Trade Restrictive Effect of Product-Specific
Rules of Origin in Free Trade Agreements:
Evidence from Japan and the U.S.
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Basic types of Rules of Origin

— N

Wholly obtained ] Substantial transformation

(WO) basic standard describing what confers to the good its ‘essential
obtained from the earth or sea, or grown on land character’

i v

Help: What is wholly obtained?

- http://findrulesoforigin.org/glossary/wo
= “ Specified process
[ Change in tariff classification l (SP)
. eic 3
CTCHDEAT L —— t o
. CC:HS24f Ch. 01 = Ch. 02 L 2Ilip a6¢6d contoh
. . - (RVC)
CTH: HS4*1T,_ Help: What is CTC?
° CTSH : HS6*ﬂ' -> http://findrulesoforigin.org/glossary/ctc Help: What is RVC? 0/0
- http://findrulesoforigin.org/glossary/rvcformula

+ any combination
WA BB S X — - HRMEERE - 5B 55 “Rules of Origin Facilitator”
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Japan's FTA partner Effective U.S. FTA partner Effective
Singapore Nov 2002 Jordan Dec 2001
Mexico Apr 2005 Chile Jan 2004
Malaysia Jul 2006 Singapore Jan 2004
Chile Sep 2007 Australia Jan 2005
Thailand Nov 2007 Bahlain Jan 2006
Indonesia Jul 2008 Morroco Jan 2006
Brunei Jul 2008 Central America Mar 2006
ASEAN Dec 2008 Oman Jan 2009
Philippines Dec 2008 Peru Feb 2009
Switzerland Sep 2009 Korea Mar 2012
Vietnam Oct 2009 Colombia May 2012
India Aug 2011 Panama Oct 2012
Peru Mar 2012 SHREAEN - 4 25T (1985488) . NAFTA (1994
Australia Jan 2015 F1A) . BAE (2020F18) . USMCA (2020574 )
Mongolia Jun 2016
CPTPP Dec 2018
EU Feb 2019

SR - 74U B (20208£15) . RCEP (2022418)
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Japan

fapan o cL.CPTPP) u>
CTC 313D 28.5
CC 18.6 18.3 20.1
CTH 102 3.8 21.6
CTSH 25 14 15.1
CTC and RVC 38 4.0 25
CC and RVC 0.1 0.1 0.1
CTH and RVC 0.6 0.7 2.1
CTSH and RVC 3.0 3.2 03
CTC or RVC Ca1.8D) 43.4 1.7
CC or RVC 1.9 1.9 0.3
CTH or RVC 225 23.1 0.4
CTSH or RVC 17.3 18.4 0.9
RVC 0.7 0.7 292D
WO 2.1 22
CTC and SP 5.2 5.2 53
CTC or RVC or SP 6.6 7.0
Others 8.6 9.0 4.5
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Share in
RVC RQC RVP RQP All HS6 tariff
<30 30 35 40 45 50 55 60 >60 Total lines
Japan
ASEAN 3432 3432 3432 66%
Bruinei 3,322 3,322 3,322 64%
Indonesia 3,329 1 3,330 3,330 64%
Malaysia 3,387 10 15 3412 8 3,420 65%
Philippines 3,169 3,169 7 3,176 61%
Singapore 3,371 3371 3371 65%
Thailand 3,029 3,029 3 3,032 58%
Vietnam 3,549 3,549 3,549 70%
Australia 1,809 1 768 2,578 6 2,584 50%
India 2,636 65 27 2,728 2,728 54%
Mongolia 3,187 1 3,188 3,188 61%
Chile 756 4 753 1 1 1514 1,514 29%
Mexico 1,234 26 80 1,340 7 7 1,354 26%
Peru 552 79 2,596 3,227 377 3,605 71%
Switzerland 3,360 2 6 2 68 3,438 7 3,445 68%
EU 58 58 1 1346 1,377 44 19 23845 44 72 2,961 55%
CPTPP 21 36 61 57 44 20 3 2 245 37 70 352 7%
Total 0 835 2,729 35,628 892 5268 1426 131 869 47,720 44 51 550 48,365 55%
Share 0% 2% 6% 74% 2% 11% 3% 0% 2% 99% 0% 0% 1% 100%
The U.S.
Jordan 5,113 5,113 5,113 100%
Bahrain 4335 4,335 4,335 83%
Morocco 4,195 4,195 1 4,196 80%
Oman 4335 4,335 4,335 83%
Australia 2 219 225 55 5 49 557 75 631 12%
Korea 27 209 25 178 12 66 13 530 74 603 12%
Singapore 54 138 1 139 8 9 57 405 7 100 512 10%
Chile 27 230 9 230 23 9 50 576 73 649 13%
Colombia 19 46 286 9 207 7 51 624 74 698 13%
Panama 10 74 214 19 162 27 7 49 560 72 632 12%
Peru 19 46 286 9 207 7 51 624 74 698 13%
Central America 10 67 227 9 173 27 6 49 568 74 642 12%
Total 58 343§ 19,786 80 1,519 150 117 13 355 22422 7 0 616 23,045 37%
Share 0% 1% 86% 0% 7% 1% 1% 0% 2% 97% 0% 0% 3% 100%
Total (non-MENA) 58 343 1808 80 1519 150 117 13 355 4444 7 0 615 5066 12%
Share (non-MENA) 1% 7% 36%) 2% 30% 3% 2% 0% 7% 88% 0% 0% 12% 100%
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- HFE-RBATEZLH

