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Abstract

As Korea's steel industry exports 38 percent of its total steel production, the future management
environment of the steel industry will change depending on the outcome of the FTA negotiations.
The overall industrial structure of the domestic steel industry depends on the rules of origin, which
are directly linked to the effect of concessionary tariffs. Therefore, negotiations on rules of origin
are as important as tariff liberalization for Korea’s steel industry. Korea's cold-rolled and plated
companies are expected to be negatively affected as the country of origin standards of steel products
have not considered the steel production processes in Korea.

In future FTA talks, the country of origin rules should be agreed on a change of tariff classification
basis. This result would secure a stable export market through increased predictability of steelmakers
and reduce the risk of increased costs of oil and intangible products. In addition, the government
should consider the structure of domestic supply and demand so that it does not impose constraints
on the change of tariff classification. Finally, participants in the negotiations should consider the
opinions of the domestic steel industry.
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Table 1. Korean Steel Industry’ s contribution to Korean Economy

1995 2000 2005 2010 2016
steel production/GDP 2.2 2.0 2.5 2.2 1.5
steel export/national export 44 4.1 5.3 6.0 49
the portion of Korean employee 2879) 2704 2461  27(91) 2.6

(1,000 person)

source: homepage of Korea Iron and Steel Association

Table 2. Share of Korean crude steel production (unit : million ton, %)
1980 1990 2000 2010 2015 2016
World total 716.4 770.4 850.2 1,432.8 1,620.9 1,629.6
23.1 43.1 58.9 69.7 68.6
Korea 86 (30) (5.1) (4.1) (43) (43)

source: World Steel
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Table 3. Trend of Korean steel trade (unit : thousand ton, million U$)
——" export import trade balance
quantity value quantity value quantity value
2005 16,262 14,643 18,877 13,312 -2,614 1,331
2008 20,787 25,218 28,942 31,284 -8,155 -6,065
2010 24,881 25,020 25,090 21,112 -208 3,908
2011 29,091 31,302 23,121 23,963 5,970 8,338
2012 30,484 31,132 20,706 20,033 9,778 11,099
2013 29,191 27,485 19,392 18,666 9,798 8,819
2014 32,256 29,907 22,749 20,524 9,507 9,383
2015 31,551 24,290 22,056 15,651 9,495 8,639
2016 30,969 22,423 23,716 14,306 7,253 8,117
2017 31,668 26,954 19,738 15,539 11,930 11,414
2018 30,440 28,885 15,359 14,782 15,081 14,103

source: Korea Iron and Steel Association Steel Data

Table 4. Export of main steel items (unit : thousand ton, million U$)
2010 2015 2018

YonY YonY YonY share

Tatal 24,881 211 31,551 2.2 30,440 -3.9 100.0

flat products 17,524 17.3 24,797 7.4 23,266 -1.2 76.4

long products 3,207 -2.6 2,864 -13.1 3,214 10.7 10.6
tube and pipe 1,947 82.7 2,179 -42.4 2,037 -34.0 6.7
cast and forgings 549 0.5 693 0.3 667 3.7 2.2
Steel Wire 449 28.0 534 -0.4 574 -0.2 1.9
semi—product 1,205 241.8 482 —-44.4 682 -24.5 2.7

source: Korea Iron and Steel Association Steel Data
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Table 5. Steel export to the main regions (unit : thousand ton, %)
2010 2015 2018

YonY share YonY share YonY share
North east Asia 7,302 45 29.3 7,643 -115 24.2 7,913 -5.6 26.0
ASEAN 559 324 25 6334 36 20.1 6,141 -3.9 20.2
Southwest Asia 2,314 13.7 9.3 3,463 29.6 11.0 3,463 10.3 1.4
middle 2,079 6.9 8.4 2,317 241 7.3 1,158 -29.2 38
Asia 18,279  16.3 735 20570 0.2 65.2 19,184 4.4 63.0
North America 2,276 685 9.1 4303 -30.3 136 3162 -193 104
Europe 1,658 44 6.7 3,702 401 1.7 4635 2.8 15.2
Madde and South America 1,214 2.2 49 2,427 9.5 7.7 2,745 10.2 9.0
Others 2,093 718 8.4 549 -19.6 1.7 74 3.2 2.4

source: Korea Iron and Steel Association Steel Data

Table 6. Steel import of main items (unit : thousand ton, million %)
2010 2015 2018

YonY YonY YonY share
Steel total 25,090 21.9 22,056 -3.0 15,359 -22.2 100.0
Flat Products 13,481 19.1 11,784 -8.4 8,620 -21.4 56.1
Long Products 4125 46.5 5,726 10.4 3,332 -32.8 1.7
Pipe and Tubes 5% 33.9 703 -9.4 560 -9.6 3.4
Casting and Forgings 534 19.9 592 5.9 591 -1.2 3.8
Steel Wire 174 20.3 313 1.5 253 0.5 1.6
semi products 6,182 14.2 2,937 -4.8 2,003 -14.7 13.7

source: Korea Iron and Steel Association Steel Data

Table 7. Steel import from main countries (unit : thousand ton, million %)
2010 2015 2018
Quantity YonY share Quantity YonY share Quantity YonY share
China 8,692 45.7 34.6 13,732 2.4 62.3 7,554 =345 492
Japan 11,058 11.9 4.1 6,601 -9.6 29.9 5,448 -8.7 35.5
Others 5,340 12.9 21.3 1,723 -15.3 78 2,357 0.9 15.3
World 25,090 2.9 100.0 22,056 -3.0  100.0 15359  -22.2  100.0

source: Korea Iron and Steel Association Steel Data
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Table 8. Major steel production ability in 2010

