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Notwithstanding the global financial crisis, Korea remains a leading market for U.S. exports.  Korea is the world’s 13th largest economy and the 8th largest U.S. trading partner.  Total trade between Korea and the United States surpassed $82 billion in 2008; U.S. exports this past year were $34.9 billion.  Korea’s resiliency is major factor to consider during these times of economic uncertainty.  In 1997, Korea faced a similar crisis only to emerge as one of the strongest economies in the world.   In contrast to earlier projections of 5-7% GDP growth, recent assessments anticipate a 2-4% negative GDP growth for 2009.  These figures are in line with similar declines across Asia.  
The U.S. and Korea concluded negotiations in 2007 on a free trade agreement to lower tariff rates on 95% of all consumer and industrial products, improve transparency and intellectual property rights, as well as address standards and regulations.  The agreement is awaiting ratification by both the Korean and U.S. legislatures.  The U.S. International Trade Commission projects upwards of $10 billion annually in additional U.S. exports resulting from the FTA.
Several developments in 2008 should have a positive influence on U.S. exports.   First, Korea joined the Visa Waiver Program, substantially easing travel to the United States, and strengthening tourism and business travel.  The United States is already the leading destination worldwide for Korean students attending basic and higher education, and Koreans constitute the largest group of foreign students in the U.S.  A second factor is the Korean Government’s major strategy targeting 22 engines of growth in sectors such as energy and environment, transportation systems, information technology, convergent technologies, bio-industry, and knowledge-based services.   While aimed at stimulating domestic growth, significant components of this national strategy are based on attracting international partners and acquiring foreign technology.  Most, if not all, of the 22 targeted sectors are in areas of U.S. competitive strength.

U.S.-Korea trade is highly diversified, reflecting a broad spectrum of products and services that satisfy sophisticated consumer needs and state of the art industrial demands.  Over one-third of all bilateral trade can be categorized as “advanced technology products.”  Over the past decade, U.S. exports have supported product development and other forms of R & D in Korea, setting the stage for long-term relationships with Korean partners in high market potential sectors such as energy, medicine, transportation, and telecommunications.    

Market Challenges
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The global economic downturn is having an impact on Korea’s trade.  For the first two months of 2009, Korean exports have fallen 25%.  At the same time Korean financial institutions remain fully solvent, but cautious and conservative in their lending practices.  Faced with declines in exports, many corporations are re-orienting their business plans to weather the turbulent economic conditions.  Another challenge facing U.S. exporters is the rapid decline of the WON/US Dollar exchange rate at publication time, effectively adding a 30-40% premium on U.S. dollar denominated exports.   Finally, Korea’s testing and standard requirements can be challenging.  Depending on the sector and circumstance, U.S. companies should be alert to unique standards, less than transparent regulations, and pressures to reduce prices.   
However, firms that are innovative, patient, and exhibit a commitment to the Korean market have found business to be highly rewarding and Koreans to be loyal customers.  With the conclusion of the Korea-U.S. Free Trade Agreement (KORUS), Korea’s attractiveness as a market will further improve; U.S. products will be more cost-effective; and two-way trade will certainly expand.  

U.S. exporters of agricultural commodities while facing market challenges can do very well in this down market.  Please see the latest “Exporter Guide” prepared by the Foreign Agricultural Service’s Agricultural Trade Office in Seoul for updated information on these topics.  

Market Opportunities
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· U.S. companies will find excellent niche markets for their goods and services across virtually every sector. 

· Best Prospects for U.S. industrial exports are listed below in alphabetical order:

· Automotive Parts and Accessories

· Broadcasting Services and Equipment

· CNC Machine Tools

· Computer Software

· Cosmetics

· Defense Industry Equipment

· Drugs and Pharmaceuticals

· Education and Training Services

· Medical Equipment and Devices

· Pollution Control Equipment

· Security Services and Products

· Specialty Chemicals

· Travel & Tourism

· Wireless Broadband Equipment and Services.

· The U.S.-Korea Free Trade Agreement (KORUS-FTA), awaiting final legislative ratification by both the U.S. and Korea, aims at the removal of trade and investment barriers, thereby easing American business access to the Korean market.  More information is available from the office of the United States Trade Representative.

· Korea is a highly advanced, tech-oriented economy that can utilize and generate significant demand for state of the art technologies.    

· Korea has several mega-projects under way aimed at establishing the country as an international business center for North-East Asia, as well as a major financial and logistics hub.   Additionally, one of the largest U.S. base relocation projects in the world is proceeding with the planned move to Pyongtaek, located approx. 50 miles south of Seoul.  The new site will consolidate U.S.  military forces as well as accommodate family-based housing for over 24,000.    
· Korean fascination with the “American Lifestyle” continues to draw interest and attention among Korean consumers.  See CS Korea for more information.

· Specific opportunities are described in greater detail in Chapter 4 (Leading Sectors for U.S. Export and Investment).

Market Entry Strategy
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· Local representation is essential for the success of American firms in the Korean market.

· The most common means of establishing a presence in Korea include: retaining a manufacturers’ representative or stocking distributor; naming a registered trading company as an agent; or, establishing a branch sales office. 

· See the latest “Exporter Guide” prepared by the Foreign Agricultural Service's Agricultural Trade Office in Seoul for updated information on this topic.  
· Business relationships are built on personal ties.  Companies who have substantial business interests are advised to visit Korea in order to establish stronger commercial relationships as well as obtain a first-hand acquaintance with business conditions. 
· U.S. companies are strongly encouraged to take advantage of the U.S. Commercial Service’s support for U.S. exporters.  The U.S. Commercial Service offers a wide range of marketing services such as arranging contacts with potential buyers, distributors and importers.  For more information, please visit CS Korea’s website: (http://www.buyusa.gov/korea/en/ourservices.html) to see the menu of CS Korea services for U.S. companies.
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Chapter 2: Political and Economic Environment

For background information on the political and economic environment in Korea, please click on the link below to the U.S. Department of State Background Notes.

http://www.state.gov/r/pa/ei/bgn/2800.htm
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The most common means of representation are: 1) appointing a registered commissioned agent (commonly known as an “offer agent” in Korea) on an exclusive or non-exclusive basis, 2) naming a registered trading company as a manufacturer’s representative or agent, or 3) establishing a branch sales office managed by home office personnel with Korean staff.

Any businessperson registered with the Korean government can import goods in his/her own name.  Appointing a registered trading company (rather than an "offer agent") as an agent has its advantages because these agents can manage all of the import documentation and imports for their own account.  Registered trading companies tend to be larger firms that split their businesses between exports and imports.  However, these larger firms may be less attentive to building the U.S. supplier's business, placing a higher emphasis on diversifying their portfolio of products from different countries.  Similarly, while the larger general trading companies may be influential and well known in the market, they also may not devote as much attention to a single product as do smaller firms.

Companies unsure of the market potential for their product/service can initiate a “Quick-Take Business Facilitation Service.”   The first stop should be the Export Assistance Centers (USEAC) located throughout the United States requesting “Quick Take,” a modest-fee based review of market potential conducted by one CS Korea’s Trade Specialists.   This is an initial review only and not an in-depth market study or analysis.  Companies who have made a decision to enter the Korean market or expand their presence and seek representation should request the Gold Key Service (GKS).  Under a GKS program, the U.S. client meets directly with prospective agent/distributor candidates.  Trade specialists utilize their network of industry contacts and trade associations to identify pre-screened and high potential partners for the U.S. client.     

CS Korea strongly recommends that U.S. companies seek legal counsel prior to signing a contract.  Most experts also recommend hiring a local attorney prior to making major business decisions with Korean companies.   A final recommendation is that any distribution or agency contract include a termination clause.  Otherwise, Korean Commercial Arbitration bodies may specify the terms for termination, including compensation claims against the principal.   A signed contract between a supplier and an agent/distributor with termination provisions would avoid risks for the U.S. company.   

U.S. companies should also seek legal counsel with regard to protecting their intellectual property.  Trademark and patent registration (if applicable) with the Korean Intellectual Property Office (KIPO) is the minimum safeguard for your intellectual property rights.  U.S. companies are advised to seek the services of a local attorney to directly register their trademarks and/or patents in their own names.  In order to have control over IPR, registration must be done in the U.S. company’s name and not the Korean agent’s name.  Under Korean law, applications must be done in Korean and submitted to KIPO.  

Copyrights are under the jurisdiction of the Ministry of Culture, Sports, & Tourism, visit:
http://www.mcst.go.kr/english/index.jsp and http://eng.copyright.or.kr/
To view a list of useful contacts for agents or distributors, go to the link below.

http://www.buyusa.gov/korea/en/agentscontacts.html  

Establishing an Office
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Most foreign companies seeking to establish an office in Korea should review location, taxation and business structures when deciding where and in what form to establish a presence in Korea.  The following section provides some basic guidelines on how to set up an office in Korea.  In addition, a list of real estate consultancy, taxation and human resource search services in Korea are provided. 

Step 1: Assess Your Company’s Commitment to Establishing a Presence in Korea

Potential investors can take advantage of the many services offered by Invest KOREA, the primary investment promotion agency for Korea.   Invest Korea is an arm of the Korea Trade-Investment Promotion Agency (KOTRA), a government-sponsored non-profit organization.  The operation is staffed by KOTRA personnel and complimented by officials from relevant government ministries and specialists from the private sector in areas such as law and accounting.


Invest KOREA provides assistance in the following areas:

●
Identify the necessary administrative procedures.

●
Consult on forms of investment, including M&A, joint ventures and real 


estate acquisition.

●
Provide legal and taxation advice

Invest KOREA also provides investment planning, ongoing support and follow-up support.    Invest Korea also maintains an Ombudsman ready to address foreign investors’ grievances.

Step 2: Receive Authorization to Proceed with an Investment

Foreign investment projects require notification to the Ministry of Knowledge Economy (MKE) or its delegated authority – the head office of a major Korean commercial bank or Invest Korea.  (A list of major banks in Korea can be found at www.buyusa.gov/korea/en/bankcontacts.html.)    Investment notification in liberalized sectors can be handled through banks; however other sectors (see Chapter on Investments, pg. 88) require greater review or documentation.   

Step 3:  Identify an Office Site

Companies unfamiliar with Korean real estate should consult reputable real estate agents or a real estate consulting firm, especially one experienced in dealing with foreign firms.  A list of select such agents can be found at: http://www.buyusa.gov/korea/en/realestatecontacts.html#_section1.


Under the Foreign Land Acquisition Law foreigners are allowed to purchase land regardless of size or purpose.  Local zoning laws do regulate categories of activity permitted, and should be investigated prior to making final investment decisions. 

Step 4: Register with the Nearest Tax Office

Investors should register with the nearest tax office in their local jurisdiction for tax reporting purposes.   Given the complexity of Korean tax laws and the potential for misunderstanding provisions, companies should consider hiring a local accounting firm to file taxes.  A list of local accounting firms can be found at: 

http://www.buyusa.gov/korea/en/realestatecontacts.html#_section2.


Step 5: Seek Qualified Employees

Local Koreans are attracted to U.S. firms given salary rates, prestige, opportunities for travel, the ability to use and learn English and the possibility to transfer to the company’s home office or another foreign branch office.  

Korea has a large pool of conscientious and highly educated workers.  Female employees are generally strong candidates and eager to be given a chance to excel in with foreign firms. 

Whether seeking to hire local or foreign staff, U.S. companies should consult an employment agency in Korea.  Click here to view a list of employment agencies:

http://www.buyusa.gov/korea/en/realestatecontacts.html#_section3


To view the list of real estate consultants, accounting firms and human resource agencies, go to the link below.

http://www.buyusa.gov/korea/en/realestatecontacts.html.

OTHER FORMS OF LOCAL REPRESENTATION

Subsidiary:  A subsidiary of a foreign company is established as a local company, and therefore has often a closer relationship with the local business community.  This may afford a subsidiary a better position to run its business and possibly allow the firm to tap into investment incentives offered by Korea.  A subsidiary is eligible to receive tax incentives provided by the Special Tax Treatment Law (STTCL) in calculation of corporate income tax, if the subsidiary meets the requirements pertaining to the STTCL.  No such tax incentives are available to branch or liaison offices.

