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Comments and Questions from member economies

on the IAP Study Report for Korea 2007
Australia

Chapt 1: Tariffs 
1.
At the Peer Review session, Australia proposes to question Korea on its tariff policies, including on:

· agricultural tariffs;
· import quota arrangements; 
· trade impacts of the special consumption tax on motor vehicles.
Chapt 3: Services

We would like to thank Korea for its fulsome and helpful answers to our earlier questions on services.  Korea’s answers provided us with sound insights into the liberalisation of services sectors of interest to Australia.  Following the Study Report’s circulation and the finalisation of the Korea-USA FTA, we have some further questions.

2.
The Study report notes (p5) that Korea’s “service sector has been experiencing a rapid opening up, both multilaterally and bilaterally with the US”.  Australia would be grateful for an explanation of Korea’s approach to multilateralising the services commitments it negotiates bilaterally in FTAs to the wider APEC – and WTO - membership.  In addition, when can other APEC – and WTO – members expect to benefit from the concessions offered bilaterally or plurilaterally to trading partners under FTAs, and under what conditions?

3.
We note the Study Report (p13) refers to Korea introducing a ‘step-by-step’ liberalisation initiative in legal and accounting services where the need to enhance competitiveness through liberalisation is apparent.  We would be grateful for an explanation of what this step-by-step liberalisation initiative is.  In addition, we would be grateful if Korea were to advise what other professional services sectors will be subject to liberalisation initiatives.

4.
What is Korea’s response to the Study Report’s observation (p27) under legal services that an extension of the preferential treatment covered under the Korea-USA FTA would be another desirable option?  International business sentiment seems to view restrictions in this area as having a negative impact on foreign investment inflow into Korea.

5.
Australia would appreciate advice also on:

· how Korea's Tourism Promotion Act operates and how the standards are set by the Act enforced?

· What progress has Korea make in liberalising its gas market?  What are Korea's future plans and timelines for liberalising its gas market?

6.
Korea is recognised as having a major maritime industry with some of the world's leading ports, shipping companies and shipbuilding industry.  However, we note that this sector has not been covered in Korea’s IAP.  Australia would appreciate a presentation on Korea’s shipping and maritime services policies.
Chapt 5: Standards and Conformance

7.
Korea has made substantial progress in developing action plans to harmonize its vehicle standards with international regulations and to make provision for mutual recognition of the associated testing and conformance processes.  Korea also chairs the Vehicle Standards Harmonization Group within the APEC Transportation Working Group.  However, there is no reference to this work in Chapter 5 of the IAP, which outlines Korea’s approach to standards and conformance, and Australia would appreciate a short presentation on it.

RTAs and FTAs

Korea-Singapore Free Trade Agreement

8.
We note that 946 tariff lines have been excluded from liberalisation by Korea under this agreement.  Can you please advise:

· What volume of trade do these excluded tariff lines represent, and

· Are there plans to liberalise the excluded tariff lines in the longer term (ie, later than 10 years)?

Korea‑United States Free Trade Agreement 

9.
Based on the summaries available at the time of writing, Australia notes that in the Korea‑United States Free Trade Agreement Korea appears to have:

· allowed US operators to own up to 100 percent of any telecommunications enterprise in Korea, including facilities‑based enterprises;

· provided US operators with cost-based access to the services and facilities of dominant Korean phone companies, including their submarine cable stations; and

· agreed to safeguards on regulatory restrictions on telecommunications operators’ technology choice.

Does Korea have plans to multilateralise these commitments?

10.
Korea has pledged to provide comprehensive assistance to its agricultural sector and other industries adversely affected by the Korea-US Free Trade Agreement.  

· Could Korea indicate what adjustment pressures it expects to be generated by the FTA and what assistance will be provided, particularly for the beef and dairy sectors?

· Will Korea seek to ensure that additional domestic assistance measures are balanced by the trade liberalising effects of the FTA, particularly in the agriculture sector?
11. Could Korea confirm the statement from the US delegation that under the KORUS FTA Korea will eliminate all tariff and non-tariff barriers applying to agricultural products?

Canada

Chapter 1: Tariffs. (Question 45, page 83) Korea notes that it “has a plan to reduce or remove gradually the flexible tariffs in line with the reduction of tariff rates resulting from DDA and FTA negotiations and the necessity to enhance transparency and predictability of the tariff rate policy.” Would Korea please elaborate on how it intends to “reduce or gradually remove” its adjustment duties and autonomous tariff quota’s?  Does Korea intend to cease use of adjustment duties and autonomous tariff quota’s?  If so, can it provide Canada with a timeframe of how and when this might occur?  Would this occur on an MFN basis?

The Report notes that "Korea is a member of the Asia-Pacific Trade Agreement (the former Bangkok Agreement) and provides tariff preferences on 726 items to five economies under its provisions" and that, under its GSTP program, "Korea grants tariff preference on 89 items to 49 least developed economies".  Can the Government of Korea provide an indication and a schedule of its plans to extend "duty-free, quota-free" treatment across all tariff items to all LDC members, in a manner similar to that of other OECD Members, and in accordance with the provisions of the Doha Declaration (paragraph 42) and the Decision on Measures in Favour of Least-Developed Countries reached at the 6th Ministerial meeting in Hong Kong?   

Chapter 3: Services Sector. Canada takes note of the reference to the rapid opening up of Korea’s service sector with great interest.  We look forward to seeing this liberalization reflected in Korea’s next WTO GATS offer.

While Canada has taken note of Korea's efforts to liberalize its services regime, we also note that many sectors remains closed or offers limited market access opportunities for foreign service providers.   For example, with respect to environmental services, for CPC 9401, 9402, 9406 and 9409, Korea has carved out all activities except for the following: 
9401: Only collection and treatment services of industrial waste water under CPC 9401

9402: Only collection, transport and disposal services of industrial refuse under CPC 9402.

9406*, 9409*: Only environmental impact assessment services under CPC 9406 and 9409.

 

Could Korea expand its response to question 50 with a view to indicate its sectoral sensitivities to liberalization and whether improvements are likely to result as part of its commitments in the Doha Round in respect to services?  

Trade Policy: While we appreciate Korea’s response to 15 on Trade policy, we have a follow-up question.  In light of the General Principle of non-discrimination contained in the Osaka Action Agenda, could Korea please explain its approach and rationale with respect to the application of the most-favoured -nation treatment in the context of its bilateral free trade agreements. In this regard, we have noted that in the context of the Korea-Chile FTA and the Korea-Singapore, there is no application of the MFN provision.      

We note that the IAP Study Report for Korea says that in the United States – Korea Free Trade Agreement, Korea has improved upon its WTO commitments on services, and provided meaningful market access commitments that extend across virtually all major service sectors.
While Canada understands the importance of having strong ties with regional trade partners it has become increasingly apparent that many WTO Members have made service sector commitments in their regional and bilateral free trade agreements that go well beyond their existing GATS Schedules and, in many cases, beyond their GATS offers tabled during the Doha round.  This would seem to indicate that there are certain Members who maintain “gaps” between their GATS commitments and their regulatory status quo.  

