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A Study on the Utilization Strategies of
Rules of Origin in Korean FTA

Kang, Hyun—-Woo
Department of Trade
Graduate School

of Korea Maritime and Ocean University

Abstract

This study tries to make a literature survey to understand the testing methods and
some characteristics of rules of origin in terms of Korean FTA. Also we introduce
theoretical and empirical backgrounds about rules of origin in Korean FTA.

Then this study used the existing statistical data, related to Korean rules of origin
such as FTA utilization rates, rigorness index, complexity index and tariff rates.
Through the linear regression methods, we try to find the facts related to the spaghetti
bowl effects in Korean FTA. We want to know whether the spaghetti bowl
phenomena appear in Korean FTA or not.

Our study shows that Korean FTAs have the spaghetti bowl effects during early
FTA periods before 2008.

Our empirical results and policy implications are summarized as follows. Firstly, the more
complex rules of origin show the more serious spaghetti bowl effects. So the Korean

government will make some efforts to unify the more complex rules of origin under the more



FTAs. Also the government needs to analyze the complex rules of origin and introduce them
with very easy contents. Small and medium- sized companies avoid the complex rules of origin
and neglect them. They are not willing to utilize them because of heavy opportunity costs. So
more incentives are given to these small and medium- sized companies

Secondly, the higher tariff rates induce the more utilization of rules of origin. The bigger
differences between privileged and non-privileged tariff rates give some incentives to utilize the
complex rules of origin even if more FTAs make Korean rules of origin more complex. This
means that non-privileged tariff rates have strong protective effects which can protect domestic
industries. From this result, we have to analyze the FTA results to harm the domestic industries
with comparative disadvantages. We have to minimize the harmful effects to influence the

domestic industries.

Thirdly, this study has some contributions in that we find out the spaghetti bowl phenomena
in Korean FTAs. Many Asian countries have been exposed to more FTAs and rapidly
experienced the more complex rules of origin. So these countries are expected to show more

serious spaghetti bowl phenomena.
This study has some limitations.

In the future studies, we need to extend our data with longer time series. In particular, with
recent rigorousness index, we should examine the recent spaghetti bowl effects. Also we need
to analyze spaghetti bowl phenomena in terms of individual products instead of aggregate

products. We need compare Korean results with foreign results.

KEY WORDS : rules of origin 944F%] ; FTA A%< A; rigorousness index

AAM A S 5 complexity index %A A 4= ; Tariff rates A &
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o|A} ThE AL Wl & = xS HZHoZ At Z7E XA E IASH= 71&L 3t
dRkFog HS 499f(heading) 52 6%l(subheading)’t 7|02 ARREHIL ot
7350l wetr = 259 (chapter) ol 48] AlIWA S 27817 = ditt

(o]

14) 7lal, AT 2012 ) p273=.
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FI7PHA 718 B8l &%) 2707 ool Ax Aikd A Fall 2wl tiste 9A
TE oY FHAE &S Ve AR s s gtk ERTAVIES
dE Az e A%

ARESE 7te] AAA H
o 7k AtzAdE § % ok AHBATER EARETR7ES FIPEA 7| HlE)

e T4 AZbeHE FE g0l Aok JEt AMEATIEIA ASSE HS

FEe AFY ERE A% Ftolx, dAAFAS A% A=) ofyr] wiEe EE
FEo Ui ddF Wy AAslole A Aok =3 AHHAYES SddLA
e HPoke TLFFY BAMEERE ITvY e A7 EAska, oA9Fe
FE 7Ied WE, AAF 23 S AU FAR HAUY Zlew A davt
Jom, FEdT FEA T FHEEE AAsoF e EAKS WEs Utk
SATA7IES 7Ider stolg Ak B Bl gl e sl AgE # okyzt
1 gxdo] wig- Hitete] diAlE Fowr]7E A dt= AF o] Qi
]

