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SCHEDULE FOR THE VISIT TO SEOUL OF 
DANIEL K. TARULLO 

ASSISTANT SECRETARY OF STATE 
FOR ECONOMIC AND BUSINESS AFFAIRS 

Tuesday, October 19 

13:15 

17:00 

18:00 

Arrive Kimpo (nw 29) met by John Hoag, Minister 
Counselor for Economic Affairs 

Delegation meeting (Hoag residence -- #8 Embassy 
Compound I) ) 

Reception for DEC delegation hosted by Charge Chuck 
Kartman 

Wednesday, October 20 

07:30 

09:00 

09:15 

10:30 

13:40 

14:00 

19:00 

AMCHAM breakfast meeting, Westin Chosun Hotel 

Courtesy call on Foreign Minister Han Seung-Joo 

Call on Vice Foreign Minister Hong (20-30 minutes) 

Call on Blue House Senior Economic Advisor Park 
Jae-Yoon (tentative) 

Lunch TBD 

Call on Assistant Secretary Son (MOFA Room 806) 

Opening of DEC Plenary (Room 810} 
Introduction of both delegations 

-- Opening statements (Korea/U.S.) 

Deregulation Issues 
1) Investment 
2) Administrative practices and rule-making 
3) Taxation 
4) Competition policy 
5) Implementation of trade measures 
6) Issues referred to related forums 

Dinner hosted by the A/M Son, Shilla Hotel, Marronierr 
Room (3rd. Floor) 
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Thursday, October 21 

09:30 

12:00 

14:00 

13: 00 

17:20 

Resumption of DCC Mcctinq (Continued discussion on 
deregulation issues, if necessary) 

Economic Cooperation lssues 
1. Industrial cooperation 
2. Science and technology cooperdtion 
3. Mutual exemption of social security tax 
4. Labor issues 
5. Mutual recognition of test results 
G. Surety bond requirement tor construction contracts 
7. Global cooperation 

Conclusion of DEC Meeting 
Summary of the discussion 
Future steps 
Concluding remarks 

Working-level Meeting (if necessary) 

Lunch and BrierirnJ of AMCIIAM, Hilton Hotel 

Depart Seoul for Tokyo on UA 826 (ETA 7:30) 

Embassy Control Officer: St eve VJ ickman 

Embassy Switchboard: 
Economic Section FAX 
Lotte Hotel 

397-4114 
722-1419 
771-1000 (T) 
752-3758 (F) 
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ROKG Proposed Agenda 

(With U.S. Revisions) 

I. opening statements 

II. Issues related to economic deregulation 

a. investment 
b. administrative practices and rule-making 
c. taxation 

1. korea•s tax system 
2. u.s. taxation on foreign business 

d. competition policy 
e. implementation of trade measures 

1. anti-dumping investigations 
2. section 301 
3. fmc investigations of foreign maritime practices 

f. issues referred to related forums 
1. import clearance issues 

(pei import clearance subgroup) 
2. financial deregulation 

(financial policy talks) 

III. issues related to economic cooperation 

a. industrial cooperation 
b. science and technology cooperation 
c. mutual exemption of social security tax 
d. labor/industrial relations issues 
e. bank supervision 
f. mutual recognition of test results 
g. surety bond requirement for construction contracts 
h. global cooperatjon 

IV. cone lus ion 
a. plans for the future 

--establishment of counterpart groups 
b. concluding remarks 
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U.S.-KOREA DIALOGUE FOR ECONOMIC COOPERATION 

OCTOBER 20-21, 1993 

U.S. OPENING STATEMENT 

GOOD AFTERNOON ASSISTANT MINISTER SUN AND OTHER MEMBERS OF 

THE KOREAN DELEGATION. IT IS MY PLEASURE TO LEAD THE U.S. 

DELEGATION TO SEOUL FOR THE SECOND PLENARY SESSION OF THE 

DIALOGUE FOR ECONOMIC COOPERATION. WE ARE CONFIDENT THAT THIS 

MEETING WILL CONTINUE THE PROGRESS THAT WE BEGAN LAST MONTH IN 

WASHINGTON. 

BEFORE I BEGIN MY PREPARED REMARKS, HOWEVER, LET ME OFFER 

OUR CONDOLENCES FOR THE TRAGIC DEATHS OF DIRECTOR GENERAL KO, 

DIRECTOR JUNG, AND OTHER MEMBERS OF THE STAFF OF THE KOREAN 

FAIR TRADE COMMISSION. 

WITH SUCH LARGE AND IMPRESSIVE DELEGATIONS IN ATTENDANCE ON 

BOTH SIDES, I THINK IT IS IMPORTANT TO BEGIN BY REITERATING WHY 

WE ARE HERE TODAY. OUR MANDATE IN THIS EFFORT IS TO CARRY OUT 

A BOLD, FAR REACHING DIALOGUE WITH THE GOAL OF MOVING THE 

U.S.-KOREA ECONOMIC RELATIONSHIP FORWARD TO A NEW LEVEL. WE 

BELIEVE THAT IN ORDER TO JUDGE THIS DIALOGUE A SUCCESS, IT MUST 

RESULT IN MEANINGFUL IMPROVEMENT IN THE REGULATORY AND BUSINESS 

ENVIRONMENT FOR OUR FIRMS SO THAT WE CAN HONESTLY SAY THAT THE 

CONDITIONS FOR ECONOMIC COOPERATION HAVE IMPROVED. 

AT OUR FIRST MEETING IN SEPTEMBER, WE EXCHANGED INFORMATION 

ON DEREGULATION EFFORTS UNDERWAY AS PART OF KOREA'S FIVE-YEAR 
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" NEW ECONOMY" PLAN. JN ADDITION, WE BRIEFED YOU ON SOME OF THE 

REGULATORY DIFFICULTIES U.S. FIRMS FACE IN KOREA, AND YOU 

OUTLINED SOME OF THE PROBLEMS KOREAN FIRMS HAVE ENCOUNTERED IN 

AMERICA. AFTER THE CONCLUSION OF THE MEETING, WE EXCHANGED 

LISTS OF QUESTIONS DESIGNED TO CLARIFY AND EXPAND ON POINTS 

RAISED. WE THANK YOU FOR YOUR GOOD-FAITH EFFORTS TO ANSWER OUR 

ADMITTEDLY LONG LIST OF QUESTIONS, AND HOPE YOU FOUND OUR 

RESPONSES TO YOUR QUESTIONS HELPFUL. 

WE BELIEVE THAT OUR PRINCIPAL TASK FOR THIS MEETING IS TO 

MOVE BEYOND THE INFORMATION-GATHERING STAGE TO AGREE ON A 

WORKPLAN FOR THE DIALOGUE. OUR WORKPLAN SHOULD LIST CLEARLY 

THE DEREGULATORY AND COOPERATIVE TOPICS WE WILL PURSUE, AS WELL 

AS A ROADMAP FOR ACHIEVING THE STATED GOALS OF THIS DIALOGUE 

FOR EACH TOPIC. WE HAVE PROVIDED EACH OTHER WITH OUR IDEAS ON 

TOPICS TO BE PURSUED, AND AS WE MOVE DOWN THE AGENDA TODAY AND 

TOMORROW, I PROPOSE THAT WE AGREE ON A STRUCTURE AND PROCESS 

FOR ADDRESSING EACH. 

IN ADDITION, BECAUSE OF THE IMPORTANCE OF INVESTMENT TO THE 

ECONOMIC INTERESTS OF BOTH KOREA AND THE U.S., WE BELIEVE IT IS 

IMPORTANT TO CONTINUE THE SUBSTANTIVE DISCUSSION ON INVESTMENT 

PROCEDURES AND REGULATIONS BEGUN AT THE FIRST PLENARY SESSION. 

WE NEED TO GIVE THOUGHT ON HOW TO BEST STRUCTURE OUR SUBSEQUENT 

INVESTMENT DISCUSSIONS AND ON WHICH AREAS WE SHOULD FOCUS OUR 

EFFORTS. 

AT THE CONCLUSION OF THIS MEETING, OUR EFFORTS SHOULD BEGIN 
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TO ACCELERATE INTO A MORE INTENSIVE AND SUBSTANTIVE STAGE AS 

EXISTING GROUPS AND NEW COUNTERPART GROUPS BEGIN TO EXAMINE 

AGREED-UPON ISSUES. WE WILL NEED TO KEEP IN CLOSE CONTACT 

THROUGHOUT THE UPCOMING PERIOD SO THAT WE WILL HAVE A STRONG 

RECORD OF ACHIEVEMENT TO POINT TO BY THE TIME OF OUR NEXT 

PLENARY. 



INVESTMENT 

Issue 

U.S. companies continue to face barriers to investing in 
Korea. Service and consumer firms, in particular, need to 
invest to sell to Korea's growing market. Although Korea is 
attempting to improve its investment climate, notifications are 
still approvals, sectors of interest to U.S. companies remain 
closed, and the environment is inhospitable, either because of 
lack of national treatment e.g. land acquisition, or national 
treatment which is so poor that it remains a disincentive to 
investment, e.g. IPR and taxation. 

Background 

At the first DEC meeting, the investment discussion focused on 
Korea's investment approval system and its sectoral 
liberalization plan. An overarching theme was that the ROKG 
should not measure improvements against past investment 
measures but against the measures in alternative investment 
locales. 

For the second DEC meeting, we propose to divide the investment 
discussion into four parts: 

the notification/approval process; 
sectoral liberalization; 
the investment environment; and 
the work program. 

Our main objectives for this second are to clarify reforms the 
ROKG plans for the near term, so that we can get our thoughts 
into the process, and to get agreement on how to structure our 
follow-on work. A separate paper discusses OECD instruments 
which affect investment. 

Talking Points 

Notification/Approval Process 

o At the first DEC meeting, the ROKG acknowledged the lack of 
a formal appeal process and confirmed that notification 
required an affirmative reply from the Ministry of Finance, 
even if the specified time period for comment had passed. 
In response to U.S. questions, however, the ROKG concluded 
that "If no notice is given as to whether the notification 
has been accepted within the processing period, it shall be 
regarded that the notification has been accepted on the 
date after the expiration of each processing period." How 
do you clarify this seeming contradiction? 



-2-

o The criteria for refusing an investment under the Foreign 
Capital Inducement Act (FCIA) 

in case of causing trouble to the safety of the nation 
and the maintenance of public order 

in case of causing a negative effect upon the sound 
development of the economy; 

in case of violating the laws of the Republic of Korea. 

o The enforcement decree, however, further lays out specific 
reasons for requiring approval and hence allowing refusal: 

projects specially supported by the government 

projects which consume excessive levels of energy or 
whose raw materials are disproportionately imported; 

projects producing heavy pollution; 

projects considered extravagant or resulting in 
excessive consumption; 

projects affecting the livelihood of farmers and 
fishermen; 

other projects whose industry is in the initial 
development stage and for which protection is deemed 
necessary under industrial policy. 

These categories give considerable scope for refusals. The 
OECD National Treatment commitment lists "need to maintain 
public order, to protect essential security interests, and 
to fulfill commitments relating to international peace and 
security." Nowhere is there a mention of the economy. Is 
Korea contemplating revising these criteria? 

o The only appeal mechanism appears to be "the foreign 
investor may ask relevant ministries to review the matter 
and submit opinions to the MOF." Since other ministries 
may be the reason for the refusal in the first place, a 
clear appeal mechanism would be useful. 

o Amcham believes documentation requirements are excessive. 
(Embassy to supply details.) 

Sectoral Liberalization 

o At the last meeting, we expressed concern that domestic 
firms were to get an advantage in investing before foreign 
firms in newly opened areas. Minister Suh offered to 
provide a list of sectors scheduled for domestic 
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liberalization along with the date of opening to foreign 
firms. Is this available? 

o To our written question, the ROKG responded that MOF cannot 
make binding rulings on KSIC categories. "The Office of 
Statistics makes a final ruling, after consulting with the 
relevant ministries." Since definitions under the KSIC are 
open for interpretation and some categories are closed 
while others are open, an advance ruling is critical. How 
can a ruling on KSIC classification be obtained in advance? 

o The ROKG provided an number of responses to questions on 
specific KSIC numbers. Is there a published definition of 
what specific KSIC numbers include? 

The Investment Environment 

o At the last meeting we discussed the many issues that 
affect investment decisions and operation. These included 
land acquisition, finance, import clearance, visas, 
taxation, intellectual property protection and the ability 
to provide comment on rulemaking and appeal administrative 
judgments. 

o Since then, we have received your written responses. We 
will be discussing a number of these subjects separately. 

o We will be interested in whether U.S. firms receive 
national treatment -- the standard in the OECD and the 
commitment in our bilateral investment agreement. We will 
also point out areas where we believe treatment, even if it 
is as good as that given to national firms, is a 
disincentive to foreign investment. 

The Work Plan 

o Discussions in the plenary have been useful in presenting 
general issues. We suggest continuing to discuss 
investment in the plenary. In addition, we believe that 
experts should look into specific areas of investor concern. 
These could be officials from capitals or embassy personnel. 

o We suggest exchanging specific issues for examination after 
this meeting. These could include subjects such as sectoral 
liberalization, land acquisition, and investment approval 
procedures. Meetings should then be scheduled to discuss 
these issues. 

o It is clear that we have a lot of ground to cover on 
investment issue. Some changes are planned before the end 
of the year. We need to make sure these are discussed in 
advance. We should intensify our discussion of investment 
starting immediately. 
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TRANSFER PRICING 

Issue: In order to prevent taxpayers from shifting income from the 
United States, section 482 of the Internal Revenue Code requires 
that they deal with related parties on "arm's length" terms, i.&..z,., 
they must charge or pay the same prices to related parties that 
they would to unrelated parties. 

Background: The Administration's budget included a proposal 
directed at tougher enforcement of the arm's length standard. 
Under the proposal, a taxpayer that violates the arm's length 
standard may be subject to stiff penalties unless it can document 
that it reasonably attempted to comply with the arm's length 
standard. In addition, shortly before inauguration Treasury issued 
new temporary regulations under section 482. The new regulations 
are consistent with many recommendations in a report that the OECD 
issued on prior proposed regulations, and the reception by most 
foreign governments to· the new regulations has been generally 
favorable. Treasury is working with the OECD on revisions to the 
1979 OECD Transfer Pricing Report to reflect recent developments in 
the interpretation of the arm's length standard. 

Talking Points: 

• The new legislation addresses our concern that foreign­
controlled corporations pay too little income tax and yet is 
faithful to our treaty obligations to Korea. 

• While many corporations will find it burdensome to provide the 
documentation called for under our proposal, it is not unfair 
to foreigners, as it applies to U.S. as well as foreign 
corporations. Moreover, like any other tax provision, it is 
reasonable to expect that taxpayers will attempt to comply 
with the arm's length standard and to provide evidence of 
their compliance. 

• We appreciate the constructive and thoughtful comments that 
Korea has provided on our regulations. We believe that the 
temporary regulations are consistent with the arm's length 
standard, and we look forward to additional comments as we 
revise them. 

• We look forward to working with you and other governments to 
develop common approaches to the difficult problems presented 
by transfer pricing. 

NOTE: This information is provided for background purposes only. 
Any questions from the Korean delegation regarding transfer pricing 
should be referred to Charles Cope from Treasury. 
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'?h" reoon.t mo-vc by thcil U.S. ·to overh.nul i.ts tax nystesi. 
oon0Qrn1ng transfGr pricing between rolatcd CQtDpan.~es 
1G oit:ed. by aany Korean ~a.Qlcs as one of. the m.o15t 
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U.S. 

0 Review of wheth~r thQ new trangfQr pricing 
regulat~ons and oudit pr~ct.icgs are consiEtent 
with the OECD CJUidQlines on tranpf er pricing 
~ rel.at&d pr<Wisions of the Korea-u.s. tax 
tl:'eaty will be 'tile J!IQst useful initial step for 
zGroiny in on · the problem. 

Our most immediat• conceX'll 18 about the "''remporary 
Regu1atS..One l"nterpratiDg" the Change !n Seot1.on 482 o~ 
t:be %RC". 

0 

0 

0 

The ~GlltpOrary Requlatione hava introduced new 
11l9thods of calcu1ati.ng axm. • G-1ength pl:ioes 1 
Comparable Profit Method. (CPH) and Profi.t Sp11t 
Method (PSM). 

These new methods are major deviations from the 
existin.g Jnethads which wez:e recogn.i.zed by the 
OECD quidellnes and adopted by other ac:h'anced 
countries. And yet, due to their administrative 
siluplicity, ~ey et.and a qood chance 0£ bei.ng 
eelected ais the beat methods. 

The difference batWeen ~h~ newly-adopted o.s. 

' --· 
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a 

method.a -lind tho· wtletinq ioothodo ot ot:.hM::" 
countries mn.y Lncr~aee the chancen for doubl~­
u1..ie.tion and disputeo be-t;ween t:mc -ttuthorit~ec. 

The ne~ methods taru1 to fa.vor· atandard.1.zed 
criteria and thus dl.sragard ~he uni.que bu.sl.ness 
practices and man.agamsnt sty1aa of foreLgn 
oountriee. 'We arQ concerned that 1:.)li.s may 'W'Ork as 
another d~sadvantag-e to forei9n oompanieB. 

!rhe 60-c:1'tl.1e4 •earuJ.n9s ctrlppi.ng• pro~f.si.ans 
1ntro4uaed th.rough. the Budget Recoucillat.i.on Act of 
1989 .ba•e..been criti.ei•ed by many £ore1gn cowi~ri.as £or 
not neooasarily allowi.Qg tb• 11ateregt paid. on arm's­
l.ength buh to be deduotea from taxable income.. 

o Thiu is a major deviation from the internnt.ianally 
accepted arin$-length standard. 

a cndG <lea1t a ~vere bl.Ott- to U. s. 1>ubG1.diari.e$ of 
Ko~ compe.niea. which a.re usuall.y required bx 
U.S .. banks to proyide repapD&nt. guarantees 1.soued 
by th~~ holding CODlpanie•. Yet the interest 
paid· for 1J'uch loan arrangeIDente is not 
guarcm.teed to be deductible fXOlll taxab1e incOIDe. 

:C~orma.Uon reqQ.irc:IDenta of the o. S. ~ax Codo ha.vg 
b~come ~nc~aeiugly complex aao bu~ensoms ~or f orQigA 
companies. 

o The ROP:G 1.to gspeoi.ally" concerned about t;he 
:requ~nt :for . record-keeping, which may 
extend offshore to foreign parent companies. AB 
a clear eJiCBJDPlG Qf the extrat~rr1-toria1 
application of 11. S. J:'Qgulat:i.ons , thie ;r:equireJUent 
mult1pllee the c:omelexity of doing businese or 
iniresting 1n .the U.S. for fo.re!gn compan.iee • 

o The X'Qporting regu.irenients under la\IS such as the 

.l 

j~ 
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Otnnibuc Budget Rqconc1liation l\ct of 1990 apply 
retron.ctlv~ly to nll open tox year-ti and. to all 
records in exiu~.at the time of the eno:ictment. 
of the Act. 'I'hasa Qxtenoive .coporting 
requ~te are tying up the-handG 0£ thu 
admini.st~ative ~~ett of for0ign-controll~d 
corporat1one in tha u.s. with exoes1SiVQ papQrwork. 

:r.o. January 1993, tbc.u.s. go"lcrnment !esued the 
Pn:ipoa•d .Ragalatious under Code Socti.ons 6662(e) and 
(j) / lllhiah will make the rcpC>rt.!.n.g rcquirentent:.s even 
stricter and raiee the pe:nalt1e~ £or failure to oomply 
with thsae·nC'11 r~nts. 

o The R~G is of the view that these proponed 
·xegul.at~ons shOU:ld be d~scardcd o:r at least 
modified. 

The taz. audits poiie ail able problems to forei.gn firms. 

o The average duration of euoh audits is more thari­
two years, but oi;ie company re.pox:ta that an audit 
o~iginally launched in 1992 ia atill in tho 
pipellnG. 

o W~ are also concernOO. about the statiatica which 
indicate that the in.cidenea of tax audi.ts is much 
higher than the ·average for foreign-controlled 
corporations . 
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Competition Policy Issues 

Issue 

American firms have complained that Korean Fair Trade Conunission 
(KFTC) enforcement policy affirmatively hinders the ability of 
foreign companies to do business in Korea and fails to protect 
foreign companies from restrictive business practices in Korea. 
The USG should propose the establishment of a working group on 
competition policy and deregulation to address these issues in the 
context of Korea' s deregulation efforts. ROKG appears reluctant to 
agree to begin results-oriented discussions in the near term. 

Objectives 

o Obtain ROKG agreement to form a working group on competition 
policy and deregulation that would have its first meeting in 
December (or January) and would produce a written set of 
accomplishments within the tirneframe of the DEC process. 

o Use the working group to achieve the following substantive 
goals: 

Elimination of the KFTC's discriminatory review process 
for international technology licensing and other 
agreements. 

Reduction in KFTC restrictions on the use of premiums and 
other marketing devices. 

Measures that ensure that the KFTC is willing and able to 
take strong enforcement action against restrictive 
business practices that have the effect of excluding or 
impeding entry by foreign firms in the Korean market. 

Talking Points 

o We believe that, in order to ensure that Korea's deregulation 
efforts are most effective, it is important to consider the 
role that Korea's competition law and policy plays in 
furthering that process. 

o The essence of deregulation is to promote increased 
competition in the Korean market, a goal that will lead to a 
better allocation of Korea's resources, more efficient 
companies and ultimately an increase in the standard of living 
of Korean consumers. 

o However, it has been our experience that frequently when 
companies are first exposed to the increased competition and 
greater efficiencies created by deregulation, the initial 
tendency is to seek to avoid change and to engage in concerted 
practices with others in their industry to fend off the 
competitive pressures resulting from deregulation. 



OCT-15-1993 12:15 FROM FOREIGN COMMERCE-~TR-DOJ TO /*7tt96477388 P.03 

o We think that it would be very useful to establish a working 
group between our competition authorities and other interested 
agencies to consider how competition policy initiatives can 
ensure that the fruits of Korea's deregulation efforts are not 
undermined by private restrictive business practices. 

o At the same time, this working group could also discuss 
whether certain aspects of the existing rules in the 
competition area unnecessarily restrict the ability of firms 
to engage in the most efficient business operations. 

o We, of course, fully appreciate that it may take some time for 
the Korean Fair Trade Commission to adjust to the tragic 
events of last week. Thus, we would propose that the working 
group not convene its first meeting until December (or 
January) . 

o If the ROKG agrees with us on the usefulness of forming such 
a working group, we will ask officials from our Justice 
Department's Antitrust Division to take the lead for the USG 
in these discussions. 

Background 

The initial reaction to the ROKG to our proposal to establish 
a working group in this area was that, because of the recent 
tragedy, the ROKG would listen to USG concerns in this area but 
could not agree to have policy recommendations in this area. The 
KFTC, even before the boating accident, had been very reluctant to 
engage in substantive discussions concerning Korean competition 
policy, whether in the DEC or bilaterally with U.S. competition 
agencies. They have argued that, as an independent agency, it is 
not appropriate for the KFTC to engage in negotiations under the 
DEC. 

However, there are some real deregulation-related issues 
within the jurisdiction of the KFTC that need to be addressed. 

1. International Contract Notification 

The KFTC requires that certa·in contracts (most importantly 
technology licensing and software licensing and distribution 
agreements) between foreign companies and Korean companies must be 
notified for KFTC review. Similar agreements between Korean 
companies are not so notified and reviewed. In March, pursuant to 
a PEI recommendation, the KFTC eliminated the notification 
requirement for joint ventures, but did not make any changes with 
respect to technology and software agreements. Justice met with 
the KFTC in February on discuss elimination of the remaining 
discriminatory notification and review procedures, and was told 
that further revisions could be considered in early 1994. 
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2. Premiums and Marketing Restrictions 

As set out in the ROKG's responses to our questions concerning 
restrictions on premiums and other marketing practices, the KFTC 
severely restricts the ability of manufacturers and distributors to 
offer premiums and other sales incentives. These types of 
marketing practices are particularly important to new entrants 
{including many American firms), who need to find cost-effective 
ways to encourage consumers to try their products and/or to attract 
distributors and retailers to carry and promote their products. 

3. Effective Enforcement against Exclusionary Practices 

American firms trying to do business in Korea have complained 
about concerted practices by Korean firms aimed at excluding them 
from the Korean market. As Korea's deregulation measures take 
effect, and barriers to imports are reduced, the incidence of such 
exclusionary practices is likely to increase. The KFTC must be 
willing and able to address such practices in an effective manner. 
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litternatlonal Trade 

tarY conduct an a.dJ 
of only tha.t person. 

' 'des to post-
1.w·r.-~tl'rlltotion under 

<b> For ea.ch entry of the merchan. 
dise entered, or withdrawn from ware­
house, for consumption on or after the 
date of publication of the order. in· 
structs the Customs Service to require 
a cash deposit of estimated antldump­
tng duties equal to the aJ:nount of the 
estimated welghted-a.verage dwnplng 
ma.rain stated in the Secretary's fin.al 
determination; 

<3> During the sa 
porter o! the in.er 
quest ln writing t: 
conduct an adinlni 
only a producer or ' 
cha.ndise imported l ~section, the 

rties to the 
1n the F'l:D· 
"Postpone- Cc> Excludes from the application of 

the order any producer or reseller for 
which the Secretary finds that there 
was no weighted-average dumping 
margin during the period for which 
the Department measured dumpinc ln 
the investigation; and . 