Would Korea therefore provide detail with respect to the relationship between the services commitments it has made in its regional and bilateral free trade agreements and its GATS commitments and offers?  Would Korea also provide details on additional commitments it plans to take in its GATS schedule where it has already made commitments in its bilateral FTAs?

Business Services: Legal.  The IAP Review states that the Korea-US FTA stipulates that Korea open up its market on a step-by-step basis to permit foreign (U.S.) lawyers to provide foreign legal consultancy services. 

Will the new regulations also permit foreign lawyers and law firms to establish a law firm or office (other than a representative office) in Korea? 

Will commercial association with, or employment of local lawyers with Korean qualifications, be permitted when the new regulations are in place?

Will the new regulations also apply to foreign (U.S.) patent attorneys? Will there be any changes to Korea's Patent Attorney Act as a result of the conclusion of the FTA with the U.S.?

Business Services:  Accounting.  The IAP Review reports that "Under the Korea-US FTA (agreed upon on 1 April 2007), foreign (that is, US) accountants shall be allowed step by step to operate in Korea."  

Would Korea please elaborate on the new regulations for this sector that will be in place as a result of the Korea-US FTA that will allow foreign (U.S.) accountants to provide accounting services in Korea? Will this regulatory change take the form of a new Act, or an updated version of the current Act regulating accountants in Korea? If the current Act will be changed, what amendments are being considered?

Will the new regulations also apply to foreign (U.S.) tax accountants? Will any changes be made to Korea's Certified Tax Accountant Act as a result of the conclusion of the FTA with the U.S.? 

Once the foreseen regulations are in place, is Korea considering extending this preferential treatment to other countries in the context of the WTO GATS negotiations?

Business Services: Engineering. The IAP Review indicates that there are no limitations on local commercial presence for construction enterprises providing engineering services (also making reference to Korea's commitments under Mode 3 of the GATS). 

Would Korea please indicate whether a foreign engineer is required to establish an office in Korea in order to provide engineering services?

Business: Other Professional Services.  The IAP Review states "While mutual recognition of license for veterinary medicine is not provided..."

Would Korea please clarify this statement - does this imply that mutual recognition agreements on the licensing of veterinarians are not permitted in Korea?

Tourism and Travel related services:  With respect to Korea's GATS commitments and revised services offer to supplement information on page 30 of the IAP Study Report (as of May 9, 2007):

In terms of hotel and restaurant services (including catering), Mode 1 is unbound. Would you please clarify why cross-border delivery of services is not currently feasible in Korea? Given the development of, and advances in telecommunications infrastructures, hotel and restaurant services can now be delivered without having to be physically present. Computer-based or on-line reservations and bookings for hotels and restaurants are widely popular. Consulting on matters relating to hotel and catering matters can also be undertaken through the internet.

We have noted that Korea does not currently have any commitments in respect of beverage serving services for consumption on the premises. However, we note from Korea's revised services offer that it will take commitments in respect of beverage serving services without entertainment. Would Korea please explain why rail and air transport related facilities are excluded from these proposed commitments?

To note: In respect of Korea's Responses to IAP Questionnaire (as of January 31, 2007), page 99 lists a question from Mexico as it relates to tourism and travel-related services. The response on page 100, however, relates more to a Recreational, Cultural and Sporting Services question, which is missing in the document. The actual response to Mexico's question appears to be the one reflected in the IAP Study Report (page 30).

Chapter 7: Korea’s General Approach to Intellectual Property Rights in 2006 – General Policy Position.  Korea indicates in its report that [t]he Trademark Act was revised on December 31, 2004, to protect geographical indications as a collective mark.”  Canada would be grateful if Korea could provide more information on how the system to protect geographical indications works and whether any changes are foreseen.

Chapter 11: Implementation of WTO Obligations / Rules of Origin. Beyond the matter of Korea's application of Rules of Origin in bilateral agreements, can the Government of Korea provide an indication of how they ensure that preferential rules of origin applicable to imports from LDCs are transparent and simple, and contribute to facilitating market access?

Original Questions Submitted:
Chapter 3: Services; Improvements in Korea's Approach to Trade in Services since 1996: Temporary Entry and Stay of Service Providers.  

We find coverage of the Treaty Trader (D-9) visa somewhat confusing. The phrase "foreign professionals who desire to carry on an enterprise or to participate in trade and other commercial enterprises after founding their companies in Korea" would appear to imply that traders must establish a business in Korea. The second part indicates that the category includes "foreign citizens who wish to work for private or public organizations in Korea in order to install/repair import machinery", etc. "or to supervise building ships and industrial plants".  This would seem to imply that after-sales service is covered by the D-9 visa.  Would Korea please further clarify the nature of the services covered by the D-9 category?  

Chapter 3 (f): Environmental Services 

Is Korea open to the provision of environmental services by foreign service providers for all sub-sectors? Can foreign service providers provide environmental services on a cross-border basis?

Chapter: Transparency
Korea provides that it "has tried to ensure that all laws, regulations and related procedures are available to the public".  Please provide clarification as to the extent of Korea's efforts in this regard.

 

As a general comment, we note further that Korea refers to 10 complaints that it has filed, and has responded to 10.  The WTO website currently places Korea as having launched and responded 13 complaints, respectively.

Chapter 7: Korea’s General Approach to Intellectual Property Rights in 2006 TRIPS Implementation
Canada has introduced an access to medicine regime which permits the authorization of compulsory licenses in accordance to Article 31bis of TRIPS.  Canada is currently in the process of reviewing our regime.   We would be grateful if Korea could provide more information regarding the amendments which it made to its Patent Act to permit the authorization of compulsory licenses in accordance with Article 31bis of TRIPS.

Chapter 7: Korea’s General Approach to Intellectual Property Rights in 2006 – Ensuring Expeditious Granting of IP Rights   

Korea indicates in its report that “[i]n 2004, the Copyright Act was amended to provide ‘Interactive Transmission Rights’ to performers and producers of phonograms as well as copyright holder”.   Canada would be grateful if Korea could provide more information regarding what is meant by “Interactive Transmission Rights”.  

Chapter 7: Korea’s General Approach to Intellectual Property Rights in 2006 – Ensuring Expeditious Granting of IP Rights   

Korea indicates in its report that “[i]n 2005, the Ministry of Culture and Tourism (MCT) has amended the Enforcement Decree of the Copyright Act to facilitate the use of copyrighted works in the digital environment.”  Canada would be grateful if Korea could provide additional information as to how the amendments facilitate the use of copyrighted material in the digital environment.

