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

17:00 Delegation meeting (Hoog residence -- #8 Embassy
Compound 1))

18:00 Reception for DEC delegation hosted by Charge Chuck
Kartman

Wednesday, October 20

07:30 AMCHAM breakfast meeting, Westin Chosun Hotel
09:00 Courtesy call on Foreign Minister Han Seung-Joo
09:15 Call on Vice Foreign Minister Hong (20-30 minutes)
10:30 Call on Blue House Senior Economic Advisor Park

Jae-Yoon (tentative)

Lunch TBD
13:40 Call on Assistant Secretary Son (MOFA Room 806)
14:00 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
19:00 Dinner hosted by the A/M Son, Shilla Hotel, Marronierr

Room (3rd. Floor)
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October 21

Resumption of DEC Mceting (Continued discussion on
deregulation issues, 1f necessary)

Economic Cooperation lssues

1. Industrial cooperation

Science and technology cooperation

Mutual exemption of social security tax

Labor issues

Mutual recognition of test results

G. Surety bond requirement for construction contracts
Global cooperation

b wN

~J

Conclusion of DEC Meeting

-- Summary of the discussion

-— Future steps

~- Concluding remarks

Working-level Meeting (if necessary)
Lunch and Briefing of AMCHAM, Hilton Hotel

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

WWE i'llwlvﬁ‘é"/‘?g'weml 'v‘ ’,{ T ( H )
Embhassy Switchboard: 397-4114
Economic Section FAX 722-1419
Lotte Hotel 771-1000 (T)

752-3758 (F)
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ROKG Proposed Agenda

(With U.S. Revisions)

1. opening statements
I1. 1Issues 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. 1implementation 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)

II1. 1issues related to economic cooperation

a. industrial cooperation
b. science and technology cooperation
c. mutual exemption of social security tax
d. 1labor/industrial relations issues
e. bank supervision
f. mutual recognition of test results
g. surety bond requirement for construction contracts
h. global cooperation
IV. conclusion
a. plans for the future

--establishment of counterpart groups
b. concluding remarks
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U.S.-KOREA DIALOGUE FOR ECONOMIC CQOPERATION
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 QUR 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. TN 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 QUR IDEAS ON
TOPICS TO BE PURSUED, AND AS WE MOYE 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?
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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. 1Is
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. 1In 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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51362 RETAIL SALE OF LIQUID FutL
52363 RCTAIL SALE CF GASEOUS FYEL
GRENSCRTZTION, WERLHOUSE AND TELECOHKUNICAT {ONS)
61109 SLA END CCASTAL ¥ATLR TRANSPORT N.£.C
61942 PLLOTAGE
63851 OFERATION OF AIE-VERNINAL FOCILITIES
61381 FRUIGHT (ORRERDING
63892 TREACHT ZECEIRRSE KGIRCIES
QIR SERVICES)

14382 EDVIRTISING PRIPARATION

14841 7HOTOCRAPH PRODUCT | OK

1942 FHOTOGRAPH PROCESSING

TLUCATING KIALTH AND SOCIAL WELTARE)

¢d9d4 VECATIONAL TRAINING SCHOOL

5111 CLRERAL HOSPITALS

69112 OLNTAL HOSPITALS

§95113 ELRB COCTOR HOSPITALS

§5119 HOSPETAL N.E.C

85171 CENCRAL CLINICS

§9102 CINTAL CLINICS

65173 FERD DOCTOR CfIHIC

85193 FROFESSTCHAL RIDWITFRY SLRVICE
45197 FEGA-#LDICAL SIRVICTS

84193 LLIRIC-PALROLCOICEL RIECROSTIC { ABORAIGHITS
45149 CINUR NUHER VEALTH BCVIVITHIS N L ¢
SGE VEHRINERY SETIVITIES

JARUARY 1, 1996 (45 (KDUSTRIES)

(AGRICULTURE, TISHERICS, FORESTRY, HINING)

6122 GROWING OF HORTICULTURAL SPECIALITIES X
1132 GROW!NG OF BEVTRAGE AND SPICE CROPS

81223 RA{SING OF OTHER TYPES OF POULTRY
{ARUF RCTURING)

15312 HILLING OF CLREALS
17198 OTH(R PUBLISHING
um OFFSET PRIKIING

(RHOLESALE AMD EETAIL DISTRIBUT(ON
91891 CORHORTY CHAIN HERKEY
CORSIRUCTION

45714 {RDUSTRIAL PROVISICN ASSERSLY AND ERECTION of
CONSTRUCTICN

45229 VASTE IREIMENT END POLLUTICN PREVISTION PLANT
LOHSTRACTiON

45731 PILE DRiVING AND RELATED CSNSTRUCTION TOUNDATION WORKS

45232 BORING, CRIUTING £MD WATER VELL ORILLING WORKS

45233 CELTUL TGN YRES ERD TRASL WORKS

45234 L o HORKS

4523 CISS 54D RLISTORCED CONCROTE WORKS
8573 NG S STCRE SETTING WQRKS

LYEY AL NG N CULLT YA WORKS

45738 UNDERWATER %ORKS

45239 BUILDINGS CONSTRUCTION RELATCD SPECIAL STRUCTURES
CONSTRUCTIOH K.E.C.

45381 - PLUHBING: HEATING AND RELAIED WORKS

45302 ELECTRICAL VORKS

45363 - COHNURICATION CQUIPHERT IKSTALLATION

45384 WATERPROOF IHG SOUKDPROOF {NG AND f IREPROOF ING WORKS

45385 TRSTALLATION OF HACHINERY EQUIPHENT

45386 IHSTALLATION Of ERVIRONMENTAL HYGIENE YREATKENT
EPPLIANCES

15367 INSTALLATION Of FENCE RAIL EKD RELAIED HETAL STRUCTURE

453609 BULLDING IHSTALLATION W.E.C.

45461 GLASS BND GLAZING WORKS

48482 IKSTALLATION OR ERCCTION Of DOORS

45483 PLASTERING AND TILT WORKS

15484 PAINTING WORKS

45465 PEPER HANGING KND BLCORATING WORKS

£5486 CARPENTRY AMD fLOORING WORKS

15487 INSTALLATION OF ORKEMTNIAL KETEL STRUCTURE

15409 BULLCING COMPLITION R.€.C

15508 EIRLIRG ©F CCHSTRUCTION GR DIMOLITION (CUIPHIHT WiTH
CPERATOR

GRAMSFORTATIGN, WeRURAUST Ny VELTCSE%INICAT IONS

t417e LOURATE SCTIITILS CIBLR THPR RETTONAL PCST RCEIVITIES



RUAL (STRAIL, ROHTAL, AND OTH{R SCRYICLS)

1723

Hn
mn
M

1812

RUHTING OF CONSIRUCTION 4KD CIU(L CHGIRCTRING
HACHIRERY AND CQUITHINT

CERTLTILD PUBLIC ACCOUNTING SCRVICES

TEXATION SERVICES

ACCOURTING GOOK-KEEPING, AND AUDITING ACTIVITIES W.E.C.

ENPLOTHENT AGEMCY SERVICES

@EDUCATION, HEALTR £ND SOCIAL WILIARE)

88965

FREL (KINERY TESINING COURSE

OTHLR TYPES OF PUBLIC, SOCIAL KHD PERSONAL SERVIES)

192
9389
95886

EHUSERINT PARK OPERATION
PRIVATE RURSING AND SINILAR SERVICES
PRIVATE HCUSTROLOS ¥ITH EHPLOYED PCRSONS

JRUARY 1, 1397 G6 HDUSIRIES)

(AGRICULTUREs FiSKLRIES, FORESIRY HIKING

61119 GRCWING OF OIHER CROPS N.€..

61121 CROYING Of VEGETABLES

81123 ROWING OF RURSIRY FRODUCTS

21324 GROKING CF ELONS AND OTHER HIRRACCOUS FRUIT

81148 GACWHG OF CHOPS UNDER SPECIAL FRLHES

81211 DAIR ThxtiNG

8111 PRELDIXE Of PIGS

61777 FEISING OF CHIZKIN

81368 ROWIKG OF CKOPS COKBINED WITH THE FARKING oOf
ARINALS: HIXED FARMING

CHANUE ACTUR (NG

15111 SLAUGHTERING OF LIVESTOCK

15112 SLAUGHTERING OF POULTRY

22118 PUBLISHING OF BOOKS, BROCHURES, MUSICAL £OOKS AHD
OTHER PUBLICATIONS

mn COMNERCIAL PRINTING BY STENCIL PAPCR PLATES AND
SIHILAR PLATES

219 COMMERCIAL PRINTING N.£.C.

UTILITIES)

49181 ELECTRIC POWER GLKERATION

(WHOLESALE AND RETAIL DISTRIBUTION)

56562
51493
S1911
51812

51913
51914
51515

51919
Sl

AUTOHOTIVE GAS SERVICE STAT(ONS

WHOLESALE OF (ERTILIZERS

GENERAL FOREIGN TRADE

FOREACH TRADE OF ASRICULTURAL RAW MAT{RIALS, L1VE
ARIKALS FOODS BLVLRAGES &KD TOEACCO

TOREYCH TRADE OF HOUSEHOLD GOODS

FORLICN TRADL OF MON-AGRICULTURAL 1811RHDIAIC

PRODUCTS, WESTL &HD SCRAP

TORCIGN TRADE O MACHINCRY, LGUIPHLKT N5 RIIAILE
PRODUCTS

FORTICK 1RADL N.C.C

RUTAI SALC OF Mipl

GELRSPORTETION, WARIHOUSE ~RD T CGRiR I 1 Ons)

66727
£0233
68734
68235
6126}
61782
§7282
63833
61052

TEeRICRBUS TRENSPORI ,

CINLREL VHOLL COUNTRY FREIGHT IRANSPORI

SEN(RAL LOCAL TREIGHT TRKNSPORT

GINCRAL LGCAL CERGO PICK-UP &KD DCLIVERY YRANSPGRI
IQUERD WATLR PASSEHGER TEAKSPORI

T4UAND WAILR FREIGHT TRANSPORI

LIRFLANE KENTAL WITH OPERATOR

GEERATION O FREIGHT TERMINAL EACILITIES

CROUKD HAMEGIMENT OF A{RPLANE

FINERCTRL STRVICES)

65923

LRENTING OF CONSURER CREDIT CERDS &MD TUNDS

QTHIR SLRCICES)

92133 VIRL BREADCASTING
.91 FUSEUN GALLERY &ND SCIENCE HALL OFTRETIGN
DURCE:  MIYISTRY OF ¥iXANCE
KOTE: UL 1S 2% APCREVIATION OF THE KOR[AN $TLNDERD

LS TR AL CUESSIE 1CETION.

REC STisDS (CR WOV CUSEVMIRE SPECICLED

6. () BEGIN AKNOTATED LIST Of U.S. “PRIORITY SECTORS™ FOR
FOREIGH INVESTHENT WITH DATE OF OPENING UNDCR MOf PLAN:

.S, IHVESTHERT PROPOSAL- CH { 1BERALIZATION OF {HDUSTRY SECTORS
AHD DISTRIBUTIOK

USG PRIORITY SECTORS:

DATE Of  KSIC CODE AMD SECTORS

OPERING

K/A { )} CABLE TELEVISION EQUIPHENT, SCRVICES AND
PROGREKHING

171796 81122  GROWING Of HORIIC&[]URA[ SPECIALITIES

11491 21118 PUBLISKIRG OF BOOKS. BROCHURES: MUSICAL BOJKS
AHD OTHER PUBLICAT!CNS

1/1/36 22198 OIGER PUBLISHING

1/9 22211 UPSED €.G., OFESET) PRINTING

N/A 24233 HENUFACTURE OF BIOLOGICAL PRODUCTS

/17357 51311 RETAIL SALE Of PHARMACEUT(CAL AMD KEBICAL €000S

171791 68233  GEMERAL WHOLE COUNTRY FREIGHT

V1/9T 66234 GEMERAL LOCAL FREIGHT (REKOVE CURRFNT CRITCRIA)

V1197 68235  GINERAL LOCAL CERGO PICK-UP &ND DELIVERY

1/1/94 68239 TROAGHT TRENSPORT BY POED: H.€.C.

R/A 63011 AR FRLICKT AND LAND TREIGHT RAKDLING

V791 €233 OPTEETION ©F FREIGHT TERMINAL FACILITIES

1/1/94 63635 SUFFORTIKG LEND TRANSFORY ACTIWINILS, K.T.C

171785 63851 OPLFETION OF KIR TLRMINAL TACILITIES

1/1481 63857 GRUND RANRGIRINT OF AIRPLAKLS

KA 63859 SUPPCRTING LIR TRANSPORT ACTIVETILS: K. €

/S5 CEST TRUICED TORVERDING (CUIRINATT LQUITY
BESTRICTICNS ARG PLCUHIRIHLNT TOR KORLAN CLO

V79Y (3380 TRUGCED SRQRTRAGE ARD ACTRCY

N/K (X293 SEEe ASD BIRLRATT BROVERAGT AND SIKILAR
SLEWES

N/B (e84 FRPeZED D200 ING, CRLTING, INSPECTION ARD
SIRIEY SRy

Thjrgs FIESS 0 CIEh Sl et B E O TRERSEORT, N L C



1/1/96 64128 COURLER BCUIVERIRL Lihibh sl hid 1N FOST
KCVIVITIES

NIk 64202 WIRCLESS MWHELLV AR 0 SErieeont

171494 €4283  UALUL ABULD Lot KLY (CRIGULR ARND
SIHILAR SYSTIN €LIRIREN v Hiviiss L&y
LCHHETARTION AND PROKICIT:Lh n 1 Uit aln LiR:GiRK]

(R

N/ 64209 10Lecons, K.L.C.
N/& 65199 OTRIR FIRANCHA wiiamic it o8 kil
TiINANCING)
171191 65323 GRARTING OF CUNTUNLE Chigii UELDS
N/A 65379 OTHIR CRIDY Liavienl, K1 C
W 65381 ULRTURE TUMD
KA 65997  STABLE-TUND ®ANELINI NI (Ui ARIES
UHUESTHONT ABYISORY SLEWICES)
H/A 65933 TRUSTS AND TRUST LN ENILS

H/A 67128  SECURITY CLLARIRL 1L11VITIES
LY 61281  IKSURANCE BROKLRAGE

K/A 11328 REHTING OF OCITCL Nila hiid sn) LEOTHINT
H/A 14992  CREDIT RATING SCRVICES
171784 14997  CLERICAL AGLKLY SLRVICES

W/ 88384  VOCATIONAL TReIRIKT SCEQOL
ERGLISH LARGUAGE TUELEIRG. L0 Giih /LI LLIRORICS
TRAINING}

171736 86385  PRELININARY TRAINIKG COURSLS
CHGL SR LARGUAGE TLACHING)

L 86363  ADULT AND OMKLK (LRCATION K.E.C.
f/a 31629 NHOK-MONCTARY 1iRAkLifl iRZIIIUTION CREDIT
FINAHCING)

OTHER POSSIBILITIES:

/4 22121 PUBLISHING Gf RTWSTAPLRS

N/& 20122 PUBLISHING Gf 1{110DICALS

111497 22019 COMMERCHAL FIANTING, R.E.C

H/A S1104  FOREIGK TRAGL LICRLIRAGE

R/ 67126  SECURITY DLALINT ALTIVITIES

K/A 14113 LUGAL SLRVICES

N/A 14171 CERVLELLD PULUGL £LUUNTERG SLRVICLS

171796 74177 TAXATIOR SLRVICES
T/A 74129 RO T D r R teG ner ST NG

/1795 743¢2 O i'(.ld.'{_ii - _‘" AWD AUDITING
NSA 74369 FOVERT I ST NG ARATION
171795 85111 - &,

OWNERSIH] 1=, . »CLJN]C
171795 85199 Ciloeo L M CEMENT
- L3l LAECKRATCORIES

171795 92112

LCTIVITIES

SLSovon LCVERTISING
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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.e.,
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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¢. Ixansfer Pricing

The receat move by the U.8. to ovarhaul its tax systewm
concerning transfer pricing between rolatcd companies

ig aited by many Korean anies as one of the wost k
serlous uncartaintfas of d busincgs in the VU.S. :
o It me make it claar that we bava no intention '

whatsoaver to oppose prevention of tazx-evasion -

exaecutaed through the manipulation of tranzferx ’

prices. : -

o But at the gsama time, we think it opportune for
the DEC to, seek to ramove those factorz which
could adversely affect Korean fnvestment in the
U.s.

o Review of whether the new transfer pricing
regulations and audit practices are consistent
with the OECD guidelines on transfer pricing
and related provisions of the Korea-U.S. tax
treaty will bo the most useful initial step for

‘ zaroing in on ' the problem.

Our most immediate concexan is sbout the *Tempor.

ary
Regulations Interpreting the Change in 8S8eation 482 of
the IRC". : .

o Tha Tamporary Regulations hava introduced new

rethods of calculating arm‘s-length pricas 13
| Comparable Profit Method (CPH) and Profit Split 5
Hethod (PSM).

' o These new methods are major deviations from the
existing methods which were recognized by the
OECD guidelines and adopted by other advanced
countries. &and yet, due to their administrative

ginplicity, thay stand a good chancs of being
salected es the bast methods. {“

o The difference batween the newly-adopted U.S.

0

1 !

DU I TN
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methods and tho exieting methods of othax
countries may incrgase the chances for double-
taxation and disputes between tax-authorities.

a The new methods tand to favor standardized
criteria and thus disragard the unique business
practicea and managament styles of foreign
countries. We are concerned that this may work as
another disadvantage to fareign companles.

The s80-called “earninge etripping® provisions
introduced through the Budget Reconciliation Act of
: 1989 have bean criticized by many foreign countries for
' not pecgessarily allowing the fanterest paid on arm's-
. length basix to be deducted from taxable incoma.

o] This 18 a major deviation from the intexrnatianally
accepted arms-length standard.

o Thie dealt a severe blow to U.S. subsidiaries of
. FKoxrean companies, which are usually required by
! U.S. banks to provide repayment guarantees isgsued
by their holding companies. 3¥Tet the interest
paid-for such loan arrangemente is not
guaranteed to be deductible from taxable incame.

