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INITIALS: BC I aec I 

DRAFT DATE/ LETTER DATE: Sep 17 1997 / 

CLEAR WITH: WHCC: 

CORRESPONDENCE ADDRESSED_ TO: 
C/O Mr Andrew H. Card, Jr_ . 
P sid~nt and Chi~£ Executive Of f.1cer 
re . Automobile Manufacturers American 

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

Dear Friends: 

r'Hl:>t:.:1::.h..: 

DOCUMENT TITLE: /slr/p/aama.aec 

CORRESPONDENCE #: 3 6 71314 

CC: ~?':,,~ndwossen, 93 

APPROVAL/E~CL~~g;Esi~;fc;~KLI~{~ 
w/ OSTR S~Jl'q Murphy 56813 . -Jn'4 
~~B-e-ver'le".Y-·,GaJ·~r~~ 

ur.1· ti' ng on behalf of the American Automobile Manufacturers Thank you for .,., 

Association and its mem er companies. b · I share your concerns regarding 

Ko:c:ea' .5 impleinent.ation of it.s commit.rnent:a under the 1995 U.S. -Kor~a 

Automotive Memorandum of Unders~anding. 

The 1995 MOU was an impor~ant first step toward eliminating market access 

barriers ro 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 industry effective access· to the Korean market. We will 

not hesitate to use the tools provided by are trade laws. including Super 

301, if such action is appropriate and necessary to ensure Korea's 
compliance of the MOU. 

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

with you next month to discuas this and other important issues facing th• 
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U.S. automotive industry. Again. thanks for writing. 
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Dear Mr. Piaidcnt: 

om·=- 11 General Motors 

September 9, 1997 

r H\:JL· u__, 

The American Automobile Mmufacturen Association (AAMA) and its member coaipanic:s -
Chrysler Corporation, Ford Motor Compa.ny, and General Motors Corponcion - wish to express 
our growing frusrration wich the Rrpublic of 'Korea's failure to honor its mark.ct-opening commit­

ments under Ko(C<l's 1995 aucomouw: trade agreement with the United Scac~. Closed domestic 
markets a.re uoubling under any circumstancc.s. But chc sicuation is panicululy unaCG.Cpt.ablc when 

it is c.ombincd, as is the c.asc in Korea, with govcmment-dircctcd policia to promote an cxmordi­
nary expansion of exc.a& auromobilc capacity for e:xpan to open markets in the U.S. and around 
the world. We urge the Ad.ministration to respond to Korea's uadc-distorting pracciccs wich scriou.s 

and meuiingful action. 

In 1995, after almost cwo yean of negotiations, the Administration achieved du: U.S.-Kor;a 

6.utomgciyc Memorandum of Un.dcrso.ndine to· lnqg.ss Market Access for F01eign P:!iscn&er: 
V@dcs inJhe Republic of Kor<:a (MOU). We welcomed the agrecmCllt as a modest effort by the 
Korean government to begin reversing iu long·stand.ing palicy of excluding impons from its auto· 
mobile roa.rlttt. On the: b;;a.Jis of that 1995 agreement, AAMXs member companies substantially 

expanded their i.nvc.nmcnts in Kolca with a view to increasing U.S. cxpons to chat countzy. 

Howcvu, despite a promising beginning und~r chjs new trade agreement, Korea has not lived 

up to its ma.rkc:t-opcning commitments. Import sales remain f.a.r bc::low apcccarions. In all Qf 1996, 
Chrysler, ford and General Motors imported less than 3900 vchidc.s into a total Korran mukct of 

1 .6 million vehicles. Owing 1997, the KarcaJ"t government has noc ta.Jc.en any positive action co 
promote imporu. Instead, there has been a host of continuing violations of the 1995 MOU. 

