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The Effect of Cross-Cumulation of Origin of
Korea-Canada FTA on Import of Auto Parts

Kyurim Kim

Department of International Commerce & Logistics

The Graduate School, Pukyong National University

Abstract

In 2017, Korea has 15 FTAs in force. However, it is difficult to enjoy the
benefits of each other, due to strict Rules of Origin. It is becoming
increasingly difficult for some countries to meet the Rules of Origin due to
changes in the industrial structure involved in production. Rules of Origin are
criteria that the exporters of the FTA agreement country must meet in order to
receive tariffs and non-tariff benefits. The cumulative standard is one of the
criteria for relaxing the criteria for determining origin and is a provision that
allows non-origin materials as origins when satisfying certain conditions.
Cumulative standards are generally categorized as bilateral, diagonal, full
cumulation. In Korea-Canada FTA, new cumulative standards were applied. For
expansion and convenience of Rules of Origin, the cumulative crossover used
in Canada gives the origin qualification of the third country's raw materials
and intermediate goods on the cumulative basis during the agreed agreement.
However, it is the greatest feature that it does not require a unified standard
of Rules of Origin.

Korea is applying cross accumulation in automobile items. it benefits U.S.

origins intermediate goods ,HS code chapter of 84, 85, 87 ,and 94 which




obtained into HS code heading from 8701 into 8706. In this paper, the
effectiveness of crossover cumulative was investigated through the change of
the import value of 84, 85, 87, 94 which are target items for cross
cumulation. For the analysis target, only items designated for automobile parts
from each flow were selected and analyzed. Significant changes appeared in 14
of the 35 items analyzed. It was found that the import amount increased
significantly as of January 2015 or the rate of change rose more than before.
Canada is one of the major car exporting countries in Korea, one of the
markets where further growth is expected from 2017, when tariffs were
abolished. With the introduction of cross accumulation, it is expected that
Korea's automobile export companies will bring convenience of using FTAs.
The utility enjoyed by exporting companies of automobiles in Japan by
application of cross accumulation means that the limits of research include
only limited items analyzed, the time series are short, the increase in increased
US auto parts Is not able to know how it was put into Canadian export car

finished goods.
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CHAPTER THREE RULES OF ORIGIN Article 3.7: Accumulation

3. The Parties may agree to review this Article with a view to providing
for other forms of cumulation, such as cross-cumulation or
pan-free-trade-agreement

-cumulation for the purpose of qualifying goods as originating goods under

this Agreement.
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Chapter 87 Vehicles Other Than Railway or Tramway Rolling-Stock,
and Parts and Accessories Thereof Note

For the purposes of determining whether a good of heading 87.01 through
87.06 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:

1. the material is imported into the territory of the Party from the territory
of the United States of America; and 2. the material would be considered
as an originating material under the applicable rule of origin of this
Agreement if the territory of the United States of America were part of the
free trade area established by this Agreement.
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Annex 3-A Product Specific Rules Specific Rules of Origin 87.01
— 87.06

No change in tariff classification required, provided that the value of
non-originating materials does not exceed:

(a) 55 percent of the transaction value or ex-works price of the good; or

(b) 65 percent of the net cost of the good; or,

No change in tariff classification required, provided that the value of
originating materials is not less than 35 percent of the transaction value
or ex-works price of the good.
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o, | 50430 | 2.198 o
AT Gl | o=t 1,145 -
17 | 8409999000 8 oy | -4.058 | -4886 | **x | 0357 | 2
By | 0.084 | 3590 | w*x
v | -6.404 | -1.966 *
@, | 7.623 | 0.183 -
o175 By | -0.009 | -0.325 -
18 | 8413304000 . @, | -0379 | -0.251 - 1-0.060 | -
o By | 0017 | 0.402 -
v | <0266 | -0.045 -
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W3 | HSTEE= g Wy AF | tEAF P, R’ S
@, | 3.668 | 0.282 -
o 3] By | 0.045 5.281 ok
19 | 8421231000 615}7] o, | 1263 | 2.679 wxk 0726 | 1
By | -0.032 | -2.379 o
v | 0.048 | 0.026 -
o, | -0.562 | -0.057 -
2] By | 0.087 | 13.622 | ®*x
20 | 8421311000 o15}7] o, | 3.091 8.608 #xk 0894 | 1
By | -0.095 | -9.376 | **x
v | 0592 | 0421 -
o | 4.691 0.100 -
AFFEe | B | 0.026 | 0.849 i
21 | 8479899091 7] e} a, | 4339 | -2.559 k% 1 0288 | 2
71 Al By | 0.099 | 2.065 ok
v | -0485 | -0.073 -
a, | -44.141 | -1472 i
By | 0.021 1.092 5
22 | 8479901030 | 7+E¥ @, | -0437 | -0.402 - 0.667 | -
By | 0.039 1.290 1
v | 6.285 1.476 x
o | 12.626 | 0916 -
e By | 0.027 | 3.049 ok
23 | 8483109010 a, | 1452 | 2.909 #xk 10305 | 1
S
By | -0.038 | -2.736 | **x
v | -1.172 | -0.599 -
o | 12962 | 0.776 -
By | -0.009 | -0.822 -
24 | 8484101000 | 7} o, | -1.248 | -2.065 #0645 | 2
By | 0.058 | 3.432 ok
v | -1.289 | -0.544 -
T k= ZEZE 1%, 5%, 10% ool Al SAIA SR folds o]
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s | HSEE aw | ws | Ax | EAw o @ |
T
o | -22.562 | -0.635 -
A8 By | 0.016 | 0.685 -
25 | 8487901000 | ZIAIFS] | ay | 0.533 0.414 - 10039 -
L By | -0.030 | -0.830 -
v | 4079 | 0.809 -
o, | 17435 | 1.019 -
43 By | 0.006 | 0.496 -
26 | 8511109000 . a, | -0.373 | -0.601 - -0022 -
By | 0.004 | 0.247 -
o) TLBRA | 0TS -
o | 9579 | 0.286 .
W47 o By | 0.008 | 0.349 :
27 | 8511309000 2 T -3.089 | -2.544 *% 0395 | 2
v By | 0.087 | 2.533 ok
v | -0.955 | -0.200 k
a; | -38911 | -1.684 *
N By | 0.042 | 2815 | **x
28 | 8511409000 @, | 4340 | 5189 | *** | 0287 | 1
A5 7]
By | -0.115 | -4.887 | *¥*
v | 6.245 1.904 *
WEZl#+ | o, | -7.030 | -0.200 -
SAE&L Y By | -0.001 | -0.045 -
30 | 8511809000 | Hsh&Hd | a, | -2.543 | -1.995 *10.049 | -
7171 7] By | 0.057 1.593 -
71 e} v | 1378 | 0.276 -
yazld | oo, | 1.051 0.057 -
AAEE/ | B, | 0.043 3.617 ok
31 | 8511909000 | H3k&H | a, | 0507 | 0.760 - 0334 | -
717171 By | -0.027 | -1.457 -
nR= v | 0580 | 0.221 -
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o o
Ws | Hs#E-= A | as | AF | AR Ej 7 | 7Ha
T
o, | 1.946 | 0.193 -
B, | -0.014 | 2.077 o
32 | 8512300000 | A&7 a | -1.009 | -2.765 | **= | 0411 | 2
By | 0.019 1.840 *
~ | 0571 | 0.398 -
. o, | -54.101| -1.949 *
e B, | -0.016 | -0.912 .
33 | 8512200000 - o | -1.154 | -1.149 . 0492 | 2
AT 8
1 By | 0.055 1.956 *
L) Bdbsn | T3 o
A a; | 34332 | 2.169 ok
r= By | 0.027 | -2.642 ok
34 | 8512900000 | Al&-8 ay | 3508 | -6.121 | **= | 0412 | 2
717 By | 0.082 | 5.093 oo
2ERE ¥ -3.808 | -1.694 *
-143.33
o, 3227 | **
4
35 | 9401200000 A E o0 | B - : 0.391 1
- Ay | 6394 | 3977 | *wx :
By | -0.151 | 3326 | **x
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