Information requircments of the U.S. Tax Codes have
baocome 4nareasingly cosplex and burdensoms for foreign

companies. .

o The ROKG is especially conmcerned about the
requirement for . record-keaping, which may
extend offehore to foreign parent companies. As
a clear example of the extraterritorial
applicetion of U.8. requlations, this requirement
multiplies the complexity of deoing business ox
investing in the U.S. for foreign companies.

o The reporting reguirements under laws such as the

>6—,u7¢
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Cmnibus Budget Raconciliation et of 1990 apply
Tetroactively to 211 open tax years and to aﬁi
rccorde in existenge.at the time of the enactment
of the Act. “hese axtensive reporting
requirements are tylng up the hands of the
administrative staff of foreign-controlled
corporations in tha U.S. with excessiva paporwork.

Io Jesnuary 1993, the .U.8. government issued the
Proposed Ragulations under Code Sactions 6662 (e) and
(J), which will make the reporting rcquirements even
gtricter and riaise the penalties for failure to comply
with thesses new requiremoents.

o  The ROKG is of the view that these proposed
‘requlations should be discarded or at least
modified.

The tax audits pose sisable problems to foraign firms.

o) The average duration of euch audits is wore than
two years, but ome company xaports that an audit
originally launched in 1882 is still in the
pipellne.

M =21

o We are also concorngd about the statistics which
indicate that the incidenca of tax audits is much
higher than the ‘average for foreign-controlled
corporations.

Y
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Competition Policy Issues
Issue

American firms have complained that Korean Fair Trade Commission
(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 timeframe 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 1licensing 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 1law 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.
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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 certain 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. 1In 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’sS responses to our guestions 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.



oct 14 ’93 19:3¢ USEME ECON 7221429 P.2

IR
o 1

[ il il
i |
i

Réﬁgponse' tolii:' )

)
i]h

i

I

i
Sy
4

8D 1QUpREions Posed by The Korean Government as Part of the

U‘.;S.;-Korea '| ‘i ABgyer for Economic Cooperation (DEC)

Q}d . The r”ﬁ ; tlilprovisions of the U.S. laws and regulations
g regar_ﬁ : fnistrative reviews of antidumping orders.
R

A Admini§” ':;~; reviews of antidumping duties orders are

.conduct@dl inilapcordance with section 751 of the Tariff Act of
{1930, asiapbrded (the Act). (19 U.S.C. § 1675). The relevant
5 !regglahﬁ bl pprtaining specifically to AD administrative
” grevxewﬂ! A9l C.F-R. § 353.22. (Copies attached).

v | Lk

Q2 The usrﬁ;!q! l j rame for administrative review (including when

roooit staf“, ;7'{"tion, etc.)
‘.! ; .' l:! i

A.ll Under =1 ﬁﬂﬁﬁ353.22 of the Department’s regulations, each
| 'year d J| the anniversary month of the publication of the

1 order ﬁ;ested party may request that the Department
; iconduc ghinistrative review. Not later than 15 days
i lafter th pnndpersary month, if an administrative review is
; requesﬁﬁ w-jé$'epartment will publish in the Federal Register
| @ notice afilipitiation. It is the policy of the Department to
l comple Bl keviews within a twelve month period. However,
! the contin “g@ﬂacklog from the 1980‘s and the large influx of
‘ jsteel ‘ i_&Wently has somewhat hampered these efforts. We
| |do not | inlpormation on the average time between initiation
| Iand co ﬂ;ﬁiof:reviews.
Al

HEITH
| |¢

Q3 jppssible to seek compensation for damages caused
. 5ildn administrative reviews.
ALl ovision under the U.S. trade law to seek

Aqmlfitor . damages caused by the delays in
tlveiireviews. We note that if a review indicates

POS1Es exceed the margin of dumping, the difference
';”g§h interest.

Di§l government has any plan to address the delays
trarive reviews.

eénkihas made significant strides in reducing the
;administrative reviews which built up over the

| 1980’s.|

I _H?ﬁ'“ifntly, due to the influx of steel cases the
1 backlo?mn jiadalin been growing, but we hope to have this under
|: controlijmoen:|ii The goal of the Department is to eventually
|- eliminatelghelBacklog altogether.

| T
‘ i }
I
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@Ilff.S. government has any plans to introduce

Plans, at this time, to introduce legislation
I'sunset provision" in the law. However, the
| revoke an order with respect to a particular
that producer has sold the subject merchandise in
stafes at not less than fair value for a period of

Be consecutive years. Also, if no interested
tgHested a review for five years and no parties
iDelartment may revoke an order. Finally, an order
i{fpvoked if the International Trade Commission
that no material injury or threat of material or
afdation of the establishment of an industry would
r@yocation of the order.




sension of

mated av.
t value of
s price of
t ad valo-

IN .~

of a man.
of an af.

linistering

imount by
erchandise
s price of

r by name
nng deter-
ssued as a
tion.

>f a manu.
:t of an af-

*is =t of
nir ng
e .mi-
an amount
he foreign

group ex-
‘handise in

“er are not
1g determi-
issued as a
1ation.

“ghort life
~ommission
i years, by
is commer-
. term “out-
state-of-the-

X1) (B) and
bed in sub-
., 1980, and
e and Com-
ng determ-
made sfter
ent of such
le merchan-
ne affirma-
:ategory for

. irer which was made on the date on which the

latest; determinations was made. :
(Zfs ' miative dumping determination that— -
£l I | ibed in subsection (bX2XA) and was made
before Jdapary 1, 1981, or
{1j¢B)(148 {dgscribed in ‘subsection (bX2XB) and was made
‘hefpre Jdnhary 1, 1985,
maylifiell [takémy into account under this section or section
T3EN I aad © |
3. Admjnistrative Review of Antidumping and Countervailing
g P Duties
Subtit]p!idtl mi VII (Sections 751, 761, and 762) of the Tariff
Mt Wi Act of 1930, as amended -
S.GlHETBIE.L|TE-361, as mended by P.L. 96-39, P.L. 98-573 and P.L. 100-
i o |
: CHAPTER OF AMOUNT OF DUTY AND AGREEMENTS OTHER
T ] iH A TATIVE RESTRICTION AGREEMENTS
i pi1y '
' SEC. 751. APMENISTRATIVE REVIEW OF DETERMINATIONS.
© (a) PERIOMO REVAEW OF AMOUNT oF Dury.— '

(Ell)ﬁlr ) (GENERAL —AL least once during each 12-month period
beginnifiglioniithe anniversary of the date of publication of a
countérvajling duty order under this title or under section 303
of thiig|iA¢t. dni antidumping duty order under this title or a
finding|uhideri!the Antidumping Act, 1921, or a notice of the
suspensiply'qfidn investigation, the administering authority, if

equedt sfich a review has been received and after publi-

ich review in the Federal Register, shall—

and determine the amount of any net subsidy,

evigy, and determine (in accordance with paragraph
ambunt of any antidumping duty, and

the current status of, and compliance with,

atrpent by reason of which an investigation was
ed.land review the amount of any net subsidy or

les at less than fair value involved in the
h the results of such review, together with

fp: ity to be assessed, estimated duty to be deposit-

afion to be resumed in the Federal Register.

NATION OF ANTIDUMPING DUTIES.—For the pur-

h (1XB), the administering au@hority shall de-

pnekeli L4 L
T(.— 1 ,i‘ | Lwign market value and United States price of

Al
ol ';Ih such entry exceeds the United States price of

or merchandise subject to the antidumping
d included within that determination, an
ount, if any, by which the foreign market

iring authority, without revealing confidential in-

publish notice of the results of the determina-

i Jdmping duties in the Federal Register, and that
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bn entries of the merchandise included within
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and for deposits of estimated duties.
al NFORMATION OR REQUEST.—

AL.—Whenever the administering authorxty or
a request

eement described in
an a quantitative re-

T ),Q 735(b), 762(aXl), or 762(aX2), which shows

. k nces sufficient to warrant a review of such
E shall conduct such a review after publishing
iew in the Federal Register. In reviewing its
* der section 704(hX2) or 734(h)(2) the Commis-
ler whether, in the light of changed circum-

! lé< ment accepted under section 704(c) or 734(c)
¢ 'F}haate completely the injurious effects.of im-

¢handise. During an investigation by the Com-
rty seeking revocation of an antidumping or
g duty order shall have the burden of persuasion
hether there are changed circumstances suffi-

revocation of the antidumping or countervail-

ON PERIOD FOR REVIEW —In the absence of

a1 mstermg authorlty may not review a deter-
upder section 705(a) or 735(a), or a suspension of
' on suspended under section 704 or 734,

3 after the date of publication of notice of
or suspension.
OUNTERVAILING DUTY ORDER OR ANTIDUMP-
'he administering authority may revoke, in
countervailing duty order or an antidumping

' dut orde erTjinate a suspended investigation, after review
under th;s ‘-» e administering authority shall not revoke, in
1l whole or chuntervailing duty order or terminate a sus-
| pended invest 1 tion jon the basis of any export taxes, duties, or
I other charge 11 ey 1 adiion the export of the merchandise to the
- United States ifidally intended to offset the subsidy received.
I Any such rev f(q ar termination shall apply with respect to un-
1: liquidated en? pg éﬁ merchandise entered, or withdrawn from
|- warehouse,| [pﬂ u pption on and after a date determined by the
. admmlsten;q oTity-
~ (d) Heaxg enever the admmlstermg authority or the
Commissiop!:capducts Iz review under this section it shall, upon the

5 d party, hold a hearing in accordance with
@ction with that review.

u | THAT Basis For SusPENsioN No LONGER
mpmatxon of the Commission under the last
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il \il\* an

1 gklinot accepted, beginning on the date of publication of the
isgidn’s determination, and the administering authority and
armjmjission shall proceed, under section 704(i) or 784(i), as if
e¢ment had been violated on that date, except that no duty
der larjylorder subsequently issued shall be assessed on merchan-
lisd’ |entpred, or withdrawn from warehouse, for consumption

‘ Lthiati date. :

116}l -orggcTION OF MINISTERIAL ERRORS.—The administering au-
thopity 'shall establish procedures for the correction of ministerial
erwaryiin determinations within a reasonable time after the
determingtions are issued under this section. Such procedures shall
énsirg opppriunity for interested parties to present their views re-
garding ‘any such errors. As used in this subsection, the term “min-

lefror” includes errors in addition, subtraction, or other
etic: function, clerical errors resulting from inaccurate copy-
duplicdtion, or the like, and any other :.{vpe of unintentional
: whichithe administering authority considers ministerial.

TRR NSULTATIONS AND DETERMINATIONS REGARDING
1l (4 1l ‘QUANTITATIVE RESTRICTION AGREEMENTS

SECi76 | REQIIRED CONSULTATIONS.

A (BHIAGRETMENTS IN RESPONSE TO SUBSIDIES.—Within 90 days after

the |'adminigtering authority accepts a quantitative restriction
radment iinder section 704(aX2) or (cX38), the President shall enter
intp!topspltations with the government that is party to the agree-

$ifor pla of— :
11101} elizpinating the subsidy completely, or o
i' (21 rpducing the net subsidy to a level that eliminates com-
\, alyt the igjurious effect of exports to the United States of
| ClEie 15e. ’ :
: IDIFICATION OF AGREEMENTS ON Basis o CONSULTATIONS.—
liregtion of the President, the administering authority shall
odify p!e titative restriction agreement as a result of consulta-
tigr 8 terediinto under subsection (a).
{cii8pecidY. RULE REGARDING AGREEMENTS UNDER SECTION
T04¢cf3Y+~This chapter shall cease to apply to a quantitative re-
strjetiog; agrdement described in section 704(cX3) at such time as

that agreament ceases to have force and effect under section 704(f)
or iglation ig found under section 704(i).
( ‘L‘ie E.QUIRED DETERMINATIONS.
(2) doy [(reERAL—Before the expiration date, if any, of a quanti-
i ction agreement accepted under section T04(aX2) or

E‘ « } pension of the related investigation is still in
|

.
]

hé! hdministering authority shall, at the direction of the
ge

ent) initiate a proceeding to determine whether any sub-
sihefng provided with respect to the merchandise subject

‘agreement and, if being so provided, the net subsidy;

Wil ‘x 3te administering authority initiates a proceeding
1% ri p aph (1), the Commission shall determine whether
;40fl the merchandise of the kind subject to the agree-
W { upon termination of the agreement, materially

o ;ﬂb" i ;_:‘.,.“':1 . N ,!3: 6 ‘ o ', -y - ,-.;'. o
o3 5 !@&E‘x?ﬁ?‘-w:‘fﬁﬁ"ﬁ Laten; y
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(b) For each 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 antidump-
ing duties equal to the amount of the
estimated welghted-a.vcrage dumping
margin stated in the Secretary's final
determination;

(c) 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 dumping in
the investigation; and

(d) Orders the suspension of liquida-
tion ended for all entries of the mer-
chandise entered, or withdrawn from
warehouse, for consumption before
the date of publication of the Commis-
sion’s final determination, and in-
structs the Customs Service to release
the cash deposit or bond on those en-
tries, if in its final determination, the
Commission found a threat of materi-
al injury or material retardation of
the establishment of an industry.
unless the Commission in its final de-
termination also found that, absent
the suspension of liquidation ordered
under § 353.15(a), it would have found
material injury.

§353.22 Administrative review of orders
and suspension agreements.

(a) Request Jfor Administrative
Review, Withdrawal of Request for
Review. (1) Each year during the anni-
versary month of the publication of an
order (the calendar month in which
the anniversary of the date of publica-
tion of the order or finding occurs), an
interested party. as defined in pars-
graph (kX2), (k)}3), (k)4), (k)X5), or
(K)(6) of §353.2, may request in writ-
ing that the Secretary conduct an ad-
ministrative review of specified indi-
vidual producers or resellers covered
by an order, if the requesting person
states why the person desires the Sec-
retary to review those particular pro-
ducers or resellers.

(2) During the same month, a pro-
ducer or reseller covered by an order
may request in writing that the Secre-
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§353.22

initiative when appropriate, the Secre-
tary will:

(1) 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 than 30 days
after the date of publication of the
notice of initiation, send to appropri-
ate Interested parties or a sample of
interested parties questionnaires re-
questing factual information for the
review;

(3) Conduct, if appropriate, a verifi.
cation under § 3563.36;

(4) Issue preliminary results of
review, based on the available infor-
mation, that include:.

) The factual and legal conclusions
on which the preliminary results are
based;

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

(ii1) For an agreement, the Secre-
tary's preliminary conclusions with re-
spect to the status of, and compliance
with, the agreement;

(5) Publish in the FEDERAL REGISTER
notice of “Preliminary Results of Anti-
dumping Duty Administrative
Review,” including the weighted-aver-
age dumping margins, if any, and an
invitation for argument consistent
with § 3563.38, and notify all parties to
the proceeding;

(6) Promptly after issuing the pre-
liminary results, provide to partles to
the proceeding which request disclo-
sure a further explanation of the cal-
culation methodology used in reaching
the preliminary results;

('7) Not later than 365 days after the
anniversary month, issue final results
of review that include:
~({) The factual and legal conclusions

on which the final results are based;

(i1) The weighted-average dumping
margin, if any, during the period ot
review for each person reviewed, and

dil) For an agreement, the Secre-
tary’'s conclusions with respect to the
status of, and complance with, the
agreement;

(8) Publish {n the FEDERAL REGISTER
notice of “Final Results of Antidump-
ing Duty Administrative Review,” in-
cluding the weighted-average dumping

161
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-to warrant a review exist, the Secre.
tary will:

(1) Publish in the FepEraL REGISTER
notice of ‘“‘Initiation of Changed Cir.
cumstances Antidumping Duty Admin.
istrative Review;”

(i) If necessary, send to appropriate
interested parties, or a sample of inter.
ested parties, Questionnaires request-
ing factual {nformation for the review:;

(111) Conduct, if appropriate, a verifi-
cation under § 353.38;

(tv) 1Issue preliminary results of
review based on the avaflable informa-
tion that include the factual and lega]
conclusions on which the preliminary
results are based and any action the
Secretary proposes based on the pre-
liminary results:

(v) Publish in the Frpzrar RECISTER
notice of “Preliminary Results of
Changed Circumstances Antidumping
Duty Administrative Review,” includ-
ing an invitation for argument consist-
ent with § 353.38:

(vi) Notify all parties to the proceed-
ing of the preliminary results:

(vil) Promptly after issuing the pre-
liminary results, provide to parties to
the proceeding which request disclo-
sure a further explansation of the pre-
liminary results; _

(vili) Not later than 270 days after
the date of the Secretary’s initiation
of the review, issue final results of
review that include the factual and
legal conclusions on which the final
results are based and any action, in-
cluding action under paragraph (c)®)
of this section and §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
Circumstances Antidumping Duty Ad-
ministrative Review:”

(x) Notity all parties to the proceed-
ing; and .

(xi) Promptly after issuing the final
results, provide to parties to the pro-
ceeding which request disclosure a fur-
ther explanation of the final results.

(2) Changed circumstances reviews
may be requested at any time, inélud-
ing periods other than anniversary
months.

(3) The Secretary will not initiate an
administrative review under para-
graph (1) of this section before the end
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umping Duty Administrative
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tion for argument consistent with
$353.38, and notify all parties to the
proceeding;

(i) Instruct the Customs Service to
accept, in lieu of the cash deposit of
estimated antidumping duties under
§ 353.21(b), a bond for each entry of
the merchandise entered, or with-
drawn from warehoguse, for consump-
tion on or after the date of publication
of the notice of initiation and through
the date not later than 90 days after
the date of publication of the order;

if) Conduct a verification under
§ 353.36;

(v) Provide to parties to the pro-
ceeding which request disclosure an
explanation of the calculation meth-
odology used for the Secretary’s anal-
ysis;

(v) Issue final results of review that
include:

(A) The factual and legal conclu-
glons on which the fina}l results are
based; and

(B) The weighted-average dumping
margin, if any, during the period of
review for each person reviewed:;

(vi) Publish in the FEDERAL REGISTER
notice of “Final Results of Expedited
Antidumping Duty Administrative
Review,” including the weighted-aver-
age dumping margins, if any, and
notify all parties to the proceeding;

(vil) Promptly after issuing the final
results, provide to parties to the pro-
ceeding which request disclosure an
explanation of the calculation meth-
odology used for the Secretary’s anal-

ysis; and

(viil) Promptly after publication of
the notice of final results, Instruct the
Customs Service to assess antidumping
duties on the merchandise described in
paragraph (g)(1) of this section and to
collect a cash deposit of estimated
antidumping duties on future entries.

