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Abstract

In the context of export-oriented growth strategy, Korea has promoted the conclusion of FTAs and
16 FTAs have entered into force or concluded so far. Despite of these efforts, the expansion of the
global value chain (GVC) has resulted in fragmentation of production processes and international
companies have been struggling to meet the criteria for determining the rule of origin. In order to
overcome these difficulties, some foreign FTAs have been introducing cross-cumulation of origin. In
this paper, we try to examine empirically whether the easing of the rules of origin using
cross-cumulation contributes to the increase in actual value-added exports. we quantify the effects
of cross-cumulation included in the EU-Vietham FTA on Korean exports of the textile through a
gravity model using the concept of value-added export. Based on the analysis results, the proportion
of value-added exports in Vietnam increased by adoption of cross-cumulation of origin, which
consequently resulted into an increase in total exports. This paper tries to draw several implications
for the rules of origin in Korea's FTAs including cross-cumulation considering the export value chain
of Korea.
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I. M2
sk dA 167119] FTA A& &8 e
stQlow, 47e] ¥ st L, 471¢]
=7F B A HAI% FTAE 913 oz
ZFoloh, &g, A AR AR =
CPTPP (Comprehensive and Progressive Trans-
Pacific Partnership) FolE AE S0 A =2,
7hdeitd dES 28 o= 8 w57t
o} FTA #A& A43sHA Hok
a3y AFE FTAE HAEH 0]F 9] o]
FHA7} o] Fa3it} FTAZE Ha =i o &
80| AZATHE A EFAE FTAE o)}
Al "ot g2 AXI53e] FTA 4882 =
< Holup M EdTE v Ho g ZAMESR]
=, FAH ] w2 2017'd FTA $EE8E
& gh-1] 86.1%, SHEU 85.5% ©[uk, gh-opAIQk
46,1%, 3= 49.7%, 3H-Q1% 67.5% & e}
Wk, ol#g e mdte] vhe FTA &880l
GVC (Global Value Chain)& 213} Ak 7]5
59| ofglgo] 8 Ao =E AFHY, GVC
7h Bt LA o7 7t AAHAR
2 A9 ofFo] FolA|aL, o] w2t FujF-
77 ] Fo] ZHaste] YAg oA g kA
7S FF37] oHYXIY. AAE(2014)
gk Akdo] 228 GVCAllA] sfj9]ikqde] 2}
e aSuFe ASHen FolAL lrka
431t} Johnson and Noguera (2017)2 &
AAHS mde] Zrtol e 52 23
& U IAEIFe) sekaaol F3lo] e
Wz Bas e,
FTA 288 %07 98 2249 523
FE&ES AT 7IER dAVIE
gkstal= Aoloh, AibA7]Eo] ghsto) gk
T o o] aokd 4 ok AA, A
ARES A8t dAES SsATE
Aolrt, 71& AdE SRS AFLE &3t
o] 71940] g3 4 R WAshks A
o|t}, APTA (Asia-Pacific Trade Agreement)=
AEFE F3ke] 2018 79HEH Hr) ¢45tE
A IES EY7IE etleh. A, Trp
(Trans-Pacific Partnership)$} RCEP (Regional

Comprehensive Economic Partnership) 5 ¥
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7} FTAS] #2315 Soho] @ dA|ES
W= Zlolnt, ol#gk w7 FTA] AEL 7]
9 v FAFARES ol8tA Fak, st
o] dAA7ES F8ke FTAE 288 4 9l
7] wiZolct. Ty $l9] 7 7AW T1E
d4el ABde enlsiez 2t BAzel o7
285 WEd A8 Aes] i @
o= Be ojeigo] @A AA, /1 @2
el o R kA 223 (Cumulation of
origin)S &-&3dh= Aotk F4& &t 7]
AZE FTAS dAdo=A dHws 2
AR ARAVIES 2INL 5 9
. HEHoRE EUYL sl o g A9
o|g3te] Ful Fhd % Bolxelrl, B
27482 shtel FAZ BN BU AR
2 (Diagonal-cumulation)©] At}