AW F77EA] 23HES AT A9 Wol A1
J= AWZFAWH(TV: Transaction Value method) Al4ke] 2k wAo] AA AL
AHA 70l Atk 53] ol (NG Net Cost method)S A4k 17F o &
olel wet FA7IHel HEiMe F/HE - FEoER A8d Jhedel At Y
FIPH71EE GUiZ7EAEHIEC] £ AF AL AR E&E ] HeiAe
AU FFold ARE IWFE ol AREStofort 7] wiEe He|To=RE
FIFUS WA a2 2 5 Ao o, WPRETIEY] A AdatEAs Bo
AAAR] HeRFolg Az S=E oAl o] IRkE Alde wE ¢= Utk
olel W AMMAZIECIY EATAVIES RIYEHAAERTE A" AlFel ol
AAE Fofstes dlal Qe HLFETIF(EE Favle)e A A9E B¢ FTA
Aol me A sEe Foirs = e AFY MU duiE quiFdol Ttz
AE5E a3} ok
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(
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43 FTA 924 739 #3

FTA 4bA5+4& =ZA PANEURO®F NAFTA F3 o2 yFolAa o
WA B AUy BSE 3 3y BAS =AA-EA 2 S
A8l AR FBES Bt AoEA A3 $kth1S PANEURO 3 9
9993 (European Commission)?] S YA PGS 357 s =
o Ao = ET3taL, o8 @A AR AEs 537 25 A

. 1997@ o]% PANEURO f3&o] EUS AZA= =45+ FTA I7FE2 €
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NAFTA #3837 Zo] FolAol m7te] AMAHE 2ds FYPT oo tF
=i .

15) #gHd £J(2008) A7, ppl130-132.
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44 FTAY Q4HA =9

AWATFRY ol B HA%E BF FH WY Azl AWAFY 24 33
A%, 93] 54 WA BL BHOE 53 AR YAAFY WAt £ F(H)AA
FEE7NoA FTA SelReaa s
W) s YAAE s WAE, 3Y A0 me /WRFAs ASuFA
& @gol Aske W AR W £ETY BAYTOL se
Sl 71Eo] FEARRE WFAHL Wol AWATFH 32 IRF W
F AUAZYAS BFS FE ARE DY ASIAE @Al AsE W
gl wWeh $EAU A AgHoE BE YAATH FF ARE sl
AVAZHAE #UR) FUAAA AFSE AEE BIT |WLFAE ASEAN,

B o] MEste WAoR TS| Fot $85 A StEst glon), FEA st

WAE Axe 8, AR wgel 37}, 42
ol itk Aalz Z1WaEe Agsa 99 Fus
FUS WASA Fakam FAAGTIE 19 UaA AeS 9T PPH Y=o A,
SAAABAZHA] e AYar) BEH 5 BAZ opletn Qlof ASWFA =YL
AR ol g ASTFAS vFA)A HEse P02 TR A
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FEAS FUAe A SAY WA, FARFAE, QPIARAFTe) i 2
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5

8, AIANRAESA, ABne &R 5o e mgo] B

16) YrAFHe Ayl gk oo disiAe F%(2015), pp.235-2515 #=3
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A 5 & FTA 43R o] #d 7|& A7

FTA AZAd W& AAA qayto] tsl =2o= tofsiA
YA FA ] W 7EAT glREo] JEAHA £
AANFAY, FTAE 922 AA7|2L blu B8k
T ade] ik o223 - AFH dFe AFHORE o]FoA 1 itk B AFolA

7120 ARl Zxste] o|H wiAd 454 wid e AvEd et 2H1y)

51 o] 2% a7 7

FTAGIAS] Q4 FRe BaAEo] Jws qUAES JolEol et R
BAE HE3H o ARSI /1ES AUoH ReABRA A 5125
A% FHOR ANHI Utk Al Bal GolF FFel el T

]
-
st AR AL JusRtel= w3 £ S 5 54 FEAde] B 5 FAA

0

1HE 2HTh oA7|dA = olERE BAIE oldlske Hl %ol He o83 AT F8
W82 AletA AH R A ok

FTACIA  A4AIFAHLS FH=H(trade deflection) S As] Yl =¥k
T4 e B s Faste dd=S Tl FUE AP @At =&
ﬂ%ﬂ?&i FHAE AreHe Ae Bt ol Jd=3t 354 2 BAl(external
tarif) & Fsh= I FB(Custom Unions)oll A= FA 7HsA0] §lov, o 7o

el sld= A4 SAZHA GefBAE Fshs FTACAM= TE:]H"E dEolg &

ATE FTACAMS ditAgtgol Foade WAske o adpso|Aw AdaA el
HlESS Y= ok ols FTA AZd mE SdaA ddHgs i) Hsl 7E
Qef=(ANE A=) o2 RE £9do] Aul=(ange Ao r sk 4 9l