(54 FR 12769, Mar. 28, 1989; 5¢ FR 13294,
Mar, 31. 1989.

£363.28 Provisional measures deposit cap.

This section applies to the merchan-
dise entered, or withdrawn from ware- -
house, for consumption before the
date of publication of the Commis-
sion’s notice of affirmative final deter-
mination. If the cash deposit or bond
required under the Secretary’s affirm-
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3. RAnti-dumping Inveetigatlon

Problems of anti-dumping investigation system

(o}

Since the late 1970's, various Korean products
have bean subject to U.S. anti~dumping measures.
In the 199Q's, Xorea's major exports such as
stainless steel pipa, DRAM semiconductors and
steel productg have been the main targetes Only a
faw months ago, there were press roports that the
U.S. automobile Iindustry is considering filing a
petition for anti—-dmmping investigation agalnst
Forean cars, anothar wmajor export item of Korea.

Anti-dumping investigations and imposition of

anti-~dumping mnasures hava a saerious, disruptive

effect on trade.

- A dacision to gtart an investigation itsaelf

. can_be a.blow to the target company.

Uncertainties over the future may cauea an
abrupt decline in purchase orders, and the
dafending companv mav voluntarily restrain

it

t
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anti—-dumping investigation 18 often abuced ag
a legal and administrative barrier to trade.

- Critics point cut that the investigations
have often been conducted in an arbitrary and
unfair manner; and that the implementation of
the anti-dumping measures does not reflact
the interests of the defending companies in a
balanced way.

o Specific problems concerming U.S. anti-dumping
investigations are well-documented.

A very pralimi:xu\:{_ survey of a few Korean companies
which have recently been subject to U.S. anti—dumping
investigation confirms the existence of these problems.

o Arbitrarily high minimum rates of profit and
general expenses were applied in assesaing the
fair market valua of Koreen steel products.

o The scope of the semiconductors subject to anti-
dumping measures ware expandad to include eo-
: called later genaration products which have yet to
l be produced. .

o Dumping mergins for gemiconductors and steel
products were revised again even after the final
detarmination had been made.

o) Coloxr TV‘s bave heen subject to anti-dumping
measures for more than ten years even though the
dumping wargin is minimal and therae is no
substantial domestic production.

L)
11
1l

-
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(Conaral prublome of the V.8. aonti-dumping systam)

Q Procoedural problems -
- Arbjtrary determination of status and
initiation of investigation without
sufficient evidance

- Requireinent of excessive amount of
information in a very short period of time

- Frequeunt use of Best Information Avallable
(BIA) ' ) :

! ) Problems in the calculatiocon of dumping margin
i - 'Disregard for negative dumping

- Exclusion of sales below cost in asseasing
fair market value

- Arbltrary minimum rates for calculating
constructed valug-

1
|
‘ - Lack of symmatrical price adjustments

- Lack of appropriate adjustment for exchapge
rate fluctuations.

o) Problems in the impogition of duties

- Fon-traneparancy in applying anti-
circumvention measures

apy

- Unjust expansion of the scope of the products
subject to enti-domping duties

- Lack of Sunset Clavsa and delay of anomal i
raview o ;

’
v
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Dircunging tha nntl—dum;__)h:q invontigations at thbe DxC

o Anti-dumping inveatigations have a soricus
negative impact on avarall Xorea-U.§. economic
relaticons as wall as bilateral trada.

Wa hope to diecuse the procedures and policies of our
two countries regarding anti-dumping investigations,
espacially the problems identified in the course of
U.56. anti-dumping investigations of Korean products,
end ways to Iimprove theom.

N

g tg
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itjonal Commopts ond Questions on U.§, Antidumping Measuyes

In the corments on U.S. antidumping mgasures which were
delivered in writing to the U.8. eide during the first DEC meeting,
the Korean s8ide pointed out several problems which foreign
companies, including Eorean companies, face in connection with the
imposition of antidumping dutfes. We would like to further

elaborate on ona of these problems--namely, the delay of
administrative raviaw. )

Under U.5. law, antidumping duties ara finaliged on the basis
of the dumping margin of the product actually imported. Fox thise
purxpose, the Department of Commerce conducts annual administrative
revigws of cutstanding antidumping orders.

The administrative reviews are often delayed for a substantial
period of tima, In eome casas up to several years. Thege delays
add to the uncertainties of trade as well as to the financial and
adminietrative burdens of tho deéfending company. It also delays
the refund process of antidumping duties.

In addition, since the 0.8. antidumping law lacks a “sunset"
clause such as those provided by the E.C., Australia and Canads,
tha delays in adminiatrativa.  reviews have a more sarious
implication. Under the U.S. lav, dumping orders can be lifted when
dumping below de minimfs level.of 0.5 paroent has been found for
three consecutive yearm. Howevaer;- the delays in adminigtrative

reviews hinder defending companies from taking full advantage of
this provision.

The annual review of antidumpling orders on Korean colox
televisions is a case in paint. It was on September 20, 1993 that
thae Departument of Commarce- asnaunced tha final results of its
edministrative reviaw of antidumping orders on EKorean color
televisions for the pariod from April 1, 1990 through HMarcbh 31,
1991. But tha pDepartment of Commerce has yet to publish the final
regults of Sts administrative review for the praceding two years
from April 1, 1988 through ¥arch 31, 1990.

Tha case of Korean color televisions also illustrates the
reduced effectivences of the revocation provisions due to excaessive
delays in annual roviews. The dumping margins on color taelsvisions
manufactured by Samsung EBlacdtxronice Co. were found to be below the
de minimis level for two congecutive years (from April 1, 1986
through March 31, 1988). But because tha Departmont of Commerce
did not publish the fingl result of ite administxative review for
the following year (from- April 1988 to March 1989) as explained
above, the company hiad to respond to administrative reviews for the
ensuing years from April 1989 to Harch 31, 1989 and again for the
period from April 1990 to March 31, 1991. It should be noted that
the dumping maxglin on Samsung's,color televisions for the period
from April 1, 1990 to March 31, 1991 wae found to be below the de
mininis level. T T T ST
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In this regard, we would like to know the followings

1. the relevant provisjone 9f the U.8. laws and regulations
ragarding adminstrative review of antidumping orders

2. the usual timeframe for administrative review (including when it
starte, duration, etc.)

3. vwhether it is poesible to seek compensation for damages causad
by the delays In administrative revisve

4. vhether the U.S. Government hae’ any plan to address the dalays
in adminstrative reviews

5. whether the U.6. Govarnment has. any plan to introduce “sunset”
clauses )

P. 07
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U.S. - KOREA DIALOGUE FOR ECONOMIC COOPERATION

Isgue: Customs and Import Clearance

: The USG wishes to expedite release of
merchandise imported into Korea. There are several specific
goals, namely:

1. increase pre-arrival processing and clearance

2. improve coordination between agencies

3. create a Trade Ombudsnan position to hear and resolve
complaints about import clearance procedures

Korean oObdiectives: Korea has established many import clearance
procedures that serve as trade barriers. Delays in release of
cargo and uncertainty of admissability are used to impede
shipments that compete with Korean products.

Background: Delays in the release of merchandise imported into
Korea impose an economic hardship on U.S. exporters. Several
agencies (Customs, MAFF, MOHSA, etc.) have authority to control
the clearance of cargo at the time of importation, but, they do
little to coordinate their clearance procedures. There is no
place an importer can go to resolve ongoing or interagency
problems. The USG has encouraged the ROKG to establish a
mechanism for resolving problems and disputes before they are
raised to the diplomatic level. Under the previous U.S.
administration, U.S. Customs established a Trade Ombudsman
position with responsibility to listen to the trade community and
resolve it's problems. The Ombudasman is a political appointee
vho has no predisposition to assume that the government is always
correct. Note, however, that the U.8. Customs Ombudsman does not
have authority in other USG agencies. But, the interagency
problems experienced in Korea do not exist in the U.8. becausge
there is excellent interagency cooperation in the U.S. and other
USG agencies have delegated many of their functions to USCS.

Ialking Points:

B Cargo moves by ailr 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 possession of his goods.

B Free trade must be fair trade. Procedural barriers act to
diminish the value of imported goods.

B Import clearance procedures are judged, not by the speed of
clearance by any one government agency, but by the total elapse
time from arrival of the goods until they are released to the
importer.

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

Prepared by U.S8. Customs Service October 7, 1993

.04
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U.8. - KOREA DIALOGUE FOR BCONOMIC COOPERATION

KOREAN ISSUE: Customs User Fee (Merchandise Processing Fee)

A) The MPF collected by the U.S. Customs Service is a
barrier to trade.

B) The MPF fee structure is inconsistent with relevant
General Agreement on Tariffs and Trade (GATT)
provisions.

KOREAN OBJECTIVE:

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

BACKGROUND:

Effectiva December 1, 1986, the U.S. Customs Bervice, under the
authority of 19 U.S5. Code 58c, was given the authority to collect
a merchandise processing fee (MPF) from importers.

The purpose of collecting this fee is to offset that part of the
Commercial Operations budget of the U.S. Customs Service that is
related to the cost of processing the imports for which the fee
is imposed. Commercial Operations is responsible for assessing
and collecting duties on merchandise imported into the United
S8tates.

Inporters pay this fee at the time of entry. The fee varies,
within certain mininum and maximum amounts, depending on the type
of entry filed with U.S. Customs and the value of the imported
goods.

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

TALKING POINTS:

@ The MPF is not a barrier to trade. 1t is a means of financing
certain operational costs allowing U.S. Customs to be cne of
the most efficient, cost effective customs services in the
world.
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The MPF offgsets part of the operational costs of the U.S.
Customs Service's application of its entry and clearance
procedures with respect to the goods for which it is
collected. The MPF actually facilitates trade by providing
ample U.S. Customs labor and capital resources used in its
processing and clearing of imported merchandise.

In 1991, the U.8. Customs Service modified its MPF fee
structure in response to a GATT panel's finding that aspects
of the ad valorem MPF were inconsistent with certain U.sS.
international obligations.

.03

U.S. Customs modified the MPF fee structure to include minimum
and maximum charges per formal entry, and has discontinued its

use of commercial cost estimates deemed inappropriate by the
GATT panel. Additionally, to the extent presently feasible,
U.8. Customs has restricted the use of fees collected to the
processing of the imports for which they were collected.

To ensure the MPF is fairly and equitably charged, U.S.
Customs is moving towards developing a cost-based accounting
system that would more accurately calculate labor costs paid
from MPF revenues. Like the system now in place this system
would be consistent with both GATT provisions and generally
acceptad accounting principles.

prepared by:
U.S. Customs Service
Octcber 8, 1993
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U.S5. = 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 Objectives:

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, QObjectives:

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 Novenber.

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
:or the Establlsnmegt of the Joint Committee on Industrial and
o Coopera the Minist de, Indust

d e Republic o rea and the Depart Commerce, t
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.qg.,
IPR protection (laws and enforcement), protection of investment,
and deregulation of investment rules.

Talking Pojints:

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 nade 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 nocessity to discuas mduatrial cooperation at the
DEC

o Enhancing industrial cooperation 1is cantral to
achieving an expanded economic partnershlp, which
is tho primary purpose of the DEC.

- The complementarily of the industrial
structurag of our two nationa can basdt be
utilizad to the banafits of Doth countries
through the exchange of information, joint
vaentuxes and transfer of technology-

- Industrial cooperation is a combination of
all thagse mutually beneficial exchanges
bstwean the private sactors of our two
acononies, 'and as such is expected to enhance
the international competitiveness of both
countries.

o Mr. Kim Chulsu, Minister of Trade, Industry and

Energy, madé & propesal to tho U.S. government for
enhanced- industrial cooperation during his vigit
to the United States last April. We understand
that the U.S. govarnment hag been raviewing the
proposal and will soon convey the reesults to our
glide.

o} At the DEC, wae hope to egtablish a framework for
expanding bilateral indusatrial cooperation.

- We may also consider establishing a joint
camittee composed of representatives of both
“the-government and private sector, in orxder
to develop concrate programs for cooperation.

Explanation of Korea's imparation for expanded Korea-~
U.5. {ndustrial cooperation.

.8 _{7
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Our original "plan was to create a Korea-U.S. Joint

FROM: WOTHUODM 13 1-048 P.uv
£

Fund for industrial cooperation. .But {n

congideration of budgetary problems in the U.s.,
we have changed the plan and ctarted to raise the
funds independently.

-—

Wa plan to 4gtabligh a Pund of USS$20 million
by 1997, with contributions from both the
governmant and private eoctor. Wo have

already scoured US§4.3 million, including
ussl 1lion from the 1994 government budget.

We are .qlso‘wprkix_\ on the establishment of the
Korea-U.8.. Industrial Cooperation Foundation.

1)

2)

3)

The Foundation will have the authority to
manage the Fund. EBstablishmont of the
Foundation-is now belng arranged by the
Pederation of Korman Industries, one of the
major contributors to the Fund.

As 80on as the detajils of tha FYund and
operation plan are determined, we plan to
implemeiit the following programs:

Financial support for feasibility studies and
drafting of businegs plena for individual
Kor¢a-U.S. joint projects, such as joint
production, technology tie-ups and joint
venturags in third countrias, with a
particular emphasis on high-tech fields.

Financial support for holding U.S.-Korea
tochno~marts, symposiums and business
consultations between the lodustries of our
two countries.

_Eichangwe of personnel between U.S. and Koream

Yusinessas. .

The Korgan government plans to build Free
Investuwent Zones (FIZ). .

-
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- In orxrder to encourage foxelign fnvestment {5
high—tech industries, the governmant plann o
‘build two FIZ's in the Saoul motropolitan
arsa.

- Foreign investars in the FIg will be granted
a number of benefits, including easfer land
acquisition, estreamlined procedures for
investment approval and factoxry construction
and grestexr access to off-shore financing.

- The, totdl cost of building the FIZ'es 1is
estimated at US$100 million.

We ask the USd's agtive cooperation in Korea-U.S.
industrial cooperation.

o

We ask the U.S. governmant to positively consider
participating in tho coreation of the Fund and to
provide cooparation for the projects to be carried
out by the Foundation.

g P

bl =g $—ih st




SEP-29-93 WED 11:57 KOREAN 1B ECO SECTION FaX NO. 2023810407 P. uq

SEP 28 °*93 18:91 10: 2022970535 . ) FROM:WOTHMUCOM 83 1-040 .93

' Promotion of Joint Ventuges in Third Countries

Af U.8. compoanies increapingly shift their focus to the
dynamic Asia-Pacific rogion, Korea ie amerging as a nation with
much to offer as a potential partner for American business.

Geographically, Eorea is stratagically-located at the hub of
Northeast 2gia. It enjoye amitable diplomatic relations with -all
) major countries in the region, inoluding China and Russia.
: Cultural fam{liarity affords Korean companles a valuable edge in
) adapting to local conditiona.

Korea also possesses the kind of administrative exparienca
and technical know-how which'is most welcome in these neighboring
giants. Strong exports of Korean capital and intexmediate goods
to Southeast Asla and China suggest that Korea's medium-leval
tachnology i already proving easily applicable in developing
countriaes. Finally, Korea's manufacturing capabilities,
supported by a skilled, highly-educated and cost-efficient labor
foxce, can guccassfully complement tha advanced technology as
well as financing and marketing abilities of UW.S. firms.

PUPLLT T

Third-country joint ventures constitute a wviable arrangement
for taking full advantage of the complementary potentials of our
two countries. Particularly {m the areas of construction,
development of natural rescurces,; manufacturing of eophistocated
machinery and parts and the marksting/disrribution bueinesses, !
Korea provides an ideal reqional center for future Asia-wide :
operations of American businesses. '

This igsue was tabled several timas at the Econamic Sub- ;
Cabinet mootings of the past. Discussion at these meetings was )
less than conduclive to concrete results, due in no small part to
Xorea's lukewarm cammitment to take necessary meagures to Ilmprove
ite businees environment. But with Xorea's recent dxive to
upgrade its investwment and business climate in alose cooperation
with the U.S., the obstacles to third-country joint venturaes are
rapidly being dismantled. We baligve that these reforms are
creating s most favorable environment for our countries' {
cooperation {n this area. : e

Third-country joint ventures should be initiated by private
bucineasas, but governmants can aleo play an active role by
providing relevant information and improving institutional
facilitias for guch ventures. We would like to diecuss the
promotion of third-country joint ventures a8 a sub-item of
industrial cooperation, which wo proposed to discuss at the DEC
as a way to enhance economic cooperation between our two
countries.

o

ZLg}fg?.“



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 1is preparing to lead an interagency team ko Seoul
November 18-19, 1993.

The foundation sought by Korea is based a U.S5.-Isrtael
foundation which provides partial funding for joint research
projects by U.S. and Israeli firms. Funding (USD 30 million
each) proposed by Korea 1is 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.



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:0ES/SCP:JRichardson
10/6/93 SESCTB 6449



SEP-29293 WED 11:5% KOREAN EMB ECO SECTION FAX N0, 20238 (0402 ole

StP 20 93 18:38  T0:2@emE370595 FROM: MOIMUCOM 413 -= T-048 £.09

2. Bcisnce nrid'zléchnolm Saemmt_ioﬁ

Discussion of science and tochnology c00p0ration at the
DEC

o The Agreement on Science and Technology
.Cooperation (6TA) went into affect on July 29. ¥a !
understand that discussions on establishing a '

: Joint Committee.on Boiance and Technolaqy as set ]

1 forth in the agreement have since been under way e

betwean thé¢ relevant authorities of the two |
countries.’ .
. |

o Through the DEC, wo want to give a jump start to |

the work of the ‘Joint Comuittee and discuse ways :

to enhance gcience and technology cooperatfion :
until the Committee ie formed and bagins

operation.

Establishment oI the Joint Cormittee and timing of the
first sesslon

o ¥e hoﬁe to hold tha first meeting of the Joint
Committéee at the aearliest date possible.

