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¢/0 Mr. Andrew H. Card, Jr. '
President and Chief Executive Officer
American Automobile Manufacturers
Association

Headquarters

Suite 900, 1401 H Street, N. W.
Washington, D.C. 20005

DOCUMENT TITLE: /slr/p/aama.ae

CORRESPONDENCE #: 3671314

CC: Wayna Wondwossen, 93

Soan .
APPROVAL/ENCLOSURES / SPECTL INGTRIX

w/ USTR Shadd Murphy 56813 _
i\ Conmeroe~Beverley-Gal Nunore 482333

Dear Friends:

Thank you for writing on behalf of the American Automobile Manufacturers

Association and its member companies. I share your concerns regarding

Korea's implewmentation of its commitments under the 1935 U.S.-Korea

Automotive Memorandum of Understanding.

The 1995 MOU was an important firsc Step toward eliminating market access

barriers to the Korean automotive market, and I am disappointed that

Korea has failed to further expand its market access for foreign-

manufactured vehicles . Ensuring that our trading partners are in

compliance with the commitments under international trade agreements is a
top priority of my Administration -- we will continue to press Korea to

undertake additional Measures to eliminate trade barriers that deny the

U.S. automotive induatry'effective access’ to the Korean market. We wjll

ot hesitate ro yse the tools provigeqg by are trade laws, including Supex

301,

1f such action is appropriate and necessary to ensure Korea's

compliance of the MOU.

As always, T appreciate knowing your views, and I look forward ro meeting

With you next wonth to discuss this and other important 1ssueg facing th
ac; e
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U.S. automotive industry. Again, thanks for writing.
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American Automobile Manufacturers Association ., ¢ w1

Orzus,.. €& B GeneriMotons

September 9, 1997

The President
The White House
Washington, D.C. 20500

Dar Mt Prcsident:

The Amecrican Automobile Manufactusers Association (AAMA) and its member compamies —
Chrysler Corporation, Ford Motot Company, and General Motors Corporation — wish to express
our growing frustration with the Republic of Korea's failure to honor its markec-opening commit-
ments under Korea's 1995 automotve trade agreement with the United States. Closed domesuc
markets are woubling under any circumstances. But the sicuation is particularly unacccpuable when
it is combined, as is the case in Korea, with government-directed policies to promote an exrraordi-
nary expansion of excess automobilc capaciry for export to open markets in the U.S. and around
the world. We urgc the Administration to respond to Korea's vade-distorting pracuces with sernous
and meaningful acuon.

In 1995, after alnost two years of negotiadons, the Administration achieved the U.S.-Kogea

Automeotve Memorandum of Understanding ro Incrcase Marker Agcess for Eorejgn P
Vehicles in the Republic of Korca (MOU). We welcomed che agreement as a modest cfort by the

Korean government w begin reversing its long-standing policy of cxcluding umports from its auto-
mobile market. On the basis of that 1995 agreement, AAMA’s member companies substantally
expandcd their investments in Korca with a view 10 increasing U.S. exports to chat country.

Howecver, despire a promising beginning under this new trade agreement, Korea has not lived
up o its market-opening commitments. Imporrt sales remain far below expecradons. In all of 1996,
Chrysler, Ford and General Motors imported less than 3900 vehicles into a total Korean marker of
1.6 million vchides. During 1997, the Korean government has nort taken any pesitive action to
promote imports. Instcad, there has been a host of continuing violations of the 1995 MOU,

AAMA believes that the Korean government's maintenance of a sancruary automobile market
is direcdy fucling the Korcan auto industry’s aggressive international expansion. In the face of
mounting global overcapacity in automotive production and despite the precarious financial posi-
ton of the Korcan manufacturers, Korcan producers have continued to add capacity — reaching
over 3.6 million units in 1996 — and have announced plans 1o increase production to over 6 mil-
lion units annually by 2000. Allowing Korea to mainuin a closcd marker while building huge auro
assembly capacity potentially will result in the permanenc loss of billions of dollars in U.S. automo-
tive exports.