Branch Office:  For companies whose presence is significant enough to warrant a subsidiary operation in Korea, firms can opt to establish a branch office of the foreign parent.  A branch operation is not subject to audits of external auditors in Korea, and thus, a branch’s net income is automatically viewed as being included in the headquarters balance sheet.  If a company were expected to grow large enough to necessitate the establishment of a subsidiary in Korea at a future date, then it would be more cost effective to establish a subsidiary at the beginning rather than a branch operation.

Liaison Office:  A liaison office is established as a branch office with only marketing and support operations.  No direct sales could be conducted from a liaison office, meaning that a liaison office would be subject solely to the tax code of the headquarters country and would be the simplest form of conducting business in Korea.

Franchising
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Korea’s franchising industry has developed rapidly in the last several years, led primarily by fast food restaurant chains. This growth has expanded to include family restaurants, discount stores, clothing, mailing services, cleaning services, as well as educational institutions. U.S. franchisers have met with varied success in this market. 

Franchising has expanded due to a “new generation” of affluent Korean consumers coupled with changes in Korea’s distribution sector that favor new product and marketing concepts. According to the Distribution & Logistics Division at the Ministry of Knowledge Economy, the market value of this industry has reached an estimated USD 70.2 billion, which includes all franchise and sub-franchise fees and royalties. It also consists of product and service revenues, consulting fees, and related product sales, such as coffee equipment at coffee franchise outlets. Of the USD 70.2 billion market, 52 percent (USD 36.5 billion) is accounted for by food services, including fast food services and family restaurants.  Other franchise services such as, education, real estate, cleaning services, and mailing services, account for 11.8 percent of this sector realizing nearly USD 8.2 billion in sales. The retail sector, such as convenience stores and consumer goods, comprise the remaining 36.2 percent of this industry (USD 25.4 billion). 
Franchising in Korea first developed primarily in the food service market before expanding into other areas. Although the restaurant franchise market is beginning to mature, the service franchise market is relatively new with new concepts, promising possible market opportunities. Korean franchisees are seeking, and prefer to do business with, U.S. franchisers that can offer established brand names to Korean consumers and value the transfer of American management skills provided by U.S. headquarters. The service franchising market includes education, beauty salons, cleaning services, real estate, fitness centers, and other operations. Opportunities exist for franchisers in cosmetics, children’s educational services, and services tied to elderly care, sports and leisure activities.

Although U.S. franchises are sought after in Korea, several challenges remain. Potential Korean franchisees are often reluctant to pay the relatively high franchising fees and royalties required by U.S. headquarters. Other common franchising requirements, such as minimum facility size and the required number of store openings within a certain period are often very challenging for Korean franchisers to meet. U.S. franchises should therefore consider flexible franchising arrangements and conduct thorough research on the market and potential locations, as well as the potential master franchisee’s ability to manage its stores. There are no specific legal requirements for U.S. franchises to operate in the Korean market. However, franchisees need to comply with the Sub-franchisee’s Fair Trade Act, which closely parallels the rules that exist for sub-franchisees in the U.S.
Direct Marketing
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The Korea Online Shopping Association (KOLSA) estimates that Korean consumers spend nearly USD 22 billion in purchases.  Direct marketing primarily takes the form of catalog sales, TV home shopping, Internet shopping, and Mobile commerce market. Korea also has a large market for door-to-door sales and multi-level marketing.

Door-to-Door Sales

The major door-to-door sales items include home education materials, books, household consumer goods, cosmetics, health foods, sporting goods, and service products, such as insurance and travel counseling. According to the Korea Direct Selling Association (KDSA), the Korean door-to-door sales market is approximately USD 7 billion.
Multi-level Marketing:
Korea’s multi-level sales for 2008 approached USD 2 billion.  Nearly 70 multi-level marketing (MLM) registered companies employed about 3.1 million active distributors. In keeping with its deregulation plan, the Korean government reduced restrictions on MLM companies by passing legislation eliminating most existing market barriers against MLM products, such as the obligation to disclose retail prices on the MLM product label. Oversight of the MLM industry rests with the Fair Trade Commission (FTC). 
MLM activities by U.S. firms in the cosmetics, cleaning products, and kitchenware have been expanding. In order to gain further successes, however, U.S. multi-level sales firms should promote their products and services appropriately and efficiently by carefully analyzing Korean market trends. Prior knowledge of the market conditions will help prevent unnecessary conflicts with government officials, consumer ‘watchdog’ groups, or industry groups.
Joint Ventures/Licensing
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The Korean government promotes foreign investment.  Government policies have liberalized investment including the lifting of foreign equity ownership limits in selected sectors.  President Lee and the Prime Minister's Office have spearheaded efforts to de-regulate and liberalize the economy.   Foreign operations have welcomed such moves and encouraged further such steps.   With the recent presidential elections and with signing of the Korean-U.S. Free Trade Agreement (KORUS-FTA), greater cooperation and the encouragement of foreign direct investment should increase.

Selecting the appropriate partner is one of the most difficult and critical aspects of establishing a joint venture in Korea.  Large Korean conglomerates, known as Chaebols, still exercise considerable influence over the Korean government and financial institutions.  The Korean government has stepped up support for small and medium-sized businesses.   With the decreasing influence of Chaebols and greater concern of for anti-monopolistic behavior, joint venturing in Korea has become more diversified.   Regardless of the scale of Korean partner, there is a tendency within Korean business culture to maintain local control, regardless of the percentage invested by foreign entities.  A U.S. company should take into account such cultural aspects to ensure policies and operations are conducted in the best interest of the U.S. partner.  

Management control must be evaluated on three levels: 1) shareholder equity; 2) representation on the board of directors; and 3) active management (representative director and subordinate management).  Legally, Korean board meetings require the physical presence of all members as well as a quorum of the directors.  Therefore, if a foreign investor intends to exercise day-to-day management, a representative director who resides in Korea must be appointed.  Moreover, the representative director will need the support of and access to key functional areas of the company in order to manage in accordance with the foreign investor’s wishes.  Therefore, the internal organization of a joint venture company as well as key management appointments should be worked out and agreed upon by all involved parties as early as possible.

Compatibility of goals between the Korean and foreign partners is also crucial to the joint venture's success.   For example, a foreign investor's primary goal may be to send profit dividends offshore while the Korean counterpart may be more concerned with corporate growth in Korea, particularly by exporting to overseas markets. 

Another fundamental issue to be faced is how contractual agreements are treated.  To most Koreans, a contract represents the current understanding of a "deal" and is the beginning, rather than an end, to negotiations.  If changing circumstances result in omissions or points that no longer accurately reflect the original agreement, then problems will arise.  The same is true if the contracting parties change.  This type of experience in Korea has led many foreigners to believe that Koreans place less importance on a written contract than Westerners.  Though Americans may regard a written contract as legally binding, Koreans may regard the same contract as a "gentlemen's agreement" subject to further negotiations should conditions change.  

Contract negotiations with Koreans therefore should be viewed as an on-going process of dialogue having the following objectives: 1) reaching a common understanding of the deal that includes each party’s responsibilities; 2) recording the detailed understandings; and, 3) being prepared to modify the terms of the agreement should there be a change in circumstances.  

Certain terms of the commercial relationship between joint venture partners, such as technology transfer, raw material supply, marketing, and distribution should be agreed on in detail in the joint venture agreement.    

As in most new business circumstances, American companies should guided by caution when entering into technology licensing agreements.  For example, exclusively relying on the Korean partner to handle intellectual property registration may not be the wisest course – the U.S. party should be involved in the process so as to ensure that the U.S. party’s interests are protected, especially in the event of contract termination.  A related approach is for the U.S. party to retain cutting edge technology and consider secondary levels for use, until the relationship has stood the test of time.  
Korea’s legal procedures can be lengthy, cumbersome and expensive when dealing with contract violations.    If at all possible, the best strategy is to prevent possible conflicts.  The identification of a viable and trustworthy business partner from the outset is essential.  U.S. parties should invest sufficient time in getting to know their Korean partner as well as conducting as thorough assessments as possible.

Legal advice is always a solid move.  A list of attorneys is available at the end of this chapter.  In addition to consulting with an attorney, foreign investors can also consult with the Korean Commercial Arbitration Board (KCAB), which advises foreign companies on contract guidelines.   A KCAB counselor can also review contracts and identify areas of potential concern.  Information on the KCAB website (KCAB).

Selling to the Government
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Korea joined the World Trade Organization’s Government Procurement Agreement (GPA) on January 1, 1997. The GPA establishes non-discriminatory procedures for the procurement process so that a maximum number of qualified suppliers can fairly compete.   In its accession offer, Korea agreed to cover procurements valued over certain “threshold” amounts (see below) made by Korean central government agencies, their subordinate entities, Korean provincial and municipal governments, and some two dozen government-invested companies.   Korea included procurement of services and construction services.   Other features of the GPA for Korea include a prohibition against offsets as a condition for awarding contracts on covered procurements, and a provision requiring procuring entities to allow suppliers to pursue alleged violations of the agreement through GPA-defined bid challenge procedures. The Korean Ministry of Strategy and Finance (MOSF) has established an International Contract Dispute Settlement Committee to deal with any challenges by foreign suppliers that Korean procuring entities have not complied with GPA provisions. 

The annexes to Korea’s accession document specify certain thresholds, below which GPA rules do not apply.  Thus, the threshold for Annex 1 (central government) entities for supplies and services is approximately USD 180,000, and for construction services approximately USD 7 million.  Thresholds for supplies/services and construction services are considerably higher for Annex 2 (sub-central government entities) and Annex 3 (government-invested corporations).  Korea also specified certain categories of purchases that would be exempt from GPA coverage altogether, including procurement related to national security and defense, Korea Telecom’s purchases of telecommunications commodity products and network equipment, procurement of satellites, and purchase by the Korea Electric Power Corporation (KEPCO) of certain electrical transmission and distribution equipment. 

The Public Procurement Service (PPS) is responsible for the purchase of goods and incidental services required by central and sub-central government entities, government construction contracts and the stockpiling of raw materials.  Not all GPA-covered procurement is handled by the PPS.  In the case of Korean government-invested corporations (listed in Annex 3 of Korea’s accession agreement), procurement is handled in-house, with these entities following the same GPA rules.  Thus, tendering under open, formal procedures are required.  

All bidders who wish to participate in PPS tenders for supplying goods and services must register with PPS at least one business day prior to the date of the bid opening.  However, foreign bidders are allowed to register with PPS prior to entering into a contract.  Failure to register constitutes cause for rejection of the bid.  Korea began the Government e-Procurement System (GePS) in October of 2002, a single window for public procurement which digitalized the entire process from order to payment for all public organizations.  Bids can be viewed on the PPS website and are valid for at least 45 days after the bid opening date shown on the site.  Additionally, as required by the GPA, the procuring entity must publish information on bid opportunities in at least two sources: the daily newspaper Seoul Shinmun (daily newspaper) and the Korean Government Gazette.  While these sources are published in the Korean language, any given tender announcement must be accompanied by a summary in English, including the subject matter of the contract, the deadline for submission of tenders, and the address and contact point from which full documents relating to the contracts may be obtained.  The tender announcement must contain a statement that the GPA covers the bid.

The negotiated KORUS-FTA has a chapter devoted to government procurement, for further information please visit the website for the Office of the United State Trade Representative at http://www.ustr.gov/.

For more information on the Korean Public Procurement Service, please visit their website at http://www.pps.go.kr/english/
Defense Procurement

The Defense Acquisition Program Administration (DAPA) was launched on January 2, 2006 as a streamlined military procurement agency, replacing the former Defense Procurement Agency (DPA).  DAPA is responsible for defense industry equipment purchases. The new agency was formed in order to ensure transparency in the defense procurement process and consolidates eight organizations that were responsible for procurement and the development of technology that were formerly under the purview of the Ministry of National Defense and the separate military services.  Though DAPA is a civilian government agency, it works closely with the Minister of Defense, who is a civilian.  Please visit the DAPA website at   http://www.dapa.go.kr/eng/index.jsp for further details on the agency.  

U.S. defense industry equipment standards are generally accepted in Korea since most Korean defense systems are based on American standards.  A second key factor is interoperability of systems, critical to defense coordination.  Defense equipment is marketed in Korea through the following channels: direct purchase, sales agents, and importers.  U.S. manufacturers and suppliers of defense equipment generally use a well-qualified agent in Korea who is familiar with the Korean defense system and who knows key members of the Republic of Korea Air Force (ROKAF), ROK Navy (ROKN), ROK Army, and the Agency for Defense Development (ADD).  The selected agent can provide U.S. suppliers with information about the status of bids and procurement plans for defense equipment.  Former ROKAF, ROKN, and ROK Army officials have good potential as agents in Korea.  Local agents should register and be certified by DAPA to supply their products and services to the Ministry of National Defense (MND).  

