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Abstract

The Korea-Canada FTA and the EVTA have adopted cross-cumulation clauses in their rules of
origin, aiming at the enhancement of the value chains among the FTA parties. In fact, intricate rules
of origin are often considered as the major cause that discourages the utilization of the agreement
for the exporting firms. From this perspective, the correct understanding of cross-cumulation clauses
in FTAs is an urgent mission for the Korean exporters as well, and the EVTA, which has recently
introduced the cross-cumulation method in a linkage with the Korea-EU FTA provides the timely
motivation. This paper first analyzes the Korea-Canada FTA of 2015 as for the case study, because
this is a unique trade agreement for Korea that has already adopted the cross-cumulation clauses.
It is concluded that the clause is rather vague, particularly in certifying the origins of the intermediate
goods from the territory of an authorized third party. From this perspective, the recently-ratified
EVTA is particularly important and meaningful with its clearer explanations for the utilization of the
privileged rules of origin. The paper finalizes the study by making policy suggestions to the
stakeholders, expecting more future FTAs to come equipped with similar cumulative rules of origin,
and implies the possibility of the modification of the current clauses in the FTA with Canada.
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Table 1. Cumulation Scope by Korea’ s FTAs in Force

11

FTA

1:n

Materials

Materials and
Production

India, China, EU, Turkey, Vietnam

ASEAN, EFTA, Central America

Chile, Singapore, Peru, US, Australia,
New Zealand, Columbia, Canada

Source: written by author

Table 2. Comparison between Bilateral and Full Cumulations

Bilateral Cumulation

Full Cumulation

Target

Content

materials and production

cumulation within a single preferential area (intra—FTA)

materials, production, value—added

Source: written by author
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Table 3. Comparison of Cumulation Clauses in Korea's FTAs
FTAs Cumulation Clauses Notes
India, China originating materials are incorporated
ASEAN, Vietnam  in case originating meterials are used
accumulation of origin  shall
Central in case originating materials only be applied between the
America are used Republics that have the same
Materials Product Specific Rules of Origin
EU, Turkey, in case originating materials - .
UK are incorporated undergo sufficient processing
where originating materials are used
EFTA materials originating in another and undergone sufficient
Party processing, the origin is determined
by the highest customs value
originating meterials are incorporated
Chile, originating materials from a
Singapore, Party incorporated to a good in
) Peru the territory of the other party
Materials shall be considered originating
+ from the territory of the latter party
Production US.. originating materials are incorporated
Columbia, where the good is produced in
Australia, New  the temitory of ore or both of the
Zealand Parties
whether a good is an originating
good, a good originating in the
territory of one or both of the
Parties shall be considered as
originating in the territory of
. either of the Parties.
Materials ] )
+ the production of the good in
Production Canada the territory of one or both of  (ross cumulation is applied
+ the Parties by one or more
Cross producers is considered to

have been performed in the
territory of either of the Parties
if all non-originating materials
used in the production of the

good undergo sufficient

production
Source: written by author based on the FTA agreements
FrAFsHAl s AskaL lek. (o] e, 2019; BHA] g} gAY 9 S-AVIEE FTAS ‘A
< - AEA, 2016, AA 9], 2017). =#HAL - A o2 FRsta vk AAR A, -7t
AR (20160 A B 24FHE 5838t 3l x2, 3-3F FTA AN 8%k =
© @8 Ae P e g AFefstar gle TS AR, o g & FA=e] o
™, AH 9] (2017)E WCO(2015)2] #Fof u} AolA o= g A g At 2
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Table 4. Comparison of Accumulation Clauses by EU's FTAs (as of September, 2020)