REASQUART QRS DETROIT OFRICE
1400 U Seel. 1.9, Suite 380, Washingloa B.C. 20095 1030 Sorand dvonae, Sarte 300, Debruit, B 4A20)
200+ 12645500 FA1 201176561 13=MM<43U HE JDEN* 5404
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The President
September 9, 1997
Page 2

This irrational buildup of excess capacity has led to Korean companies engaging in business
arrangements which violate internadonal wade rules. The United Suates government has now
joined the European Coramuniry and Japan at the World Trade Organtzation in objecting to a dis-
criminatory national car progranm in Indonesia that benefits a single Korean auto company.

Chrysler, Ford and General Motors are not alonc in expressing growing exasperadion with
Korea's behavior as a trading partner. Korea's unfair auto trade practices have also been widely crid-
cized by other nations at recent meetings of the Organization for Economic Cooperadon and
Dcvelopment and in a joint visit to Seoul in July with represenmtives of the European Automobile
Manufacturers Association. All e¢fforts to have the Korean government honor its commitments to

fair, open trade practices — not only with cthe U.S. but with other trading partners as well — have
beecn mer with complete intransigence.

We believe that the Korean government’s actions unquestionably deserve to be identfied as
priority practices that unfairly limit U.S. markec access under Super 301, Failure by the
Administradon to insist that Korea adopt responsible and fair automotive rade policies will make
it more difficult to expand access for U.S. aucomobiles in that market and will cncourage Korea to
contuauce a pattern of irresponsible trade pracrices.

We look forward to working with the Administration to increase marsket opportunities for
auto exports to Korea and to other markets around the werld.

Sincerely,
Robert J. Eaton Alex Trotman
Chairman & CEO Chairman & CEO

Chrysler Corporaton Ford Motor Company

> A Ooolebbld]

John F. Smith, Jr. Andrew H. Card, Jr.
Cbairman, President, & CEQ President & CEOQ

General Motors Corporation Amencan Automobile

Manufacrurers Association
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Dear Mr. Piesidenc

Thc .'\mcrican Auromobile Manufacmr::": Associarion (AAN[A) and Its mcmbcr comnanies —
Chrysler Corporation, Ford Motor Company, and General Motors Corporation — wish o express
our growing frustration with the Republic of <orea's failure to honor its market-opening commit-
ments under Korea’s 1995 automotve trade agreement with the United Srates. Closed domestic
markets are croubling under any circumstances. Bur the situation is particularly unacceprible when
it is combined, as is the case in Korea, with government-directed policies to promote an cxcraordi-
nary expansion of excess automobile capacity ‘or export to open markcts 1n the U.S. and uround
the world. “We urge the Administration to resoond o Korea's wade-distorung practices with serious
and meaningful action.

In 1995, after almost two years of negotations, the Administration achieved the U.3.- Forea
Automorive Memomndum of Understanding :o Increase Marker Access for Soretgn Passenver
Vehicles in rhe Republic of Koreg (MOU). W'z welcomed the agreement as a modest cffort by the
Korean government to begin reversing its long-scanding policy of xcluding imporrs from o5 auto-
mobile marker. On the basis of that 1995 agrezment, AAMA's membecr companies subsras tially
expanded their investments in Korea with a vicw to increasing U.S. cxports to that countr

Howccr, despite a promising beginning 1nder this new trade agreement, Korea has o lived
up 1 its market-opening commitments. Import sales remain far below expecmdons. In all o£1996,
Chrysler, Ford and General Motors imported icss than 3900 vehicles into a toral Korean murker of
1.6 million vchides. Dunng 1997, the Korean government has not taken any positive action to
promote itnports. Instead, there has been a hose of continuing violations of the 1995 MO 1.

AAM .. believes that the Korean government’s maintenance of a sancruary automobile .narker
is directly fuciing the Korean auto industry’s apgressive international —pansion. In the face of
mounring zlobal overcapacity in automotive production and despire the precarious tinancisi posi-
tion of the Korean manufacturers, Korean producers have continued to add capacity — renc hing
over 3.6 miilion units in 1996 — and have announced plans to increas: production 10 over ; mil-
lion units winually by 2000. Allowing Korea ro maintain a closed marl:cc while budding hiipe auto
assembly cipacity potentially will resule in the nermanent loss of billions of dollars in U.5. s1:tomo-
tive expori..