Chapter 8: Competition Policy

Regarding the “Revision to the Guideline on Reviews of Abuse of Market Dominance” (page 6), please elaborate on the revisions indicating the competition law rationale for the changes? What have your experiences been to date in these areas?  
With regards to the MRFTA containing provisions on the ban on cross-shareholding and cross debt guarantee (page 20), please advise what has been the impact to date of the bans on cross-shareholding and cross debt guarantee, the ceiling on total amount of shareholdings in other domestic companies, and restriction on the exercise of voting rights by financial/insurance companies belonging to large business groups. Is the MRFTA sufficiently robust to effectively and meaningfully address these issues? Do these ownership structures continue to pose a threat of abuse in certain sectors? What are the remaining Chaebol issues to be dealt with? 

Has the Korea Fair Trade Commission (KFTC) conducted an ex-post assessment of the Clean

Market Project? What has been the follow up to the project? Have there been changes in the

relationship between the KFTC and regulators?  

 
Hong Kong, China

Chapter 4: Investment 

1. We note the expert's overall assessment that Korea has adhered to the MFN principle in its investment policy, and committed to further liberalization of remaining restricted sub-sectors. We look forward to substantive liberalization actions to be taken by Korea. 

2. Grateful if Korea could elaborate on the 'extension of liberalization provisions in FTAs" to APEC economies as appeared in its reply to Question 82 in the Experts' report (page 103). 

Chapter 5: Standards and Conformance

3. We note the efforts of Korea in aligning Korean standards with international standards. We also note that Korea is already a member of the mutual recognition arrangements of various specialist regional bodies. We look forward to continuing and increasing alignment of Korean standards with international standards.

Chapter 6: Customs Procedures

4. The adoption of electronic technology to facilitate document clearance, the operation of a "single window" system for handling imports and the widespread use of electronic clearance procedures as described in the Report are highly commendable and can serve as a good reference for Customs Administrations. 

5. We note that a unified e-trading infrastructure is currently under construction and the Super-web system was introduced.  We would like to obtain more information on the two items for reference. 

6. We note that the Korea Customs Service has developed a roadmap for integrity.  We would like to know more details about the "roadmap for integrity".  Is there any benchmarking exercise or use of monitoring tools, like performance indicators included in the roadmap? 

Chapter 8: Competition Policy
7. We note that Korea is making efforts to strengthen institutions to promote and protect fair business competition (including legislative reform) and to build organizational capacity on enforcement.  Such efforts are conducive to achieving the APEC goal of enhancing competitive business environment in the region.

Chapter 12: Dispute Mediation

8. We appreciate that Korea is a staunch supporter of the WTO dispute settlement system, and its firm belief that the latter should be used as the main mechanism for resolving disputes with its trading partners.

RTAs/FTAs

9. We note that Korea attaches importance to multilateral liberalisation.  We also note from the Study Report that Korea aims to become a major FTA hub through proactive FTA negotiations.  We recognise that high-quality FTAs consonant with WTO provisions could help facilitate the promotion of the multilateral trading system (MTS) and accelerate the attainment of the APEC Bogor Goals of free and open trade and investment.  Nevertheless, we believe that the MTS can be complemented but not substituted. We hope that the attention of WTO members would not be distracted away from the Doha Development Agenda negotiations.

Japan

(General)

1. In Korea’s response to Question 11 of the IAP Questionnaire, Korea mentioned “more than 90% of all import and exports according to tariff line” in connection with the degree of liberalization in bilateral FTAs while Korea, in the paragraph 1 of Annex 2 to the Korea ASEAN FTA, employed trade volume as well as tariff line in order to define the maximum ceiling (10%) of its Sensitive Track. What is Korea’s position on whether tariff line or trade volume would be appropriate to measure the degree of liberalization in the bilateral FTAs?　
(Reference: Quoted question and answer)

Q11: What proportion of Korean imports and exports would receive preferential access once the agreements already concluded come into effect and assuming also the successful conclusion of those FTAs under active negotiation?

A:   With respect to the degree of liberalization in bilateral FTAs Korea aims to achieve liberalization in substantially all the trade as referred to in GATT Article 24. More than 90% of all import and exports according to tariff line would receive preferential treatment.

(Reference: the paragraph 1 of Annex 2 to the Korea ASEAN FTA)

The number of tariff lines which each Party can place in the Sensitive Track shall be subject to a maximum ceiling of:

(i) Korea and ASEAN 6: 10% of all the tariff lines and 10% of the total value of imports from Korea or from the ASEAN Member Countries as a whole, as appropriate, based on 2004 trade statistics;

(Services)

2.  In audio visual Colum of the chapter 3, Communication services, it is stated that "The number of channels possible for retransmitting foreign broadcasts was increased from 10% to 20% of total operating channels in 2006".
1) Japan would like to clarify whether the number of channels possible for retransmitting foreign broadcasts is regulated by certain domestic laws and regulations or not.  If so, please specify the names of the laws and regulations, and articles pursuant to this measure.
2) Japan would appreciate it if Korea could elaborate outline of the regulations and plans for further deregulation.　
3. We would like to know the reason why there is no IAP for Maritime Transport sector though there are IAPs for all the other modes. We request Korea to make IAP for Maritime Transport sector as well. 
(Government Procurement)

4. The Report points out, ‘foreign investment in the government procurement market is constrained and probably in decline’ (P46). What is Korea’s view on this assessment and how does Korea think it can enhance the openness of the government procurement market to foreign suppliers?　
5. Japan commends that Korea is a pioneer in terms of the introduction of e-procurement known as KONEPS. Could you share with us the difficulties Korea has faced in advancing and operating the e-procurement system? 

Mexico

1. Mexico would like to know how does Korea manage to reach a balance between the government decision to negotiate an FTA and the social impact that this implies? Could Korea further explain on the assistance programme to support those industries which are affected by trade liberalization?

2. According to Korea, what are the reasons behind the fact that its government procurement market has a very reduced participation of foreign operators?

3. Regarding the outward processing zone (OPZ) provision negotiated under the Korea-US FTA, could Korea further elaborate on:

· The kind of sectors/products covered by this provision

· The type of rules of origin foreseen for such products

· The verification mechanism applicable to OPZ products to ensure origin compliance

Chinese Taipei

Q1.

The IAP study report pointed out that Korea’s economic growth is expected to slow down from 4.76％ in 2002-2006 to 4.5％ in 2007, partly because of a slowdown in the growth rate of consumption and exports. What type of policies will your government implement to boost the engine of economic growth?

Q2.

Korea’s rapidly aging population and low birth rate will affect its labor supply, savings, consumption, and economic growth. Does Korea have any quantitative assessment of the demographic shift that can be offered to other APEC member economies that have similar situations?

Q3.

What are the main obstacles that the Korean government has encountered in promoting the liberalization of core regulations? Have these problems been solved satisfactorily?

Q4.