- Thexe hag been no laegal basis for Korea-U.S.
science and technology coopaxation for about
four years since the old agreement expired in
Octobsr 1988. It was only aboubt two months
ago that the new agreement entered into
force. It ig with thie sense of urgency that
we wish to renaw ocur science and technolagy
cooparation, including the variousg programs

envigaged by the Agreement, &8 scon &8s
posgible.
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3. Mutua] Exemption of Bocisl Zocurity Tax

Korean citizens toamporarlly staying in tha Uafted
8tates to work for U.S8. branches or subsidiaricc of
Rorean campanies zmust pay Social Security Payroll Tax
(88PT) under tde pruvisions of rederxral Insurance

Cont tion Act (FICA), while at the same time paying
dues to the Korean govermxwat in accordance with
Kor¢a's Naticnal Pension.Aot.

According to the U.S. system, they must pay Hocial
Security Payroll Tax for at least 10 years to raveiva

LUl

benefits. But foreigners working on a short-torm basis

in the U.§. are algo obliged to pay the tax, aeven
though it is not evident that they will enjoy the
bonofits.

8ince an employor muet share 50t of the tax, it has
became a financial burden upon tha company as well as

the employeos who ara. saddled with add{tiounal income
tax.

On¢ way to golve this prodblem is to conclude a social
saequrity agreamant, granting an exemption fram the
§5PT to the citixens of one contracting party staying
in the other contracting party on a temporary basis.

o Tho United States has already signed a similar
agreemont with 14 nations, including Austxria,
Belgium, Italy and the U.K.

by
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U.S.-Korea Dialogue for Economic Cooperation

L.abor/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 1is
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.




The relative militancy of Korean labor is compounded by the
country's dispute resolution system, which authorizes
semiautonomous labor commissions under the Ministry of Labor to
start conciliation and mediation of labor disputes after, but
not before, negotialions 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
both.

While it consistently points out that OPIC's 1991 decision to
suspend further activities 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. 1In 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:

0 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.

0 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.



_3-

O We would welcome a further discussion of this issue either
in our working-level session or though our embassies.

(If raised)

0 While we are willing to discuss the general issues related
to OPIC's decision to suspend its programs in Korea, the

DEC 1s not an appropriate forum for discussing Korea's
reinstatement.

0 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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Ceooperation on Labor Ispues

Ovaxr the last sgveral years, the rapid dewmocratization of
Korean society has strangthenad the rights of workers
substantially. COneequently, one can find labor disputes, soma
of them quite seriocus, in virtually every sector of the economy.

Porelgn-invested firms havae been no exception. In feot,
laborxr dis gntes are increasingly cited as one of the main
difficulties faced by foruign-invested firms doing business in
Xorea. This hae become a major factor discouraging foreigm
investmant herec,

Labor disputes are esgsentially a matter between private
parties, namely workers and their aemployer. Notwithstandlng tha
private nature of labor disputes, however, there 1s room for
govermment intervention. As ws have geen, prolonged labor
disputes can tarnish Korea‘s image as an attractive place for
foreign inveetors

In a renewed commitment to openness, the Korean government
is willing to discuss even thorny issues such as labor disputes
at the DEC. Aas the Unfited Stetes has much axperience in managing
often disruptive labor relations, it has much to advise Korea
concerning the praevention and resolution of labor disputes.

In addition, we beligve it is appropriate to discass at the
DEC the reinstatomant of OPIC programs in Xorea. While tha
OPIC’s decieion in 1991 to suspend its activities in Korea did
not have a direct impact on the Xorean economy, it risks giving
the international community a distorted lmage of labor rights in
Korea. Wo believe that the much-improved labor situation in
Forea, espacially after itz entry fnto the Internatfional Labor
Organlgation, warrante the immediate xestoration of QPIC

programs.
Swggested Chanpnel fox Consultation

We understand that the U.S. side would like to raise labor
issues in connection with economic deregulatfon. From ocur
perspective, however, labor disputes in foreign-invested firms
are not’ a question of over-regulation. Consequently, discussion
of lahor issues under the heading of deregulation xisks provoking
a2 negative reaction from the Xorean public. Ffor these reasons,
wa would like to address labor iasues as part of our digcussion
on ecanomic coaperation. .

With mutual consent, iseues with highly-sensitive, political
implications cou]d ‘ba excluded from the agenda discussjion on
labor iscues. - L

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

Background

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 permitted 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 States, would be a
positive and effective means of addressing concerns of U.S. and other foreign finandal
institutions 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 February 1994).

Treasury/INA/Brettschneider
OCC/Sullivan
10/15/93
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U.S.-Korea Dialogue 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:

0 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.

0 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.

0 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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4, Mutup) Rogoqpition of Test Rosults

We proposs to discuss ways to mutunlly recognire the
tost reasults of the other countxy’s testing
institutione in tho areas of telecommunications
equipment, cortatn food and agricultursl products and
manufaqtured préducts. The scopae and degree of the
mutual recogaition wmay be decided through further
consultations under the framcwork of the DEC.

Lo} Rith regard to teleccmsunications equipment, the
teat results for type a 1 or authorigation of
a caertain number of testing institutions
daosignated by the U.S. PCC and Korea‘s Radio
Rescarch Laboratory (RRL) may be mutually
recognized. Eventually, both countries may aspire
to agree that a type approval or authoxization
itaelf issued by the one country‘'s authorities
concerned may be automatically accepted by the
other government. - )

o Likewise, test results for certain food and
agricultural products made by the FDA and official
testing institutions designated by Korea's MAFF
may be mutually - accepted.

o As for the mutual recognition of the conformity
test results for manufactured goods, we would like
to start our experiments with fasteners, l.e. nutse
and DYolte. Wa wish to work on the arrangement
under which test results of the testing
institutions authorized by the U.S. NIST and
Korea s IAR are mutually recognized.

The mutual recognition af test results or mutual
accreditation of testing bodies would save tima and
noney for traders of botl countries by avoiding douhble
testing. It would .also prevent potential disputes that
may arice from the diffarences in tasgting mothods,
testing equipmont and analytical techuiques between the
testing institueions of hoth countrius. Quite
recently, wa experienced how enormous damaga could be
when a product was denied import claearance because of
test failure after arrival at the port of entry.
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| This issue was Includod fn the recommendation of tha
PEI $an tha form of askiug both parties to engage in
consultations to this oud. We nota that there was no
tangible progress in our efforts.

Q We think this fg exomplary of tha concreta way of
promoting the ecomomic cooporation between our two s
countries. As such, wu wish to agrae upon the work
plan for this projact under the DEC.

o Particularly, we wish to see prompt and tangible
progress in the mutual recognition of
telecommunicatione equipment in that this project
wag sat forth orlginally in the 1992
taelacomminications agresment and again in the PEX
racommendation.
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U.8.~ KOREA DIALOGUE FOR ECONOMIC COOPERATION
KOREAN ISSUE: CONSTRUCTION S8URETY BONDS
Issye:

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

Keorean Obijectjives:

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, the USG gave the ROK delegation
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 reluctant
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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There are ways for Korean construction contractors to deal
with the experience problam. For example:

-- Korsan contractors could complets projects in which
bonding is not required to gain the needed experienca.
ﬁnmt all major projects .1n the U.8. require bonding,

owever. )

- A Rorean contractor could anter into a joint venture
vig_‘z a i:ontractor that meets U.8. experience and other
¢riteria.

F.ov
F.e 7

—  ©On private projects (and possibly scme state proiects),

Korean contractors pay be able to get bonding from an
Korean-based insurer upon waiver from the contracting
organization (owner).

company rgingurg the risk with a Korean-based insurer.
(The cantracting organization would likely have to

approve this.)

-- The bond could be placed with a U.S. Treasury-ap
sursty ¢ that also has an insurance cffice

- A FRorean contractor can have a Treasury-approved sursty

(branch, subsidlary, affiliate) in Korsa. This inaurer

nay be in a position to bettsr evalunte the forelgn
experiances of the contractor.

-~  Tha bond could be placed with a Treasury-approved
sursety company that is a U.S. subsidiary of a Korean
insurer. (We understand that Korean insurers are
licensad in New ¥York and California.)



ocT 15

i
it

'93 17:@3 U

i

7
o

1. D

EREGULATL

'E}:'I':ON 7221429

P.274

o
A-2.l; Please ,'ﬁ. ) E¢ fliour résponse with the following:

| a1 R \

1, TR R LI b :
*Amcitg the '1-;_-;;_! s described above, all seteps other <than
estaplishment] ot [copporation or investment of cash, obtaining of
bus jnees perm!j..g:t;.f hecRrding to individual laws and construction of
factory (in the licapp of manufacturing businees) apply only to
forerfd.gner inv(ﬁlﬁ e bl 3 |

i bl |ﬂz' i

A :!:|3j: ;i l :
A-7) Please ﬁﬁqﬁ;ﬁofﬁur response with the following:
“Pai?graph 3%?”W¢”J;cle 7 of the FCIL requires that the MOF
detgrmine whqfﬂ? ¥ 40 approve & forelgn investment in restricted
bus%‘me_saee ig cenppitation with the line ministry. The line
minjstxy can'sﬂ fEQEL; MOF's decision by expressing an objection to
thef:propoaed‘!{l.'j saftnent. | But the consultation with the 1line
ministry is dﬁ Jaaatryl to secure e prudent decision. At present the
MOF [is not cTﬂ:'»bg;_g rovising the line ministry provision."

i; :;.. llli:-jlﬁ:- !

R Wi B o :
A.8 | Please x':!lg "ré: ‘ ur response with the following:

a A :
"The notificf%‘iff'“ approval procedure under the FCIL concerns
only Lntrodua,_j_- " €|l foreign capital and does not involve reviews
on Fompliance) With!Husiness permit requirements under individual
lawg. If the!r@vlews under individuel laws were to be conducted at
chel stage ofliridrioquction of foreign capital, it would only make
thetintroducj#é;ﬁh': edure more cumbersome and cause delays. This
wou .l'd ‘add tofiT« oitbrdens on foreign investors.

A ;. ll .
In gddition, jcdligll ifice with business permit requirements should be
reviiewed aftgx{l fhellforeign investor brings in his capitel and
estpblishes @ corpokation.. Same procedure applies to domestic
invpstors asjjwii. ;

. F |
B-1 . Please| tepla d our résponse with the followings

' ! e |
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65991 (1fiy
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neiEl |
th Jgeneral"q"icf
ceritificatesii of| 14
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wgard holding companies as described by the U.S.

business and cennot find a proper KSIC

of.

| |
\
t companies and investment trusts) stands for

rﬁstitutions which raisa short-term capital from

through: issuance c¢f debenture, paper or other
fbilityf and invest in securities and other
| |
| |
i 5
! '
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HE ¥CH Oour response with the following:

{i: i

i
'&A;_T reepo?ee to the question B-19 above, "

"newly issued, unlisted stocks* to "voting

B- g Pleaae!“{.f;ff:bur re?ponae with the following:

PPl over the foreign exchange market after 1998
PR the economic conditions at that time. In view
i orea will doin the OECD by 1996 and the third

ge - measufies llifdn foreign exchange liberalization will be
complaeted by[1897, restrictions on routine foreign exchange
trm’eactionsﬁr‘."”

degree “?i
. be affarg
the fact!

ppcted to be removed by 16§8. -

L !

f el ; :
geill “the Foreign Bank's Survey® to “a survey on
v Ba . " ]
' |

T i
l.'”if°lloving sentence Lefore "we have

i s |4
D-1 - Please ceees
‘l : I R
e . R R D | R, i
"At”present,gﬁ_:w Bl nO restriction on the financing of technology

@lopment prigy 'throu?h financial institutions.*

i B T |

ACRlour response with the following:

Al R |

Y ] the ‘mode of payment is applied only to
uCk4 whose tariff rates exceed ten percent. But

HeEs imported on credits or guarantees granted by

“"Defiprred pa;.;g:'qel h

gafform  taxpayers of the results of tax
‘fiive taxpayers opportunities to submit their
ng notification of assessed tax. In the case
H [

theip.s. Co ﬁ'.:'qu:dit Coxporation are allowed deferred payment
torms, even {if & 6{=xriff rates are over ten percent. "

i T |

L e ;

. : [ A
zy.ll N 'ﬁmjggilomg

AisI
A-l.ﬂPLease ﬁﬁﬁq j@idur response with the followings

; i _I| ;Ii ) E;'-.'.:;
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i ) |
of foreign tqﬁ;. Yors, the tax authorities go through this pre-
revigw proced“g?:',,“put exception and most disputes between the
tax _utboritirﬁ!; 1itaxpayers are resolved through this procedure.

o g i g I
Once“;he notiqyr k gossed tex ig issued, however, it establishes
a tax -obliqq§- i ji| Therefore, procedures to collect a tax
obligation should j.i;eed when the assessed tax is not paid within
the deadline gaelihy| @ tax authorities, regardless of whether the
taxpiyer has ;1: tajicomplaint,

L (iKY O | '

il ‘:_'i:.: SN i
The ¢ases where g itaxpayer ‘s complaint is eventually accepted are

'f _:;NTA§were to tzke no measures against tax
“wopld invite an increase in the f{ling of

pdrpose of delaying tax payment and increase the
ng to collect tax obligations,.

delijjquencies ;|
complaints fo

fair rare.%r

iy AL gﬁﬁ
Whilg the comgmﬁ t. priocedures are in progrese, the NTA is allowsd
2é the propeptids of the taxpayers in order to secure the tax

igt;on, bjyﬁ; fjjxt auction the seized properties."

L n, L
-184 Please ramlidcelidur response with the followingt

gh] e {
1 . I

qarlNew Economy Plan period (1993-97), the ROKG
gakfy increase fiscal expenditure to upgrade

f oA X a
Al B

In o

der to | .Eif!fiecgl balance, this investment in social
infrastructuraintill Bey £inanced mainly by tax revenues rather than
goverament bondsll iInl:this wey, competition for funds will not be

seriqus and chall wegative effects that the increase in public
invegtment might! avg bn private investment are not expected to be
substantial. |7 ﬂﬁ;r{ f

. s [

From khe long—ﬁé g'jfpective, investment in soclal infrastructure
will i help achiig g, ghetained economic development, by reducing
production cogtg (i afid enhancing productivity. Insufficient
invegtment in | g ci;,a | finfrastructure, education and environment
under; the 198hﬂlf“t7} t fiscal policy presents a roadblock to

= fiidéf; Therefors, it is inevitable that the tax

econqmic growth d
inco ratio ha &s#k‘by 3-4 percent.

' T _

A BN AR !
The e@xpected tﬂxﬂ Epfjl ratio of 22 to 23 percent in 1997 cannot be
said$&o:be very hiigh; jconaidering the level of Korea's per capita
income, econonfciigrowth rate and the tax income ratio of advanced

b

[ ywﬁé;e at the stage of development zomparable to
XoreT‘t?day.“!('
: 1, L

| g

lll ( l;” ‘ll : 1 i
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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 jin 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 mnutual
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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(IA3A)
Cooperation on Labor Iopsoen

Over the last sgveral years, the rapid democratization of
Korean society has strangthened the rights of workers
substantially. Consequently, one can find labor disputes, soma
of them quite serious, in virtually every sector of the economy.

Forelgn-invested firms have been no exception. In fact,
labor dis;imtes are increasingly cited ae one of tha main -
difficulties faced by foreign-invested firms doing business in
Xorea. This has become & major factor discouraging foreign
investmaent herq.

Labor disputes are esgentially e matter between privete
partiese, namely workers and their employer. NKotwithstanding tha
private nature of labor dieputesa, however, there ie xroom for
government intervention. As ws have geen, prolonged labor
disputes can tarnish EKoxea‘s image as an attractive place for
foreign investors. :

In a renewed commitment to openness, the Korean government
iz willing to discuss even thorny igssuaes such as labor disputes
at the DEC. As the United States has much experience in managing
often disruptive labor relations, it has much to advise Korea
concerning the prevention and xesolution of labor dispuotes.

In addition, we beligve it is appropriate to discuag at the
DEC the relnstatamant of OPIC pxograms in Xorea. While tha
OPIC's decislon in 1991 to suspend its activities in Korxea did
not have a direat impact on the Korean economy, it riske giving
the international community a distorted image of labor rights in
Korea. We believe that the much-improved labor situation in
Forea, espaecially after its entry fnto the International Labor
Organligation, warrants the immediate xestoration of QPIC
prograns. }

Suggested channel fox Consultation

We understand that the U.S8. s8ide would like to raise laborxr
issues in connection with economic derequlation. From our
perspective, however, lahox disputes in foreign-invested firms
are not a question of over-regulation. Consequently, discussion
of lahor isgues under the heading of daragulation risks provoking
a negative reaction from the Xoreau public. For these reasons,
we would 1ike to address labor issues as part of our discussion
on econonic coaperation.

With mutual consent, igsuss with highly-sensitive, political
implications could-ba excluded from the agenda discussion on
labor iccues. R : .

.

DR

P.U4
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' Promotion of J2int Ventures in Third Countyries

Ag U.S5. companies increasingly shift their focus to tha
dynamic Rsia-Pacific rogion, Rorea is amerging as a nation with
much to offer as a potential partner for Amsrican business.

Geographically, Borea is etrategically-located at the hub of
Northeast Asia. It enjoys amitable diplomatic relatigns with -all
) major countries in the region, including China and Russia.
i Cultural familiarity affords Korean companies a valuable edge in
) adapting to local eonditiona.