Cd> Orders the suspension o! liQuida­
tion ended for all entries of the mer­
chandise entered. or withdrawn from 
warehouse, for consumption before 
the date of publication o! the Commis­
sion's final determina.tlon. and in­
structs the Customs Service to release 
the cash deposit or bond on those en­
tries, if in lts final determ1na.tlon, the 
Com.misslon found a threat o! materi­
al injury or material retardation of 
the establishment of an Industry. 
unles.s the Commission in lts final de­
termination also found that, absent 
the suspension of llauidation ordered 
under § 353.15Ca.>. It would have found 
material injury. 

§ 353.22 Administrative revlew of orders 
and suspension agreements. · 

<a.> Request for Admini3trative 
Review; Withdrawal of 1Uq'Ue$t for 
Review. < 1 > Ea.ch year during the anni­
versary month o! the publication of an 
order <the calendar month in which 
the anniversary of the date of publlca· 
tlon of the order or finding occurs>, an 
interested party, as defined in para.­
graph <k><2), <k>C3>. <kJC4>, (k)(5), or 
<k><6> of § 353.2. may request in writ­
ing that the Secretary conduct an ad· 
mintstratlve review of specified indi­
vidual producers or resellers covered 
by an order, lf the reQuesting person 
states why the person desires the Sec­
retary to review those particular pro­
ducers or resellers. 

(2) Durin~ the same month, a. pro· 
ducer or reseller covered by an order 
may request in writing that the Secre· 
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Administration, Commerce § 353.2:2 

,.....,,n:unlstrative review Initiative when appropriate, the Secre­
tary will: 

Cl> Not later than 15 days after the· 
anniversary month, publish in the 
FEDERAL REGISTER notice of "Initiation 
of Antidumping Duty Administrative 
Review," 

<2> Normally not later tha.n 30 days 
after the date of publication of the 
notice or initiation, send to appropri­
a.te interested parties or a sample of 
interested parties questionnaires re­
questing factual Information for the 
review; 

<3> Conduct, if a.ppropriate, a verifl· 
cation under§ 353.36; 

<4> Issue preliminary results of 
review, based on the available infor­
mation. that include:. 

<1> The factual and legal conclusions 
on which the prelbninarY results are 
based; 

<ill The weighted-average dumping 
margin, lf any, during the period o! 
review for ea.ch person reviewed; and 

<llil For an a.gTeement, the Secre­
tary's prellminary conclusions with re­
spect to the status of, and compliance 
with, the agreement; 

(5) Publish in the FEDERAL REGISn::R 
notice of ··PreliminarY Results of Anti­
dumping Duty Administrative 
Review," including the weighted-aver­
age dumping margins. if any, and an 
invitation !or argument consistent 
with § 353.38. and notify all parties to 
the proceeding; 

<6> Promptly a!ter mulng the pre­
liminary resulm, provide to parties to 
the proceeding which request disclo· 
sure a further explanation of the cal­
culation methodology used ln reaching 
the prellmJna.ry results; 

<7> Not later than 365 days after the 
anniversary month, Issue final results 
of review that include: 

<1> The factual and legal conclusions 
on which the final results are based; 

OD The weighted-average dumping 
margin, if any. during the period of 
review for each person reviewed; and 

<111> For an agreement, the Secre­
tary's conclusions with respe<:t to the 
status of, and compliance with, the 
agreement; 

(8} Publl..s.h in the FEDERAL REGISn:R 
notice of "Final Results or Antidump· 
tng Duty Admlnist:r-ative Review," in­
cluding the weighted-average dwnping 
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I§ 353.22 
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I 
pfy an parties 
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ture entries. 
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OlZ'CUllnS1~ces sufficient 
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19 CFR Ch. Ill (4-1-93 Edition) 

to wan-ant a review exist, the Secre. 
ta.ry will: 

(i} Publish in the FEDERAL R!:aISTEa 
notice of "Initlatlon of Changed C1r­
cu.cnstances Antldumpinc Duty Admin­
istrative Review;" 

cm If necessary, send to appropr"ia~ 
interested Pal"ties, or a sample of Inter­
ested parties, questionnaires .request­
ing factual ln1ormatlon for the review; 

CW> Conduct, if appropriate, a verifi­
cation under I 353.36; 

<Iv) Issue prelim1na.ry results or 
review based on the available tn!orma­
tlon that include the factual and legal 
conclusions on which the preliminary 
results are based and any actlon the 
Secretary proposes based on the pre­
liminary results: 

<v> Publish in the FEDER.AI. REctsuR 
notice of .. PreUrntnary Result.a of 
Changed Circwnstances Antidumping 
Duty Admtntetrative Review," includ­
ing an invitation for areument consist­
ent with I 353.38; 

Cvi) Notify all parties to the proceed­
ing of the prell.m1na.ry results; 

<vll> Promptly after iss~ the pre­
liminary results, provide to parties to 
the proceeding whlch request disclo­
sure a further explanation of the pre­
liminary results: 

<vlli> Not later than 270 days a.!ter 
the date of the Secretary's lnttiation 
of the review, issue final results of 
review that include the tactual and 
lepl conclusions on which the final 
results are based and any action. in· 
eluding action wider paragraph <c><9> 
of this section and I 353.25<d>, that 
the Secretary will take based on the 
final results: 

<ix> Publish in the FEDERAL REGISTER 
notice of "Final Results of Changed 
Clrcwnstances Antldwnping Duty Ad­
ministrative Review;" 

<x> Notify all parties to the proceed· 
ing: and 

Cxl) Promptly after issuing the final 
results, provide to parties to the pro­
ceeding which reQuest disclosure a fur­
ther explanation of the final results. 

C2> Changed circumstances reviews 
mas be requested at any time, in.Clud­
ing periods other than anniversary 
months. 

<3> The Secretary wm not initiate an 
administrative review under para­
graph <.O of this section before the end 
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don of the order 
a.trer the date o 
Secretary's affim 
termination or su 
tton, unless the 
good cause exists 

<4> If the Seci 
expedited action 
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tied in Par&.i' 
(f)(l)(V) Of thl.s 
..Inittat1on and l 
Changed Circwr 
DUty Admtnistrc 
event, the not 
paragraph CfXH 
be given to a.ll 
eluded on the Dt 
described ln § 35 

<g> E~ectit.ed 
than seven day. 
an antldumplng 
or reseller may ; 
the Secretary · 
a.dminl.stratlve t 
er's or reseller's 
cha.ndise enter( 
warehouse, for < 

<l> On or afu 
tion of the Seer 
Um.ina.rY detem 
retary'a prelir 
was negative, t~ 
termination, a.n 

<ii> Before th 
the Commisslo~ 

(2) The reQ\: 
nied by tnfor 
deems neces.si 
dumping marg1 

(3) If. ba.sed 
submitted witr 
ta.ry coneludt 
ma.rgtn ma.y t 
than 90 days a 
tlon of the 01 
conduct an e 
review of the 
reseller. 
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Problems of ant1-~ump1ng illvest.i.~atiou sy&tQlll. 

0 

0 

Since the late 1970's, variou6 Korean products 
ha'1e bG.en subject to U.S. anti-dumpillg sneasures. 
lll the 199Qf&, ~rea.'e ina.jor exports such as 
stain.lent!! ~tee.l :t>ipo,. DRAM semiconducto~s and 
21teel produ~. have been tho main targets • Only a 
.few :mont:ha a.go, there vere press Z9ports that the 
U.S. automobile industxy .i& considering filJ.ng a 
petition for anti-dnmping ~stigation agal.n&t 
Korean cars, anotbGr Wtjor export:. item of Koroa. 

.Anti-dwnpinq investiqatio~ and imposition of 
anti-dumping :measures have a seriowi, disruptive 
effect on trade. 

A deci~ion to ~ta.rt an inveatigation itself 
can.be a.blow to the target company. 
Un.C~aintiee over the future niay cauee an 
abrupt decli.na in.purchase orders, and the 
dofana'ina cbmoanv ma.,,. voluntari.lv restrain 

I 
I 
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o.n~i-dwnplnQ invgatiyatLon 18 often o.buGGd ae 
a lQgnl and admlnietrativo barrLQr to trndQ_ 

Crit~cn point out tQ.at tho inv-Gs t.Lgationa 
have o~t~ been oonduote:d ~n an 6Xhitr4J:Y and 
unfa.1.r aanner1 o.n.d that the i..mp1amGntati.011 of 
'the anti-dumping measures doee not re.f1Gct 
'the int:eresu ot the defending companies in a 
balanced way. 

o Spec.ific problems conce.rnln9 U.S. anti-<1.wnping 
investigations are·well-doCWD.ented. 

A very pralilll.1.nary.survey of a !ew Jeorean compani.ei> 
'Whl.ch have recently been subject to u.s. anti-d.u:mpi.ng 
investigation confJ.rma tho ex16~enoe of th~se problems. 

o .Arbitrarily hi.gh Jlli.n.1.tnum rates of profit and 
gen.ere! expenzea we.:re applied in aeeeaaing the 
fair muket vAJ.uQ of l\orean 15teel prcxiucts -

o The Bco~ of the eemiconduotors subject to anti­
dumping measurea vare expanded to include eo­
called later generation produc~s ~ch have yet to 
be produced. 

0 

0 

Dwnping ma.rgi~ £or se!liiconductors and steel 
products -..ie,re :1:evi.sed. again even af'ter the :fina1 
d~torminatioo bad been made. 

Color TV'-& have been subject to anti-dumping 
:measures for I!IOJ."a th.an ten years even though the 
dumping ~\Tin is m1n1ma1 and there is no 
~ub~tantJ,a.l dome~tic p:r:oduction. 

-... ~ ... 
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i 
I 

·1 
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(~naral pn;,blmia of the lL s. nnti-dumpi.n9 nyntoa) 

o Procodural probleJU 

Arbitrary d.atermi..nation of. e~tu~ and 
~tiation of inveotigaU.on wi.thout 
auf f icient evidence 

Requirement of ~saive dltlOunt of 
i.nfo.rmation in a. very ehort:: period of ti.me 

FrQquant ui:se· of ~t Informa.t:lon Ava1.1able 
(BIA) . 

o Problems in the calculati.on of dump~ng m.i:u:g.i .. n 

Diaregard !or· negative dumping 

E~clusion of salos below cost in ageeseiDg 
fair :market value 

.Arbitrary Jllin..Uaum rat.es for <::alculatin-9 
constructed value· 

Lack of BymmBtrical price adjustmentG 

La.Gk of .llpp:COJ?riate adjus"t:.m.ent for exchange 
rQt~ fluc~uations. 

o ProbleinB in the .i11Jpoaition of dutios 

Non-tranepa.rQn.Cy 1.n applying anti­
circumvention IDQasures 

Unjust expansion of the acope of the products 
sUbj&0t to_anti-du.mpinq dutiea 

Lack of Sun6et ClausG and delay of annnal 
review 
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1Jincm11D1ng tho nntl-dUlll]?iiiO 1.nvootigat1ooo al: LllQ DKC 

o Anti-dumping inveati9at:tona have a nor.louo 
ne9at~ve .1Jnpac~ on ove.rall Xorea-u.s. oconorn.ic 
relati.on8_ cs well aer bllate.ra_1 trade. 

We hope to diect1s·e the procliildurea and polici.es of our 
two conntries regarding anti-dumping invQ~tigati.ong, 
e~J)Qeially the problems identified 1.n thQ cour~e of 
u.s. ant!.-dmuping i:nver:i.ti.srationa of Korean prod.uct6, 
And vaya to 1.Jllprove thQlJl. 
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In the comments on U .-s .. antidUlliping lllGC1'5UXse which ....ere 
dglivered in wri.ting to tho U.6. eic:j.e duri.n9 the first DEC meeting, 
the Korean side pointed out a011era.l problem.a wn.ich foreign 
companiag, including Korean oompa.n.ivts, f&ctt in connection with the 
imposition of anti.dumping duties. ~ '10Uld 1.ike ~o further 
elabora~e on ODQ of ~se problems--namQly, the delay of 
administrative .re-v-iGW". 

Under U.S. law / antidwnping &lti&a ara f inali~ed on the basis 
of the dWDping margin of th$ product actually imported. Fo:r this 
purpose1 the Department of Comma.reg condu~ annual adnl!nistrative 
reviows of outstanding antid1llllping ordai:e. 

The administrative rgvi~ e.re often dela~ for a eubstantial 
pgriod of ti.ma, in some cases up to several :yeare. Tb0sie delays 
adQ to the uncerta.1nt1ea of tradcil ao well aa to the financ~ai and 
adminiBtrat1ve burdens o~ thg d.Qfendinq company. it c18o delaya 
thG refund pr<>aQB6 of antidwnping dutiee. 

In addition, since the U.S. aot~dw;ping law _lackB a ·sunsQt• 
clause 6UCh as thoi:1g prov'1ded by the E.C., Aul5tralia and Canada, 
the ~elays in Zl<ilni.nistra:ti.va . reviews havg ~ more serious 
1.mplication. Under the U.S. lav, dw;pi.ng ord9l:s can be li.ft:ed ~hen 
dumping below d0 nd.ni..m.1..s level. ot 0. 5 pel'.'Oont ha.B bee.n found for 
th.rge consecutive yearB. HoweV'Qr;· the delays in adm.ini.iitrative 
reviews hinder ~efending cdtnpanies from taxing full advantage of 
this p~ovi~ion. · 

The annual rev1.ew 0£ antidumping ord.2.rs on Korean co1-or 
televl.s.ionli i.e; a case i.n point, l:t was on September 2.0, 1993 that 
the Department of eoromsrce· ·announced tna t:ina.l results of ~ts 
admin..1.st:rat.f.ve rav.1.Q'W' of anti.dumping orders on Korean color 
televisions for the pe.i:~o<J.:frcim Apri.1 1, 1990 through March 31, 
1991. But tha Department of Co~rce has yet to publish the final 
results of its adm!.niotrativa rGView for ~he p:raceding two year5 
from April 1, 1988 through March 31, 1990. 

The caee of KoreAn coloi: televieions also illustrates the 
reduced ef£ec-eiveness of~ l:QVOOation provlgiorus dua to ~J;censive 
de1a.ys in 6n.nuo.l reviews. The dumping lll1!r9inB on color tQlQVi.asiona 
manufactured by SBJQBunq .Elo.ot.J:oi;i1cs Co. \rere tound to bG below the 
de ro.iniinie level for. two coM'i<:\!tiv• years (from .Apri.l 1, 1996 
through March 31, 1988). But because the Department of Cmame~ce 
did not publi5h the f irnJ-1 result of ite adminl8t.J:at1ve review for 
the following year (from . .April 1989 U> March 19_89) as explo.ined 
above, the oompo.ny had to respontj.. to admlnistrative reviews for the 
~nsuing years from April 1989 .to .}{arch 31, 198~ and again for tha 
period from April 1990 to March 31, 1991. It ahould be noted that 
the dumping maxgin on 58.mflung' e .. color tolevisionn for thlil poriod 
from April 1, 1990- t<2·1'U!.rcb 31, :1_991 vae found to be below the de 
Jni"ni_rot~ lovcl. --·- .... - · 

P. UG 
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In this .regard, ~ would libt -to know tlle to11o~ings 

1. the releval\t provJ..e-J.ong of tbQ o.s. la.VIS and regu1a~ions 
regarding .adminatrative J:OVi&Y of antidtmtpinq orderl5 

2 • the u:sual t~frume for adminiistratlve raview (including when it 
Gtarts, duration, etc.) 

3. whether 1.t 15 poesJ.ble to ~ek compensation for damages caused 
by the de1ap 1.n administrative ·revie.we . 

4 .. whether 1:he u .. s. Govoo:?UllQnt hao any plan to .address ~ho delays 
~ adminstrative reviews 

s. whe"the.r the u.s. Government has.lmy plan to introduce "'ounset• 
clau.se5 

.... _ ..... 
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U.S. - KOREA DIALOGUE FOR ECONOMIC COOPERATION 

Issue: customs and Import Clearance 

U.S. Ob1egtiyes: The USG wi•hes to expedite release ot 
merchandise imported into Korea. There are aeveral apecitio 
qoala, namely: 

1. increase pre-arrival processing and clearance 
2. improve coordination between a9enoies 
3. create a Trade Ombud•man position to hear and resolve 

complaint• about import clearance procedures 

Korean Qb1eetiyea: Korea ha• established many import clearance 
procedure• that serve as trade barriers. Delays in release of 
cargo and uncertainty of admissability are used to impede 
•hipments that compete with Korean products. 

P.04 

Background,: Delays in the release of merchandise imported into 
Korea impose an economic hardship on u.s. exporters. Several 
agencia• (Customs, MAFF, MOHSA, etc.) have authority to control 
the clearance ot cargo at the time of importation, but, they do 
little to coordinate their clearance procedures. There is no 
place an importer can go to re1olve onqoin9 or intara9ency 
problem•. The USG ha• encouraqed the ROKG to establish a 
mechanism for reaolvinq problems and disputes before they are 
raiaed to the diplomatic level. Under the previous U.S. 
admini•tration, u.s. customs established a Trade Ombudsman 
position with responsibility to listen to the trade community and 
reaolve it's problems. The ombudsman is a political appointee 
who ha• no prediaposition to a•aume that the government is always 
correct. Note, however, that the u.s. customs Ombudsman does not 
have authority in other USG agencies. But, the intera9ency 
problems experienced in Korea do not exist in the u.s. because 
there is excellent interaqancy cooperation in the U.S. and other 
USG agencies have delegated many of their functions to USCS. 

Talking Points: 

• Cargo moves by air freight from the U.S. to Korea in half a 
day. But, many days are required after arrival in Korea before 
an importer may take posse11ion of his goods. 

• Free trade must be fair trade. Procedural barriers act to 
dimini•h the value of imported goods. 

• Import clearance procedures are judged, not by the speed ot 
clearance by any one government agency, but by the total elapse 
time trom arrival of the qoods until they are released to the 
importer. 

• Trade disputes based on administrative procedures are better 
resolved at the administrative level than the diplomatic level. 

Prepared by U.S. Customs Service October 7, 1993 
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u.s. - KO .. ~ Dl.ALOGUI •oa ICOHOXIC COOPBRATIO• 

XOREAN ISSUE: customs User Fee (Merchandise Proceaa1nq Fee) 

A) Th• KPF collected by the U.S. customs Service is a 
barrier to trade. 

B) Th• MPF fee structure is inconsistent with relevant 
Ceneral Agreement on Tariffs and Trade (GATT) 
provi•ion•. 

XOREAN OBJECTIVE: 

To persuade the U.S. Government to eliminate or restructure the 
KPF. 

BACKGROUND: 

P.02 

Effective Dacem!)er l, 1986, the u.s. Customs service, under the 
authority of 19 U.S. Code sec, was given the authority to collect 
a merchandise proce••ing fee (KPF) from importers. 

The purpo•e of collecting this fee is to otfset that part of the 
Commercial Operation• budget of the U.S. customs service that is 
related to the cost of processing the imports tor which the tee 
i• impoaed. Commercial Operations is responsible for assessing 
and collactinq duties on merchandise imported into the United 
States. 

Importer• pay this fee at the time ot entry. The fee varies, 
within certain minimum and maximum amounts, depending on the type 
of entry tiled with U.S. CU•toms and the value of the imported 
qoods. 

The MPF has been a contentiou• issue with some GATT members, and 
the European Economic Community (EEC) submitted it to GATT 
dispute settlement in the late 1980'•· The MPF system in its 
current state comports with the finding ot that dispute 
settlement process. 

TALKING POINTS: 

• The MPF is not a barrier to trade . 
certain operational costs allowinq 
the most efficient, cost effective 
world. 

It is a means of financing 
u.s. customs to be one ot 
customs services in the 
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• The KPP ottaets part of the operational costs of the u.s. 
custom• Service•s application of its entry and clearance 
procedures with r••pect to the goods for which it is 
collected. The KPF actually facilitates trade by providing 
ample U.S. custom• labor and capital resource& uaed in its 
prooeaaing and clearin9 of imported merchandise. 

• In 1991, the U.S. Customs Service modified it• MPF fee 
atructure in reaponae to a GATT panel's finding that aspects 
of the ad valorem MPP were inconsistent with certain U.S. 
international obligations. 

P.03 

• U.S. CUatoma modified the MPF fee atructure to include minimum 
and maximum charges per formal entry, and has diacontinued its 
use of commercial coat estimates deemed inappropriate by the 
GATT panel. Additionally, to the extent preaently feasible, 
U.S. customs ha• restricted th• use of feea collected to the 
proc•••ing of the imports tor which they were collected. 

• To ensure th• MPF is fairly and equitably charged, u.s. 
CUatoms is moving towards developing a cost-based accounting 
•Y•tem that would more accurately calculate labor co•ta paid 
from KPF revenues. Like the system now in place this system 
would be consistent with both GATT proviaions and generally 
accepted accounting principles. 

prepared by: 
u.s. CU•toms Service 
October 8, 1993 
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U.S. - KOREAN DIALOGUE FOR ECONOMIC COOPERATION 

KOREAN ISSUE: INDUSTRIAL COOPERATION 

Issue: 

The Korea Government (ROKG) continues to push for a formal 
agreement on industrial cooperation with the U.S. 

Korean Obiectives: 

During their meeting on April 15, 1993, Minister of Trade, 
Industry and Energy (MOTIE) Kim Chul-su presented Commerce 
Secretary Brown with "A Proposal for Industrial Cooperation 
Between Korea and the United States." Through this proposal, 
Korea seeks to encourage the USG to become more actively involved 
in promoting U.S. technology transfer to Korea. 

u.s. Objectives: 

The USG should agree to negotiate a formal arrangement on 
industrial cooperation with Korea, provided there is real 
progress on issues of concern to the U.S. business community, 
such as an improved investment climate and better intellectual 
property protection. We should use Secretary Brown's meeting 
with Minister Kim to outline our views on the conditions and 
possible components of such an arrangement. 

Background: 

Secretary Brown has agreed to begin a dialogue on Trade Minister 
Kim's Proposal for Industrial Cooperation (ICP). A letter from 
the Secretary to Minister Kim stating this was delivered by the 
U.S. Embassy in Seoul. Secretary Brown's letter endorses the 
concept of the proposal but does not accept it per se. It does 
state that u.s.-Korea cooperation should not be confined just to 
technology, but broadened to include ways of improving the 
investment climate for all industry sectors. These problems 
include poor intellectual property protection, government limits 
on royalties and a difficult investment environment. The ICP 
also proposes that informal talks begin so that an agenda can be 
developed before the Secretary and the Minister meet during the 
APEC summit in November. 

The ICP contains little new substance that has not previously 
been addressed by the USG in discussions with the ROKG over the 
past several years, in the Technology Subgroup of the Presidents• 
Economic Initiative (PEI) and the Science and Technology (S&T) 
Agreement talks. This is the fifth such proposal submitted to 
the USG since January 1992 and is part of a broad, ongoing effort 
by Korea to attract foreign technology so as to improve Korea's 
industrial competitiveness. Dissatisfied with progress in the 
Technology subgroup, PEI and S&T, the ROKG hopes through their 
current proposal to establish a direct channel of communication 
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between MOTIE and Commerce, and to expand the scope of the 
technology discussions. 

Korea's proposal lists five prospective areas of cooperation: 1) 
blueprint/plan for long term cooperation; 2) fora for exchange of 
information; 3) financial assistance for industry; 4) 
promotion/support for joint ventures; and 5) trade events. 

commerce Acting Under Secretary Hauser met with Assistant Trade 
Minister Park on June 15 to discuss the proposal. Rather than 
seek a response to the April 15 proposal, Park presented Commerce 
with another proposal which outlines additional ROKG positions. 

The USG continues to address industrial/technology cooperation 
issues under both the S&T and PEI agreements. Under the S&T 
Agreement, several major Korean corporations have invested large 
sums to establish joint laboratories with major U.S. 
universities; these and other interactions under the S&T series 
of agreements are expected to result in future joint ventures. 
(The S&T Agreement took effect on July 29 of this year). Also, 
the Technology Subgroup of the u.s.-Korea Economic Consultation 
was redesignated in December 1992 with a mandate to establish a 
basis for further commercial technology cooperation and carry on 
and elaborate the work of the PEI technology working group. 
Therefore, the proposal may best be addressed by the Technology 
Subgroup. 

During the Dialogue for Economic Cooperation (DEC) talks in 
Washington on September 7-8, the ICP was drawn under the DEC. 

On October 12, representatives from the Korean Embassy in 
Washington presented to Commerce officials a draft Arrangement 
for the Establishment of the Joint Committee on Industrial and 
Technology cooperation between the Ministry of Trade, Industry 
and Energy. Republic of Korea and the Department of Commerce, the 
United States of America. This draft Arrangement proposes the 
establish of a joint committee comprised of U.S. and Korea 
government officials, as well as private sector organizations. 
The committee's function, among other things, would be to promote 
industrial and technological cooperation, identify and remove 
impediments to industrial and technology cooperation, and support 
industry-specific forums, seminars and symposium. The Koreans 
expressed the hope of having this Arrangement finalized prior to 
the APEC meeting in November so that Secretary Brown and Minister 
Kim could execute it during their bilateral meeting. We suggest 
that Secretary Brown outline our views on such an arrangement, 
and the conditions that are necessary for its completion, e.g., 
IPR protection (laws and enforcement), protection of investment, 
and deregulation of investment rules. 

Talking Points: 

o we agree on the importance of discussing industrial 
cooperation as part of the DEC. Our governments should 
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strive to recommend and develop ways to expand on the 
progress made over the last two years in the Technology 
Subgroup and the President's Economic Initiative. 

o However, it is important that the Proposal for Industrial 
Cooperation focus not only on technology but on areas of 
importance to U.S. businesses, such as liberalization of 
Korea's investment regime and elimination of barriers in 
other sectors. 

o U.S. firms face significant difficulties in doing business 
in Korea, such as: poor intellectual property protection, 
government limits on royalties and a difficult investment 
environment. 

o Depending on our discussions here, we may wish to establish 
a formal counterparts group when Secretary Brown and 
Minister Kim meet in November during APEC and agree to an 
agenda. 

o We propose that Secretary Brown and Minister Kim meet in 
Seattle to discuss the conditions and possible components of 
an industrial cooperation arrangement. 
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The aocess~ty to ~~SCU88 1.ndustr~al cooperation at the 
DEC 

o Enhancing industrial cooperat~on is contral to 
achiev~9 an expanded ecOllOlldc partnership, which 
io the p~l.mary purpose of the DEC. 