Several of our industrial associations have indicated that the import tariff that Korea imposes on some imported goods is too high. For instance, the tariff on green tea is 513.6% and on non-green teas is 40%. We would thus like to ask whether Korea is considering lowering tariff on imported goods for which the present applied rate is higher than 8%, or whether there exists plans to lower import tariff.

Q5.

How would Korea’s trade policies be set in order to give priority consideration for or to meet the requirements of WTO, FTA agreements, and the APEC Bogor Goals?

Q6.

Since one of Korea’s FTA policies is to sign FTAs with large, advanced economic blocs and emerging markets, how does Korea view and evaluate the FTAAP?

Q7.

In the experts’ “IAP Study Report—Korea 2007,” p. 130, under the 3rd point of “Health Related & Social Services,” in the 3rd paragraph, Korea provides the reply, “…we have submitted a DDA reservation list in which areas that can be liberalized are specified.” What is meant by “DDA reservation list” ?

Q8.

We note the IAP’s reference to Korea working to increase the scope of incentives for investment, and that the MOIC is in the final stage of approving a list of incentives, which includes measures such as cash grants for companies, financial support for foreign workers, etc. Please explain the policy rationale for Korea providing incentives to attract investment. Will Korea consider promoting it as an important measure for attracting foreign investment to be employed by all APEC member economies? If so, how can Korea avoid the possible misallocation of resources, and what is the possibility of this measure becoming an APEC-wide race on incentives?
Q9.

In the 4th Chapter, the last paragraph on page 32 stated "Under the FIPA, unless otherwise provided in other laws, foreign investors and foreign invested companies are accorded equal treatment to the nationals or corporations of the Republic of Korea." Please provide more details about these "other laws”

Q10.

If a shipment of counterfeit or pirated goods has been identified, we wish to know whether the Korea Customs Administration provides on request to the rights owner the information concerning the shipper, exporter, importer and the quantity of counterfeit or pirated goods. If the answer is positive, what are the legal provisions for doing so?
Q11.

Ref: Chapter 8, pp. 42-43

The report, besides mentioning the reform of business groups’ownership and management structure, also mentions two policy items: the equity investment limit in domestic companies and the monitoring of intra-group transactions. However, the report does not refer to the empirical effect of facilitating competition via implementing the above measures. Since the measures are related to industrial policy, we would like to suggest that further explanation be provided on how the KFTC will handle conflicts between competition policy and industrial policy.

Q12.

Chapter 10: Deregulation/Regulatory Review

Firstly, on Page 46, it is mentioned that the Basic Act on Administrative Regulations (BAAR) provides the legal basis for conducting RIA (Regulatory Impact Assessment) for any proposed regulation or ordinance, and that 8 elements need to be addressed in an RIA. We would like to know whether or not there is some sort of “model template” being developed for writing such an RIA report? It seems to us that any one of the 5 so-called conditions (on Page 48) would trigger the mandate for undertaking an RIA, and that if this is so, the fifth condition on the list might often involve a lot of value or priority judgments. How would that help in deciding matters?

Secondly, in terms of institutional arrangements, on Page 48, it is said that the RRC (Regulatory Reform Committee) and RRTF (Regulatory Reform Task Force) complement each other under the direction of the Prime Minister. We would like to know in what way do the two agencies complement each other? In other words, the division of labor between the two agencies is not that clear. Meanwhile, it is said that the RRTF focuses on practical problems encountered by firms, especially those “bundle issues” involving cross-agency responsibilities. However, the BDRC was also set up as a one-stop solution to take care of complaints and regulatory proposals from businesses. How do they differ from each other in terms of jurisdiction? What is the main function of BDRC?

What plans, if any, are being made once the operations of both agencies (RRC and RRTF) expire in 2008? Why there should such an expiration be imposed? After 2008, which government agency would be the oversight entity for the RIA process?

Finally, on Page 47, it is mentioned that the Internet is used extensively to improve access to regulations. We would like to know whether or not the RIA process has also been facilitated via a website that is open to the general public as well as foreign businesses?

Thailand

1. IAP Chapter 3 (a:4): Business Services: Engineering

Under this heading, Korea only provided information related to construction engineering services. Can Korea please provide information regarding other engineering services such as electrical engineering, electronics, industrial engineering or mining, in particular, whether or not the conditions or limitations on investments and qualifications of service providers differ from those governing construction engineers? If so, could Korea provide further information regarding requirements in these areas?

2. IAP Chapter 3 (j): Recreational Cultural and Sporting Services

Under Operational Requirements for this service sector, Korea states that current entry requirements do not permit foreign business operators of daily newspapers, news agencies and broadcasting stations in Korea. In this regard, could Korea please clarify whether these services are state-run monopolies or does Korea also allow the Korean private sector to operate such businesses? 

United States

Section 2:  Developments since last IAP

1. Page 8 of the report states that “Korea’s aim is to develop an innovation driven economy where new technologies and creative talents are the engines of future economic growth.”  However, Korea recently has undertaken efforts to sharply curtail expenditures on innovative pharmaceuticals and medical devices under its National Health Insurance (NHI) system, removing the incentive for Korean companies to develop innovative medicines of their own and negatively affecting the ability of international research-based health technology providers to sell into the Korean market.  What are Korea’s plans regarding including pharmaceuticals and other medical technologies in its drive to develop an innovation-driven economy?  How will Korea strike an appropriate balance between the desire to curtail health care expenditures as its population ages rapidly and the desire to reward innovative medicines with appropriate reimbursement?

Chapter 5 – Standards and Conformance:

2. On page 35 one of the goals listed for the second National Standards Plan is to “remove technical barriers to trade by improving the national conformity assessment system.”  What are the improvements that are being envisioned?  Are there specific sectors being targeted for improvements, or is the entire system being improved?

3. We appreciate the information provided regarding Phase I of the APEC MRA for Conformity Assessment of Telecommunications Equipment. Could Korea also provide information on Phase II? 

Chapter 8 – Competition Policy

4. The discussion of competition policy states that the Korea Fair Trade Commission (KFTC) establishes “fair business practice” between large and small-and-medium sized enterprises (SMEs) through a policy of creating an environment where they are encouraged to cooperate.  How does this enforcement policy fulfill the Bogor goal of enhancing the competitive environment to increase consumer welfare?  Is this policy separate and distinct from the other four policies listed in the report that are aimed at “securing consumer benefits?” What factors does the KFTC evaluate in determining whether a business practice is “fair”?