Rorea also possesses the kind of administrative experienca

and technical know-how which is most welcome in these neighboring

giante. Strong exports of Rorean capital and intexmediate goods i
ta Southeast Asia and China suggest that Korea's medium-leval .
technology i¢ already proving easily applicable in developing {
countries. Finally, Koraea's manufacturing capabilities, :
supported by a skilled, highly-educated and cost-efficient labor 3
force, can succassfully complemeat the advanced technology as b
wall as financing and marketing abilities aof U.§. firms. y

Third-country joint ventures constitute a wviable arrangement
for taking full advantage of the complementary potentials of our
two countries. Particularly in the areas of construction, :
development of natural raesources, manufacturing of eophistocated 1
machinery and parts and the marksting/distrribution businessas,
Korea provides an ideal regiocnal center for future Agia-wide
operations of American busineszses. '

This issue was tabled seversl times at the Economic Sub- 1
Cabinet mootings of the past. Discusgion at these meetings was )
less than conducive to concrete results, due in no small paxrt to
Korea's lukewarm commitment to take necessary measuraes to lmprove
ite businees environment. But with Xoraa‘s recent drive to
upgrade its investmsnt and business climate in close cooperation
with the U.S., the obstacles to third-country joint venturas are
rapidly being dismantled. We delieve that these reforms are
creating a most favorable environment for our countries' !
gooperation {n this area. : T

Third-country joint ventures should be initiated by private
busineasaes, but governments can alego play an active role by
providing relevant information and improving institutional
facflitias for guch ventures. We would like to diecuss ths
promotion of third-country joint ventureg as a cub-item of
industrisl cooperation, which we proposed to discusg at the DEC
as a way to enhance econonic cooperation between our two
countries.

g

>
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Part II

In regard to the questions on US anti-dumping measures
submitted 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.
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Bdditjonal Commontg gnd Questions on U.8, Antldumping Msnsures

In the commentg on U.S. antidumping mwasures which were
dglivered in writing to the U.8. #ide during the first DEC meeting,
the Korean side pointed out several problems which foreign
companies, including Korean companies, face in connection with the
imposition of antidumping duties. We would like to further
elaborate on ona of thaese problems--pamely, the delay of
administrative review. )

Under U.6. law, antidumping duties ara finalized on the basis
of the dumping margin of the product actually imported. For this
purpose, the Departmant of Commarce conducts annual administrative
revigws of ocutstanding antidumping orders.

The administrative reviews are often delaywd for a substantial
perxiod of time, In some casas up to several years. Thase delays
add to the uncertainties of trade as well as to the financial and
administrative burdene of tho defending company. It alsoc delays
tha refund process of antidumping duties.

In addition, since the U.8. antidumping law lacks a ~“sunset-
clause guch as those provided by the E.C., Australia and Canada,
tha delays in adminiatyative. reviews have a more sarious
implication. Under the U.S. lav, dumping orders can be lifted when
dumping below de minimisg level. of 0.5 percont has bean found for
three consecutive yeare. However; the delays in adminigtrative
reviews hinder defending companies from taking full advantage of
this provision.

The annual raeview of antidumping orders on Koresan color
televisions is & case in point. It was on September 20, 1993 that
the Department of Commarce-annaunced tha final xesults of its
administrative reviaw of antidumping orders on Eorean color
televisions for the pariod “from April 1, 1930 through March 31,
1991. But the pDepartment of Commerce has yet to publish the final
regults of fts administrative review for the praceding two years
from April 1, 1988 through March 31, 1990.

Tha case of Korean c¢olor televisions also illustrates the
reduced effectiveness of tha revocation provisions due to excessive
delays in annual reviews. The dumping margins on color televisions
manufactured by Sawsung Bladtronics Co. were found to be below the
de minimis level for two congeocutive years (from April 1, 1986
through March 31, 1988). But because tha Department of Commerce
did not publish the final result of fte administxatlive review for
the following year (from- -April 1988 to March 1989) as explained
above, the company had to respond to administrative reviaws for the
ensuing years from April 1989 to March 31, 1989 and again for the
period from April 1990 to March 31, 1991. It should be noted that
the dumping marxgin on Samsung'se, color televisions for the poriod
from April 1, 1990 to ‘March 31, 1991 was found to ba bolow the de
ninimia level. e T oo

P. U6
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In this regard, we would like to know the followings

1. the relevant provisjonse of thqe U.8. laws and regulations
regarding adminstrative roview of antidumping orders

2. the usual timefrane for administrative review (including when it
starte, duration, etc.)

3. vwhether it is possible to seek compensation for damages causad
by the delays in administrative -revievws

4. vhether the U.S. Govermment har;'amr plan to address the dalays
in adminetrative reviews

5. whether the U.6. Govarnment has. any plan to introduce “sunset*
clauses )

P. 07
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Part III

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 comments.

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. ECONOMIC CQOPRRATION

1. mmuxmmm

The nocessity to discuas-induatrini cooperation at the
DEC '

o Enhancing industrial cooperation is central to
; achieving an expanded economic partnership, which
: is the primary purpose of the DEC.

" - The complementarily of the industrial

: structures of our two nationa can badrt be
i utilired to the banafits of both countries
through the exchange of information, joint
ventures end transfer of technology.

- Industrial cooperation is a combination of
all thése mtnally beneficial exchanges
botween the private sectors of our two
econonmies, 'and as such is expectaed to enhance
the international competitiveness of both
countries.

e] ¥r. Kim Chulsu, Minister of Trade, Industry and
Energy, madé & proposal to tho U.S. government for
enhanced. industrial cooperation during his vigit
R to the United States last April. We understand
that the U.S. government hag beéen raviewing the
proposal and will soon convey the .results to our
sids.

o At the DEC, we hope to establish a framework for
expanding bilateral indusdtrial cooperation.

- We may algo consider establiching a joint
cammittee composed of representatives of both
‘the-government and private sector, in oxder
to develop concrete programs for cooperation.

Explanation of Koraa's irepa:ation for expanded Korea~
U.S. industrial cooperation.

'y

o8 —6
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Our original-plan was ta create a Korea-U.S. Joint

Fund for industrial caooperation. .¥ut in

congideration of budgetary problems in the U.S.,

we have changed the plan and started to raise the
funde independently.

- Wa plan to 4stabligh a Fund of US$20 million
by 1997, with contributions from both the
governmant and private sector. Wa havae
already sccured US$4.3 million, including
UES] million from the 1994 government budget.

We are .a_laolwrkil_‘lg on the establishment of the
Korea-U.8.. Industrial Cooperation Foundation.

ol - SR -

- The Foundation will have the authority to
manage the Fund. Establishment of the
Foundatjon-ie now baing arranged by the
Pederation of Korman Industries, one of the F
major cantributors to the Fund. [

- As soon as the detajils of tha Fund and !
operaticn plan are determined, we plan to
implement the following prograns:

1) Financial support for feasibility studies and
drafting of businegs plana fox individual
Korda-U.S. joint projects, such as joint i
prodyction, technology tie-ups and joint
venturas in third countries, with a
particular emphasis on high-tech fields.

2) Financial Buppert for holding U.S.-Korea
techno-marts, symposiums and business
consultations betwaeun the ilndustries of our
two countries.

3) .Eichange of personnel between U.S. and Koream
Yusinesses. .

The Korgan government plans to build Free
Inveatment Zones (FIZ). -

- 1

|
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In orxrde¥y to enccourage foreign finvaestwment in
high—tech industries, the govermmant plans 1o

Dbuild two FIZ'S in the Seoul wetropolitan

area.

Forei¢gn invectors in the FIg will be graented
a numbex ' of banefits, including easier land
acquisition, streamlined procedures for
investment approval and factorxy construction
and greetex access to off-shore financing.

The. totdl cost of building the FIZ'‘s is
estimated at US$100 milliion.

We ask the USG's agtive cooparation in Korea-U.S.
4ndustrial cooperation.

(o]

We ask the U.S. government to positively consider
participating in tho creation of the Fund and to

provide cooparation for the projects to ba carried
out by the Foundation.

g P
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2. Sclence and Zeohnolagy Cooperation

Discussion of science and tochnology cooperation at the
DEC

o The Agreemant on Science and Technology
.Cooperation (6TA) went into affect on July 29. ¥e
underastand that diascussions on establishing a
: Joint Committee.on 8cience and Technology as set
1 forth §in the agreement have since been under way
betwaan theé relevant authorities of the two
countries.-

o Through the DEC, wo want to give a jump start to
the work of the Joint Committeo and discuse ways :
to enhance science and technology cooperation :
until the Committee is formed and begins '
operation. ) ‘.

Establishmant of the Joint Committeae and timing of tha
first sessibq .

o ¥e hope to hold the first meeting of the Joint
Committee at thae earliest date possible.

- Thexre hag been no lagal basigs for Korea-U.S.
science and technology cooparation for about
four years gince the old agreemaent explred in
October 1988. It was only aboubt two months
ago that the new agreement entered into
foxce. It ig with thie gense of urgency that
wg wish to renaw our acience and technolegy
cooparation, including the various programs
envigsaged by the Agreement, &8 soon as
possgible. .
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3. Mntua) Exomption of Social Sequrity Tax

Korean citizene tomporarily staying in the Uaited
§tates to work for U.S8. branches or subsidiarfiecc of
Rorean companies must pay Sociml Security Payroll Tax
(S8PY) under tie pruvisions of Fredoral Insurance

Con tion Act (FICA), while at the same time paying
dueg to the Korean goverament iu accordance with
Rorea‘'s Naticumal Pension. Ast.

According to the U.S8. system, they must pay Social
Security Payroll Tax for at least 10 years to raceive
benofits. But foreigmers sworking on a short-term basis
in the U.§. are algo obliged to pay the tax, even
though it iw not evident that they will enjoy the
honofits.

Since an employor must ehare 50% of the tax, it has
become a financial burden upou tha company as well as
the employcos who ara.saddled with additioual fucome
tax.

One way to golve this problem is to conclude a social
segurity agreemant, granting an exemption from the
S5PT to the citixens of ona contracting party staying
in the other contracting party on a temporary basis.

o The United States has alvready siqned a similar
agreement with 14 nations, including Austria,
Belgium, Italy and the U.K.

Y
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4. Mutup) Bmmni&im of Tast Rgsults

We propote to discuss !;ayt to mutually recognire the
tost reasmults of the other country*s testing
3nstitutiond 4in the areas of telecommunications

egquipment, cortaln food and agricultursl products and
manufaqtured préducts. The scope and degree of the
mutual recognition way be decided through further

\ consultations under the framowork of the DEC.

0]

With regard to teleccmmunications equipment, the
test results for type approval or authorization of
a certain number of testing institutions
deeslgnated by the U.8. FCC and Korea‘s Radio
Rescarch Laboratory (RRL) way be mutually
recognired. Eventually, both countries may aspire
to agree that a type approval ox authorization
itaelf issued by the one country‘'s authorities
concerned may be automatically accepted by the
other government. - )

Likswise, test regults for certain food and
agricultural products made by tha FDA and official
testing institutions designatad by Korea's MAFF
»ay be mutually' accepted.

As for the mutual recognition of the conformity
test resulte for manufactured goods, we would like
to start our experiments with fasteners, l.e. nuts
and DYolte. Wa wish to work on the arrangement
under which test results of the testing
institutions authorized by the U.S. WIST and
Korea s IAR are mutually recognized.

The mutual recognition of test results or mutual

accreditation of testing bodies would save tima and

money for traders of botl countries by avoiding douhble
. testing. It ‘would .also prevent potemtial dieputes that

may arise from the d{ffarences in tacting methods,
testing equipmont and analytical techuiques betwecn the
testing institutions of hoth counktries. Quite
rocently, wa experienced how encrmous damage could be
when a prodact was denied import claarance because of
tegt failure after arrival at the port of entry.
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This 1asue was ingluded in tho recommondation of tha
PEI in tha form of asking both parties to cngage in
consaltations to this eud. We note that there was no
tangible progress in our efforts.

a Wa think this ig exomplary of the concrata way of
promoting the ecomomic cooporation between our two
countrigs. As such, wo wish to agree upon the work
plan for this projaect under the DEC.

o Particularly, we wish to see prompt end tangible
progrese’ in the mutual recognition of
telecommunicaticons equipment in that this project
was sat forth originally in the 1992 -
telecommmnications agreement and again in the PEX
racommendation.

0
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DEREQULATIOR

Problems of anti-dumping investigatioo system

O

Since the late 1970's, various Korean products
have baeen subject to U.S. anti-dumping measures.
In the 199Q's, Korea's major exports such ae
stainless steel pipa, DRAM gemiconductors and
steel produatg have been the maln targete. Only a
few montha ago, thare were press roporte that the
U.S. automobile Industry is considering filing a
petition for anti-dumping investigation against
Korean cars, anothar major export item of Korea.

Anti-dumping investigations and imposition of
anti{-dumping mpasures have a egriocus, disruptive
effect on trade. :

- A dacision to start an f{nvestiqgation itself
. can_boe ao.-blow to the targat company.
Uncertainties over the future may causa an
abrupt declina in purchase ordere, and tha
dafending companv mav voluntarilv restrain




SEP-29-93 WED  8:59 KOREAN EMB ECO SECTION FAX NO. 2023870402 . 0]

SEP 20 °93 19:83 T10: 2027970535 FROM: LIOTMUODM 3 T-844 P. 16

o]

anti-dumping investigation is often abused ag
a legal and administrative barrier to trade.

- Critics point cut that the investigations
have often been conducted in an arbitrary and
unfair manner; and that the implementation of
the anti-dunping measures does nat raflact
the interests of the defending companies in a
balanced way.

Specific problems concerning U.S. anti~dumping
investigations are’ well-documented.

.~

A vary preliminary survey of a few Korean companies
which have recegay' been subject to U.S. anti-dumping
investigation confirms the existence of these problems.

o]

Ardbitrarily high minimum rates of profit and
genaxal axpenses were applied in assessing the
fair market value of Xorean steel products.

The scope of the semiconductors subject to anti-
dumping measures werae expandad to include go-
called later ganaration products which have yet to
be produced. .

Dumping margins for gemiconductors and steel
products were revised again even after the final
detormination had been made.

Colox TV's have been subject to anti-dumping
maasured for more than ten years even though the
dumping margin ie minimal and thera is no
substantial domestic production.

2R~{L

[}
1
i

K, i} SRR



SEP-29-93 WED  8:49 KOREAN EHB ECO SECTION FAX NO. 2023870402

SEP 26 92 19:04  T0: 2027970595 FROM: LOTHUCDH 413 T-043 P. 17
(Coxiex:al problome of the U.5. anti-dumping system)

o Procedural problems
~ Arbltrary determination of status and
injitiation of investigation without
sufficient evidanca

- Requireinent of excessive amount of
information in a very short period of time

- Frequaunt use of Best Information Available
(BIA) ’ ) :

i a Problems in the calculation of dumping margin
i ~  ‘Dieregard for negative dumping

- Exzclusion of gales balow cost in assessing
fair market value

{ - Arbitrary minimum rates for calculating
: constructed value:

- Lack of sympatrical price adjustments

- Lack of appropriate adjustment for exchange
rate fluctuations.

e} Problems in the imposition of duties

-~ Fon-transparancy in applying anti-
circumvention measures

- Unjust expanaion of the scope of the products
subject to enti-dumping duties

- Tack of Sunset Clausa and delay of annmal
review :

s
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piacuosing the nntifdunzpi.ng iovontigations at the Dxc

o Anti-dumping inveatigatifone have a sericus
negative impact on averall Xorea—-U.5. economic
relaticns as wall as bflateral trada.

We hope to diecuse the procedures and policies of our
two countries regarding anti~dumping investigatiomns,
espacially the problems identified in the course of
U.5. anti-dumping investigations of Karean productse,
end ways to lmprove them.
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2. Bagtign 301

We are of the view that for the UEC efforts to suggeed,
it s vital for the United States to help the Xorman
govarnmant heef up its domestic supports. %¥o this and,
we expact the U.8. governmant to do 1ts best to diaplny
the worit of the REC by vefrajioiag from Imposing such
confrontational measyres as Sectiom 301 Quring the DEC
process.

o Unilateral measureg such as Section 301 have
intrinsic limites in fundamentally resolving tradae
issues. I belleve that realization of these
limits has provided an impetus for the more
syatemstic approaches such as the DEC and the PEIX.

o Pomestically, thae Eorvan government has made
efforts to galn public support for the DEC by
gnlling it as a mmtually beneficial wvehicle ta
amicably resolve bilateral trade lesues and to
bolster economic parinarship betwsen our two
countries. If the U.5. governmant takece
confrontational measures such as Section 301
during-the DEC process, the Koxean people will
£9el betrayed and the Korean government will be
dgprived of any logic with which to continue the
DEC.

o ° In this context, we strongly request that the U.S.
side xestrain from taking any aggressive meacsures
during the paerlod of the DEC operation (including
its implamantation period). Specifically, we
suggast thats

- tha USG not take any unilateral trade
maasures during the DEC process concerning
issues addreased by thae DEC; and,

- the USG a8lgo commit iteelf to refraining from
taking aggresegive maasures with regard to the
issues falling ocutside of the DEC agenda to

t
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ths maximm extent that tho U.S. statutory
coputrainta parmit.

We would also like to diséuss the legal and procedural
aspects of the Sectlion 301 ipvestigatlon.

: o Wa are propared to rxeview the pros and cone of the

: Section 301 moasures: 1) their efficiency as a

. tool to open foreign markets, 2) comparigan with

| systemic approachee such as the DEC. and 3) the
rationale for taking measures inconsistent with,

or bayaond the scopa of, the GATT rulas.
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RN of ; (] Anvastlgatlione of roxeiqn Maxitioe Practices

Koroa has been the gubjoot of two FMC lavesitlgations.
Bince the late 1980'g Asian countriecs fncluding Eorea
have bsen the main targets of FXC favestigations
agalust alleged unfalr maritime practices of foreign
countrieg. The acopa of the FIKX investigations, which
had been limited to arvas directly related to tha
operation of shipping companies, has beea <xpanded to
ioclude maritime sarvices.

¥e hava identif@ed,the fallowing problems with regard
ta the FMC investigations.’

o Like Section 301 investigations, this ia a
unilateral measure in two xrespectst The FMC makes
a unilateral judgement as to whether tha policies
and practices of foraign countxriaes are fair, and
it is also empowmred to take retallatory measures
un{laterally, 1f 1t &o'chooees. As long as
maritime services remajn bayond the scope of the
GATT, tha subject coyntry has no means of
redressing en unfavorable decision.

o Host of the recent imvestigations concern the
policies, regulations and practices of foreign
govarmients. However, the ¥MC requlres private
ehigping campanies of gubject coumntries to submit
thair comments, adding to thair administrative
burdens.

o} The proposed maasures_are sometimes
disproportionately punishing compared to the
alleged unfzir practices. For exampls, tha
proposed rules against tho Korean govarnment's
rastriction of trucking services by foreign
shippi{ng companies resulted in a virtual ban on
port call by Roreah carriers.

o The government subjeact to the investigation cannot
negotiate with the FMC directly. It bas to
negotiate with the Maritims Administration, which
only indirectly participates in the FMC's
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decision-making - proceas by submitting {ts own
coumont=. " This prevente the subject country from
handling tha FMC's investigation effectivaly.

o Tha PMC's investigations are insulated from
government-to-govarnment negotiations. Sometimes
this results in the continuation of investigation
procedures even aftaer the two governments have
reached an agreement. For example, the Xorean
govarnment todk all the pnecessary maasureas to
redress the foreign investment restriction in
maritims services. Consequently, the Maritime
Adminiastration asked the FMC to discontinue the
investigation. Yet, the FMC xe¢eplied by announcing
an extension of the proposed measures.

