/( World Economy Brief

June 21, 2016 ‘ Vol. 6 No. 14 ‘ ISSN 2233-9140

A Proposal to Lower Non-Tariff Barriers
between China-Japan-Korea

CHOI Bo-You NEg Research Fellow, Cooperation Policy Team, Department of Northeast Asian Economies (bychoi@kiep.go.kr)
BANG Ho Kyu NEg Senior Researcher, Cooperation Policy Team, Department of Northeast Asian Economies (bassgu@kiep.go.kr)

LEE Boram senior Researcher, Cooperation Policy Team, Department of Northeast Asian Economies (brlee@kiep.go.kr)

YOO Saebyul Researcher, Regional Trade Agreement Team, Department of International Trade (sbyoo@kiep.go.kr)

1. Background

Non-tariff measures are defined as “policy
measures other than ordinary customs tariffs
that can potentially have an economic effect
on international trade in goods, changing
quantities trade, or prices or both (UNCTAD
2012, p.1).” Many non-tariff measures are in-
evitable, with legitimate purposes such as pro-
tecting the health and safety of consumers and
pursuing public welfare goals. Some non-tariff
measures, however, create unnecessary obsta-
cles towards trade; as a subset of non-tariff
measures, the unnecessary barriers to trade are
distinguished as non-tariff barriers and should
be considered for eventual elimination.

Under the GATT and WTO regimes, the level
of tariff rates has gradually declined while
non-tariff measures have become more preva-
lent worldwide. (See Figure 1. and Figure 2.)
Among many types of non-tariff measures, the
number of TBT and SPS measures imple-
mented increased substantially during the
global financial crisis, implying that countries
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around the world are employing more subtle
measures to protect their domestic economy.
As noted, many non-tariff measures have le-
gitimate goals, but the difference of such
measures between countries may incur addi-
tional costs to firms involved in international
trade. Thus harmonizing TBT/SPS related
regulations between countries is important in
eliminating the unnecessary barriers to trade.

Figure 1. Tariff (Weighted Average)
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Figure 2. Numbers of TBT and SPS Measures
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Harmonizing national policies related to TBT
and SPS measures is especially essential for
countries involved in cross-border production.
This is because trade costs are compounded as
production cross borders multiple times. Ko-
rea, China and Japan recorded an increasing
trend of foreign value added in trade in goods
while domestic value added decreased during
the period between 1995 and 2011. This im-
plies the three countries’ active participation in
the global value chain. The established region-
al network of the three countries calls for the
need to build a regulatory cooperative system
to identify unnecessary non-tariff measures
that become non-tariff barriers and find ways
to alleviate them.

2. The Effects of Non-tariff
Measure to Trade between
China-Japan-Korea: A
Quantitative Analysis

Theoretically, non-tariff measures may have
both positive and negative effects on trade. On
the one side, non-tariff measures can facilitate
trade by providing information on imported
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goods to consumers under asymmetric infor-
mation. For instance, suppose that product
quality varies substantially while the quality is
not readily observable to consumers. If the
importing country’s government requires for-
eign exporters to comply with quality assur-
ance programs, consumers may gain confi-
dence in the quality of the imported product
and more consumers may decide to purchase
imported products. On the other hand, such
non-tariff measures result in higher compli-
ance costs for firms, thereby increasing the
import price and restricting the quantity of
imports. The net effect of the regulatory
measures thus depends on the relative size of
the two opposing effects.

Non-tariff measures not only affect the vol-
ume of trade, but domestic welfare is also and
often affected when importation of certain
goods generates externalities. For example,
importing low quality steel beams may in-
crease the risk of collapse for bridges or build-
ings. Hence it is essential for the government
to carefully evaluate the impact of non-tariff
measures on both trade flows and welfare.

Using the coverage ratio and frequency index
of TBT and SPS, we conducted an empirical
research to examine the impact of SPS and
TBT measures on trade among Korea, China
and Japan. The results show that TBT
measures adopted by the three countries nega-
tively affected manufacturing trade and SPS
measures negatively affected food and agricul-
tural trade. Narrowing the analysis scope to
intra-regional trade, only the SPS measures
had negative effects on the food and agricul-
ture trade between countries, while the effect
of TBT measures on trade turned out to be
statistically insignificant. This is possibly due
to much of the trade between China, Korea
and Japan being of intermediate manufactur-
ing goods, trading of which are less likely to
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be affected by TBT measures than final goods
trade.