For enquiries on DAPA, please contact Senior Commercial Specialist Mrs. Myoung Soo Lah at Myoung.Soo.Lah@mail.doc.gov
Distribution and Sales Channels
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Local representation is essential for the success of foreign firms in the Korean market.  This is especially true when considering the fact that business relationships in Korea are built upon personal ties and social introductions, and that much of the major third-country competition is only a few flight-hours away.  In addition, for sectors that involve any type of government procurement, an entity must be registered with the Korean government in order to bid on procurement projects.  Hence, many American firms enter into a consortium with a Korean company or enter a representative agreement for the purpose of market entry.  Finally, the language, business networks and relationships make it difficult to enter the Korean market without a qualified Korean representative.

Distribution methods and the number and functions of intermediaries vary widely by product area and local conditions.  The market for most consumer products is concentrated in major cities.  The traditional retail distribution network of small family-run stores, stalls in markets, and street vendors is changing rapidly toward large-size discount stores. There are many large retail stores in the major cities, especially Seoul, Daegu, Busan, and the outlying suburbs. Recently, retailing concepts such as Full-Line Discount Stores (FDS) have gained popularity.  U.S. based Costco entered the Korean FDS market several years ago and have successfully competed against Korean rivals E-mart and Lotte Mart.  Rapid expansion of these discount chain stores is planned nationwide, with suburban satellite cities attracting the greatest number of stores. Distribution of goods through large discount chains is one of the best ways to market foreign products to Korean consumers.   

Parallel imports can legally enter Korea.  Parallel imports marginally reduce the value of an exclusive distribution agreement.  Many American companies continue to give exclusive contracts, since they have in place territorial limits in neighboring countries that enhance the value of the exclusive in any one country.  Likewise, any parallel importer in Korea that is not receiving the support of the OEM, and does not deal in the same volume, cannot be guaranteed a steady source of supply.  As noted above, the legitimate exclusive distributor still has considerable advantages in Korea.

Most products enter Korea by air and sea at Incheon and Busan, after which they are transferred to major distribution centers by rail or road. Korea’s main distribution centers are Busan, Incheon, Daegu, and Gwangyang. 

Selling Factors/Techniques
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Three practices are essential for success in the Korean market:  (1) adapting products and procedures to Korean tastes and conditions, (2) regular communication with Korean business partners and customers, and (3) making a firm commitment to the Korean market over the long run.  

In selling to manufacturers, personal contact is important not only because of the value placed on direct discussions and on building long-term relationships but in obtaining a first-hand acquaintance with new processes and equipment.  U.S. suppliers should consider the following recommendations in their market plan for Korea: (1) As possible, make regular visits to Korea in support of your local representative; (2) invite Korean representatives to U.S. offices/headquarters periodically to ensure they are informed and up-to-date on company strategies/products; (3) regularly discuss the best mix for Korea of company’s product line; (4) when possible hold demonstrations, seminars and participate in trade shows/exhibitions in Korea; (5) provide latest technical data and descriptive brochures; and (6) encourage strong customer relations and follow-up.

Electronic Commerce
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The total amount of E-Commerce transactions in Korea reached approximately USD 518 billion and is estimated to have increased by 20 percent in 2008.  This figure is projected to grow at an average annual rate of 10 percent over the next five years.  In Korea, the B2B, B2G and B2C transactions in 2007 accounted for 89.9, 7.1 and 2.0 percent of the E-commerce sector respectively.  There are approximately 4,500 B2C cyber shopping malls in Korea.   
The transaction volume of Korean Electronic Commerce (EC) is forecast to grow over the next several years.  Major factors driving the growth include a nationwide broadband infrastructure with 35 million Internet users from a total population of 48 million, and introduction of Wireless Broadband (WiBro) and 3.5G mobile High Speed Data Packet Access (HSDPA) services through mobile computing and communication devices in 2008.  Increased EC transactions will lead to growing demand for E-commerce solutions, a variety of equipment, networking, software, and services, to develop and support E-commerce-related web-sites and transactions.  The electronics and metal manufacturing industries that account for nearly 70 percent of total B2B transactions are willing to spend in order to achieve efficient and secure use of EC tools. However, U.S.-based E-Commerce companies need to monitor the Personal Information Protection Act and Ministerial data privacy/SPAM regulations that were enacted in 2007.  Although the new regulations are likely to reflect concerns voiced by the public and the industry to the government, it may still be restrictive for E-Commerce firms managing user data globally to some extent.  

Trade Promotion and Advertising
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The Commercial Service section of the U.S. Embassy is the primary US government trade promotion agency in Korea.  Among the non-USG organizations, the Korea International Trade Association (KITA) is the largest international trade association in-country.  As a member of the World Trade Centers Association (WTCA), KITA explores new trade opportunities for Korea by organizing trade missions and market survey teams to a number of foreign countries on a regular basis.  KITA's Trade Service Center also assists potential foreign buyers or sellers.  The Center also offers on-the-spot consultation and personalized advisory service regarding trade rules and regulations, export and import procedures, business management, market research, technology development, and taxation. In addition, KITA maintains six overseas branch offices, two of which are based in Washington D.C. and New York.

Seoul is the largest trade show venue in Korea with its Convention and Exhibition Center, popularly known as "COEX."  Covering 36,027 square meters of exhibition space, COEX is a full-service trade organization providing multi-lingual simultaneous translation, full range of audio-visual equipment, lighting and sound systems, as well as comprehensive information services. The Seoul Trade Exhibition Center (SETEC) also located in Seoul, is run by the Korea Trade/Investment Promotion Agency (KOTRA).  

The second largest city in Korea, Busan, located in southeastern part of Korea currently holds regular national exhibitions.  The Busan Exhibition & Convention Center (BEXCO) has a floor space of 26,446 square meters.  There is also an outdoor exhibition site with 13,223 square meters of available space.  

Advertising

Korea’s advertising market is open to 100 percent foreign equity participation.  Foreign advertising agencies control more than 50 percent of the Korean advertising market.  All the major international agencies are present in Korea.

There are four major broadcast networks (television and radio) in Korea.  KBS I and KBS II are owned and operated by the Korean government, while MBC and SBS are independently operated.  However, government influence remains, since advertising time on these and other broadcast networks is sold exclusively through a government organization known as the Korea Broadcast Advertising Corporation (KOBACO). Companies must register with this corporation if they intend to advertise.  As of 2008, approximately 273 foreign and Korean agencies were registered with this corporation. 

Though censorship in advertisement is still practiced in Korea, it is not as strict as it has been in the past. The Korea Advertising Review Board (KARB), which consists of advertising and industry associations, currently controls advertising censorship procedures. In addition, the government’s Korean Fair Trade Commission is responsible for determining whether an advertisement makes accurate claims. 

Several local TV stations have been established in recent years.  This development, as well as the advent of cable television in 1995, has expanded advertising's potential reach to Korean audiences.  As of August 2008, the Korean cable industry was served by 103 system operators and about 200 program providers offering diverse cable programs such as business news, sports, music, Buddhist programming, shows on the Korean board game “baduk” (“Go”), etc.  There are also five shopping channels, including CJ, Hyundai, GS, Lotte, and Nongsusan.  Estimated total sales volume for these five shopping channels in 2008 was approximately USD 4 billion. 
Advertising market opportunities are predicted to show strong growth as more Koreans gain access to electronic media. Cable television in Korea currently has an audience of over 15 million households. Additionally, the government took steps to promote broadcast satellite television in digital format in 2001, with expectations of nationwide coverage by 2010.  Korea Digital Broadcasting (KDB), a subsidiary of state-run Korea Telecom, holds the contract for digital broadcasting. In 2008, KDB broadcast 150 satellite channels reaching an estimated 2.31 million households.

Internet advertising also offers significant market growth potential, since the number of computer users will further increase in the coming years. There are currently 15 million Internet using households in Korea, which amounts to about 98 percent of total households in Korea.

Local Fair Authorities

· Convention and Exhibition Center (COEX)

Tel: 82-2-6000-0114

Website:  http:www.coex.co.kr
 SYMBOL 183 \f "Symbol" \s 10 \h      Korea International Exhibition Center (KINTEX)

      Tel:  031-810-8039

Fax: 031-810-8083

      Website: http://www.kintex.com
· Busan Exhibition and Convention Center (BEXCO)

Tel: 82-51-740-7300

Fax: 82-51-740-7320

Website: http://www.bexco.co.kr/
· Seoul Trade Exhibition Center (SETEC)

Tel: 82-2-2222-3800

Fax: 82-2-2222-3820

Website: http://www.setec.or.kr/eng_new/main.do
· Daegu Exhibition and Convention Center (EXCO Daegu)

Tel: 82-53-601-5000

Fax: 82-53-601-5029

Website: www.excodaegu.com
KITA US Offices

· KITA NY Office

Tel: 212-421-8804(ext. 26) 

Fax: 212-223-38270 

E-Mail: kitany@kita.net 
Website: http://www.kita.net/ny/eng/01/index.html
· KITA Washington Office

Tel: 917-699-2032, 703-242-5713 

Fax: 703-242-5714 

E-Mail: wayne@kita.net 
Website: http://www.kita.net/ny/eng/01/index.html
· Korea Trade Investment Promotion Agency (KOTRA)

Tel (rep): (82-2) 3460-7114 
Fax (rep): (82-2) 3460-7777

Website: http://www.kotra.or.kr/
To view the list of major newspaper agencies in Korea, go to the link below.

http://www.buyusa.gov/korea/en/newspapercontacts.html
CS Korea provides the Single Company Promotion service to U.S. firms through which firms can promote their products in Korea.  Additionally, the “Featured U.S. Exporters (FUSE)” site provides information on how a company can advertise products on the Commercial Service’s worldwide website in various languages for free.  Click on “FUSE” for more information.
Pricing
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U.S. goods have a reputation among Korean buyers of having quality, durability, and performance; however, since Korean manufacturers are price-conscious, they often perceive U.S. products to being expensive.  In an export-oriented economy where finished products must meet keen competition in the world market, many Korean manufacturers believe that it is essential to buy the lowest priced raw materials and equipment, even at the expense of quality.  Goods from China, Japan and elsewhere are often considered to be more attractive primarily because of price.  Korean OEM manufacturers often seek to lower input costs to offset high Korean labor costs.  Another factor to consider in assessing pricing attitudes is the tendency to “bundled” products hoping to achieve an overall low price.  Finally, Koreans have tendency to undervalue "software" (engineering and other services components), particularly in the procurement of major systems.

Considering the factors outlined above, U.S. exporters might consider: 1) adapting their products to Korea by marketing basic units, 2) take into account of repeat business and follow-on spare parts and auxiliary equipment in determining pricing policies, and most importantly, 3) emphasize the superior quality and technology of U.S. manufactured products as a key to lower overall production costs.

Korea has consumer-protection legislation that requires consumer items be labeled with both the manufacturer’s sales price to the retailer and the marked-up retailer’s price to the consumer.  The mark-up from manufacturer to consumer ranges from 50 percent to 150 percent.

Korea has a 10 percent sales tax that is included in the price of taxable items. There is a 10 percent VAT on services provided in Korea. 

Sales Service/Customer Support
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Sales and after-sales service is generally secondary to product and price considerations.  Following the Korean War, at a time when foreign currency was scarce, Korean plant operators relied on their own resources or on small machine shops to service machinery.  This tradition of self-reliance and improvisation is still prevalent in contemporary Korean business practices.  However, with increasing competition among foreign suppliers in the market, service has taken on a significant component.

Private traders and agents often hire in-house engineers to install equipment.  For specialized installations, however, the best source of assistance includes resident and offshore foreign engineers in coordination with local engineers, whose services are available on contract basis.

Japan's proximity to Korea as well as similarities in business culture between the two countries allow Japan to send teams of specialists to Korea at marginal cost and effort providing skilled installation, maintenance and repair services.  U.S. firms might consider regional service facilities that can cover the support needs of equipment sold in Korea.  The emphasis by American firms on the training of personnel, often through U.S.-based programs, has proven beneficial.