0 

Th~ comp).ementarily of the induatJ:ial 
etruotur'3~ of our "t.WO nat~one can beat be 
utilized'to the ba.n.efita of both oountrie~ 
through the excho.nge of 1.n.£orma.tJ.on, jo1.nt 
vantux:e~ and trdn.Cfer of technology. 

'Induatr~o.1 cooperation ie a combination of 
all ttc:iae·mu'tUAl.ly benef1-cia.l exchanges 
betveen ~h~ private sect:.or6 o.f our two 
eeonoml•s·, ·and as isuch 1-a expected to enhance 
th@ int..ernaci.on.al conrpeti..tlvea~sa of both 
countx:iet5 . 

Mr. KfJD.Chu1~u~ Mtni.~t:.e;r of Trade, 'Industry and 
Engrgy, mado a PNl?06al. to tM U.S. gov~nment for 
enhanced. .. 1.ndu~trial c~peration du.l;ing hi.s vis.it 
to the United States last April. We understand 
that tho U.S. gove:r~ent ha~ been reviewing the 
proposal and. will soon convey :tbe.re~te to our 
side. 

o At thQ PEC, wg hope to gstabllsh a. fl:amQwork .for 
expanding bll_ateral. i.ridui!trial cooperation. 

We may also con.aid~ 'iatabliehing a joint 
cOlUIIl.ittee composed of :cepref5entat1~es of both 
."th~·gove~nt and private aecj:.Or, in order 
to- develop ~oncrete proqx:ams for cooperation. 

Szp18A4tlon of ~oroa•s p~paration ~or expanded ~orea~ 
u.s. ~du&tr1al cooperation. 

·­
" - · ·· 

--::i_8-b 

I ,. 

~I 

I 
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OUr original ·plan. was to create a Korea-u.s. J"o~nt 
Fund for indunt:ri.al cooperat:ion .. .nut 1.n 
consid4lro.t:ion of budgetary problemo in the u. G. , 
'Will have changed the plan and otarted to rill.ti~ tho 
fund~ -~dependently. 

We plan to Gstabli.&h a Fund ot: 'OS$20 roU.l.i.on - -~ 
by 1997, with contributions; from both the 
goveriimant an.d private Ge<::tor. Wo ha.vg 
alroady eooured US$4..3 mi.lllon, i.ncludi.nciJ 
US$1 :mlllion 1'.rOI11 the 1994 governllient bud~t-

o we are .alao 1119rkin~ on: the estcl>liahmont of the 
Koreo..;.u_:s •. Is;idu~ttial Cooperati.on Foundation. 

1) 

The Foundation will have the authority to 
za.ana9e tho Fund. Eotabli.&h:ment 0£ thG 
l"oundation- ·is n9W being a:n:an9ed by the 
Federation of Korean I:ndustl:'ieG 1 one of the 
major eontr.1butol:S to the Fund. 

Aa soon as the details of tha Yund and 
opera.ti.On. pl~ 6re determ.l.ned,. we p1an to 
1.mpl~~t the followUig progrwus i 

Financial" support for feasibility atud.i.es and 
draftinq of business plane £or i.ndivid.ual 
Ko~ea-u.s. joint projects,. ~uch as joillt t 
prQduction1 technology tie-ups And joint 
ventureiii in third cowitries, wi.th a 

2) 

particular e1t1pha.~i~ on high-tech fields. 

Firumcia.l support: for holding U. s.-Ko.rea 
tQchnO-marts • sympo:s ium.s and bus i.ne s a 
consultations be~u the ind.ustr.les of our 
tw countries. 

3) .Exchange of personnel between U.S. and Koreani 
buaineosea. 

o The Kor~n· 9overruoont plans to build F~e 
Investment Zonee (PIZ) • 

. . -·-

·l 
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1n order to 9ncourage for61.gn inVQet.luQnt in 
h.i.gh-tech 1.nd.n•tr~~~. the govornmant p1CUUt to 
bµil~.two FIZ'o in tb0 Sooui motropo11tan 
CLrea. 

Foreign inireotare in the FIS will be g:r6llted 
e runnbel= · ot benel.ite, .in.clud1.nq ee.ai.er land 
acquis,ition, streanil.1.ncad ~ocedareG £or 
J.nvellt1Dent approval anc1 :fActocy construction 
4b.d ~~ accea& to off-shore financing. 

"rhCil. total. cotst 0£ bui.ldi.ng the FXZ • e i.e 
eZ!!t.i.Jult.ed. ~t US$10 0 Jid.ll.1.on • 

We ask th~ VSO's ~qtlye cooporat.1.on .in ~orea~U.S. 
industrial coo_peration. 

o We ask the u.s·. government to positively con&ider 
portici.pating in tho oreation of the Fund and to 
pxovida cooporat.ion fo~ the projects to bQ carried 
out by the Foundation • 

... ~ 

• ·--·4 

• ·-C 

,.":' ... ~ 
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ProµiotJ._<.W £1 JQ,f..ot Y~nt:u~ iD. Thi.nl Countx-1~tt 

An U.S. COillf'dnieo f.,norea"~IJlY ehift their £ocua to t;.he 
dynam.ic Aaia-Paci.fic ~~ion, Korea is emerging as a Jl.dtion with 
much to offer as A potential partner to~ American business. 

GQographically I JCoJ;ea ia 8tr&~giea.lly-1oC8.'C00 dt the hub Of 
NOl:'theaet Asia. It enjoys ami~~a diplomAti.c relations with -all 
major countries in the region, including China and Russi.a. 
CUltural faDJ.11.iarlty affords" ~orean oompaniee a valuable edg-e in 
adapting to local conditions. 

Korea algo pot>Bezsse!J tha . .Jdnd of admin.1.st:rative experience 
and tQchn.i.ca.l know-how wh.!ch·iis 'Jnost \telcome in these neighboring 
c;iante. Strong ~~s ot ~orean capital. And intermediat9 goods 
to Southeast Asia and China sug9est th4t Korea•s inedium-levol 
technology ia already proving easily applicable in develQping 
countriGe. Finally, Ko:i:aa•s manut'actu:ring oa.pabiliti.ea, 
supported by a sJdl1ed, highly-educated and oost-afficient labor 
force, can successfully complement the advanced ~chnol.ogy aa 
well as rlnancing and :marketing abiU .. t1.es ·a·r u.s. firms. 

Third-country joint vent~s con!titute a ~i.able 6rrange.m.ent 
for taking full advanta.ya Of.the COlllpl~ntary potentials of our 
two countries. Particularly in the areas of construction, 
development of natural roaoo.n:es,_ lllallUfaQturing of eoph1atocatad 
machinery and part8 and the marka.ting/dLgt:r1bution businesaGB, 
Korea provides an id~al regiona1 center for future l\a~a-y:t.~e 
oper~tiont5 of .American bus~neg~e$. 

This issue -was tabled a~ral tiiooG at the Economic Suh­
CabinQt mQQtings of tha past. Dbousaion at theGe :meetings was 
less thdll conducive to concx:ete res1llt6 1 due in no small paJ:t to 
!Corea• s 1ukewarm commitment to' take neceseex:y mea.aurgs to imp:x:oV'e 
i.ts bwsiness environment:.. But with Xoroa •s recent drive to 
upgrade !ta 1nveatIDC3nt and business olima~e in close cooperation 
'W'ith the o.s., the obeUi.cles to third-oountry joint ventures a.re 
rapidly beinq dismantled. we llaliGW tbat these reforms are 
creatinq a most favorable environment for our countr~es' 
cooperation in this area. : 

Th.lrd-coun~ry joint ventures should be initiated by private 
buG.ineaaea, but govemunento can-tlcso play an active role by 
providing relevant information and 1.l!lproving institutional 
tacilitiQs to:x: such ~entures. we· 'WOUld like to diBcU66 the 
promotion of third-country jo1.n-t vent:ures aa a Gub-1tein of 
indua~r1al cooperation, which wo proposed to discuss a~ the DEC 
a~ a way to enhenee econol'Uic cooperation between our two 
countries. 

.. ............... 

• ;t 



U.S.-Korea Dialogue for Economic Cooperation 

Science and Technology Cooperation 

Issue: Korea has proposed to use the DEC to "jump start" the 
work of the Joint Committee of the S&T Agreement until that 
committee is formed. Korea seeks a ministerial level S&T 
meeting and a U.S.-Korea bilateral industrial research and 
development foundation. 

U.S. Objective: The U.S. seeks to maintain the Joint Committee 
of the S&T Agreement as the forum for discussing 
government-to-government S&T cooperation and has proposed a 
first Joint Committee meeting in Seoul November 18-19. While 
prepared to look into options for a high level S&T meeting, the 
U.S. believes the work must begin at the technical and will 
field a technical team to the Joint Committee. 

The U.S. has suggested that our first priority should be 
implementation of the S&T agreement, and that the idea of a 
foundation can be considered in the future as we evaluate our 
progress under the umbrella agreement. 

The U.S. would propose the Joint Committee report on its work 
to the DEC. 

Korean Objectives: Korea seeks to "jump start" the work of the 
Joint Committee by discussing ways to enhance bilateral S&T 
cooperation in the DEC pending the first meeting of the Joint 
Committee. Korea wants the Joint Committee to meet at the 
Ministerial level (like with Japan), and has proposed 
establishment of a Technology Foundation to provide partial 
funding of joint research by U.S. and Korean firms. 

Background: The STA and a U.S.-linked Patent Secrecy Agreement 
(which required action by the Korean National Assembly) entered 
into force July 29, 1993. Korea is anxious to pursue 
cooperation and has asked for an early (October/November) 
meeting at the Ministerial level of the Joint Committee of the 
STA in Seoul. Korea cites the U.S.-Japan ministerial level S&T 
Joint Committee as their model. 

While not rejecting the idea of a senior level meeting, we 
believe the priority is for the Joint Committee to meet at the 
technical level in Korea to allow U.S. agencies an opportunity 
to review and investigate potential partners. OES DAS John 
Boright is preparing to lead an interagency team to Seoul 
November 18-J.9, 1993. 

The foundation sought hy Fuu:0;3 i~~ based a U.S.-J.si:ael 
foundation which provides partjal funding for jnint i:ese;:ir1.h 
projects by U.S. and Israeli firms. Funding (USO 30 million 
each) proposed by Korea is the major, although not only, 
problem. To meet Korea's desire for a political level S&T 
event, we are investigating opportunities associated with 
planned travel of senior officials. 
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Talking Points: 

The U.S. shares Korea's desire for an early meeting of the 
STA Joint Committee and implementation of the agreement, 
and has proposed the Joint Committee meet in Seoul on 
November 18-19, 1993. 

We understand your desire for a high-level meeting and are 
looking into various options. 

We believe the priority is to pursue implementation through 
technical contacts. Dr. John Boright (OES/S) will lead a 
team of technical agency representatives to the Joint 
Committee meeting. 

The idea of a technology foundation can be considered in 
the future as we evaluate progress under the STA. 

We would suggest science and technology cooperation be 
pursued through the Joint Committee of the STA and that the 
Joint Committee be requested to report on its work to the 
DEC. 

Drafted:OES/SCP:JRichardson 
10/6/93 SESCTB 6449 
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D~scusu~ou of scienc~ and t.9Qhnology co<>p~ration at the 
DEC 

o The Agreemen~ on Science and Technology 
.Coope~ation· (6TA) went ~n~o at~ect on July 29. we 
un.d~stan.d that 4.iacuesions on estah11-ahin9 a 
Joint COJW\.ittee.on Science and T~ehnolagy ne eet 
forth in.the .agreement have since been under way 
between -cbe·re1evant authorities of the two 
c:ountrie8. · · 

o Tb.rough the DEC, wa want to 91.va a jump atart to 
the YOrk of the ·Joint Comiii.ttee and discuss ways 
to enhance science and technology cooperatJ..on 
until the Comirti ttee i..e formed tmd begine 
operation. 

Establ~~haant of thu Joi.Qt ComaitteQ aod ti.mi.Ilg of the 
fir11t 54i)Slilion 

o We hope to hold thQ first nieetlng of the 3oint 
COlllJD.itt~~ at tha aa.rlieet da~e possible. 

Therg hag be4Ut no legal basi~ for Korea-u.s. 
scienc111 and tecbnoloqy coopQI:ation for about 
:four years iz1.nc4i the o1d agreeman.t ax:pir~d in 
October 1988. It was only about two months 
aqo th.at the new agreement entered into 
fol';ce. l.t is. 'Wi.tJ:i thls sense of ursQncy that 
wq 'Wish to renev oul: acience and technology 
c6opera~~on, includ~ng th~ various programs 
envisaged. by the ~~, as soon as 
poss'ible. 

!.:: 
I 

l 
I. 
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Jtoreau citiseD." ~arlll" utayJ.ng J.n the t:Jnitcd 
State& "to "tJIQrk .for U.S. b~anohezs or Bubs!.d.1.arJ.oG 0£ 
stor.&&1 <=oq>aAiG& sm.at pay Social &iourS.ty Payrc11 Ta& 
(SSPT) ltUlder 1:be PX'.01r.i.e10DG of !'e4~~a.l. 'Xo.nuranoe 
eont.r.lba-t:ton Jaat (1'lCA). wbi.le at the &BDS t:..ime payi.ng­
duesi to tlla Z:>~an govormwut iu aocrordanae wi.th 
Xo%"$a•e Kat1~al Penaian.Aat • 

.n..ccord!.llg to·tlle U.S. s1stea1 ~OJ' must pay Sooi.Al. 
Socuri.ty Payroll Tax for at lea5t 10 J'Val:1i to reoe~~e 
benefits. But fo~i.guera worJc.JAg on a $bort.--toz;m basis 
J.n the U .s. are alsO o~U.gocl i:o pay tbg tax, even · 
though it h not evident: 'that they wi.l.l enjoy the 
bonefi.te. 

Since a.a cm;>lorcr :amst share 50f. 0£ the tax, 1.t ha.s 
beaoae a :fisumoial bu.rdon. upon tha ~y ea well. as 
t:he emplo?e<JS •o a,re.s.a.441.e.d wit:h add1t1.oaal i.ncome 
tax. 

One way to azolve this prol1lem is to oonc1ude a socJ.al 
saQud.ty asi~~t, granting. an exemption ~ram. the 
SSn to the citi.:en.s of. OD~ ~ftttacting party stay!.ng 
1n t:he otbar_contrac£i.ng ~arty oQ a teisporary basis. 

a Ths Un.1.ted st~t~ ha.a already s~gned a silo..ilar 
agre~nt wit:.h 14 nati.o~ • including Aw5t.ri.a, 
Belqi1lPl. r~4ly and the U.K. 

l 
l 
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U-S--Korea Dialogue for Economic Cooperation 

Labor/Industrial Relations Issues 

Issue: Korea has proposed to discuss labor issues in the DEC 
as "part of our discussion on economic cooperation." They have 
offered no specifics on what topics they wish to discuss, but 
evidently seek some sort of cooperative consultations on the 
prevention and resolution of labor disputes. 

We have requested further information from Korea on what 
labor/industrial relations activities and issues they wish to 
discuss. 

U.S. Objectives: While we would not agree to discuss labor 
disputes involving U.S. firms in the DEC, we are in principle 
willing to continue or intensify recent U.S. programs in Korea 
on voluntary mediation and labor/management cooperation. These 
programs could have a long-term positive effect on the 
industrial relations climate facing U.S. firms in Korea. 

In conjunction with a cooperative program on voluntary 
mediation and labor/management cooperation, we would also seek 
consultations on aspects of Korean labor laws, policies, and 
practices related to the right of association and the right to 
organize and bargain collectively. The U.S. has longstanding 
worker rights concerns with Korea in these areas (deficiencies 
in these areas led to OPIC's decision in 1991 to suspend 
further activities in Korea). 

Tight resources will likely constrain any cooperative program 
on labor/industrial relations issues. We have been unable to 
secure travel funding for an initial visit of U.S. labor 
experts to Korea, although partial USIA funding continues to be 
a possibility. 

Korean Objectives: Korea sincerely desires U.S. advice on the 
peaceful prevention and resolution of labor disputes. It also 
clearly seeks from the DEC public recognition that it is 
working to improve the industrial relations climate facing 
foreign firms. In addition, Korea hopes to use discussions in 
the DEC on labor/industrial relations issues to encourage the 
U.S. to reinstate its OPIC benefits. 

Background: The number of labor disputes in Korea mushroomed 
in the wake of the country's 1987 democratization. Although 
the number of labor disputes has dropped off since 1989, they 
are still running at higher levels than in the early and 
mid-1980s. Foreign firms in Korea have been an especially 
tempting target for labor militancy because they are perceived 
as being able to afford high wage and benefit packages. U.S. 
banks operating in Korea have been particularly hard hit by 
labor disputes. 
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The relative militancy of I<orean labor is compounded by the 
co u n t r y ' s di s p u t e r<:~ so l u t i on sys t em , w h i ch au tho r i z es 
semiautonomous labor commissions under the Ministry of Labor to 
start conciliation and mediation of labor disputes after, but 
not before, negotiations break down and the two sides become 
locked into their positions. Korea has neither an independent 
labor mediation service comparable to the U.S. Federal 
Mediation and Conciliation Service nor an autonomous labor 
dispute adjudication agency like the U.S. National Labor 
Relations Board. It is reportedly considering establishing 
IJoth. 

While it consistently points out that OPIC's 1991 decision to 
suspend further actjvjties in Korea has not had a direct impact 
on the Korean economy, the ROKG views the OPIC suspension as 
unfair, especially since Korea joined the ILO in December 
1991. However, Korea has not yet ratified the principal ILO 
conventions dealing with the right of association and the right 
to organize and bargain collectively (Conventions 87 and 98, 
respectively) or made any other reforms to its labor code that 
directly address OPIC's concerns on the right of association 
issue. However, court decisions since 1991 have substantially 
widened the legality of unions outside the Korean Federation of 
Trade Union (KFTU) framework. In order to reverse the OPIC 
suspension, the ROKG must formally request reinstatement and, 
if necessary, respond to likely opposition in OPIC's public 
hearing process. 

The U.S. has longstanding worker rights concerns in Korea 
centering around the country's single union system, which 
permits the formation of only one union in each workplace and 
formerly required all unions to be affiliated with the official 
Korean Federation of Trade Unions (KFTU). Some Korean 
dissident unions are not officially recognized by the 
government and are not permitted to represent their membership 
legally. In addition, we have expressed concern with Korea's 
third party intervention law, which forbids the intervention of 
all but legally registered unions in industrial disputes, and 
with the imprisonment of union leaders involved in strikes. 

Talking Points: 

o While we understand that some labor issues are sensitive, 
we believe that a cooperative program on labor/industrial 
relations issues could be beneficial for both Korea and 
the U.S. 

o Before we reach final agreement on conducting a 
cooperative labor/industrial relations program under the 
DEC, however, we would appreciate more information on what 
activities and issues you would like to discuss. 

0 We are also interested in what organizations--government 
or private--that you believe might be interested in 
carrying out a cooperative program on labor/industrial 
relations issues. 
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o We would welcome a further discussion of this issue either 
in our working-level session or though our embassies. 

(If: raised) 

o While we are willing to discuss the general issues related 
to OPIC's decision to suspend its programs in Korea, the 
DEC is not an appropriate forum for discussing Korea's 
reinstatement. 

o OPIC's worker rights reviews are carried out under 
specific statutory authority, and Korea must apply for 
reinstatement directly to OPIC. 

Drafted:EAP/K:WHeidt 
SEKEC 2070 10/18/93 

Cleared:EAP/RA:BMalkin 
S/IL:AHirons 
DOL/ILAB:GHalm (info) 
FMCS:JPower 
OPIC:HHimberg 
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Over tho laat D(,'Weral yen.re, the rapid delI!Ocratization of 
Korean cociety has stranqthenad the ri~hta of "WOrkerG 
isubatantially. Consequently, one c~ find labor disputes, aoroo 
of them quite iserious, i.n virtually every sec1:0r of the economy. 

Foreign-invested ti.rm.a havg been no except.ion. In fact, 
labor ditspUtQS ere inCI;easingly ci~d llU Olle Of the main - . 
d!ff'icu.1ties taced by forei9n-illvea1:od. fi.nis doing business in 
Xorea. Thii5 has become a. major factor dis;c:ou.raginq foreign 
.inves"bnen"t here;:. 

Labor d.ispu~ea axe e~aentially a matter botween private 
parties, namely \lt>rkers and. their mnployer. :Notwithstanding thG 
pJ;1va.te nature of labor disputes, hm."e<7er, there 1.6 :i:oom for 
CJO"f'ernment .intervention.. .Aa vs have seen, prolonged labor 
dispute8 can ta.mi.ab tcox~~·e .image d8 a.n a~tractive place for 
foreign investors. · 

In a renewed conunitment to openness, the ~rean governmeot 
i~ wil.llng to discuss even thorny iesues such as labor dispute6 
a.t the DEC. ~ the United States bas mu.ch experience in managing 
oft.en disruptiva la.bor .rela~ions, it has much to adviae ~orea 
concerning the prevention and rgsolution o.f 1abor disputes. 

In addition, we bQli~~ 1t ie Appropr~ato to dLscuea at ~he 
DEC the ::e1natatGJOOnt of OPIC p::ogram.s i:n ~orea. While the 
OPIC's decision in 1991 to suspend its activitie~ in :Korea did 
not have n direat impact on the ~oraan econODty, it risks givin9 
the international community a distorted i.roa.ge of labor ri9hts in 
Ko-rea. we believe that the ID.11ch-ilaproved labor situation in 
Korea, especially after iti! entcy ·in~o the International Labor 
organization, warrants the imlllediate xestoration of OPIC 
programs. 

£nggeated Channel f2J: 'Qnyulta.tion 

We understand that the U.S. side would 1ike to raise labor 
i55UeG in conm~ctlon with economic de.regul.ation. From our 
perspective, however, labor disputeiliil in fot=ei9J1-i.n.Veste<i firms 
are not· a question of.over-i:e<JUl,ation. Consequently, discus31on 
of 1abor iseuea undQr the heading of deregulation riska provoking 
a negative react.ion from the' !:o~ea.u public. :For theGa rea~ona, 
we would lUte to address labor ie.eues aa part of our diacuesion 
on economic cooperation. 

With mutu..al co~sent, issuea ,p_th highly--ssnaitive, political 
implications could ·:bQ cixcluded from the agenda discussion on 
labor iseues. ·· · · 

.·. ___ ·::::,. . . 

,. 



Background 

Proposal to Establish a CooperatiYe Dialogue 
Between U.S. and Korean Bank Regulators 

Pervasive regulatory controls in Korea are made worse by a lack of transparency and 
consistency in the enforcement of banking regulations. What is included in written 
regulations often bears little resemblance to what is actually pennitted or forbidden by 
regulators through informal guidance. This has led to frequent problems for foreign 
banks operating in Korea. Treasury believes a cooperative dialogue between U.S. and 
Korean bank regulators, perhaps leading to a technical assistance or training program by 
U.S. regulators on how foreign banks are regulated in the United Stat~, would be a 
positive and effective me3llS of addressing concerns of U.S. and other foreign financial 
illstitutions in Korea in this area. Assistant Secretary for International Affairs Shafer 
and Under Secretary for International Affairs Summers have raised this in earlier 
discussions with the Koreans in the context of the Financial Policy Talks. The Office of 
the Comptroller of the Currency is highly supportive of the proposal. We do not yet 
have a response from Federal Reserve Board regulators. 

Talking Points 

o Treasury supports the establishment of a cooperative dialogue between U.S. and 
Korean bank regulators on the regulation of foreign banks in our two countries. 

o U.S. regulators stand ready to take part in such a dialogue, which could perhaps 
lead to a program of technical assistance or training in the supervision of foreign 
banks. 

o . Mr. Jon Hartzell, the U.S. Comptroller of the Currency's Deputy Comptroller for 
International Banking and Finance, will be in the region for two weeks starting 
November 9th and would welcome the opportunity to discuss with Korean 
regulators in Seoul the proposal and the areas that would be most usefully 
addressed in such a dialogue. 

o We would propose that the regulators from each side provide a report on their 
discussions/activities to the umbrella group of the U.S.-Korea Dialogue for 
Economic Cooperation at the next plenary session (anticipated for late January or 
early Februazy 1994). 

Treasury /INA/Brettscbneider 
OCC/Sullivan 
10/15/93 



U.S.-Korea Dialogt1e for Economic Cooperation 

Mutual Exemption of Social Security Taxes 

Issue: Korea has proposed negotiating a bilateral social 
security agreement with the U.S. A bilateral agreement would 
eliminate the requirement that Korean firms pay both U.S. and 
Korean social security taxes for their Korean employees working 
temporarily in the U.S. 

U.S. Objectives: U.S. firms are not required to pay Korean 
social security taxes for their American employees working 
temporarily in Korea. Consequently, negotiating a bilateral 
social security agreement would have only a negligible impact 
on U.S. firms operating in Korea. 

However, we would like to respond positively to Korea's 
proposal, especially since the U.S. Social Security 
Administration (SSA) carries out an active program of 
negotiating "totalization" agreements with foreign countries. 
We have requested the SSA in writing to include Korea in their 
1994-96 negotiating plan. 

