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Abstract

This paper aims to empirically study how service trade regulations and FTAs have affected trade
in services of Korea, China, and Japan (KCJ). We estimate the gravity equation using the OECD
Services Trade Restrictiveness Index (STRI), the Heterogeneity Index, and service trade data of KCJ
and their main trade partners from 2003- 2010. The analysis revealed that the more restrictive
regulations measured by the STRI are negatively associated with the services trade of Korea and
Japan. In addition, Korean FTAs have had a significantly positive effect on service trade. Further
empirical results showed that FTAs with a longer implementation period had a greater effect on
services trade.

Keywords: Trade in Services, China, Japan, Korea
JEL Classifications: F14, F15

* This paper was created by modifying and revising Chapter 2 and Chapter 3 of “An Analysis of Service
Trade Regulations in Korea, China and Japan and its Policy Implications” Policy Analysis 17—29,
Korea Institute for International Economic Policy.

* First Author, E—mail: bychoi2@knu.ac.kr

b Corresponding Author, E—mail: hkbang@kdi.re.kr

© 2019 The Korea Trade Research Institute. All rights reserved.



24 FA83A A4478 A63 (20199 129)

I. A&

aE, AREAe vy} tEo] FTAE &
ghet Zhare] An2Aky] A E o= Q1]
AAA o2 Au) 2o w2 A S ¥l Q)
o} 1 A} AAA FFECEE ARl =
o] gh)o Al AH| 2 FiEo] 2pA| Sl Hl T2
197030l 9% 201430l 20%E F Bl o4
Solutth. (Loungani et al. (2017)) o8k &
29 FAlol upgl g3 330 MH| AN
AA] F7FskaL gl ok, Zh=re] AR H]
A= 1 njFo] s 2 Holt},

A2 e 11 AR ARGl 7]oI8k
W 283E aae 2 AoR yehdr
1980~2000%1 OECD =7}& o2 AH|X
o] AAGGe] mAE FFS FA4I%
Park, Soonchan (2007)el] w24 Az 2] 7H
W AAEEN foveh Jaks 71X
A Fehs W, Au|af o] STk =2
AAFER o]ojxt}, g, UNCTAD (2018)
= 30709 A=} 10709] R EAS it
o= 3 AFHXS T 1% Muls FE F
7Rz 9F 053%2] 8572 oo Heln}
At

A= AZY ALk TRl AR T AR
%]7] wiitol] Au|2Akele] gielS Eet
Zo] Mu| 2z 9] Al AL Alaro|
71018 4= 9t} OECD 3| 9Y=S tharo = 3t
Miroudot and Cadestin(2017)¢] ¢35l w2
FRlasnaEmn el Au|2e] Hlgo] sje]el =
2 3 Ay 529 37%Es 2 e, A=
3 71e] WA oz AAkeE AMu|2bA] 3
Slal 21 H]Eo] 53% T EEhs AoR
Ral ok 2014 7] 35 o] AR
F=oll UIAlE An]2 B7pEx e vle Sk
275%, %= 30.3%, V¥ 299%%] Ao= F+
AE ). (Bang, Ho Kyung and Lee, Seo Young,
2017)

MUl FoAS 945k d-F-d
32 A2k S-S FlEl e v
kAl o) A= 20161 79 AH| A4 A|
HAErRs wharsh, A a—Alq] S,
Au|2ZA] 132} sal, 7d) FrAHl e &

/39l 3dl SRS AAEt e, -2t
o] F8 WSS o= A H A (Free
Trade Agreement: FTA)S F3351= 52 /W
ks F8l Auls 5 doiE =RstaL 9l
th T JA T8 Aldlel] d gkl whek
A &7Fse AADHS 98 M2 48
S ZH AMu|~]le] TS Axstal Stk
H TR A e] S a5
Ul "I |4l gk ARlagd XgarAlE A
sh= gh, f=7Igell gk Anj=g] tie)ul
WS Fofjehs RS SAlol Aldiskal 9l
o). ol g mER ofel Aele] AfrelA
3 (pilot free trade zone) A& o] F=2] tj
Q] A ARl Akl & 5 2l
(No, Su Yeon et al. , 2015) 3-8, Qg2 xn]
2 F50) Bzl 1ol o Mu| Ak ol ek
g0 A1 tAZE A A E AL Qs 7k
o, BA|, %, 1, i} 24 Au)s i
ool gk FANES Eal An]2akgle] A
HS wolele =8-S 3kar vk (Kim, Gyupan
et al.,, 2015)

