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Abstract

This study examines the utilization effect of FTA on the sales and profit of the secondary auto-part
suppliers in two aspects: 1) firm-level survey on the utilization of FTA and 2) statistical inference
on the FTA effects on their sales and profit. We use the GLS statistical technique, panel and survey
data of 130 secondary auto-part suppliers in the Daegu and Kyungpook area in 2007-2016. The
evidence shows that the secondary auto-part suppliers struggle to prepare documents for the FTA
certificates of origin due to their small firm size, although they utilize the FTA at the relatively high
rate of 92 percent. Statistical evidence shows that an increase in the export of the first vender
significantly affects the sale of the secondary auto-part vendors, but not their profit. The low profit
and high managing cost of utilizing the FTA deteriorate the utilization effect of the FTA of the
secondary auto-part vendors, which is a key factor in a global supply chain and for the
competitiveness of the automobile industry. Government policies are required for the secondary
auto-part suppliers to utilize the FTA more effectively and share the benefits of tariff reduction with
first auto-part vendors under FTA transaction.
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Table 1. FTA concession rate of Auto—parts
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L Korea-U.S. Korea-EU
classification
Korea U.S. Korea EU
HS 870899 oYY S
HS 870829 XA 22
Hxs ¢
HS 85120 yoige -
HS 851290 Sfoim Al
HS 870892 87| = 5 H
RIER HE  OHS 870830  MSEA 3 3
HS 870893 EEN I |
HS 870850 E
44
HS 851150 HA[0[E FEX
7|0jetA
HS 870840 101 BT
HS 870894 AE|0E ZE

source : Customs Office, FTA Utilization site,

http://www.customs.go.kr/kcshome/site/index.do?layoutSiteld=ftaportalkor 2019.5.1. visit.
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Table 2. Criteria of decision for the FTA Origin of Auto—parts according to HS Codes

classification Korea-U.S. FTA** Korea—EU FTA***
HS 870899 ool = (ND'I('S? or BD55 or BU35 or CTH or MC50
HS 870829 IR 22 Ko Or BO% o BUB or ey or cso
HS 851220 BhSiee (512 0-g512.2092) CTH or MCS0
HS 851200  <tojmy CTH CTH or MCS50
HS 870802 427 Cion or BDSS or BUB o ey or Meso
ﬁgﬂ HS 870830 S| Clor or BDSS or BUB o c7 or Meso
HS 870803  Zaix| Nion or BO%S o BUB o ey or cso
HS 870850  XI% Nion or BO% o BUB o ey or cso
HS 851150  HIL4ZIOIE] CTSH CTH or MC50
HS 870840  7[0fatA CIo or B> or BUS of ey or woso
HS 870004  AE[Of2 23 CTSH or BDSS or BUK or  oqyy o 5o

NC35

*source: Customs Office, FTA Utilization site,

http://www.customs.go.kr/kcshome/site/index.do?layoutSiteld=ftaportalkor 2019.5.1. visit
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Table 3. Trades of Auto—parts between Korea and U.S. [unit: USD1,000]
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HS codes 2011 2012 2013 2014 2015 2016
8511 50 export 13,289 24,196 16,988 16,577 14,854 14,193
import 8,382 8,518 4,823 1,519 4,316 2,837
8512.20 export 67,450 99,038 155,898 220,162 201,893 195,511
import 11,220 13,546 28,563 13,683 6,295 15,09
export 120,177 93,160 118,565 136,446 146,346 147,907
81290 import 5,759 1,854 885 524 2,264 5,368
export 389,066 694,196 770,194 906,760 834,675 835,695
8708.29 import 12,162 16,275 18,743 26,578 49,301 60,876
export 409,369 411,385 386,239 376,826 293,269 282,871
8708.30 import 25,954 32,839 27,444 30,345 33,502 28,955
§708.40 export 561,745 811,402 1,054,471 835,350 836,866 571,273
import 45,612 45,222 37,229 38,302 38,874 38,539
8708.50 export 61,359 108,909 129,505 208,523 219,438 249,045
import 67,713 54,268 35,459 36,425 18,164 10,754
§708.92 export 82,696 98,650 99,832 108,207 82,103 79,630
import 2,331 1,066 1,435 2,122 3,509 4,935
§708.93 export 39,276 31,518 37,611 43,988 4,115 97,914
import 438 3,798 15,100 13,425 14,103 16,676
export 174,018 225,287 357,138 306,583 246,868 337,587
708.54 import 10,159 13,204 10,969 16,348 16,083 28,106
export | 2,691,711 2,494,375 2,465,133 2,837,442 3,025,339 2,973,788
8708.99 import 141,533 106,505 115,371 101,818 68,252 76,761
Total export | 4,610,156 5,092,116 5,691,574 5,996,864 5,942,766 5,785,414
import 331,263 297,095 296,021 281,089 254,663 288,902

source: Customs Office FTA Utilization site, https://unipass.customs.go.kr:38030/ets/ 2017. 12. 10 visit
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Fig. 1. Sales and employee numbers of secondary auto—part vendors (Unit: persons)
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Source: Survey data from 130 firms of the secondary auto-part industry in Daegu and Kyungpook area,
and financial Supervisory Service, Electronic Registration System http://dart.fss.or.kr, Cretop

http://www.cretop.com
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Fig. 2. Numbers of the secondary auto—part firms and numbers of K.D. products.

KDBAF &

Al

Source: survey data from 130 firms of the secondary auto—part industry in Daegu and Kyungpook area,
and financial data from Financial Supervisory Service, Electronic Registration System
http://dart.fss.or.kr, Cretop http://www.cretop.com
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Table 4. Estimation results on the FTA Effects of the secondary auto—part firms

EAHA
Saya °7=T Sales Profit Employment
Y 0.871** 0.667 0.234
* (2.18) (1.76) (1.03)
B 0.490* 0.311 0.165
b (2.19) (1.38) (1.94)
D 4.023 2.331 0.671
(1.72) (1.04) (1.11)
-0.128 -0.334 -0.342
XiD (-1.44) (-1.42) (-0.98)
0.258"** 0.198" 0.293"**
B (3.87) (3.22) (.77)
-2.177 -3.099 -0.320
—cons (-1.05) (-1.27) (-0.97)
R? 0.3674 0.2314 0.3455
F 43,03(0.001) 32.335(0.001) 29.871(0.001)
Obs. Number 277 258 277

* Kk kkk

*In parenthesis, values are t-statistic values, *,
significance levels respectively.

indicate p < 0.1, p < 0.05, and p < 0.01 of

**data sources: Financial Supervisory Service, Electronic Registration System http://dart.fss.or.kr, Cretop

http://www.cretop.com
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