A/V.tf.A bclievc.s that chc Korean government's mainccnancc of a sanctuary aur.omobilc market 
is directly fuding chc Korean auco indwuy's aw~ivc international aparuion. In the f.icc of 
mounting globa.I ovcrc:.apac.ity in autornotive production and dcspice the prccariow financial por.i­
Lion of r.he Korean manufacturers, Korean producers have continued co add capaciry - reaching 

over 3.6 million units in 1996 - and have announced plans to increase production to over 6 mil­
l.ion units annua.lly by 2000. Allowing Korea ro maintain a closed markcc while building huge a.uco 
a.sscmbly capacicy parcnriaJly wiU result in the pcrman~c loss of billions of dollars in U.S. automo­
tive ecporu. 
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The Prc.siden t 

September 9, 1997 

Page 2 

I U • -t ...... ·1_1 ~h .... -'U 

This irrational buildup of excess capacity hcu led to l<orean companies engaging in business 
arn..nge.mcnts which violale intemarion:J trade ruks. The United Sutcs government has now 
joinc<l the European Cornmuniry and Japan u the World Trade Organii.arion in objecting to a dis­
criminatory national ca.r program in Indonesia that benefits a single Korean auco comp~y. 

Chrysler. Ford a!\d Gcner-a.1 Motors arc not alone in oc:prnsing growing exa.spcrac.ion with 
Korea's behavior :u a trading piLCtner. Korea's unfur auto trade practices have also been widely criti­
ciud by other nations ac recent meetings of the Orvniz..ation fur Economic Coop(rac.ion and 
Ocvc:lopmcnt and in a joint vi.sit to Seoul in July with rcprc.scntativc.s of the European Automobile: 
Ma.nuf.i.ccurcrs Association. All efforcs co have the Korean government honor ics commicmcnu to 
fur, open t.rad.e practiCCJ - not only with chc U.S. but wic.h othu trading pa..nncrs as wdl - have 
been mer with complete intransigence. 

We beli~ thac chc Kort4D. govcrrunem's actions unquestionably daervc to be identified as 
priority practices th.at unfairly limic U.S. ma.rkct aCCfiS under Su~1 301. Failu~ by chc: 
Admini.stnrion to insist rhac Korea adopt r~ponsiblc and h.ir automotive: rrade poljcjc.s will make 
it more difficult to expand ac.cc.s.s fur U.S. aucomobilc.s in that ma.rket and will cnco~ l<orea ro 
continue a pattern of iucsponsible uadc: pracrices. 

We look forward to working ""1th the Adrninistration ro incte35e market opporrun..ities fur 
auto c:xporu to Korea a.nd to other markets around the world. 

Sincerely, 

Robert J. Eaton 
Chairman & CEO 
Chrysler Corporation 

John F. Smith, Jr. 
Chairman, President, &. CEO 
General Motors Corporation 

Ala Trotman 
Ch.airman &. CEO 
Ford Mocor Company 

Andrew H. Card, Jr. 
Praidcnc ~ CEO 
American Automobile 
Manufa'1lUCrs Nsociation 

~· 
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Dear Mr. President: 

-:' .. c::samlU:R 
~COAPO-slON ~ m Gener.ii \10fOl"!J 

September 9, '. ~1;17 

The. lrncrican Automobile Manu&cturc; .Associar.ion (AAMA) :tnd ics member com:,:uucs -

Chryslc:r Corporacion, Ford Motor Compmy, and General Motors Cuporacion - w1sh ro aprc:ss 

our growi11i; frustrarion with che Republic of:-::.Orea's future co honor :cs nurket-Qpening cnmmit· 

menrs unJc::r Korea's 1995 automotive trade ar;reemc:nt with rhc Unicc<l Sracc:s. Closed domestic 
markets ;uc croubling under any circumsranccs. Bue the sicu:nion is ?:1..rticularly unacccpuule when 

iris comb:ncd, as is the cue in Ko~. with governmcnr-d.ircctcd. poliClcs co promote :in c~trnordi­
nary cxpa.mion of o:ces.s automobile capacity :-ur o:porr ro open mark::t~ in che US. :ind .iround 

the worlJ. 'W'e urge the Adminisrracion to n:: ?ond co Korea's tradc-di:.t0rt1ng pr.iccicc5 w1 ch scriow 

and me:mm~ful acrio~. 