Korean Objectives: The requirement that Korean employees of 
Korean firms in the U.S. pay both Korean and U.S. social 
security taxes is a burden on both the employees and the 
firms. Korea hopes to reduce this burden through the 
negotiation of an agreement. 

Background: SSA staff is now preparing a three-year 
negotiating plan for 1994-1996, and requested Department views 
in May on the countries to be included in the plan. Our 
response to the SSA, which was transmitted only this week, 
included a strong pitch for Korea. We will continue to monitor 
SSA's review, which should be wrapped up in December. 

SSA's problem with Korea is that an agreement would be a 
money-loser for the Social Security Trust Fund since U.S. firms 
are not required to contribute to the Korean social security 
fund. Nonetheless, SSA has made it clear that they would take 
very seriously a strong recommendation from State that Korea be 
made a priority. 

Talking Points: 

o The U.S. Social Security Administration is now reviewing 
our bilateral social security relationships with the goal 
of preparing a negotiating plan for 1994-1996. 

o We have conveyed to the SSA Korea's request to negotiate a 
social security agreement, and have recommended the 
inclusion of Korea as a priority in the negotiating plan. 

o We understand the importance Korea attaches to this issue, 
and will provide an update to the Korean government once 
SSA completes its review. 
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We propoi-0 to diS-Oua• ~Y* to ~tuall:r rooogn1.x:e the 
tent re11u1ts 0£ the other.coantxy•i; test!Ag 
1~at1tut1oDS i.Jl t:h.o IU:'ea• ot toiccoJD1WUioat~ons 
equ4mlont, corta1n food: and agr1.cul. tural. proauct:.s ruid 
manufa.ctturc4 pr04uct• ~ ~o •aopo a.u4 degree of the 
mutua1 recogni.ti.on·s.ay bo deQidoa t:brough ~urther 
conaultation.s 1Ulder the frsmcvork of the DEC. 

o With regard to teleccmasnmications equipment, the 
test i:e&ul~s £or type •pprova.1 or authori~at~on 0£ 
a certain ~of testing instJ.tut.ions -
cf.Qs.i~~ed· by the 11.s. ~ AJJd Koxea • s Radio 
Rese~ ~ra.toxy (RRL) may be mu.tual.1y 
z:ecogll..Eed... Ev~twtlly • both count.ri.es JDay a.spi..re 
to agTee that I!- type approval or authori.%at.ion 
~teel! ~ss~d ~ the one country·~ author~tieB 
conc~d· may be automatically accepted by the 
oth&i::: gova%'.llment. · · . . 

. ' 
o Likewiee, te~'t ree.ults for certain food. and 

agricult::urµ ·p~d.ucts made by the FOA and officiu 
testing illstttut1orus designated by Korea's MAFF 
may be )lru.tua11j· accepted. 

o AB for tllQ mutu~l reco9n.U:.1.on of ~he confoJ:'JD.1.ty 
teGt results fpr i;ia.nufactured goods_ 'W'9 would like 
to start our experilllente wi.th faG.teners, 1..e. nuts 
and bolts. We vish to "°:cl; Qn the a:cran2ement 
under which test results of the testing 
i.nst!tu~ioo.s a111;horize4 by the U.S. NIST and 
!\or~a · s IAA ~re nxutual~y .~ogni zed. 

The siutaal. rec:ogniti.oii of test resul.ts or lDiltual. 
acoredi.tation of teati.ng bodies WOtlld "ave ti.mg and 
money for tra.~ers o~ both e<iuntrl.es by a.voiding double 
testi.ng. It "woul.4 .also preTont pot;eu.tial diepute& that 
may arice from the diff•J:e1106s ~ taat..11'9' mathoaa, 
t;esti.ug equi.pmen.t. aaa 4!l41.yi:.tcial 1;.ecludquoe 11ot:""1c:n the 
teailDSJ :in.stU:.11ct.on.111 of: both ciowitrJ.os. Qu!.te 
ce1;u11tly, we exper1.onco4 how enc.t:m011s damage could be 
when a procluct waa 4eu1R bq>ort c1earanec because of 
test failure after arrival. at tbe port of entry. 

-... -... 
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Thj_" ies.u" was iILOludod in th(, re<::0111mOndatLon of tho 
PEI 1-n the for111 of. aaki.ng bot:.h parU.oQ. to on~ge in 
con~u.1tatloau to tll1u· 9ud. ~ note that the~ "1al'J no 
i::angJ.ble prog~" in our of":t0J;t5. 

0 We think this 1.s ex.am.plai:y of the concret~ way ot" 
promotin<J the eoonOJJl.ic COOIXJration lxrtwe~ ow:- two 
countr!gs. .As such, ~ lJish to agreg upon the "WDrJr;: 
plan tor thia projact under the DEC. 

o Paxticularly, wa wish to aee prompt and. tangible 
progreae· in the matual xecogniti.on of 
telecommunications equipDJnt in that thi.a project 
was set forth ~riqinal.ly .in tha 1992 
telecommun.1.ca~~ons agreement dlld again ~n the PEI 
recrnmnend.ati.on. 
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o.s.- KOREA DIALOGUE FOR ECONOMIC COOPERATION 

ltOJlBAN ISSOB1 CONSTRUCTION SURBTY BONDS 

Issue: 

Korean construction companies complain of difficulties in meeting 
the requirements for obtaining surety bonds which are necessary 
for bidding on U.S. contracts. 

Korean Obiectives: 

Korea seeks a relaxation of the 100% surety bond requirement for 
foreign bidders on u.s. construction contracts. Korean companies 
cannot obtain these bonds without prior experience in the U.S. 
but cannot bid on U.S. projects without these bonds, a catch-22 
situation. Korea proposes that the criteria for issuing surety 
bonds be expanded to include foreign companies' assets, 
experience in overseas projects, and financial standing. 

U.S. Objectives: 

Reiterate that this is a business practice that could not be 
regulated by the USG. 

Background: 

This issue has previously been raised by the ROKG in the October 
1992 and March 1993 Trade Subgroups. During both meetings, the 
USG has explained that the requirement for surety bonds is not 
discriminatory. u.s. surety companies voluntarily use the u.s. 
experience requirement as a business practice aimed at avoiding 
financial risk. As such, it is not appropriate for the USG to 
address this issue. The ROKG, however, would like the USG to 
"restructure" these business standards in line with international 
standards. 

At the March 1993 Trade subgroup, ~he USG gave the ROK deleqation 
a list of possible solutions for Korean contractors (attached). 
Korea accepted the list but apparently still seeks USG action to 
regulate the business practices of surety companies. The issue 
was again raised by the Koreans during the DEC talks in 
Washington on September 7-8. Korean Assistant Minister Sun 
presented the U.S. delegation with a paper on this matter. 

Talking Points: 

o U.S. legal requirements for surety bonds do not discriminate 
between foreign and domestic contractors. This is a 
business problem for Korean contractors, not a regulatory or 
trade problem. 

o Surety bonding is common in the U.S. construction industry 
to protect the interests of owners. By federal law, all 
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construction companies bidding on USG projects, valued at 
$25,000 or more, must be bonded with Treasury-approved 
surety companies. Most state-level projects (by law or 
practice) and private projects owners (by practice) also 
require bidders to be bonded. 

o surety companies, before bonding projects for contractors, 
need to determine the likelihood of the contractor to finish 
the project. Basic underwriting criteria usually include 
the contractor's assets, financial strength, established 
lines of credit, history of subcontractor and labor payments 
and experience in the type of project. 

o Underwriting criteria are not a matter of law but of 
standard and sound business practice by surety companies. 

o U.S. surety companies, however, are understandably reiuctant 
to bond a contractor based on the contractor's activities 
and assets outside the United States. Similarly, U.S. 
contractors without the requisite experience or assets also 
have problems being bonded. 

o Again, this is a business problem for foreign construction 
contractors. No law or regulation will change the perceived 
level of risk a surety company faces. 
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Po11ih1e Solution& :gr ][orean Contracto::r::a 

c Thar• are waya for Rorean construction contractors to deal 
with the experience problem. Far example: 

F'.07 

P.6/7 

Xoraan contractor. coul4 complete proj&K:ts in which 
bonding ia not required to gain tbe needed. .axperienca. 
(Almost all major project• in the 11.a. requ!:re boncllng, 
however.) 

A Korean contractor co\1l.ct enter into a jaint v.ntura 
vi th a ccmtractar tbat .eet• tr. S. experiance a.nd other 
criteria. 

On private project.a (and poas~ly aoma stat• projects), 
Korean contractors ~ be able to vet bondinQ ~ram an 
Korean-bu.a inaurer upon waiver trom th• contracting 
organisation (owner). 

A Korean contractor can bava a Traasury-apprcvad surety 
oompany nin1urs th• risk with a Korean-a.ad. insurer. 
(4rlw aant:noting orqanization would likely bav. to 
appron thia.) 

Th• bond eould b• plac.4 vitb a lJ. S. 'l'raasa:cy-approved 
auraty ccmpany that alao ha• an insu:anoa office 
(l>rancb, 11\m&icll&Q', affiliate) in Eorea.. '.rhi• insurer 
may be in a poaiti011 ta better evaluate the foreign 
experimu:aa of th• contractor. 

'1'hll bond could be placed with a 'l'raaaury-appravad 
surety QOlllpany that. 1a a u.s. ~cidiary of a Karen 
i.nsurar. (W• undaratand that Korean inaurer• are 
licensed in llev York and california.) 
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Please j~f: '· 1~¢ ·~ · r~sponse with the followin92 
! : ill': I : !r-- :. i1 . I 

"Am'· g the. ~#. ;· ::~ •·•. · s described above, all steps o~her than 
eae . lishmen~!! .. f.A .·. oratipn or investment of caah, obtaining- of 
bus ~e~8 per~~~: ~~. ding ~o individual laws and construction of 
fo.c ~X"¥ (in ~ : !~·: ·, of ~nuf1icturin9 business) apply only ~o 
for ligner in'"r.~~ 1 ~~ '. ~ 

i: : 1h:1 : 1[:.;: I: 
response with the following• 

I A-7 r Please ~I~~~ i ~~! ~~ 
I . . .. I I I~ . . . : 

"Pa ~graph Jl!:L' j~'. · cle i of the FCIL requires that the MOF 
det irm1ne whf.~ · approve a foreign investment in restricted 
bus ~e~aes 1:~,! I . ,... . ... tat ion with the line ministry. The line 
min stcy can· 'm ~ ., OF' a decision by expreseing an objection to 
thel; piopoaedq:!,, : ~~:: ent. ; But the consultation with the line 
min :stry is tj~: ' "~· . to secure a prudent decision. At present the 
MOF J.s not e~g I ·~· · g revising the line ministry provision." 

i ;Ii';:; , , i'i .: :: . i 
I! . i! 1';) :;.: l ~' 
I I I' • I w... . ( . 

A. Si!; Plea.se ~~· ·~: ;~ · ur respons~ with the followings 

"Th'.'. notific~~·'. i '>/: i:' appr~ve.l procedure under the FCIL concerns 
onl: .: introduq~.· '?'<: , foreign capital and does not involve reviews 
on : omplianc~!i·. ~ .~;. ·usiness permit requirements under individual 
law· :, If theH:'tj ;te ' under• individual lawe were to be conducted at:. 
thei ,·8ta9e Of'i:::l. ·; ~0: I , tiOn Of foreign Capital I ! t WOUld Only J\'14ke 
thei .in,troduc~~: ~ i!p:;: '. edure fnOre cumbersome and cause delays. This 
wou d cdd to:lif· !~·P ens on forei9n investors. 

:1 . Ii :r1 i, I 
In :,~dition,ijf¥~ .. ·:~.~'.'.\''ca witl'.1 business permit requirements should be 
rev1 .·awed af~~~ i' '~. •. foreign investor brings in his capital and 
est! bliehee i~· j; :!r · ation.j Same procedure applies ~o domeatic 
inVj , 8 tors asrji . I h: ·., ~ 

: . '.::;, ! : !Ii.·;• 
B-~ • Pl&aaei'.'4 ' ~a ~ our r1sponse with the followings 

I" d 111 ., . I 11 i d d ib d b th u s "Tl\ MOF oe~i: .. 1~ {r , erd ho 1 ing companies aa ascr e y e . . 
si as a ::1~~ ~a • busiJ?eBs and cannot find a proper lCSIC 
cl~, sificat~~I ~ ·.: 1of. 

1 

I ,Iii: Ji I· .. 1 i 
l<S~ 1 • 6599l(~nPl!.l :~rn ,· !t companies and investm~nt trust.a) st.ands for 
no Tb~nk f in.f/rl'lii,: i, :1 .1, sti tut.tons "Which ra. ige snort-term capital f roro 
th :I qeneral · · · :ic ·~ hrou~h · ieauence of debenture, paper or ot:.her 
ce !t.ificatea?·~f ,\ ·1 ,bility: ~nd invest in securities and other 
f i , ~nc ial pl~· , l:Cil · 

1; 1'.1 i::: l' ! \!.' ; I Ii' . ,: I 11 

1 · \:

1

1
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our rest>Onse with t.he followings 

response to the question B-19 above." I 
I 

i 
-newly issued, unlieted stockBH to "votin9 

1998 

Bank's Survey" to "a survey on 

aentence before "we have ..•• •·, 
I 

no restriction on the fin~ncing of technology 
throu1h financial institutions." 

I 
t:he followingi 

~he ; mode of payment ie applied only to 
whoae tariff rates exceed ten percent. Bu~ 

· granted by 

are over ten percent." 
payment 

with the following1 

........ 
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Part I 

As promised at the first round of the DEC meetings, the Korean 
Government has conducted studies on labor issues, the promotion of 
joint ventures in third countries and global and regional issues of 
mutual interest. 

As a result of the above-mentioned studies, we wish to propose 
the following: 

Firstly, that labor issues be included as a formal 
agenda item in the category of Economic Cooperation. 

Secondly, that a discussion of the promotion of joint ventures 
in third countries be included as an item in the category of 
Industrial Cooperation. 

Thirdly, regarding regional and global issues of mutual 
concern, should any specific issues of cooperation arise which 
are in line with the DEC and merit substantive discussion, we 
would like to request that these items be formally included in 
the agenda items at some point in the future. 

For further details, please refer to the attached document. 
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Over the laet B~ral ~are, the rapid dQlnacratization of 
Korean Bociety has strengthened the ri9hts of 1o10~kers 
iiubstantia1ly. Consequently, one c~ tind lobar dispute6, aoroo 
of them quite serious • .in virtually every sector of the economy. 

Foreign-invaet6Cl :fi:rina have been no exc~i.on. J:n 1'.aot, 
1abor disputQS are inCl:'euingly ci~d 46 one of the main - . 
diffJ..cu.ltiea £aced by foreign-J.nvfiated fi:Das doing- business in 
1\orea. Thii5 has become a. major factor d1su:o1.2raging foreign 
J.nvest:man't her-Q. 

Ltlbor dispu~es axe eeaentially a matter hGtween pr~vete 
part:ieg, ruunely workers and their ampl~. Nablithstand..ing- thG 
pJ;1vate nature of labor diaputea, bo~ver, there 1.e: room for 
qovernment intervention. As we have seen, .tn:olonged labox: 
dicputas can tarnUih Xo~06ce i.ma.g~ as an a~tractive place for 
foreiqn investors. · 

In a l:enewed coJUmitment to openness, the ~rea.n governmeDt 
i~ willing to discue5 even thorny issues such as labor d1spute6 
a.t tbe DEC. ~ the United. St4tes has mu.ch experience in managing 
often disruptivg l~or rela~ions, it has much to adviae ~orea 
concerning the prevention and ;cgsolution o.f labor dieputeB. 

ln addition, we bel.~~9 it ie ApproprLato to discaaa at the 
DEC the ze1natatQJUQnt of OPIC px'Q9"ram5 in xorea. Wh.tle the 
OPIC' e decision in 1991 to so.spend its activitieei in Korea did 
not ha~e n direat impact on the ~orean economy, it risks giving 
the international communi.ty a distorted image of labor ri9hts in 
Ko:rea. we believe that 1:he mu.ch-~:roved. labor situation in 
t::orea, e.apscially after its ent.cy ·inl!o the International LalJor 
Organization, warrants the ~~te xestoration of OPIC 
progralllS. 

~uggested Channel t2J; C2neultal;ion 

We und0rstan4 th4t tbs U.S. side would like to raise labor 
ioEueG in connGctlon with econom.ic deregull!:t.ion. From our 
perapective, howe'VQr1 labor disput(jlg in fo:z:eign-i.n.veste<i firms 
are not· a question of_ over-xegulation. Consequently, discussion 
of iabor ~seuea undor the heading of deregulation risk6 provoking 
a negative :reaction £rom the ~o~e~u public. For theGa rea8ons, 
we would llke to address labor iaeue6 aa part of our d.iacuesion 
~n economic cooperation, 

With mut\U\l co~sent, 1eauea v.i.th highly-sensitive, political 
implicatio.aa could ·:oo (lXCluded from the agenda discussion on 
labor iceucs. · 

-·----·~1 • : 

,. 
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Al! U. 8. comptulieo i,norea151.t}.gly 6h1ft their focua to t;.ho 
dynamic .Aaia-Pac.it:ic rG~ion, Korea 16 emerging- as a nation with 
much to offer as a potential part:.ner fo~ Americe.n business. 

Geographically 1 ltorea ia atrategiee.lly-1ocated at the hub of 
Northeast Asia. rt enjoys am1qabJ:.e diplOlllAti.c relations with -al.l 
major countries in the region, including China and Ru.ssi.a. 
Cultural familiarity aff01:d.8 ~orean companies a valuable edge in 
adapting to local eondit~ona. 

Korea algo po!!sezsse~ tha.)tlod of u.d.minJ..etrative experience 
and tlilchni.ca.l know-how which· ii ~st welcome i.n thase ne1.yhborin9 
qiante. Strong e~s ot ~orean capital and inteonediato goods 
to Southeast Asia and China auq9est that Korea·s medium-l0vol 
technology ia already proving eaei.ly applicable in develop~ng 
countriGe. F1.nally, Kox:ea•s JllJUlu!acturing oapabiliti.ea, • 
supported by a skilled, h1.ghly-educated and ooBt-efficient labor i 
forc:e, can aucceirnfully complement the advanced -a;:chnol.ogy ae 
wel.l as tlnAncing ruid. marketing abili.t1.as ·a·~ u.s. firms. 

Thi.rd-country joint ventureg con~titute a ~i.able arrl1ll.gement 
for taking full Advantage Of ·the COlDf>l~ntaxy potentie.ls of our 
two countries. Particularly in the a~a.a of construction, 
development of natural resources,. manufacturing of aoph1etoca.too 
machinery and parts and the marJcat.ing/d.lst:ribution busine5aes, 
Korea provide3 an ideal regional center for future .Aaia-i.t:l~e 
operationl5 of .American bus1:iies~~-

This issue was tabled s'iWral tilXIQG ~t the Economic Sub­
cabinat lllOOtlngs of thG past. Dhousaion at theGe meetblgl5 "Wa.S 
leas than conducive to concrete ~es'lllta, due in no small pal;t to 
Korea• s lukewarm co:mmitment to" take necessm:y measures to improve 
i.ts bu.B:f.ness environment. But with Xoraa•s recent drive to 
upgrade i~a 1nve5tmsnt and business olima~e in close cooperation 
with the o.s., the obetacl~s to third-oountry joint v~tu.res are 
rapidly bei.ng dimnantled. We :baliG~ tbat thet5e reforms are 
creQti.ng a most favorable environment for our countr~es' 
aooperation in thin area. ·. 

Th,ird-country joint venturaG should be initiated by private 
buGi.neases, but goveimmento c~ al6o play an active :role by 
providing relevant ~nforma.tion and improving institutional 
facilities tor such ventures. we· "OUld like to diecu5e the 
promotion of third-country joint ventures ao a Guh-1tei:n. of 
induatrial cooperation, which ~ proposed to discuss at the DEC 
ae a way to ~nhonce econo:o.ic cooperation between our two 
countries. 

.. 
., ... .,.. 

1-' 

I 
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Part II 

In regard to the questions on US anti-dumping measures 
s\lbmitted in writing by the Korean side to the us during the first 
round of the DEC talks, we are submitting additional questions to 
you (see attached). The additional questions are in reference to 
the annual administrative reviews of the outstanding orders 
conducted by the Department of commerce. 



SEP-?9-93 WED 1 l :SJ KOl~EAM EMl3 ECO SECT I Ol~ 

•• I 

SEP :18 '':':!3 10:5] rROM: t.KJIHUCOH ti] 1-0'10 I-'_ 1.M 

In the comments on U .·S •. ~tidumpi.ng Jn!Ja.Our~e whlch were 
dQli~red in writing to the U.S. 1!1<1.e during the first DEC meet:ing, 
tho Korean side pointed out iiOV"C!ral problems which forei911 
companies, including Korean oompan.14;us, face in connection with the 
i.m:position of antidumpin.g duties. ~ would like to £urther 
elabora~e on OnQ of the8e problems--namQly, ~he delay of 
administrative review. 

Under tJ. 6. law / antidwnping duti&S ara f Uialized on the basis 
of the dumping l!lllrgin of the tJrodUCt actually imported. For th.is 
purpose, the Department of Cosamra:ccg condu~ annual admittlstrative 
reviews o:f ou-cstanding antidUlllping ordex:e. 

The o.dmin.ietrative r'ilvi~ are often delaygd for a eubstantial 
pgriod of tillla, in aom.e cases up to eeveral yea.re. TbQsie delays 
add to the uncertainties of tr~ eo well as to the £inanc~a1 and 
ad.miniBtrat1ve burden6 o~ thG dQfending company. It ~lgo delays 
thg refund procgns of antidwnpi.nq dutiee. 

In addition, since the U.S. antidUlllfling law _lacks a ·sunsQt• 
clauBe_guch as tho~g pro~ided by the £.c., Au~tralia and Canada, 
the delays in ndJD.i.niet:.ra:tive _ n!Viewu havg a more serious 
implication. Under the U. s. ia"1, dumpin2 ordQl:G can be lifi:ed 'When 
dumping below de mlni.Jni.g level. of Q. 5 parocmt ha.fl beQil found for 
thrge consecutive yearB. ~r;· the delays in adm.in.1.strative 
revi0WG hinder defending companies from talting full advantage_of 
this p:x:ovision. 

Tho annual revi.ew o.f antidu.mping orders on Korellll color 
televi&iona i.e a case .in point. It wa.s on September 20, 1993 that 
the Department of Coromarce· ·a.i'lnoun.ced the final results of i.te 
admi.n.1.st:.rattve rev1.ew of antidumping orders on Koi:ean color 
televisions for the poo:i.0<1 :·frcim April 1, 1990 th:cough March 31, 
1991. But tha Department of co~rce has yet to publish the final 
results of its adminiatrative revlgw for the p:raceding two years 
from April 1, 19S8 through M.arc:h 31, 1990. 

'l'he caee ot Korean coloi: telovit!loru; also illustrates the 
reduced effectiveness of th0 ravooation provisions due to excmrnive 
delays in tmnual reviews. Tha dlllllping IM.rgLna on color tQl.QVirsione 
manufactured by Smc.sung Elodt.l:oz:i,ics Co. \re.re found to bo wlow the 
de Jllini.inie level for. two conaQCuti v• years (from April 1, 19 8 6 
through March 31, 198S). But b~auae tbe Department of Comnerce 
did not publi6h the fin~l result of 1~o admint8tl:ative review for 
the following- year (from . .April 1!188 t:.o March 1989) as explo.ined 
above, the oompo..ny had to respond to administrative reviews for the 
et'l.sulng years from April 1989 .to .}I.arch 31, 198~ and again for tha 
period from April 1990 to Mdrch 31, 1991. It should be noted that 
the dumping margin on Samsung•~ .. color televisions for th .. pQ:Ciod 
from April lr 1990. t~ ·~rch 31, 1991 \lae found to be bolow Uw de 
Jn.i_-ni..rois lovcl. · ---· · · 
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In Urls X'Bgard, we would lib ·to kn°"' tlle fo11.o9"i.ngs 

1. the relevant prov.f.e'ionlil of tbQ o.s. l.awa and regu.1at1.ons 
regarding adminstrative .oview of miti.dt.UllPinq orders 

2. the usual timefr~ for adminiistrative review (includinQ when i.t 
Gt&.rts, duration, etc.) 

3. whether i.t 16 poeai.ble to ~Elk competaSati.on £or damages caused 
by the de1e.ya J.n admin:1.str4!tive -reviewe . _ 

4.. vhether Qe U .. S. Government baa any- plan to address the delays 
!.n adm.lnstrati~ reviews 

.s. whe~her the tJ.6. Government bas.any plan t.o introduce "'sunset" 
clause& 

P. ff/ 

. . , 
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We would appreciate it if you would submit to us the US' 
comments on the concerns that were expressed by Korea in writing at 
the first round of the DEC meetings. I am sending you a copy of 
the document for your reference. If possible, I hope that you will 
let me know when the US will complete its coll\ID.ents. 

We would also like to know when the US will submit its 
proposals on the establishment of counterpart groups, as promised 
by Mr. Tarullo in his letter to Mr. Sun, dated September 21, 1993. 

Regards. 
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1. g~Rwg~~ 

.lruluitrial ~~rAtion 

o Enhancing industrial. coo~ration ~s contral to 
achievi:(lg- an e%panded economic pa.rtnerahip. which 
1e the p~i..m.azy purpose of th~ DEC. 

0 

Th~ C01Dp~ementarily of the industrial 
st:ructurQa of our two nat.1.one can beat he 
utilized· to the benefits of both oountries 
through the excbe.nge of 1.nfol:lllB.t:!.on, joJ.nt 
ventures end transfer of technology. 

