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Office ofthe United States Trade Representative 
Office of the General Counsel 

600 17th Street, NW, Room 223 
Washington, DC 20506 

tel 202.395.3432 
fax 202.395.3639 

301 Committee 

Member Aqencv Phone/Fax 
Bruce Miller Commerce 482-3703/5875 
Debra Henrikson/Tom Barlow Commerce 482-

6299/6097 
Jean Grier Commerce 482-3215/4076 
Chris Webster State 647-1983/6540 
Jonathan Semis State 647-1549/6540 
Whit Warthin Treasury 622-1733/1731 
William Schall Treasury 622-0208/1731 
Dianna Wanamaker Agriculture 720-1330/6556 
Joanne Sa(jler Agriculture 720^128/0876 
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Stu Chemtob Justice 514-2523/4508 
Lawrence Finfer Interior 208-7786/208-4867 
Nancy Schwartz/Mike Casella OMB 395^594/5770 
Andrew P. Gilmour Defense 703-697-1130/695-1495 
Jon Haveman CEA 395-3310/6853 
Lael Brainard NEC 395-5104/6853 
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Dan Leahy ITC 205-3141/2139 
Bernestine Allen/Dennis Marvich Transportation 366-9545/7417 
David vanHoogstraten EPA 260-8882/3828 
Linda Horton HHS/FDA 301 -827-3344/443-6906 
Dan Shepherdson ITC 205-2598/2616 

From: 

Date: 
Subject: 

Irving Williamson, Chairman, Section 301 Committee 

October 20,1997 Pages Including Cover: 1 
FR Notice on Korean autos 

Attached is the proposed Federal Register notice initiating the Section 301 investiation 
on Korean barriers to auto imports. We will have a Committee meeting on Tuesday 
October 21 at 10 a.m. in room 403 to review the FR notice on Honduras IPR. 

[Billing Code 3 190-0 i-M] 
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[Docket No. 301-115] 

OFFICE OF THE UNITED STATES TRADE REPRESENTATTVE 

Initiation of Section 302 Investigation and Request for Public Comment: Korean 

Barriers to Auto Imports 

AGENCY: Office of the United States Trade Representative 

ACTION. Notice of initiation of investigation; request for written comments. 

SUMMARY: The United States 'J'rade Representative (USTR) has initiated an 

investigation under section 302(b)(1)(A) of the Trade Act of 1974, as amended (the Trade 

Act), with respect to certain acts, policies and practices of the Govemment ofthe 

Republic of Korea that pose barriers to imports of U.S. autos into the Korean market. 

USTR invites written comnients on the matters being investigated. 

DATES: This investigation was initiated on October 20, 1997. Written comments from 

interested persons are due on or before noon on Tuesday, December 2, 1997. 

ADDRESS: Office ofthe United States Trade Representative, 600 17th Street, NW, 
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Wasliington, DC 20506. 

FOR FURTHER INFORMATION CONTACT: Sean Murphy, Office of Asia and the 

Pacific, (202) 395-6813, or Geralyn Ritter, Office ofthe General Counsel, (202) 395-

6800. 

SUPPLEMENTARY INFORMATION: Executive Order No. 12901 of March 3, 1994, 

as extended by Executive Order No 12973 of September 27, 1995, regarding the "Super 

301" annual review, provides for the LfSTR to identify priority foreign countP)' practices, 

the elimination of wliich is likely to have the most significant potential to increase United 

States exports, either directly or tluough the establishment of a beneficial precedent. 

Accordingly, on October 1, 1997, the USTR identilied as a "priority foreign country 

practice" the Govemment ofthe Republic of Korea's barriers to auto imports. (See 62 FR 

52604 of October 8, 1997) Specific Korean practices of concern include an array of 

cumulative tariff'and tax disincentives that disproportionately affect imports, onerous and 

costly auto standards and certification procedures, auto financing restrictions, and a 

climate of bias against imported veliicles that Korean officials have not effectively 

addressed. XVliile some of these bairiers were addressed in a 1995 bilateral agreement 

between the United States and Korea, implementation of that agreement has been 

disappointing, especially as new practices have been introduced that undermine the 1995 

agreement. Although some progress was made during recent bilateral negotiations to 

improve market access in Korea for foreign automobiles, Korea was not prepared to 

undertake the refomis which are necessary for real opemng of its autos market. 
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Meanwhile, Korean auto manufacturers are expanding domestic capacity, wliich is 

forecast to rise fi-om 2.8 million to over 5 million units by the year 2000; more than 50 

percent of this production is intended for export. 

