actors. countries have kept their constitutions since World War II without extralegal interruption. These countries are in Europe, North America, Australia and New Zealand. Only Japan belongs to this exclusive club among non-Western nations. According to the Freedom House 2005 Annual Global Survey of Political Rights and Civil Liberties, out of 192 countries, 89 are "free," 54 are "partly free" and 49 are "not free." Within Northeast Asia, China is designated as an authoritarian regime, North Korea, a totalitarian regime, and five - South Korea, Japan, Taiwan, Mongolia and Russia - are categorized as democracy. Among these five, however, Russia is rated "not free" in both political rights and civil liberties. In another survey, Freedom House examined freedom of the press in 2004. Out of 193 countries, North Korea was rated last (193rd), while China and Russia were also "not free," ranked 173rd and 148th in the world, respectively. Japan (33rd), Taiwan (50th) and South Korea (68th) were "free," while Mongolia (80th) was "partly free." It is evident from the above that unlike in North America and Europe, democracy has not fully arrived in Northeast Asia. Geographically, historically and culturally Leaving aside the semantic squabble over President Roh Moo-hyun's vision, South Korea as a "balancer" is a misnomer. These nations plus North Korea comprise members of this region, and Russia, as a Eurasian state, and Mongolia can also claim regional membership. While the United States has no geographic contiguity in this region, it has been the "balancer" with its large military presence in South Korea, Japan and Okinawa, its bilateral defense treaty with South Korea, security treaty with Japan, and its relatively recent yet dominant political and economic linkages with these countries. The regional security complexity is further compounded by two fundamental factors. One is a set of unresolved issues such as divided Korea, the China-Taiwan question and the territorial disputes between China, Japan and other Southeast Asian countries over island chains in the East China Sea and South China Sea. The other is the region's conflict resolution mechanism, in particular, and democratization, in general, both of which are still in their inchoate stage. China is a far cry from democracy despite opening up the country and instituting reforms for the last three decades which have been, by and large, positive. Russia, too, is undergoing democratization but is not yet a democracy. In spite of its attempt to "reform"

***Aff ANS
ROK Economy Decreasing
South Korean economy terminally failing—too many alt causes
Kim 7 Policy Analyst in Heritage's Center for International Trade and Economics (2/3/07, “South Korea's Economy at the Crossroads,” http://www.heritage.org/Research/Commentary/2007/02/South-Koreas-Economy-at-the-Crossroads)

This year marks the 10th anniversary of the Asian financial crisis, better known as the "IMF crisis" in South Korea. It forced South Korea to renounce its government-controlled economic strategies and to embrace firm market principles. Surely, this transformation was a loud wake-up call for South Korea, which had enjoyed spectacular economic growth over the previous two decades under government's heavy hands. As painful as it was, though, the aftermath of the crisis helped South Korea's leaders realize what is lacking in South Korea: economic freedom. Economic freedom is essential for an economy to prosper, as the Heritage Foundation/Wall Street Journal Index of Economic Freedom documents annually. Economic freedom encompasses all liberties and rights associated with the production, distribution or consumption of goods and services. It includes the protection of basic rights, such as property ownership, and commercial freedoms, such as unfettered movement of labor, capital and goods. By eliminating obstacles, economic freedom creates a framework in which innovation is welcomed and economic prosperity is enhanced and sustained. One critical Index finding -- replicated year after year -- is the stunningly high correlation between economic freedom and prosperity. The general rule, simply put, is this: The higher the degree of economic freedom a people enjoy, the greater their economic opportunity and therefore prosperity. In the aftermath of the financial meltdown, South Korea's willingness to undertake tough reforms to adopt more economic freedom has indeed allowed the economy to swiftly bounce back from the economic turmoil. Many reform measures have been employed to revamp the weakness that led to the crisis. Non-performing loans have been effectively dealt with through extensive financial reforms, and the banking sector has been strengthened. South Korea has slashed its regulations by more than half (from 17,000 in 1998) and cut corporate tax rates to be a more competitive economy. Today, according to the 2007 Index, South Korea's economy is 68.6 percent free, making it the world's 36th freest economy. Unfortunately, however, a closer look reveals that South Korea's level of economic freedom is neither as comprehensive nor as concrete as it should be. For example, although its regulatory process has improved, bureaucracy and lack of transparency still hinders entrepreneurial activities. Interventionist government policies still linger. South Korea's labor freedom is also shackled by restrictive employment regulations that hamper employment and productivity growth. Militant labor unions make the situation worse, disrupting the rule of law and undermining productivity. As a result, opportunities have eluded entrepreneurs and consumers have been harmed. Uncertainty and lack of opportunity frustrates people, particularly the young, and small and medium-sized companies. Anti-business sentiment and populist attacks on free market and globalization become more frequent. These developments, in turn, make it harder for South Korea to expand economic freedom. How should South Korea respond? Rather than just talking, seriousness about enhancing South Korea's economic freedom should mean matching rhetoric with more concrete actions in modernizing and upgrading economic system. The role of government is not to create and distribute wealth. It's to clear the way for people to create their own wealth. More importantly, South Korea must start with a bigger change -- a change in mindset. Globalization is a fact of life in Korea. It is happening in the economy, but it should also happen in the way of thinking so that South Korea looks outward, not inward. Indeed, many of the positive changes South Korea has achieved since the crisis can be attributed to discarding the old way of thinking. A truly dynamic Korea should embrace more economic freedom in order to adapt its social model to global realities. Protectionist and extreme nationalistic sentiment recently shown in the violent protests against ongoing FTA negotiations with the United States is shameful and shouldn't be tolerated. A failure to carry through on necessary economic reform with strong leadership may add to growing international concerns over Seoul's receptivity to foreign business investment. The danger isn't that the South Korean economy will collapse but that it will become less attractive to investors who will increasingly bypass South Korea to invest elsewhere, including competitive rival China. This 10th anniversary of the "IMF crisis" is also a year in which South Korea will hold a presidential election -- an election that will shape its economic direction. It should be the year for a frank national discussion on how to continue and enhance South Korea's prosperity. South Korea must not shy away from the challenge of pursuing more economic freedom. 
Investment Decreasing
Foreign investment falling as a result of a stronger economy