Japan U.S.
é /7' —Z O) ﬂ % jj rb y l\ L T: o Imports Exports Imports Exports
Sectoral Sectoral Sectoral Sectoral
Share of Share of Share of Share of
] A Elﬁ N | - share Iy share I share o share
°

M F N ﬁ *R 0) $Hu A lj: 7] l/J\ P I?Z;i\\lle (positive pﬁgi\\;e (positive pKZ;}\\IIe (positive pg/igi\\l’e (positive

THEA Bt TIE7EIZ —— —
= e HJ = HS01-05 Live animals & products 87.1 43 67.1 1.0 46.0 19 712 40
i -c‘ L \ %) HS06-14  Vegetable products 758 5.1 64.8 19 745 5.6 678 53
° HS15 Animal & vegetable oils 85.5 1.1 712 04 79.0 0.8 742 1.0

Y AN [==2] HS16-24  Products of food industry 853 70 792 3.1 834 54 85.6 54
. BN =K
M F N R 0) Hu A lj: s = 7 HS25-27  Mineral products 20.8 0.6 490 0.8 213 0.5 473 1.8
J'-ﬂz =] J-‘E E% | %ﬂi%ﬁ% 1 HS28-38 Chemicals 663 144 658 119 655 93 £26 103
G S =[= RN AR~ LR AR S HS39.40  Plastic & plastic materials 695 13 838 64 849 60 659 47

E:I:% . [I]E %7‘; E - li:ﬂ-‘ D fﬂf':i HS41-43  Skin, raw material 96.7 28 872 12 913 19 812 13

HS44-46  Wood & wood products 1.7 2.5 72.6 1.0 583 1.6 69.0 1.6

% (Z % I:I:I L TLY %) o HS47-49  Pulp & paper 20 0.l 39.5 16 14 0l 614 30
HS50-63  Textiles 96.3 343 87.3 172 94.1 25.0 79.5 19.7

HS64-67  Footwear, umbrellas 95.8 3.1 90.6 14 712 1.8 86.7 1.6

HS68-70  Cement, ceramic, et al. 404 29 812 36 730 38 65.6 33

I ﬁ *" a HS71 Precious stones 374 0.8 48.7 0.6 60.8 12 70.1 1.0

7 A) ADMEN JtAn E HS72-83  Base metals & products 375 89 71 122 527 83 534 99
A T I N HS84 General machinery 00 00 69.1 12.8 42.7 8.0 44.5 8.3

° $H|J ﬁ /-\ & :E) [Z6 %u LA E A HS85  Electric machinery 30 05 79 87 657 18 543 57
~ S E *\' < % HS86-89  Transport equipment 04 0.0 84.3 35 56.1 23 649 29