Investigation and Consultations 

E.xecutive Order No. 12901 requires the USTR to initiate an investigation, 

pursuant to section 302(b)(1)(A) ofthe Trade Act, of any "priority foreign country 

practices." On October 20, 1997, the USTR initiated an investigation with respect to 

certain acts, policies and practices of the Government ofthe Republic of Korea that pose 

bamers to imports of U.S. autos into the Korean market. Pursuant to section 303(a) of 

the Trade Act, the USTR will seek consultations with the Government of Korea 

concerning the issues under investigation. USTR will seek information and advice firom 

the appropriate representatives provided for under section 135 ofthe Trade Act in 

prepanng the U.S. presentations for such consultations. 

Public Comment: Requirements for Submissions 

Interested persons are invited to submit vvnitten comments on the acts, policies 

and practices of the Govemment of Korea that are the subject of tliis investigation, 

including the amount of burden or restriction on U.S. commerce caused by these acts, 

policies and practices, and the determinations required under section 304 of the Trade Act 

regarding whether they are actionable under section 301 and, if afiimiative, the 

appropriate action to take in response. 

Comments must be filed in accordance with the requirements set forth in 15 CFR § 
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2006 8(b) and are due no later than noon on Tuesday, December 2, 1997. Comments 

must be in English and provided in twenty copies to: Office ofthe General Counsel, Attn: 

Korea Auto Livestigation, Room 223, USTR, 600 17th Street, NW, Washington, DC 

20506. 

Comments will be placed in a file (Docket 301-115) open to public inspection 

pursuant to 1 5 CFR 2006.13, except confidential business inforniation e.xempt from public 

inspection in accordance with 15 CFR 2006.15. Confidential business information 

submitted in accordance with 15 CFR 2006.15 must be clearly marked "BUSINESS 

CONFIDENTIAL" in a contrasting color ink at the top of each page on each of 20 copies, 

and must be accompanied by a nonconfidential summaiy ofthe confidenlial information. 

The nonconfidential sununary shall be placed in the file that is open to public inspection. 

An appointment to review the docket (Docket No. 301-115) may be made by calling 

Brenda Webb (202) 395-6186. The USTR Reading Room is open to the public from 9:30 

a.m. to 12 noon and 1 00 p.m. to 4:00 p.m., Monday through Fnday, and is located in 

Room 101 

Irving A. Williamson 

Chairman, Section 301 Committee 
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October 1997. No. 87 A monthly newsletter covering Korean trade and economic developments 

WANTED: A New U.S. Approach to Korea's Auto Market 
by Sang-}ik Lee* 

On October 1, United States Trade 
Representative Charlene Barshefslcy 
identified Korean automobile 
policies as a Priority Foreign Country 
Practice under the "Super 301" 
provision of U.S. trade law. USTR 
raised specific concems vv̂ ith Korea's 
auto tariffs; taxes; standards and 
certification procedures; auto 
financing regulations; and the 
"climate of bias against imported 
vehicles." 

USTR's decision came as a shock to 
many Koreans. They believe that the 
U.S. has made difficult demands in 
recent auto negotiations. Korea's 8 
percent auto tariff is no higher than 
those of Canada and the EU. For 
environmental and energy-saving 
reasons, Korea has a tax system vi^ith 
varying rates based on engine sizes, 
applied equally to imported and 

The U.S. recorded 
a $11.6 b i l l ion 
trade surplus 

w i t h Korea in 1996. 

Koreans now f i n d 
i t d i f f i cu l t to 
understand 

U.S. complaints of 
"market barriers." 

Korea's auto market has been fully 
open only for the past few years. 
During this period, U.S. passenger 
car sales in Korea have grown 
rapidly: 83.4 percent in 1994, 47.5 
percent in 1995,71.7 percent in 1996, 
and 32.9 percent during the first half 
of this year. The U.S. and other 
foreign makers have done re­
markably well with what they have 
sold, mostly large and luxury cars. 

domestic autos. The majority of Al l the passenger cars with 4 liter 
countries, including the U ^ . , have engines or larger in Korea are 
similar taxes. Korean certification 
standards are based on WTO rules. 
And, the U.S. discussion on the so-
called "climate of bias" has been 
vague and anecdotal. 