FTAs
entry into ypes onditions for Cumulation
(entry int T Conditi for Cumulati
force)
Mercosur
(concluded
in principle)
bilateral - .
Zlﬁv;eggglt?gn(; (originating materials) undergo sufficient processing
Australia?
(in negotiation)
- undergo sufficient processing
full - If an exporter has completed an origin declaration, the exporter
(materials and must possess a completed and signed supplier's
production) statement from the supplier of the non-originating
materials used in the production of the product
Canada if each Party has a free trade agreement with the United
(2017.09.21) States, and upon agreement by both Parties on the
applicable conditions, each Party shall apply paragraph 8
Cross when determining whether a product of Chapter 2 or 11,
heading 16.01 through 16.03, Chapter 19, heading 20.02 or
20.03, or subheading 3505.10 is originating
- cross cumulation in U.S. origin materials stipulated
under note of PSR
full - undergo sufficient processing
Japan (materials and - the exporter shall obtain from its supplier information
(2019.02.01) . as provided for in Annex 3-C in order to prove
production) . .
cumulation on production
bilateral _ - .
(originating materials) undergo sufficient processing
Vietnam - the origin shall be determined in accordance with the
(2020.08.01) rules of origin of EU-Korean FTA or EU" s FTAs with
Cross ASEAN countries
— proofs of origin as if exported directly to the EU, and
issued with cross—cumulation application phrase
bilateral - .
(originating materials) undergo sufficient processing
Singapore - shall comply with rules of origin under FTA between EU
(2019.11.21) and ASEAN

Cross

- proofs of origin as if exported directly to the EU, and
issued with cross—cumulation application phrase

Source: written by author based on the FTA agreements
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Table 5. Comparison between Diagonal and Cross Cumulations

Diagonal Cumulation

Cross Cumulation

Target

Content

Rules of origin FTAs

multiple countries between FTAs

originating goods and materials

applies same rules of origin between

39 Party country other than Parties
of certain

certain originating materials stipulated
in FTA

considered as originating under
certain conditions

Source: written by author
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Table 6. Comparison of Cross-cumulation Clauses by Canadas’ FTAs
bl Rules of Origin Subject ltems Materials Countries
(entry into force)
Canada-lsrael
(1997.01.01)
Canada—Chile
(1997.07.05)
. N/A
Canada—Costarica
(2002.11.01)
Canada—EFTA
(2009.07.01)
HS 5402.19, 5402.31 US
B ROO of HS 50~63 5402.45, 5402.51, Méxigo
Canada-Peru Canada—Peru FTA 5402.61
(2009.08.01) .
Shall be fullfiled HS 8701~ HS 84. 85
8705 87, %4 US.
HS 5402.19, 5402.31 US
HS 50~63 5402.45, 5402.51, K
Canada-Columbia ROO of 5402 61 Mexico
Canada—Columbia
(2011.08.15) .
FTA shall be fulfiled HS 8701~ HS 84. 85
8705 87, 94 US.
Canada—-Jordan
(2012.10.01) N/A
_ ROO of N
Car(léa(%% OF;aa:;ma Canada—Panama HS8;3£) 1 H88784’9 485’ U.S.
o FTA shall be fulfiled ’
~ ROO of _
Can(a;((i)% T(? B?)u ras Canada—-Honduras HS 50~63 H%gg?g;ﬁw MUe.S-c’o
o FTA shall be fulfiled
_ ROO of
C"’(‘ga%aof&rfa Canada—Korea FTA  HS 8701~8706 RAans Us.
o shall be fulfiled ’
Canada-Ukraine
(2017.08.01) N/A
HS 2, 11,
1601-1603, 19, N/A u.s.
Canada-EU Canada—-EU FTA 2002, 2003
(2017.09.21) shall be fulfiled
HS 8701, 8702 HS 84, 85, US
8704, 8405 87, 94 e

Source: revised by author based on Lim (2016)
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Table 7. Structure of Accumulation Clause in Korea—Canada FTA

Articles Types of Cumulation Notes
bilateral cumulation This paragraph can be applied as a ground
3.71 . ; >
(materials) for future full cumulation (on materials)
production cumulation re This paragraph can be applied as a ground
3.7.2 non-originating for future full cumulation (on processing) and
materials” cross cumulation (on processing)
373 paragraph for future use Paragraph 1 and 2 can be applied for future

cross cumulation

Chapter 87 note (materials)

cross cumulation or full cumulation

Source: written by author based on Korea-Canada FTA agreement
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Table 8. Cross—cumulation Clause of Canada—Honduras FTA

Chapter 50-63 note :

Mexico; and

trade area established by this Agreement.