17) AgHg 9(2008) AAA pp.52-692] W8-S #=3



2ol

Krueger(1999)& ©|¢} 22 F9HHtrade diversion) EFHE WA 7= AR #7389
‘AR F97 (hidden protection) S EA 9] Aol FESIITL 53] NAFTAE <=
0], v=o g FE3= WAE 7|Yo] NAFTAS AHAFAS SIA717] &l gl
b SRS AR EHH, olE Tl W= T Aol RI3HA UES

SEEEIEE

AAFA e Reade= FTA AATRT ofvel =9 A4, 1Y, o voprt
B 5 AAZE 9FS nXed, 97]9lME Krishna and Krueger(1995)9} Falvey
and Reed(1998)8 SH o2 AT A4 ol dhsl FAlstA i H st S,

Krishna and Krueger(1995) 179 %192 NAFTA W4tA#Ao] ml=o] WX
e otete dl doH, FTA Alde] we wdyd A9 wsls 453tk
ATellA AT A L 7R E A8 F7HE ZHsket, ol SSA P
7] 93 S 2Eoly AAREAS WAsoF & W 48Fe Hgo] EAE]
HZoltk. & iAol Ake® A8sh= A-(binding)®t 1A %2 7-H{not
binding) & T&& Z&7k e, o5 Akt s = AL 28AA A,

[e]
b [¢]
AWATFHO] AOT ALFA Q= A ol AN W} Qlok BE YA

of

HE

=
Z7 A a8EE PPUGoR s FE7IYe]l ANATFHOR As) Fersjor
s ulgo] F7hshe 2 AR, elrloAE NG ekl me guulg Sk
AL EkA] Al Sl
Krishna and Krueger(1995)© HZA7l A= F 3 LolAwr AiEe= A¢E
7Pl wet ATl A= & HSA AAAYE AAske H IFe vAs
A 13A kal Utk o9} 2] Falvey and Reed(1998)= FTA AAA 3|+ =5
18) Krueger, A. O. 1999. “Free Trade Agreements as Protectionist Devices: Rules of Origin.” , NBER Working
Paper No. 4352, Cambridge, MD.
19) Krishna, K. and A. O. Krueger. 1995. “Implementing Free Trade Agreements: Rules of Origin and

Hidden Protection.” A. V. Deardoff and R. M. Stern eds. New Directions in Trade Theory, pp. 149-187. Ann
Arbor: University of Michigan Press.

_18_



She A9sh B AUsA @t FS7H 1eiste] AuAFRel A4 o
° &

AF
ﬂo—d; o MX& ¥ BT FTH3IH, Krishna and Krueger(1995)¢} Falvey and

Reed(1998)¢] AT AMATH A gol w2 Ag Z7hs UMATFHY AA4
=4o] UF WYH ZoE B 5 Atk F YAAFH] AANAFE o]F FHAIN
S8l gl AU A Aol Soluel whe Al4kulgoe] F7kehe Aot o}

g8 ek,

ol AMHIge 7t 23E A FIA Feo i Uow
meb ATl Slar FhA FRol WAE dgke AR Y Akgle] U4
AR71E AA40 wel g olsh BEsl  Rosellon(000)e A4 FAo]
ARSIl ek FIHo= oAU FA 487t RS YoYU Ju and
Krishna(2005)= A7 A48 A4ATFAL 08y delzoznele] 74 492