People’s Daily 7/6 (7/6/10, “ Foreign direct investments in S Korea see slight reduction,” http://english.peopledaily.com.cn/90001/90778/90858/90863/7054845.html)

Foreign direct investments in South Korea in the first half of 2010 dropped 6.7 percent from the same period a year before, a preliminary report by the Ministry of Knowledge Economy showed on Tuesday. A strong won currency and sluggish recovery in the global investment sector had dampened foreign investment pledges in the country to 4.33 billion U.S. dollars in the January-June period, compared with 4.64 billion U.S. dollars a year earlier, the report said. The ministry, however, said that foreign direct investments in the country registered a 4.7 percent decline compared with levels before the global financial crisis, relatively better than other countries. China, the United States, and Japan reported a fall of 14.5 percent, 43.3 percent, and 91.9 percent, respectively. The government will make an effort to attract diverse economies, primarily emerging markets like China and the Middle East, for investment and to spur investments in four service sectors, namely finance, distribution, tourism and knowledge services, it said.
South Korean investment falling—strong won and economy

Yonhap 7/6 (7/6/10, Yonhap News, “Foreign direct investment in S. Korea declines in H1,” http://english.yonhapnews.co.kr/business/2010/07/06/64/0501000000AEN20100706002800320F.HTML) 

SEOUL, July 6 (Yonhap) -- Foreign investment coming into South Korea fell 6.7 percent in the first half from a year earlier due to a stronger won and a slow recovery in the global investment sector, a government report said Tuesday. South Korea attracted over US$4.33 billion in future foreign direct investment (FDI) in the January-June period, compared to $4.64 billion a year earlier, according to the preliminary report by the Ministry of Knowledge Economy. The South Korean won traded at an average 1,154 won to the U.S. dollar in the cited period from 1,351 won an year earlier. It also appreciated against the Japanese yen, reaching 1,263 won to 100 yen this year from 1,415 won to the Japanese currency in the first six months of 2009. The United Nations Conference on Trade and Development (UNCTAD) said in April that international FDI may not fully recover this year due to lingering concerns over the financial crisis in some European countries and worries surrounding the expected move by China to carry out an "exit strategy" to check inflationary pressure. The ministry said that while investments fell overall, total FDI deal reached in the second quarter jumped 81.3 percent vis-a-vis the first three months to slightly more than $2.79 billion. In the first quarter, the total reached just $1.54 billion. It said foreign investment expected to reach the country was centered on biotech, renewable energy, light emitting diodes and software. Investments in manufacturing rose 19.6 percent on-year to $1.99 billion, with money going to the service sector nosediving 23.0 percent to $2.27 billion. The latest report, meanwhile, said that FDI from Middle Eastern countries and China shot up 80.5 percent compared to the year before, while those from the United States, Japan and the European Union all declined. For the future, the ministry in charge of trade and investment promotion said once the global economy starts to recover from last year's slump, cross-border business investments are expected to make a comeback. It said the rapid pace of South Korea's economic recovery that reached 8.1 percent growth on-year in the first quarter may grow by 5.8 percent for the entire year. For 2010, the government said it wants to attract $13.0 billion worth of FDI, up from $11.5 billion tallied for last year.
Alliance Not Key to Investment
Military alliance doesn’t affect investment – empirical data 