(EADCUARTT JETI00T IFTICE
1401 & Street, AW, Suite 300, Jasningron, J.C. 23005 430 Seeand Avanve, Srite 330 J:trait, W 48202
20232625500 FRX 202032555¢7 N3ed1704301 FAY 13872400
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This irm;ional buildup of excess capacity has led to Korcan couipanies engaging in b.isiness
arrangemc:us which violate international trade rules. The United States government has now
joined the Luropean Community and Japan ar the World Trade Organization in objccting 1o a dis-
ctiminatory national car program in Indonesia that benefits a single Korean auto compan:-

Chrysicr, Ford and General Motors arc not alone in expressing growing exasperation #ith
Koreds behavior as a trading partner. Koreas unfair auto trade practices have also been widely criti-
cized by other nations at recent meertings of the Organizadon for Economic Cooperation and
Developinenr and in a joint visit to Seoul in July with represcnmatives of the European Auiomobile
Manufacturers Association. All efforts to have the Korean governmen« honor its commitricats to
fair, open trade practices — not only with the U.S. but with other wading partners as weli — have
been mer with complete intransigence.

We beiicye that the Korean government's ictions unquestonably desetve to be identiiied as
prioncy pracuices that unfairly limit U.S. market access under Super 301 Failure by the
Adminiscrauon to insist that Korea adopt responsible and fair automorive trade poiicies witl make
it more d:i:T.cult to expand access for U.S. aucomobiles in that marke: and will encourage ~orea to
continue a pattern of irresponsible trade practizes.

We louk forward to working with the Administration to increase inarket opportuniaes for
auto expon: to Korea and to other markets around the world.

Sincerely,
e h /MMV

Roberc J. Futon ' Alex Trounan

Chairman & CEO Chairman & CEQ

Chrysler Corporation Ford Mutor Company

a ;

%0[\/ -’:/ &W7 f
T

John E Smizh. I Andrew 1. Card, Jr.

Chairman, ‘r=sident, & CEQ Presidenc & CEO

General My rs Corporation America Automobilc

Manufacturers Associadon
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TO: EB - Mr. Larson 6
FROM : EB/TRA - Joel spiro'?j"

SUBJECT: FMC Guidance on Weiver of Fees

For your information the FMC has provided the following
press guidance on waiver or forgiveness of fees.

Q: Can any fees assessec before October 15 (the payment
date) be waived or forgiven?

A: No.

1. The fees become debts when they ar: assessed -- i.e.,
upon entry in a port.

2. Debts cannot be waivad or forgiven after they are
assessed except under criteria (i.e., inability to pay)
that are inapplicable tc this situaticn.

3. Regulations issued jointly by the GAO and DOJ, however,
authorize compromise of debts "if the agency’s enforcement
policy in terms of deterxrence and securing compliance" will
be served. 4 CFR 103.5

4. Chairman Creel has said that there is no evidence yet
that the FMC's policies and objectives will be served by
compromising these assessments: compromise would appear
appropriate only in extraordinary clrcumstances.

Y
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WAnited Dtates Senate

WASHINGTON, 1C 20510

September 22, 1997

The President
The White House
Washington, D.C. 20500

Dear Mr. President:

In 1995, the United States and the Republi: of Korea signed a Memorandum of
Understanding (MOU) to provide U.S. automobil:: manufacturers access to one of the largest
markets in the world and one of the fastest-growirg markets in Asia. We have been
monitoring Korca's implementation of the 1995 NOU, and it concems us greatly that
automotive imports in Korea remain at less than oae percent and that the Korean
government has violated the 1995 agreement.

Trade barriers premised on Korean laws and policies designed to undennine trade
concessions deny U.S. automobile manufacturers and Korean consumers the benefits they
had expected under the 1995 MOU and the WTO agreements. Furthermore, these barriers
allow Korea to enjoy a “free ride” on U.S. conces:ions.

Since the 1995 Agreement, government-s¢nctioned policies, including harassment of
citizens who buy or lease imported cars, have escilated. Korea has reclassified minivans
and sport utility vehicles, effectively boosting imjwort taxes on these vehicles by as much as
$1,500. Also, Korea’s discriminatory automotive taxation regime has not improved overall
and still may effectively double the price consumcrs pay for an imported vehicle.

Of equal concem is the uncertainty Korea's restrictive policies create for future U.S.
negotiations with Korea. We question whether Amcrican companies can rely on agreements
to be productive and long-lasting if U.S. automobiles cannot enter the Korean market on fair
terms as already negotiated.