(unit : thousand ton, %)

Classification 1962 1970 1980 1990 2000 2005 2010
HR Coil(A) 56 156 6,554 12,946 28,890 33,435 38,810
Down Stream(B) 6 10 4779 12,202 30,507 36,842 50,641
CR Sheet 6 10 1,801 5,994 16,455 18,023 24,463
Treat?#grll(t:ePlate - - 724 3,059 77115 11,250 16,175
Pipe and Tube - - 2,254 3,149 6,337 7,569 10,003
Difference(B-A) -50 -146 -1,775 ~744 1,617 3,407 11,831
source: Korea Iron & Steel Association, Steel Production Capacity, 2009
v, MUY 2K sdak AL £ 98 78 FE AEQ] AEE o] 7
& 7hEete] AR wite] 1EE I
1. 2 HZNE 272 I zdo] & #AAG
A 2 AR e BAH A A
ARAEFS] Ax 34L& 2A 12 344 WA Ak 19809 180%HE A4k A
Az 4 F /AR e A2 g AE 2 F 2000 90= 1,6009HE, 2010190
AP, e, A3 T o FES S T 25009H 802 FF3tlon sAx At
of nRA PArE LB HE VA T & 5 1980 728FEA 2010 0lE 1,6209HE
ARAES AAH dIATe ikt dEe FENA Z7FeFaT. 448w 2§48
FHAEA) BES Ad B eE g of FZ AMSHE AHe AvFEe HFe
of 77k 2EollA gFdsh Wi, 3ol 200%ts. 7l 5 A7) 2= 9 A el
olds 93l old=ET, ¥F Bz A 2 Igk 9 AHr=e] Adan F7HE 1990
q 7bed Ade e ArlE eAde 23 | 3008 FEelA 20106l 1,0009HE 5
WE A7|Ze ol vhAIES] B, B A Fo2 F7F8IYT. ol9f Zol s JAE
AL o] HHAES T dAEFEZTHLS A o] HAZA AFsEL 2000 3,0508HE oA
A2, 34 5 BIAFE AL 20104 5,0047FE S 2 F7Feld=t] o))zt
1970 A H AHS T3 dHAE A AR AL 2 88oNHE A 3 88INHE O
Ag THOE A A9 7 gHL 2o F7te A Avlsd VjEeE Jy &

a5 FA 27N A - 24 - AsAt - 7t
A 5 Fartgel F48 gAstel ddras
(@)

A& o7 F718ITt. 20003 7HA] ol
ExFute] dFA - A"t T ds5dM &7
B, dd, YA=FARIA 12 A IHE E
Zets 1RE 23 YT A2 - ¥F 5 A
A AAE ddAE, FEAE 5 AVE o
AEo] F2 A xRy Fo a1}
712 AAlE ddgtel=2, TRAE, fue
g, ¥2379 5 Yt dddAEe 3EH
AuE Zt33 A3 ddidEe dxAE
T e]ellA Fufstar A7bsste] Askslsic

e 1,1839HES] &

skt

olx ¥ -2 B

IRz AR
IR An|oflA] Ak

BEEERY

) =120 = iKe]
T L=

Aol o

T H

= o

R

T TET=el

2]
A

R L
4 Brel vhtm A FA, B2 28 A,

[SI=]

sy A = -2
T

T 59 o]&= 20009 Z71A
A7dst

LN Fdste] T

o]

= 22 Bk of7]o) 20059 o] o=

o] 34 AudE Arle]
o] =) A 9 Fzol 2 W

2=0 o=
Tl:]lg:— H o

58 Bmyrh w3 AxTo] 4R
2 o] Au] £47} o] Fo|1F Zetu -

Al od o]

T 2w

e



Szt 24 FTAS) B4A Q47 4 B4kl dhet vl 24 135

Table 9. Value added rate of main steel items (unit: US$, %)
2010 2018
rocess item . value . value
: R
ratio ratio
bloom rolling steel sheet piles 674 674 -3.6 556 1,382  148.6
bloom rolling H section 647 647 -7.9 556 654 17.6
. angle section
bloom rolling (large size) 855 855 18.4 556 679 2.1

angle section

bloom rolling (medium size) 845 845 17.4 556 574 3.2
: channel section _

bloom rolling (large size) 682 682 2.3 556 613 10.3
boom roling  Cfart® SN 7 77 13 86 55 34
bloom roling | section(large size) 649 649 -7.6 556 724 30.2
bloom  roling Sec“gg(e”)‘edi“m 7% 79 116 56 1167 1099
bloom roling O S;ii‘)’”('arge 74 7% 49 55 159 1750
bloom rolling (‘r’;re‘gfu;ecstl'gg) 63 69  -07 5% 661 189
STS roling  STS section(S) 3364 3364 717 249 2604 43

bloom(s)

hot rolled . .