For the purposes of determining whether a good of Chapters 50 to 63 is an originating good,
any good of heading 52.05 through 52.07, or heading 55.09 through 55.11 that is used in the
production of that good in the territory of a Party shall be considered to be originating if:

a. the good is imported into the territory of the Party from the United States of America or

b. the good complies with the rules of origin under this Agreement, assuming for this purpose
only that the territory of the United States of America and Mexico were part of the free

Source: Canada—Honduras FTA agreement
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Table 9. Accumulation Clause of Canada—-Peru FTA

Article 306: Accumulation

under this Agreement.

Chapter 87 note :

of America; and

3. Subject to paragraph 4, where each Party has a trade agreement that, as contemplated by the
WTO Agreement, concerns the establishment of a free trade area, with the same non-Party, the
territory of the non-Party shall be deemed to form part of the territory of the free trade area
established by this Agreement, for purposes of determining whether a good is an originating good

4. A Party shall give effect to paragraph 3 only once provisions with effect equivalent to paragraph 3
are in force between each Party and the non-Party. The Parties may agree to limit such
provisions to specified goods or to apply under specified conditions.

For purposes of determining whether a good of heading 87.01 through 87.05 is an originating
good, any material of Chapter 84, 85, 87 or 94 used in the production of that good in the
territory of a Party shall be considered as originating if:

(a) the material is imported into the territory of the Party from the territory of the United States

(b) the material would be originating if the territory of the United States of America were part
of the free trade area established by this Agreement.

Source: Canada—Peru FTA agreement
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Table 10. Structure of Accumulation Clause of Canada—-EU FTA

1*' Paragraph  cumulation on materials

2" Paragraph  cumulation on processing

rd
8% Paragraph o\ osing)

4" Paragraph
5" Paragraph
6™ Paragraph
7" Paragraph
8" Paragraph

9" Paragraph

forms of a suppliers statement

conditions for cumulation on materials and processing (beyond insufficient

conditions for cumulation on production

conditions for electronic suppliers statement
scope for a suppliers statement(single invoice or multiple invoices)
conditions for cross cumulation(each Party shall conclude FTA with 3rd Party

conditions for cross cumulation(each Party shall agree to the conditions and
equivalent provisions with 3 Party)

Notwithstanding paragraph 9, if each Party has a free trade agreement with
the United States, and upon agreement by both Parties on the applicable

10" Paragraph

conditions, each Party shall apply cross cumulation when determining whether

a product of Chapter 2 or 11, heading 16.01 through 16.03, Chapter 19, heading
20.02 or 20.03, or subheading 3505.10 is originating

Source: written by author based on the Canada-EU FTA agreement
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Table 11. Comparison of Accumulation Clauses in Canada's FTAs

Canada—Peru Canada—-Panama

Canada-Columbia Canada—Honduras Korea-Canada Canada-EU
bilateral

. bilateral cumulation(on
bilateral ’ . o

. . - cumulation(on materials)(sufficient
cumulation(materials) . >
materials) processing is
mandatory)

cumulation on processing re non-originating materials

provisions for cross accumulation provided that
FTA with 3 party is concluded in the future

and full accumulation

provisions for cross
and full accumulation
provided that FTA
with 3¢ party is
concluded in the
future, however,
flexible cross
cumulation is applied
to the U.S.

provisions for cross

in the future

Source: written by author based on the FTA agreements
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Table 12. Cross—cumulation Requirements for ASEAN Countries in EVTA

1. The origin of the materials shall be determined according to the rules of origin applicable in
the framework of the Union's preferential trade agreements with those ASEAN countries,

2. the originating status of materials exported from an ASEAN country to Viet Nam to be used
in further working or processing shall be established by a proof of origin as if those
materials were exported directly to the Union.

3. The tariff duty the Union applies to the products listed in Annex IV to this Protocol obtained
in Viet Nam by use of such cumulation is higher than or the same as the duty the Union
applies to the same product originating in the ASEAN country involved in the cumulation

4. Proofs of origin issued by application of paragraph 2 shall bear the following entry:
"Application of Article 3 (2) of Protocol 1 to the Viet Nam — EU FTA"

Source: EVTA agreement

Table 13. Cross—cumulation Requirements for Korea in EVTA

1. Provided that they have undergone working or processing in Viet Nam which goes beyond
the operations referred to in Article 6 (Insufficient Working or Processing)

2. The origin of the fabrics shall be determined in accordance with the rules of origin
applicable in the framework of the Free Trade Agreement between the European Union and
its Member States, of the one part, and the Republic of Korea, of the other part.