: o To esum up, the FMC acts as more of a

. representative of tha 0U.S. shipping industry
rather than an impartial judge. Consequeantly, the !
U.S. shipping industry increasingly resorts to FMC [
Investigations even when the same issue may be '

raferred to other judiciary or quasi—iudiciaxy [
procedurog inoluding traditional Sectlon 301
investigations. 1”

ﬁ“
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&. Iransfor Pricing

The receant move by the U.6. to overhaul ita tax system
concerning transfer prioing betwsen rolatcd companies

18 cited by many Korasn anles a3 one of the wost
corlous uncertaintfes of d busineas in the U.S. _
o Iet me make it clear that we bave no intention '

whatsoaver to oppose prevention of taz-evasion -

exacutad through the manipulation of transfer '

prices. B

o But at tho sama time, we think it opportune for
the DBEC to seek to remove those factorsz which
could adversely affect Korean finvestment in the
U.s.

o Review of whether the new trangfaer pricing [
regulatfions and audit practices are consistent
with the OECD guidelines on transfer pricing
and related provisions of the Korea-U.S. tax ]
treaty will bo the most useful initial step for '

| zaroing in on ' the problem.

_ Our most immediate concern is about the *Temporary
1 Regulations Interpratiung the Change in Seaticn 482 of
: the IRC". ‘

o Tha Taemporaxry Regulations hava introduced new

rathods of calculating erm'‘s-length pricaes 1
I Camparable Profit Method (CPY) and Profit Split 8
Hothod (PsSM).

; o These new methods are major deviations from the
existing methods which were recognized by the
OECD guidelines and adopted by other advanced
countries. and yet, due to their administrative ¢}
ginplicity, thay stand a good chapce of being g
solected as the bast methods. i“

o The difference batween the newly-adopted U.S.

,)_.‘,3 —_ l‘b
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mathods &nd the' exieting methods of othex
countries may incrgase the chances for double-
taxation and disputes between tax authorities.

Q The new methods tend to favor standardized
criteria and thus disregard the unique business
practices and managemant stylea of foreign
countries. We are concerned that thie may woxk as
another disadvantage to foreign companlaa.

The go-called “e tgs etripnping® provieions
introduced through e Audget Reconclliation Act of
i 1989 have been criticized by many foreign countries for
' not necessarily allowing the fnterest paid on amx's-
. length baass to be deducted from taxable incoma.

o] This {8 a major deviation from the internaticnally
acceptad arms-length standard.

o Thie dealt a severae blow to U.S. subsidiaries of
. Korean companies, which are usually required by
1 U.S. banks to provide raepayment guarantees isgsued
by their holding companies. TYet the interest
paid-for such loan arrangemente is not
guarantecd to be deductible from taxeble incame.

Information reguirepents of the U.S. Tax Code have
becoma {fnareasingly cosplex and burdensoma for foreign
companies.

o The ROKG 1s especially concerned about the
requirement for . retord-keaping, which nay
extend offehore to foreign parent companies. A&s
a clear example of the extraterritorial
applicetion of U.8. xegulations, this requirement
multiplies the complexity of doing business orxr
investing in the U.S. for foreign companies.

o The mpbrtinq-requireménta under laws such as the
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Crnnibug Budget Raconcilf{ation Act of 1990 ap 1y
retroactively to &ll open tox years and to agl
recorde in existenae.at the time of the enactment
of the Act. These axtonsive reporting
requirements are tying up the hands of the
administrativa staff of foreign-controlled
corporations in the U.S. with excesniva papoerwork.

In January 1993, the .U.8. government lesued the
Proposed Ragulations under Code Sactions 6662(e) and
(J), which will mske the reporting rcquiremsants even
gtricter and ralse the penalties for failure to camply
with these new requiremants.

o The ROiG 18 of the view that these proporsad
‘xequlations phould be discarded or at least
modified.

The tax audits pose sisable problems to foreign firxrms.

o The average duration of such audits is more than
two years, but ome company reporte that an audit
originally launched in 1982 is still in the
pipeline.

o We are also coacernad about the statistics which
indicate that the incidenca of tex audits is much
higher tbhan the ‘average for foreign-controlled
corporations.
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Economic Deregulation Under the New Administration

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 i1s the realization that the directives and controls
exercised by past administrations, if continued, will stifle the autonomy and
creativity of the private sector. Without 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 attitude of two groups: government officials
and members of the private sector. As for the former, successful deregulation
will depend upon the support of the government officials who are carrying out
these measures, especially those at the working level. The government will
endeavor to reform the attitude and way of thinking of the individual officials

Ve e daeaat A ghe e lie coruant



As for the latter, a private sector which is willing to shoulder greater
responsibilities is crucial for developing an economy, particularly one that 1s
undergoing such comprehensive deregulation. Since deregulation 1mplies 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 Ioreign 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 general public. The
government took an aggressive approach to collecting and analyzing these 1deas
by opening up an economic counseling call line that provided the private sector
with direct contact with the Economic Planning Board (EPB). Many of these
ideas and requests were also aired through major newspapers, ultimately
reaching the attention of the adnunistration.



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 fact, 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

- number of

deregulation
by source

475 requests, coming from the private organizations. .
Private Sector Government
Economic
Private counseling Central Local
organizations calls Others  Subfotal government  government Subtoial
requests on 475 35 132 642 135 147 282
(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, chdired 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 chairment 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, academia, and various ministries.

Total

924

(100.0)



3. Major Areas of Deregulation

The following list denotes the areas in which the Korean government is
currently pursuing its deregulation efforts. Overall 1mprovements in
administrative procedures will buttress the specific deregulation measures.

A. Relaxation of Entry Barriers.

Deregulation of Business and Factory Establishment Procedures.
Deregulation of Production, Distribution, Imports, and Exports.
Reform of Regulations on the Environment and Public Health.
Institutionalization of Administrative Reform. '

mmoow

. 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. 1t will 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 fstreamlining
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 Agency in Charge
Deregulation Deregulation Measures and Target Date

for Implementation
Foreign - Gradually liberalize 132 businesses, in accordance| - Ministry of Finance
[nvestment with the Five-Year Foreign Investment Liberaliza-

venture
requirement

tion Plan.
To be To be
liberalized reviewed
1st half 1993- after
of 1993 1997 1997
-restricted 224 132 92
businesses
- businesses
with joint 50 43 1
venture
requirement
total 274 | 175 99
Liberalized Businesses by Sector
‘93 ‘94 ‘95 ‘96 ‘97
- agriculture, .
fishery, 5 5 1 3 g9
mining
- manufac- 2 - - 2 5
turing
- services 9 22 34 13 22
total 16 27 35 18 30
(ratio) (85.1) (86.9) (89.6) (90.9) (93.4)
joint - 13 1 29 -

(MOF)

-From 2nd half of 1993

to 1997




Area of Ageucy in Charge

Noregulation Deregulation Measures and Targetl Date

{for Implementation

Futures - Reduce restrictions on the eligibility of foreign | - Economic Planning
Trading futures trading firms which may contract with Board (EPB)
futures trade brokers, by revising the Regulatiion .
. . o - April 1993
on Futures Trading of Foreign Commodities.

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

Tobacco - Revise Article 11-1 of working rules on - HOK

Sales the Tobacco Business Act to ease the eligibility - June 1993
requitements for designating relailers within
business complexes. By doing so, large super-
markets and entertainment spots where singing or

dancing is allowed can become designaied ?etail-

________________ S e
Retail of - Abolish existing restrictions on the establishment| - Ministry of Agricul-
Imported Beef{ of special shops for imported beef. ture, Forestiry, and

Fisheries (MAFF)
- March 1993
Feed - Amend Article 9, paragraphs 1 and 7 of the Feed | - MAFF

Control Act, in order to shift feed manufacturers | - End of 1993
from the current approval system to a registration
system, and abolish the notification requirement
for the sale of imporied feed,

Agrochemicals|- Amend the Agrochemical Management Act in order - HAFF

to convert the current licensing system for the - End of 1993
manufacture and import of agrochemicals to a
regisiration system to promote participation in

this sector.

Wholesale - Switch from the approval sysiem to the notifica- - Hinistry of Trade,
and Retail tion sysfem in handling the establishment of Indusiry, and Energy

Shops wholesale and retail shops with floor area under (HOT1E)
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Arca of

Dercgulation

Deregulation Heasures

Agency in Clarge
and Target Dafe

for Implementation

Haritime

Transport

Railway

Transport

Telecommuni-

cations

- Relax the regisiration requirementi for interna-
fional maritime transpori{ agenis by revising the
implementing regulations of the Maritime Trade
Law.

- Lift the 50% limit on foreign equity participation
in maritime businesses and ease restrictions on
the allowable scope of services offered by foreign
maritime fransport 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 to reflect
this change in practice.

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

.Ist stage: encourage new entry into this sector.

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

- Convert the present licensing system for railway
cargo handling services to a registration system
by amending the Railway Cargo Handling Law,

- Relax restrictions on the business scope of value-
added service providers by revising the implement-

ing regulations of the Telecommunications Business

Law,

- Formulate a system that will ensure fair competi-
{ion between general service providers and value-
added service providers by July 1993. This fair

trade system will enter into force in 1995,

Fase resfrictions on the use of leased lines,

- Minisiry of

Transporfation (MOT)

- June 1983

- April 1993

- Scope expanded in

June 1993

- Legiélation to be

amended in 1994

- 1s! stage: 1993-1995
- 2nd stage: 1996

- MOT
- End of 1993

- Hinistry of

Communications (MOC)

- 1995 or later

Regional
Resirictions
on Peiroleun

Product

kase region-specific resirictions on petroleum
product distribulors so that an applicant who has
satisfied the facilily requirements of the region

in which he seeks lhis license may receive it

A A R T PO

- HOTIE
- September 1993




B. Deregulation of Business and Factory Establishment Procedures

[~

‘ea of

regulaiion

Deregulatlion Measures

Agency in Charge
and Targel Dale

for Implementation

Alien Land

Acquisition

Factory
Construction

- Allow foreign-invested firms to acquire land for

legitimate business purposes,

- Hajor improvements in the bill to be submitted

to the National Assembly:

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

ii., a transparent definition of “legitimafe
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

approval,

+ 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-stop service" for businesses.

+ Time required for processing applications for
approval will be reduced {o 45 days, from the

previous | to 2 years.

- The Business Regulations Invesiigation Committce
will serve as an ombudsman to investigate indi-
vidual cases and seek {o improve administrative

regulalions,

- Hinistry of

Consiruclion

- Bill {o be submitied
in 1993

- MOTIE
- July 1993




Area of

Deregulation

Deregulation Measures

Agency in Charge
and Targel Dale

for Implementation -

Manufacluring
Plants

Air Transport

Haritime

Transport

Business

Hours

- Amend the Law on the Establishmen! of Manufaciur-

ing Planls in order to:

-ralionalize the eligibilily requiremenis for the
establishment of planis in urban areas accord-
ing to considerations of pollution and the

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

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

- 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 contractis.
Such changes will be possible on a post-report

basis.

- Through revision of the Presidential Decrece on the

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
permitted,

- Ease the operating hours of food servicing esta-

blishments, etc., after midnight.

Fase the restriction on the business hours of

auxiliary services in lourist hotels,

- MOTIE

- End of 1993

- March 1993

- June 1993

- Mtnistry of Health and
Social Affairs (MOHSA)

- October 1993




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

ea of

-regulation

Deregulalion Measures

Ageney 1n Charge
and Targetl Date

for Implementation

Type Approval
and EMI] Tests

< Telecommunications Equipment >

- Exempt wireless telecommunications equipment/EHI

approval-required equipment of the same model
as those that were already approved from
additional fesis and fees.

Simplify the procedures for determining whether
telecommunications meet Korea’s technical
criteria.

the MOC supervise type approvals and EMI tests
for telecommunications and information equipment:
or the IAA could be in charge of type approvals
and EMI tests for heaters and electrical
appliances.

Seek a comprehensive plan {o 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 glven
sector, based on the fundamental objectives of

the regulation in question.

- HOC

- fug 1993

.Hay 1993

- HOC, 1AA

- Indefinite: this is

a long-term project.




firca 6f

Deregulalion

Deregulation Measures

Distribution

» Agency in Clarge
and Target Dale

for Implementation

{ Bargain Sales >

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

Unfair Trade Practices: Special Bargain Sales.

{ Free Premium Offers >

- Exlend the period in which free premiums may be
offered from 20 days to 40 days and abolish the
current twice-per-year limit by revising the
Public Notice on the Types and Standards of
Unfair Trade Practices: Free Premium Offers,

{ Large-Scale Shopping Centers >

- Narrow the scope of shopping centers subject to
a government licensing requirement when opening,
from centers with floor area of 1000m? or more
to those of 3000m? or more, and delegate approval
for the construction of new shopping centers with
floor area of between 3000m? and 6000m® to local
authorities, '

- Switch from the permission system o the regi-
stration system for the establishment of a new
trading firm (Article 7 of the Foreign Trade Act).

- Delegate the responsibilities of regisiration and
registration renewal of trading firms to the

Korea Trade Associatlion.

Simplify documentation requirements in the regis-
tration process of {rading firms by excluding
the personal history of board members and the

company by-laws,

Reduce the processing time for vegisiration of

foreign trading firms from 5 days {o 1 day.

- Korea Fair Trade

Commission (KFTC)
- July 1993

- HOTIE
- 1994

- July 1993




[ Arc;_of

Neregulalion

Deregulation Measures

Agency 1n Charge
and Targetl Date

for Implementaiion

Trading

Firms (cont.)

Export

Procedures

Import
Procedures

- Ease the requiremen! for granfing the stalus of
“effective trading firm," from US$500,000 or more
1n annual exporis or imports to US$50,000
(Article 10 of the Presidential Decree on the
Foreign Trade Act).

- Permit firms which conduct business activities in
the agriculture and foresiry sectors to conduct
type B trade business (Arficle 8 of the Decree).

- Introduce a blanket approval system that will
simplify export procedures for repeated export of
the same product (Article 25-2 of the Presidential
Decree on the Foreign Trade Act).

- Introduce exemption of export approval for exports
valued at 20,000 or under,

< Research and Development Equipment D
- Abolish the approval requirement for the import

of R&D equipment valued at over US$100,000,

< Telecommunications Equipment >

- Reduce documentation requirements for the import-
of wireless {elecommunications equipment from 7
documents to 1, and reduce the processing time
from 5 days to 1. '

< Foods >

- Reduce the documentation requirements for food
imporis by revising Arficle 11-1 of the imple-
menting regulation of the Food Sanitation Act.

- Streamline the inspection system for imported
livestock by consolidating food safefy inspecfion

procedures with the Tiveslock inspection proced-
ures counducted by MAFF.

- HOTIE
- July 1993

- HOTIE

- July 1993

- Hinistry of Science
and Technology (MOST)
- June 1993

- H0C
- March 1993

- HOHSA

- July 1993




Area of

Deregulation

Deregulation Measures

Agency in Charge
and Target Date

for Implementatlion

Import
Procedures

(cont.)

Customs

Clearance

<{ Chemicals >

- Plan to review deregulation measures on Toxicity

Examination system,

- Expedite the clearance of chemical substances
imported into Korea before Feb, 8, 1991 by submit-
ting certification document convincing that they
had been imported prior to Feb. 8, 1991,
that those chemicals are not on the “Existing

In case

Chemicals List, importers should regisier to MOE
after clearance.

< Clearance Procedures >

- Reduce documentafion requiremenis pertaining to
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
couniries of origin.

- Reduce inspections of exporis and imporis.

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

- Expand the coverage of goods cleared in their
containers without being moved to a container
yard, by revising Article 2-0-5 of the KCA's
working guidelines,

{Revision of the Customs Aci>

- Allow importers to pre-file imports before entry

into port, by amending Article 138 of the Customs
Act,

- Amend Article 137-2 of the Customs Act fo allow
importers to remove commodities from the holding
area before paying customs dulies if {he imporier

posis guaraniece bonds,

- Kinisiry of
Environment (MOE)

. End of 1994

. March 1993

- MOF
- June 1993

.MGF
.End of 1993




[5. Reform of Regulations on the Environment and Public Health

‘ca of | Agency 1n Chlarge
regulation Deregulation Measures and Target Date

for Implementation

Medical Sup- |- Reduce the coverage of the pretesting requirement | - HOHSA
lies, Phar- { dical inst t d 1 {.
plies . ar or medical instruments and equipmen  June 1993
maceulicals e . . .
. |~ Exempt anfibiofics and their ingredients from the | .To Expedite according

and Cosmetics ) ) ) .. .
state drug testing list, thereby promoting the to revising the imple-
sale of pharmaceuticals, menting regulation of

the Pharmaceutical
Act.
- Reassign quasi-drugs and simple first-aid itens, . June 1993

such as band-aids and cotton, from the approval )

system to the registration system, by revising the

implementing regulation of the Pharmaceutical Aci.

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

metics but maintain the classification approval
system, by revising the implementing regulation
of the Pharmaceutical Act, Previously, boih had

been used.

- Eliminate the registration requirement for the - HOHSA
sale of first-aid items. Items such as gauze and

: -D ber 1993
band-aids could then be sold in supermarkets. ecember

Food - Amend Article 22-2 of the Food Sanifation Act to - MOHSA
Sanitation phase out an approval sysfem which stipulales that
- July 1993

food manufacturers must obtain government approv-

al prior to the manufacture of new food products.

- Extend the grace period of Jaboratory test from . duly 1993
1 year to 1-3 years for foods widely recognized
as safe, by revising Article 11-5 of the imple-

menting regulation of the Food Sanifation Act.

- Convert current sysiem from the quality manage- - MOHSA
ment {o sanitation, through revision of the

official book of Food and Food Additives. - December 1993




1 Areca of

Deregulation

Deregulation Measures

Agency in Charge
and Target Date
for lmplementation

Environment

{ Environment Experts >

- Relax legal provisions requiring that firms hire

an environmen! expert.

{ Waste Management >

- Reclassify “specified wastes" non-harmful to hu-

man health as “general wastes".