The 1995 MOU was a minimal first step toward opening Korea's automotive market,
but the government has also shown little willingness to negotiate further market-opening
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The President
September 22, 1997
Page 2

initiatives or even abide by its 1995 commitments While Korea is ultimately accountablc
for remedying the market barriers it has erected urilaterally, the United States must take an
active role in requiring Korea to implement market remedies to which it has agreed.
Therefore, we urge you to name Korea’s automotive trade policies as “priority practices”
under the Super 301 unfair trade provision and to ;eek further commitments from Korea to
provide real market access. :

Sincerely,

Senator Carl Levin Senator John Ashcroft

Om b

Senator Sam Brownback Senator John R
DAss A omn_ I /ﬂ./ :

Sena}qx Spencer Abraham Senator Richard ﬁrun

P 2

Senator Mike DeWinc Senafor Byron Dorgan

o e

Scnator Richard Lugar
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Lodow . Nl

Senator Barbara Mikulski
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American Automobile Manufacturers Association
O e on @ General Molors

ANDREW H. CARD, Ir.
President and Chief Executive Officer

GOy AT
\;__' NS L
September 25, 1997
The Honorable Samuel R. Berger v - e 7
Assistant to the President ¢ (‘ /; L)/ ]
National Security Council j} -
The White House ERCAEEE T

1600 Pennsylvania Avenue, N.W.
Washington, D.C. 20500

Dear Mr. Berger:

As September 30 approaches, the American Automobile Manufacturers
Association would like to reiterate our views regarding options under consideration by
the Administration regarding our request that Korea be designated under “Super 301" for
unfair trade practices in auto trade.

First, we are very disturbed that, despite Korea's clear violations of the 1995
MOU, there is still reluctance from some within the Administration to designate Korea
under Super 301. We are very aware of political concemns that have been raised about
Korea’s upcoming elections. However, we believe that failure to act now -- and the
message which that non-action conveys -- will do far greater harm to U.S. interests than
proceeding with a 301 investigation. A new administration in Seoul would in all
likelihood be reluctant to tackle these tough issues without the incentive of a set
negotiating deadline. This is also an opportunity to move U.S.-Korea relations forward,
by showing that the bilateral relationship has matured to the point that trade concerns can
be discussed separately from other important aspects of the relationship, as the U.S. does
in disputes with most other OECD trading partners.

Given the high visibility of this issue, a failure to designate Korea could also be
interpreted by other countries as a sign that the U.S. will not strictly enforce cxisting trade
agreements. It could also undermine our continuing efforts to put pressure on Japan to
open its market, and may damage ongoing attempts to resolve the U.S. auto dispute with
Indonesia.

We are also disturbed that concessions from Korea that have little or no
commercial significance may be accepted by the Administration as demonstrating
adequate progress to avoid a Super 301 designation. What has been offered thus far
barely qualifies as a starting point, and will not result in any volume increase in import
sales.

KEADQUARTERS DETROIT ofFICE
1401 § Street, N.W. Suite 900, Washington, D.C. 20005 7430 Second Avaoua, Sulle 300, Dotroit, Mf 48202
202032605500 FLI 202032695567 : 3L3eRT2¢311 FAX 13087205400

SEF2513:10



To accept a minimal package of concessions as sufficient progress by the
government of Korea to avoid Super 301 designation cannot, in our view, be justified. It
would clearly leave Korea “off the hook”, with no guarantee that any new government

will make any significant market opening efforts at a later date.

Andrew H. (ard, Jr.
Ja k—"\’*—( Hou wAll otk was Y/Lowu
Lo u e~ iua—&‘gm

Sinceygely,



American Automobile
Manufacturers Association

1401 H Street, NW, Suite 900
_ Washington, DC 20005
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To:

Mr. Samuel Berger 465-2883

REMARKS: [ Urgent (] For your review

Plcase see the attached. Original to follow by mail.

Date:  9/25/97

Number of pages including cover 3
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[0 Reply ASAP 0 Please comment
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September 26, 1997

Jeff:

I tried to reach you by phone lato this afternoon, but I know it’s a very busy week. What I
wanted to toll you is that our companies met with Don Phillipe and the team negotiating
with the Koreans this morning. Basically they told us that the Koreans brought nothing
meaningful to the table yesterday and we don't cxpect any great surprises from their
meetings today.