M F N 7‘-6~ b [j: R —C é o HS90-92  Precision machinery 35 0.5 64.6 6.2 68.6 5.6 554 4.6

HS94-96  Various manufactured goods 395 04 534 0.3 327 0.3 834 0.7

¢ $ﬁ] & /-\ —C‘:tt $§JZ L—C :E) « MFEN 593897 Others 444 33 s14 41 537 30 833 39

%*ﬁ O)iﬁ] /\0)73_ fﬁ% LY ;b Total 477 1000 729 1000 653 1000 611 1000
[+ TIEXELY,
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Trade Restrictive Effect of Product-Specific RoO in FTA At
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- BARDHHETIX. CTCAZI—DEZMMNTA T ATHETHICHEETHY. CTCDE
WM EBEE (FELE:CCOCTH>CTSH) A bHM TS,
o RVCEMERNMNTIEETHMNIL. FIEEFEFHEN S, =1L . CCXOCTHZEEIRFl
[CLTH. CTSHKYFHIRE I RELLZE-TLED,
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UNKEWEEZONSMBIL. FTADREELKELY,

. BABILEZIZR %\mm\m B FE L E A BRRIC RSN,
—XEZ0OmBELET —Xf—®D B DH
Export Import Export Import
€)) (2) 3) “4) €)) 2) 3) “4)
C dummy -0.226%**  -0.204%** -0.331%%*  (0.338%** -0.209%**  -0.169%** -0.249%#*  -0.250%**
(0.0436) (0.0440) (0.0760) (0.0811) (0.0458) (0.0460) (0.0859) (0.0908)
CTH dummy -0.155%#*  -0.172%*%* -0.0484 -0.0783 -0.126%**  -0.125%** -0.0485 -0.109
0.0290 0.0299 (0.0616) (0.0663) (0.0304) (0.0310) (0.0690) (0.0733)
Or dummy 0.0722%**  (.103%** -0.0233 -0.0462 0.0761***  0.102%** -0.0258 -0.0663
(0.0269) (0.0302) (0.0517) (0.0551) (0.0278) (0.0312) (0.0551) (0.0595)
Other type dummy 0.0780%*  0.147%** -0.0695 -0.0883 0.119%**  (0.2]14%** -0.0886 -0.152%*
(0.0390) (0.0410) (0.0717) (0.0770) (0.0413) (0.0431) (0.0823) (0.0868)
In (Max preferential margin)f 0.382%%* 0.398** 0.108 0.432%%* 0.429%%* 0.163
(0.161) (0.166) ] (0.149) (0.167) (0.173) (0.171)
Observations 78,487 78,237 37,655 37,872 71491 71,236 31,306 31,514
Partner fixed effect yes yes yes yes yes yes yes yes
HS 2-digit fixed effect yes no yes no yes no yes no
HS 6-digit fixed effect no yes no yes no yes no yes
L T EG G
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—XZ0mBLEC —Xf—DmB NH
Export Import Export Import
€Y 2 3) “4) €9) @) 3) “4)

CC dummy -0.205%**  -0.185%*%* -0.336%**  -0.336%** -0.188***  -0.150%%*%* -0.252%%%  Q.255%%*

(0.0438) (0.0442) (0.0760) (0.0814) (0.0461) (0.0462) (0.0859) (0.0914)
CTH dummy -0.136%**  -0.150%%*%* -0.0512 -0.0917 -0.107#%*  -0.105%%* -0.0510 -0.127*

(0.0292) (0.0301) (0.0615) (0.0668) (0.0306) (0.0312) (0.0690) (0.0738)
Or dummy 0.100%* 0.169%%** -0.0718 -0.0908 0.141%%%  (.234%%* -0.0910 -0.160*

(0.0393) (0.0412) 0.0717) (0.0774) (0.0416) (0.0432) (0.0823) (0.0873)
Other type dummy -0.0205 -0.00277 -0.146** -0.154%*% -0.0126 0.00178 -0.117%* -0.181%*%*