158 -l 393t AAF =24
T AR S v o o Bl FAlel e A
AT 715A AARH ] Asheo] ghom
ole] tigh B2 A7-E0] o]FolA Sitk (Lee,
Hongshik and Kang, Jungu, 2009, Sohn,
Byeong Hae, 2012, Choi , Bo—Young et al,,
2015, Bang, Ho Kyung and Na Seung Kwon,
2017) e7]0llA] 2 Al =M 3
S M| Ree) 42 WSkl 245 A
T AL ghe Aol ool ¥ =R-e 4=
o] Au|sifAlsl AR Ao] T2 35
| Reel] B e AFH 0w BA
sfarz) gk,

2 o] S v Ak Al T A E
of oo} Al Il A= g5 AH| =TS
A3LS AT Al Il = 71Ed7-5
Aedlal, & o] 7INkeh At R
HolE1E AsIict Al VA= 4943
& el o, vixuto s Ve AZolt)

O

—

L)
rlo

=



Ol

-

F9 Auspee) 2309 B4 25

Fig. 1. Goods and Services Export and Import by Year

(unit: billion dollars)
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Source: IMF Balance of Payments and International Investment Position

(http://data.imf.org/?sk=388DFA60—1D26—4ADE—B505—A05A558D9A42) (accessed on:

2017. 4. 26).
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Fig. 2. Net Trade in Goods and Services of Korea, China and Japan by Year
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(http://data.imf.org/?sk=388DFA60—1D26—4ADE—B505—A05A558D9A42) (accessed on:

2017. 4. 26).
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Table 1. Decomposition of KCJ's labor productivity

country growth(%) within—sector(%p)  structural change (%p)
Korea 3.33 3.47 —0.14
Japan 0.72 0.69 0.04
China 8.77 6.55 2.22

Note : Years analyzed for Korea and Japan 1991-2017 and 2005—2017 for China.
Source: Author calculation based on UN National Accounts and ILO Stat data

Fig. 3. Within—sector contributions of labor productivity of Korea, China and Japan
(1991~2017)
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Notes: 1. AGR(agriculture), MIN(mining), MAN(manufacturing), CON(construction), WRT(wholesale
and retail trade), TRA(transport and communication), OTH(other services)
2. Shaded area indicates services.
Source: Author calculation based on UN National Accounts and ILO Stat data.
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Table 2. Services Export Structure of KCJ

(unit: billion dollars, %)

Korea China Japan
value share value share value share
Transport 324 31.3 382 18.2 396 23.3
Travel 153 14.8 569 27.0 189 11.1
Telecommunications 11 1.1 - - 14 0.8
Construction 135 13.0 154 7.3 113 6.7
Insurance apd pension 7 07 16 99 16 0.9
services
Financial services 16 1.5 45 2.2 72 4.3
__Computer and 29 2.8 202 9.6 18 1.1
information services
Intellectual property 62 6.0 7 0.3 369 21.7
Other business services 279 27.0 689 32.7 463 27.3
Persona‘l, culturalh and 9 0.9 9 01 5 0.3
recreational services
Government goods and 10 10 11 05 A4 26

services

Note: Korea(2015), China and Japan (2014)

Source: UNCTAD, Services Trade Database (accessed on: 2017. 5. 2).
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Table 3. OECD STRI of Korea, China and Japan (2014)

industry Korea China Japan

logistics cargo—handling 0.18 0.45 0.22
logistics storage and warehouse 0.11 0.35 0.18
logistics freight forwarding 0.15 0.33 0.21
logistics customs brokerage 0.16 0.32 0.20
accounting 1.00 0.75 0.20
architecture 0.22 0.25 0.18
engineering 0.18 0.27 0.12

legal 0.45 0.52 0.53

motion pictures 0.18 0.60 0.10
broadcasting 0.36 0.70 0.24

sound recording 0.14 0.49 0.11
telecom 0.32 0.46 0.19

air transport 0.46 0.47 0.40
maritime transport 0.30 0.42 0.19
road freight transport 0.17 0.29 0.12
rail freight transport 1.00 0.39 0.20
courier 0.39 0.88 0.26
distribution 0.16 0.36 0.13
commercial banking 0.20 0.41 0.21
insurance 0.12 0.47 0.19
computer 0.14 0.32 0.16
construction 0.16 0.34 0.12

