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The Effect on Aviation Industty by WIO Agreement on Trade in
Civil Aircraft and Policy Direction of Korea*®

Kang-Bin Lee**

For customs-free and liberalization on the trade of aircraft parts, the WTO
Agreement on Trade in Civil Aircraft was separately concluded as plurilateral
trade agreement at the time of launching WTO in 1995, and currently 33
countries including the United States and the EU are acceded but Korea does not.

Major details of the Agreement on Trade in Civil Aircraft include product
coverage, the elimination of customs duties and other charges, the prohibition of
government-directed procurement of civil aircraft, the application of the
Agreement on Subsides and Countervailing Measures, and the consultation on
issues related to this Agreement and dispute resolution.

Article 89 paragraph 6 of the current Customs Act was newly established on
December 31, 2018, and the tariff reduction rate for imports of aircraft parts will
be reduced in stages from May 2019 and the tariff reduction system will be
abolished in 2026. Accordingly, looking at the impact of the Agreement on Trade
in Civil Aircraft on the aviation industry, first, as for the impact on the air
transport industry, an tariff allotment of the domestic air transport industry is
expected to reach about 160 billion won a year from 2026, and upon acceding
to the Agreement on Trade in Civil Aircraft, the domestic air transport industry
will be able to import aircraft parts at no tariff, so it will not have to pay 3 to

8 percent import duties. Second, as for the impact on the aviation MRO industry,

* This work was supported by the Ministry of Education of the Republic of Korea and
the National Research Foundation of Korea (NRF-2019S1ASB5A07105335)
** Honorary President, Korea Society of Air & Space Law and Policy.
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if the tariff reduction system for aircraft parts is phased out or abolished in
stages, overseas outsourcing costs in the engine maintenance and parts
maintenance are expected to increase, and upon acceding to the Agreement on
Trade in Civil Aircraft, the aviation MRO industry will be able to import aircraft
parts at no tariff, so it will reduce overseas outsourcing costs.

If the author proposes a policy direction for the trade liberalization of aircraft
parts to ensure competitiveness of the aviation industry, first, as for the tariff
reduction by the use of FTA, in order to be favored with the tariff reduction by
the use of FTA, it is necessary to secure the certificate of origin from foreign
traders in the United States and the EU, and to revise the provisions of
Korea-Singapore and Korea-EU FTA. Second, as for the push of acceding to the
Agreement on Trade in Civil Aircraft, it would be resonable to push the acceding
to Agreement on Trade in Civil Aircraft for customs-free on the trade of aircraft
parts, as the tariff reduction method by the use of FTA has limits. Third, as for
the improvement of the tariff reduction system for aircraft parts under the
Customs Act, it is expected that there will take a considerable amount of time
until the acceding to the Agreement on Trade in Civil Aircraft, so separate
improvement measures are needed to continue the tariff reduction system of
aircraft parts under Article 89 paragraph 6 of the Customs Act.

In conclusion, Korea should accede to the WTO Agreement on Trade in Civil
Aircraft to create an environment in which our aviation industry can compete
fairly with foreign aviation industries and ensure competitiveness by achieving

customs-free and liberalization on the trade of aircraft parts.

Key Words : World Trade Organization, Agreement on Trade in Civil Aircraft,
Aircraft parts, Air transport industry, Aviation MRO industry,
Customs Act, Tariff reduction system, Certificate of origin, Free

Trade Agreement, General Agreement on Tariffs and Trade





