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Vehicle Sales in Korea
Total 1996 Sales - 1,654,447

Korea Automakers' Market
Share
99.38%

Total Auto Market Share
0.62%
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Share of the Korean Auto Market by Manufacturer
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Many See Prot
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By Donald Kirk

tHie Hecald babuane

Nl to

SEOUL - Buy a foreign car,
aned yoan Lace a tax awdie

Tt 1 the Tear of potential buy-
cis e Sauth Korea, according 10
tarcipn autonahers and ndustry
reprasentatives, wha'put pant of the
Liune on the couatry's so-called
T ahity canpaign,

Wiile South Korean authorities
have distanced themselves from’a’
campatgn by local consumer. or-
gantzations aimed at cutting down
an luxury goods, many foreign ex-
coutves here still suspect that these
1> otticial support behind the anli-
Hnpoily drive.

“I'he frugality anti- lmpnrl cam-
patgn has really hurt dmpons,™
Wavne Chumlc.y, président, of ;.
( |||):|cl' Korea, said. *:Customers
have o perception, if they buy our;
impott, they 'l get audited.”” :;

o widespread claims of . ressuire
azanstimports, has asswmed foreign § IH
chanibers of commerce thatjthey .
Irugabity campaignis strictly **avols;;
untiny movenient by civie groups'’, K%
andd thist the government has cn‘)h_
on officials not to wrget “ccnamr
groups of people or goods.”
The tax administration,

for its

,'N’I.mut.xc!ur;rs Associalion
‘Reuters on Monday. .

,k,munufaclurcrs:of .mlpmoblles but
The Ministry of Trade, sensitive

hall of 1996. Forcign ¢ar sales for
the year are expected o hover
around 10,000, down from 15,747
inall 196,

Despite “Ilcrculc.m cfforts,”
auto manufacturers inl the United '
States and the Europeah Union last

year were able to capture only 0.6

percent of the South Kavean market

for all vehicles and 0.8 percent for |

nssenger cars, Andrew Card, pres-
ident of the Ameucan f\mumpbm_
tokl

Other countries in the Org\m-
zation for Economic Cooperation
and Development have import pen-

-~ etration rates of between 25 percent
.and 75 percent,-Mr. Card said. -,

“This is a very, very closed mar-
ket and one Yhat should be opened

?up," Mr. Card said, *!not Just be-

.canse it presents opporlunlucs for

more significantly; because: it rep-

resents q.onpqrmnmcsur for : con-
sumers.;

facturers by .citing what is- Viewed.
“here as an’ economickslump. Not,
even the latest- estimate froni the 5
" Bank of Korea, predicting a ‘63
percent increase in gross domestic

e - Tl -
South Kéréans nflcn eXplmn the
z difficulties facing fofeign; manu-

';g;

!, v Veul Buker/Rouiors °
'Andrew Card urges opening
Soulh Korea's. auto market.

patt, said ithad ordered bureaucrats : product for the second half of this | pmblle lmp()rlc.rs und D|slr|bmors

to calb off the audits of tax returns of
buyers of foreign cars. .
Olficial  statements, lmwcvcr,
miay not change old habits. South
Kuoreans bought just 4,707 foreign
Cais i the Tist six months of this

+year and an increase of 5.9 percunl

“for the year, has had much ympact. *

**The downturn of {he éddnomy
influencés our potential custom-'
ais,”’ said Yoon Dae Sung, exec=

utive director of the Korean Auto- .-

-

g.ssucmlmn which represents fnr-
ign dealers and manufacturers. "
~In' fact, overall domestic molor
.vehlclc s.lles have fallen sharply,™
“from 682,169 in the first five
months of last year to 595,891 for

TTRAN Y ARt AW e

the same period this year. Exports,
however, rose 10 590,000 units Irom
585,921 for the same period, and
total sales of Somh Korean vehicles
are likely to match, if not exceed,
last year's total of 3,054,071 units.

**Psychologically, people are -

very negative abomt buying a for-
eign car,”” Mr. Yoon said. *“They
are convinced they could get some
disadvantage. They are thinking
there could be a tax audit. The
government says no audit, but our
customers don't believe'it."”’