Chapter 9 -- Government Procurement

5. We are interested in the reference in the report to seeking “active involvement of the international contract dispute mediation committee”.  Please explain the role and authority of this committee.  Is it an impartial body that is independent of the procuring entities?
U.S. Comments 

Korea-US Free Trade Agreement

It should be pointed out in this section that the KORUS FTA is by far the most comprehensive FTA that Korea has ever entered into, covering a much wider range of agriculture and services sectors than previous Korean FTAs while also addressing numerous non-tariff measures.
Corrections and Discrepancies

1. Korea-US Free Trade Agreement --  Correction: Regarding U.S. access to Korea’s agricultural market, the United States Trade Representative’s summary of the agreement indicates the following correction to the Study Report should be made on page 13, under the bullet point for agriculture:  

· agriculture:  Tariff rate quotas for such products as skim and wholemeal [should be whole milk powder], cheese …

2. Correction: On page 13, the report states that under the US-Korea Free Trade Agreement “the US also agreed to eliminate tariffs over three years for passenger vehicles larger than 3,000 cc over five years.”   The words “over five years” should be deleted, as to reflect the agreement accurately and clearly.
3. Correction: On page 14, in the 12th bullet point describing expanded access to government procurement, recommend specifying that the “government procurement agreement” stated is the WTO Agreement on Government Procurement.

4. Assessment of Korea’s IAP (Chapter by Chapter) (Page 18) – Discrepancy: In “Chapter 1: Tariffs” the paragraph above Table 1-1 (Summary of Korea Tariffs) states that “the simple average applied tariff for agricultural products in 2004 was 47.9% .” This ostensibly does not agree with the number in the chart which is 51.6%;   51.6% is in line with the 52% that the United States understands to be accurate.

5. Outward Processing Zone (OPZ) (page 13): The text currently overstates the language in the US-Korea FTA.  “The two countries will establish a Committee on Outward Processing Zones on the Korean Peninsula and designate such zones at a later date. This provides a foundation for enabling goods produced in certain areas of North Korea such as the Kaesong Industrial Complex to be recognized as South Korean originating goods under the FTA”.
It should be corrected to read as follows:

The FTA establishes a government-to-government committee to review whether conditions on the Korean Peninsula may be appropriate for further economic development through the establishment and development of outward processing zones.  The Committee will meet one year after the FTA enters into force and on an annual basis thereafter, and will set the criteria that must be met before goods from any outward processing zone may be considered originating goods for the purposes of the FTA, and thereby eligible to receive preferential treatment under the Agreement.  Language in the Agreement notes that such criteria would include, but not be limited to, improved labor standards and practices and progress toward the denuclearization of the Korean Peninsula.  Any decision made by the Committee with respect to whether goods from an outward processing zone should qualify as originating goods would serve as a recommendation to the Governments of Korea and the United States, which in turn would need to obtain legislative approval for any amendments to the Agreement with respect to the outward processing zone. 

ABAC

Issues and requests relating to foreign trade and investment – R.O.K.
	　
	Category
	No
	Issue
	Issue Details
	Requests
	Governing Laws

	1
	Tariffs
	(1)
	High tariff rates
	- The current import tariff rate of 8% is the highest among the south east Asian countries.  Foreign business enterprises manufacturing in R.O.K. incorporating imported materials are faced with a serious competitive disadvantage.
-- Machineries (HS Chapters 84, 87, 90, 91) R.O.K. 8%; Japan 0%
-- Bearings (HS 848210 Ball bearings and 848220 Roller bearings) 
  R.O.K. 13%, 8%, Japan 0%, Thai 10%, Singapore 0%, Australia 5%-10%
	- It is requested that the government will review the tariff rates.
- It is requested that both GOK and GOJ ratify Japan-R.O.K. FTA as soon as possible.
	

	
	
	
	
	- The ongoing 8% tariff is still debated at the Congress, without, however, any sign of its reduction. The negotiation on the Japan-R.O.K. FTA remains suspended.
	- It is requested that GOK reduces the tariff rate down to the level of developed economies.
	

	　
	　
	　
	　
	- Import tariffs on auto parts from Japan is extremely high at 8%, seriously affecting the competitive strength of Japanese affiliated business entities.
	- It is requested that the tariff rate is reduced from the current 8%.
	

	　
	　
	　
	　
	- The tariff rate for camera is high at 8%.
	- It is requested that the tariff on cameras is repealed.
	

	　
	　
	　
	　
	- Import tariffs on photographic films and paper compared to Japan are high. For example, finished photographic films (R.O.K.:8%, Japan:0%, U.S.:3.7%, Australia:5%, Chinese Taipei:0%, Thai:20%, PRC:Max128.6 yuan/m2)
	- It is requested that the tariffs are removed.
	　

	
	
	
	
	- The tariffs are high on watches at 8% (5% on movements)
	- It is requested that GOK reduces and repeals the tariffs
	

	　
	　
	　
	　
	- Import tariff on aluminium products is high at 8%.  Example, Compressors for car air-conditioners (R.O.K. 8%, Japan 3%, U.S. 5%).
	- It is requested that the tariff rate is reduced.
	　

	　
	　
	　
	　
	- Import tariff on cotton fabric (exported from Japan) is high, impeding the sales expansion in the high quality material. Example: Cotton fabrics (plain weave, unbleached, and twill, bleached: (HSNo.5208-11.0000, 5208-12.0000, 5208.13.0000, 5208-23.0000, 5803):  (R.O.K.: 10%; Japan 5.6% or 4.4% + 1.52yen/m2 whichever is greater, U.S. 7-10.5%, EU 8%, Chinese Taipei 7.5%, PRC 10%)
	- It is requested that import tariffs are reduced.
	　

	　
	　
	　
	　
	- Oil import was liberalized in March 1996, with the repeal of the provisional law concerning import of specified oil products by institution, by introducing the market economy principle and exposing the domestic industry to competition from imports.  However, as regards the heavy oil C, high tariff of 3,410 yen/kl, tantamount to embargo, is levied, effectively closing out imports.  At the deliberative council held in December 1999, tariff on crude oil was reduced only for four years beginning 2002 from 215 yen/kl to 170 yen/kl, and also the heavy oil C from 3,410 yen/kl to 3,202 yen/kl, which however is still sticking out like a sore thumb, creating nothing but a tariff barrier.
	- For industries, relying upon the heavy oil C as its basic energy source, to survive the severe competitions from abroad, it is imperative to reduce production cost by purchasing low cost heavy oil C from overseas.  For this reason, it is requested that the high tariff on the heavy oil C is repealed or reduced to 390 yen/kl at most.
	　

	　
	　
	　
	　
	- R.O.K. import duty is still high concerning paper products: It was fixed at 5% in 2002, and fixed at 2.5% in 2003.
	- While import duty for the majority of the paper products has been lowered to 2.5% since the year 2003, it is requested that the import duty is totally reduced to zero as soon as possible.
	　

	　
	　
	　
	　
	(Actions)
- On 31 July 2001, the list reducing tariff rates on 87 items of digital TV related products (reduction by 85%) was published.  These products not manufactured in R.O.K. comprise of surface wave and digital television machinery & equipment. 

	　
	　
	　
	　
	- On 20 March 2002, Japan-R.O.K. FTA Joint Study Committee was convened. 

	　
	　
	　
	　
	- In October 2003, it was mutually agreed to begin negotiation for ratification of Japan-R.O.K. Free Trade Agreement which it is hoped will remove tariff barriers. 