Source: OECD Services Trade Restrictiveness Index

(https://stats.oecd.org/Index.aspx?DataSetCode=STRI) (accessed on: 2019.08.23).
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Table 4. OECD Heterogeneity Index of Korea, China and Japan (2014)

industry Korea China Japan

logistics cargo—handling 0.18 0.45 0.22
logistics storage and warehouse 0.11 0.35 0.18
logistics freight forwarding 0.15 0.33 0.21
logistics customs brokerage 0.16 0.32 0.20
accounting 1.00 0.75 0.20
architecture 0.22 0.25 0.18
engineering 0.18 0.27 0.12

legal 0.45 0.52 0.53

motion pictures 0.18 0.60 0.10
broadcasting 0.36 0.70 0.24

sound recording 0.14 0.49 0.11
telecom 0.32 0.46 0.19

air transport 0.46 0.47 0.40
maritime transport 0.30 0.42 0.19
road freight transport 0.17 0.29 0.12
rail freight transport 1.00 0.39 0.20
courier 0.39 0.88 0.26
distribution 0.16 0.36 0.13
commercial banking 0.20 0.41 0.21
insurance 0.12 0.47 0.19
computer 0.14 0.32 0.16
construction 0.16 0.34 0.12

Source: OECD Services Trade Restrictiveness

Index.(https://stats.oecd.org/Index.aspx?DataSetCode=STRI) (accessed on: 2017.08.17).
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Table 5. Summary Statistics

variables mean std. dev. min max
service imports 23.25 142.72 0 4715.69
GDP (log) 20.66 1.54 16.10 23.43
STRI (log) 0.84 0.06 0.75 1.14
heterogeneity index (log) 0.29 0.08 0 0.63
RTA 0.05 0.21 0 1
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Table 6. Determinants of Trade in Services of Korea, China and Japan

@ @) (€] @ (6] (6)
Korea China Japan Korea China Japan
Irep_GDP 1.27 s 0.07 0.69s:: 1.15% 0.07 0.7 15
(0.42) (0.6) (0.21) (0.46) (0.60) (0.21
Ipar_GDP 0.83%x 0.21 0.61 0.70% 0.21 0.63
(0.38) (0.58) (0.50) (0.38) (0.56) (0.50)
ISTRI —34.42% 16.61 —22.25%x  —35.02% 16.78 —22.39x%
(19.14) (35.02) (13.31) (18.75) (34.93) (13.33)
lhetero —12.27 50.22 11.67 —13.44 50.41 11.53
(42.98) (76.92) (31.49) (42.45) (76.77) (31.42)
lhetero*ISTRI 35.68 —60.49 —6.54 36.97 —60.71 —6.39
(53.92) (89.60) (36.25) (53.29) (89.42) (36.18)
RTA 2.82%%x —0.04 0.04 2.7 5% —0.01 0.03
(0.49) (0.22) (0.07) (0.49) (0.22) (0.08)
yvear FE Y Y Y N N N
importer—exporter FE Y Y Y Y Y Y
sector FE Y Y Y N N N
sector—year FE N N N Y Y Y
N 9,192 8,856 8,752 9,192 8,856 8,752

Note: Clustered standard errors are reported in parentheses. *, ** and ##* indicate significance at

the 10%, 5%, and 1% levels, respectively.
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Table 7. 35 -9 3579 Mujai9] ARl FTAY &3 24
@ @) @)
Korea China Japan
Irep_GDP 1,27 0.07 0.6
(0.42) (0.60) (0.21)
Ipar_GDP 0.84x 0.21 0.61
(0.38) (0.58) (0.50)
ISTRI —34.42x 16.61 —22.25%
(19.14) (35.02) (13.31)
lhetero —12.27 50.22 11.67
(42.98) (76.92) (31.49)
lhetero*lSTRI 35.68 —60.49 —6.54
(53.92) (89.60) (36.25)
RTA_KOR_CHL 12.7 6
(1.09)
RTA_KOR_EFTA 2.46%x%
(0.49)
RTA_KOR_IND —1.59uxx
(0.19)
RTA_CHN_NZL —0.06
(0.27)
RTA_JPN_CHE —-0.01
(0.14)
RTA_JPN_MEX 0.20ss:
(0.07)
N 9,192 8,856 8,752

Note: Clustered standard errors are reported in parentheses. *, #** and *#* indicate significance at

the 10%, 5%, and 1% levels, respectively.
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