Don gave us & sumina_ry of his {deas for a proposed sertlement (attached) and I wanted to
give you the companies’ joint fecdback:

1. The elemonts of a p’ackage which could be concluded this week, summarized under
itern #1 in the attached:document, contain a few elements which are, in principle,
directionally correct. But, as a whole, the package contains no commercially significant
concessions. We certainly don't believe the package of concessions outlined in this
paper is nearly compcllmg cnough to delay designating Korea under 301 on Tuesday.

2. This documcnt proposes as a follow-up, advising the Koreans prjvately that, if they
are not more farthcoming and are unwilling to effectively address the MOU and other
market access problems, the US will initiate & Sccuon 301 by June 1998. This is not an

accoptable back-up.

We believe that, if the US is unwilling to designate Korea under Super 301 on Tuesday,
at 2 minimurm, it should announce _publicly that it will initiate a Section 30] action, absent
meaningful market opening progress. by March 31, 1998. To our members , meaningful
market opening includes not just addressing their violations of the 1995 MOU, but taking
major additional steps.to increase market access for imported vehicles - i.e. in reducing
tariffs, taxes, reversing consumer fears, etc.

We appreciate the time and effort which you and your staff are putting into this issue and
ook forward to the Administration sending the Korean government a clear and tough
message next week. If you have any questions, or need to get in touch with me over the
weekend, I can be reached at 703-243-8515 or, on my mobile phone, at 202-316-31285,

Andrew H. Card
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I. Agreed Measures/Actions
1. Implement equalization of Subway bond-tax rate by October 51, 1997.
2. Postpone reclassification of Minivans as passenger vehicle until January 1, 2000.
Postpone increase 1n tax rate untl January 1, 2003.
3. Announce plans to move to self-certification; target date January 1, 2000.
4. Self-certification pilot program.
3. Increase threshold in safety compliance test to 1,500 in January 1, 1998.
6. Exemption from standards completion test, for US manufacturers that can test to
Korean Standards, effective June 1, 1998.
7. Accept manufacturer certificate of conformity for standards introduced after 1995
8. Agree to participate actively in WP 29 and to join “Parallel Agreement” when US
Japan and EU do.
9. Financing reform: agree to implement new legislation in way that will achieve
US objectives.
10.  Financing reform: agree to authorize retention of ownership papers by April 1,

II.

1698. Agree 10 institute collateralization system that will facilitate auto sales and
leasing in 1998.

11.  Market Access/Registration Data - implement by 1/1/98

Reinvigorated Bilateral Dialogue

1. Agree over the 1998 and 1999 Calendar year to consult at least twice a year or
more frequently upon request of other Party. First round of consultations to be
held no later than April 1, 1998.

2. In these consultations agree to review implementation of MOU (including above
measures) and any other policies or practices which impede achievement of the
objecuives of the MOU with view towards effectively addressing any problems.
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US will announce (as part of the Super 301 report) that it will review the
implementation of the agreement and the extent to which its objectives are being
achieved by June 1, 1998.

Not to be announced publicly. If USG determines at the June 1998 review that
the MOU is not being properly implemented and/or that Korea is unwilling to
address effectively problems which are preventing the MOU from achieving its
objective, the USG will initiate a 301 petition . The USG would accelerate this
investigation with the aim of completing it by the end of 1998 (Normally, one-
year would be allowed for the investigation.)
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. Announce publicly that Korea’s automotive restrictions witl not be designated under Q\
Super 301 on September 30. [an explanation about their elections or something may be in
order to explain why this is not occurring. ]

. Absent sufficient, meaningful progress in meeting the obligations of the Memorandum of
Understanding, a Section 301 case will be opened on February 1, and considered on an
expedited basis. [The 301 statute provides for an 18 month time limit. The clock should
be considered to be ticking as of September 30 even though the case was not initiated
until February 1]

. This will provide the necessary leverage to continue to negotiate meaningful concessions
from the Koreans, and will address foreign policy concems associated with the elections.