Indliatrial cooperation ie a combination of 
all ~ase· murn.ally benef!.ci.a.I exchanges 
bat~n ~he prJ.vate. secto:re; of our t\JO 
eeonomiaa·, -and lUI 8uch i.e expected to enhance 
the .1ntern.at1-onlll c~i.tiven~sts of both 
count.rieis. 

Mr. Kun'chul~u: Mlni.~~er of Trade, Industry and 
Engrgy 1 ma~ 4 ~poea1 to tho U.S. gov~nt for 
enhanced .. 1.ndu~trial c~peration du.ring hi.£ v.1.si.t 
to the Unitod 'States 1.aat April. We underetand 
that the U.S. govarn;ment ha~ been revie~i.a.g the 
proposal an<1 will goon convey tjle .reasults to our 
aido. 

o At tbQ DEC, llil:Q hope to gstabllsh a f::alll'lwork for 
Gxpanding bll_ateral iridw!trial. cooparati.on. 

We may alao coneid~ QBtabliehing a jo~nt 
committee composed of repre6entativea of both 

:the: gove~nt and private secj::Or, in order 
to- develop concrete p:ogJ:amis for cooperation. 

IS:JtPl8.D4t1on of. J:oraa • s p~paration for expanded r.:orea­
U. S. i.ndu£td.al oo:operatl.on. 

·­... ~ ... 

~-8-b 
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0 Our ox::iglnnl.··
1
plan was to create .a l\.orea-o.s. Joint 

Fund £or induaa::Uil cooperation. . .JJut 1n 
consid~ati.on of budgetary problem.o J.n the U.G,, 
wm he.v-o cluwged t.tie plan and otarted to rtis~ the 
fund8 -~dependently. 

We plan to Gstcbli.Jih a Fund o~ VS$20 roi1iion 
b)' lS197, with contributions from both the 
qovei:nmant and private sector. Wa ha.vQ 
already eooured t1S$4..3 million, i.ncludin9 
US$1 mlll1on t.rom. the 1994 government budget_ 

o We are .al.ao W9rkin~ on: the establi.s:hmGnt of the 
Korea~u;s .. I~due~ial eooperati.on Foundation. 

1) 

The Foundation will have the authority to 
J11.aJ1a9e the Fund. Eutabli.Glnaent of tho 
l'oundation-·is nc;>W being m::ranged by the 
Federation of Korean l:ndustrieG 1 one of the 
major eontr.1.bu't.O~s to the Fund. 

AB soon ae :the detaile of the Yund and 
<>pel:atMn. plon ~ determ.1.ne<i,. we p1an to 
i.mpl~t the following prograrosi 

Yinancia.l. support for feasibility stu~es and 
drafting of business pl.ens £or indiviqual 
Kofe&-U.S. joint projects 4 ~uch as joint f 
prQdw:tion1 t~?ulclogy tie-ups and joint 
ventw:ee in third countries, wi. th a 
particular e:izpha.1>i.s an high-tech fields. 

2) Financial support: for holding U.S.-1\.orea 
~chnO~s, symposiums and business 
consultations between the industries of our 
t\ro countries. 

3) .Exchange of perso~l betwean. U.S. and Koream. 
buaineaeea. 

o The Kor~n 9overruoont plans to build Fz=ee 
~nveatment Zones {FIZ). 

- . -~-

--, 
...... 
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In order to 4iJnCOurage for6ign .1-nVQetwtuit in 
hiqh-tech indu•trio.e, the 9ov0rnment pltuu1 to 
bµi1d.two FIZ"8 in th0 Seoul lllGtropol~tan 
area. 

Poreign inV611tora in the FIZ will be gJ:"ante<l 
a ~·ot benefit.es, i.n.cludJ.nq eas~er land 
acquie,ition, streruDlinQd procedarecs £or 
invelllttoent approV4l and f:o.ctQxy construction 
e.b.d ~er accee& to oft'.-sho:ce fi.nancin9. 

Th'1. total coat of buildblg the l'IZ 'e i.e 
e~ti.Jaaeed ~t 00$100 m.U.11.on. 

We ask t11it VSQ's ,.qt:1.,e cooperation J.n ltorea-u.s. 
indust:ria.1 coo_per.e.tion. 

o We ask the u.s·. qQTiirnment to positively conGider 
~ici.pating in tho oreation of the Fund and to 
provida coopgration fo~ the projects to bQ oarried 
out by the Foundation. 

... ~ 

...... ~.(,. 
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D~scusH~on of scienc~ and te-chnology coop~ration at the 
DEC 

o The Agraeman~ on Science and Technology 
.Cooperation· (6TA) went ..1.n~o at:fect an July 29. we 
understand that <Jiecuesions on estab11.shin.g a 
Joint COJZIJJ\ittee.on Science an<1 Technology cs eet 
forth in.the ~ql:eClllent have since been under way 
bet111een ~be-relevant authorit1.ea of the two 
countries.·· 

. . 
o Through the DEC1 we want to give a jump atart to 

the YOrk of tlle ·Joint Couun.i:tteG and di.acase -ways 
to enhanCQ science and technology cooperati.on 
until the Commi.ttee ie formed and begi.ne 
operation. 

E11tabl1.~hmant of· the Joi.nt Comaitt~Q aod ti.m.i.ng of the 
fir10t s~slillon ·._ . 

o We hope· to hold thG first meeting of the Joint 
COltlm.itt~a a't tha ~arlieet dai::e possible. 

Therg Jiag b~ no leqal bas1~ for Korea-u.s. 
sciencca and. technoloqy coopQrat1.on for about 
four years szi.nc~ thG o1d agreWD.9D.t expir~d in 
October 1988. It was only about b9o months 
a~ that the new aqrooment entered into 
:f.ol:ce. It is -wi.t}:l this sense of urg,mcy that 
wq wi.Gh to renew our ccienca and technology 
c0opara~Lon1 including th~ various programs 
envisaged by the Agr9emen1: 1 as soon a.s 
poss'ible. 

~:: 
I 
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itor.&11 o1t1se~~ ~111 otaying ~n the United 
St:.lt4ils t;o li!Qrk ior v.s. ~<Jben or eubs1.d1.a.r1.cG 0£ 
Jtoxiaaa. CoqJ•nhu• 111W1t: pay Social SeaurS.cy Payro11 'rax 
(SSPT) ua.der tl&e p~.1si011a of !'e4eral :tnsuranoe 
Cout:rlbui:;i.on a.ct (F4CA) , whi.le at the same -tbsle payi..n.g­
due& to thQ Eorean 90Vormaout iu aoaordanae wi.th 
Kona•s JfaUoiial Ptm.aion.Aot. 

Aceordt.ng t.o · t1:&e U. s. •1•~ t:h~ must par 600.i.al. 
S~ty Payroll Tax for at least 10 year& to rGoG!vG 
beUGflu. But £o~~era work!Jig on a abort--t.~n:m basis 
J..n t:be U.S. ~ al.0 obU.gocl to pn:y the taz, even · 
t:.houg1a 1t !.a not evJ.dont that they nl.1 enjoy the 
Jxmefi:ta. 

Binoe an cmploror ma.at ehare 50\ of i:.he t:.ax, 1.t has 
beoaae a fiiumeial burdon upon tha ~y as -wel1 as 
t:he ~lo?"e<iS "'lillho a,re.sad.41.e.d vit:h acld.1t1onal i.nc:ome 
tax. 

One way to aol ve this problem :ls to oonc1ude. a. soa!.al 
se<1ur1tl' a9~~t, grantiDg_an exemption t'rom. the 
ssn to the cit!.:en.s of. on~ con~cting party stayi.ng 
in the other.contracting party oo a ~~orary basis. 

o Too United sta:te.s has already signed a similar 
agreen,ent wl-ch 14 nations• including 1uustr:i.a, 
BelqiUPl. It:aly and the U.K. 

-·-<.-
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We propoia to cllsoua• ~y• to ml)tually roaogn.1.r:a the 
test rasuJ.ts of the o~.aount.ry•~ tast.1nw 
~~at1tut1oAS ;ill t:h.c a.rec• ot to1~co.mmuu£oat~ons 
411'lQ!,pzilellt1 certain fOOd- and agr.1cul.tura1 products and 
llUUlU.faqturca pr6ducts:. 'Xll..o •cope au4 degree of the 
mutual recogni.tioo. ·may be decided t:hrough ~urther 
conaultations 1Ulder the framm.ork of" the DEC. 

o With regard to telec0llll2nmicationa equipment, the 
teat re8u1~s for t)'p9 •ppi:ova1 or authori~a~~on of 
a. certain mlll1ber of testbig 1.nsti.tuti.ona 
d.Gsi~'Ced· by the 1J .s. !'CC aud Korea• s Radio 
Resc~ Laborotory (RRL) may l>o mu.tual.1y 
recognue.d... · Rv~tua11.y • both countries JD.ay aspJ...re 
to agree tba.t I!- type approva1 or author1.2ation 
~teelf 1es~d ~ tbQ one country·~ ~uthoritie5 
concerned' may be automatical1y accepted by the 
othar: 90yGrnment. · · 

- ' 
o LiJce~iee, ~~t: .re15ulta for certain food and 

agl'.'iCul"t::ur9-l p~d.ucts made by the FDA and off1..citl 
testing il:lst1tut1orus designated by Korea's MAFF 
may he :mutually' accepted. 

o As for thQ mutu~l recogn1.t:ion of t:he confopuj.ty 
test rasults fpr ~actured goods, 'W9 would like 
to start our e~rimente with faGteners, .1.e. nuts 
and bolts. W'1 wish to woi:-}; on the arranyement 
under ~ch test reisul t& of the testing 
institu~io~s au~orizttQ. by the U.S. NIST and 
:r>:orea ·s IAA ~re JnUtu.al)..y _recognized. 

The :auttaal recogniti.oJ:l of test resuits or JDntual 
acorecU.t.atioo. of testing bodJ.es WOtll4 ~ave ti.ma and 
money for traders o~ botli C';luntri.A!ts by avoi.ding double 
testiAg. It "woa.14 .also preTont poteu.ti.al. disput.e& that 
may a.rice from the diff•~s in tGaU;ng- methods, 
t:.esillig e~i.pment:. a.ad enal.yU.cial i;•chui.~@e 1xl~£11 tho 
toailng i.nstU:.utlon.s o~ both e1ountrJ.os. Qui.te 
i;e._ontly, we o~ri.cneod hQW enormous cla.maga could be 
when a prod(lct waa deiU.ea import c1earanec because o'! 
tes-t failure after arrival at the port of enb:y. 
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Th.i!J J.115sutt was includod in t~ recOJ1mOndat:i.on of tho 
PEI J.n th" forn1 of .askblg both part.1Qa. to OllSJtlge in 
C:On~n.l.tiatioDG to this· ed. We note t:hn\: tb.e.r.& 1111ll6 no 
~angJ.ble prog~e in our cat':fort5. 

a We think this f.s ~laxy of the concrat~ way of 
prOllLltin<J the eoonOlllic coogeratJ.on between our two 
aountrios. AB eu.ch, '\ol9 lilish to agrec;a upon the work 
pl.an f.or 't.his projaet under the DEC. 

o Particularly, we wish to see prompt and tangible 
progress· in the mutual ~ogu.itl.on of 
telecommu.ni.cations equi.pmant in that thi.a project 
was sa1: i:orth Qriqinall.y in the 1992 -
talecommunicat1.ons agreement end again ~n the PEI 
recommenda~ion. 
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Problema of ~ti-dumping :1.nvesti~ation syQtQlD. 

o Since the late 1970's 1 various Korean products 
ha~e ooen subject to U.S. a.nti.-<iumping measures. 
In the 1990'"• !:O_ma'8 "major exports such as 
11ta.in1esf'I ~tee.I pipe, DRAM semiconductox:s and 
25teel prodQot~_ Mve beeu tb.Q main targets • Only a 
.tew monthS ago, there ve%:e press reports that the 
U.S. automobile indust:cy is consideri.nq fi1ing a 
petition £or dllti-dwllping 1.n-.estigation agal.nst 
Korean cars, anotbcar 11ajol:' e%p0rt. item of KorQa. 

0 Anti-dumping investigationt5 and imposition of 
anti-dumping measures have a sariouu, digruptive 
effect on txade. 

A deciEion to ~~ an inveatigation !ts~l~ 
co.n_bo o.-blov to the targe1:. company. 
Un.C~aintiee over the future may cause an 
ribnipt declµin in.purchase. orders, and the 
defQna'ioa c°"1Danv mav voluntari.ly restrain 

l 
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llllti-dwnpin9 inV9st1Qation is often abuGGd as 
a lQyal and adm.lniatrativo barrlg~ to trad&_ 

Crit~cs poin~ out tllat thei invast1.gationa 
have o~e:q been oonduate;d i.n an ai:bi. tr~ and 
unfai.r .uanner1 and that the i..mp1Glllontati.oo. of 
the anti-dmoping :measures doae not reflact 
the int:erests of the defending co1I1paniea in a. 
bala.nced w.ay. 

o Specific p.z:oblems concern!.n9 U.S. anti-dumping 
1nvestigatio:ne are"wall-doCW11ented. 

A vw:y prel1la1.na.:i:y. survey <>f a tew ~ore an C010£lan1.ea 
WJ.ch have recently been subject to u.s. a.nt1-dump.ing 
in~stigation ~onfi.%:ms tha ex16't.ell0e of these problems. 

o Arbitrarily hi.gh :Jllinimum rates of prof.it and 
gen.el:e1 4!!ixpent1es ve:re applied in aaeessin9 the 
fair marbit vAl.uG of ll:orean .steel products. 

0 arbe scope of the semiconductors subject to anti­
dmnping measuree vara expanded to include eo­
ca11ed. later 9~ation product6 wh.f.ch have yet to 
be produced. 

0 

0 

Dulllping margirus for selliiconductors and st~l 
products --e.re i:ev.1.sed again even afi:er the :final 
detormi.n.Ation bad he.en. made. 

Color TV.ii bave been subject to 4.Ilti -dumping 
JDQasurea for ?DOre than ten years even though the 
dUltiping ma.r~,in. is min1JM1 and there is no 
&ubetantj,al dome~tic :pl:odu.ction. 
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(C-Oneral pn::iblo-ma of the \J_. s. nnti.-dwnpi.ng nyntoa) 

0 PxocGdural probl~ 

Arbitrary determination 0£ etc.tu~ and 
~tiatlon of inveat.igatlon w.ithout 
sufficient evidence 

Reguiromen.t of e%Cesaive amount of 
1.nfoz:mation in a very ahort period of time 

FrQqttont ui:se· of ~t Information Ava.11.able 
(BIA) . 

o Pxvblems in the calculat~on of dtUDp~ng :margin 

DiBregard for·nagative dumping 

E~cl~sion of salGs b9low cost in a~eeesi.ng 
fair market value 

llrbitrary JD.inilimm rates for ~alculati.n9 
conBtl:'Ucted value· 

Lack of symmetrical prioe adjustments 

Lack of .approJ?riate adjus't.lnent for exchange 
rQte fluc~uations. 

o Problelll.B in the ilq:>oaition of dutiGs 

Non-tranopa.r<:mcy in applying anti­
circumvention JDQasu.ras 

Unlust expansion of the acope of the products 
~tibj&0t to_e.nti-dumpinq dutiea 

~cl:; of Sun~et Cl.aus0 and delay of annual 
review 

.. 
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SEP-29~93 WED 9:59 KOREAN EMG ECO SECTION FAX NO. 20238.(0402 I'. UJ 
SG' 2f3 '93 l '3: l'l':J TO: ;:>027'.J711S95 FR0!1: t.IO l t1UCOt1 tl3 T-0-10 P. Hl 

OJ.Roullalng tho nntl-,d~i.ng 1.nvoati.gationu at.: t.:bQ DKC 

0 Anti-dumping inveetigntiona h~vo a ~criouo 
neqat~Ye impact on overall l'JJrea-u.s. econoxuio 
relations_ as well as b11.atera1 trade. 

Wa hope ta diecut.le the procgdureB and polici.es of our 
two conntries rcgaDiin!l anti-dW11ping invQ~tigati.one:, 
e9~~ally the problems identified i..n thQ cour~e of 
U.6. anti-dumping investig:atione of Korean pr<><iucto, 
and ways to improve thmR. 

:Lo ( · ·O ,____ 8 

11 

•. < 

I 

·-

" II .. .. 
I. 

" " 
./ 
I 

!' 



SEr-29:_93 ~JED 10: 00 KOREAt~ EH8 ECO SECT !OM FnX NO. 20238'/0402 P. 04 

I· 

SEP ;•n ':J3 1'3:G'.J 10:2fP7970'J':l'.~ Fln';:t.nJJMlJCO'J t13 T-0110 P. 19 

We are of tlie !'icnit th.Gt tor the WC e£:forto to &ucaeod, 
1-t 1.s v.ital for the Uni.tod Stat.ea to be1p the Xorean 
gov~nt b'QQf up its dome!!tio supports. To th.1.s en~ .. 
we expect tJiq u.a. go-r~~t to do 1.t~ ~st to d1-&£>llly 
t:hs wer!.t: of 'f;:he J)EC J)y A°fa1.a1.ag £rma i.w,pos1..ng suoh 
con:frontat1onal meaS'UNa ae Section 301 durl.ng the DEC 
pro~as. 

o unilateral mee.snrea such as Section 301 have 
intric..sic lad:t:es in ~nt:.ally i:esolv1ng trade 
iseiues. I belie'V'e th.a~ rea1i.E.ation of these 
l1mit$ ha.6 provided an i.J:npatua for thQ more 
s;iygtew.atic ~~~h98 _euch e.s the D~C and tbe PEI. 

0 Pomesti.c:ally, tho KorGan goverruoont has mad.e 
efforts to gain public supp<::n:t for the DEC by 
selling i~ es a mntually beneficial vehicle to 
amicably reaolve bila~e..ral trade ~aGues and to 
bolster econotli<: pru:~arehi.p be~en our two 
countries. If tlla U .s. government taJces 
confronta-ciona.1 measures e1.1cb. aa Secti.on 301 
duriIVj·:the bBC process, the Korean peop1e will 
f'1Ql lx!trayed o.nd ~ Korean government wi11 be. 
dQprive<l. of any logio ~ith which to continue tha 
m:c. 

o In th.is cont~, ~ gt.rongly request that the a. s. 
nide ~strain frQlll_ta.king any ag-gre3sive maatnirea 
during the period of t.hQ. DEC operation (including 
its implamG:ntat1on pi;;iriod). Spec:1fica.l.1y, we 
BUg"gliSt th.a.ti 

the USG not t~ eny unilateral tro.de 
measu.+es during the DEC process conc~rni.ng 
i~sues ad.dressed by the DEC; and, 

the USG a.lao collllll.i.t itsol! to refraining £rom 
taking agq.roeeiva maaaUXGs. with ~egard to the 
iaaues falling outside of thQ DEC agenda to 
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the ~aximum e~tant tl1at tho O.S. utntutory 
co~utra;intB pQnnit. 

We would o.l8o 1ike to dieeua• the ·18ga.l ena procedurai 
aspects of the seet1on 301 invo$tigatlon. 

0 lfe llrO prepared tQ ieview the prou and cons of tha 
Section 301 ~aeu.l;'e~t 1) their eff~ciency aa a 
tool to open foreign markcte, 2) comparison with 
eyutemic approaches suoh aa the DEC. an<1 3) the 
rationalG for taking ~Bures incoxw1e~ent w~thr 
or beyan~ ~e scope of, the GATT ru.las. 
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Korea has lxlcn _the ac.bjoot of two ·FMC blveGti9nt1.onu. 
Binc:~ th~ la~ 1980'8 Asian eountrioa .including Koroo 
have been. the Jll.8.!.n targets o~ F1'!C 1.nve5tiq.ati.ons 
against allegvd un:fair maritime practice$ of £oreLgn 
countriQS.. The •cope of the FMt: 1..nvest.igati.ons, will.ch 
had boon liaite4 to a:z."9U dir@ctly relatod t:o thQ 
operat1011 of ab1ppiu~ ciOSJiPau1N 1 bas b~v11 c;ixpand~ t.o 
iooludo maritl.mo eervlaas. 

We havo identif~ed:.thQ fallowing pr'Qblems wi.th- regard 
to the FMC 1nvest1gat1onB. · 

o Like Section 301 investigations~ th.is is a 
unilaterdl. mGAGure in tvo respe.ctG& The FHC Jll.akes 
a wtl..lat0ral judge:ment aB to whathe~ tbg policiGs 
and practice.g of forai.gn couut.riea are fair 1 imd. 
it iB also emp0we..red to take retaliatory measures 
unilaterally, if it e.o·chooses. Aa long aa 
mari-c.ima: services remain beyond the scopa of the 
GATT, thG subject cov.nt:,q has no mean.a of 
redreseing "n."unfavorablo decision. 

o Hoilt of tha recent investigations concern the 
policiea, regulations and practices of foreign 
govermbcnte. l!o\1ever, 't.he YMC requiree privat.o 
ehipp:i.ng companies o~ Qubject <:ount:riea to submit 
~hglr comments, edding to th~ir a.dm.inistr~tive 
burdena. 

0 

0 

The propooed :meas~res_ere sornetlines 
dbproportion.ately punishing cornpa.red to the 
a.llGged .UJ'l.f~ir practice» . For e.x.a.mpl~, th~ 
proposed· rules a~ai.nst thQ Koredll govornment's 
reetriction of t+uck;lng services by foreign 
shipping eompanl~s ~eaulted in a virtual ban on 
port c:!all by :Koroon c~r1er~. 

The government aubject to the Lnve~tigntion cannot 
ne<;,JOtio.t:e with the FMC d..i.rQctly. It has to 
n~gotiate with the K4.ritim3 Ad.min1stration, which 
only indirectly participates in tho FHC's 
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da-ci 15 i_qn-ina}c.ing :proceae by oubmitt:ing i.t~ 0"7n I 
CoJllmOot~- "Thie pre~~o the subject_coun"try ~rom 1 

0 

0 

handlin9_ t:hJt FHC'8 inveet!gation effectivQly. 

The YMC'o lnveatl~ations ~re illsulated from 
qovermnent-to-gover:ruuent negotiations. Sometim.e6 
thiis reaulu i.n the con't.1.nuation of i..nvestigati.on 
proceduree eve.n atter the two 9overnmont~ have 
rgach'ild an agi:OGDKUlt. l'or example, the Korean 
yovernment tO:Ok.~ the necGieisa.ry ~aeuree to 
redress ~e to~1gn inveotment restriction in 
mari til!lie s8rVi<:-.a • Consequently, the Mari. tillle 
J\dlllin.istration asked ~be BMC to di.scont:.1.nue the 
inveetigation~ Yet~ the FMC ~plied by announcing 
an extensio~ of. the .proposed. measures. 

To sum up, the FHC aetg ftA more of a 
repret5entdtive of the U.S. shipping i.nduetry 
rather than an imp~io.l judq~. Consequent1y, the 
u.s. ~h.1.pping indu6~ 1.nc:reaeingly ~e~o4te to FMC 
!nvvsti~ations QV~n whan the &~ ~s~ug may be 
referrGd to other judiciacy o~ quaGi-judi.ciary 
procedurQS inol~din~ traditional Setetion 301 
~~ti~a~ione. · 
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'lh" reoont mo~ by th."1 U.S. ·to overhaul its tax nysteax 
oon04ilrn!.n9 tl:'an.5far prloing betwe<sn rolntcd eotllp8ni.os 
is a!.ted by .any E.ore:a.n ~anlcs as one o:f the motSt 
corlous uncorta.1.nt£ea o~ doing bus~~aa iu tho U.S. 

o Let me llllke it c1gar that we have no Intention 
whats_oQVQr to oppose. 1)J:evention 0£ trut-eve.sion 
eXQOUtad ~gh t:ti& WJ.nipu1at1.on of tr~fG.r 
pri~ea. ' 

. . 
o But at tha s~ ti.me, we think it opportune for 

the DEC t~ eeex ~o reniove those fac~or• which 
could cdversely affect Korean .lllve~unent i.n the 
U.S. 

0 Reviev of -wheth~r thG new transifQr pricLa.g 
regul~tions and audit pr~ct.icgs a.re consistent 
with the OECD guidQl1nes on tranafer pricing 
~ related pr<Wisions of the J::orea-u.s. tax 
tl;~aty will be the lllOst useful initial step for 
zGroing in on · the problem.. 

Our most immediate conceru is a.bout the •Temporary 
Regulat!.Qng :tntecpratiog t:htt Change in Seat1.on 482 o~ 
t:he %tte". 

0 

0 

0 

'l'ha ~Gl!lpOraxy Rel1Ulations have introduced new 
JQQthods of calculating arm• G-1ength pi:icea 1 

Comparable Profit Method (CPH) and Profi:t:. Sp1it 
Method (PSM). 

These new method6 are majox: deviations from the 
existing ;ioothoos which were recognized by the 
OECD qu.idelines and adopted by other advanced 
count.riee. And yet, due to their administrati~ 
siluplicity, they et.and a 90od chance of being 
aelected a3 the :best methode. 

The diffe~ence hatWeen ~he newly-adopted U.S. 
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wethod1i1 ~nd tho· wdsti.nq methoda of. other 
countries ma.y J.ncr<;iaee the chanc<m for doublC\­
t.o.Xatton and dispu~c between t:nx · authori.t~ec. 

The nevl met\l.ods taru1 to favor· atandard.1.zed 
criteria and thlia <ll.eregard ~he un~que bus~ness 
practioea and tn.an.aga:ntQnt sty1es 0£ foreign 
oountriee.. lfe UQ concerned that 'Cbi.s may 'Wl:>rk e.a 
another drsadvantac;e to foreiqn aompan1eB. 