Furthermore, the Super 301 
designation came at a very difficult 
time for Koreans. According to 
Korean customs statistics, the U.S. 
recorded a $11.6 billion trade surplus 
with Korea in 1996. With this trade 
imbalance growing even faster this 
year, Koreans f ind it diff icult to 
understand U.S. complaints of 
Korean "market barriers." 

foreign-made. In the segment with 
engine sizes between 3 to 4 liters, 
foreign makers currently enjoy 40 
percent of the market share. 

Koreans may view 
the U.S. automakers 
as being incapable 

of competing against 
Korean and European 
automakers in Korea, 

without the help of 
the U.S. govemment. 

That is good news. I sincerely hope 
this trend of strong growth continues. 
I believe, as many Korean_business 
people do, that Korganconsumers 
and Korean business share wi th 
foreign automakers a common 
interest in keeping the growth of 
foreign auto sales booming in Korea. 

However, I have two concems. First, 
the U.S. auto makers' reliance on the 
U.S. govemment, such as its pressure 
for the Super 301 designation, may 
send the wrong signal to Korean 
consumers. Korean consumers may 
be led to believe that the U.S. auto 
makers cannot compete in Korea 
without the help of the U.S. 
government. 

My second concem lies in the fact 
that most imported passenger cars 
have 2 liter engines or larger. 
Unfortunately, only 14 percent of the 
new cars sold in Korea —foreign and 
domestic —fall into this large-size 
category. I believe that this mismatch 
between foreign supply and Korean 
demand needs to be addressed 
before a substantial foreign share can 
be realized in the Korean auto 
market. 

Based on the success achieved so far, 
I hope that U.S. automakers w i l l 
devise a new strategy towards the 
Korean market, hopefully, with more 
emphasis on marketing and less on 
confrontational solutions. 

* Sang-Jik Lee is the President ofthe Korea Intemational 
Trade Association's Washington Office. 

Published by the Washington, DC Office ot the Korea International Trade Association (KITA). 1800 K St. NW, #700. Washington DC 20006. Tel: (202) 828-4400, Fax (202) 828-4404 KITA Is a private 
business association representing tho interests of Korean companies engaged in International trade and Inveatment. Headquartered In Seoul, KITA is supported by more than 65,000 member companies. 
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THE WHITE HOUSE 

WASH INGTON 

September 30, 1997 

INFORMATION 

MEMORANDUM FOR THE RESIDENT . ̂  

FROM; 

SUBJECT: 

SAMUEL BERGER̂ ĝ—s -
GENE SPERLIN 

c<=>p; ^ 
I QLr, 

\ 

Designation of Korea under Super 301 

I f you wish more information on this matter, or to direct 
Charlene to act otherwise than indicated below, you need to let 
Dan know by Wednesday morning. 

USTR must release by tomorrow i t s report of i t s annual "Super 
301" review of f o r e i g n country trade practices that are 
s i g n i f i c a n t b a r r i e r s to U.S. exports. Ambassador Barshefsky 
proposes to i d e n t i f y Korea's r e s t r i c t i o n s on auto imports - as a 
" p r i o r i t y f o r e i g n p r a c t i c e , " which w i l l e n t a i l i n i t i a t i o n of an 
i n v e s t i g a t i o n that must r e s u l t w i t h i n a year i n e i t h e r a c t i o n by 
Korea to r e c t i f y the market access problems, or actio n by the 
United States to r e t a l i a t e f o r these p r a c t i c e s . 

The Big Three have p e t i t i o n e d f o r Korean auto practices to be 
named. Relevant agencies and o f f i c e s agree that the trade 
p o l i c y merits of the case are strong: the Korean government 
maintains t a x a t i o n and regulatory schemes which de facto 
d i s c r i m i n a t e against f o r e i g n auto makers. Moreover, the 
government p e r i o d i c a l l y wages intense a n t i - i m p o r t campaigns by, 
for example, threatening to conduct a tax audit on any Korean 
r̂-on<:iiyT̂ Pj;__who buvs 3 fo r e i g n car.' TrflporLs "accoiiiTE FU wer than 
1 % of Korea's domestic auto salag. Meanwhile, Korea plans to 
b u i l d on i t s p o s i t i o n as t h i r d largest auto exporter i n the 
world by increasing i t s production capacity by 40% i n the next 
few years and use i t s h i g h l y protected market as a base f o r more 
exports 

Despite an agreement worked out between USTR and the Korean 
government two years ago, the s i t u a t i o n has not improved. USTR 
and State have been r a i s i n g essencially the same problems w i t h 
Korea since 1993, w i t h l i t t l e t a n g i b l e a c t i o n by the Korean 

cc: Vice President 
Chief of S t a f f 



government. Indeed, during t h i s period the Korean government 
a c t u a l l y renewed i t s anti-import campaign. 