In 19'.1 S. after almost rwo yeus of negoru;:ions, c.hc Admin.iscr.n.iori achieved the U.~).- ,:_y~ 
Auromori •:-;: 'vic;mor:tndum gf Undi;rsranding ;9 Increase: Market Aw:-;s for Foreign P:i.g;i::1: ·..;~~ 

Vehiclq in rhi; Republic ofKore;i (MOU). ~<": wdc:omcd the agrec::-icnt is a mocic.:..;r dfo:1 Civ rhc 

Korc::i.n g,o·. crrunent to begin reversing its long-standing policy of excluding impor~ from • :~ :iuco­

mobile ma~!.: er. On the: basis of that 1995 agrr:::ment, AAM.Xs -member companies subsr11; t i:l.lly 
ocpandc::J I nrir investments in Korea. with a vi::-N' ro incre:lSing U.S. ariorts to tlut coumr: 

HCYWc :c:r, dc:spicc ;i. promising beginning 11ndcr tlUs new tr:i.dc: agrcc::mc:m, Korc:i has ::<JC lived 
up co its m:uket-opening commitments. Import sales remain far bdow ccpecci.cions. In all of 1996, 
Chrysler, Ford and General Morors imponc:d less tbn 3900 vehicles inro a rocal Korean nurkec of 
1.6 million vc::hide:s. During 1997, the Korean g0vt:mmc:nc has not t:ikc:n any posirjve acri"n co 
promote 1n1 ?Otts. In.nc:ad, there has been a ho~r of c:oncinuing violario 11s of rhe l 9<J 5 ?v10 ij . 

.AA.i'vf.·'._ udicves chat the Korc:an govanmcnc's maincerumce of a ~:rncruary auromobdc .:1arkct 

is directly i"11c::iing the Korean auco industry's ai-_;gressive i.nternacional o:pansion. In c.hc: face of 
mounring )ob~ overcapacicy in automocivc production and de.spice r.hr: preca.rious rlnana:i I posi­
cion of the r~nrean m:mufacwrers, Korean prodl!o:n> have concinucd ro add capaciry - rc.1c'.-11ng 

over 3.6 million units in 1996 - and have :umnunced pl.ans to increas.: producr:ion to ovc:- ,; mil· 
lion w1ir.s :.111nually by 2000. Allowing Kore:i rn maintain a dosed m:irl:c:r ·.11hilc: buudin~ h:,v,e :rnro 
assembly c.~c.•:iciry po(c:ntiallywill result in i:he :'crmanc:lt loss ofbilliom of dollars :n U.S. ~~:wmo­
tivc: expon _; 

·1cmuw;:. 
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This irrational buildup of i:xc.css capaciry h2S led co Korean COu1[i:i11ies engaging in tJ.1s1rn:ss 
arra.ngemc :irs wh.icli violate international tndt: rules. The United Sr::nes govemme:u has :1ow 

joined th.r: i.::uropcan Community and Japan :n die World Trade Org:inizarion in objcctinc, rn a dis­
crirninarorv national car program in Indonesia that benefits a single Korean auto comp:tn·: 

Chn:;ia, Ford :.ind General Motors arc nut alone in expressing gTOwing e:asper.ition :..-irh 
Korea's bdi:i vior 2.S a trading partner. Korea's :.mfair auto trade practices have :also been w1c~c:iy criti­

c:Ucd by olhc:r nations. at recent meetings of th:: Organization for Ecollumic Cooperation :ind 
Devdopmrnt and in a joint visit co Seoul in J1iiy with represcnccive!; of the European Au1 <)rnobilc: 
Manufu.crur::~ Association. All c:fforts to have rhc Korean govcmmc~' honor its cnrnmir.rcr::1ts co 
fair, open rndc practices - nor only with the U.S. but with other twling p;mnc:rs as weli - have: 

been met .v1 rh complete: incransigcnce. 