<{ Noise and Vibration Standards >

- Relax approval requirements on allowable noise
and vibration levels in indusirial complexes.

- HOE

- July 1993

. April 1994

- MOE
- End of 1993




Institutionalization of Administrative Reforms

=
[} ] ) —_ -
ea of Agency in Charge
.eregulation Deregulation Measures and Target Date
for Implementafion
Basic Law on |- Consider legislation of the Basic Law to do the - EPB

the Relaxa-
tion and
Rationaliza-
tion of
Government

Regulations

following:

establish the principles and critferia for
deregulation and rationalization of
government regulations;

curb the practice of esiablishing new regu-
lations, and adopt a post-evaluation system

to rationalize deregulation: and

process applications for licensing or approval
within the processing time stipulated in the

regulations, and regard the license or approv-
al as granted if processing exceeds this time

without adequate justification.

- 1994 or 1995




I, Toreign Direct Investment Related Issues

Area of
Deregulation

Deregulation Measures

Agency in Charge
and Targel Date
for Implementation

Foreign
Direct
Investment
Related

Issues

Shorten the processing time 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 1nvestmenl association’s shares.

Amend Article 27 of the FCIA so as to switch from
the current approval system to a report system in
regulating the sale of foreign capital, induced
through a public loan agreement or a commercial

loan contract, after its expiration date.

Phase out the Foreign Capital Inducement Deliber-

ation Committiee.

Revise Article 15-3 of the Presidential Decree on
the Tax Exemption and Reduction Control Law fo
eliminate the requirement that a company submit
its investment program and completion report when

filing for tax deductions on its investments.

. HOF
.March 1, 1994

March 1, 1994

July -1, 1993

March 1, 1994

March 1, 1994

.June 1993




G.  Miscellancous

{o the price of imported crude oil and
exchange rates, as a {ransition measure prior

to possible price liberalizalion, in 1994,

‘a of Agency in Charge
egulation Deregulation Measures and Targetl Dafe
for Implementation
Labor - HOL will not enforce periodical labor inspection Ministry of Labor
in 1993 in consideration of the burden imposed on | (MOL)
business. In the end of 1993, the MOL . March 1993
will make overall improvements in its inspection
systenm,
- Concerning the Job Training Law:
raise the ceiling on training expenses for - MOL
loyed kers,
emp ?ye wor er§ and . . - June 1993
abolish the regional requirement on the commi- .
ssioning of implant vocational {raining.
Technology - Lift the notification requirement on private HOST
] { busi ’ ' funds for technol develop-
velopmen usinesses Teserve ?n s ?r. ec.no ogy deve ?p End of 1993
ment, Handling of this notification process will
be consolidated under the authority of fhe
National Tax Administration.
Tourism - Amend the Tourism Promotion Act to: - MOT
relax requirements on the acquisition of - End of 1993
foreign currency by fravel agencies, and
abolish the recommendation system for coor-
dinating the atiraction of large international
conferences and four groups.-
- Liberalize the commission fee in the travel - MOT
agency service, - August 1993
Fuel Products|- Ease price regulation on domeslic pefroleun, - HOTIE
Consider linking domestic petroleun prices
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1. SUMMARY: KOREA'S ECONOMY IS UNDERGOING A DIFFICULT
TRAKSITION PERIOD CHARACTERIZED BY GROWTH AT HISTORICALLY LOW
LEVELS AND POLICY UNCERTAINTY. AFTER A DISAPPOINTING RISE OF
4.7 PERCENT IN 1992, REAL GNP IN FIRST HALF 1393 GREW BY A
MEAGER 3.8 PERCENT OVER THE YEAR BEFORE, BUSINESSMEN ARE
CONCERNED THAT ECONOMIC ACTIVITY IN THE SECOND HALF WILL BE
WEAKENED BY THE GOVERNMENT’S "REAL NAME™ DECREE OUTLAWING ALI
BANK ACCOUNTS. THAT ACT. THOUGH CONDUCIVE TO LONG TERM
EFFICIENCY, Witt SQUEEZE CREDIT FOR SMALL BUSINESSES UNLESS
THEY CAN RAPIDLY SHIFT TO INSTITUTIONAL BORROWING. THE EMBAS
PREDICTS THAT REAL GNP GROWTH IN 1993 WiLL ROUGHLY MATCH LAST
YEAR'S: TO BE FOLLOWED BY A MODERATE ACCELERATION 10 6.3
PERCENT (N 1934, BY CONTRAST, KOREA EXPERIENCED DOUBLE-DIGIT
REAL GROWTH IN THE 1386-1391 PERIOD.

2. PRESIDENT KIM IS AINING FOR A MILDLY STIRULATIVE ECONOMIC
POLICY. STABILIZATION PROGRAMS ENACTED BY FORMER PRESIDENT R
TAE %00 LOWERED KOREA'S INFLATION RATE AND NARROWED THE CURRE
ACCOUNT DEFICITS BEFORE PRESIDENT KIN TOOK OFFICE IN FEBRUARY
1933, AND THE PRESIDENT RELAXED POLICY. THE GOVERNMENT INDUC
INTEREST RATE CUTS, INCREASED CREDIT ALLOCATIONS. AND PROPOSED
ACCELERATED INFRASTRUCTURE EXPENDITURES. THE OVERALL IMPACT
PRESIDENT KIM'S PROGRAMS: HOWEVER, 1S LESS CLEAR. HIS
CAMPAIGNS AGAINST CORRUPTION AND BUSINESS CONCENTRATION. FOR
{NSTANCE, HAVE MOST PROBABLY DISCOURAGED SOME CONSUMPTION AND

INVESTHENT.

2. PRESIDENT KIM'S FIVE YEAR PLAN, RELEASED K JULY 1993,
ENVISIONS A WIDESWEEPING PROGRAM OF DEREGULATION. BUT UNTIL

> UNCLASSIFIED
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DETAILS ARE AVAILABLE. CONCERNS THAT MAKY MARKETS WILL REMAIN
REGULATED EVEN AFTER 1398 WILL PERSIST. THE U.S. GOVERNMENT.
IN CLOSE CONSULTATION WITH U.S. BUSINESSES IN KOREA: WILL
UTILIZE THE DYALOGUE FOR ECONOMIC COOPERATION {EC) 10
ENCOURAGE FULL IMPLEMENTATION OF PRESIDENT KIN'S VISION OF A
"NEW KOREA™ OF OPEN MARKETS.

3. KOREA REMAINS A DIFFICULT OPERATING ENVIRONMENT FOR U.S.
COMPANTES: WHICH WITHDREW A RECORD USD 277 MILLION IN DIRECT
INVESTMENT IN PROJECTS IN 1992, ARCANE AND OFTEN ARBITRARY T
AND FINANCING REGULATIONS PERPLEX CORPORATE TREASURERS: AND
RIGH-TECH FIRMS WORRY ABOUT PATENT AND COPYRIGHT INFRIKGEMENT
ALTHOUGH KOREA'S PROTECTION REGIME 1S IMPROVING. U.S.

EXECUTIVES CONPLAIN THAT KOREAN UNIONS MAKE SPECIAL DEMANDS 0

FOREIGN EMPLOYERS, PUBLIC HEALTH INSPECTORS SEEM SINGULARLY
FOCUSED ON FOREIGN CONSUMABLES. NONETHELESS: MAKY AMER!CANS
FIND THE KOREAN MARKET LUCRATIVE. THE ELECTRONICS: FINISHED
AIRCRAFT AND PARTS, AND MANUFACTURING PROCESS CONTROLS SECTOR
HAVE STRONG SALES POTENTIAL. PLANNED NUCLEAR POWER PLANT AND
AIRPORT INFRASTRUCTURE PROJECTS WILL PLAY TO U.S. TECHNOLOGIC
STRENGTHS.

CURRENT ECONOMIC SITUATION AND TRENDS

4. ECONOMIC GROWTH: THE KOREAN ECONONY CONTINUED TO GROW
SLOWLY IN THE SECOND QUARTER OF 1993 DUE TO SLUGGISH FACILITY

INVESTMENT AND WEAK CONSUMPTION: WITH BANK OF KOREA FIGURES
INDICATING ONLY A 4.2 PERCENT REAL GNP RISE OVER THE YEAR
BEFORE. THE FIRST HALF YEAR-OVER-YEAR GROWTH RATE OF 3.8
PERCENT IS THE LOWEST IN 12 YEARS. EXPECTATIONS BY PRIVATE
FORECASTERS THAT SECOND HALF 1993 WOULD MARK A RECOVERY FROM
THE ONGOING GROWTH RECESSION HAVE BEEN REPLACED BY ANXIETIES
THAT THE ECONOMY MAY WEAKEN EVEN MORE. SPECIFICALLY: THE
GOVERNMENT“S SURPRISE MID-AUGUST DECREE THAT USE OF PSEUDONYM
T0 DISGUISE ASSET OWNERSHIP BE DISCONTINUED BY OCTOBER 12
1393, HAS UNSETTLED FINANCIAL MARKETS. ECONOMIC OFFICIALS AN
BUSINESSMEN ARE CONCERNED THAT SMALL FIRMS: WHICH HAVE
TRADITIONALLY RELIED ON THE INFORMAL CREDIT MARKETS SUPPLIED
VIA ANOKYMOUS BANK ACCOUNTS: WILL BE SQUEEZED: IMPAIRING

SECOND-HALF GROWTH. TO FORESTALL THIS POSSIBILITY: THE
GOVERNMENT HAS QPENED EMERGENCY CREDIT LINES AND DIRECTED THE
BANK OF KOREA TO BE FLEXIBLE REGARDING MONEY SUPPLY CONTROL
NONETHELESS: SURVEYS INDICATE SPREADING INSOLVENCY PROBLEMS.
THE EMBASSY ESTIMATES THAT 1393 REAL GNP GROWTH--LARGELY
FOREIGN-SECTOR LED--WILL ROUGHLY MATCH THE 4.7 PERCENT GROWTH
REGISTERED IN 1992, AS THE ECONOMY ADJUSTS TO PRESIDENT KIN’

" POLICIES AND INVESTOR CONF IDENCE RETURNS: WE EXPECT A MODERAT

ACCELERATION OF GROWTH TO 6.3 PERCENT IN 1994, WiTH GREATER
REL1ANCE ON PRIVATE DOMESTIC DEMAND FOR GROWTH. THE GOVERNME
SECTOR WILL ALSO BOOST GROWTH IN 1934--PUBLIC SALARIES WILL B
RAISED AND PUBLIC {NVESTMENT WILL JUMP STRONGLY: MORE THAN
OFFSETTING, IN OUR JUDGMENT, THE CONTRACTIONARY IMPACT OF
HIGHER FUEL TAXES.

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

ACCOUNT DEFICIT WARROWED TO ABOUT USD 1.4 BILLION IN FIRST HA
1993 FROM USD 4.5 BILLION IN FIRST HALF 1992. THIS REMARKASL
SHRINKAGE WAS DERJVED PRIMARILY FROM TRADE FLOWS: AS CAPITAL
GOODS IMPORTS FELL DUE TO WEAK DOMESTIC FACILITY INVESTMENT A
EXPORTS: AIDED BY THE DEPRECIATION OF THE WON AGAINST THE YEN
DURING 1993, HELD UP DESPITE A MAJOR INDUSTRIAL STRIKE. KORE
HAS SUCCEEDED DURING THE 1998S IN DIVERSIFYING AWAY FROM SLOW
GROWTH OECD MARKETS IN FAVOR OF CHINA, ASEAN AND LATIN
AMERICA. THE EMBASSY ESTIMATES THAT THE CURRENT ACCOUNT
DEFICIT WILL FALL TO USD 778 MILLION IN 1993, AND COULD ACHIE

IINCTACCIFIEN

INCOMING

$865769
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6. THE LONG-TERM CAPITAL ACCOUNT REGISTERED NET INFLOWS OF U
5.1 BILLION N FIRST HALF 1993, UP BY USD 1.5 BILLION FROM A
YEAR BEFORE. THE NET INFLOW OF FOREIGN PORTFOLIO INVESTMENT
FARST HALF 1383 AMOUNTED TO USD 4.4 BILLION. UP BY USD 2.8
BILLION FROM FIRST HALF 1992. KOREA'S GROSS FOREIGN DEBT Wil
REACH AN ESTIMATED USD 45 BILLION BY THE END OF 1393. WHILE
DEBT SERVICE AS A SHARE OF EXPORTS REMAINS IN THE COMFORTABLE
!X PERCENT RANGE. NET FOREIGN DEBT: TAKING INTO ACCOUNT
KOREA’S APPROXIMATE USD 35 BILLION [N OVERSEAS ASSETS: WAS JU
UNDER USD 18 BILLION AT THE END OF JUNE 1993. KOREA'S GOLD A
FOREIGN EXCHANGE HOLDINGS HIT USD 19 BILLION AT THE END OF JU
1933: A RECORD LEVEL EQUAL TO 2.5 MONTHS IMPORT COVER

7. ECONOMIC POLICIES: PRESIDENT KIiM 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 TRE CURRENT ACCOUNT DEFICIT BY THE TIME PRESIDEN
KIM ASSUMED OFFICE N FEBRUARY 1993. ALTHOUGK SEVERAL KEY
ADVISORS URGED CONTINUED STABILIZATION: THE NEN PRESIDENT.
ALARMED BY SHARP DECLINES IN INVESTMENT SPENDING, DECIDED TO

EASE POLICY. HIS "188 DAYS™ PLAN LOWERED INTEREST RATES
INCREASED CREDIT LINES FOR BUSINESS: AND PROMISED ACCELERATED
SPENDING ON PUBLIC IKVESTMENT. PRESIDENT KIM IN LATE AUGUST
PROPOSED THAT THE GOVERNMENT FINANCE A SECOND HIGH SPEED TRAI
LINE BETWEEN SEQUL AND KWANGJU IN ADDITION TO THE USD 15
BILLION LINE ALREADY PLANNED BETWEEN SEQUL AND PUSAN. THE
DRAFT FY1934 BUDGET ENDORSED BY THE GOVERNMENT IN
LATE-SEPTEMBER 1933 PROPOSES A 13.7 PERCENT GENERAL SPENDING
INCREASE OVER THE PREVIOUS YEAR: WITH LARGE EXPENDITURE
INCREASES PLANNED FOR PUBLIC INVESTMENT, RESEARCH AND
OEVELOPMENT, AND SMALL BUSINESS SUPPORT. REVENUE PROJECTIONS
ARE MURKY BECAUSE THE GOVERWMENT (S STILL DEBATING PLANS TO
EXPAND THE TAX BASE THROUGH TOUGHER ENFORCEMENT AND
IDENTIFICATION, TO CUT INCOME TAX RATES FOR THE MIDDLE CLASS:
AND TO HIKE EXCISE TAXES IN ORDER TO FINANCE NEW PUBLIC WORKS
SOME PRIVATE ANALYSTS WORRY THAT SLOW MACROECONOMIC GROWTH 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. N ADDITION TO THE SHOCK THERAPY OF REAL NAME

ACCOUNTING: 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
NEAKENED FACILITY INVESTMENT AND CONSUMPTIOK OF GOODS PERCE|V

T0 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 PERCENTs RAISING PER CAPITA INCOMES FRON USD 6,888 IN
1992 TO USD 14,888 BY 1998, AND PROMISES A “NEW KOREA" Of

L (BERALIZED DOMESTIC AND 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 ASP{RES TO OECD MEMBERSHIP (N THE
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MID-19985, THE MINISTRIES AND THE INDUSTRIAL AND AGRARIAN
INTERESTS WHICH DERIVE POWER AND PROTECTION FROM THE OLD SYSTE
¥ILL UNDOUBTEDLY FIGHT DEREGULATION

18. 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 1392 LEVELS. THE
GOVERNMENT IS APPEALING TO BUSINESSES TO AVOID PRICE HIKES IN
1993 IN ORDER TO SHARE THE PAIN OF ADJUSTMENT. A COLD: WET
GROWING SEASOR MAY RESULT 1N A JUMP IN FOOD PRICES IN THE
LATTER PART OF 1993, BUT NONETHELESS WE EXPECT CONSUMER 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 GOVERKMENT PRESSURE TO SMOOT
THE TRANSITION T0 REAL NAME ACCOUNTING: COULD SUPPLY EXCESSIV
LIQUIBITY IN SECOND HALF 1993, THEREBY REIGNITING INFLATION
AFTER A ONE-TO TWO-YEAR LAG

1. WAGE DEMANDS: WHICH INTENSIFIED OVER THE LAST FEW YEARS
WITH THE ECLIPSE OF AUTHORITARIAN RULE, BEGAN TO MODERATE N
1993, SUPPORTING A FORECAST OF CONTAINED INFLATIOR. GOVERNME
INCOMES POLICY FOR 1993 CALLS FOR A FREEZE ON CIVIL SERVICE
SALARIES AND PRIVATE SECTOR WAGE IKCREASES OF 4.7 T0 8.9
PERCENT DEPENDING ON FIRM SIZE. K FACT, ACCORDING 70 THE
KOREAN EMPLOYERS' FEDERATION, WAGE INCREASES AT THE NATION'S
TOP THIRTY CONGLOMERATES AVERAGED JUST 3.71 PERCENT AT END
AUGUST 1983, ABOUT ONE PERCENTAGE POINT BELOW THE GUIDELINE.
AFTER THE GOVERNMENT INTERVENED ON BEHALF OF MANAGEMENT DURIN
THE HYUNDA! STRIKE IN SUMMER 1393: WORKERS THERE SETTLED FOR
BASIC PAY INCREASES OF ABOUT S PERCENT. LESS THAN HALF THEIR
INITIAL DEMAND. SETTLEMENTS ARE REPORTEDLY HIGHER FOR SMALLE
FIRMS AND THE CONGLOMERATES OFFER ADJUSTMENTS TO BASIC PAY: B
WE EXPECT WAGES TO RISE JUST UNDER 18 PERCENT ON AVERAGE (K
1993, 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, WITH WORKERS DEMANDING PROF [T SHARING
AND MANAGEMENT OVERSIGHT IN ADDITION TO OUTSIZED PAY INCREASES