S/ = e EATD

Aol Al AHE o2 Ho BA A FTAY AAZX AdsE 24 Jo
HIATAE A o= B fddAela FH3 AAE AAst ok v
Ao BRPoR Qo dAFto] ARdt Aoke] EAlgte = ARl
JR0E AT AARES w1 B s 28] AR Ayt thgd 2ol dedtAl
dyd F Ak AAAFAEY] dAMo]l HAAS FEoA AAEDH Gu FHA
AHEE &3, o vopl A=zt wEEtiel duel=viEREY A gl T
SA8A AAA 't JdE + Advke Aelth iy daRIFAe]l AYAA
AA3H %Xé &= 73%% g aE Qs 3]y A, uy 9 Fxo] HlASo

g £5 gtk Ao g FTA YAAFAHY ax3s
—394*8}71 A= %&11%2394 AAgel g Agg BAo] AP oof e & F

AT,

»

_

20) Falvey, R. and G. Reed. 1998. “Economic Effects of Rules of Origin.” Weltwirtshaftliches Archiv 134, pp.
209-249.

21) Rosellon, P. L. 2000. “The Economics of Rules of Origin.” Journal of International Trade and Economic
Development 9. pp. 397-425.

22) u, J. and K. Krishna. 2005. “Firm Behaviour and Market Access in a Free Trade Area with Rules of Origin.”
Canadian Journal of Economics 28, pp. 290-308.
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mehA ohg Holxs AR dAH A= ot
2 B2 WA= AR s AvEE d AT
B3l Aol FTA AAd] 2 dgo] R 9T T de AL
gt 2o ®elazl stk ok ol st AFATF7F NAFTA Y4kl tig Aol
A5E o] 7] Wi o5 = FTAo] HEsl 34 e He AFTE 7sior &
Zoltt. gk FTA AARAIFA tisf AFEAES AR =W dFtedle AA1(1999),
% 9007)E E F Utk T HollMe o8 ATE TS Yk digk AF
AT F8 Ue EXAARE AWE|Z SiAL

lo
P
2
o
2
N
[
30,
o
&
o,

i)
L
v}
N
rlr
18
fw)
o
M
N
r:j_‘
=
1 T—red

52 437 AT W3

A A i A3H HI2 dAATAL] ARAET 2 FAl g deay
A A2 miAE Y ddd AR HE8S FAse ATE T
ol ATt YAATFAHL dAA] Aoz AFH oz FAH Estevadeoardal(2000)l
7|3, Estevadeoardal(2000)> NAFTAIA wlAE #5138 A4 2AA7]E AA €

EE 7Y 712dd tsl 9444 AE 5o, A 164 Ao 78 B9 WelA A2
”J%‘B}P}. 5 A AFRE Restrictiveness Index)9t #AM A #H A Z(preferential tariff
phase-out programme)s = ©]&3tc] | FTAolA kA AS dTs HAFHo=E
T8 EFATE)

Aol ot WA FAEF o|Rr|Tte] AFF Al dASA FAEE
o] A5 HIeH, olF Tl FTANA Y] AR tA o] HAAHTF oy AT
g AHmarket access negotiation)ollA F23F TR drz FoE = J3E HxI

ol

1191 ol

N

OO0 2 Estevadeoardal(2000)°lA= ml=3 #HASZE #AlE A7t S5, F
O

FoEde] A ThsAol AdeE dAT ditARgol A8Ee Wl ol ¥

23) 713-419](2008), HAIA, pp. 62-64.

24) Estevadeordal, A. 2000. “Negotiating Preferential Market Access: The Case of the North American Free Trade
Agreement.” Journal of World Trade, No. 34, pp. 141-200.
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AFellA AHsIA Tl FTAA A4l =EE 220 HAAZE 724
BA O AFE AARITE ©]F Estevadeoardal AFE o]-&ste] LA G0l AT B
2o wXe @EFE BAsAet, 8 7S o 2o