Motor-vehicle importers are not
the only ones to suspect official
support for what they see as an anti-
import campaign.

1e American charge d'affaires,

Richard Chmlcnsom has warned
he erectioniof new bat-
ainst - the, common  prin-
2:0f . the  OECD - and, Illc-
orld,,'l‘radq Orgamzpuon
Mr2 hristenson’ 'S .

{orea,; 10’ ‘intmbers’in which he re-.
marked that. ‘the frugality campaign
ls problcmauc" for importers,

*Importing -any._kind of con-
sumcr gdods ‘is. not, easy,” said
“Kenneth Merron, esident of Es-
tee Lauder’s Soull Korean affil-
ddate,- ECLA. **Periodic oulbreaks
" of anti-import acuvmcs aresortofa
“knee-jerk reaction.’

Government call§ fora slowdown
il consumér spending persist even
though exports are likely to goup by
more than 15 percent in the second

~ adventisements

- remarks:.
e jone, ,of ;4. letter from’
3 rown,apmslden( of the:™
mcncnn ‘Chamber of Commerce in-

ectionism in Seoul’s I'rugality

year, down from § ()()‘1 in the ﬁrsl

half of this year, to about $75 biltion,
according 1o the Bank of Korea.
Imports will probably edge up 10
about $80 billion for the second
hall. I
Still,  South  Koreans  warn
i\}_.,ulillsl letting down their guard. -
“Ihis 1s just adeveloping coun-

fry,”” saidd Park Chan Sung, chair-

man of the Citizen’s Movement

Center for Anti-Overconsumption,
a grouping linanced, he saud, by
donations [rom -religious organi-
zations. *'1t's 100 carly lor us. Av-
erage spending is almost as high as
advanced countries."”’

On atable’in Mr. Park’s office are
in Soumh Korean
magazines for forcign cigarettes,
cosmetics, liquor + and — motor
vehicles. “*Korea imports a lot of
high-priced consumer products from
Lumlm and the S1ates,”” he said.

a Alsbury, prcsuluu of BAT
PLC's Korean unit, sees govein-
ment influcnce in the efforts of the
government-owned  Korea  "lo-
bacco & Ginseng Coip.. 10 hold
down the sale of foreign tobacco —
not tegal atall here until 1988 — to

" fust 10 percent of the market.

.t

They have a strong campaign
against retaiters,”” Mr. Alsbury
said. BAT's products cling 10 a
scant | percent of the South Korean
mairket. *Chey tell retailers, if they
scll toreign cigarciles, lhcy won'l
give them Korean cigarettes.”
“*Nottrue,”” counters Park Kang
Jue, nmna;,m;, duccmr of Korca
Tobacco & Ginseng. “*There Ib no
limitation on foreign tobacco.™’
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Korea must face
its duties as an
economic adult

Nearly 45 years after the end of a bitter fratricidal
war with the North that left it in ruins, South Korea
has emerged as one of the world's most modern and dy-
namic economies, a manufacturing powerhouse that
floods the world with high-tech goods ranging from
computer chips to supertankers.

Korea is no longer a “‘developing” economy. It's time,
then, for it to accept the responsibilities of economic
adulthood.

Later this month, a joint mission of U.S. and Euro-
pean carmakers will visit Korea to try to head off what
they agree has become a common threat: the Korean
auto industry’s increasingly aggressive, and disruptive,
export ambitions.

Even as new-vehicle sales in their home market ap-
pear to have peaked at about 1.5 million to 1.6 million
units a year, Korean makers have installed the capacity
to build 4 million cars and trucks a year.

Construction already under way will raise that to 6
million units a year shortly after the turn of the centu-
ry. The difference between 6 million produced and 1.6
million sold at home? Exports.

At the same time, the Koreans have used regulations,
fees and outright artifice to keep their own market ef-
fectively closed to imports. In stark contrast to Korea's
export plans, the Big 3 sold only 3,900 vehicles there
last year and the Europeans about 10,000.

The trade mission, headed by Andy Card, president
of the American Automobile Manufacturers Associa-
tion, and Camille Blum, chairman of ACEA, the Euro-
pean carmakers’ association, will again try to convince
Korea of its responsibilities to fair trade.