wEPH) AL o] Aakan
E An7E A g s AT AZ o] ) gk
7] WiZol, & =7l AAEFE SAF7
A AEe $4e 2 e A9t ==k A
AZ A=Y gEstkE ARk 548 A
FAES] AAVE 52 o &5l Bt
o] 47 ¢ftt. 53] g-n] FTAS} CPTPP & 7|
o] gt FTAdM = A frtoks Uxe] &
(Chapten 2.8 EF3t1 JEd], AFAE
AeHe FEEAMAIES F587] HA
B, WAT]ES APHEE Hlgte] B ¢
AetA sk ot

ARFAE AAAIES S5 SdsiAe
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oAM= EVFTAS] W&o whe} ko] &8
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Table 1. Classification of Origin Cumulation

Rules of Origin Cumulation Target

Classification Cumulation Area
Partial (Bilateral) intra = FTA
Full intra — FTA
Diagonal inter — FTA
Cross (Third party) inter — FTA

Identical Materials
Identical Materials, Production
Identical ) )
o Materials, Production
Not binding

Source: ITC (2018).
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Table 2. Textile Exporting Countries by Production Stage

(Unit: %)

Rank Apparel Fabric Yarn

1 China(37.06) China(46.97) China(23.10)

2 Vietnam(5.67) Italy(6.14) India(11.54)

3 ltaly(5.05) India(4.82) USA(6.73)

4 Germany(4.33) Korea(3.54) Vietnam(6.66)

5 India(4.29) Turkey(3.34) Indonesia(5.10)

6 Hongkong(3.77) Pakistan(3.20) Italy(4.68)

7 Turkey(3.74) Japan(3.05) Hongkong(4.23)

8 Spain(3.11) Germany(2.91) Turkey(3.75)

9 France(2.53) Hongkong(2.34) Korea(2.97)

10 Belgium(2.13) USA(2.02) Germany(2.96)

Source: UNCOMTRADE (2016).
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Table 3. Decomposition of Total Exports

Label Category Description
DVA-fin DVA Domestic Value Added in final goods exports
g Domestic Value Added in intermediate exports used by direct importer to
DVA-int DVA . S
produce its domestic final goods and consumed there
DVA=int Domestic Value Added in intermediate exports used by the direct importer
(rex) DVA to produce intermediate exports for production of domestic used final
goods in third countries
DVA-int Domestic Value Added in intermediate exports used by the direct importer
DVA . . .
(rex2) to produce final goods exports to third countries
DVA-int Domestic Value Added in Intermediate exports used by the direct importer
DVA . . ; .
(rex3) to produce intermediate exports to third countries
RDV—fini RDV _Returned Domestic Value Added in final goods imports —from the direct
importer
RDV—fin2 RDV Returned Domestic Value Added in final goods imports -via third countries
RDV=int RDV Returned Domestic Value Added in intermediate imports used produce
final goods consumed at home
DDC—fin DDC Double counted Domestic Value Added used to produce final goods exports
DDC-int DDC Double counted Domestic Value Added used to produce intermediate exports
MVA-fin FVA Direct importer’s Value Added in exporting country’s final goods exports
OVA-fin FVA Third countries’ Value Added in exporting country’s final goods exports
MVA=int FVA Direct importer's Value Added in exporting country s intermediate goods
exports
OVA=int FVA Third countries” Value Added in exporting country s intermediate goods
exports
MDC DDC Direct |mporter s Value Added double counted in home country s exports
production
oDnc DDC Third countries Value Added double counted in home country's exports

production

Source: Wang, Z. et al (2018).
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0 VP 0||X*|=|0 v*ol||Lw L Lt | v®
0 0 V|Xx* 0 0 vzt ]|yt
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A FE(AXF HFA FE2(NE FEd9d=
AL ol&3dte] TrE FIPHA, glEd=
g d Jela HFF et dAE =&
t}. Wang, Z. et al.(2018)2 o]& U2 A&3}
Ble] F422 ol (Table 3)3 ZFo] & 16
7HAe] ez Balst.

