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Abstract

This paper examines the Spaghetti bowl effect that different tariffs and rules of origin in multiple FTAs have
resulted in increasing the significantly additional burden for business when it comes to apply for the use of FTA
preference. The wide spread of FTAs in the several years, from 2003 to 2010, has been the most important trade
policy development in economically important Korea. Korea presently has 5 FTAs in effect, and made 3 additional
agreements which will be expected to take effect in next year.

With the study result and expecting a growing number of FTAs in Korea in a next decade, the intemational
trading firms will face rise of transaction costs for enterprises, particularly small- and medium-sized
enterprises(SMEs) to cope with multiple tariffs and rule of origins in FTAs.

To help mitigate negative effects and facilitate a more SEMs to use the FTA preference, providing new computer
programs system, increasing the awareness of FTA provisions, improving business participation in FTA
consultations, and SME support in light of education, and financial support are needed.
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