FTA AZZ A 3d=S du=zt 5 9 AR 713 oo g g
7187 widolth. & FTA Ao w2 A 9 HdAAYe Hi axes oot
A adE ke, duliEzt 79 Se A X, oleh tiEo] AduEY
A T ARl A ddow AAEAY FXo] ZidEnh 12y AT A
A7) ARHEE AF FTA AZd we A a3 Ade=m A3
) &7} u)sA Uelhd 4= 9tk Cadot etal.(2006)2 NAFTASl U4kA7#4o] FTA
Ade] wWE AHITES At UdeS HAFE FAE AAFATED) olEd
At el AAMH BAISSeE] Adadrt A=Y fv] FEF PAs
FFs FAAe, FHAT mEU A FAol AAs el whet WA= v
FEFo| Tadhe §HH WSS FFo] FFE HAFY v FEF] FUiEHE AR
etttk dedt AlEEoldS Bl 7 AWEHe a3t A2 Al wet NAFTA
Aol WA z1e] STl A= Edrt nE|g Zlo g Wl o= NAFTAY
AT o] FAE AN g)ol ol5< sk Aoz si4E & Utk

p

QaxFAo] FTA AAo] w2 A=zt ARl X Gkl uier zzel
BAS feide SsldAlel AR F5H8(compliance costs)S 7 aLEal ok
gtk ol BAIEFE WE FYox Esta AR SH B Hlgo] 12 4§
FTA 849 Ed#A dee 2r)sks 497t gl7] "ol

wAEE, B} 5 ot Fxx
W F shurh viE daAEE B Rlge

E
)
M
2
Am

AMAFAY] AHE AHEE

FA38= Zolth. Anson et al.(2005)

YA Z FEHAE G2 NAFTA dAATA #-d v8s FEFe=EH HA=
Ul A NAFTA AZo| mE ANFAHT gl 955 gofstazlsiitt. old wam Ht
F0]8-0] FA Y G R (ad valorem equivalent) 2 He+ oF 6% o|Z&d, HA = Tig

25) Cadot, O. and J. de Melo, and A. Portugal-Perez. 2006. “Rules of Origin for Preferential Trading Arrangements:
Implications for AFTA of EU and US Regims.” CEPR Working paper] 435 7331513
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ol

7 #AAM|E3Z(margin of preference)o] oF 4% U= FHITHH NAFTAS] 4HA| A o]
AAHS A7 &aFRE HARITE 2ES =S8 olge AT
AA M S(revealed preference)E ©l-8ate] AA A I HEd WG9 Hol - H4 F3E

H3H= Horin(1986)9] B4l 7Z3tn QIoh W44 FAol 9ATFE SES
o

M d
il

el

o

AUAAYINEE FE] AT ZHES ABSIRTHE MIN BAS AHES
AEsto] wel FTA 857} dolrth olgh o] Y8749 AALT FTA S5

WAE olgse] AUATAT DAY WG & Ao 4% Rolh

& S° FTA Z&E°] 100%% 242l 35 SddA dgo] Ernldin ste
Aow olgld 4 9low, FTA Z&E°] 0% AH9Y A% Fa#A s=e]

Fonlga Yok 202 4% 4+ ok

FTA &-&E°] 0%9F 100%< A4S AL UrA AdEe] #AEZS HHe
ol AAATA B-E wlgS FAXVE HAtk Cadot et al.(2002)2), Carrere and de
Melo(2004) <A NAFTA 42574 #A vl& 435 At A=t 22 5.06%<F
6.16%31)2 743k ATk Cadot et al.(2006b)-> NAFTAETF oz} EUS PANEURO
AlzEo EFHES T4, A7 68%2F 8% dtS AU olEL 7 FTAY #8E9

2 As XA dAR A HIFEEE FrHES AtolE B3 AWstaA g
53] NAFTA$t PANEURO AJZHIS| A RG] Aozt & Zo=2 uehyet),
A= oF 1.9%%) © whefl 218 A of 68%° #= dn }‘D} °]= PANEURO
AlzEo]l ikl ERIEAE ta BEXfettte W7kt YA @tk Carrere and  de
Melo(2004)2] 7% NAFTAol #3 AAWRA7|E F/PHEA7E SEH3E1E 5
A AA7|ES TR A #E vE-S FFsded, 1 Ay EHITHE
F5o WE AAFA B vlge] M 33, IPRAVIE, AWwA el
OEE 7102 Yeyth ols d4AAA7EY AlFuEo] NAFTAS &850 Jas
I thes Ag Al