Naming Korea's auto import r e s t r i c t i n g practices under Super 301 
w i l l increase the c r e d i b i l i t y of our. market access e f f o r t s 
(which, i n c i d e n t a l l y , should be of some help i n our e f f o r t s to 
obtain f a s t - t r a c k a u t h o r i t y ) . While recognizing the trade 
p o l i c y merits of t h i s decision, NSC notes that the Kim 
government i s i n i t s waning days and i s intensely unpopular. 
Thus i t cannot do anything to resolve the issue before i t leaves 
o f f i c e i n February. Also, naming Korea now could i n ] e c t t h i s 
issue i n t o the p r e s i d e n t i a l campaign there, w i t h the p o s s i b i l i t y 
that each candidate w i l l take a public p o s i t i o n against 
accommodation. USTR and the Big Three acknowledge these r i s k s , 
but believe that delay u n t i l l a t e next spring or ear l y summer i n 
deciding whether to i n i t i a t e 301 action w i l l not l i k e l y e l i c i t 
needed progress. 
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THE WHITE HOUSE 

WASH INGTON 

September 30, 1997 

ACTION 

MEMORANDUM FOR SAMUEL BERGER 
DANIEL TARULLO 
GENE SPERLING 

THROUGH: 

FROM: 

SUBJECT: 

ROBERT D. KYLE 

MALCOLM R. LEE 

Designation of Korea under Super 301 

Attached i s a memorandum to the President on designation of 
Korea under Super 301. This memorandum needs to move forward to 
the President today, September 30 i n advance of the October 1 
announcement. 

K r i s t o f f Concurrence by: 

Attachment 
Tab I Memorandum to the President 



Poole, Jennifer C. 

From: 
Sent: 
To: 

Cc: 

Subject: 

Importance: 

I: t 

Lee, Malcolm R. 
Tuesday, September 30, 1997 8:19 PM 
@EXECSEC - Executive Secretary; @NSA - Natl Security Advisor; Malley, Robert; Helweg, 
M. Diana 
@INTECON - Economic Affairs; @ASIA - Asian Affairs 
Korea Autos Memo to POTUS: Sperling Clears #6654 [UNCLASSIFIED] 

High 

Gene Sperling clears memo to president on designation of Korea under Super 301. Package number 6654. Exec Sec 
may sign for him. Dan Tarullo has signed off as well. Package with Berger. 
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THE WHITE HOUSE 

W A S H I N G T O N 

INFORMATION 

MEM0R7\NDUM FOR THE PRESIDENT 

FROM: DTVNIEL TARULLO 
SAMUEL BERGER 
GENE SPERLING 

SUBJECT: Designation of Korea under Super 301 

I f you wish more information on this matter, or to direct 
Charlene to act otherwise than indicated below, you need to let 
Dan know by Wednesday morning. 

USTR must release by tomorrow i t s report of i t s annual "Super 
301" review of fo r e i g n country trade pr a c t i c e s that are 
s i g n i f i c a n t b a r r i e r s to U.S. experts. Ambassador Barshefsky^_ 
proposes to i d e n t i f y Korea's r e s t r i c t i o n s on auto imports -̂ -P as <f 
a " p r i o r i t y f o r e i g n p r a c t i c e , " wh.Lch w i l l e n t a i l i n i t i a t i o n of 
an i n v e s t i g a t i o n that must r e s u l t w i t h i n a year i n e i t h e r a c t i o n 
by Korea to r e c t i f y the market ac'-:ess problems, or a c t i o n by the 
United States to r e t a l i a t e f o r these p r a c t i c e s . 