We br-:i~ rhat rhe Korean govcmmcnt'.s ~ctioru unquestionably dc.~erve to be idenciiied as 
prioriry ;n:icjces char unfurJy limit U.S. marhr access under Super 301. Failure by the 
AdminisH.•"rnn co insist that Korea :idopc responsible a.nd fair auromorivc trade po1iciecs w1J r:ukc 
ir mo~ d: :~:cult to expand accc.ss for U.S. aucumobilcs in that markc: md will enmuragc: <urea ro 

c:onrinue :i. :~:im:m of im:sponsible trade practi·~:=s. 

We louk forward ro working with chc Adminiscr.uion to increase market opportun..ic.ic-~ for 
auto o:.pom co Kore:i. and to other markets around the world. 

Sinccrdy, 

Robert:). E:;con 

Chairnun .:.: CEO 
Chrysler C:>. r:ioration 

John E Sm 1·•!1. Jr. 
Chairman, ·--~5idc:m, & CEO 
Gener.ii \1.·. ·<~ Corpor:uion 

Ala Trot:n;in 

Cluimwn & CEO 
Ford Muwr Company 

Andrew I I. Card, Jr. 
Presiden r & CEO 
Amc:riCJ1 :\urnmobilc 
~,fa.nut:lc,-.,rcr~ 1\ssoci:1uo11 
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NSN 7540...(11-,l17-7Jf.8 5039-101 OENtOAAL SERVICES AC.MINIS i1ATION 

INFORMATION MEMORANDUM 
UNCLASSIFIED 

TO: EB - Mr. Larson .0 
EB/TRA - Joel SpiroTf. FROM: 

SUBJECT: FMC Guidance on W~iver of Fees 

For your information thE: FMC has provided t.he 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 debt 5 when they ar•: assessed - - i.e. , 
upon ent.ry in a port. 

2. Debts cannot be waived or forgiven aft.er they are 
a~;sessed except under criteria (i.e., inability to pay) 
that. are inapplicable tc this situation. 

3. Regulations issued j Jintly by the <;Ao and DOJ, however, 
authorize compromise :Jf :iebts "if the agency's enforcement 
pol icy in terms of deter cence and secw:·ing compliance 01 will 
bE~ served. 4 CFR 103. 5 

4. Chairman Creel has said that there is no evidence yet 
t.hat the FMC' s policies ·1nd objectives will be served by 
compromising these asses3ments: compromise would appear 
appropriate only in extr':tordinary •:i:r.cumst.ances. 

/ 
/ 

DraftE!d; EB/TRA/OTP: RAL()~ La 
SEMA 7985, x799~, 9 1 5_/97 

UN:LASSIFIED 

14!001 
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The President 
The White House 
Washington, D.C. 20500 

Dear Mr. President: 

tinittd ~tatts ~matt 
WASHINGTON, UC 20510 

September 22. 1997 

In 1995, the United States and the Republi..! of Korea si211ed a Memorandum of 
Understanding (MOU) to provide U.S. automobil1~ manufacturers access to one of the largest 
market3 in the world and one of the fastest-growirg mar~ets in Asia. We have been 

monitoring Ko~a's implementat:ion of the 1995 ~rou, and it concerns us greatly that 

automotive imports in Korea rcm&n at less than one percent and that the Korean 

government has viol~ted the 1995 agreement. 

Trade barriers premised on Korean laws and policies designed to undcnninc: trade 
concessions deny U.S. automobile manufacturers .md Korean conswners the benefits they 

had expected Wlder the 1995 MOU and the WfO 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 esc;ilated. Korea bas reclassified minivans 
and sport utility vehicles, effectively boosting im]lort taxes on these vehicles by as much as 
$1,500. Also, Korea's discriminatory automotive taxation reei,me has not improved overall 
and still may effectively double the price consum.~rs pay for an imported vehicle. 