Snyder, 08 – Senior Associate in the International Relations program of The Asia Foundation and Pacific Forum CSIS (Scott, Asia Policy, “U.S.-ROK Civil Society Ties: Dynamics and Prospects in a Post-Alliance World.” In “What If? A World without the U.S.-ROK Alliance.” Ed. by Nicholas Eberstadt, Aaron L. Friedberg & Geun Lee Number 5, (January 2008), 43-59)

How does the private sector interact with the security alliance? There is a widespread assumption that the two are closely connected and that foreign investment is unsustainable on the peninsula without U.S.-guaranteed deterrence of North Korean aggression. At an AmCham breakfast meeting held in Seoul with then U.S. Secretary of Defense Donald Rumsfeld in November 2003, a participant asked whether U.S. security guarantees as “a critical issue for guaranteeing that [foreign investor] confidence” were being weakened by reductions in the level of United States Forces Korea (USFK). Rumsfeld responded that he was sensitive to issues of business confidence and that USFK reconfiguration would enhance U.S. capabilities and strengthen the U.S. commitment to the defense of South Korea.2 It is no longer clear that the business confidence of investors in South Korea is directly correlated with the security alliance. 

One measure of the diminished influence of rising security tensions on private sector confidence is the reaction of the South Korean stock market (the KOSPI) to both the North Korean nuclear crisis and the reconfiguration of the USFK in South Korea. On October 17, 2002, the KOSPI rose to 644.66, despite news that North Korea had admitted developing nuclear weapons and a same-day downturn on Wall Street.3 On January 10, 2003, when North Korea announced the country’s withdrawal from the Nuclear Nonproliferation Treaty, the market showed volatility within an hour of the announcement but ended up only slightly lower at 628.36.4 Moody’s Investors Service’s downgrade of South Korea’s ratings outlook from “positive” to “negative” on February 13, 2003, jolted the market, which closed at 575.98 on concerns over geopolitical risks, but local analysts assessed that the influence of the downgrade would be “temporary” and “marginal” in light of solid economic fundamentals. Following the establishment of a dialogue channel with North Korea in April of 2003, however, the Korean stock market appears to have decoupled from lingering concerns over the North Korean nuclear issue, as the KOSPI has barely registered any reaction to North Korea’s attempts to escalate the crisis. The Financial Times seemed prescient in the assessment that “investors in Northeast Asia have tended to ignore the threat posed by North Korea to the stability of the region and their money” but proved to be less sure-footed in the prediction that “fund managers can no longer ignore the geopolitical risks attached to their investments in South Korea and Japan.”5 The KOSPI reached the 1,000 level on February 25, 2005, and topped 1,500 on April 8, 2007, almost tripling the index’s capitalization value despite the protracted nuclear crisis, including North Korea’s February 2005 announcement that the country possessed nuclear weapons capability, the July 2006 missile tests, and the October 2006 nuclear test. Tellingly, foreign investors bought heavily to arrest the KOSPI’s fall during trading even before the end of the day of the nuclear test.6 The KOSPI’s rise has stimulated recent analysis that the “Korean discount,” the relatively lower capitalization of Korean assets compared to assessments of their real worth owing to concerns about tensions on the peninsula, is gradually fading away despite the North Korean nuclear imbroglio remaining unresolved.7 Based on an analysis of market responses following ten events related to the North Korean nuclear crisis, the Korea Times reported that foreign investors took net buying positions in half of the cases and net selling positions in half of the cases. The market sustained a loss during the week following new nuclear-related events in only one case: the week following North Korea’s decision to remove IAEA seals from the Yongbyon nuclear facilities in December 2002.8
A separate but related question is whether the withdrawal of U.S. troops—or a sharp spike in tensions with North Korea—might have a dramatically negative effect on foreign investment in South Korea in the future. Future of the Alliance (FOTA) and Security Policy Initiative (SPI) negotiations over the reconfiguration of the U.S. presence, including a reduced level of U.S. forces on the Korean peninsula, occurred regularly during 2003–07. At no point was there a public suggestion that these negotiations had an influence on the behavior of Korean equity markets. The data presented above clearly suggest that reconfiguring the USFK in South Korea and the de-linking of the level of U.S. troop presence from the North Korean nuclear crisis, as well as North Korean crisis escalation tactics, have had a minimal influence on investor confidence in South Korea’s equity markets. South Korean analyses of factors affecting levels of inward direct foreign investment during this period do not even take into account Korea’s division as a factor.9 Unless the end of the U.S.-ROK security alliance is tied to a significant downturn in the overall U.S.-ROK political relationship, there is no evidence that significant events related to the North Korean nuclear crisis are directly influencing private sector relations between the two countries.