The Big Three have p e t i t i o n e d f o r Korean auto p r a c t i c e s to be 
named. Relevant agencies and o f f i c e s agree t h a t the trade 
p o l i c y merits of the case are strong: the Korean government 
maintains taxati^on and regula t o r y schemes which de facto 
d i s c r i m i n a t e against f o r e i g n auto makers. Moreover, the 
government p e i / i o d i c a l l y wages intense a n t i - i m p o r t campaigns by, 
fo r example,/threatening to conduct a tax audit on any Korean 
consumer v]hj6 buys a fo r e i g n car. Imports account f o r fewer than 
I'f, of Korea's domestic auto sales. Meanwhile, Korea plans to 
b u i l d on A t s po.sition as th.i rd largest auto exporter i n thp 
world b / increasing i t s production capacity by 40". i n the next 
few y e ^ s and use i t s h i g h l y protected market as a base f o r more 
exports 

Despite an agreement worked out between USTR and the Korean 
government two years ago, the s i t u a t i o n has not improved. USTR 
and State have been r a i s i n g e s s e n t i a l l y the same problems w i t h 
Korea since 1993, w i t h l i t t l e t a n g i b l e a c t i o n by the Korean 

cc: Vice President 
Chief of S t a f f 
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American Aatomobile lyfanufitctureR Association 
O S B B f f i w ^ t ^ ^ B Qenerel Motors 

jtHDieW N. MKD, Jr. 
Pnildiij ml Cblil EiMltii OHIwt 

September 26.1997 

Jeff: 

I tried to reach you by phone late this afternoon, but I Itnow it's a very busy week. What I 
wanted to toll you is that our companies met with Don Phillips 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 expect any gioat surprises from their 
meetings today. 

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

1 The elements of a pnckage which could be concluded this week, summarized under 
item #1 in the attacheJlidpcuraent. contain a few elements which are, in principle, 
direcnonally correct. But, as a whole, the package contains no commercially significant 
concessions. We certainly don't belicvo the package of concessions outlined in this 
paper is nearly compelling enough to delay designating Korea under 301 on Tuesday. 

2. This documom .proposes, as a follow-up, advising the Koreans privately that, if they 
are not more foitbconvmg and arc unwUling to effectively address the MOU and other 
market access prpblems. the US will initiate a Section 301 by June 1998. Thia is RQt an 
a<-.rj>p̂ b̂le back-up. 

We believe that, if the.US is unwilUng to designate Korea under Super 301 on Tuesday, 
at a minimum, it should announce jiiblicly that it wiU initiate a Section 301 action, absent 
meaningful market opening progress JjxMa£SklLJ22a. To our members . meaningful 
market opening includes not just addrossing their vioIatioDS 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 
look forwaid 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 202-316-3125. 

Andrew H. Card 

1401II itiMt, NJ. hiu lit, wuiiiittM, I.e. ma 
DntoiroFnci 
74311 Itati lull* W, titralt, I I 

nMiiMiu FU ui*m*wo 



Outline of Acceptable Package T 7 -

I. Agreed Measures.^A.ctions j I 

1. Implement equalization of Subway bond-ta.\ rate by October 31, 1997. 

2. Postpone reclassification of Minivans as passenger vehicle until January 1, 2000. 
Postpone increase in tax rate until Januar>' 1, 2005. 

3. Announce plans to move to self-certification; target date January 1, 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 1, 1998, 

7. Accept manufacturer certificate of conformity for standards introduced after 1995 

8. Agree to participate actively in \VP 29 and to join "Parallel Agreemenf" 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 Apnl 1, 
1998. Agree to institute collateralization system that will facilitate auto sales and 
leasing m 1998. 

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

II. Reinvigorated Bilateral Dialogue 

1. Agree over the 1998 and 1999 Calendar year to consult at least t%vice a year or 
more frequently upon request of other Pariy. 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 ofthe 
objectives of the MOU with view towards effectively addressing any problems. 



us Actions 

US will announce (as part of the Super 301 report) that it will review the 
implementation ofthe agreement and the e.xtent 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 30! petition . The USG would accelerate this 
investigation with the aim of completing it by the end of 1998 (Normally, one-
veai would be allowed for the investigation.) 



w 
Super 301 back-up Proposal 

Announce publicly that Korea's automotive restrictions will not be designated under 
Super 301 on September 30. [an explanation about their elections or something may be in 
order to explain why this is not occumng,] 

.Absent sufficient, mceiningfu] progress in meeting the obligations of the Memorandum of 
Understanding, a Section 301 case will be opened on Februar>- 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 Febniar)- 1.] 

fhis Will provide the necessar)- leverage to continue to negotiate meaningful concessions 
fi-om the Koreans, and will address foreign policy concems associated with the elections. 