Of equal con~cro is the Wlcertainty Korea· s restrictive policies create for future U.S. 
negotiations with Korea. We que5tion whether American compmiies can rely on agreements 
to be productive and long-lasting if U.S. automobiles cannot enter the Ko~t.ll1 market on fair 

terms as already negotiated. 

The 1995 MOU was a minimal first step tJward opening Korea's automotive market, 

but the government has also shown little willingness to negotiate further market-opening 

l .C /. ·: 
I ' , 

.,,/ _ .. / I . 
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The President 

September 22, 1997 

Page 2 

initiatives or even abide by its 1995 commitments While Korea is ultimately accowitablc 

for remedying the market barriers it has erected w1ilaterally, 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 WJ.fair trade provision and to ;eek further commitments from Korea to 

provide real market access. 

Sincerely. 

Senator John Ashcroft 

~~~ 
Sena,W Spencer Abraham 

~~ 
Senator Mike DeWinc 

~re,. .. se:oTByron Dorgan 

~ 
Senator Richard Lugar 

i!J vv.; 
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The President 

September 22, 1997 
Page 3 

Senator Barbara Mikulski 
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American Automobile Manufacturers Asoociation 
~ m) General Motors 

ANDREW H. CARD, Jr. 
Prrsidenl ind Cltid [mulive Offim 

SEP 25 18=10 

The Honorable Samuel R. Berger 
Assistant to the President 
National Security Council 
The White House 
1600 Pennsylvania Avenue, N.W. 
Washington, D.C. 20500 

Dear Mr. Berger: 

September 25, 1997 

~Jr r1 .-
~ . I - ' . - j .. 

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 30 I" 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 concerns that have been raised about 
Korea's upcoming elections. However, we believe that failure to ace now -- and the 
message which that non-action conveys -- will do far greater harm to U.S. interests than 
proceeding with a 30 l investigation. A new administration in Seoul would in all 
likelihood be reluctant to tackle these tough issues without the incentive of a sec 
negotiating deadline. This is al50 an opportunity to move U.S.-Korea relations forward, 
by showing that the bilateral relationship has matured co 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 existing trade 
agreements. It could also undermine our contin.uing efforts to put pressure on Japan co 
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. 

MUDQUIRTEIS 

1401 H Simi. UI. Suite 100, Wuhlnrtn, D.C. 10005 
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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 marker opening efforts at a later date . 

.::c ~ I"... ~ l\. L"'""' +-....J.. oM-.( ~ 
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American Automobile Manufacturers Association . em IPll Clenerel Motora OBIWA.. ~ ._. 

am~ N. mo, Jr. 
Pmldll 1n• C~l1! E.l .. liH OlftMI 

September 26, 1997 

Jeff: 

I tried to reach you by phone late this afterooon, but I k.now it's a v~ry busy week. 'What I 
wanted to toll you iB that our companies met with Don Phillips and the team negotiating 
with the Koreans this morning. Ba.sica.lly they told us rhat the Koreans brought nothing 
meaningful to the. table yesterday and we don't expect any great surprises from their 
meetings today. 

Don gave us a summary of his ideas for a proposed settlement (attached) and I wanted to 
give you the compnnies' joint feedback: 

1. The elem on ts <:Jf a Wu:ka3e which could be concluded this week, summarized under 
item #I in the 'attae.hed:dQCUment, contain a few elements which are, in principle, 
directionally correct. ·Bue, e.s a whole, the package· conrains no commercially significant 
concessions. We certainly don't believe the package of concessions outlined in tbis 
paper is nearly.c(>mpclling enough to delay designating Korea under 301 on Tuesday. 

. . ·.·. 

2. This document .prcwoses, as a follow-up, advising the Koreans privately that. if they 