The so-c::iallecl •earulng-s stripping• pro,.ri.si.ans 
1ntro4uced tllrough. the Du4get; Reconc.11.i.ati.on Act of 
1989 haYe.been crltieJ.secl byll8AJ' foreigu cowi€ri.es £or 
not neooasar11y a11ow1.ng tb• 1irl;ereat paid on a:cu.•s-
1e:o.gtb bulis to bo driuot:ecl from taxablo .income. 

o Thiu ia a major deviation from the inte:rnnti.anall.y 
accepted 1U111S-langth standard. 

0 c:r.hi.s daal.t a BGvet:e bl.ow- to u.s. 6ubs1.d..1.arie~ of 
x:o~ companies. wlnch a.re usuall-y x:equ.J.red by 
u.s .. bo.nks to ~i.d.e rQpayment guarantees 1.scued 
by th~~ ll;olding CODlpanie•. Yet the interest 
paid·for euch loan a:rrangame.nte is not 
guarcnteed to be deductil>le fxom taxable incoxne. 

:In:fonMitJ..on reqo~n~a of the o.s. l:a.x Code havg 
become inc~~as1ugly accpl.ex aud burden~oms £or foreign 
C0uq\~Ulie8.. 

o The ROKG ~s gspeoially-concerned about thG 
rG<iU.treltlGnt _-for - record-keeping, which may 
extend offshore to foreign parent compa.nies.. AG 
a clear e)tBlllplQ of tile extrat~rri.torial 
application of u.s. J:Qgulati.ons, thie :requirewent 
mult1pllee thQ c~l~ty of doing bu.ainesa or 
1.niretsti.ng .in.the u.s. for foreign. compan.iee. 

o The ~rting- requirements under law such as the 
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Olllnibur;; Budget R'lconc1.U .. .3tian J\ct: of 1990 o.pp.ly 
retroa.ctlvely to nll opon tox yea:i::-r, an<.1 to all 
rccorde in exie~.at the time of the en~ctment 
of tho Act. These Qxtenoive roriorting 
requ~ente are tying up the hand6 of the 
a&n.ini.st~ati~e ~~e!t of foroign-controll~d 
corpora~~ona in the U.S. ~1th exoeB~ivQ papGrwork. 

Io January 1993, thc.u.s. govcrnmant ~aaucd the 
Propoeed Ragab~iona under Code 64actf.ons 6662 (e) and 
(j), llihioh will inak• th~ rcport.tng rcquirelJlant:.s eveD 
stricter and raise the ~altlg~ £or f~ilure to comply 
with th.8ae· nmt roquinul!ents. 

o The R01\G is of the v!ev that theae propoiied 
·regulations shou"ld be discarded or at least 
modified. 

The tax audits J?O~ liile.ble probl~ to forel.gn fir1D2. 

o The av~age duration of euoh audits is more than 
two years, but oi;ie cOl!lpany re.ports tb.:it an audit 
originally lnunched in 1982 ia atill in the 
pipeline. 

o WG ~re also coucGrnG<i about the statistica which 
indicate that the incideri.ca of to~ nudits is much 
hlghar than the·average for foreign-controlled 
corporatione. 

b-­
~-



Economic Dcre0 ulation Under the New Administration b 

1. Background 

Economic deregulation is one of the primary objectives of the Five-Year 
Plan for a New Economy, which the Korean Government launched in July. 
The Plan will serve as the general framework for economic deregulation over 
the next five years, thus encouraging participation and inducing creativity from 
the private sector. Some groundwork has already been laid through the 

precursor to this Plan, the 100-Day Program for a New Economy; which was 
initiated soon after the inauguration of the new Administration. The Plan will 
continue and expand upon the deregulation measures under the 100-Day 
Program. 

Two basic principles serve as the driving force behind the pursuit of 
deregulation. The first is the realization that the directives and controls 
exercised by past administrations, if continued, will stifle the autonomy and 
creativity of the private sector. \Vithout a strong private sector initiative as the 
primary engine to keep the economy moving at this critical juncture, Korea's 

objective to move up to an advanced economy will be thwarted. Deregulation 
is the condition for private sector autonomy. Furthermore, complex and 
nontransparent administrative regulations tend to give too much room for 
subjectivity and, hence, may be breeding ground for corruption. In realizing 
the objectives of the "Clean Government" policy of the new Administration, 

deregulation can play an important role in rooting out corruption. 

Therefore, this deregulation drive aims at greater private-sector autonomy, 

improved transparency, and a better environment for doing business. In 

identifying the areas for deregulation, the government, unlike its previous 

efforts, sought suggestions from the private sector. This improved process 
assured a greater transparency in making the reform. Because the private 
sector, the beneficiary of deregulation, could participate in the formulation 
process, many of the deregulation measures were drawn up from· the viewpoint 

of the private sector. 

However, the Korean Government believes the success of this reform in 

deregulation hinges on changes in ::ittitude of two groups: government officials 
and members of the private sector. As for the former, successful deregulation 

will depend upon the support of the govcrnrnenl oflici:ds wlh) ;1rc carrying out 

Lhesc measures, especially those at the working level. The government will 

encle:wor to reform the :Htitude :rnd way of thinking of !he individual officials 
, ... 



As for the btter, a private sector which is willing to shoulder greater 
responsibilities is crucial for developing an economy, particularly one that is 
undergoing such comprehensive deregulation. Since deregulation implies a 
greater infusion of the market mechanism and the accompanying increase in 
competition and private-sector autonomy, this sector of society will need to 
step up and play a more responsible role in this deregulated environment. 

2. The Initiation Mechanism for Deregulation 

Private companies, business associations, the press, and the general public, 
all of which have experienced difficulties arising from excessive regulations, 
supported the deregulation reforms by offering constructive suggestions, 
providing pertinent information, and participating actively in the reform's 
formulation. Some of the leading groups that have contributed to this process 
include the Korea Federation of Industries, the Korea Chamber of Commerce, 
the Federation of Small and Medium Industries, the Korea Foreign Trade 
Association, and the Federation of Labor Unions. These organizations were 
helpful in identifying the inconveniences and bottlenecks in business activities 
that their members faced, and this information along with their requests have 
served as a backbone to the deregulation plan. 

In keeping with the New Economy's basic principle of greater autonomy, 
local public administrations as well as government-sponsored research institutes 
also played an important role. Their spot-oriented recommendations and closer 

attention to the details of deregulation were invaluable to the formation of this 

reform by the central government, which might have otherwise overlooked 
these details. 

In addition to incorporating the recommendations of these business 

associations, local governments, and research institutes, the central government 
made every effort to reflect creative ideas from the genera_l public. The 
government took an aggressive approach to collecting and analyzing these ideas 
by opening up an economic counseling call line that provided the private sector 

with direct contact with the Economic Pbnning Board (EPB). Many of these 
ideas and requests were also aired through major newspapers, ultimately 
reaching the attention of the administration. 



Opening up lines of communication spread out to include the foreign 

community as well. To induce their participation in the deregulation process 
and to raise their understanding of it, the EPB sent letters and explanatory 
notes containing information about the process to major foreign embassies and 
business organizations in Seoul. Through such correspondence, the Korean 
Government welcomed and is welcoming comments, suggestions, and requests 
from this community. 

As a result of this outreach effort by the government, requests regarding 
deregulation came pouring in from the private sector, proving this sector to 
be the main beneficiary behind these deregulation efforts. In fac;t, -642 out of 
the total 924 request forms received by the government, or over 70% of total 
requests, came from the private sector, with over 50% of the total figure, or 
475 requests, coming from the private organizations. 

Private Sector Government 

Economic 
Private counseling Central Local 
organizations ca 11 s Others Subtotal government government Sublolal 

· number of 
requests on 475 35 132 642 135 147 282 
deregulation 
by source 

(percentage) (51.4) (3.8) (14. 3) (69.5) (14.6) (15.8) (30.5) 

To effectively reflect these requests and implement them in an adequate 
manner, the government established the Committee for Administrative 

Deregulation in Economic Areas, chaired by the Deputy Prime Minister/ 

Minister of Economic Planning. The committee was composed of high-level 

members from several different agencies and organizations, including ministers 
who handle affairs related to the economy and chairmer1 of business 

associations. Variety was sought in composing this committee so that 
deregulation could be protected from domination by any specific ministry and 

its interests. One of the tasks of the committee was to determine and effect 

the scope, timing, and method of deregulation through a working group made 

up of members from business circles, academi;i, and various ministries. 

Tola I 

924 
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3. Major Areas of Deregulation 

TI1e following list denotes the areas m which the Korean government is 
currently pursuing its deregulation efforts. Overall improvements m 
administrative procedures will buttress the specific deregulation measures. 

A. Relaxation of Entry Barriers. 
B. Deregulation of Business and Factory Establishment Procedures. 
C. Deregulation of Production, Distribution, Imports, and Exports. 
D. Reform of Regulations on the Environment and Public H~alth. 
E. Institutionalization of Administrative Reform. 
F. Foreign Direct Investment Related Issues. 
G. Miscellaneous 

4. Five-Year Timetable for Deregulation 

A. 1993 

In 1993, the government will tackle the areas of excessive administrative 
regulations and will seek an effective monitoring mechanism for deregulation 

measures under implementation. With regard to the former, the government 
will select major issues in which the private sector has shown keen interest, 
such as land use and factory establishment, and look for ways in which to 

deregulate these areas. As for the latter, joint monitoring teams composed of 
government officials and members from the private sector will evaluate the 
results of deregulation by visiting local regions as well as front-line government 
agencies. 

In addition, the government will explore typical administrative behavior 

and practices that have functioned as regulations, and suggest needed changes 
or solutions for any problems it may find~ The cases collected through this study 

will be published in a booklet and distributed to line ministries to reinforce 
in the government agencies the need for reform in those areas. 



B. 1994 

A comprehensive program for deregulation will be formulated in early 
1994. lt wiU specify the major areas that need to be deregulated and suggest 
prescriptive measures to carry it out. Furthermore, the government will study 
the feasibility of the Basic Law for Deregulation in order to facilitate the 
deregulation process in a steady and consistent manner. 

C. 1995-1996 

During 1995 to 1996, the government will focus on _streamlining 
administrative procedures as well as following up on the deregulation measures. 
It will continue to change the attitude and behavior of the officials in the line 
ministries in order for deregulation efforts to take root. Finally, the government 
will try to legislate the Basic Law for Deregulation according to tlie results of 
the study conducted in 1994. 

D. 1997 

In the final year, the government will conduct an overall evaluation of the 
results of this five-year program and try to successfully conclude it. In addition, 
a mechanism for institutionalizing deregulation will continue to be sought, so 
that deregulation will be maintained as one of the major economic reform 
packages for the future. 



-

5. Details on the Deregulation Measures 

A. Relaxation of Entry Barriers 

Area of 
Deregulation 

Foreign 
Investment 

Deregulation Measures 
Agency in Charge 
and Target Dale 
for Implementation 

- Gradually liberalize 132 businesses, in accordance ·Ministry of Finance 
with the Five-Year Foreign Investment Liberaliza- (MOF) 
lion Plan. 

·restricted 
businesses 

·businesses 
with joint 
venture 
requirement 

total 

1st half 
of 1993 

224 

50 

274 

To be 
liberalized 

1993-
1997 

132 

43 

175 

- Liberalized Businesses by Sector 

'93 '94 '95 

· agricul lure, .. 

fishery, 5 5 1 
m1n1ng 

· manufac- 2 - -

luring 

· serv1 ces 9 22 34 

total 16 27 35 
(ralio) ( 85. 1 ) (86.9) (89.6) 

* joint - 13 1 
venture 
requirement 

To be 
reviewed 

'96 

3 

2 

13 

18 

af ler 
1997 

92 

7 

99 

'97 

9 

5 

22 

36 
(90.9) (93.4) 

29 -

· From 2nd ha 1 f of 1993 
lo 1997 

. 

... -- ---- ---- -·--·--·--- --· ---- ----·--·- -··-- .. ----



Area of 
'"'"regulation Deregulation Measures 

flc;ency in Charc;e 
and Tar gel Ua te 
for lmplementalion 

Futures 
Trading 

- Reduce restrictions on the eligibility of foreign ·Economic Planning 
futures trading firms which may contract with Board (EPB) 
futures trade brokers, by revising the Regulation 
on Futures Trading of Foreign Commodities. 

- Abolish the limit of two foreign futures trading 
firms allowed per domestic futures trade broker 
by revising the Regulation on Futures Trade 
Brokerage and Management. 

·April 1993 

Tobacco - Revise Article 11-1 of working rules on · MOF 

Sales the Tobacco Business Acl lo ease lhe eligibility ·June 1993 

requirements for designating retailers within 
business complexes. By doing so, large super-
markets and entertainment spots where singing or 
dancing is allowed can become designated retail-

ers. 

Retail of - Abolish exisling restrictions on lhe establishment ·Ministry of Agricul-

lmported Beef of special shops for imported beef. lure, Forestry, and 

Fisheries (HAFF) 
· March 1993 

Feed - Amend Article 9, paragraphs 1 and 7 of the Feed · MAFF 

Control Act, in order lo sl1ift feed manufacturers ·End of 1993 

from the current approval system lo a registration 

system, and abolish the notification requirement 

for the sale of imported feed. 

Agrochemicals - Amend the Agrochemical Management Act in order 

lo convert the current licensing system for the 

manufacture and import of agrocl1emicals lo a 

regislralion syslem lo promote parlicipalion 111 

this sector. 

Wholesale 

and 11elail 
Shops 

- Switch from the approval system lo the notifica­

tion system in handling the eslablishmenl of 

wholesale and retail shops with floor Jrea under 
1 n J _:I 

• /.IAFF 

·End of 1993 

· l·linislry of Trade, 

lnduslry, and Energy 

(!.lOTl E) 



~------- -------------------------------------,-----------~ 

Arca of 
Deregulation 

lfari l imc 
Transport 

Rail way 

Transport 
! _____________ _ 

Telecommuni­

cations 

Ucrcgulation Hcasurcs 

- Relax the registration requirement for interna­
tional maritime transport agents by revising the 
implementing regulations of lhe Maritime Trade 
Law. 

Agency in Cl1argc 
and Targc t Dale 
for lmplcmenlalion 

- Ministry of 
Transportation (MOT) 

·June 1993 

- Lift the 50" limit on foreign equity parlicipalion ·April 1993 

in maritime businesses and ease restrictions on 
the allowable scope of services offered by foreign 
maritime transport agents. 

- Expand the scope of the notification system to 

include the establishment of overseas branches of 
domestic maritime transport service companies, 

and amend the pertinent legislation lo reflect 

this change in practice. 

- Gradually change from the licensing system for 
maritime transport businesses lo a registration 
system via a two-stage process . 

. lsl stage: encourage new entry into this sector . 

. 2nd stage: review to adopt the registration system. 

• Scope expanded in 

June 1993 
·Legislation to be 

amended in 1994 

·1st stage: 1993-1995 

· 2nd stage: 1996 

- Convert the present 1 icensi.ng system for railway ·MOT 

cargo handling services lo a registration system ·End of 1993 
by amending the Railway Cargo Handling Law. 

- Relax restrictions on the business scope of value- ·Ministry of 

added service providers by revising the implement- Communications (MOC) 

ing regulations of the Telecommunications Business 
9 1 · · 19 5 or a ter 

Law. 

- Formulate a system that will ensure fair competi­

tion between general serv1ce providers and value­
added service providers by July 1993. This fair 

trade system will enter into force in 1995. 

I - Ease restrictions on the use of leased lines. 
·------

Regional 

Restrictions 

I on Petroleum 

I Prod uc l 
I 

- Ease region-specific restrictions on petroleum 

product dislribulors so that an applicant who has 

satisfied the facility requirements of lhe region 

111 which he seeks his license may receive il 
1 l • I : 1 ' I. : .... "" I " 

• 1-lOTI E 

·September 1993 



B. Deregulation of Business and Factory E:.stablishmcnt Procedures 

r---:- f ·ea o 

regulation 

Alien Land 
Acquisition 

Factory 

Construction 

Oeregulalion Measures 

Allow foreign-invested firms lo acquire land for 
legitimate business purposes. 

·Major improvements in the bill lo be submi tfed 
to the National Assembly: 

1. an expanded scope of allowable land acqui­
sition through adoption of a negative list 
system (agriculture, fishery, mining, and 
real estate related services will be 
excluded); 

11. a transparent definition of "legitimate 
business purposes"; and 

111. a sixty-day maximum limit in processing an 
application for approval. 

----------------------------------------------------
- Legislate the "Special Act for Business Deregula­

tion," which would make the application process 

for factory construction transparent and reduce 
the processing period required when granting 
approva 1. 

· For improved transparency, MOTIE announced a 

notice in which 38 laws and regulations on 

factory construction have been consolidated. 

·Approval will be delegated from various central 
agencies to municipal authorities in order to 
provide "one-slop service" for businesses. 

·Time required for processing applications for 

approval will be reduced lo 45 days, from lhe 
previous 1 lo 2 years. 

·The Business Regulations Invesligaiion Committee 

will serve as an ombudsman lo invesiigale indi­

vidual cases and seek io improve adminislralive 
regulations. 

f\gency in Charge 

and Target Dale 

for Implementation 

·Ministry of 
Cons tr ucl ion 

·Bill to be submi lted 
In 1993 

-------------------------
• MOTIE 

. July 1993 



Arca of 

Deregulation Deregulation Measures 

Manufacturing - Amend the Law on the Es tab I ishment of Hanufaclur-
Plants ing Plants in order to: 

·rationalize the eligibility requirements for the 
establishment of plants in urban areas accord­
ing lo considerations of pollution and lhe 

plant's effect on the local population (Article 
28); 

allow new and small firms lo start business in 
the apartment-type manufacturing plant in the 
controlled Development Subregion of the Capital 
Region. (Article 26 and 27). 

A~cncy in Charge 
and Tar gel Dal c 
for Implementation 

· HOTIE 

· End of 1993 

-------------- ---------------------------------------------------- -------------------------
Air Transport - Not require prior approval for minor changes in 

commercial agreements between airlines, such as 

the setting of special airfares and the simple 

extension of the effective period of contracts. 
Such changes will be possible on a post-report 
basis. 

·MOT 

·March 1993 

-------------- ---------------------------------------------------- -------------------------
Maritime 
Transport 

Business 

Hours 

- Through revision of ll1e Presidential Decree on the ·MOT 

Freight Transport Promotion Act, relax regulations 

concerning the registration of inter-modal trans­

portation service firms by allowing the leasing 

of container yards and container freight stations. 

Only ownership of these facilities had been 

permi tled. 

- Ease the operating hours of food servicing esta­

blishments, elc., after midnight. 

- Ease ihc restriction on the business l1ours of 

auxiliary services in tourist hotels. 

·June 1993 

· Minis try of Hea I th and 

Social Affairs (MOHSA) 

·October 1993 



C. Deregulation of Production, Distribution, Import, and Export 

ea of 
.:regu la lion Oerer;ulalion Measures 

Type Approval < Telecommunications Equipment ) 

flr;eucy in Cliarr;e 
and Tarr;el Dale 

for lmplemenlalion 

and EMI Tests - Exempt wireless telecommunications equipmenl/EMI ·MOC 
approval-required equipment of the same model 

as those lhal were already approved from 

additional lcsls and fees. 

- Simplify the procedures for determining whether 

lelecommunicalions meel Korea's technical 
criteria. 

·Aug 1993 

.Has· 1993 

---------------------------------------------------- -------------------------

- the MOC supervise type approvals and EMI tests 

for telecommunications and information equipment; 

or the IAA could be in charge of type approvals 

and EHI tests for healers and electrical 
appliances. 

- Seek a comprehensive plan lo simplify the current 

EMI tests and the different type approvals re­
quired by various agencies. 

* A possible direction for improvement could in­

clude designating one representative agency to 

be in charge of approvals and tests in a given 

sector, based on the fundamental objeclives of 

the regulation in question. 

• MOC, IAA 

·Indefinite: this is 
a long-term project. 



Area of 
Oeregulalion 

- --------------- -- ---- - -- --------------------- -------------
Agency in Charr,e 

Dcrcr,ulalion Measures and Target Dale 

for lmplemenlalion 

0 i s l r i bu l i on ( Barga i n Sa l es ) 

- Extend lhe duration of special bargain sales by 
dislribulors from 40 days lo 60 days by revising 
lhe Public Notice on the Types and Standards of 

Unfair Trade Practices: Special Bargain Sales. 

( Free Premium Offers ) 
Extend the period in which free premiums may be 

offered from 20 days lo 40 days and abolish the 
current t~ice-per-year limit by revising lhe 
Public Notice on the Types and Standards of 

Unfair Trade Practices: Free Premium Offers. 

· Korea Fair Trade 
Commission (KFTC) 

. July 1993 

---------------------------------------------------- -------------------------
( Large-Scale Shopping Centers ) 

- Narrow the scope of shopping centers subject lo 

a government licensing requirement when opening, 

from centers with floor area of 1000m2 or more 

lo those of 3000m 2 or more, and delegate approval 

for the construction of new shopping centers with 

floor area of between 3000m2 and 6000m2 lo local 

authorities. 

· MOTIE 

. 1994 

-------------- ---------------------------------------------------- -------------------------
Trading 
Firms 

- Swi lch from the permission system lo the regi- • MOTIE 
slralion system for the establishment of a new 

. Ju 1 y 1993 
trading firm (Article 7 of the Foreign Trade Act). 

- Delegate the responsibilities of regislralion and 

registration renewal of trading firms lo the 

Korea Trade Association. 

Simplify documentation requirements 111 the reg1s­

lralion process of trading firms by excluding 

lhc personal history of board members ;ind the 
company by- I aws. 

- Heducc llic processing lime for regislralion of 

foreign trading firms from 5 days lo 1 day. 

------ ------- --- ·---------------------------------------------·----------------



/

----------- - -- - ---

fire a of 
Oeregu I a Ii 011 

Trading 
Firms (cont.) 

··--·- --· -- --·-------------------------------------~-----------, 

Deregulation Measures 

- Ease lhe requirement for granting lhe slalus of 
«effective trading firm,« from US$500,000 or more 
in annual exports or imports lo US$50,000 

(Article 10 of the Presidential Decree on the 
Foreign Trade Act). 

- Permit firms which conduct business activities in 
the agriculture and forestry sectors to conduct 

type B trade business (Article 8 of the Decree). 

/lgency in Charge 
and Target Oa le 
for lmplemenlalion 

· MOTIE 

. July 1993 

---------- ---------------------------------------------------- -------------------------
Export - Introduce a blanket approval syslem that wi 11 • MOTIE 
Procedures simplify export procedures for repeated export of ' 

the same product (Article 25-2 of the Presidential ·July 1993 
Decree on the Foreign Trade Act). 

- Introduce exemplion of export approval for exports 
valued al 20,000 or under. 

----------- ---------------------------------------------------- -------------------------
Import 

Procedures 
( Research and Development Equipment ) 

- Abolish the approval requirement for the import 

of R&D equipment valued al over US$100,000. 
·Ministry of Science 

and Technology (MOST) 
· June 1993 

---------------------------------------------------- -------------------------
( Telecommunications Equipment ) 

- Reduce documentation requirements for the import 

of wireless telecommunications equipment from 7 
documents to 1, and reduce the processing lime 
from 5 days to 1. 

----------------------------------------------------
( Foods ) 

- Reduce the documentation requirements for food 

imporls by revising Article 11-1 of the imple­

menting regulation of the Food Sanitation Act. 

- Streamline the inspeciion system for imported 

livestock by consolidating food safety inspection 

I procedures with the livestock inspection proce<l-

·MOC 

· March 1993 

• HOHSA 

·July 1993 

1 
ures co11duc le<l by l.fAFF. 

----------------"------------------------1-----~ 



------- ---- -----------------------------~------------

Arca of 
Dcrcg;ulation 

Import 
Procedures 
(cont.) 

Ocrcg;u I al ion Hcasurcs 

< Chemicals ) 
- Plan lo review deregulation measures on Toxicity 

Examination system. 

Ai;cncy in Charge 
and Tar gel Dale 
for lmplcmcnlalion 

·Ministry of 
Environment (MOE) 

End of 1994 
- Expedite the clearance of chemical substances . March 1993 

Customs 

Clearance 

imported into Korea before Feb. 8, 1991 by submit-
ling certification document convincing that they 
had been imported prior lo Feb. 8, 1991. In case 
that those chemicals are not on the "Existing 
Ch~micals List, importers should register lo MOE 
af ler clearance. 

< Clearance Procedures ) 

- Reduce documentation requirements pertaining lo 

the country of origin and ease the requirement 
for a mark of origin, by revising the Korea Cus­
toms Administration's (KCA) working guidelines on 
countries of origin. 

- Reduce inspections of exports and imports. 

- Permit sample goods valued under 100,000 won 
(US$125) to be cleared without levying laxes. 

- Expand the coverage of goods cleared in their 

containers without being moved lo a container 

yard, by revising Article 2-0-5 of lhe KCA's 

working guidelines. 

<Revision of the Customs Act> 

- Allow importers lo pre-file imports before entry 
into porl, by amending Article 138 of the Customs 
Act. 

- Amend Article 137-2 of the Customs Ad io allow 

importers lo remove commodities from lhe holding 

area before paying customs du!ies if !he imporler 

------L------------------

• MOF 

·June 1993 

.MBF 

.End of 1993 

I posts guarantee bonds. 
---------------------------- ----------------'------------



D. Reform of Regulations on the Environment and Public Health 

r-------· ---
·ca of 
.regulation Deregulation Measures 

Agency in Charge 
and Target Dale 

for lmplemcnlalion 

Medical Sup- - Reduce the coverage of the prelesling requirement · MOHSA 
plies, Phar- for medical instruments and equipment. 
maceuticals 

- Exempt aniibioiics and their ingredients from the and Cosmetics 
slate drug testing list, thereby promoting the 
sale of pharmaceuticals. 