o|& Fote] 179 FTrFol T3 T
77 A9} = RIPA| o] FHte] ThsstaL, ¢

TRIPHA § BrpkAe] ddEs FAE =
Aol 7Fsslt), 16714 A4 E BA48 ¢
ate] 47bA] MR aFstE T, ol SRt
752 (DVA), 2777 kA= (FVA), Eot
2 FHRIPIAFERDY), o|FAGE Tt
7t & (DDt HEA A EHE TR
V7 5 E(DVAfin 2 W EFe] Ay 5
TWMAFES, HFEA TFE TR IIIA
2 (FVA: MVA-fin?} OVA-fin)& &-83}e] 7
W S ARy wAbTAe] ads 54
& Zojtt. DVA-fing W Ede|A TAg 17}
T ZA AAAE T3] f1g WEE S



FTA Q4 2] AR a3k WEY 4949 2742e

F7E7EA o™, FVAE Wl Ed
stol #2712 ¥ £ e @
717 x]7F

EU F&7}5H&42

27 ¢
WA F7hel

2 915 2t %71

J|Eo 2 FE3 FA H.,] 7 (o] HEA
N T ASEHE FAE AR o2
59

o] 7} ;17}7} Hego s S +5,
wellA ﬂ&xﬂe *@40}04 EUE FEEE

A& of| A] ?ng} v,_fﬂ Z PoOyhonen (1963)
and Tinbergen (1962)°] 25} 7iE= L}, o] F
Bergstrand (1989), Deardoft (1995), Evenett
and Keller (2002), Helpman and Krugman
(1985)5 0] SAF-o] AFRF o W7
W ZFRugt FEnde AEAusiclEs)
Ax-28 58 o]l24 ZA=Z 3}, Hummels
and Levmbohn (1995)& GDP] A& x}ol7}
=97 A4e Bejdo ok ANERom A
Fo] ]_Bﬂp:]ra ZA o] HEATS A% BA
3oith, B Aol s SE-IAAE(GVC)Y
Astel wel 271713 wele] F71) olefdt Al
Expsl o]2o] EAd Ux }#Xl 7JE°}71
A3 FYRF L o] &3t F < I
AFME v FBEIL QT % 1 ZJ Rk
T - FA5.(2016)9] AFME FERYS &
|3te] waPFH e FAERE £ uf 9o
1, Ji and Yoo(2018)ollA= FTA A4 wfe} &
BE YR WkE BsEn 95 4
73](2018)9M = SRS T83le] 59
AR 8RS A% Bttt oM H FER

1) Koopman et al, (2014)¢] 244 5 dR = o
3 - AA@(2019), “BIIAGFEZ BN FTA 7
Az Astol] B AT FAFIA, A2098 AE

ZAog 213

go olgd suke wojm Fujeloln vl
4o Beskn slod £ ol 3
Arge $as AR Ao} on) e 2
BE £ET 5 U Aotk AFEA mIe
e} 2},

V)= a+1n(GDP})+1n(GDP)) +In (Dis ;)
+ FTAl+ BIT)+ TIP/+ VAX/+ Year + €;

Y 4= 3t 35458 YehiY GDP, =
$%% GDPE, GDP 9% GDPE
ﬂ"ﬂlr/‘r. %E%‘Ef‘é% JERda = 2 A
£ bl SHUS Dis; &
29 f‘at} GDPQ} DisE Ztzt & %F(+)F
09 FFE E Aom o FHTt. FTAY

= e
UelE drl W42A FTAL S =98tds
o], FTAS A 23 39 1, AZeA & 2¢
S Fod3let. db=o] AAs FTA 9] 7t
Ad=e 7F 9 FIPAFEd Z+)e o
TS | AoR o tEn, = FA3A
o AASRE ofu|sle TIF; 2 BIT;;t"|
HPE —%7}“}04 % J= Ad B9 1, 2%
2] g 3ttt