Protecting Your Intellectual Property
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Please refer to Chapter 6 (Investment Climate), for further details on the protection of intellectual property rights with regard to patents, copyrights, trademarks and their policy implications. 

Register your Intellectual Property

Registration is particularly important when it comes to protecting your trademarks, designs and patents in Korea.  Unlike the trademark registration system in the United States, which is based on “first commercial use” or “first intent to use,” the trademark, design and patent registration system in Korea is based on “first-to-file,” or more accurately, first to successfully register with the Korea Intellectual Property Office (KIPO), the U.S. equivalent of the Patent and Trademark Office.  

If a U.S. company is considering entering the Korean market it is highly advisable that the U.S. company register their trademark first before an unauthorized party takes such a pre-emptive move. 

Registration of trademarks is in Korean requiring a qualified local attorney familiar with procedures.  To have maximum effect, a company should be prepared to register its trademark in every applicable product class category for the product(s).   Protection is not generally provided under the Korean legal system if the company has not registered in the relevant product class category.  Should the trademark registration remain unchallenged, the entire registration process should take ten months from the date you submit your application form to KIPO.

During the course of trademark registration, information on pending applications initially becomes available in publications of the Korea Invention and Patent Association two to three months after the initial application.  Official announcements of pending applications are published for comment by KIPO in its Official Gazette.  The U.S. company may discover from the aforementioned publications that an unauthorized party has filed the trademark and is awaiting registration.  In this case the company is eligible to file an Opposition Action Petition within a 30-day period of official publication.  In an opposition action petition, the company states their case as to why the unauthorized party’s application should be rejected.  After reviewing the opposition action petition, KIPO can decide either to proceed with registering the unauthorized trademark application or to reject the trademark application, clearing the path for the U.S. company to register at a later date.  

At a minimum, American companies that plan to enter the Korean market in the future should monitor KIPO public notices to ensure that their trademark has been properly registered. 

The 1998 Trademark Act provides KIPO with grounds to reject third-party applications of the same or similar trademarks if KIPO is convinced that the registration is done in "bad faith."  As capable as trademark examiners can be, some trademark registrations by unauthorized registrants have slipped through the cracks and have been unfortunately registered.   Registration by an unauthorized party may include “predatory registration” (i.e., knowing that the mark belongs to another company, the unauthorized applicant registers the mark, with no intention of using it but rather to sell the trademark registration when the legitimate trademark owner tries to enter the Korean market).

If an unauthorized trademark application has been registered with KIPO, and the party is using the U.S. company’s trademark commercially in Korea, the U.S. party may seek an  “Invalidation Action”.   The American company’s petition should outline why the unauthorized trademark owner’s registration should be voided (invalidated), i.e. that the American company is the legitimate and original trademark owner, and that consumers know the trademark to be associated with the U.S. company.

If the company follows either the invalidation or cancellation action routes, the burden of proof lies with the petitioner.  U.S. companies should be prepared to provide documentation showing commercial use (include samples of the product and illustrating the uniqueness of the trademark and product), to substantiate financial investment in advertisements (include all examples of actual advertisements or promotional materials that appeared in the media), even to provide results of any surveys that show that the brand name is publicly recognized in Korea and that the company is the source of the legitimate goods promoting the trademark. 

A final judgment on a petition can be a long process due to the length of time it takes to go from the KIPO Tribunal Board, via the Korean Patent Court, to the Korean Supreme Court.  Four years or more is not unheard of for a final decision using the legal process and even then there is no guarantee that the U.S. company will be successful.  Regardless of the approach taken, good legal counsel is essential.   

 “Use” your trademark

Foreign companies that have registered their trademarks in Korea to protect their trademark, and left it unused within Korea, have been known to lose their trademark rights to Korean registrants on the grounds of lack of use.  “Use”, in this case, includes not only sale of a product or service with the trademarks but also advertisements on TV, magazines, newspapers, Internet and so on.  Please consult with your legal counsel on how you can show sufficient use of your trademark should your trademark be challenged.

How and Where to Register Your Intellectual Property in Korea

Both the United States and Korea are members of the Madrid Protocol, which allows companies from the member nations to apply for trademark ownership in several member nation countries simultaneously.  In Korea, a U.S. company can register their trademark and patents with the Korea Intellectual Property Office (KIPO).  Foreign applicants are required to retain a licensed local attorney in order to prepare applications in Korean and to conduct necessary follow-up correspondence locally.  Under international law, copyrights do not have to be registered in order to be protected; however, similar to the U.S., registration is also possible in Korea with the Ministry of Culture and Tourism.  Enforcement of legally registered copyrights, trademarks, and patents are under the jurisdiction of the Prosecutor's Office in Korea.

	Type of Intellectual Property
	Where to Register

	Trademark, Patent
	Korea Intellectual Property Office (KIPO)

(KIPO)
http://www.kipo.go.kr
 

	Copyright
	Copyright Registration Division: Copyright Commission

http://eng.copyright.or.kr/
www.mcst.go.kr


When registering a copyright, trademark, or patent, US companies should maintain control of their intellectual property (e.g., registering in the U.S. company’s name) even if they request their Korean agent to do the processing.  This control is particularly important should the relationship dissolve.  

Need for a Local Attorney

A large number of Korean law firms focus on international business. Most experts advise engaging a local attorney before making major business decisions in dealing with Korean companies. In addition to advice on structuring deals or arranging contracts, Korean law firms are usually well connected into the power structure and have extensive contacts in government ministries. 

To learn more about intellectual property laws, enforcement bodies and issues in Korea, visit the IPR toolkit at http://www.buyusa.gov/korea/en/iprtoolkit.html.


For list of major law firms in Korea, go to www.buyusa.gov/korea/en/lawfirmcontacts.html.
Due Diligence
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Local representation is essential for the success of foreign firms in the Korean market. Due diligence is critical, especially when selecting a local partner for joint ventures, licensing, and distribution.  A due diligence check on a potential Korean business partner should include an evaluation of the company’s financial and operational history, accounting practices, hidden ownership interests, corporate relationships with other Korean companies, and position in the market for the product(s) you are exporting.

CS Korea offers a fee-based service called the International Company Profile, which provides information on potential Korean business partners to help American companies obtain accurate, up-to-date information.  The report includes financial information on Korean companies as well as any background information that the U.S. Commercial Service may have identified through our network of business contacts.
Local Professional Services
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Korea has a highly developed economy with a full range of professional services. For more information on professional services, please see the links below: 

List of agents/distributors: http://www.buyusa.gov/korea/en/agentscontacts.html
List of law firms: http://www.buyusa.gov/korea/en/lawfirmcontacts.html
List of major banks: http://www.buyusa.gov/korea/en/bankcontacts.html
List of major real estate and real estate consultancy firms, accounting companies and human resources firms in Korea: http://www.buyusa.gov/korea/en/realestatecontacts.html
List of major newspaper contacts: http://www.buyusa.gov/korea/en/newspapercontacts.html
The U.S. Commercial Service, Korea, provides the Single Company Promotion service to U.S. firms.  Additionally, the “Featured U.S. Exporters (FUSE)” site provides information on how you can advertise your products on our worldwide website in various languages for a small fee.  Click on “FUSE” for more information.

Web Resources
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Busan Exhibition and Convention Center (BEXCO):

http://www.bexco.co.kr/
Contacts for Accounting Firms in Korea:

http://www.buyusa.gov/korea/en/realestatecontacts.html#_section2 

Contacts for Agents or Distributors in Korea:

http://www.buyusa.gov/korea/en/agentscontacts.html
Contacts for Employment Agencies in Korea:

http://www.buyusa.gov/korea/en/realestatecontacts.html#_section3
Contacts for Major Banks in Korea:

www.buyusa.gov/korea/en/bankcontacts.html
Contacts for Major Law Firms in Korea:

http://www.buyusa.gov/korea/en/lawfirmcontacts.html
Contacts for Major Newspaper Agencies in Korea:

http://www.buyusa.gov/korea/en/newspapercontacts.html
Contacts for Real Estate Consultants, Accounting Firms and Human Resource Agencies:

http://www.buyusa.gov/korea/en/realestatecontacts.html
Convention and Exhibition Center (COEX):

http://www.coex.co.kr/
Daegu Exhibition and Convention Center (EXCO Daegu):

http://www.excodaegu.com/
Defense Acquisition and Procurement Agency (DAPA):

http://www.dapa.go.kr/eng/index.jsp 

Dun and Bradstreet:

http://www.dnbkorea.com
Featured U.S. Exporters (FUSE)

http://www.buyusa.gov/home/fuse.html
  

Government e-Procurement Service (GePS):

http://www.g2b.go.kr/
International Company Profile:

http://www.buyusa.gov/korea/en/icp.html
Invest KOREA:

http://www.investkorea.org/
KITA NY Office:

http://www.kita.net/ny/eng/01/index.html
KITA Washington Office:

http://www.kita.net/ny/eng/01/index.html 

Korea Broadcast Advertising Corporation (KOBACO):

http://www.kobaco.co.kr/eng/index.asp
Korean Commercial Arbitration Board:

http://www.kcab.or.kr/servlet/kcab_adm/memberauth/5000
Korea Importer’s Association (KOIMA)

http://www.import.or.kr/
http://www.koima.or.kr/
Korea Intellectual Property Office (KIPO):

http://www.kipo.go.kr
Korea’s Main Distribution Centers:
Busan: http://www.portbusan.or.kr
Daegu: http://english.daegu.go.kr
Gwangyang: http://www.gwangyang.go.kr/
Incheon: http://www.incheon.go.kr
Korea Online Shopping Association
http://www.kolsa.or.kr
Korea Trade Investment Promotion Agency (KOTRA):

http://english.kotra.or.kr/wps/portal/dken
Kroll Korea:

http://www.krollworldwide.com/
Public Procurement Service (PPS):

http://www.pps.go.kr/english/
Seoul Trade Exhibition Center (SETEC)

http://www.setec.or.kr/eng_new/main.do
Single Company Promotion: A service provided by the U.S. Commercial Service for U.S. firms wishing to enter the Korean market.

World Federation of Direct Selling Associations

http://www.wfdsa.org/
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Chapter 4: Leading Sectors for U.S. Export and Investment 

NOTE:  Given the 30% decline in the value of the Korean Won vis-à-vis the United States Dollar during 2008 and first quarter of 2009, trade statistics related to best product industry sectors would need to be evaluated based on significant exchange rate differential impacting the reported trade volume.

Commercial Sectors

The following Best Prospects for U.S. Exports are arranged alphabetically.

· Automotive Parts and Accessories
· Broadcasting Programming and Equipment
· CNC Machine Tools
· Computer Software
· Construction
· Cosmetics
· Defense Industry Equipment
· Drugs and Pharmaceuticals
· Education and Training Services
· Medical Equipment and Devices
· Pollution Control Equipment
· Security Services and Products
· Travel and Tourism
· Wireless Broadband Equipment and Services
Agricultural Sector

· Agricultural Sector
Automotive Parts and Accessories

ITA CODE: APS
Overview
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	2006
	2007
	2008 (E)

	 Total Market Size 
	41,741
	45,999
	36,042

	 Total Local Production 
	48,432
	54,546
	44,173

	 Total Exports 
	10,014
	12,380
	12,039

	 Total Imports 
	3,323
	3,832
	3,907


(Unit:  USD million)

(Source: The above statistics are unofficial estimates based upon Korea Automotive Industry Cooperative Association reports)

[USD1= 950 Won (2006), 930 Won (2007), 1,100 Won (2008)]
NOTE:  Given the sharp decline in Korean Won/ US $ exchange rates in 2008/2009, the above table distorts the positive real growth we anticipate in this sector.
In 2008, Korea manufactured 4 million automotive vehicles, making it the fifth largest car manufacturer in the world after Japan, the U.S., China, and Germany.  The total size of the automotive parts market was estimated at USD 36 billion in 2008, a 21 percent drop from 2007.  The OEM market segment accounted for about 94 percent of total market demand and the aftermarket approximately represented the remaining 6 percent.
Imports decreased to USD 3.9 billion in 2008 from 4.0 billion in 2007 to account for 11 percent of the total market demand.  The drops in 2008 statistics are mainly due to the substantial KRW depreciation against USD.  When looked at on KRW basis, the market has experienced a nominal 3% decrease overall.