3. The originating status of the fabrics exported from the Republic of Korea to Viet Nam to be
used in further working or processing shall be established by a proof of origin as if those
fabrics were exported directly from the Republic of Korea to the Union

4. Proofs of origin issued by Viet Nam by application of paragraph 7 shall bear the following
entry: "Application of Article 3(7) of Protocol 1 to the Viet Nam — EU FTA".

Source: EVTA agreement
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Table 14, Origin Requirements for Korean Fabrics to Apply to EVTA Cross—cumulation

1% step 2" step
Korea-Vietnam FTA EVTA
PSR Korea-Vietnam FTA Korea-EU FTA
Exporter
Issuer of L L
Certificate of Authorized representative (arzjy et)xport:er cctJnttallnmgl; orlé;matmgt
Origin (C/0) products whose total value does no
exceed 6,000 euros)
T “Origin declaration” is given by the
Method Goods originating s proved on the exporter on an invoice, a delivery

of issuing C/O

Verification of
C/O country

Preservation of
C/0O and
supporting
documents

basis of a C/O, a form of which
appears in Annex 3-C.

by exporting country — by importing

5 years from the date of issuance

note or any other commercial
document.

EVTA: by exporting country
Korea—EU FTA: by exporting country

EVTA: 3 years
Korea-EU FTA: 5 years

Source: written by author based on the FTA agreements and Lee Young-Dal (2020, pp.45-46)

21 5o] AAABR QY] e ol3f
o] Table 150|AMA7 g4t AHEo] §H-EU
FTA 2R AE F53l ok 3Fn, EU A
FE2EHE A 2 F0] o]Fo o} sla,
2ol HEEHATE B HEY £E4
7} sl YAR|S A of] A E ofofrt 3
ot o7)dA vt FEATT AR old
dof = A FLEU YakA| 74 F=3) EU
o AH FEHE AAY SHsok sk 2y

et
2. EVTAS| WAH=X X3} Ofalot

et o] el £ o] EVIA
of WAL 2FE A8 eI, F 26
o Fugel "asth 19AE HER
FTA 5312 280} W=y 535
ol R15), 20l G A o] WEyeld 2

13) WEFT= gholAqt B SH-H E FTAS #al 9]
o] £EA} #Eldk EAHL FHEsle] BAENE
3143} 5= 9lon}, 3L EY FTAS 43t 7}
Aol Ae WA

AREA o] Ade AA HFAFLE 4
Aol EVIA 58] o} 2 H= dlolt
Zh @AM =ik AEo] Ak s 5 A
TR ALY SfeiA vtEA] T of st
A FFedd ¥ ddASH e diA
A ¥ AHEo] Az Bolstrz 593d
Fo|7b dasit

A At Amo] HlEHOR £E A 5

EYoR $£EH ik A Eo| o] wEGA
o= Ay M= Ao AEEE A
¥} Zo] $HEU FTA AR ES &

of Agdd FHoz AMAFTEAE F)3

of i},
1) EMXNE 2 5

SHEU FTAE 4§ 2 oI5 A%l o
¥



198 F3t3)z] A45E ASZE (2020 10Y)

Table 15. Comparison of Fabrics PSR between Korea-Vietnam FTA & Korea—EU FTA

Materials HS codes Korea-Vietnam FTA Korea—EU FTA
Cocoon o CTH or SP or RVC 40% ~ Manufacture from
Wool 5111-5113 ~ coir yam
- natural fibres
- man-made staple fibres
Cotton 50085212 CTH or RVC 40% - chemical materials or textile pulp
accompanied by at least two
preparatory or finishing operations
Vegetable (such as  scouring, bleaching,
fiber 5309-5311 CTH or SP or RVC 40%  mercerising, heat setting, raising,
calendering, shrink resistance
54075408 processing, permanent finishing,
decatising, impregnating, mending and
i burling), provided that the value of the
p;(l);{;:ﬁ:rc CTH or RVC 40% unprinted fabric used does not exceed
5512-5516 475 % of the ex—works price of the

product

Source: written by author based on the FTA agreements
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