- Reassign quasi-drugs and simple first-aid items, 

such as band-aids and cotton, from the approval 

system lo the registration system, by revising the 
implementing regulation of lhe Pharmaceutical Act. 

·June 1993 

.To Expedite according 
to revising the imple­
menting regulation of 

th~ Pharmaceutical 
Act . 

. June 1993 

- Lift the item notification requirement for cos- . June 1993 

Food 

Sanitation 

metics but maintain the classification approval 
system, by revising the implementing regulaiion 

of the Pharmaceutical Act. Previously, both had 
been used. 

----------------------------------------------------
- Eliminate the registration requirement for lhe 

sale of first-aid items. Items such as gauze and 

band-aids could then be sold in supermarkets. 

----------------------------------------------------
- Amend Article 22-2 of the Food Sanitation Act lo 

phase out an approval system which stipulates that 

food manufacturers must obtain ~overnmenl approv­

al prior lo lhe manufacture of new food products. 

- Extend the grace period of laboratory lesl from 

1 year lo 1-3 years for foods widely recognized 

as safe, by revising Article 11-5 of !he imple­

menting regulation of the Food Sanitation Ad. 

· HOHSA 

· December 1993 

· MOHSA 

· July 1993 

July 1993 

---------------------------------------------------- -------------------------

- Convert current system from lhc qua! i ty manage­

ment lo sanitation, through revision of the 

official book of Food and Food Addi lives. 

· MOHS/\ 

· December 1993 

l __ ..... ---··-·--~------------------------------------
-~-------------



i--------------­
- Arca of 

Dcrcr;u I al ion 

Environment 

---------- --------

Oercr;ulalion Measures 

< Env i ronmcn l Experts ) 

Relax legal provisions requ1r1ng lhal firms hire 
an environment expert. 

( Waste Management ) 

Reclassify "specified wastes" non-harmful to hu-

Ar;cucy 111 Charge 

and Target Dale 

for lmplcmcnlaliou 

• HOE 

· July 1993 

man heal th as "genera 1 wastes". . A"pr i l 1994 

---------------------------------------------------- -------------------------
( Noise and Vibration Standards ) 

Relax approval requirements on allowable no1se 

and vibration levels in industrial complexes. 
• MOE 

· End of 1993 



E. Institutionalization of Administrative Reforms 

·ea of 
,eregulalion 

Basic Law on 
the Relaxa­
tion and 

Rationaliza­

tion of 
Government 
Regulations 

Deregulalion Measures 

- Consider legislation of the Basic Law to do the 
following: 

· establish the principles and criteria for 
deregulation and rationalization of 
government regulations; 

· curb the practice of establishing new regu­
lations, and adopt a post-evaluation system 
to rationalize deregulation; and 

· process applications for licensing or approval 
within the processing lime stipulated in the 
regulations, and regard the license or approv­
al as granted if processing exceeds this time 
without adequate justification. 

Agency in Charge 
and Target Dale 
for Implementalion 

· EPB 

· 1994 or 1995 

---·---------- ---------~--- ------··---



F. Foreign Direct Investment Related Issues 

Arca of 
Deregulation 

Foreign 
Di reel 
Investment 
Rel a led 
Issues 

Deregulation Measures 

- Shorten the processing lime for handling notifi­
cation of foreign direct investments and techno­
logy inducement contracts specified under the 
FCIA. 

- Simplify the approval procedures for foreign in­
vestment and the tax reduction procedures, thus 
reducing the processing time. 

- Allow foreign investors to hold more than 50% of 
an investment association's shares. 

Agency in Charge 
and Target Dale 
for Implementation 

.MOF 

.March 1. 1994 

. Ha:rch 1, 1994 

• July , 1. 1993 

- Amend Article 27 of the FCIA so as lo switch from .March 1, 1994 
the current approval syslem lo a report syslem in 
regulating the sale of foreign capital, induced 

through a public loan agreement or a commercial 
loan contract, after its expiration dale. 

- Phase out the Foreign Capital Inducement Deliber­
a lion Cammi tlee. 

- Revise Article 15-3 of the Presidential Decree on 
the Tax Exemption and Reduction Control Law to 
eliminate the requirement lhal a company submit 

its investment program and completion report when 

filing for lax deductions on its investments. 

.March 1, 1994 

.June 1993 



G. Miscdlancous 

'a of 
cgulalion 

Labor 

Oeregula{ion Measures 

- MOL will not enforce periodical labor inspection 
In 1993 in consideration of the burden imposed on 
business. In the end of 1993, the MOL 
will make overall improvements in its inspection 
system. 

Agency in Charge 
and Target Dale 
for Implementation 

.Ministry of Labor 
(MOL) 

. March 1993 

---------------------------------------------------- -------------------------

Technology 

velopment 

- Concerning the Job Training Law: 

• raise the ceiling on training expenses for 
employed workers, and 

· abolish the regional requirement on the commi­
ssioning of implant vocational training. 

----------------------------------------------------
- Lift the notification requirement on private 

businesses' reserve funds for technology develop­

ment. Handling of this notification process will 
be consolidated under the authority of the 
National Tax Administration. 

• MOL 

· June 1993 

·MOST 

• End of 1993 

-------------- ---------------------------------------------------- -------------------------
Tourism - Amend the Tourism Promotion Act to: ·MOT 

• relax requirements on the acquisition of 

foreign currency by travel agencies, and 

• abolish the recommendation system for coor­

dinating the attraction of large international 

conferences and tour groups.-

- Liberalize the comm1ss1on fee in the travel 
agency service. 

· End of 1993 

·MOT 

·August 1993 
-------------- ---------------------------------------------------- -------------------------
Fuel Products - Ease price regulation on domeslic petroleum. 

Consider linking domestic petroleum prices 

lo the price of imported crude oil and 

exchange rates, as a lransi t ion mci-tsurc prior 

lo possible price liberalizalion, 111 1994. 

· MOTIE 

-··· -··-- -------~--------·------------- ·---·- -- -------···-- -----·-----~----------·-----· -
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I. SUHHARY: KOREA'S ECONOMY IS UNDERGOING A DIFFICULT 
TRANSITION PERIOD CHARACTERIZED BY GRO\ITH AT HISTORICALLY LOii 
LEVELS AND POLICY UNCERTAINTY. AFTER A DISAPPOINTING RISE OF 
4.7 PERCENT IN 19921 REAL GNP IN FIRST HALF 1993 GREW BY A 
"EAGER 3. 8 PERCENT OVER THE YEAR BEFORE. BUSINESS"EN ARE 
CONCERNED THAT ECONO"IC ACTIVITY IN THE SECOND HALF I/ILL BE 
WEAKENED BY THE GOVERNHENT' S "REAL NA"E" DECREE OUTLAW I NG AL I 
BANK ACCOUNTS. THAT ACT1 THOUGH CONDUCIVE TO LONG TER" 
HF ICIENCY1 WILL SQUEEZE CREDIT FOR SHALL BUSINESSES UNLESS 
THEY CAN RAPIDLY SH I FT TO INSTITUTIONAL BORROW I NG. THE EHBAS 
PREDICTS THAT REAL GNP GROWTH IN 1993 I/Ill ROUGHLY "ATCH LAST 
YEAR'S, TO BE FOLLOWED BY A "ODERATE ACCELERATION TO 6.3 
PERCENT IN 1994. BY CONTRAST, KOREA EXPERIENCED DOUBLE-DIGIT 
REAL GROllTH IN THE 1986-1991 PERIOD. 

2. PRESIDENT KIM IS AIHING FOR A HILOLY STIMULATIVE ECONOMIC 
POLICY. STABILIZATION PROGRAMS ENACTED BY FORMER PRESIDENT R 
TAE 1100 LOWERED KOREA'S INFLATION RATE AND NARROllEO THE CURRE 
ACCOUNT DEFICITS BEFORE PRESIDENT KIH TOOK OFFICE IN FEBRUARY 
19931 AHO THE PRESIDENT RELAXED POL ICY. THE GOVERNMENT INOUC 
INTEREST RATE curs. INCREASED CREDIT ALLOCATIONS1 ANO PROPOSED 
ACCELERATED INFRASTRUCTURE EXPENOI TURES. THE OVERALL IHPACT 
PRESIDENT KIM'S PROGRAMS, HOWEVER, IS LESS CLEAR. HIS 
CAMPAIGNS AGAINST CORRUPTION ANO BUSINESS CONCENTRATION, FOR 
INSTANCE, HAVE MOST PROBABLY DISCOURAGED SOME CONSUMPTION ANO 

INVESTMENT. 

2. PRESIDENT KIM'S FIVE YEAR PLAN, RELEASED IN JULY 19931 
ENVISIONS A \llOESllEEPING PROGRAM OF DEREGULATION. BUT UNTIL 

/B49\I 

SEOUL 8975 7 89 OF 86 I I 2353Z 885298 
DETAILS ARE AVAILABLE, CONCERNS THAT HANY MARKETS Will REMAIN 
REGULATED EVEN AFTER 1998 WILL PERSIST. THE U.S. GOVERNHENT1 
IN CLOSE CONSULTATION \llTH U.S. BUSINESSES IN KOREA• I/ILL 
UTILIZE THE DIALOGUE FOR ECONOHIC COOPERATION ffiECl TO 
ENCOURAGE FULL IHPLEHENTATION OF PRESIDENT KIH'S VISION OF A 
"NEW KOREA" OF OPEN HARKETS. 

3. KOREA REMAINS A DIFFICULT OPERATING ENVIRONHENT FOR U.S. 
COHPANIES1 \IHICH WITHDREW A RECORD USO 277 MILLION IN DIRECT 
INVESTHENT IN PROJECTS IN 1992. ARCANE ANO OFTEN ARBITRARY T 
ANO FINANCING REGULATIONS PERPLEX CORPORATE TREASURERS; AND 
HIGH-TECH FIRKS llORRY ABOUT PATENT ANO COPYRIGHT INFRINGEKENT 
ALTHOUGH KOREA'S PROTECTION REGIME IS !"PROVING. U.S. 
EXECUTIVES CO"PLAIN THAT KOREAN UNIONS HAKE SPECIAL DEKANOS 0 
FOREIGN EHPL OVERS. PUBLIC HEAL TH INSPECTORS SEEM SINGULARLY 
FOCUSED ON FOREIGN CONSUMABLES. NONETHELESS1 KANY AHERICANS 
FINO THE KOREAN MARKET LUCRATIVE. THE ELECTRONICS• FINISHED 
Al RCRAFT ANO PART Si ANO HANUFACTUR I NG PROCESS CONTROLS SECTOR 
HAVE STRONG SAL ES POTENT I Al. PL ANNEO NUCLEAR POI/ER Pl ANT AND 
AIRPORT INFRASTRUCTURE PROJECTS Will PLAY TO U.S. TECHNOLOGIC 
STRENGTHS. 

CURRENT ECONOMIC SITUATION AND TRENDS 

4. ECONOHIC GROWTH: THE KOREAN ECONOHY CONTINUED TO GROii 
SLOllLY IN THE SECOND QUARTER OF 1993 DUE TO SLUGGISH FACILITY 

INVESTMENT AND WEAK CONSUKPTION1 WITH BANK OF KOREA FIGURES 
INDICATING ONLY A 4.2 PERCENT REAL GNP RISE OVER THE YEAR 
BEFORE. THE FIRST HALF YEAR-OVER-YEAR GROllTH RATE OF 3. 8 
PERCENT IS THE LOWEST IN 12 YEARS. EXPECTATIONS BY PRIVATE 
FORECASTERS THAT SECOND HALF 1993 llOULD KARK A RECOVERY FROM 
THE ONGOING GROllTH RECESSION HAVE BEEN REPLACED BY ANXIETIES 
THAT THE ECONOMY HAY WEAKEN EVEN HORE. SPECIFICALLY• THE 
GOVERN"ENT'S SURPRISE "ID-AUGUST DECREE THAT USE OF PSEUDONYM 
TO 0 I SGU I SE ASSET 01/NERSH IP BE DISCONTINUED BY OCTOBER 121 
19931 HAS UNSETTLED FINANCIAL MARKETS. ECONOHIC OFFICIALS AN 
BUSINESSMEN ARE CONCERNED THAT SHALL FIRMS, WHICH HAVE 
TRADITIONALLY RELIED ON THE INFORKAL CREDIT MARKETS SUPPLIED 
VIA ANONYMOUS BANK ACCOUNTS• I/ILL BE SQUEEZED• IKPAIRING 

SECOND-HALF GROWTH. TO FORESTALL THIS POSSIBILITY• THE 
GOVERNMENT HAS OPENED EHERGENCY CREDIT LINES AND DIRECTED THE 
BANK OF KOREA TO BE FLEXIBLE REGARDING "ONEY SUPPLY CONTROL. 
NONETHELESS, SURVEYS INDICATE SPREADING INSOLVENCY PROBLEHS. 
THE Ei1BASSY EST I HATES THAT 1993 REAL GNP GROWTH--LARGEL Y 
FOREIGN-SECTOR LEO--Wlll ROUGHLY KATCH THE 4.7 PERCENT GROWTH 
REGISTERED IN 1992. AS THE ECONOMY ADJUSTS TO PRESIDENT KIH' 

.. POLICIES AND INVESTOR CONFIDENCE RETURNS. \IE EXPECT A HOOERAT 
ACCELERATION OF GRO\ITH TO 6.3 PERCENT IN 19941 WITH GREATER 
RELIANCE ON PRIVATE DO"ESTIC DEHAND FOR GROWTH. THE GOVERNME 
SECTOR WILL ALSO BOOST GROWTH IN 1994--PUBLIC SALARIES WILL B 
RAISED ANO PUBLIC INVESTHENT I/ILL JUHP STRONGLY• HORE THAN 
OFFSETTING, IN OUR JUDGHENT1 THE CONTRACTIONARY IMPACT OF 
HIGHER FUEL TAXES. 

5. BALANCE OF PAYMENTS ANO FOREIGN DEBT: KOREA'S CURRENT 

ACCOUNT OH IC IT NARROWED TO ABOUT USO 1.9 BI LL I ON IN FIRST HA 
1993 FROM USO 4.5 BILLION IN FIRST HALF 1992. THIS REMARKABL 
SHRINKAGE WAS DERIVED PRIMARILY FROM TRADE FLO\IS, AS CAPITAL 
GOODS IMPORTS FELL DUE TO \IEAK DOMESTIC FACILITY INVESTMENT A 
EXPORTS, AIDED BY THE DEPRECIATION OF THE WON AGAINST THE YEN 
DURING 19931 HELO UP DESPITE A MAJOR INDUSTRIAL STRIKE. KORE 
HAS SUCCEEDED DURING THE 1998S IN DIVERSIFYING AWAY FROM SLOW 
GROWTH OECO MARKETS IN FAVOR OF CHINA, ASEAN ANO LATIN 
AMERICA. THE EMBASSY ESTIMATES THAT THE CURRENT ACCOUNT 
DEFICIT \lllL FALL TO USO 779 MILLION IN 1993, ANO COULD ACHIE 

S865769 



ROUTINE UNCLASSIFIED 
EAP/L CARDS CENTER 

INCOMING 

PAGE 92 OF 84 SEOUL 99757 90 OF 96 I 12353Z 91!5298 
BALANCE OR A SMALL SURPLUS THE FOLLOWING YEAR. 

6. THE LONG-TERM CAPITAL ACCOUNT REGISTERED NET INFLOWS OF U 
5.1 BILLION IN FIRST HALF 19931 UP BY USO 1.5 BILLION FROM A 
YEAR BEFORE. THE NET I NFL OW OF FOREIGN PORTFOLI 0 INVESTMENT 
FIRST HALF 1993 AMOUNTED TO USO 4.4 BILLION, UP BY USO 2.8 
BILLION FROM FIRST HALF 1992. KOREA'S GROSS FOREIGN DEBT WIL 
REACH AN ESTIHATED USO 45 BI LL I ON BY THE END OF 19931 11111 LE 
DEBT SERVICE AS A SHARE OF EXPORTS REMINS IN THE COMFORTABLE 
SIX PERCENT RANGE. NET FOREIGN DEBT• TAKING INTO ACCOUNT 
KOREA'S APPROXIMATE USO 35 BILLION IN OVERSEAS ASSETS, WAS JU 
UNDER USO IS BILLION AT THE END OF JUNE 1993. KOREA'S GOLD A 
FOREIGN EXCHANGE HOLDINGS HIT USO 19 BILLION AT THE END OF JU 
19931 A RECORD LEVEL EQUAL TO 2.5 MONTHS IMPORT COVER. 
7. ECONOMIC POLICIES: PRESIDENT KIM IS HOPING TO JUMP-START 
ECONOMIC GROWTH. STABILIZATION PROGRAMS ENACTED IN EARLY 199 
BY EX-PRESIDENT ROH TAE WOO HAD LOWERED KOREA'S INFLATION RAT 
AND NARROWED THE CURRENT ACCOUNT DEFICIT BY THE TI ME PRES I DEN 
KIM ASSUMED OFFICE IN FEBRUARY 1993. ALTHOUGH SEVERAL KEY 
ADVISORS URGED CONTINUED STABILIZATION, THE NEW PRESIDENT• 
ALARMED BY SHARP DECLINES IN INVESTMENT SPENDING• DECIDED TO 

EASE POLICY. HIS "11!8 DAYS" PLAN LOWERED INTEREST RATES, 
INCREASED CREDIT LINES FOR BUSINESS, AND PROMISED ACCELERATED 
SPENDING ON PUBLIC INVESTMENT. PRESIDENT KIM IN LATE AUGUST 
PROPOSED THAT THE GOVERNMENT FINANCE A SECOND HIGH SPEED TRAI 
LINE BETWEEN SEOUL AND KWANGJU IN ADDITION TO THE USO 15 
BILLION LINE ALREADY PLANNED BETWEEN SEOUL AND PUSAN. THE 
DRAFT FYl994 BUDGET ENDORSED BY THE GOVERNMENT IN 
LATE-SEPTEMBER 1993 PROPOSES A 13.7 PERCENT GENERAL SPENDING 
INCREASE OVER THE PREVIOUS YEAR1 WITH LARGE EXPENDITURE 
INCREASES PLANNED FOR PUBLIC INVESTMENT, RESEARCH AND 
DEVELOPMENT, AND SMALL BUSINESS SUPPORT. REVENUE PROJECTIONS 
ARE MURKY BECAUSE THE GOVERNMENT IS STILL DEBATING PLANS TO 
EXPAND THE TAX BASE THROUGH TOUGHER ENFORCEMENT AND 
IDENTIFICATION• TO CUT INCOME TAX RATES FOR THE MIDDLE CLASS1 
AND TO HIKE EXCISE TAXES IN ORDER TO FINANCE NEW PUBLIC WORKS 
SOME PRIVATE ANALYSTS WORRY THAT SLOW MACROECONOMIC GROVTH AN 
DISAPPOINTING TAX ENFORCEMENT EFFORTS COULD UNDERMINE REVENUE 
FORECASTS• RESULTING IN HIGHER BORROWING IN 1994 AND BEYOND T 
FINANCE PROMISED EXPENDITURE. 

8. ALTHOUGH PRESIDENT KIM IS EMPLOYING KOREA'S TRADITIONAL 
BUDGET AND CREDIT POLICIES TO PROMOTE GROWTH• HIS STRUCTURAL 
REFORM PROGRAMS MAY HAVE THE OPPOSITE IMPACT, AT LEAST IN THE 
NEAR TERM. IN ADD IT I ON TO THE SHOCK THERAPY OF REAL NAME 

ACCOUNTING1 HIS ANTI-CORRUPTION CAMPAIGNS -- MANY TOP OFFICIA 
HAVE BEEN ARRESTED OR FORCED TO RESIGN -- AND CRITICISMS OF T 
ECONOMIC POWER OF THE CHAEBOL CONGLOMERATES, HAVE UNDOUBTEDLY 
WEAKENED FACILITY INVESTMENT AND CONSUMPTION OF GOODS PERCE IV 

TO BE LUXURIES. 

9. MUCH UNCERTAINTY SURROUNDS PRESIDENT KIM'S LONG RANGE 
ECONOMIC POLICIES. THE GOVERNMENT'S FIVE YEAR PLAN RELEASED 
EARLY JULY 1993 FORESEES SUSTAINED ANNUAL REAL GNP GROWTH Of 
SEVEN PERCENT• RAISING PER CAPITA INCOMES FROM USO 6181!0 IN 
1992 TO USO 141098 BY 19981 ANO PROMISES A "NEW KOREA" OF 
LIBERALIZED DOMESTIC ANO INTERNATIONAL POLICIES. THE SPIRIT 
AND SCOPE OF THE PLAN ARE AMBITIOUS AND ENCOURAGING, BUT 
DETAILS ARE LACKING AND ITS IMPLEMENTATION SCHEDULE IS 
BACKLOADED TOWARD THE END OF THE PERIOD. THE LANGUAGE OF THE 
PLAN SUGGESTS THAT CERTAIN MARKETS, LIKE FOREIGN EXCHANGE, MAY 
BE SUBJECT TO REGULATION EVEN AFTER 1998. ALSO, THE 
BUREAUCRACY, CAN AND OFTEN DOES FRUSTRATE EFFORTS TO IMPLEMENT 
CHANGE. WHILE MANY OF KOREA'S LEADERS RECOGNIZE THAT REFORM 
ESSENTIAL FOR A NATION THAT ASPIRES TO OECO MEMBERSHIP IN THE 
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MI0-1990S, THE MINISTRIES AND THE INDUSTRIAL AND AGRARIAN 
INTERESTS WHICH DERIVE POWER AND PROTECTION FROM THE OLD SYSTE 
WILL UNDOUBTEDLY FIGHT DEREGULATION. 

19. INFLATION AND LABOR COSTS: KOREA HAS HALVED ITS INFLATIO 
RATE SINCE THE START OF THE DECADE· AND CONSUMER PRICES IN 
AUGUST 1993 ROSE ONLY 4. 4 PERCENT OVER 1992 LEVELS. THE 
GOVERNMENT IS APPEALING TO BUSINESSES TO AVOID PRICE HIKES IN 
1993 IN ORDER TO SHARE THE PAIN OF ADJUSTMENT. A COLO, WET 
GROWING SEASON MAY RESULT IN A JUMP IN FOOD PRICES IN THE 
LATTER PART OF 19931 BUT NONETHELESS WE EXPECT CONsum PRICE 
INFLATION TO REMAIN IN THE 5 PERCENT RANGE FOR THE FORESEEABL 
FUTURE. PRODUCER PRICES, WHICH ROSE LESS THAN 2 PERCENT IN 
FIRST HALF 1993 FROM YEAR-EARLIER LEVELS• SHOULD ALSO BE 
RELATIVELY STABLE. THE CHIEF DOWNSIDE RISK TO PRICE STABILIT 

IS THAT THE BANK OF KOREA· UNDER GOVERNMENT PRESSURE TO SMOOT 
THE TRANSITION TO REAL NAME ACCOUNTING, COULD SUPPLY EXCESSIV 
LIQUIDITY IN SECOND HALF 19931 THEREBY REIGNITING INFLATION 
AFTER A ONE-TO TWO-YEAR LAG. 

II. WAGE DEMANDS· WHICH INTENSIFIED OVER THE LAST FEW YEARS 
WITH THE ECLIPSE Of AUTHORITARIAN RULE1 BEGAN TO MODERATE IN 
19931 SUPPORTING A FORECAST OF CONTAINED INFLATION. GOVERNME 
INCOMES POLICY FOR 1993 CALLS FOR A FREEZE ON CIVIL SERVICE 
SALARIES AND PRIVATE SECTOR WAGE INCREASES OF 4.7 TO 8. 9 
PERCENT DEPENDING ON FIRM SIZE. IN FACT1 ACCORDING TO THE 
KOREAN EMPLOYERS' FEDERATION• WAGE INCREASES AT THE NATION'S 
TOP THIRTY CONGLOMERATES AVERAGED JUST 3. 71 PERCENT AT END 
AUGUST 19931 ABOUT ONE PERCENTAGE POINT BELOW THE GUIDELINE. 
AFTER THE GOVERNMENT INTERVENED ON BEHALF OF MANAGEMENT DURIN 
THE HYUNDAI STRIKE IN SUMMER 1993, WORKERS THERE SETTLED FOR 
BASIC PAY INCREASES OF ABOUT 5 PERCENT1 LESS THAN HALF THEIR 
INITIAL DEMAND. SETTLEMENTS ARE REPORTEDLY HIGHER FOR SMALLE 
FIRMS ANO THE CONGLOMERATES OFFER ADJUSTMENTS TO BASIC PAY1 B 
WE EXPECT WAGES TO RISE JUST UNDER 18 PERCENT ON AVERAGE IN 
19931 COMPARED TO A 15 PERCENT RISE IN 1992. WAGE MODERATION 
SEEMS AT LEAST PARTLY A REACTION TO GLOOMIER OUTLOOKS FOR 
INDUSTRIAL PRODUCTION AND UNEMPLOYMENT. AS OF SEPTEMBER 1993 
HOWEVER• LABOR STRIFE PREVAILED AT SOME FOREIGN COMPANIES• 
PARTICULARLY U.S. BANKS• WI TH WORKERS DEMAND I NG PROFIT SHARI NG 
AND MANAGEMENT OVERSIGHT IN ADDITION TO OUTSIZEO PAY INCREASES 

IMPLICATIONS FOR THE UNITED STATES 

12. BILATERAL TRADE FLOWS AND EXCHANGE RATES: THE GENERAL 

SLOWDOWN IN THE KOREAN ECONOMY IS AFFECT I NG DE MANO FOR U.S. 
PRODUCTS. U.S. EXPORTS TO KOREA OECL INEO IN 1992 BY USO 690 
MILLION1 AND WE ESTIMATE ANOTHER USO 787 MILLION DECLINE IN 
1993. THE EMBASSY PROJECTS THAT IN 1994 U.S. EXPORTS TO KOREA 
WILL PROBABLY STAGNATE OR RISE ONLY SLIGHTLY. THE U.S. 
BILATERAL TRADE BALANCE WI TH KOREA, BASED ON KOREAN CUSTOMS 

DATA· IS ESTIMATED TO SHIFT FROM A SURPLUS OF ABOUT USO 299 
MILLION IN 1992 TO A USO 700 MILLION DEFICIT IN 1993. 