In the import market, Asian countries including Japan are the principal exporters to Korea, accounting for 48 percent of total imports.  The EU and North America follow Japan with a 38 percent and 12 percent market share, respectively.  

Major U.S. export items for the OEM market include gear boxes, wheels, steering parts, and engine parts, among others.  For the aftermarket, road wheels, spark plugs, and ignition cables, among others, are well received U.S. products.
In the era of global competition in the automotive industry, Korean OEMs are expected to expand global outsourcing practices for the procurement of parts and accessories.  Industry sources predict that the launch of Hyundai Motors’ manufacturing plant in Alabama, and the planned launch of Kia Motors’ Georgia plant in 2009 will accelerate this trend.  

Best Products/Services
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For OEM:

· Leading-edge engine design, engine control units (ECU), electronic engine parts

· Advanced core parts, including automatic transmissions, anti-lock brake systems and air bags

· Hybrid cars, fuel cell cars, and other low-emission related technologies

For the aftermarket:

· Replacement parts

· Spark plugs

· Ignition cables

· Timing belts

· Wiper blades

· High-end car audio systems and components

· High-performance automotive chemicals, such as wax and rust-proofing solutions, and

· Accessories, like window films.

Opportunities






Return to top
U.S. suppliers need to be aware of the competition, and offer products with technological advantages that the competition does not have.  They also need to educate end-users about the advanced features of their products.  It is strongly recommended to partner with a qualified and capable Korean distributor who maintains its existing sales network to serve end-users.  Exhibiting at local automotive trade shows can be a useful platform to explore the market and gain exposure to end-users.

Tapping into Korean automaker plants in the U.S. and U.S. parts suppliers with a manufacturing base in Korea is highly recommended to gain access to the Korean market.  Most of the major auto parts suppliers have a manufacturing base in Korea, which include Delphi, Visteon, TRW, Johnson Automotive Controls, etc. 

For the aftermarket, U.S. companies are recommended to supply through existing channels that include OEM’s after-sales service networks, automotive service franchises, independent auto service shops, etc.  
Resources
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Trade Show

Korea Autoparts & Accessories Show 2009 (KOAAshow 2009)
http://www.koaashow.com/
Automotive Aftermarket Industry Week 2009

 http://www.aaiwshow.com
Key Contact

Ministry of Knowledge Economy
http://www.mke.go.kr/language/eng/index.jsp
Local Contact

(Mr.) Young Wan Park



(Mr.) Mark O’Grady
Commercial Specialist



Commercial Attache
Email: young.park@mail.doc.gov


Email: mark.ogrady@mail.doc.gov
Website: www.buyusa.gov/korea
Broadcasting Programming and Equipment

ITA CODE: AUV
Overview
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	2006 
	2007 
	2008 (E)

	Total Market Size
	238
	250
	267

	Total Local Production
	87
	90
	95

	Total Exports
	60
	65
	70

	Total Imports
	91
	95
	102


(Unit:  USD million)

[USD1= 950 Won (2006), 930 Won (2007), 1,100 Won (2008)]
(Source: Korea Communications Commission) 

NOTE:  Given the sharp decline in Korean Won/ US $ exchange rates in 2008/2009, the above table distorts the positive real growth we anticipate in this sector.

Driving the development of digital content are new and potentially exclusive channels, basic and premium tier channels, plus on-demand content from domestic and foreign program suppliers.  The business of digital programming and content is made highly attractive by significant competition from cable, the rise in Direct To Home (DTH) services, the advent of Internet protocol television (IPTV), a projection that the digital TV universe will be almost all-pay by 2015, and major gains in consumer purchases of digital set-top-boxes (STBs).  It is forecast that total subscription revenues for pay TV will grow from USD 131 million in 2004 to over USD 427 million by 2010 and will be USD 658 million by 2015.

Cable TV was launched in Korea with analog broadcasting service in 1995 featuring 24 channels (program providers) delivered by 54 cable system operators (SOs).  Currently, 103 SOs are transmitting cable TV content.  Digital terrestrial TV was introduced in 2001, and digital cable TV services launched in 2004.  As a result, Korean cable TV SOs and program providers need to digitize most of their broadcasting facilities by 2012.  After the introduction of DTH services in 2000, the Korea Digital Satellite Broadcasting consortium (KDB) acquired the necessary license and launched pay TV services in March 2002 via its DTH satellite platform SkyLife.  SkyLife acquired more than 2.31 million digital DTH subscribers as of September, 2008, approximately 12 percent penetration rate of TV households in Korea.  

Attracting portable TV viewers is becoming more competitive.  Since December 2005, terrestrial providers have moved into digital multimedia broadcasting (DMB), which allows viewers to watch TV via a cell phone.  The rapid growth of DMB has become a hot trend, drawing the attention of the media and consumers.  According to industry sources, it is estimated that the number of satellite DMB subscribers will reach over ten million by 2010.  The satellite DMB services enable viewers to consume different types of video content, but they are discovering that content is severely lacking.  Lack of available content has forced providers to show amateur videos – to fill time, a provider broadcast the finalists of a university student video contest.  According to the Korea IT Industry Promotion Agency, the market demand for digital video content is relatively small, but increasingly growing.  The industry is forecast to grow to be worth several billion dollars by 2010 as new service platforms are implemented.  

In 2008, market demand for TV broadcasting equipment and services reached an estimated USD 266 million.  There are no major market access barriers for broadcasting equipment, and most categories of equipment enter Korea with an eight percent duty based on cost-insurance-freight (c.i.f.) value.

Spending among the multi-system operators (MSO) has driven opportunities for suppliers of digital equipment for terrestrial broadcasting.  In March 2004, the National Assembly revised the broadcasting law allowing for the establishment of digital services.  The law also allows increased foreign investment in Korean SOs and program providers.  This investment will speed up the deployment of digital cable TV, which in turn means increased opportunities for equipment suppliers and program providers.

Best Products/Services
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· Broadcasting equipment (encoding/multiplexing/modulating equipment)
· Test and measurement equipment

· Graphic equipment

· Production equipment

· Video servers and switchers
· Content related to education, children’s education, cooking, fitness etc. 
The shortage of quality content to supply the growing new service platforms represents a real opportunity for U.S. content providers.  The best prospects for imported content and programming are in the areas of movies, sports, animation, drama, and documentaries.

Opportunities
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Korea maintains certain broadcasting quotas (e.g., cable companies are limited to using no more than 20 percent of their channels for foreign channel retransmissions, and local content must account for 35 percent of animation channel programming).  While these are market barriers, there is a general dearth of local content, so foreign content is still in demand.   
The surge of investment in new broadcasting services represents important opportunities for U.S. program providers (PPs).  Korea currently has four terrestrial TV networks, 150 satellite TV channels, and approximately 70 cable TV channels.  After the launch of digital satellite and digital cable TV services, the current total number of Korea’s satellite and cable channels reached approximately 200.  Currently, U.S. programs accounts for approximately 70 percent of all imported programming.  With the popularity of U.S. programming in Korea and the enormous projected increase in channels, U.S. PPs are well positioned to expand rapidly in Korea’s growing market.  As of September 2008, there were about 200 registered PPs in Korea.  Among this number, approximately 70 PPs are responsible for the majority of activity in the market, providing programming both to satellite and cable TV channels.  Although digital broadcasting equipment for terrestrial TV services is forecast to remain the largest market segment through 2010, Korea’s launch of digital satellite and digital cable TV broadcasts will continue to bolster strong market demand over the next three years.  

KT (Mega TV), SK Broadband (BroadnTV), and LG Dacom (myLGtv) launched and aggressively promoted digital video services (or IPTV) over ADSL, VDSL, and fiber to the home (FTTH) networks.  There have been changes of media related regulation in late 2008 and it would enable the telecom operators to launch the IPTV service.  The threat of the new integrated product bundle service will clearly be a challenge to cable TV industry.  As a result, SOs are increasingly focusing their efforts on deploying digital set-top-boxes in volume, bundled with both Internet and, in the future, VoIP services. 

Resources
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Trade Shows

Cable TV Trade Mission to South Korea

June 3-5, 2009 

The mission will take place in conjunction with the 2009 South Korea Cable TV Association Trade Show, and participants will benefit from one-on-one business meetings with prospective agents, distributors, and end-users.  Participating companies will meet with Korean Cable TV system operators, program providers, and terrestrial TV and Internet Protocol Television (IPTV) service providers during the course of the show.  They will also be provided with updates on major projects, Embassy business briefings; and networking receptions, in one of the world's most wired countries, with a booming cable industry.  U.S. companies working with computer software, films/video, information services, and telecommunications equipment and services are encouraged to attend.  

http://www.export.gov/ICTkoreamission.

National Association of Broadcasters (NAB)

NAB Show
Korea Electronics Show

http://kes.org/kes2006/eng/main/index.html
Korea International Broadcast, Audio and Lighting Equipment Show (KOBA)

http://www.koba.or.kr/eng/main.asp
World IT Show 2009

http://www.worlditshow.co.kr/eng/index.php
Key Contacts 

Korea Communications Commission

http://www.kcc.go.kr/
Ministry of Culture, Sports and Tourism

http://www.mcst.go.kr
Local Contact

(Ms.) Alex Choi



(Ms.) Sarah Fox-Shin
Commercial Specialist


Commercial Attache
Email: alex.choi@mail.doc.gov 

sarah.fox-shin@mail.doc.gov
Website: www.buyusa.gov/korea
CNC Machine Tools

ITA CODE: MTL
Overview
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(Unit:  USD million)
	
	2006
	2007
	2008 (estimated)

	Total Market Size
	3,985
	4,085
	4,300

	Total Local Production
	4,112
	4,550
	4,900

	Total Exports
	1,425
	1,816
	2,200

	Total Imports
	1,298
	1,351
	1,600


(Source:  The above statistics are unofficial estimates based upon reports from the Korea Customs Service and Machine Tool Manufacturer’s Association of Korea.
[ 950 Won (2006), 930 Won (2007), 1,100 Won (2008)]
NOTE:  Given the sharp decline in Korean Won/ US $ exchange rates in 2008/2009, the above table distorts the positive real growth we anticipate in this sector.
The Korea Machine Tool Manufacturers’ Association (KOMMA) estimates that local production of machine tools will top USD 4.9 billion in 2008. This would represent a 7.7 percent increase from its previous year.  However, the market will slow down due to a lack of consumer demand for manufactured goods and the scaling back of production that resulted from the current global economic situation and the depreciation of the Korean Won.

The automotive industry continued to generate the lion’s share of machine tool orders representing over 35 percent of total orders. Demand for computerized numerically controlled (CNC) cutting machine tools, including lathes, milling machines, and machining centers continue to take a major part in total orders. KOMMA predicts that the demand for machine tools in automotive industry would not show a significant increase in 2008 due to the global financial turmoil.  