American Automobile Manufacturers Association
ki @ &3 General Motors

September 9, 1997

The President
The Whire House
Washington, D.C. 20500

Dar Mr. Picsident:

The Amcrican Automobile Manufacturers Associauon (AAMA) and its member companes —
Chirysler Corporanon, Ford Motot Company, and General Motors Corporation — wish to express
our growing frustration with the Republic of Korea's failure to honor its markec-opening commit-
ments under Korea's 1995 automotive trade agreement with the United States. Closed domesdc
markets are uoubling under any circumstances. But the sicuation is particularly unacceptable when
it is combined, as is the casc in Korea, with government~directed policies wo promote an extraordi-
nary expansion of excess automobile capaciry for expart to open markets in the U.S. and around
the world. We urge the Administraton to respond ro Korea's vade-distorting practices with senous
and meaningful acuon.

In 1995, after almost two years of negotiadons, the Administration achieved the U.S.-Korea

Automotve Memorandum of Understanding ro Incseasg Markear Agcess for Forejgn P
Vehicles in the Republic of Korea (MOU). We welcomed the agreement as a modest cffort by the

Korean government 1o begin reversing its long-standing policy of excluding imports from its auto-
mobile market. On the basis of that 1995 agteement, AAMA’s member companies substantially
expanded their investments in Korca with a view 1o increasing U.S. «xports to that country.

Howecver, despite a promising beginning under this new trade agreement, Korca has not lived
up w its marker-opening commitments. Import sales remain far below expecrations. 1n all of 1996,
Chrysler, Ford and General Motors imported less than 3900 vehicles into 3 total Korean marker of
1.6 million vchicles. During 1997, the Korean government has nor taken any positive action to
promote imports. Instcad, there has been a host of continuing violations of the 1995 MOU.

AAMA believes that che Korean government’s maintenance of a sanctuary automobile market
is direcdy fucling the Korcan auto indusury’s aggressive international expansion. In the face of
mouncing global overcapacity in automotive production and despite the precarious financial posi-
tion of the Korean manufacturers, Korcan producers have continued to add capacity — reaching
over 3.6 million units in 1996 — and have announced plans 10 increase production to over 6 mil-
lion units annually by 2000. Allowing Korea to mainuin a closed marker while building huge auro
assembly capacity potennally will result in the permanent loss of billions of dollars in U.S. automo-

tive exports.
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The President
September 9, 1997
Page 2

This irrational buildup of excess capacity has led to Korean companies engaging in business
arrangemcnts which violate internadonal uwade rules. The United States government has now
joined the European Coramuniry and Japan at the World Trade Organizacion in objecting to a dis-
cnminatory natonal car program in Indonesia that benefits a single Korean auto company.

Chrysler, Ford and General Motors are not alonc in expressing growing exasperation with
Korea's behavior as a trading partner. Korea's unfair auto trade pracrices have also been widely cridi-
cized by ather nations at recent mestings of the Organization for Economic Cooperation and
Dcvelopment and in a joint visit to Seoul in July with represcntatives of the European Automobile
Manufacturers Association. All efforts to have the Korean government honor its commitments to
fair, open trade practices — not only with the U.S. but with other wrading partners as well — have
becn mer with completc intransigence.

We belicve that the Korean government's actions unquestionably deserve to be idenafied as
priority practices that unfairly imit U.S. markec access under Super 301, Failure by the
Administradon to insist that Korea adopt responsible and fair automative trade policies will make
it more difficult to expand access for U.S. automobiles in that market and will cncourage Korea to
contnue a pattern of irresponsible trade pracrices.

We look forward o working with the Administration 1o increase market opportunities for
auto exports to Korea and to other markets around the world.

Sincerely,

Robert J. Eaten Alcx Trotman
Chairman & CEO Chairman & CEO
Chrysler Corporatuon Ford Motor Company
John F. Smich, Jr. Andrew H. Card, Jr.
Chairman, President, & CEO President & CEO
General Motors Corporadon American Automobile

Manufacrurers Association
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Congress of the Enited States
PBouse of Wepresentatives
TWashmgton, BL 20515

The Honorable William Jefferson Clinton September 23 1597
President of the Unites States

The White House

Washington, D.C. 20500

Dear Mr. President:

We are writing to urge you to designate the Republic of Korea's automotive trade policies
as “prionty practices” under the Super 501 provision of U.S. trade law.

Korea's market for automobiles is one of the fastest growing in the world and could be an
important destination for U.S. exports. Despite the efforts of the U.S. government and the
world’s automakers, however, the Korean market remains closed to non-Korean cars and trucks.