ere not more fortbcotll,ing and arc unwilling to effectively address the MOU and other 
market access problems, the US will initiate a Section 301 by June 1998. Ibis is not an 
acceptable b!!Ck~up. 

We believe that, if the:.US is unwilling to designate Korea under Super 301 on Tuesday, 
at a minimum. it should anoounce~µblic}y that it will initiate a Section 301 action, absent 
meaningful market opening progress. kY March 31. 199§. 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 
tariff's. taxes, revcr5ing consumer fears. etc. 

We. appreciate the time and effort which you and your staff are putting into this issue and 
look forward fo 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 b¢ reai;hed at 703-243-8515 or, on my mobile phone, at 202-316-3125. 

Andrew H. Card 

IUDQDlnERS DtnalT OH1CI 
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Outline of Acceotable Packa~e 

L Agreed Measures/ Actions 

P~·~~ 
IJ 5 

~qi'i..~ 

~ 1/J~/11 
Implement equalization of Subway bond-tax rate by October 31, 1997. 

2. Postpone reclassification of Mini vans as passenger vehicle until January 1, 2000. 
Postpone increase in tax rate until January l, 2005. 

3. Announce plans to move to self-certification; target date January l, 2000. 

4. Self-certification pilot program. 

5. 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 I, 1998. 

7. Accept manufacrurer 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 wi.11 achieve 
US objectives. 

l 0. Financing reform: agree to authorize retention of ovmership papers by April 1, 
1998. Agree to instirute collateralization system that will facilitate auto sales and 
leasing in 1998. 

11. Market Access/Registration Data - implement by 111/98 

II. Reinvigorated Bilateral Dialogue 

1. Agree over the 1998 and 1999 Calendar year to consult at least rwice 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 
objectives of the MOU with view towards effectively addressing any problems. 
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US Actions 

1. 

2. 

US will announce (as part of the Super 30 l report) that it will review the 
implementation of the agreement and the extent to which its objectives are being 
;:ichieved by June I, 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 un'Wi!ling to 
address effectively problems which are preventing the MOU from achieving its 
objective, the USG '.Nill initiate a 30 I 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.) 



t_, lj 1_...: 

Super301 back-upl'uposal c~~w:J-'\\ i,,'>r-~~ 
Announce publicly that Korea's automotive restrictions will 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 occwring.] 

• Absent sufficient, meaningful progress in meeting the obligations of the Memorandum of 
Understanding, a Section 301 case ..... 111 be opened on February l, 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 necess.11)· leverage to continue to negotiate meaningful concessions 
from the Koreans, and will address foreign policy concerns associated with the elections. 



American Automobile Manufac.turers Association 
c~ ED a General Motors 

The: Pre.sidcnr 
The Whirc House 
Washington, D.C. 20500 

Dor Mr. Proidcnt: 

September 9, 1997 

The American Automobile: Mmuhcturen Association (AAfv!A) a.od its member coaipanic:s -

Chrysler Corporanon, Ford Motor Compa..cy, 2nd G<nera.l Mocors Corpon.cion - wlih to cxprcs.s 
our growing frusrntion wich ch<'. Republic of Korea's fa.il1Jrc to honor its ma.rkcc--opening commit­

mcntS under Korea's 1995 au.tomoci~ trade agreement with the United Scaces. Closed domestic 

markets 2.IC uoubling under any circum.stancc.s. Bue the siruacion is particularly unac.c.cptablc when 

it is combined, as is ch.e case in Korea, with govcmmcnc-d.ircctcd policies to promoce an c:xmord.i­
nary cxpan$ion of e.xe.a& auromobile c.apaciry for apan to open markets in chc: U.S. and around 