(HR) Coil rolling C section 1,173 1,173 446 609 785 28.9
billet rolling round bar 1,822 1,822 68.6 536 None
billet rolling cogfnshed 475 1715 666 56 651 215
billet rolling rebar 566 566 -1.1 536 578 78
billet rolling wire rods 755 755 24.2 536 665 241
bloom rolling light rail 1,669 1,669  58.2 556 730 31.3
slab rolling plate 767 767 24.8 560 669 19.5
slab rolling medium plate 708 708 18.5 560 615 9.8
slab rolling HR sheet 1,124 1,124 48.7 560 701 25.2
slab rolling HR coil 644 644 10.4 560 609 8.8
slab rolling HR coil 1,053 1,053 452 560 1,304 132.9
HR coil rolling CR sheet 1,186 1,186 452 609 804 32.0
HR coil rolling CR caoil 786 786 17.3 609 680 1.7
HR coil rolling CR strip 1,338 1,338 51.4 609 1,986  226.1
STS

HR coil rolling STS CR sheet(s) 1,946 1946 -176 1,811 3,087 705
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HSTCSO" roling  STS CR Strip(s) 2589 2589 116 1811 1946 75
STS I STS CR 205 2025 218 1811 453 1509
HR coil rolling (s) \ , . , , .
. . Grain—oriented
HR coil rolling Flectrical sheet 2,482 2,482 73.8 609 1,832  200.8
. . Non-oriented
HR coil rolling Electrical sheet 916 916 29.0 609 845 38.8
HR coil  roling- Hot dipped 911 911 286 609 72 186
plating galvanized sheet
. rolling - Electrolytic
HR coil plating  Zinc Coated sheet 927 927 29.9 609 719 18.1
Electrolytic .
- . prepainted
chShCec;?ted plating galvanized sheet 1,188 1,188 301 722 845 17.0
Rgf;(dc)o'cdon plating fin plate 1174 1174 323 680 1,038 526
. . chrom
CR caoil plating coated sheet 1,110 1,110 284 680 2,196 2229
. . other surface
CR coll plating treatment plate 827 827 3.9 680 1,255  84.6
. . spiral oil pipe
HR coil welding (large size) 1,070 1,070 39.3 609 1,125 84.7
HR coil  welding ~ SPral ol pipe s y0es 401 e09  s4lg 2%
(medium size) ’ ’ ' ’ 3
electric welded oil
HR coil welding pipe 1,007 1,007 355 609 2,191 259.8
(large size)
. . electric welded oil
HR Caoil welding pipe(medium size) 841 841 2.7 609 2,050  236.6
wire .
. ) non-plating
wire rods drawing steel wire 1,468 1,468 549 665 1,313 974
- plating
wire
wire rods drawing zinc steel wire 1,282 1,282 484 665 839 26.2
- plating
wire
wire rods drawing other steel wire 2,493 2,493 73.4 665 952 43.2
- plating
. wire
SrTOSdS‘EVS';e drawing  STS steel wire(s) 5743 5743 492 2295 3000 311
- plating
source : Korea Iron and Steel Association, steel data
note, export and import is average price, S(Special steel)
B 08 5 UAES 90 gdstel BAEE a0} FFstEod T 0B mxA 3}
e oo A9 T zanqe wAoR o @e RE AR . 2ot £ &
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Table 10. Main steel export items

(unit : thousand ton)

- year — ao1g 2017 2015 2010 2006
HR Coil 2,786 3,298 6,183 2,995 2,379

CR Caoll 3,026 2,922 2,048 2,721 2,916

H section 1,070 1,046 1,133 1,238 1,249

prepainted galvanized sheet 1,187 1,236 1,111 1,171 811
Other Surface Treatment Plate 1,137 1,079 916 896 707
plate 1,383 1,647 1,498 849 986

Electrolytic Zinc Coated Sheet 843 785 690 848 684
rebar 74 4 114 697 217

electric welded oil pipe(large size) 323 935 29 545 192
electric welded oil pipe(medium size) 433 623 473 430 281
STS CR Caoil(s) 496 486 489 427 363
Non-oriented Electrical Sheet 493 433 372 352 307

tin plate 352 383 339 327 466

source : Korea Iron and Steel Association, steel data
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Table 11. Comparison of rule of origin in the main FTAs?

HS code item Kortla:rilr—AUSA Korls_zra;EU KoreaF-T ﬁSEAN Korgg;l:dia
7208 HR Coil CTH CTH o CTH
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7095 <pecia CTH CTH o CTH
706 tin plate CTH CTH A CTH
o cTH oTH RV 25% RV o8
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