~crican Automobile Manufacturers Association 
c~ ED m General Motors 

SEP 9 931 
/CJ~· ) 
l ' 

The Pre.sidenr 
The 'Whirc Holll(: 
Washington, D.C. 20500 

Dar Mr. Ptcident: 

Scprembcr 9, 1997 

The American Automobile Mmufactwcrs Association (A.AMA) aild its member coaipanics -
Chrysler Corporarion, ford Motor Company. and ~neru Mocors Corponcion - wish to aprw 
our growing &usrncion wich the Republic of Korea's failure co honor its muk.cc-opcning commit­
mcnrs under Kora's 1995 aucomociw: trade agreement wirh the United Scates. Closed domcsric 
mukets a.re uoubling under .a.oy circumst~c.c.s. But the siruation is patt.icululy u.nacccpc.abk when 
it i.5 combined, as is the CAI.SC: in Korea, with government-directed policies to promote an ocmord.i­
nary c~pan.sion of exces.s automobile c.apac1ry for apart to open mukcts in the: U.S. and a.round 
r.hc world. We uq~c the Administration co rupond co Korea's uade-d..isconing pracciccs wich scriow 
and meaningful act.ion. 

ln 1995, after almost cwo ycan of negowcioo.s, the Administration ac.h..ievcd w US-Korea 
6utomoci.yc Ml.".mora.ndum of Un.dersi:a.nd.ine (0 Inqg..ss .M!lrk.c=t Acc.es.s for Eweign P:qscngcr 
Yr.hide£ in tbc Rc:;public of l<.ore:a (MOU). We wdc.omcd the agre.cmCJlt as a modest cfforc by the 

Korean govcrntncnt t0 begin reversing ir.s long-standing palicy of aduding imporu from i~ auto­

mobile market. On the basis of that 1995 agrcemau, ~s member compan.ic:.s subsu.ntially 
expanded thc:u invcsrmcncs in Ko(ca with a view 10 increasing U.S. c:xpons to that countty. 

HowC"Vcr, despite a promising beginning und~r this new trade agrttmcnt, Korea hu not livt:d 
1.ip to iu market-opening commitmenu. lmpon sa.lcs remain fir bdow expeccations. In all of 1996, 
ChI)"Slcr, Ford and Gcl'l.eral Motors imporccd lc:.s.s than 3900 vehicles into a total KorClll market of 

1.6 million vchicla. During l997, the Korean government has noc talc.en any positive aroon to 
promote impora. Instead, there has been a host of continuing viob.tioru of the 1995 MOU. 

AAMA bclieva that chc Korean government's ma.inccna.nc.c of a sanc.tuuy automobile m:ukef 

is dircc.tly fuding che Korean auto indwuy's aggressive international aparuion. In chc fu.c.c of 
mounting global ovcrCdpacity in amornotivc production and despite the pcccarious financial posi­
tion of the KDrcan manufacrurc:rs, Korean producers have concinued co add ca.pac.icy - reaching 
OVl.".r 3.6 million unics in 1996 - illld have announced plans to increase production ro over 6 mil­
lion units annually by 2000. Allowing Kocc-a ro maintain a closed market while building huge auto 
a.s..scmbly capacicy patenria.lly will res\llt in the pcrman~t loss of billions of dollus in U.S. 2.Utomo­
tive cq>orts. 

KUIQUUll)S 
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The President 

Seplcmbu 9, 1997 
Page 2 

This irrational buiJdHp of excess capaciry ha.s kd to Korean companic::s engaging 1n blliines.s 

a.rn.ngcmcnts which viol:ae inrcrm.cion.i.I uade rulc..s. The:: United Sures government ha..s now 

joined the European Cornmuniry and Japan ac the World Trade:: Organii.acion in objcccing to a di.s­
criminarory n:icional ca.r program in Indonesia th;;i.r ~ncfos a single Korean :iuco company. 

Chrysler, Ford and Gcnc::nJ Motors arc:: nor a.lone m ocp~ssi.ng growing e.xa.spcration wich 
Korea's behavior :u a tiading pill"'Cner. Korea's unfur auto trade practices have also been widely cric..i­
ciud by other nations ac rcccm meetings of the Orguiization for Economic Coopcrac.ion and 

Ocvdopmc::nt and in a joint visit to Seoul in July with rcprc.sc::ntacivc.s of the European Automobile 

Ma.nuhccurcrs Auociatioo. All efforcs to have:: the I<Dre:in govcrnmenc honor ic.s commiuncms to 
fur, open trade practices - not only wich che U.S. bur wir.h other aad.lng putners as wdJ - have 
been mer with complete intransigence. 