VAXE= %‘—#% % F77HA Y] v|FE e
e F7PHAsE vlSolth St 2A
o] HIWIAFE v F 47HAEA FUH
7V7 x14E ¥F(DVAR), YFRIIRFE
H|Z(FVA_R), Eol& JFUFIIx4E b5
(RDV_R), 283 o|FAIAE FI 550
F(ODC_R)o|tt, MEHS 71E0 R d=x4t 2
=9 FIPHATE FAEgE RIS
Z H]F(DVA_R)O| F718tH, &3] A =
WE77EX 4% H¥]E(DVA-int_R)©] 57}5&5}.
b glhsrato] Juate g FhFEHE R of=R
71} 4% ¥Z=(FEVA_ RS 248 Aow o
AEc) FAHo 7 old BItxLEEu|=e] =
7t FEC FHY dFE v A= o
"o, Alzbol weh BHEE HpEE 2y vk
gat7] Yot AAHEHNE o]83FF o, Year
HEE By =3kt

ARE-E dlolEE ARt vH aENS

o
S
o
0 ol



214 RI837 A44d A1Z (20199 29)

Table 4. Value Added Exports Ratio of Vietnam in Textile Industry (DVA / FVA)

(Unit: %)
Country [_);{: E\fll': Country ?}{:\ E\fllﬁ Country E_’Xﬁ E\fll':
USA 56.84 39.91 Norway 47.31 33.21 Brunei 34.11 23.95
Thailand 55.08 38.67 Malaysia 46.88 3291  Bangladesh  33.33 23.40
Brazil 55.03 38.63 Canada 45.48 31.93 Australia 30.59 21.48
Hong Kong 54.38 38.18 Singapore 44,53 31.26 Butan 28.73 20.17
Japan 52.49 36.85  Kyrgyzstan  43.78 30.74 China 26.55 18.64
Pakistan 52.36 36.76 Laos 42.16 29.60 Turkey 17.02 11.95
Switzerland 51.42 36.10 Taiwan 39.55 27.76 Sri Lanka 15.85 11.13
Kazakhstan ~ 51.08 35.86 Mexico 37.63 26.42 Cambodia 14.69 10.31
EU 50.29 35.31 ROW 37.31 26.20 Indonesia 5.85 411
Mongo 49.42 34.69 Korea 36.70 25.77 India 2.63 1.85
Russia 48.24 33.87 Philippines  36.01 25.28 Moldova 1.55 1.09
Nepal 47.64 33.45 Fiji 35.07 24.62
Table 5. Value Added Exports Ratio of Vietnam in Textile Industry (MVA / OVA)
(Unit: %)
Country I\ﬂ{: (zm Country I\fx: 9;{: Country hfx: ?X:
USA 1.93 37.97 Norway 0.05 33.16 Brunei 0.01 23.93
Thailand 1.32 37.35 Malaysia 0.58 32.33  Bangladesh 0.18 23.22
Brazil 0.38 38.25 Canada 0.12 31.80 Australia 0.35 21.12
Hong Kong 0.08 38.10 Singapore 0.22 31.04 Butan 0.00 20.17
Japan 2.83 34.02 Kyrgyzstan 0.00 30.74 China 4.23 14.40
Pakistan 0.39 36.37 Laos 0.03 29.56 Turkey 0.03 11.92
Switzerland 0.1 35.99 Taiwan 1.84 25.92 Sri Lanka 0.01 11.12
Kazakhstan 0.02 35.84 Mexico 0.06 26.36 Cambodia 0.01 10.30
EU 0.26 35.04 ROW 3.25 22.95 Indonesia 0.1 4.00
Mongo 0.00 34.69 Korea 5.35 20.42 India 0.04 1.81
Russia 0.27 33.60 Philippines 0.20 25.08 Moldova 0.00 1.09
Nepal 0.00 33.45 Fiji 0.00 24,62
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Table 6. Cumulative Value Added Exports in EU-Vietnam FTA