the world. We urge the: Administration to respond to Korea's uadc-discorting praccica wich serious 

and meaningful ac:tion. 

In 1995, after almost cwo years of negowrioo.s, the Ad.ministration achieved the !J,S.-Ko~a 
6uto.moriye Memorandum of UnderstAAd.ine t:o lnqg..sc Mark.cc A.ccess for fQreir;n Pwsngcr: 
Vffiidcs in the &;public of Kor<:a {MOU). We welcomed the agreement~ & modest cfforr by the 
Korean government to begin reversing its long·sta.nding palicy of excluding imports from its auto· 

mobile mule.ct. On che b:uis of chat 1995 agreement, MM.Ks member companic:s subnant.ially 
a:pandc<i their investments in Korea with a view co increasing U.S. cxpons to that country. 

However, despite a promising beginning under this new trade agrc-cmcnt, Korea has not lived 
up to its market-opening commitmcnu. Import s:a.lcs remain &r below apcccations. In all Qf 1~96, 
Chl)"lc:r, Ford and Gc1tcn.1 Motors imported lc.s.s than 3900 vehicles into a total I<orc::i..n market of 
1.6 million vehicles. During 1997, the Korean government has not talc.en any positive action to 

promote imports. Im~tcad, there has been a host of continuing violations of the 1995 MOU. 

A/\}.,{A believes cha.t chc Korc:in government's mainccnance of a sanctu.uy automobile market 
is directly fueling rhe Korean auro indwuy's aggressive international exparuion. In che b.ce of 

mouncing global ovcrc.ap:acicy in automotive produetion and dcspit:e the ptccariou.s financial posi­
t.ion of the Korean manufuccurcrs, Korean producers have c.onrinued to add ca.paciry - rca.ch.inG 
over 3.6 mill.ion unirs in 1996 - and have announced plans co increase production co over 6 mil­
lion unit.s annually by 2000. Allowing Kor~ ro ma.inu.in a clos.cd markcc while building huge auto 

a..ucmbly capacicy pccc:nrially wiU result in the pcrman~c loss of billions of dollus in U.S. automo­
tive c::xporu. 

WUJQUU'J~S 

14411 Uittl. l.I. hill HG. lmrillt11. l.C. HOIS 
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The Prc.sidcnt 

Septembu 9, 1997 

Page 2 

This irrational buildllp of excess c:apacicy has Id to Korean companies engaging in business 

a.rr.ingcmc:nt.s which violace intcmacion.l.! trade rul~. The United Stares go~rnment ha..s now 

joined the European Cornmuniry and Japan ac the World Trade Organiurion in objc:rnng co a dis­
cnminacory national ca.r program in Indonc:si~ th2r benefilS a single Korean auco company. 

Chrysler. Ford wd Genera.I Motors :v-e noc alone in c:xpft's.sing growing ~pera.cion with 
Korea's bchav:ior :u a trading pil!'tnec. Korea's unfur auto trade practices have: also been widely crici­

ciud by other nations ac recent meetings of the Organiz.at.ion for Economic Caoperacion and 
Development and in a joint visit to Seoul in July with rcprc..sc:ntacivc.s of the European Automobile 
Ma.nufu.cturcrs .Association. All efforcs co have the Knrean government honor ics commirmcm::s to 
fur, open trade practices - not only v.r1rn chc U.S. buc with other c.rad.ing p:m.ncrs as wdl - have 
been mer with complete: ictra.nsigcncc. 

We: beliC'Y'C thac the Korean govcrrunenr's actions unquestionably dacrvc co be: identified a.s 

priority practices char unfairly limit U.S. market a.~ undc:c Su~c 301. Failu~ by the 
.Administnrion to insisc chat Korea. adopt responsible: and fur aucomoti~ trade poljcic.s will make 
it more: difficult to expand accc.ss for U.S. aucomobilc..s in that mack.ct and will encourage l<oru co 
continue a pacrcrn of irrc:.sponsiblc trade praccices. 

We look forN6!d to working-with the Administration ro i.nc.rcase market opponurutics fur 
auco exports to Korea and to oc.hcc ma..rkcts a.round the world. 

Sina:rdy, 

Robert J. Eaton 
Cha.i.rm~ /!£. CEO 
Chcyslcr Corpora.uon 

John F. Sm.ith, Jr. 
Chairman, President, &. CEO 
Gcncra.J Motors Corporation 

Ala Trotman 
Chairman & CEO 
Ford Motor Compa..ny 

Andrew H. Card, Jr. 
Praidcnc ~ CEO 
Amcric.in }u.nomobilc 

Manufuaurcrs As.sociacion 
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Dale K.ildee David Bonior 