3. Current Status of
Non-tariff Measure in
China-Japan-Korea: A
Quantitative Analysis

Korea, China, and J apan are all among the top
10 countries for being most active in submit-
ting regular and emergency notifications to the
related WTO Committees on the changes and
newly introduced TBT and SPS measures.
Looking into the recent specific trade concerns
that had been brought to the Committee by the
WTO member states regarding the TBT
measures, China is second most in terms of
concerns raised by other WTO member states.
One of the frequently raised concerns were the
excessive time and cost needed to comply with
the Chinese conformity assessment. In case of
Korea, concerns towards Korea’s implementa-
tion of the Act on the Registration and Evalua-
tion, etc. of Chemical Substances in 2014 were
raised by Japan and other member countries.

As for SPS measures, in 2013, Japan has
raised concerns in connection with China and
Korea’s import restrictions on Japanese fish-
ery products with respect to radionuclides. The
case between Japan and Korea failed to reach
a consensus, and Japan filed a dispute against
Korea for WTO dispute settlement in 2015. A
panel was composed on February 2016, and
the case is still ongoing.

All three countries are active in pursuing
FTA/EPAs with other countries and region.
Since each concluded FTA/EPAs which in-
clude a separate chapter or provisions on TBT
and SPS measures, comparing the provisions
may provide glimpses of governments’ per-
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spectives on SPS and TBT policy as well as
possible areas for cooperation. In case of the
TBT provisions, China seems to have more or
less conservative tendency towards interna-
tional standards and transparency. With re-
spect to the provisions of conformity assess-
ment procedures within the TBT agreement,
both China and Japan have stricter criteria
than Korea in terms of acceptance of mutual
recognition of results and procedure of con-
formity assessment.

In case of SPS provisions, Korea and Japan
seemed to take a more conservative approach
towards provisions beyond the WTO SPS
agreement whereas China agreed to include
more detailed and concrete provisions on
transparency. In addition, all three countries
were active in seeking multilateral and bilat-
eral food safety cooperation scheme in addi-
tion to FTA provisions which indicates each
country’s policy priority on resolving food
safety issues while facilitating trade.

4. Policy Implications

Based on the increasing level of trade restric-
tiveness from the regulatory barriers by all
three countries, there is a growing need to de-
velop a regular cooperative mechanism to
identify inefficient regulatory barriers, evalu-
ate its impact on trade flow, and on welfare.
The ultimate goal of the cooperative mecha-
nism of the three countries is to discuss ways
to harmonize the different regulatory measures.
In this report, we suggest the three countries
utilize the existing Pan-Yellow Sea Rim
Economy and Technology Exchange Meeting.
Within this dialogue channel for government-
industry-academia cooperation, harmonization
of standards, mutual recognition of conformity
assessment, and enhancement of transparency
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can be discussed to lower the regulatory barri-
ers relevant to SPS and TBT measures.

First, the three countries can begin by foster-
ing mutual understanding on different domes-
tic standards as a first step towards harmoniz-
ing standards. Establishing a network com-
posed of experts from government, academia
and relevant industries such as the Korean-
Sino food standards meeting may foster this
process. The ASEAN food safety standards
harmonization workshop and the ASEAN
food safety standards database can be a
benchmark to enhance understanding on dif-
ferent standards of the three countries. It
should be emphasized that harmonization of
standards should be dealt with from a long-
term perspective because the results may be
extremely difficult to be reversed.

Secondly, mutual recognition of conformity
assessment can be pursued by (a) introducing
and expanding the SDoC (Suppliers Declara-
tion of Conformity) product list, (b) delegating
authority to the assessment bodies located in
the partner country (c) establishing and man-
aging a foreign-owned certification authority
in the domestic country and (d) developing
and further extending mutual recognition ar-

rangements (MRA) for test certification results.

Furthermore, the effectiveness of the MOU
and MRA signed by the relevant representa-
tive authorities of the three countries can be
strengthened by regular revision.

Thirdly, transparency can be improved by
creating a common website on SPS and TBT
measures of the three countries which pro-
vides stakeholders better access to changes
and newly introduced domestic measures, as
well as facilitating sharing of information and
experience related to repetitive denials in cus-
toms cases. Kigr
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