(Unit: million dollars, %)

Importing  DVA-int D(\r’gx'z';“ EU Importing ~ DVA-int D(\r’ :;2')’“ EU
Country (rex2) Ratio Cum Country (rex2) Ratio Cum
Korea 1,329 35.55 12.46 Bangladesh 51 1.36 0.48
China 879 23.51 8.24 USA 46 1.24 0.43
Taiwan 389 10.41 3.65 Brazil 24 0.64 0.23
Japan 196 5.24 1.84 Malaysia 2 0.58 0.20
ROW 157 4.2 1.48 Australia 11 0.30 0.1
Thailand 151 4.04 1.4 Mexico 4 0.1 0.04
Indonesia 94 2.52 0.88 Turkey 3 0.08 0.03
EU 85 2.27 0.80 Switzerland 3 0.08 0.03
Pakistan 79 2.12 0.74 Laos 1 0.03 0.01
India 73 1.95 0.68 Brunei 1 0.03 0.01
Philippines 54 1.43 0.50 Srilanka 0 0.01 0.00
Table 7. Cross—Cumulation Effects of EVFTA in Vietnam’'s Value Added Exports
(Unit: %)
after EVFTA
be{s::mi\[/nF)TA EU Cross cumulation
Korea China Japan
V%“Jg“fé‘&’g | 50.29 50.55 63.01 58.79 52.39
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Table 8. Effects of Increase in Value Added Exports Ratio
Value Added Exports

Variables . . . .
DVA Ratio FVA Ratio RDV Ratio DDC Ratio Expected Value
1.486" 1717 1625 1,601
log(GDP_0) (0.038) (0.042) (0.043) (0.041) *
1867 1733 1818 1.846" .
log{GDP_B) (0.036) (0.040) (0.039) (0.0%9)
ioa(Distance) 0,604 0,623 0,626 0,612 .\
9 (0.023) (0.025) (0.026) (0.025)
0.218"* 0.257"** 0.203"* 0.221%**
FTA (0.040) 0.043) (0.044) (0.044) *
- 0,068 0,076 -0.077 0,077 .
(0.054) (0.059) (0.057) (0.057)
T -0.202"* 0,251 0,288 0,215 .
(0.044) (0.047) (0.048) (0.048)
UAX 0,014 0,019 -0.019" ~0.008"*
(0.001) (0.002) (0.006) (0.002)
Adj R-squared 0.618 0,639 0.638 0.633

Notes: 1. p: **0.01, **¢0.05 and *(0.10.
2. t-values are provided in parentheses.

Table 9. Effects of Increase in Value Added Exports Ratio (Final/Intermediate Goods)

Value Added Exports

Variables . . . .
DVA Ratio FVA Ratio RDV Ratio DDC Ratio Expected Value
1463 1715 1,631 1,515
log(GDP_0) (0.037) (0.042) (0.043) (0.084) *
1.870™ 1,708 1.818™* 1.806™* )
log(GDR_B) (0.036) (0.040) (0.039) (0.039)
. 0,599 0,618 —0.604" 0,614
log(Distance) (0.023) (0.025) 0.026) (0.025) *
0220 0,248 0304 0,247
FTA (0.039) (0.044) (0.045) (0.043) *
- ~0.087 ~0.084 0,077 ~0.069 ..
(0.053) (0.058) (0.057) (0.057)
" ~0.208™* 0,243 0,208 0,247 ..
(0.043) (0.047) (0.049) (0.047)
. 0,011 0.016™ ~0.035" ~0.085"
(0.001) (0.002) (0.015) (0.033)
. 0.016"* 0,022 ~0.002 0.268"**
[t elss 0.001) (0.002) 0.014) (0.066)
Adj R-squared 0.610 0.636 0.638 0.640

Notes: 1. p: **€0.01, **¢0.05 and *(0.10.
2. t-values are provided in parentheses.
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