(0.0308) (0.0343) (0.0663) (0.0725) (0.0318) (0.0355) (0.0701) (0.0775)
In (Max preferential margin) -0.201 -0.246 0.0737 -0.143 -0.198 0.134

(0.202) (0.208) (0.150) (0.212) (0.218) (0.172)
Or dummy * In (Max preferential margin) ~ 1.756**%  ].895%%* 3.392%%* 2.868%* 1.682%#% ] 780%** 2.502%%* 2.941%* l

(0.280) (0.293) (1.115) (1.236) (0.290) (0.303) (1.147) (1.266
Observations 78,487 78,237 37,655 37420 71,491 71,236 31,306 31,066
Partner fixed effect yes yes yes yes yes yes yes yes
HS 2-digit fixed effect yes no yes no yes no yes no
HS 6-digit fixed effect no yes no yes no yes no yes
T L T T
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o THA)ADIGZE . BIm/E/\NF—2DPRE-TI VA ANdE—ERD

BREOFSH T

BEW 2N, TNOFIRCECCH T — DRI

TAFTRIZIGEBDTT—RAEH 5,
o FAJADFTAIXSEIDRIFEICHEYEL TULVELD, ZNTE
CCOELTHBLTENTLNS,

Export Import
€y 2) 3) “4) (&) (6) () (8)
CC dummy 0.108**  0.289*** [ -0.148** | -0.0259 -0.0454 -0.0643 -0.137 -0.343%*
(0.0496)  (0.0607) (0.0947) (0.0942) (0.150) (0.0989)
CTH dummy 0.0463 0.0634 -0.0335 0.0401 -0.0678 -0.0518 -0.0924 -0.116
(0.0347)  (0.0479) (0.0346) (0.0678) (0.0608) (0.108) (0.0612) (0.112)
RVC only dummy 0.134* 0.197** -0.0919 0.00116 -0.125 -0.178 -0.0331 0.117
(0.0689) (0.0774) (0.0916) (0.155) (0.137) (0.172) (0.201) (0.331)
Other type dummy -0.00535 0.0397 -0.0659 -0.111 -0.241%%*  0.495%**  -0.0371 -0.0979
(0.0471) (0.0617) (0.0483) (0.0816) (0.0829) (0.133) (0.0834) (0.138)
In (Max preferential margin) -0.0172 -0.188 -0.154 -0.408** -0.441 -0.648
(0.151) (0.160) (0.182) (0.205) (0.439) (0.450)
Observations 42,338 42,128 31,489 31,116 23,030 23,789 21,195 21,905
Partner fixed effect yes yes yes yes yes yes yes yes
HS 2-digit fixed effect yes no yes no yes no yes no
HS 6-digit fixed effect no yes no yes no yes no yes
Sample FTA partner All All Non-MENANon-MENA All All Non-MENANon-MENA
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1. 1996FEMOFTAREETOFHE SR (XS EHFE-RBRICHEHT 5,
2. FIERETHESINI-ZREZAL., 1996 FF S TFTADNEML TLVEZE DR
BTN E 548 ()?l.ij, = Xipexp(ay;)) &EHT 5,

3. IREMLGEZALERDEZEZRLMBTEEL. HFEMICFTADZRZ
R4, ol BfFEHEMEFHOMA THFEAMNDHRSLFEHT L,

[REMIRRIDFE LD LR

o F2EPETCCHAI—DRMILIBARDEH T-0.204TH 1=, 1 — exp(—0.204) =
0.185TdHY. CTSHMSCCADEALIZ185% KA FEIFFTAOSIRZ L bhE 5,
CNIEIFTARAD TR (BEAITFE1968.3%, IMEF127.9%) D KELEENEEZLHOH D,

« BARDEMATEHEREIRIZ. CTSHMSLCCADEILTHHRIF28.7% KAV METT 5,

Export Import
Average Simple Weighted Simple Weighted
Japan 68.3 279 1104 57.3
U.S. 158.2 76.0 188.8 39.6
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