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LIMITED OFFICIAL USE
U.S./KOREAN ECONOMIC ISSUES

BACKGRQUND
0 Korea has the world's 13th largest GNP. Two decades of

dynamic growth have carried per capita annual income to
nearly $8000. Korea is our seventh largest export

market. US-Korea trade topped $35 billion in 1993; our
trade deficit with Korea grew to a modest $700 million.

0 However, wage inflation and structural rigidities slowed
growth in 1990-93.

0 On taking office in February 1993, President Kim Young Sam
announced an ambitious economic reform program aimed at
deregulating the economy and restoring Korea's sagging
competitive position.

-- President Kim seeks OECD membership for Korea, to
sustain the momentum of economic reform and obtain
international recognition of Korea's status as a .
developed country. ' '

o) If implemented, ROKG plans to open Korea's economy will
improve the climate for U.S. investors and exporters.

- Korea contributed a positive market opening package
to the December 15 Uruguay Round agreement.
President Kim personally intervened to overcome
strong domestic opposition to rice imports.

- Notwithstanding policy reorientation and, in recent
months, favorable media coverage, Korea still has a
poor reputation with U.S. business. It remains
relatively less hospitable to foreign investors than
other Asian economies.

~-- Chief U.S. business complaints are excessive
government reqgulation, reservation of key sectors and

activities to indigenous entrepreneurs, and an
anti-foreign bias among bureaucrats and consumers.

LIMITED QFFICIAL USE
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Our front burner bilateral trade concerns, however,
are barriers to selling into Korea's automobile and
financial services markets, and onerous, often
specious, health and safety standards that curb
Korean imports of agricultural products.

Presidents Clinton and Kim launched the Dialogue for
Economic Cooperation (DEC) in July 1993 to address
business environment issues.

US and’Korean DEC negotiators will report modest
progress (investment approval procedures, government
rulemaking, taxation, and enforcement of anti-monopoly
laws) to an Economic Subcabinet meeting in Washington
later this month. '

At

3ovd 162021091 °'ON glizl v6 . ‘L2 L0 (3M)

the Subcabinet meeting, U/S Spero and colleagues will:

warn that American willingness to emphasize )
dialogue on bilateral economic issues will wane if
concerns like auto import constraints and specious
health and safety standards are not constructively
addressed;

provide for a DEC follow-up process; and
underscore that US support for Korea's OECD

aspirations depends on massive reduction of
impediments to foreign investment and capital flows;
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