	
	
	
	
	- In December 2003, the talk on Japan-R.O.K. FTA was initiated.

	　
	　
	　
	　
	- In August 2003, according to the “2003 Tax Reform Draft” released by Ministry of Finance and Economy (“MOFE”), the conditions for tax reduction/exemption in the Free Trade Area and Free Tariff Zone will be the same as those for Economic Free Zone and the capital goods imported will be duty free for three years, if ratified by the Congress. 

	　
	　
	　
	　
	- The tariff rate of 6% was reverted to 8% on aluminum plate, sheet and base (HS7606), which were excluded from the applicable products in the 2004 Tariff Quota Items. 

	　
	　
	　
	　
	- Effective 1 January 2004, the tariff rate was increased from 6% to 8% on aluminum plate, sheet and base (HS7606), which were excluded from the applicable products in the 2004 Tariff Quota Items. 

	　
	　
	　
	　
	- It has been made clear that the R.O.K. side is seeking establishment of the grace periods for removal of import tariffs, 8.4 years for transportation equipment, 7.6 years for general machinery, 6.6 years for electric appliances, 6.6 years for chemicals, 6.4 years for electronics, 5.7 years for steel and 2.9 years for textiles in the report titled “R.O.K.-Japan FTA and its effect by business sectors and its measures” released by Korean National Economic Persons Association. The Report suggests the need to secure the grace periods in the sensitive sectors, such as motor vehicles and general machinery, to reinforce collaboration and assistance to materials and parts industries, and to support medium-to-small-scale industries, since the repeal of import tariffs is bound to invite the decline in domestic prices, 12-15% in electronic industry, 7-10% in motor vehicles, and the rise in imports, while oppressing the domestic industries, including the medium-to-small industries. According to the Report, its impact is negligible on steel and semiconductor sectors. 

	　
	　
	　
	　
	- On 26 November 2004, Korean Confederation of Trade Unions ("KCTU") went into a time-limit strike, to seek prevention of the ratification on Japan-R.O.K. FTA Agreement. 

	
	
	
	
	- Since November 2004, the negotiation on Japan-R.O.K. FTA has been suspended.

	　
	　
	　
	　
	- Effective 1 January 2005, the tariff rates on parts for plasma display panel and LCD panel have been raised from the current 0% to 2.5% or 4%.

	
	
	
	
	- In November 2005, Federation of Korean National Economic Persons Association released report on “Bill on Industrial Collaboration between the parts industries of both countries. The Report states that the ongoing tariff rates of South Korea are higher by 5.7% and 3.7% on parts and raw materials, respectively, compared to those of Japan.

	
	
	
	
	- On 13 December 2005 the ASEAN-R.O.K. Framework Agreement on FTA was signed.

	　
	　
	　
	　
	(Improvement)
- The diversification plan for imports from Japan was totally repealed as of July 1999.

	　
	　
	　
	　
	- Since 1 July 1999, tariffs on 876 items of machinery products have been reduced or exempted as follows:
-- Group A:  those used for research and development by business entities --- 276 items (reduced by 80%);
-- Group B:  those used for factory automation --- 446 items (reduced by 50%)
-- Group C:  those for high-end technology and defense industry --- 154 items (reduced by 30%)

	　
	　
	　
	　
	- Since 1 January 2000, tariffs have been reduced on ITA products.  Further tariff reductions or exemptions have been made on 253 items of machinery & equipment activities (mainly testing and measuring instruments).


	　
	　
	　
	　
	- In August 2001, Department of Industry and Energy amended the FTZ Act to permit trading firms not engaged in manufacturing to bring in foreign products into FTZ. 

	　
	　
	　
	　
	- Since April 2002, cameras have been added to items eligible for tariff reduction, namely, electronic products manufactured abroad incorporating materials and parts originating in R.O.K.. Also tariffs have been exempted on imported products which are re-exported combined with export products. 

	　
	　
	　
	　
	- From 1 July 2003, it was decided to eliminate the tariffs on 12 items of the main basic materials such as iron ore and naphtha, and to reduce tariffs by 80% for one year on 289 items, including 44 items of materials used for research and development. 

	　
	　
	　
	　
	- From 1 July 2003, it was decided to lower the tariff rates on 475 items which are used for factory automation, by 40% for  large scale industry, and by 50% for small and medium scale industry. 

	　2
	　Investment
	(1)
	Restrictions on foreign capital and restrictions on loans
	- Under the policy to introduce indirect capitals, various infrastructure related projects are being promoted, provided, however that the equity share ratio of foreign capitals is held down to less than 50% on some business sectors.
-- While privatization of infrastructure related projects is being promoted, approval criteria for power generation, transmission /sales and distribution, as well as market and distribution are held down to less than 50%
-- There remains an additional condition that ownership of voting shares by foreign investors must be smaller than the largest domestic shareholder.
	- It is requested that GOK raises the equity share ratio limit of foreign investors and deregulates the restrictions on foreign investment.
	- Foreign Investment Promotion Act, Article 4, Paragraph 3 and its implementing regulation, Article 5

	　
	　
	　
	　
	(Improvement)
- Welcome efforts have been directed toward simplification of procedures related to foreign investment, expansion of liberalization and deregulation in foreign investment. 

	　
	　
	　
	　
	- In the case of the electric power business being operated by the governmental investment agency, the deregulation of the foregoing applies, excepting nuclear power generation.  All the rest have been liberalized. 

	
	
	
	
	- On the power generating sector, the total of the generating equipment purchased from Kepco, Inc. cannot exceed 30% of the total domestic power generating equipment.

	　
	　
	(2)
	Restrictions on entry into the communication sector
	- Entry of foreign capital is restricted in two communication sectors, namely, wired telephone and telecommunication and wireless telephone and telecommunication.
	- It is requested that GOK repeals the restrictions.
	- Regulation concerning Foreign Capital Inducement Act and Introduction of Technology, Article 5

	　
	　
	　
	　
	- The upper limit is set at 49% for the equity share ratio in the electric communication industry by foreign investors. (Foreigners are prohibited from holding more than 49% of the total issued shares in Korea Electric Communication Public Cooperative and furthermore, the equity share ratio of a single foreign shareholder must not exceed 15%.)
	　
	

	　
	　
	　
	　
	(Improvement)
- Effective from 9 April 2001, the upper limit of the foreign equity share ratio in Korea Telecom has been raised to 49% from 33%.