The Koreans would do well to listen — and to draw
the proper inferences from being approached by a joint
U.S.-European trade delegation. It's easier, after all. to
block a one-way alley than a two-way avenue.

S99/YEAR; $IJ/COPY
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By Sohn '!‘ae-eoo
Sul!nporur

The Umted Smes and most European
nations commonly beheve !hat Korea’s,

e T

efforts are in-

that . govem- ! ~
ment steps are
needed to fur-
ther open the
local car mar-
ket. said visit-
ing foreign au- §

.. ¥,
' 10 representa- ;,'..,

tives - yester- 1
day. -
“It. is q\me .. Andrew Card' '
surprising that
the Seoul gov-
emment has failed 10 keep its &l;ozmse
made in May — to prevent the frugaliry
campaxgn from adversely affecting auto
imports,” said Andrew Card, chaurman
of the American Automobile Manufac-
turers Association (AAMA).

Al a news conference, the U.S. auto
industrialist said that American au-
tomakers have tried hard ta increase
their access to the local market since the
signing of a memorandum of under-
standing (MOU) betwcen the two coun-
tries in 199S.

“But the market share of imported cars
in the first half of this year dropped 5.12
percent, indicatng the insufficient level
of market opening here,” he said.

Noting that their ongoing tour is
aimed at promoting market liberaliza-
tion and expansion of their access to the
local auto market, the U.S. businessman
said that he and his European counter-
parts have called for Karean government
officials to refrain from promoting the
austerity drive; improve heavy and over- -
lapping motor taxcs, and to dercgulate

wn

U.S., EU call Jor efforts to
further open auto mart

xhe nauon 5 safety proval systcms
- Card confirmed that the AAMA has

' requested that the U.S. government

launch trade mvesnganons mto Korea 3
auto market. " T

“T1 don’t )cnow whether ‘our govem

Super 301 Clause on the issue, but I
think that they will take acdan one way

- or another.” he said.*

Camille Blum, secsetary ene:al of the
ACEA (Association de éonstmctcurs
Europeen d’Automobiles). said that
most participating nations in the latest
OECD Autn Workshnp hold the com-
mon view that Korea's car-market-open-
ing is far from sufficient, and were con-
cemned about it.

“There are too many and burdensome
taxcs on autos in Korea, in addition to
various certificates and approvals, pos-
ing big stumbling blocks to market ac-
cess by foreign carmakers,” the
European businessman said.

Commenting on Kia Group’s de facto
bankruptcy, the foreign auto representa-
tives said that a too rapid expansion in

capacity appeared to be behind the major -
- automaker's failure, and added that

some kind of mdust.nal restructunng is
necessary. .

The vnsmng ofﬁcxals also blamcd
Korea's taxes on autos for their failure to
more succcssfully market small cars
here.

On the aggressive fomgn_duect in-
vestments made by Korean carmakers,
pardcularly in Europe, Camille said that
most Europeans do not know how the
Korean firms could mobilize such huge
amounts of financing. “It is tue that we
have doubts over their capacity to con-
centrate such massive funds,” he said.

Asked whether the ongoing price cut-
ting by some U.S. carmakers could be
regarded as dumping, Card replied that
supplying cars at low prices will benefit
Korcan consumers.
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EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF THE UNITED STATES TRADE REPRESENTATIVE
WASHINGTON, D.C. 20508

UNCLASSIFIED with

~CONFIDENTIAL ATTACHMENT
February 2, 1998
TO : Members of the Trade Policy Staff Committee
FROM : Frederick L. Montgomeryjﬁq
Chairman ’

SUBJECT: WTO Working Party on State Trading Enterprises:
Revised Notification Format

Attached is TPSC Draft Document 1998-14, WTO Working Party on
State Trading Enterprises: Revised Notification Format. The
paper has been approved by the TPSC Subcommittee on State
Trading.

Please phone your clearance to Gloria Blue(395-3475) by COB,
Wednesday, February 4, 1998. Questions or comments should be
phoned to Barbara Chattin (395-5097).

Attachment

UNCLASSIFIED with
—CONHDENTHATL AT TACHMENT
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