W: beli~ thac the Korean govcrnmem's actions unquestionably dacrvc to be identified as 

priority practices th.at unfairly limic U.S. ma.rkt:c ac.c6S under Supcc 301. Failu~ by chc: 
Ad.mini..stI"rion to insisr that Korea adopt rcsfX-lnsiblc and fur automoc.ivt'.' rrad~ policies will make 

it more difficult to expand ac.cc.s.s fur U.S aucomobilc.s inc.hat ma.rlca and will encourage Korea. ro 
c.onrinuc a pactcrn of mcspon.siblc c.n.dc: praccic.cs. 

We look forwatd to working ""'1th tht! Adroi.nistr:mon ro inc.rcase maikct oppom.m.ities fur 
auto exports to KorQ iind to other markt:u a.round the world. 

Sinccrdy, 

Robert J. Eaton 

Chairman & CEO 

Chcyslcr Carporation 

John F. Smith, Jr. 
Chairman, President, & CEO 
General Moton Corporarion 

Alex Trotman 

Ch.airman & CEO 
Ford Motor Company 

Andrew H. Card, Jr. 
Praidenr 6£ CEO 

AmeriQ.n Automobile: 

Ma.n u.fuaurcrs As.5ociation 



Hous(' lener to president Cljnton on Super 30J [or Kore?,'s auto market 

Sance:- Lev1ri A:no Houghtor. 

John Dingell f~ed Cotcr. 
Dale K.ildee David Bonior 
\1artin Fros Lane Evans 
John Conyers Ron Dellums 
Sue Kelly Phil English 
John Lewis Jim McGovern 
Jim Barcia Howard Be:man 
Richard >:eal Louise Slallghter 
Ron Klink John ?ererson 
[repeat} David \.1dnrosh 

Dick Lipinski De'o'oie Srabe:-iow 
Donald Payne Sherry Boehler: 

James Walsh Marcy Kaprur 
Sid.."'l.ey Yates Dick Gephardt 
J.C. Watts, Jr. Joe Knollenberg 
Lynn Rivers Dave Cirr.p 
Jcin Laf alce Ralph Regula 
Peter DeFazio Jerry Solomon 
Jim Maloney Tom Sav.:~r 
Nancy Johnson Jack Qwnn 

Frank Pallone, Jr Steve LaTourette 



~ongres5 of tbe ~nttdJ states 
~ouse of i'£'J)rrs'mtatibes 

['ililast;mgron. ~I[ 20515 

The Honorable \Villia.m Jefferson Clinton 
President of the Unires Stares 
The \Vhite House 
Washing-ton, D.C. 20500 

Dear Mr. Presidenr: 

Se;::itembe-:-?. 2. 1997 

We 3Ie l.l.l!iting ro urge you to designate the Republic of Korea ·s auromotive trade policies 
as "priority practices" under the Super 30 I provision of U.S. trade law. 

Korea's marker for automobiles is one of the fastest growing in tile world and could be Jn 

importanr desunation for U.S. exports. Despite the efforts of the U.S. government and the 
world's auromakers. hoV;ever, the Korean market remains closed to non-Korean cars and trucks. 

Two years ago, yc;n Ad.rni.n.isrration negoti::i.red an agreement with rhe Korean 
govemm~t to provide new access to that country's amornoti ve market. While me Korean 
goverrunent implemented some of the provisions of the agreement, such as a small reduction in 
the enormous taX/tariff burden on imported autos, mo);t of its actions actually have served to 
restrict the market yet further. The governmenr repeatedly has taken S[(~ps, such as the threat of 
special tax audits, to officially discourage the purchase of imports. Mor ..:over, Korea continues 
to levy an array of nine separate taxes, in addition to an impon tariff, that disadvantage irnpons. 

The express purpose of the 1995 agreemenr v.ras to "substantially increase market acc~ss 
for foreign passenger vehicles" in Korea. However. the Korean govenunent's unwillingness to 
change its policies has undermined this goal. 

Even without a trade agreement. these actions would merit serious consideration under 
Supei- 30 J. But because we have already negotiated an agreement which these actions clearly 
violate, we believe that designation under Super 30 l is unavoidabl~. It is our understanding that 
the Korean government has been less than willing to negotlat~ further market-opening initiatives. 
despite the conrinued low level of auto imports in Korea. We urge you to ta..1<e strong action 
under C. S. law to g:!r. Korea's coop~rat:o:'l :n opening its market 10 C. S. auto expor.s. 