13. THE WON FELL GRADUALLY AGAINST THE DOLLAR IN 1993. 
BETWEEN JANUARY AND SEPTEMBER 1993 THE WON DEPRECIATED ABOUT 
2. 8 PERCENT AGAINST THE DOLLAR, CLOSING Al 811.1 WON PER DOLL A 
ON SEPTEMBER 21. THE REAL, EFFECTIVE DEVALUATION OF THE WON 
DURING THE SAME PERIOD WAS ABOUT 6 PERCENT. ON THE PLUS SIDE 
FOR U.S. EXPORTERS, THE SHARP APPRECIATION OF THE YEN AGAINST 
THE DOLLAR SHOULD HELP AMERICAN CAPITAL GOODS SUPPLIERS 
CHALLENGE JAPAN'S POSITION AS THE DOMINANT EQUIPMENT SUPPLIER 
TO KOREA. 
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14. THE U.S. TREASURY REPORTED TO THE U.S. CONGRESS IN llAY 
1993 THAT IT FOUND NO EVIDENCE OF DIRECT EXCHANGE RATE 
llANIPULATIOH BY THE KOREAN AUTHORITIES TO GAIN COllPETITIVE 
ADVANTAGE. HOWEVER, THE TREASURY NOTED THAT STRINGENT FORE I G 
EXCHANGE AND CAPITAL CONTROLS FRUSTRATE THE EllERGENCE OF A 
TRUELY llARKET-DETERlllNED EXCHANGE RATE. 

15. FOREIGN INVESTllENT CLlllATE: KOREA HAS A COllPARATIVHY PO 
RECORD IN ATTRACTING FOREIGN DIRECT INVESTllENT -- NEW FOi FLO 

AS A SHARE OF GNP RANK ONLY NINTH AllONG ASIAN ECONOlllES1 BEHi 
POORER NAT I OHS SUCH AS llAL AYS I A1 I NOONES I A1 AND THE 
PHILIPPINES. THE GOVERNllENT EXPRESSES A DESIRE FOR FOREIGN 
CAPITAL ANO TECHNOLOGY TRANSFER• BUT REGULATIONS REFLECT AN 
HISTORICAL FEAR OF FOREIGN DOlllNATION. THE DOLLAR VALUE OF 
NEWLY APPROVED INVESTllENT PROJECTS IN KOREA DECLINED FROll USO 
1.4 BILLION IN 1991 TO USO 900 HILLIOH IN 19921 AND FIRST HALF 
1993 FLOWS WERE DOWN ANOTHER 7. 6 PERCENT FROM THE YEAR BEFORE 
FOi IN THE llAHUFACTURING SECTOR IS ESPECIALLY WEAK. NEW U.S. 
FOi IN KOREA WAS ABOUT USO 388 lllLLION IN 19921 AND USO 395 
lllLLION !ANNUAL RATEi IN FIRST HALF 1993. llOST DISTURBINGLY 
FOR KOREAN ECONOHIC DEVELOPMENT, BAILOUTS BY SEVERAL U.S. 
llULTINATIONALS LED TO A RECORD USO 369 lllLLION IN PROJECT 
WITHDRAWALS BY FOREIGNERS IN 1992. CHRONIC COllPLAINTS BY U.S 
FIRHS OPERATING IN KOREA INVOLVE RESTRICTIONS ON THEIR ABILITY 
TO FI NANCE OVERSEAS, ARB I TR ARY TREATHENT BY KOREAN TAX 
AUTHORITIES, AND VIOLATIONS OF PATENT, TRADEllARK, AND COPYRIGH 
RIGHTS, ALTHOUGH IN THIS LATTER AREA THE KOREANS ARE lllPROVING 
THEIR LEGAL REGlllE AND BEEFING UP ENFORCEllENT. 

16. THE Kiii ADlllNISTRATION HAS PLEDGED A llORE FORWARD-LOOKING 
ATTITUDE TOWARD FOi. THE 1993 FOREIGN CAPITAL INDUCEllENT ACT 
IS DESIGNED TO EXPEDITE THE PROCESSING OF FOi APPLICATIONS AND 
TO REDUCE THE NUllBER OF SECTORS WHERE FOi IS RESTRICTED. BUT 
EVEN WHEN THE ACT IS FULLY lllPLEllENTEO IN 19981 BUREAUCRATIC 
OBSTACLES llAY REllAIN. FOR INSTANCE• Al THOUGH THE lllNISTRY OF 
FINANCE CLAlllS THAT THE ACT WILL LIBERALIZE THE TRANSPORT 
SECTOR FOR FOREIGNERS, DOOR-TO-DOOR DELIVERIES BY FOREIGN AIR 
EXPRESS SERVICE FIRllS Will REllAIN RESTRICTED DUE TO lllNISTRY 0 
TRANSPORTATION REGULATIONS THAT ESSENTIALLY DUPLICATE PREVIOUS 
llOF RESTRICTIONS. llOREOVER• llOF OFFICIALS HAVE CLARIFIED THAT 

THE ACT DOES NOT INSTITUTE A NOTIFICATION-ONLY REQUIREllENT FOR 
NEW FOi -- AFFIRMATIVE APPROVAL WILL STILL BE NECESSARY. 

17. FOCUS ON THE DEC: THE DIALOGUE FOR ECONOlllC COOPERATION 
ffiECl WAS INAUGURATED BY PRESIDENTS CLINTON AND Kiii DURING 

THEIR JULY 1993 llEETINGS IN SEOUL. THE DEC IS A YEAR-LONG 
INTENSIVE EFFORT TO ADDRESS SYSTElllC ISSUES OF DEREGULATION A 

_ECONOHIC COOPERATION. Al THE INITIAL llEETING IN WASHINGTON I 
SEPTEllBER 19931 THE TWO DELEGATIONS DISCUSSED KOREAN GOVERNllE 
INITIATIVES TO LOOSEN THE REGULATORY WEB WHICH HAllPERS FOREIG 
AND DOHESTIC BUSINESSES IN KOREA: BEGAN TO FORHULATE A DEC WO 
PROGRAH: ANO AGREED TO llEET AGAIN IN SEOUL IN OCTOBER IN ORDE 
TO FINALIZE AHO LAUNCH THAT PROGRAll. BOTH GOVERNllENTS EXPECT 
THAT THE DEC WILL RESULT IN AN EASING OF REGULATORY BARRIERS 
THE 1110 ECONOMIES AHO EXPANDED BUSINESS OPPORTUNITIES. 

18. COllllERCIAL OPPORTUNITIES: Al THOUGH THE llACROECONOlllC AND 
OVERALL REGULATORY CLIMATE FOR U.S. BUSINESS IN KOREA IS NOT 
FAVORABLE• SEVERAL SECTORS OFFER SUPERIOR OPPORTUNITIES. KORE 

IS A MAJOR CUSTOMER OF U.S. ELECTRONICS AS WELL AS A 
COMPETITOR. KOREAN ASSEMBLERS OF VCRSr COMPUTERS, AND OTHER 
FINISHED PRODUCTS DEPEND OH U.S. INTEGRATED CIRCUITS, WAFER 
BOARDS, AND LARGER ELECTRONIC COMPONENTS. CONTINUED EXPORT-LE 
GROWTH IN KOREA'S ELECTRONIC INDUSTRY PROMISES TO BOOST 
COMPONENT EXPORTS FROM THE UNITED STATES BY ABOUT 11 PERCENT 
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ANNUALLY. KOREAN DOMESTIC DEMAND IN 1992 REACHED AN ESTIHATED 
USO 6 BILLION FOR SEMICONDUCTORS AND USO 1 BILLION FOR PASSIVE 
ELECTRONIC COMPONENTS. 

19. SECOND IN PROFIT POTENTIAL ARE U.S. AIRCRAFT AND PARTS. 
FINISHED AIRCRAFT, BOTH Hll ITARY AND COllllERCIAL1 HAVE 
TRADITIONALLY DOMINATED THIS CATEGORY• AND KOREA PLANS TO BUY 
114 JET A I RCRAFT BY THE YEAR 2888. BUT COHPONENT PURCHASES 
WILL BECOllE INCREASINGLY IHPORTANT AS KOREA BEGINS PREPARATION 
TO ASSEllBLE F-16 FIGHTERS FOR ITS AIR FORCE. THE GOVERNllENT 
HOPES TO USE THIS PROGRAH AS A SPRINGBOARD TO DEVELOP A 
FLEDGLING AVIATION SECTOR, AND HAS ANNOUNCED LONG-RANGE 
RESEARCH AND DEVELOPllENT PROJECTS THAT Will BOOST INTEREST IN 
LURING U.S. INVESTORS AND TECHNOLOGY PARTNERS. U.S. AIRCRAFT 
AND PARTS IHPORTS REACHED ABOUT USO 1.6 BILLION IN 1992. 

20. PROCESS CONTROLS ALSO HUST BE COUNTED AllONG THE AREAS OF 
GREATEST POTENTIAL. THE HOTTEST ITEllS Will BE CIRCUIT TESTERS 
FREQUENCY llEASUR I NG APPARAT I ES• AHO AUTO REGULATORS. 

21. ONE SERVICE SECTOR ALSO HOLDS GREAT PROHISE -- TRAVEL. 
THE NUllBER OF OVERSEAS TRAVELLERS HAS TRIPLED SINCE THE KOREAN 
GOVERNllENT LIFTED VIRTUALLY All RESTRICTIONS ON PASSPORT 
ISSUANCE. DESPITE GOVERNHENT CAllPAIGNS TO DISCOURAGE OVERSEAS 
TRAVEL• THE NUllBER OF OUTBOUND TOURISTS IS EXPECTED TO SURPASS 
3 HILL ION BY 1996. HEARL Y ONE IN FOUR Will BE HEADING FOR THE 
UN I TED STATES. 

22. A NUHBER OF HAJOR PROJECTS ARE AFOOT. llH I LE KOREA'S 
FANTASTIC EXPORT GROWTH GRABBED THE WORLD SPOTLIGHT OVER THE 
LAST TWO DECADES, ITS DOHEST IC INFRASTRUCTURE REllA I NED 
UNDERDEVELOPED. THE KOREAN GOVERNllENT IS NOW HAKING UP FOR 
LOST TlllE1 WITH THE RESULT THAT PROJECTS ARE BOOlllNG. 

23. TWO OF THESE PROJECTS ARE IN A CL ASS BY THEHSEL VES -- A 
HIGH-SPEED RAIL LINE LINKING SEOUL AND PUSAN AND A USO 13 
BILLION INTERNATIONAL AIRPORT TO BE CONSTRUCTED ON RECLAlllED 
SEA FLOOR OFF THE COAST OF INCHON. 

24. THE HIGH-SPEED RAIL PROJECT BETWEEN SEOUL AND PUSAN IS 
ESTlllATED TO COST USO 15 BILLION. PRESIDENT KIH ANNOUNCED IN 
AUGUST 1993 PLANS FOR A SECOND LINE BETWEEN SEOUL ANO KWANGJU 
WHICH COULD COST BETWEEN USO 1.2 BILLION AND USO U BILLION 
DEPEND I NG ON THE EXTENT OF TRACK OVERLAP Ill TH THE SEOUL-PUSAN 
LINE. KOREA HAS SELECTED EUROPEAN TECHNOLOGY FOR THE 
ROLLING-STOCK• BUT U.S. FIRllS SHOULD LOOK INTO COllllUNICATIONS 
AND SIGNALLING PRODUCTS. 

25. THE USO 4.7 BIL l I ON FIRST PHASE OF THE INTERNATIONAL 
·· AIRPORT IS SCHEDULED FOR COllPLETION BY 1997. A U.S. 

ARCHITECTURAL CONSORTIUll HAS ALREADY WON THE CONTRACT FOR 
TERlllNAL DESIGN. OTHER U.S. COllPANIES SHOULD LOOK AT PEOPLE 
HOVER SYSTEllS1 AIRPORT SECURITY, BAGGAGE HANDLING SYSTEllS1 AND 
Al R TRAFFIC CONTROL SYSTEllS. 

26. OTHER llAJOR PROJECTS OF INTEREST: USO 3 BILLION A YEAR 
FOR THE CONSTRUCTION OF ONE NUCLEAR AND ONE-AND-A-HALF 
COAL-FIRED POWER PLANTS PER YEAR TO THE YEAR 2009; USO 1.2 
BILLION TO BOOST EXISTING LNG TERMINAL CAPACITY ANO CONSTRUCT 
NATIONWIDE PIPELINES; USO 12 BILLION FOR SUBWAY CONSTRUCTION I 
FIVE SEPARATE CITIES; USO 20 BILLION FOR NEii EXPRESS HIGHWAY 
CONSTRUCTION; AND USO 10-USD 20 BILLION FOR SEAPORT EXPANSION. 

27. THOSE SEEKING MORE IMMEDIATE INFORMATION ON KOREAN MAJOR 
PROJECTS AND PROMISING MARKET PROSPECTS SHOULD REFER TO THE 

NATIONAL TRADE DATA BANK INTOBI, UPDATED MOHTHL Y BY THE U.S. 
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DEPARTMENT OF COMMERCE. INCLUDED ARE PERIODIC• EIGHT TO TEN 
PAGE ANALYSES OF BEST MARKET PROSPECTS FOR SPECIFIC SECTORS, A 
I/Ell AS CAPSULE SUMMARIES OF BREAKING ECONOMIC NEllS. MANY OF 
THESE REPORTS ARE PREPARED BY THE EMBASSY'S ECONOMIC AND 
COMMERCIAL SECT I OHS. 

28. THE U.S. EMBASSY IN SEOUL PRODUCES THE FOllOlllNG REPORTS 
PERIODICALLY: INTELLECTUAL PROPERTY RIGHTS PROTECTION-KOREA• 
INVESTMENT CLIMTE STATEMENT-KOREA• AND LABOR TRENDS IN THE 
REPUBLIC OF KOREA. 

19. THE COMMERCIAL SECTION ALSO PRODUCES THE AMERICAN BUSINES 
IN KOREA GUIDE AND DIRECTORY• PUBLISHED ANNUALLY BY THE 
ASSOC I AT I ON OF FOREIGN TRADE AGENTS OF KOREA. OTHER REPORTS 
INCLUDE: COUNTRY MARKETING PLAN FOR KOREA• PUBLISHED ANNUALLY 
IN COOPERATION lllTH THE FOREIGN COMMERCIAL SERVICE; AND 
OVERSEAS BUSINESS REPORTS -- MARKETING IN KOREA, PUBLISHED 
PERIODICALLY THROUGH THE GOVERNMENT PRINTING OFFICE IGPOJ. 

38. AGRICULTURE: AGRICULTURE IS A SECTOR lllTH SPECIAL 
CHALLENGES AND OPPORTUNITIES. U.S. FARM SALES TO KOREA AVERA 
ABOUT USO U BILLION PER YEAR -- 14 PERCENT OF TOTAL U.S. 
EXPORTS. UNITED STATES FARM PRODUCTS ARE GENERALLY llELL 
RECEIVED BY KOREAN CONSUHERS. HOllEVERr U.S. AGR I CUL TUR Al 
PRODUCTS STILL FACE MANY BARRIERS IN THE KOREAN MARKET 
INCLUDING HIGH TARIFFS, DISTRIBUTION RESTRICTIONS, AND OUTRIGH 
BANS. FOR EXAHPLE1 ALTHOUGH KOREA IS A RELATIVELY LARGE BUYER 

OF SOYBEANS• SOYBEAN OILS ARE EXCLUDED BY DISCRIHINATORY 
TARIFFS. MANY FRUITS AND VEGETABLES ARE ALTOGETHER EXCLUDED 
FROM THE MARKET, AND ACCESS FOR BEEF AND OTHER FRUITS IS 
UNACCEPTABLY RESTR I CTEO. THE RI CE MARKET REMA I NS CLOSED. 

31. IN 1992-1993 KOREAN HEALTH AND CHEMICAL INSPECTION 
PROCESSES EMERGED AS HAJOR MARKET ACCESS BARR I ER. KOREAN 
TESTING, LABELLING, AND COUNTRY OF ORIGIN REGULATIONS TEND TO 
BE BURDENSOME AND NONTRANSPARENT. KOREAN TESTING mHODOLOGY 
IS OFTEN NOT UP TO WORLD STANDARDS. SH I PHENTS OF U.S. WHEAT 1 

ONE OF THE HOST IMPORTANT U.S. AGRICULTURAL PRODUCTS IN THIS 
MARKET• HAVE BEEN HELD UP IN DISPUTES OVER KOREAN TESTS THAT 
SHOii HIGH LEVELS OF PESTICIDE RESIDUES. DESPITE THE 
INTERVENTION OF PRESIDENT CLINTON DURING HIS JULY 1993 VISIT, 
SEVERAL SHIPHENTS OF HIGH-QUALITY U.S. I/HEAT lllLL EITHER BE 
SOLD AS ANIMAL mo. TURNED INTO PASTE· OR NOT SOLD AT All AS 
RESULT OF THIS DISPUTE. 

32. KOREA HAS REHOVED OUTRIGHT BANS ON SOME AGRICULTURAL 
PRODUCTS AS PART OF ITS GATT/BALANCE OF PAYMENTS OBL IGATIONSr 
BUT THE GOVERNMENT NOii SEEMS INCLINED TO STOP OR AT LEAST 
DRAHACTICAllY SLOW THE PACE OF LIBERALIZATION. IF SEOUL DOES 
INDEED HONOR THE BALANCE OF PAYMENTS EXERCISE• AND COHMITS TO 
OTHER TRADE CONCESSIONS AS PART OF THE CONCLUSION OF THE 
URUQUAY ROUND, NEii OPPORTUNITIES FOR U.S. FARH SALES COULD 
EMERGE. 

33. ACCOMPANYING TABLES ARE BEING SENT VIA DIRECT ELECTRONIC 
TRANSMISSION TO EAP/K AND THE KOREA DESK AT COMHERCE. 

QKARTMAN/// 
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SUBJECT: initial u.s. Responses to rokg dee workplan proposals 
ref: (a) 93 state 309634, (b) 93 seoul 9816 

1. This is an action message. 

2. In the run-up to the october 20-21 dee plenary 
meeting, embassy is requested to deliver to appropriate 
rokg officials para 4 non-paper containing the 
preliminary usg response to rokg proposals for topics to 
be pursued under the dialogue for economic cooperation 
(dee). Each of these topics is included in the draft 
aqenda outlined in para 3 of ref b. Embassy may draw on 



para 3 talking points as necessary. If embassy has not 
already done so, please also deliver the u.s. Responses 
to the rokg's questions on u.s. Anti-dumping procedures 
contained in para 5. 

3. Begin talking points: 

o thank you for your ideas on topics to be pursued 
under the dee. We have thoroughly investigated 
each of your proposals. We believe that a number 
of them are interesting and have either accepted 
them or offered counterproposals on similar themes. 

O as assistant secretary tarullo noted in his recent 
letter to assistant minister sun, we believe that 

page 03 state 315366 152046z 
issues on which we have ongoing discussions should 
be referred to existing groups in order to avoid 
confusion. 

O we hope that our initial responses will assist in 
your preparations for the october 20-21 plenary 
meeting. We are willing to discuss your proposals 
and our responses at the seoul meeting so that we 
can agree on a dee workplan by the conclusion of 
the meeting. 

4. Begin non-paper 

u.s.-korea Dialogue for economic cooperation 
initial u.s. Responses to korean proposals 

labor/industrial relations cooperation issues 

we understand that labor issues are sensitive and agree 
that labor disputes are essentially a matter to be 
resolved between private parties. With this in mind, we 
believe that a cooperative program on labor/industrial 
relations issues could be beneficial for both korea and 
the u.s. Before we reach final agreement on conducting a 
cooperative labor/industrial relations program under the 
dee, however, we request further information from korea 
on what activities and issues you wish to address and in 
what forum you believe they should be addressed. 

Customs user fee 
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this issue has been discussed in the gatt and the u.s. 
Modified the system to assess the fees. We are amenable 
to discussing any remaining concerns korea may have in 
the import clearance subgroup or in our bilateral 
customs-to-customs talks. 

Social security 

the u.s. Social security administration (ssa) carries out 
an active program of negotiating bilateral totalization 
agreements with foreign countries. Ssa is now reviewing 
u.s. Bilateral social security relationships with the 
goal of preparing a negotiating plan for 1994-1997. The 
department of state has conveyed to the ssa korea's 
request to negotiate a social security agreement, and has 
recommended the inclusion of korea as a priority in the 
negotiating plan. We will provide an update to the 
korean government on this issue once ssa completes its 
review. 

Industrial cooperation 

we agree on the importance of discussing industrial 
cooperation as part of the dee. Our governments should 
strive to recommend and develop ways to expand on the 
progress made over the last two years in the technology 
subgroup and the presidents' economic initiative. We 
propose that secretary brown and minister kim meet in 
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seattle to discuss conditions and possible components of 
an arrangement on industrial cooperation. 

Transfer pricing 

we are amendable to discussing korea's concerns on 
transfer pricing issues in the plenary and in more 
detailed discussions we have proposed holding between the 
department of treasury's office of tax policy and the 
ministry of finance's office of tax affairs. 

Section 301, anti-dumping procedures, construction surety 
bonds, and federal maritime commission proceedings 

while we are prepared to discuss these issues in the 
plenary, we should be cautious about undermining ongoing 
disc11ssions in the uruguay 1ound. On anti-dumping, we 



propose to set up a special meeting between the 
department of commerce's bureau of import administration 
and a rokg team to discuss specific issues raised by 
korea. A u.s. Maritime delegation will visit korea in 
november, and will also be prepared to discuss your 
concerns on maritime issues. 

Science and technology cooperation 

we share your interest in enhancing u.s.-korea Science 
and technology cooperation and believe that the agreement 
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on science and technology cooperation provides an ideal 
mechanism to further these efforts. We have proposed 
holding the inaugural meeting of the joint committee on 
science and technology in seoul on november 18-19. We 
believe it would be appropriate for the dee to receive a 
joint report from this joint committee. 

Standards testing procedures 

the standards group in the president's economic 
initiative made good progress toward increasing the 
transparency of korea's standards setting process. While 
we recognize the korean government's long term desire to 
discuss mutual recognition of test results in the areas 
of telecommunications equipment, certain food and 
agricultural products and manufactured products, we 
believe that greater uniformity in the areas of standards 
and testing procedures is needed prior to holding 
discussions of mutual acceptance of test results. In 
light of the korean government's desire to join the oecd, 
we think it particularly useful to focus these 
discussions on harmonization of korean standards and 
testing procedures with currently existing scientific 
standards. 

We propose to ask the trade subgroup phytosanitary and 
food safety working group to exchange information as 
necessary on u.s. And korean food safety testing 
procedures and on how to make these procedures consistent 
with international practices, and report to the dee. We 
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also propose to ask the trade subgroup to consider 
[ormation of a standards ~.;ubgroup to discuss industrial 



product standards and testing procedures issues that may 
arise. 

5. Begin responses to questions on anti-dumping 
procedures posed by the rokg: 

ql. The relevant provisions of the u.s. Laws and 
regulations regarding administrative reviews of 
antidumping orders. 

A: administrative reviews of antidumping duties 
orders are conducted in accordance with section 
751 of the tariff act of 1930, as amended (the 
act). (19 U.s.c. 1675). The relevant 
regulations pertaining specifically to ad 
administrative reviews are 19 c.f.r. 353.22. 
(Copies attached). 

Q2: the usual time frame for administrative review 
(including when it starts, duration, etc.) 

A: under section 353.22 Of the department's 
regulations, each year during the anniversary 
month of the publication of the order an 
interested party may request that the department 
conduct an administrative review. Not later than 
15 days after the anniversary month, if an 
administrative review is requested the department 
will publish in the federal register a notice of 
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initiation. It is the policy of the department to 
completed all reviews within a twelve month 
period. However, the continued backlog from the 
1980's and the large influx of steel cases 
recently has somewhat hampered these efforts. We 
do not have information on the average time 
between initiation and completion of reviews. 

Q3. Whether it is possible to seek compensation for 
damages caused by the delays in administrative 
reviews. 

A: there is no provision under the u.s. Trade law to 
seek compensation f:or damages caused by he delays 
in administrative reviews. We note that if a 
review indicates the cash deposits exceed the 
margin of dumping, the difference is refunded with 
interest. 

Q4: whether the u.s. Government has any plans to 
address the delays in administrative reviews. 



A: the department has made significant strides in 
reducing the backlog of administrative reviews 
which built up over the 1980's. Recently, due to 
the influx of steel cases the backlog has again 
been growing, but we hope to have this under 
control soon. The goal of the department is to 
eventually eliminate the backlog altogether. 

Q5: whether the u.s. Government has any plans to 
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introduce "sunset" clauses. 

A: the u.s. Has no plans, at this time, to introduce 
legislation to include a "sunset provision" in he 
law. However, the department may revoke an order 
with respect to a particular producer if the 
producer has sold the subject merchandise in the 
united states at not less than fair value for a 
period of at least three consecutive years. Also, 
if no interested party has requested a review for 
five years and no parties object, the department 
may revoke an order. Finally, an order can also 
be revoked if the international trade commission 
determines that no material injury or threat of 
material or material retardation of the 
establishment of an industry would result from 
revocation of the order 

christopher 