Martin Fros: Lane Evans 
John Conyers Ron Dellum.s 
Sue Kelly Phil Engliili 
John Lewis Jim.McGovern 
Jim Barcia Howard Berman 
Richard Neal Louise Slaughter 
Ron Klink John Peterson 
[repeat] David Mcintosh 

Dick Lipinski Debbie Sta.benow 
Donald Payne Sherry Boehl.ert 
James Walsh Marcy Kaprur 
Sidney Ya1es Dick Gephardt 
J.C. Wansi Jr. Joe Knollenberg 
Lynn Rivers Dave Camp 
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Frank Pallone, Jr. Steve LaTourette 
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The Honorable William Jefferson Clinton 
President of the Unites Stares 
The Vlhite House 
Washington. D.C. 20500 

Dear Mr. President 

September?. .3. 1997 

We are VvTiting ro urge you to designate the Republic of Korea's auromotive trade policies 
as "priority practices" under the Super 301 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 destiriation for U.S. exports. Despite the efforts of the U.S. government and the 
world's auromakers, however, the Korean market remains closed to non-Korean cars and trucks. 

Two years ago, yc:.ir Adminisrration 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 sm~ll 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 ta.ken steps, such as the threat of 
special tax audits, to officially discourage the purchase of imports. Moreover, Korea continues 
to levy an array of nine separate taxes, in addition to an irnpon tariff, 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 30 l. But because we have alre3d)' negotiated an agreement which these actions clearly 
violate, we believe that designation under Super 30 l is unavoidable. It is our understanding mat 
the Korean government has been less than willing to negotiate further market-opening initiatives. 
despite the conrinued low level of auto imports in Korea. We urge you to take strong action 
under L'.S. lJ.w to g~!n Korea's coop~ration in opening its market 10 U.S. auto expom. 

Sincerely, 
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OF BC LETTER 

INITIALS: BC I aec I 

DRAFT DATE/ LETTER DATE: Sep 17 1997 / 

CLEAR WITH: WHCC: 

CORRESPONDENCE ADDRESSED_ TO: 
C/O Mr Andrew H C3rd, Jr . 

d. d Chief Executive Officer 
Pres1 enc an b. 1 Manufaccurers American Autorno l e 
Associat::ton 
Headquarters 
Suit8 900. 1401 H Screet. N. W. 
Washington, D C. 20005 

Dear Friends: 

II 

DOCUMENT TITLE: /slr/p/aama aec 

CORR.ES POND ENCE #: 3 6 71314 

Thank you for wr.iting on be. a o e h lf f th American Automobile Manufacturers 

Association and itg member companies. I share your. concerns rega:cding 

Ko:cea's implernent.ationof its commitments under the 1995 U.S.-Kor~a 

Automotive Memorandum of Understanding. 

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

barriers co t:he 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 internacional trade agreements is a 

top priority of my Adrniniscration -- we will continue to press Korea to 

undertake additional measures to eliminate trade barriers that deny the 

U · S. automotive industry effective access to the Korean market. (We will 

no~ hesitate co use the tools provided by are trade laws. including Super 

3O1, if such acU.on is appropriate and necessary to en.sure Korea· s 

complicince of the Mou.--i --0---

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

wich you next month to discuss this and other important issues facing the 



U ~ automotive i~dust~y Again. chank3 for writing 



Lee, Malcolm R. 
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"BC-TRADE-KOREA-USA 

SitRoom 
Tuesday, September 23, 1997 10:21 PM 
Bader, Jeffrey A.; Gagnon, James M.; Kristoff, Sandra J.; Kyle, Robert D.; Lee, Malcolm R.; 
Norris, John J.; Pritchard, Charles (Jack) L.; Suettinger, Robert L.; Panerali, Kristen E. 
TRADE-KOREA-USA 

INTERNATIONAL 
Reuter 
RUSH 
970923213122 R0159635 

"U.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 
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