Demand for machine tools is primarily limited to the automotive and general machinery industries in Korea. However, shipbuilding, telecommunications, construction equipment, and electronics are additional market areas to consider.  Given the volatility of the market, and the ability of Korean competitors to produce quality machine tools, US importers are most successful where they offer a cost or technological edge.   
Best Products/Services
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· CNC turning centers
· CNC vertical machining centers
· CNC horizontal machining centers
· CNC 4 & 5-axis machining centers
· Machines for the production & processing of semiconductor wafers
· Machines for dry-etching patterns on semiconductor materials
· Laser cutters for the production of semiconductors
Opportunities
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For exporters of U.S. products to Korea, establishing strategic alliances, such as distribution, joint ventures or licensing agreements, with leading Korean companies in the machine tool industry is recommended.  Hiring local agents or distributors also is one of the most effective ways to sell U.S. products in the Korean market.  Large machine tool manufacturers have expressed interest in partnering with U.S. CNC machine tool manufacturers.
Resources
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Trade Shows 

Seoul International Tool & Related Equipment Exhibition
www.tool.or.kr
 (English site available)

Korea Machinery Fair (KOMAF) 2009

www.komaf.org  (English site available)


Seoul International Machine Tool Show (SIMTOS) 2007

www.simtos.org  (English site available)

Key Contacts 
Ministry of Knowledge Economy:
http://www.mke.go.kr/language/eng/index.jsp
Korea Machine Tool Manufacturers Association:

www.komma.org  (English site available)

Korea Tools Industry Cooperative: 

www.tool.or.kr  (English site available)


Korea Association of Machinery Industry:

www.koami.or.kr  (English site available)

Korea Construction Equipment Manufacturers Association:

www.kocema.org  (English site available)

Korea Automobile Manufacturers Association:

www.kama.or.kr (English site available)

Korea Automotive (Auto Parts) Industries Cooperative Association:

www.kaica.or.kr  (English site available)

Korea Aerospace Industries Association:

www.aerospace.or.kr  (English site available)

Korea Aerospace Research Institute: 
www.kari.re.kr  (English site available)
Local Contact 

Nathan Huh





Mark O’Grady
Commercial Specialist



Commercial Attache
E-mail: nathan.huh@mail.doc.gov


E-mail:  mark.ogrady@mail.doc.gov
Website: www.buyusa.gov/korea
Computer Software 

ITA CODE: CSF
Overview
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	2006
	2007
	2008 (Estimated)

	Total Market Size
	5,610
	5,797
	5,851

	Total Local Production
	5,184
	5,340
	5,393

	Total Korean Exports
	115
	120
	122

	Total Imports into Korea
	541
	577
	580


 (Unit:  USD million)

[Source: The above statistics are unofficial estimates by Commercial Service Korea for the software market]

[USD1= 950 Won (2006), 930 Won (2007), 1100 Won (2008)] 
NOTE:  Given the sharp decline in Korean Won/ US $ exchange rates in 2008/2009, the above table distorts the positive real growth we anticipate in this sector.
Korea’s global leadership in wireless communications and broadband Internet access services has spawned tremendous demand for all types of software, especially for specialized and innovative technologies, providing opportunities for sales of advanced and highly specialized U.S. software solutions.  Despite the current economic downturn, the overall software market is expected to maintain steady annual growth of 5 percent attributed to continued market demand in new IT services, Software as a Service (SaaS) as well as packaged software.
There is a new trend in the software services market, driven by Software as a Service (SaaS) and Web 2.0, offering more flexible and interactive online services, through which software developers/users can conveniently purchase and customize the software to their needs at lower costs.  The software distribution market is also transitioning from traditional PC bundling and packaged/licensed purchases to web-based distribution services.  The new software service and distribution models are expected to influence software market growth over the next several years.  

U.S.-source packaged software accounts for more than 80 percent of Korea’s software import market, and U.S. suppliers are expected to remain the principal suppliers of packaged software to Korea for the next several years.  Technological advancements in Korea’s software sector are still behind that of the U.S. and Japan, a result of Korea’s relatively recent computerization and an acute shortage of highly qualified software engineers.  Korea’s systems integration companies and software developers are actively trying to develop partnerships with global leaders in every segment of IT services and solutions to deliver total solutions to clients in a time-to-market manner and to target the domestic and global market at the same time.  U.S. suppliers will continue to enjoy the competitive advantages of strong project management and marketing skills, compared to Korean firms and third-country suppliers.
The overall market demand for packaged software has been growing in relation to the development of Korea’s advanced IT infrastructure and related services in the e-commerce and telecom segments and will continue to grow at an average annual rate of 7 percent for the next five years.  The fact that the Korean government has increased efforts to strengthen its IPR protection and enforcement through the Computer Program Protection Law (CPPL) has also contributed to the strong growth in demand for both Korean and imported packaged software.
Best Prospects/Services
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· IT services/Software as a Service (SaaS) in telecom and public sectors

· Internet protocol TV solutions/storage technology
· Enterprise resource management and integration projects
Opportunities
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The market demand for IT services, SaaS, digital content, and security software are forecast to experience stable growth, driven by strong enterprise demands from efficient resource management policies through business intelligence solutions and integrated services.
Companies should also expect continued investment in Ultra Broadband convergence Network (UBcN) which is expected to launch by 2013, as well as growing demand from Internet Protocol TV (IPTV) and Voice over Internet Protocol (VOIP) services.  
Resources
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Trade Shows
World IT Show 2009

Dates: June 17-20, 2009

Location: COEX Convention Hall 

www.sek.co.kr
IT EXPO BUSAN 2009

Dates: September 2-5 2009

Location: Bexco, Busan

www.itexpo.or.kr 

2009 Korea Electronics Show (KES)

Dates: October 13-16, 2009

Location: KINTEX

www.kes.org 

Seoul International Electric Fair 2009

Date: October 27-30, 2009

Location: Kintex

www.sief.co.kr 

CeBIT 2010
Date:  March 2-6, 2010

Location:  Hannover, Germany (Deutsche Messe)

http://www.cebit.de/7590
Key Contacts
Korea Communications Commission (KCC)

www.kcc.go.kr
Ministry of Knowledge Economy

www.mke.go.kr
Radio Research Agency

www.rra.go.kr
Korea Association of RFID/USN (KARUS)

http://karus.or.kr/eng/index.asp
Local Contact

(Mr.) Chris Ahn 




Mark O’Grady



Senior Commercial Specialist



Commercial Attache
E-mail: chris.ahn@mail.doc.gov


E-mail:  mark.ogrady@mail.doc.gov
Website: www.buyusa.gov/korea
Construction


ITA CODE: ACE
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(Unit:  USD million)
	
	2005
	2006
	2007
	2008 (e)

	Total Market Size (USD)
	99,400
	112,947
	114,731
	98,455

	Total Market Size (Trillion Won)
	99.4
	107.3
	106.7
	108.3

	Market Growth Rate (USD)
	n/a
	13.6%
	1.6%
	-14.2%

	Market Growth Rate (Won)
	n/a
	7.9%
	-0.6%
	1.5%

	Total Exports
	10,859
	16,468
	39,788
	47,640

	Total Imports
	197
	109
	397
	400


 (Source:  The above statistics are unofficial estimates based upon reports from the Korean National Statistical Office and the Engineering and Consulting Association of Korea.)  

[USD 1= 950 Won (2006), 930 Won (2007), 1,100 Won (2008)]

NOTE:  Given the sharp decline in Korean Won/ US $ exchange rates in 2008/2009, the above table distorts the positive real growth we anticipate in this sector.
Total market size is expected to grow in 2008 by 1.5 percent in terms of the Korean Won. However, due to the increased value of the US dollar, market growth rate for the construction industry is expected to fall by 14.2 percent when exchanged into USD. The Construction and Economic Research Institute of Korea forecasted that total market size in 2008 would be able to reach approximately 108.3 trillion won. A consistent increase of exports to Asia and Latin America would contribute to the increased market size. By the second quarter of 2008, exports to the Middle East accounted for 49 percent of total exports, worth USD 1.3 billion. 

Korean demand for construction services is driven by four diverse, yet closely linked construction sub-sectors: construction of residential apartment buildings, civil engineering services, construction work for commercial/ industrial facilities and government-initiated infrastructure. The Construction Association of Korea reported that total orders reached USD 50 billion by the second quarter 2008. Compared to the same quarter of the previous year, this is a decrease of 1.4 percent. Out of that figure, construction for public services reached USD 16 billion, an increase of 22.1 percent from 2007, whereas private construction reached USD 34 billion, showing a decrease of 9.4 percent.

The market for privatized construction is affected by several factors. The supply of residential apartment buildings decreased by 15 percent by the end of 2007 due to the introduction of a new government policy which came into effect in September 2007. The law mandated a price ceiling for residential buildings, which automatically drove down supply. Moreover, a decreased number of build transfer lease (BTL) projects brought fewer opportunities for private firms to construct public facilities in return for rent payments from the government.      

Construction of government-initiated infrastructure has increased since 2008. A second phase of ‘new town developments’ as well as other large-scale regional development projects were launched in 2008. These projects were initiated by the prior Presidential administration to bring about government-backed “Ubiquitous City development,” “innovative city” planning, and the creation of “industrial cities.”  Many of these projects have continued to move forward and continue to be active during the Lee administration. The Construction Association of Korea estimates that construction for public facilities has increased by 9.4 percent in 2008, while on the other hand, private construction services have decreased by 1.9 percent compared to the previous year. 

As the Korean engineering services market evolves, the demand for technically advanced services for the construction of the so-called ubiquitous cities or U-cities continues to grow, creating additional demand for very creative and innovative services and technologies from U.S. American engineering firms working in Korea that are expected to expand their activities into the future as U.S. companies continue to hold a strong position in advanced engineering and soft technologies. U-cities described as the next step in the evolution of "Digital Cities", with redundant communications networks, both wired and wireless, making it possible to offer "ubiquitous services," based on the information contained in all information systems available to the public. The goal of these investment is not only to drive Korean investments in developing these technologies but to improve living standards by providing ready access to key residential, medical, commercial, and government information. 

Best Products/Services
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· Real-Estate development & project management

· Engineering consulting 

· Urban planning

· Digital / ubiquitous city infrastructure 
· Construction materials

· Structural/mechanical engineering services

· Earthquake-proof engineering

· Architectural design 

· Green building engineering
Opportunities
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Aside from the investments in U-cities, there are numerous other major projects that are creating opportunities for U.S. solution providers.  One recent project, already with significant U.S. involvement, is the New Songdo City development.  This is actually several projects including the construction of an International Business Complex, a High-Tech Industry Park and a Biological Industry Complex.  Located with direct access to Incheon Harbor and Korea’s largest international airport, Songdo’s goal is to be a financial hub of Northeast Asia, as residents will be able to interact freely with 60 economic cities nearby given its status as a designated International Free Trade Zone. The construction of the Northeast Asia Trade Tower (NEATT) will feature convention centers, international schools and residential homes designed to attract approximately 253,000 residents. Development plans are divided into 11 sections with the first four phases currently under construction.    

The U.S. Forces-Korea (USFK) relocation project is consolidated into the Land Partnership Plan (LPP) and the relocation of the Yongsan US Army Garrison. Once completed, the USFK will turn over a total of some 36 bases and training facilities to the Korean government.  DOD will consolidate numerous small garrisons and camps and have USFK operations move from the center of Seoul and surrounding areas to a new facility further south in the Pyongtaek region.  The prime management contract has been awarded to the U.S. engineering firm CH2M Hill and scope of work requirements and timelines are being developed.

Ubiquitous City Infrastructures---There are currently 7 key Ubiquitous City development projects underway: Incheon Free Economic Zone, Busan U-City, Pankyo U-Healthcare Town, Jeju Telematics, Suwon Techno Valley, Osong U-Bio City, Changwon U-City and U-Jeonju. The Korean government expects that approximately USD 143.2 million would be invested for R&D of U-Eco City Planning by 2012. Other than the projects mentioned above, 40 other city areas are pursuing plans to introduce high-technology, U-City models in the upcoming years. 

Resources
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Trade Shows

Conex Korea 2009
www.conexkorea.org  (English site available)

Key Contacts 

Ministry of Land, Transport and Maritime Affairs

www.moct.go.kr  (English site available)

Seoul Metropolitan City Government

www.seoul.go.kr  (English site available)

Incheon Metropolitan City Government

www.incheon.go.kr  (English site available)

Gyeonggi Provincial Government

www.gg.go.kr  (English site available)

Construction Association of Korea

http://www.cak.or.kr/  (English site not available)

Korea Engineering & Consulting Association

www.kenca.or.kr  (English site available)

Korea Institute of Construction Technology

www.kict.re.kr  (English site available)

Construction & Economy Research Institute of Korea

www.cerik.re.kr/  (English site available)

Korean Federation of Construction Industry Societies

www.kfcis.or.kr  (English site not available)

Local Contact 

Nathan Huh





Mark O’Grady
Commercial Specialist



Commercial Attache
E-mail: nathan.huh@mail.doc.gov


E-mail:  mark.ogrady@mail.doc.gov
Website: www.buyusa.gov/korea 
Cosmetics

ITA CODE: COS
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	2006
	2007
	2008

	Local Production (Not including exports) 
	4,189
	4,408
	4,628

	Exports 
	302
	304
	327

	Imports 
	597
	652
	728

	Imports from U.S. (Included in imports) 
	145
	156
	165

	Total Market 
	5,233
	5,520
	5,848


Exchange Rate: 2006 / USD 1 = KW 950, 2007 / USD 1 = KW 930, 2008 / USD 1 = KW 1100



Source: Korea Cosmetic Association, Korea Pharmaceutical Trade Association, Amore Pacific 2007 Cosmetic Industry Forecast

NOTE:  Given the sharp decline in Korean Won/ US $ exchange rates in 2008/2009, the above table distorts the positive real growth we anticipate in this sector.
During the last decade, Korean women have become more receptive to western health and beauty products.  Korean women spend as much money per capita on cosmetics and skin care products as do the French and the Japanese.  At USD 130 per person for cosmetics, Koreans have one of the highest consumption rates in the world.  As more Korean women are entering the labor force and seeing their disposable incomes grow, they have become avid users of imported cosmetics, yielding significant gains for U.S. suppliers.  Other trends have developed in tandem with the continued strong expansion of the Korean market for imported cosmetics that is causing increasing demand for certain cosmetic subsectors. Korea is experiencing a strong “well-being” trend, and as a result  they are seeking out natural and/or “green” cosmetics products.  Also, since Korean women want to appear younger and healthier, functional cosmetics or so-called ‘cosmeceuticals’ that focus on anti-aging, whitening, and anti-ultraviolet care have become very popular.  Another trend is that Korean men are also becoming significant consumers of cosmetics, providing opportunities for cosmetics companies featuring men’s lines.  
The Korean cosmetics market continues to be polarized, with products focused at the premium end and at the lower-priced, mass-market end. Thus, cosmetic companies focus their offerings towards two distinct groups of consumers or target audiences: consumers shopping at low-cost cosmetics franchise stores and those shopping for high end luxury cosmetics at more expensive department stores. The ratification of the U.S. - Korea Free Trade Agreement (KORUS FTA) promises strong advantages for U.S. exporters as Korean tariffs on imported U.S. cosmetics would be eliminated over a three to ten year period after ratification.  These market trends offer good opportunities for U.S. companies in the years ahead. 