	
	
	(3)
	Restrictions to access the won foreign exchange market
	- Investment from abroad on R.O.K. bonds and shares is extremely complicated because won cannot be purchased abroad.
	- It is requested that the won transaction is liberalized abroad.
	- Regulation on Foreign Exchange Transactions

	　
	　
	　
	　
	- The complete freedom of residents in respect of foreign exchange has been substantially achieved with various deregulation programs being implemented in 3 stages.  However, access to the R.O.K. won foreign exchange market by non-residents has not yet been approved, with the only exception of the NDF transaction.  While there is an increasing demand for hedging the won currency by non-residents, and hence the NDF market is steadily growing, there is a limit to what the NDF alone can achieve.
-- Reference: NDF (Non Deliverable Forward) means a transaction based upon a "synthetic" forward contract on a non-convertible or thinly traded currency in an immature foreign exchange market or where transactions are restricted on non-residents. These generally settle in the investor's own currency with terms set by mutual agreement by and among the parties against an agreed posted exchange rate on the due date in yen, in U.S. dollars, etc.
	- It is requested that the R.O.K. won foreign exchange market is liberalized for non-residents.
	- Enforcement Decree of the Foreign Exchange Transactions Act

	　
	　
	　
	　
	(Actions)
- Transactions in won currency are not yet liberalized for the non-residents. For non-residents, transactions in won are approved only on normal dealings under the free won account as approved by the legislative provisions. 

	　
	　
	　
	　
	(Improvement)
- In April 1994, forward dealings in foreign exchange was liberalized based on the principle of actual demand, and liberalization of the NDF in R.O.K. won was carried out. 

	
	
	
	
	- Since 2002, R.O.K. has liberalized foreign exchange in three stages.

	　
	　
	　
	　
	- Internationalization of the won currency is now being implemented to permit normal transaction denomination of the R.O.K. won currency, non-resident's settlement in won currency through the free won account, and liberalization of carrying-out abroad the won currency.

	3
	Standards and Conformance
	(1)
	Safety Approval unique to R.O.K.
	- The legislative provisions of motor vehicles in R.O.K. are quite unique, much different from those adopted by U.S., E.U. and Japan. Motor vehicles destined to R.O.K. must have costly different specifications.
	- It is requested that the standards and specifications provided in the legislative provisions are deregulated between Japan and R.O.K..
	- Korea Development Institute Notice

	　
	　
	
	　
	- Because the electromagnetic interference regulation approval for digital camera in R.O.K. differs from that of the major economies, extra cost and time are required.
	- It is requested that the report by the test sites abroad is approved in R.O.K..
	- Electrical Appliance and Material Safety Control Act (Safety Approval)

	　
	　
	
	　
	(Actions)
- From 1 July 2000, the change from "Type Certification" to "Safety Approval" has taken place, and the certification organization was changed from Technology Standard Institute to a private safety approval agency. 

	　
	　
	
	　
	- IEC Standard is being introduced into R.O.K.. 

	　
	　
	
	　
	- International safety specifications for electric appliance is adopted (in parallel with the domestic specifications, for the time being) 


	　
	　
	
	　
	- Ministry of Construction & Transportation confirmed in May 2003 its bill to amend Implementing Regulation Concerning Motor Vehicle Control Act, which will expand the scope of the light-duty vehicle from the current less than 800 cc to less than 1,000 cc, effective from January 2008. 

	
	
	
	
	- GOK and GOJ are under negotiation with a view to ratify the Mutual Recognition Agreement (“MRA”) on electrical products.

	　
	　
	(2)
	Multiple marking requirements
	- Product safety related standards and approval systems are diversified in R.O.K. involving various markings, such as KS for machinery, EK for safety of electrical equipment, EMI or EMI/EMS for EMC, and MIC for electric wave and telecom.  It is complicating indeed to respond to each requirement.
	- It is requested that all markings are integrated into a single mark, such as the CE marking of EU.
	- Electrical Appliance and Material Safety Control Act

	4
	Implementation of intellectual property rights ("IPRs")
	(1)
	Copy and counterfeit products
	- Counterfeit products are being manufactured and sold in R.O.K..  In the R.O.K. repair market such counterfeit products are reported to be sold at half the prices of authentic products at retail level.  Drastic measures are required to cope with such inroads of counterfeit products, rather than seeking solutions on a case-by-case basis.
	- It is requested that a more vigorous policy is taken in R.O.K. to prevent the infringements of intellectual property rights, particularly through an intensified enforcement of such preventive measures.
	- Trademark Act, Articles 50 and 65

	　
	　
	　
	　
	- Cases are reported on infringements of design and patent rights by skiwear made in China and brand apparels made in R.O.K..
	- It is requested that transparency and effectiveness are ensured in the enforcement and procedural steps taken, pursuant to the TRIPs agreement under WTO.
	- Copyright Act Article 3 and 91

	　
	　
	　
	　
	- Counterfeit products manufactured in PRC is sold in the domestic market.
	　
	- Act Concerning Unfair Competition and Trade Secrets, Article 2 And 3.

	　
	　
	　
	　
	- It looks as if a certain part used for revamping motor cycles (a cowl for 125 cc) is a design piracy.
	- It is requested that the legislative provisions are updated and upgraded.
	　

	　
	　
	　
	　
	(Actions)
- In the Report published in 2001, The General Public Prosecutors Office uncovered the fact that the number of indictment for violation of intellectual property rights has been rapidly growing, as the crack down has been tightened:
- During 2000, 42,798 persons were indicted for violation of intellectual property rights. (1,528 persons were arrested.)
- The number of indicted cases has been increasing, 1995-13,683 persons; 1996-15,766 persons, 1997-16,796 persons, 1998-17,369 persons, of which copyright infringements of computer programs, music albums, and video were the most numerous

	　
	　
	　
	　
	- The number of illegal copying that Korea Software Property Council ("SPC") charged during one year period in 2002 was 1,289 cases, down by 30% approx. compared to the preceding year. 

	　
	　
	　
	　
	- Imports from R.O.K. represented an overwhelming 76% of all imports whose entries to Japan were suspended for suspected infringements of intellectual property rights.

	　
	　
	　
	　
	- In January 2002, Special Investigation Team ("SIT") was established in Ministry of Information & Communication (“MOIC”). 

	　
	　
	　
	　
	- In April 2003, Amended Copyright Act prohibiting, among others, Production and Distribution of Circumventing Devices for Technological Protection Means passed the Congress. 

	　
	　
	　
	　
	- The Working Level Talk Council for Protection of Industrial Property is established in the Coordinating Room of the Office of Prime Minister to tighten protection of intellectual property rights. 

	　
	　
	　
	　
	- In January 2004, the U.S. downgraded R.O.K. from the previous “Watch List” to “Priority Watch List” under Special Section 301 of U.S. Trade Policy. 

	　
	　
	　
	　
	- On 24 February 2004, Korean Intellectual Property Office ("KIPO") released its 7 Largest Policy Matters and 40 Implementing Matters, pursuant to the “Basic Plan on Industrial Property Policy” to realize its goal for becoming an “IPR Power Nation”. Solidifying the foundation for protection of patents, trademarks and design rights forms the basis of the major promotion items. 