Sincerely, 
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INITIALS: BC ' aec 

DRAFT DATE/ LETTER DATE: Sep ~7 1937 / 

CLEAR WITH: 
WHCC: 

CORRESPONDENCE ADDRES~ED TO: 
CIO Mr Andre~ H C~ra, Jr --·. -

. . d d - \· l . f E' x e c u t ,;. v .:: u t t - c -:: r 
Pres:i. enc 3.r. ·~ i o:: -1- M- rufacturers 
AmerJ-car1 Automob:i. c: d' 

Associat:t.on 
Headquarters 
Suite 900, :L40l H Screet. N. W. 

D ~ ·_) 11 o u· s Washington, '- · 

Dear Fr ie.nd.s;. 

DOCUMENT TITLE: ·s::-r/f)/aar;·,::i_ :,c_:_ 

CORRESPOND ENCE # : 3 6 71 ~ ;_ .; 

l f - t A~erican Automobile Manufacturers Thank y•.)U for \-JT.i':::ing on beha ot tie 

· I s'r•are vour co~ce~ns regarding Association and its member compan:Les. • , 

f · c r:'""' under the l.995 0.S. -Kor~a Ko:r.-~a'::; :Lmpleir·.eni::.at ion o i.i::.s cornmJ- me·'--

Automotive Memorandum af Understanding. 

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

barriers r:.o 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 international trade agreements is a 

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

1.lndertake additional measures to t:liminate trade barriers that deny the 

u s 3.Utomotivt:: industry effective access to the Korean market. ce will 

no~ hesitate r:.o use the tools provided by are trade laws, including Super 

3Gl, if such actj.on is appropriate and nec.:=ssary to en.sure Korea's 

compliance of ~he MOU ·l ----o---

As a].ways, I apprec~ate knowing your views, and I look forward to meeting 

with you next. month to discuss this and other important issues facing i::.he 
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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, Malcolm 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 

"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 

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 



TO: \':m:,y.R 

:;:;:••!•;!) il): T 

KRn.M: CARD, ANDK'l'W DijC DATK 

SOUK'CK KM 

Ki;YWOki),s: K()1\I;A .SOUTH 

N.SA c()RKi:si'i)NDi';,\(:i; 

1 ,'l!'ORT O'.i,̂  i'R01,.S 

PF.R.SONS : 

.Sb'liJKCT: ANDRKW OF A.'IKRLOAN AUT0,'-10li 1LF MA,\UFA(;TURFRS ASSOC 1,TR TO BFRGFR RF 
KORFA.N VI ORATION OF AF'TO TRADK MOU 

ACTION: I'RFPARF MF.MO FOR HFRCFR 

.STAFF OFFICFR: I'RITCIIARD 

Fir.FS: WH NSCP: 

1-OR ACTION 
PRITCIIARD 

|)1..T; DATF: 02 OCT ') 7 STATUS: S 

I.OGRI'.F: 

CODFS: 

D 0 C U M I- N T D I S T R I B U T I O N 

FOR CONCURRFNCF 
C,ARA'vFI,Ll 
KRISTOFF 
LEE 
SAMORE 

FOR INFO 
HANDLER 
BOUCHARD 
KYLE 
SCHWARTZ 

COMMENTS: 

DISPATCHED BY 

OPENED BY: NSSWD CLOSED BY: 

DATE BY HAND W/ATTCH 

DOC 1 OF 1 

UNCLASSIFIED 



American AutomobUe Manufacturers Association 
13 General Motors 

ANDREW H, CADD. Jr. 
Presidenl ind Ctiitf titciitive Offictr 

September 25, 1997 

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

Dear Mr. Berger: 

As September 30 approaches, the American Automobile Manufacmrers 
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 auco u-ade. 

First, we are very disturbed that, despite Korea's clear violations of the 1995 
MOU, there is still reluctance from some within the Adnunistration to designate Korea 
under'supcr 301. We are very aware of political concems 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 \s also an opportunity to move U.S.-Korea relations for^vard, 
by showing that the bilateral relationship has matured to the point that trade concerns can 
be discussed separately from other important a.specLs 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 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 fax 
barely qualifies as a starting point, and will not result in any volume increase in import 
sales. 
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To accept a minimal package of concessions a.s 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. 

Since/el V, 

Andrew H, Qard, Jr 
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'̂ 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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