Foreign cosmetics companies often identify that the importation process is unnecessarily complex, time-consuming and opaque. In response, the Korean government has announced that it will increase the budget to hire more personnel to handle the Korea Food and Drug Administration’s (KFDA) testing and approval process due to the increasing number of cosmeceutical products entering the market.  
Sales of men’s cosmetics is estimated to continue to expand with 2008 sales expected to reach USD 563 million.  This growth reflects the trend that men have expanded their interest from simple skincare to other cosmetics, such as facial scrubs, facial masks, congealers, SPF products, and other cosmeceutical products. With this trend, men’s skincare salons have opened in business districts, providing one-stop total beauty and hair care services including hair cutting, perms, treatments, as well as facials. To meet this increasing demand for men’s skincare products, many department stores have opened men’s cosmetics counters on the men’s floor featuring recognized international brands like Clinique, Clarins, and Biotherm that offers after-shave lotions, cleaning foams, facial scrubs, facial packs, essences, and other functional cosmetics. 
According to research from the Korea Cosmetic News, skin care products make up about 15 percent of the total cosmetics market, or about USD 903 million. Imported cosmetic skin care products accounted for about 50 percent of the USD 903 million, or USD 451.7 million.  
Best Prospects/Services
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· Men’s Cosmetics

· Natural/organic Skincare Products

· Cosmeceuticals 
Opportunities






Return to top
Cosmetics/cosmeceuticals retail distribution channels have expanded in the last several years. The recent introduction of on-line shopping malls, television home-shopping channels such as QVC, pharmacies/drug stores, and catalogue orders have emerged as challengers to traditional retail channels such as direct selling, multi-level marketing, "mom and pop" stores, specialty retail establishments, department stores, discount stores, etc.  

There are currently three major franchised drug stores competing in the local market, Olive Young by CJ, W-Store by Kolon, and GS Watson’s by GS in partnership with Watson’s.  These retailers target customers focusing on wellness products by providing organic/natural cosmetics, nutritional supplements, OTC drugs, and general consumer goods.  U.S. companies should seek opportunities in line with this new retail concept.

Resources
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Major Show

Name: Cosmobeauty Seoul

http://www.cosmobeautyseoul.com/en/index.php
Name:  Natural Products Exhibition West (NPEW)
http://www.expowest.com/ew09/public/enter.aspx
Key Contacts

Korea Food & Drug Association (KFDA)
http://kfda.go.kr/index2.html
Korea Pharmaceutical Traders Association (KPTA)

http://www.kpta.or.kr/E_main.asp
Korea Cosmetic Association (KCA)

http://www.kcia.or.kr/eng/company/greeting.asp
Local Contact
Grace Sung 





Sarah Fox-Shin
Commercial Specialist



Commercial Attache
Email: grace.sung@mail.doc.gov


Email:  sarah.fox-shin@mail.doc.gov
Website: www.buyusa.gov/korea
Defense Industry Equipment     






ITA CODE: DFN
Overview







Return to top
	
	2006
	2007
	2008

	Total Market Size
	9,099
	4,373
	10,501

	Total Local Production
	7,011
	3,014
	5,309

	Total Exports
	262
	845
	1,031

	Total Imports
	2,350
	2,204
	6,223


(Unit:  USD million)

 [Source: Ministry of National Defense (MND)] 

 [USD 1= 950 W (2006), 930 Won (2007), 1,100 Won (2008)]
NOTE:  Given the sharp decline in Korean Won/ US $ exchange rates in 2008/2009, the above table distorts the positive real growth we anticipate in this sector.

The Republic of Korea (ROK) maintains the sixth largest military force and continues to be a key strategic defense ally of the United States in maintaining peace and stability in north-east Asia.  South Korea’s continued move towards defense modernization and the eventual takeover of operations control (OPSCON transfer), the ROK continues to allocate large portions of its budget to defense spending.   The ROK Ministry of National Defense (MND) requested 28.9923 trillion Won to the Ministry of Strategy and Finance for the CY 2009 budget.  The request represents an 8.8 percent annual increase in the defense budget vis-à-vis 2008, which is slightly lower than the 9 percent increase that was originally sought for implementation “Defense Reform 2020.”  The MND is hopeful that the requested budget will be sufficient to focus on several key defense areas especially improving conditions for military personnel and supporting the force improvement program.  
Budget for Defense Projects

South Korea’s CY 2008-2009 defense budget line items of interest include projects like the K-9 thunder self propelled howitzer, K-10 Ammunition Resupply Vehicle (ARV), Korean Main Battle Tank, the Korean Amphibious Assault Vehicle,  the Weapon Locating Radar and FA-50 Golden Eagle development program. 
Current Defense Projects

Korea has attracted the attention of all major players in the global defense/aerospace industry through defense and aerospace projects such as Korean Main Battle Tank, KDX III King Sejong the Great Class Aegis Destroyer, medium altitude long endurance (MALE) UAV and T-50/A-50 Golden Eagle. 

Total Defense Market

DAPA procurement in 2008 was USD 11.5 billion, with USD 6.2 billion worth of procurement was made through FMS or commercial military sales (DCS).  U.S. defense firms are integral to Korean defense, with U.S. business holding a commanding 49.8 percent market share.  
U.S. firms have enjoyed a dominant position in the Korean defense sector.  However, MND has begun considering diversification of foreign equipment and services.  Major European companies, especially German, French and British firms, are increasing their presence in the Korean market.  In addition, Israeli companies are becoming more prominent in competition for Korean defense projects.  Diversification of suppliers is a major part of MND’s acquisition strategy, which serves as leverage to reduce overall costs.  Korea continues to demand technical cooperation and technology transfer, so that the Korean defense industry is not relegated to simply being a sub-contract supplier of low-technology parts.  
End-users

The principal point of contact for major defense projects are the service branches (ROKAF, ROKA, ROKN) and DAPA (Defense Acquisition Program Administration).  These branches of the military procure all necessary equipment and systems through DAPA.  For projects requiring local co-production or co-development, foreign firms very often participate in a consortia with leading local firms such as KAI, Hyundai Heavy Industries (HHI), and Samsung etc.  
Best Products/Services
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- Military aerospace (fighters, multi-role airlift aircraft)
- Avionics
- C4ISR
-  Missile technology
-  Maritime defense electronics and systems
 

Opportunities
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Airborne Mine-sweeping Counter Measures (AMCM) est. $500 million
The Korean Navy plans to procure eight MH-60 class mine warfare helicopters by 2011.
Next Generation Frigates (FFX)

The Korean Navy (ROKN) plans to deploy a total of nine 2,500 ton class frigates by 2018.  The delivery of one ship per year will begin from 2010-2018.  
Resources
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Trade Shows


Seoul International Aerospace & Defense Exhibition 2009 (Seoul Air Show 2009)
Date: October 20-25, 2009
Venue: Seoul Airport
Organizer: Korea Aerospace Industry Association (KAIA)
11th Flr., 923-5, Mok-dong, Yangchun-gu, Yungdeungpo-gu
Seoul 158-715, Korea
Tel: 82-2-761-1542, Fax: 82-2-761-1544
E-mail: kscho@seoulairshow.com
www.seoulairshow.com
The U.S. Embassy in cooperation with the U.S. Department of Defense will be hosting a U.S. pavilion at the Seoul Air Show 2009.  The event will also be a first as the Seoul Aerospace and Defense Exhibition, will for the first time, incorporate land based defense systems and platforms into the event.  Of particular interest, we are highlighting key growth areas including maintenance, repair and overhaul (MRO), unmanned aerial vehicle systems (UAV), production and technology transfer, and regional marketing of defense systems.

2009 DAPA’s 3rd International Acquisition Conference
Date: October 20-21, 2009
Venue: N/A
Organizer: Acquisition Planning Bureau, DAPA
20-15 Yongsan-dong 2-ga, Yongsan-gu, Seoul 140-833, Korea
Tel: 82-2-2079-6330
E-mail: diac@dapa.go.kr
Naval & Defense 2009
Date: October 21-24, 2009  
Venue: Busan BEXCO
Organizer: Kyungyon Exhibition Co., Ltd.
17-1 Yoido-dong, Yungdeungpo-gu
Seoul  150-727, Korea
Tel: 82-2-785-4771. Fax: 82-2-785-6117/8
E-mail: sara@kyungyon.co.kr
Key Contacts 
Ministry of National Defense (MND)
www.mnd.go.kr
Defense Acquisition Program Agency (DAPA)
20-15 Yongsan-dong 2-ga, Yongsan-gu, Seoul 140-833, Korea

Local Contact 

Ms. Myoung Soo Lah 




Erik Hunt
Senior Commercial Specialist



Commercial Attache
Email: myoung.soo.lah@mail.doc.gov

Email: erik.hunt@mail.doc.gov
Website: www.buyusa.gov/korea
Drugs and Pharmaceuticals

ITA CODE: DRG
Overview
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	2006
	2007 
	2008 (estimated)

	Total Market Size
	12,359
	13,701
	15,071

	*Total Local Production
	11,102
	12,303
	13,533

	**Total Exports
	493
	581
	639

	**Total Imports
	1,749
	1,979
	2,177

	**Imports from the U.S.
	225
	271
	298


(Unit:  USD million)

[USD1=  950 Won (2006), 930 Won (2007), 1,100 Won (2008)]
Sources:  U.S. Commercial Service Korea, * Korea Pharmaceutical Manufacturers Association (KPMA), ** Korea Pharmaceutical Traders Association (KPTA), Intercontinental Marketing Service (IMS)  
NOTE:  Given the sharp decline in Korean Won/ US $ exchange rates in 2008/2009, the above table distorts the positive real growth we anticipate in this sector.

1) Local production includes production by multinational firms.

2) Local industry sources estimate market size reached USD 9.2 billion in 2006, USD 10.5 billion in 2007, and an estimated USD 11.5 billion in 2008.    