Two years ago, ycur Adminismation negotiated an agreement with the Korean
government to provide new access to that country's automotive market. While the Korean
government implemented some of the provisions of the agreement, such as a small reduction in
the enormous tax/tariff burden on imported autos, most of its actions actually have served to
restrict the market yet further. The government repeatedly has taken steps, such as the threat of
special tax audits, 10 officially discourage the purchase of imports. Moreover, Korea continues
to levy an array of nine separate taxes, in addition to an import wariff, that disadvantage imports.

The express purpose of the 1995 agreement was to “substantially increase market access
for foreign passenger vehicles” in Korea. However, the Korean government’s unwillingness to
change its policies has undermined this goal.

Even without a trade agreement, these actions would merit serious consideration under
Super 301. But because we have already negotiated an agreement which these actions clearly
violate, we believe that designation under Super 301 is unavoidable. It is our understanding that
the Korean government has been less than willing to negotiate further market-opening initiatives,
despite the continued low level of auto imports in Korea. We urge you to wke strong action
under U.S. law to gain Korea's cooperation in opening its market 1o U.S. auto exports.

Sincerely,
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Dear Friends:

Thank you for writing on behalf of the American Automobile Manufacturers

Association and its member companies.

Korea's

implementation of jits commitments under the 1995 U.s.

I share youx concerns regarding

-Korea

Automotive Memorandum of Understanding.

The 1995 MOU was an important first step toward eliminating market access

barriers rao

the Korean automotive market,

and I am disappointed that

Korea has failed to further expand its market access for foreign-

manufactured vehicles.

Ensuring that our trading partners are in

compliance with the commitments under international trade agreements is a

LOp priority of my Administration - -

undertake additional Mmeéasures to eliminate trade barriers

Not hesgitate ro Use the tools
301,

compliance of the MOU.

1o

As always,

With you next moenth to discuss this and othe

provided by are trade laws,

1f such action is appropriate and necessary to ensure

I appreciate knowing your Views,

we will continue to press Korea to

including Super

Korea's

and I look forward ro meeting

¥ important issueg facing the



U.3 automotive industry. Again. rhanks for Wwriting.
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Lee, Malcolm R.

From: SitRoom

Sent: Tuesday, September 23, 1997 10:21 PM

To: Bader, Jeffrey A.; Gagnon, James M.; Kristoff, Sandra J.; Kyle, Robert D ; Lee, Malcoim R ;
Norris, John J.; Pritchard, Charles (Jack) L.; Suettinger, Robert L.; Panerali, Kristen E.

Subject: TRADE-KOREA-USA

CLASS: INTERNATIONAL

ORIG: Reuter

PREC: RUSH

TOR: 970923213122 R0159635

a2767

"BC-TRADE-KOREA-USA
AU.S. senators urge action on S.Korea car trade

WASHINGTON, Sept 23 (Reuter) - More than a dozen U.S.
senators on Tuesday urged President Bill Clinton to take action
against what they said were unfair car trade practices by South
Korea.

In a letter signed by Sen. Jay Rockefeller, a West Virginia
Democrat and 12 colleagues, the senators said they were
concerned at implementation of a 1995 agreement with the United
States to open up South Korea's car market to more foreign
imports.

“"Since the 1995 agreement, government-sanctioned policies,
including harassment of citizens who buy or lease imported cars,
have escalated," they wrote (to) Clinton.

They said Seoul's tax policies discriminate against imported
vehicles and in some cases effectively double the price Korean
consumers pay for cars.

The foreign share of Korea's car market is less than one
percent and U.S. automakers have accused Korea of creating a
sanctuary market to help finance new production capacity to
boost sales abroad.

The senators supported a demand by U.S. auto manufacturers
that the administration launch an unfair trade proceeding
against South Korea under the so-called Super 301 trade law,
which eventually could lead to trade sanctions.

The U.S. Trade Representative's office next week will
publish a list of its priorities under the Super 301 law.

U.S. and South Korean trade negotiators will hold a round of
discussions on Thursday and Friday in an effort to resolve the
dispute before the report is released next Tuesday.

But the senators said they were concerned whether any new
agreement would be carried out.

“"We question whether American companies can rely on
agreements to be productive and long-lasting if U.S. automobiles
cannot enter the Korean market on fair terms as already
negotiated,” the senators wrote. "REUTER

RB-- 09/23/97 21:29:00
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