	　
	　
	　
	　
	- KIPO opened "Cyber Intellectual Property Protection Center" at (http://www.kipo.go.kr/ippc) to accept real-time consulting service on issues concerning infringement of intellectual property rights on the web. Its aim is to promote mediation and adjustment of industrial disputes over the intellectual property rights through the reinforcement of expert consulting staff and on-site investigative staff.

	　
	　
	　
	　
	- GOK has taken a positive stance in enlightening the public by employing TV media and cyberspace, even animated pictures, in order to annihilate production and distribution of illegal goods and to crack down on the counterfeit, copy goods, through construction of the effective collaboration system by and among the local autonomous body, prosecution, police force, and customs bureau 

	
	
	
	
	- On 31 October 2005,The Seoul Japan Club proposed to GOK that it widens the scope of its water’s edge cracking down on illegal imports to include patent rights, industrial design, esthetic design, etc., on top of trademark and copyrights now being addressed by GOK at the water’s edge.

	　
	　
	　
	　
	(Improvement)
- On 18 October 2003, the Act was enforced to delegate the police right to the Special Investigative Team (“SIT”) of Ministry of Information Communication.

	　
	　
	　
	　
	- The penal provisions on infringement of intellectual property rights have been tightened by extension from five years to seven years the period of imprisonment with forced labor. 

	　
	　
	　
	　
	- The Act concerning prevention of unfair competition and protection of trade secrets was amended (promulgated on 20 January 2004 and enforced on 21 July 2004). The provisions to prohibit the dead-copy were incorporated in Article 2.1(1). The same provisions have obviated the need for the common knowledge and the confusingly similar requirements and are substantially the same as Article 1.1.3 of the Act to Prevent Unfair Competition of Japan. Under this Act, the product configurations are expressly recognized as the object of protection, making it possible, even before the goods attain the status of common knowledge, to prohibit any unauthorized use, and counterfeit act, and to protect the product configuration widely. 

	　
	　
	　
	　
	- The Design Act was renamed as Design Protection Act (as promulgated on 31 December 2004 for enforcement from 1 July 2005), and the notion of the creativeness of design has been expanded to include not only domestic but foreign designs which are of public knowledge, while the design of law creativity is made no longer capable of registration. 

	　
	　
	(2)
	Insufficient protection of trademarks
	- Trademarks of others already established, famous, and well known, can be registered by others by simply changing the product classification.
	- It is requested that the examination system is improved for protection of the famous trademarks.
	- Trademark Act (Article 7(1)10)

	　
	　
	　
	　
	(Actions)
- In January 2003, R.O.K. deposited an instrument of accession to WIPO to join the Protocol Relating to the Madrid Agreement Concerning the International Registration of Marks and it took effect in R.O.K. in April 2003.

	　
	　
	　
	　
	- In December 2003, "Act to prevent Unfair Competition and Protection of Trade Secrets" ("ACPROTS") was amended by incorporating the prohibition of the practice of cyber squatting, etc. 

	　
	　
	　
	　
	- Pursuant to ACPROTS, KIPO conducted its investigation into unfair competitive practices, including the misuse of famous trademarks owned by others. In addition, based upon the provisions enabling KIPO or regional autonomous bodies to recommend cracking down on any infringing party and to suspend its infringing conduct or to remove or dispose of the infringing products, KIPO with the collaboration of the regional autonomous bodies are supervising and directing jointly the cracking down of the counterfeit products. KIPO at the same time is also giving a periodical orientation and training program to enhance the officials' ability to clamp down on the counterfeit products. 

	　
	　
	　
	　
	- It is the KIPO's policy to establish the trademark examination manual, and streamline it by type and class, in order to enhance the integrity of its examination. 

	5
	Government Procurement
	
	Designation of the local enterprises by the Consortium Leader
	- In a tender by Government Procurement Bureau (“GPB”) for a New Transport System or a Container Inspection Equipment cases, it is provided that an R.O.K. domestic enterprise must act as the leading manager to form a Consortium, regardless of the fact that the R.O.K. party has neither experience nor technology on the equipment, which involves a new technology. It is a big risk to have an inexperienced party without technology and a proven performance to act as the Consortium Leading Manager and discourages foreign bidders from participating in the project.
	- It is requested that GPB permits participation of a foreign bidder as a Leading Manager in all consortium projects.
	

	6
	Deregulation/ Regulatory Review
	(1)
	Heavy tax burden
	- Value Added Tax (“VAT”)  upon import into R.O.K. is high. VAT of 10 % is imposed on the sum of taxable value plus duty, SCT, Special Tax for Fishery and Farming Villages, and Educational Tax.
	- It is requested that GOK deregulates its taxation system and restrictions.
	

	
	
	
	
	- Educational Tax of 0.5% on revenue (in the form of received interests, commissions, guarantee fees) is imposed. This is severely burdensome. Some taxes are irrationally imposed not only for profits but on revenues. 
	
	

	　
	　
	(2)
	Labor-management agreement and practices overprotective of employees
	- While the employer/employee relationship systems require further review, the following are the major factors negatively affecting promotion of investments in R.O.K. by Japanese affiliated business entities:
1) As it now stands, workers have nothing to lose regardless of what they do, such as making outrageous demands, walking out over a prolonged period of time, or taking other radical measures;
2) The difficulty persists in any attempt to change to a rational level the past agreements and practices excessively favoring workers; and
3) The solution of heated issues by intervention of public agents tends to be influenced by the excessive demands of unions in its final proposal.
	- It is requested that the government and its various agencies will take steps to correct labor-management agreement excessively favoring workers and to control radical labor disputes.
- In the event revision of labor-management agreement cannot be resolved amicably by talks between the parties and brought to the Committee on Labor Affairs ("CLA"), it is requested that CLA will review all aspects of the issues, not just the workers' side but also the total perspective of the working conditions of the business entity in concern so that the final solution is also acceptable to the business entity.
-There are numerous legislative provision which are inadequate or ambiguous. It is requested that legislative provisions are revised in such a way that they are clearly defined and well prepared, while being compatible with the international norms and practices,
'- It is requested that the principle of "No Work, No Pay" is fully observed so that no wage payment is made during the walkout period. (Labor Union and Labor Related Adjustment Act (Articles 44))
	　

	　
	　
	　
	　
	(Actions)
- Dismissal for the purpose of reorganization being introduced seems to have a dubious efficacy, as witnessed in the case of Hyundai Motor Company.

	　
	　
	　
	　
	- According to the research conducted by the Federation of Korea Industries published in July 2003, the greatest reason (37%) for the foreign-funded enterprises to consider the retreat from R.O.K. was the employer/employee relationship. 

	　
	　
	　
	　
	- During the first half of 2003, The Foreign Investment Ombudsman received 210 cases of complaints, of which 50 cases (representing 24%) related to the employer/employee relationships. 

	　
	　
	　
	　
	- After the currency crisis, the labour disputes are increasing in number. During 2002, 321 cases were brought about, 4 times as much as the level of 1996. 
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