IMPL{CATIONS FOR THE UNITED STATES

12. BILATERAL TRADE FLOWS AND EXCHANGE RATES: THE GENERAL

SLOWDOWN [N THE KOREAN ECONOMY IS AFFECTING DEMAND FOR U.S.
PRODUCTS.  U.S. EXPORTS TO KOREA DECLINED IN 1992 BY USD 688

“MILLION: AND WE ESTIMATE ANOTHER USD 787 MILLION DECLINE IN

1993.  THE EMBASSY PROJECTS THAT IN 1934 U.S. EXPORTS TO KOREA
WILL PROBABLY STAGNATE OR RISE ONLY SLIGHTLY. THE U.S.
BILATERAL TRADE BALANCE WITH KOREA: BASED ON KOREAN CUSTOMS

DATA, IS ESTIMATED TO SHIFT FROM A SURPLUS OF ABOUT USD 288
MILLION (N 1392 TO A USD 788 MILLION DEFICIT IN 1993

13, THE WON FELL GRADUALLY AGAINST THE DOLLAR IN 1993

BETWEEN JANUARY AND SEPTEMBER 1993 THE WON DEPRECIATED ABOUT
1.8 PERCENT AGAINST THE DOLLARs CLOSING AT 811.1 WON PER DOLLA
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 CAP{TAL GOODS SUPPLIERS
CHALLENGE JAPAN'S POSITION AS THE DOMINANT EQUIPMENT SUPPLIER
10 KOREA
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14. THE U.S. TREASURY REPORTED TO THE U.S. CONGRESS IN MAY
1993 THAT IT FOUND NO EVIDENCE OF DIRECT EXCHANGE RATE
MANIPULATION BY THE KOREAN AUTHORITIES TO GAIN COMPETITIVE
ADVANTAGE. HOWEVER, THE TREASURY NOTED THAT STRINGENT FOREIG
EXCHANGE AND CAPITAL CONTROLS FRUSTRATE THE EMERGENCE OF A
TRUELY MARKET-DETERMINED EXCHANGE RATE

15. FOREIGN INVESTMENT CLIMATE: KOREA HAS A COMPARATIVELY PO
RECORD IN ATTRACTING FOREIGN DIRECT INVESTMENT -- NEW FDI FLO

AS A SHARE OF GNP RANK ONLY NINTH AMONG ASIAN ECONOMIES, BEHI
POORER NATIONS SUCH AS MALAYSIA. INDONESIA: AND THE
PHILIPPINES. THE GOVERNMENT EXPRESSES A DESIRE FOR FOREIGN
CAPITAL AND TECHNOLOGY TRANSFER: BUT REGULATIONS REFLECT AN
HISTORICAL FEAR OF FOREIGN DOMINATION. THE DOLLAR VALUE OF
NEWLY APPROVED INVESTMENT PROJECTS IN KOREA DECLINED FROM USD
1.4 BILLION IN 1331 TO USD 988 MILLION N 1992: AKD FIRST HALF
1993 FLONS WERE DOWN ANGTHER 7.6 PERCENT FROM THE YEAR BEFORE
FDI N THE MANUFACTURING SECTOR IS ESPECIALLY WEAK. NEW U.S.
FO! IN KOREA WAS ABOUT USD 388 MILLION IN 1992, AND USD 395
MILLION (ANNUAL RATE) (N FIRST HALF 1993, MOST DISTURBINGLY
FOR KOREAN ECONOMIC DEVELOPMENT. BAILOUTS BY SEVERAL U.S.
MULTINATIONALS LED TO A RECORD USD 369 MILLION (N PROJECT
WITHDRAWALS BY FOREIGNERS IN 1992. CHRONIC COMPLAINTS BY U.S
FIRNS OPERATING IN KOREA INVOLVE RESTRICTIONS ON THEIR ABILITY
T0 FINANCE QUERSEAS, ARBITRARY TREATHENT BY KOREAN TAX
AUTHORITIES, AND VIOLATIONS OF PATENT, TRADEMARK, AND COPYRIGH
RIGHTS, ALTHOUGH IN THiS LATTER AREA THE KOREANS ARE IHPROVING
THEIR LEGAL REGIME AND BEEFING UP ENFORCEMENT.

16, THE XIM ADMINISTRATION HAS PLEDGED A MORE FORWARD-LOOKING
ATTITUDE TOWARD FDI. THE 1993 FOREIGN CAPITAL {NDUCEMENT ACT
IS DESIGNED TO EXPEDITE THE PROCESSING OF FDI APPLICATIONS AND
T0 REDUCE THE NUMBER OF SECTORS WHERE FDi 1S RESTRICTED. BUT
EVEN WHEN THE ACT IS FULLY (MPLEMENTED IN 1998: BUREAUCRATIC
OBSTACLES MAY REMAIN. FOR INSTANCE: ALTHOUGH THE MINISTRY OF
FINANCE CLAIMS THAT THE ACT WILL LIBERALIZE YHE TRANSPORT
SECTOR FOR FOREIGNERSs DOOR-TO-DOOR DELIVERIES BY FOREIGN AIR
EXPRESS SERVICE FiRMS WILL REMAIN RESTRICTED DUE TO MINISTRY ©
TRANSPORTATION REGULATIONS THAT ESSENTIALLY DUPLICATE PREVIOUS
MOF RESTRICTIONS. MOREOVER: MOF OFFICIALS HAVE CLARIFIED THAT

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

17. FOCUS ON THE DEC: THE DIALOGUE FOR ECONOMIC COOPERATION
DEC) WAS |NAUGURATED BY PRESIDENTS CLINTON AND KIM DURING
THEIR JULY 1993 MEETINGS IN SEOUL. THE DEC IS A YEAR-LONG
INTERSIVE EFFORT TO ADDRESS SYSTEMIC 1SSUES OF DEREGULATION A
-ECONOMIC COOPERATION. AT THE INITIAL MEETING IN WASHINGTON i
SEPTEMBER 1993, THE TWO DELEGATIONS DISCUSSED KOREAN GOVERNME
(NITIATIVES TO LOOSEN THE REGULATORY WEB WHICH HAMPERS FOREIG
AND DOMESTIC BUSINESSES IN KOREA; BEGAN TO FORMULATE A DEC WO
PROGRAN; AND AGREED TO MEET AGAIN N SEQUL IN OCTOBER IN ORDE
TO FINALIZE AND LAUNCH THAT PROGRAM. BOTH GOVERNMENTS EXPECT
THAT THE DEC WILL RESULT IN AN EASING OF REGULATORY BARRIERS
THE TWO ECONOMIES AND EXPANDED BUSINESS OPPORTUNITIES

18. COMMERCIAL OPPORTUNITIES: ALTHOUGH THE MACROECONOMIC 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 VCRS: COMPUTERS, AND OTHER
FINISHED PRODUCTS DEPEND ON U.S. INTEGRATED CIRCUITS, MAFER
BOARDS: AND LARGER ELECTRONIC COMPONENTS. CONTINUED EXPORT-LE
GROWTH IN KOREA'S ELECTRONIC {NDUSTRY PROMISES 10 BOOST
COMPONENT EXPORTS FROM THE UNITED STATES BY ABOUT 11 PERCENT
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ANNUALLY. KOREAR DOMESTIC DEMAND N 1392 REACHED AN ESTIMATED
USD 6 BILLION FOR SEMICONDUCTORS AND USD 7 BILLION FOR PASSIVE
ELECTRONIC COMPONENTS

19. SECOND IN PROFIT POTENTIAL ARE U.S. AIRCRAFT AKD PARTS.
FINISHED AIRCRAFT: BOTH MILITARY AND COMMERCIAL: HAVE
TRADITIOKALLY DOMINATED THIS CATEGORY, AND KOREA PLANS TO BUY
114 JET AIRCRAFT BY THE YEAR 2888. BUT COMPONENT PURCHASES
WILL BECOME INCREASINGLY IMPORTANT AS KOREA BEGINS PREPARATION
T0 ASSEMBLE F-16 FIGHTERS FOR ITS AIR FORCE. THE GOVERNMENT
HOPES TO USE THIS PROGRAM AS A SPRINGBOARD TO DEVELOP A
FLEDGLING AVIATION SECTOR, AND HAS ANNOUNCED LONG-RANGE
RESEARCH AND DEVELOPMENT PROJECTS THAT WILL BOOST INTEREST IN
LURING U.S. INVESTORS AND TECHNOLOGY PARTNERS. U.S. AIRCRAFT
AND PARTS [MPORTS REACHED ABOUT USD 1.6 BILLION IN 1982.

20.  PROCESS CONTROLS ALSO MUST BE COUNTED AMONG THE AREAS OF
GREATEST POTENTIAL. THE HOTTEST ITEMS WitL BE CIRCUIT TESTERS
FREQUENCY MEASURING APPARATIES: AND AUTO REGULATORS.

21, ONE SERVICE SECTOR ALSO HOLDS GREAT PROMISE -- TRAVEL.
THE NUMBER OF OVERSEAS TRAVELLERS HAS TRIPLED SINCE THE KOREAN
GOVERNMENT LIFTED VIRTUALLY ALL RESTRICTIONS ON PASSPORT
ISSUANCE. DESPITE GOVERNMENT CAMPAIGNS TO DISCOURAGE OVERSEAS
TRAVEL, THE NUMBER OF OUTBOUND TOURISTS IS EXPECTED TO SURPASS
3 MILLION BY 1996. NEARLY ONE IN FOUR WILL BE HEADING FOR THE
URITED STATES.

22. A NUMBER OF MAJOR PROJECTS ARE AFOOT. WHILE KOREA'S
FANTASTIC EXPORT GROWTH GRABBED THE WORLD SPOTLIGHT OVER THE
LAST TWO DECADES, (TS DOMESTIC INFRASTRUCTURE REMAINED
UNDERDEVELOPED.  THE KOREAN GOVERNMENT 1S NOW MAKING UP FOR
LOST TIME, WITH THE RESULT THAT PROJECTS ARE BOOMING.

23. TWO OF THESE PROJECTS ARE [N A CLASS BY THEMSELVES -- A
HIGH-SPEED RAIL LINE LINKING SEQUL AND PUSAN AKD A USD 13
BILLION INTERNATIONAL AIRPORT TO BE CONSTRUCTED ON RECLAIMED
SEA FLOOR OFF. THE COAST OF INCHON

24, THE HIGH-SPEED RAIL PROJECT BETWEEN SEOUL AND PUSAN 1S
ESTIMATED TO COST USD 15 BILLION. PRESIDENT KiM ANNOUNCED IN
AUGUST 1993 PLANS FOR A SECOND LINE BETWEEN SEOUL AND KWANGJU
WHICH COULD COST BETWEEN USD 1.2 BILLION AND USD 8.5 BELLION
DEPENDING ON THE EXTENT OF TRACK OVERLAP WITH THE SEOUL-PUSAN
LINE. KOREA HAS SELECTED EUROPEAN TECHNOLOGY FOR THE
ROLLING-STOCK: BUT U.S. FIRMS SHOULD LOOK INTO COMMUNICAT(ONS
AND SIGNALLING PRODUCTS

25. THE USD 4.7 BILLION FIRST PHASE OF THE INTERNATIONAL
AUS.
ARCHITECTURAL CONSORTIUM HAS ALREADY WON THE CONTRACT FOR
TERMINAL DESIGN. OTHER U.S. CONPANIES SHOULD LOOK AT PEOPLE
MOVER SYSTEMS: AIRPORT SECURITY. BAGGAGE HANDLING SYSTEMS: AND
AIR TRAFFIC CONTROL SYSTEMS

6. OTHER MAJOR PROJECTS OF INTEREST: USD 3 BILLION A YEAR
FOR THE CONSTRUCTION OF ONE NUCLEAR AND ONE-AND-A-HALF
COAL-FIRED POWER PLANTS PER YEAR TO THE YEAR 2888 USD 1.2
BILLION TO BOOST EXISTING LNG TERMINAL CAPACITY AND CONSTRUCT
KATIONWIDE PIPELINES: USD 12 BILLION FOR SUBWAY CONSTRUCTION |
FIVE SEPARATE CITIES: USD 28 BILLION FOR NEW EXPRESS HIGHWAY
CONSTRUCTION: AND USD 18-USD 28 BILLION FOR SEAPORT EXPANSION

21, THOSE SEEKING MORE IMMEDIATE INFORMATION OK KOREAN MAJOR
PROJECTS AND PROMISING MARKET PROSPECTS SHOULD REFER TO THE

NATIONAL TRADE DATA BANK (NTDB), UPDATED MONTHLY BY THE U.S.
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DEPARTMENT OF COMMERCE. ([NCLUDED ARE PER1ODIC: EIGHT TO TEN
PAGE ANALYSES OF BEST MARKET PROSPECTS FOR SPECIFIC SECTORS, A
WELL AS CAPSULE SUMMARIES OF BREAKING ECONOMIC NEWS. MANY OF
THESE REPORTS ARE PREPARED BY THE EMBASSY'S ECONOMIC AND
COMMERCIAL SECTIONS.

28, THE U.S. EMBASSY IN SEOUL PRODUCES THE FOLLOWING REPORTS
PERIODICALLY:  INTELLECTUAL PROPERTY RIGHTS PROTECTION-KOREA
{NVESTHENT CLIMATE STATEMENT-KOREA. AND LABOR TRENDS IN THE
REPUBLIC OF KOREA

29. THE COMMERCIAL SECTION ALSO PRODUCES THE AMERICAN BUSINES
IN KOREA GUIDE AND DIRECTORY: PUBLISHED ANNUALLY BY THE
ASSOCIATION OF FOREIGN TRADE AGENTS OF KOREA. OTHER REPORTS
{NCLUDE: COUNTRY MARKETING PLAN FOR KOREA, PUBLISHED ANNUALLY
IK COOPERATION WITH THE FOREIGN COMMERCIAL SERVICE: AND
OVERSEAS BUSINESS REPORTS -- MARKETING (N KOREA, PUBLISHED
PERIODICALLY THROUGH THE GOVERNMENT PRINTING OFFICE (GPO)

38. AGRICULTURE: AGRICULTURE 1S A SECTOR WITH SPECIAL
CHALLENGES AND OPPORTUNITIES. U.S. FARM SALES TO KOREA AVERA
ABOUT USD 2.5 BILLION PER YEAR -- 14 PERCENT OF TOTAL U.S
EXPORTS. UNITED STATES FARM PRODUCTS ARE GENERALLY WELL
RECEIVED BY KOREAN CONSUMERS. HOWEVER, U.S. AGRICULTURAL
PRODUCTS STILL FACE MANY BARRIERS IN THE KOREAN MARKET
INCLUDING HIGH TARIFFS, DISTRIBUTION RESTRICTIONS: AND OUTRIGH
BANS. FOR EXAMPLE, ALTHOUGH KOREA 1S A RELATIVELY LARGE BUYER

OF SOYBEANS:, SOYBEAN OILS ARE EXCLUDED BY DISCRIMINATORY
TARIFFS. MANY FRUITS AND VEGETABLES ARE ALTOGETHER EXCLUDED
FROM THE MARKET, AND ACCESS FOR BEEF AND OTHER FRUITS IS
UNACCEPTABLY RESTRICTED. THE RICE MARKET REMAINS CLOSED,

31, 1IN 1992-1993 KOREAN HEALTH AND CHEMICAL INSPECTION
PROCESSES EMERGED AS MAJOR MARKET ACCESS BARRIER. KOREAN
TESTING, LABELLING, AND COUNTRY OF ORIGIN REGULATIONS TEND 10
BE BURDENSOME AND NONTRANSPARENT. KOREAN TESTING METHODOLOGY
IS OFTEN NOT UP TO WORLD STANDARDS. SH{PMENTS OF U.S. WHEAT:
ONE OF THE MOST IMPORTANT U.S. AGRICULTURAL PRODUCTS IN THIS
MARKET, HAVE BEEN HELD UP IN DISPUTES OVER KOREAN TESTS THAT
SHOW HIGH LEVELS OF PESTICIDE RESIDUES. DESPITE THE
INTERVENTION OF PRESIDENT CLINTON DURING HIS JULY 1333 VISIT,
SEVERAL SHIPMENTS OF HIGH-QUALITY U.S. WHEAT WILL EFTHER BE
SOLD AS ANIMAL FEED; TURNED INTO PASTE. OR NOT SOLD AT ALL AS
RESULT OF THIS DISPUTE

32. KOREA HAS REMOVED OUTRIGHT BANS ON SONE AGRICULTURAL
PRODUCTS AS PART OF [TS GATT/BALANCE OF PAYMENTS OBLIGATIONS:
BUT THE GOVERNMENT NOW SEEMS INCLINED TO STOP OR AT LEAST
DRAMACTICALLY SLONW THE PACE OF LIBERALIZATION. IF SEOUL DOES
INDEED HONOR THE BALANCE OF PAYMENTS EXERCISE: AND COMMITS TO
OTHER TRADE CONCESSIONS AS PART OF THE CONCLUSION OF THE
URUQUAY ROUND: NEW OPPORTUNITIES FOR U.S. FARM SALES COULD
EMERGE.

33, ACCOMPANYING TABLES ARE BEING SENT VIA DIRECT ELECTRONIC
TRAKSMISSION TO EAP/K AND THE KOREA DESK AT COMMERCE

QKARTMAN///
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E.O. 12356: N/A

TAGS: ECON ETRD EAGR ELAB EFIN TSPL KS
SUBJECT: initial u.s.
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 dec plenary
meeting, embassy is requested to deliver to appropriate
rokg officials para 4 non-paper containing the
preliminary usg response Lo rokg proposals for topics to
be pursued under the dialogue for economic cooperation
(dec). Each of these topics is included in the draft
agenda outlined in para 3 of ref b. Embassy may draw on

CEA-01
DOEE-00
H-01
L-03
OMB-01
TRSE-00

Responses to rokg dec workplan proposals



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 dec. 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.

0 as assistant secretary tarullo noted in his recent
letter to assistant minister sun, we believe that
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issues on which we have ongoing discussions should
be referred to existing groups in order to avoid
confusion.

0 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 dec 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
dec, 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 1s 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 dec. 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

page 05 state 315366 152046z
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
discussions in the uruguay round. 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 dlscuss 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 dec 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. 1In
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 dec. We
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also propose to ask the trade subgroup to consider
formation of a standards subgroup 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
requlations 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
requlations 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 for damages caused by he delays
in administrative reviews. We note that if a
review i1indicates 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.



Q5:
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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.

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

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
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