7
g X

B Cadot et al(20062)S VU7 FOR RAFA7 Z0] olgHE AEL thow

26) Cadot, O. and J. de Melo, and B. Tumurchudur. 2006. “Product Specific Rules of Origin in EU and US
Preferential Trading Arrangements: An Assessment.” World Trade Review, pp. 199-225.
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A8 dAdH FEEY BAE A48T o2 EUS YWHES| HA|(GSP:
Generalized System of Preferences) ™d=7}, ofZg|7} - 72| B - BB FAF(ACP: Africa
Caribbean and Pacific Associables) =7Feit F9EAIE ol&ste] U4t AgH &9
W37 G8Eo] vAe IS FASAEH, Uit dANES 10% 25H FTA

o] 25~82% ~7}6‘}t— Ao At FTAZS iAol gy o=71%19)
—,—X}§7<4oﬂ <83 gQl]lel= E7-8taL, FTA A|Zo] FDIO| W= FaFol thak 242
T2 AT g 1y flo] o] FojH ot o]l Estevadeordal et al.(2006)
Ag o2 A3 FDI #AE Bt 72410 d5E4e A=t

o

o5 WA Z AzY 1227] 29E FOE NAFTA AZ o]F 7id Fek o] Foizl
FDIO| B3k SAAEE olgstad, = FAA A HA= o FAE 24T o NAFTA

EREEETS %ﬂf& THSTAS BEY S5 Bweln FAT(flexible) A4
AR7]Z0] vhaE Aol FDUE $98 1 9o Byt

FA tstel QAT WA AR7IFO] HRIE AL AS olF FHA7)7] s
A el FAIE 2gsA Aol Gueld o] RoAoksEE FDI
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=)
oz AAFAe EE dofstled], BAa(199)= 7 -

TEF| AolE Hl d
FTA, B1al £1(2007)= 7 - 7] FTAAZA tigh daxs AAsta k27

WA AJAW(199) MM E FTAMNAM HAAFAE =gl wet F=zd dio
AR e, ¢ - d FTA AZAA YA Ao] nldsE s 49 da2ddE £9e
Zo]1 g A g o2 R £9s Fshe AR Uetgth & 34kEe] o #A&o]
S dES ARt S0ed H9 FidFel AdHL ol AY  FlstHA
FAFUE  FHsA Hol T X7 JdiEde Zolth W Adw
9](2007)ollA=28) ATFA Y] BAAQ FFs AASHs dH A7 EZHo] 9low,
A FAE s A - v FTA AZd wWE dujgase] 234 4L 799

Hlgll 7HAaghe BT J2u o] dA7E NAFTA H4bA] AA7|Ee] 7|&s8te g -w
FTA 535 343 Zlo=, A9 ouldx 3. 1] FTAY AA4 axz H7]d:=
FAZE Atk ool B dAFolA= F=ol AEZ FTAS Aoz A9
A4 A (restrictiveness) ¥ FTA &-8-E(utilization rate)e TAEOZH AGHIA SHAA
FTAS] A4 a3E 7l itk A4# o5 FTA7F AAHJT sitjete Y4tA|
S Wolont AAEH Y FL T loH, o= & FEFFY AEAY FEE
olojz] FTA AA o=l tidt ATl SoEiT = 5 7] WEelth =]
AZZ FTA 94A714e] dA485 8 % 240 At BlAde = FTA
=

€
AR AA7EY] F8 B AHEES SFALY)
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A AL, A3A, #23, pp. 115~131

27) A 1999, "AGFAPe] FoEE
Z_l
28) A -

o150 - 2ATQ007), AAA, pp. 45-47.
29) o] &

ol
o, QPR (2011) pp.174-1830014 AAA ] Abgol Wi AR As Fxsis.
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AAA A2} FTAZ S0l tiste] AR 1A} st}
2008 o] AZAH FTAE TAo2 AHEn, E Adres sk=ro] AZA3 571 FTA
YA A Y] AAR5 9] U8 diste] Awstaiz) g3

6.1 A FA9 dH4Q A

QA FA ] FAA-2 Estevadeoardal(2007)0 o3l A5o2 AFHoZ EAEACH
ol A A HgtTo] Estevadeordal®] AAZA T NAFTAANARFAE A HFA S
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