A2: Defense Spending Link
US troops actually increase ROK defense spending – 4 reasons 

Suh, 10 – Associate Professor and Director of Korea Studies at SAIS, (5/17/10, J.J., Foreign Policy in Focus, “Allied to Race? The U.S.-Korea Alliance and Arms Race,”  http://www.fpif.org/articles/allied_to_race_the_us-korea_alliance_and_arms_race) 

While a military alliance as a tool of pulling security resources together reduces the defense burden for each ally, there are at least four reasons why an alliance may increase each member’s defense spending. First, the need to keep allied militaries interoperable generates pressure to allocate resources to meet the need for hardware, software, and human resources. Second, the political need to keep an ally happy can lead to a provision of military aid or to the sale or purchase of weapons or commercial goods. Third, a country may be persuaded to maintain a level of force by its fear of abandonment by its ally at a time of crisis. “Abandonment fears” lead the allies to invest in making their links as unbreakable as possible. Finally, a country may be dragged into a conflict in which its ally is involved. “Entrapment fears” reduce, if not counterbalance, the supplementary effect of the alliance to the extent that allies develop their capabilities independent of the alliance. Entrapment, of course, incurs direct costs of fighting as well as indirect costs of supporting the ally.

It is not easy or cheap to keep modern allied militaries interoperable, for interoperability requirements lead to three types of durable and expensive investments. First, allies need, at a minimum, to be able to identify each other, so as to minimize friendly fire and to coordinate their exercises and operations. Their weapons systems and platforms must be designed and produced to ensure interoperability between the allies’ assets. With further military integration, they need to ensure that both can rely on each other’s ammunition and POL (petroleum, oil, and lubricants). Airports, ports, roads, and railroads may need be configured and maintained in order to enable an ally’s operation.

Second, the allied militaries need to customize the way allied militaries use equipment and manpower to achieve their joint objectives. The processes that require investment include consultation and coordination mechanisms, military planning, command structure, and the operation of combined forces and combined exercises. Alliance military practices are guided and governed by a host of rules, ranging from treaties and agreements to domestic laws and regulations, in addition to the standard operating procedures (SOPs) and rules of engagement that apply to most military activities. This software infrastructure represents another set of expenditures that allies make to carry out alliance obligations.

Third, costs are incurred by the need to move human assets in teams or train them to work together. Allies make a durable investment in alliance personnel so that they “learn by doing” or “learn on the job” about their allied partners, as well as about the alliance-specific hardware and software infrastructure. Alliance practices typically involve training about allies, combined exercises, and exchange of officers. Allies also invest resources to educate soldiers about the history, culture, and politics of the ally as well as to teach at least some of them the ally’s language.

If the interoperability requirements lead to these three kinds of investment, which add to a country’s defense spending, allies also have political needs to meet. On the one hand, the wealthier ally bears the burden of helping out its ally by providing military or economic assistance that will enhance the ally’s strength. The more powerful ally may come under pressure to transfer weapons systems to an ally free of charge or at a “friendly” rate. These pressures were particularly strong during the cold war when the two superpowers competed with each other for allies. But even afterward, the strategic circumstances of, for instance, the global war on terrorism, have generated a need to invest in reconstructing the ally’s economy or military. On the other hand, the weaker of the two may purchase its ally’s weapons systems or other goods as a way to signal its commitment to the alliance or buy the ally’s interest. The powerful give what they can, and the weaker buy what they must, to paraphrase Thucydides.