International pharmaceutical companies continue to rank Korea as one of the larger “pharmerging” markets in Asia.  Innovative preparations continue to dominate the market with foreign imports or local manufacture of foreign products taking a large share of the pharmaceuticals budget.  Industry sources project double digit growth as health care spending continues to increase.  Given Korea’s aging population, per capita health care expenditures will continue to rise, even as the Government of Korea seeks to manage costs.   
Notwithstanding the Korean government’s cost containment measures, the U.S. government will continue to work closely with and advocate on behalf of U.S. exporters’ market access concerns.  This includes continuing to encourage the Korean Government to make the market more transparent, to reimburse innovative drugs at appropriate levels, and to ensure Korean patients have access to innovative pharmaceuticals.  Industry sources speculate that the Korean government’s need to reduce costs will be balanced by satisfying consumer demands for advanced health care over the next few years.  We advise U.S. exporters of research-based, innovative drugs to evaluate the impact of the new reimbursement system on their potential sales before entering this lucrative and growing, but challenging market. 
With the Korean government’s encouragement, the Korean biotech pharmaceutical industry is striving to invest more in R&D (currently only 4-5 percent based on sales revenue) and diversify from the production of generics and antibiotics.  This trend presents excellent opportunities for U.S. biotech firms to participate in Korea’s strategic biotech sector.  Korea’s pharmaceutical industry is competitive in terms of chemical synthesizing technologies, and it is strengthening its competition in the areas of  drug screening, safety evaluation and clinical trials.  Korean companies are pursuing strategic alliances with multinational firms to finance R&D for new products or for cross licensing of existing technologies.  Industry experts predict that the U.S. market share will increase as more U.S. biotechnology-based products become commercially available over the next few years.
Best Products/Services





Return to top
Therapeutic pharmaceuticals
Opportunities
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The Osong Bio-Technopolis, a program within the Korean Ministry of Health, Welfare and Family Matters, is seeking foreign investment for biotechnology industry development in the high-tech science park at Osong.   The 4,633,000 square meter science park will have two major focuses:  pharmaceuticals and cosmetics (59.7 percent) and medical devices (25.8 percent). Since the Korean biotech industry is still developing, opportunities exist for U.S. companies interested in the future potential of this industry in Korea.  
Resources
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Trade Shows

N/A

Key Contacts 


Ministry of Health, Welfare and Family Matters
www.mw.go.kr
Korea Food & Drug Administration

www.kfda.go.kr


Health Insurance Review Agency

www.hira.or.kr


Local Contact

Ms. Yoon-Shil Chay




Erik Hunt
Senior Commercial Specialist



Commercial Attache
Email: yoon.shil.chay@mail.doc.gov


erik.hunt@mail.doc.gov
Website: www.buyusa.gov/korea
Education and Training Services

ITA CODE: EDS
Overview
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	2006  
	2007 
	2008 (E)

	Total Market Size
	104,018
	114,420
	122,086

	Total Local Production
	98,740
	108,720
	115,814

	Total Exports
	2
	3
	5

	Total Imports
	5,275
	5,697
	6,267


(Unit:  USD million)

[USD1= 950 Won (2006), 930 Won (2007), 1,100 Won (2008)]
(Source: Ministry of Education, Science and Technology, Korea National Statistical Office)

NOTE:  Given the sharp decline in Korean Won/ US $ exchange rates in 2008/2009, the above table distorts the positive real growth we anticipate in this sector.
Korea’s education market plays a significant role in the country’s overall economy and offers exceptionally good opportunities for the U.S. education sector.  According to the Organization for Economic Cooperation and Development (OECD), Korea is one of the largest investors in education among developed countries.  Korea’s education sector offers good opportunities for U.S. educational institutions because Koreans still prefer the U.S. to other English speaking nations like the UK, Canada, Australia and New Zealand competing for education dollars. The Korean market also looks promising for cooperative programs involving e-learning and educational training in the fields of language training, business administration, and technical programs.

Higher education throughout Korean history has been synonymous with privilege and power.  A degree from a well-known institution is a status symbol and essential for finding the right job in the right company.  Coveted spaces in Korea’s top schools are open for competition from all students, but are attainable only by a few.  Many talented students opt for the best schools overseas.  The desire to obtain a diploma from an accredited overseas school translates into opportunities for U.S. schools to recruit some of Korea’s most talented students, and Koreans remain willing to spend a substantial portion of their incomes on education.

The market for overseas education continues to grow.  According to the Student and Exchange Visitor Information System (SEVIS), U.S. Immigration and Customs Enforcement, as of September 2008, 115,852 students from Korea were studying in the U.S.  For a third year in a row, more Koreans studied in the United States than for any other country including India and China that have a population of over a billion respectively compared to Korea’s total population of 48 million citizens.
	Rank
	Place of Origin
	2006
	2007
	September, 2008

	1
	Korea
	93,728
	103,394
	115,852

	2
	India
	76,708
	95,525
	100,000

	3
	China
	60,850
	75,744
	94,100

	4
	Japan
	45,820
	45,207
	40,000


Source: Student and Exchange Visitor Information System (SEVIS), U.S. Immigration and Customs 

The Korean Ministry of Human Resources and Science statistics show that as of April 2008, a total of 216,867 Korean students were studying abroad.  The U.S. (28.8 percent), China (26.5 percent), Japan (8.0 percent), U.K. (7.8 percent), Australia (7.7 percent), Canada (5.0 percent), and other countries (16.2 percent) host most of these Korean students.  Although U.S. schools and institutes remain very popular with Koreans, other countries such as Britain, China, Australia, Japan, and Canada are also vigorously promoting themselves as attractive destinations for Korean students.    

Best Products/Services
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· One year exchange program for elementary and secondary school students

· Community colleges

· Vocational training in the manufacturing sector

· Short-term English language training

Opportunities
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Market demand continues to grow for short-term (four weeks to two months) or long-term (one year) English language training in U.S. schools for college students during summer (typically from the middle of June until the end of August) and/or winter breaks (typically from the end of December until the end of February).  Among Korean college students, English language training in the U.S. not only improves language skills but also provides a U.S. school and cultural experience. This experience leads many students to choose the U.S. for subsequent academic study.   

Participation in education fairs held in Korea is one way to recruit potential students.  The fairs are categorized by level of schools (high schools, community colleges, four-year colleges and graduate programs).  Almost all education fairs are held during the spring (March) and fall (September and October).

Utilizing educational consulting agents is the most efficient way to recruit Korean students.  As Korea sends the largest number of students to the U.S., choosing the right partners in Korea is key for U.S. higher education institutions to enter the Korean market.

Resources
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Trade Shows

MBA Tours

http://www.thembatour.com/index.shtml
American Education Fair

http://www.isnexpo.com/
University Fair organized by Linden Tours

http://www.lindentours.com/int_students/fairs/upcoming_fairs.shtml
Korea Student Fair

http://www.aief-usa.org/
Key Contacts 

Ministry of Education, Science and Technology

http://english.mest.go.kr/
Fulbright (Korean-American Educational Commission)

http://www.fulbright.or.kr/en.php
KOSA (Korea Overseas Studying Agencies)

http://www.kosaworld.org/
Local Contact 

(Ms.) Alex Choi



Sarah Fox-Shin
Commercial Specialist


Commercial Attache
Email: alex.choi@mail.doc.gov

Sarah.Fox-Shin@mail.doc.gov
Medical Equipment and Devices

ITA CODE: MED
Overview
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	2006
	2007
	2008 (estimated)

	Total Market Size
	3,038.8
	3,505.6
	3,856.0

	Total Local Production
	2,051.7
	2,383.8
	2,622.1

	Total Exports
	821.7
	1,032.1
	1,135.3

	Total Imports
	1,808.8
	2,153.9
	2,369.2

	Imports from the U.S.
	609.8
	745.1
	819.6


(Unit:  USD million) 

(Source: Korea Medical Devices Industry Association)

[USD1= 950 Won (2006), 930 Won (2007), 1,100 (2008)]
NOTE:  Given the sharp decline in Korean Won/ US $ exchange rates in 2008/2009, the above table distorts the positive real growth we anticipate in this sector.
The Korean medical device market is expected to reach USD 3.8 billion in 2008.   One important factor that may slow the market growth rate will be the pricing and reimbursement measures that the Korean government grapples with under its national healthcare system.  
Korea depends on advanced medical devices from the U.S., EU, and Japan to supply about 60 percent of total market demand.   In 2008, total imports of medical devices were estimated at USD 2.3 billion, with U.S. imports, estimated to be USD 819 million, representing a 34 percent import market share.   Market demand for advanced and innovative medical devices in 2008 was estimated to grow slowly due to the significant decline in the  exchange rate of the Korean Won vis-à-vis the U.S. dollar and Japanese Yen.  Another factor favoring the use of imported advanced medical equipment and devices is the growing number of elderly population and Korean doctors educated in the U.S. and Europe who are accustomed in using advanced medical devices.

The importation of medical devices require the assignment of an importing manufacturer  representative or agent to manage medical device approval, post market surveillance and to ensure regulatory compliance.  The Government of Korea requires local testing of imported devices for safety and efficacy.  In additional to medical device approvals, companies would also negotiate pricing terms with the Korean Health Insurance Reimbursement Agency.  The Commercial Section at the U.S. Embassy works closely with associations including Advamed and the U.S. Chamber of Commerce in Korea to ensure U.S. interests are maintained in the medical device industry.
Best Products/Services
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-  Cardiovascular products including stents
-  MRI 
-  CT 
-  Dialysis
-  Orthopedic implants (Knee prosthesis)
-  Ophthalmic lens
-  Dental implants
-  Soft contact lens

-  Surgical laser
-  Endo-Laparoscopic equipment
Opportunities






Return to top
The Korean government is constructing world-class hospitals with 600-800 beds in the Incheon Free Economic Zone (IFEZ).  The first hospital at the FEZ is targeted to open in 2013.  Since this is the first time that Korea has invited foreign capital participation in healthcare, the development of the Incheon FEZ would provide a good export opportunity for U.S. suppliers of high-end medical equipment and devices.   

Resources
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Trade Shows

Korea International Medical, Clinical, Laboratories & Hospital Equipment Show 2009
www.kimes.co.kr


Medica 2009, the 41st World Forum for Medicine and International Exhibition (Dusseldorf, Germany)
http://www.mdna.com/shows/medica.html
Key Contacts 

Ministry of Health, Welfare and Family Matters

http://english.mw.go.kr/front_eng/main.jsp
Korea Food & Drug Administration

www.kfda.go.kr


Health Insurance Review Agency

www.hira.or.kr


Local Contact 

(Ms.) Yoon-Shil Chay




Erik Hunt

Commercial Specialist



Commercial Attache
Email:  yoon.shil.chay@mail.doc.gov


Email:  erik.hunt@mail.doc.gov
Website: www.buyusa.gov/korea
Pollution Control Equipment


ITA CODE: POL
Overview
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	2006
	2007 (estimate)
	2008 (estimate)

	Total Market Size
	8,841
	9,891
	9,396

	Total Local Production
	8,376
	9,381
	8,912

	Total Exports
	372
	428
	407

	Total Imports
	838
	938
	891


(Unit: USD million)
(Source: The above statistics are unofficial estimates by Commercial Service Korea.)
[USD1=1,100 Won]
NOTE:  Given the sharp decline in Korean Won/ US $ exchange rates in 2008/2009, the above table distorts the positive real growth we anticipate in this sector.

As Korea forges ahead with its economic stimulus campaign, the Government has signaled that environmental projects and the development of green technologies will be a key priority to create jobs and to develop a greater technology base from which to better recover in the current global downturn in the economy.  The South Korean Government announced its “Green New Deal”, which intends to develop environmental projects to spur economic growth in the current economy.
CS Korea estimates the size of the pollution control equipment industry at USD 9.4 billion in 2008.  According to industry experts, imports account for about 10 percent of the total market.  Japan is the principal foreign suppler with about a 47 percent market share, followed by the U.S. with a 32 percent market share, Germany and France.

Local environmental equipment manufacturers in Korea have supplied a major portion of environmental projects with medium-level technology and medium-cost products.  While they have significantly improved their technology prowess, mostly through technology transfer and merger with non-Korean suppliers, they still lack the core technologies to supply the products that meet the government’s stringent regulatory requirements, and are seeking more advanced import products and technologies.

Best Products/Services
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· Volatile organic compounds (VOCs) control in oil-refineries and petrochemical plants

· Dioxin abatement in municipal and industrial incinerators 

· Advanced sulfur oxides/nitrogen oxides abatement in power plants and steel mills

· Energy saving and waste-to-energy in steel mills and municipal landfills

· Pollution-free and low-emission vehicles in engineering technology, engine components and parts for CNG; pollution abatement technologies for automobile, oil refinery industries
· Advanced water pollution control technology

· Environmentally friendly construction materials

Opportunities
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The Korean government plays a key role in the pollution control equipment industry, as the regulatory body.   It is also the second biggest end-user in this category behind the Korean industry.  Based on Bank of Korea’s statistics, CS Korea estimates the 2008 expenditure on environmental protection by Korean industry and Korean government at about USD 15 billion and USD 13 billion each, which is about 51% and 43% of total national expenditures.   

For government projects, the tenders are announced on the Korean government procurement (PPS) website with detailed information on the project scope and contact information.  Tender information is available from the PPS at the following website:  http://www.pps.go.kr/english/.  
To enter the pollution control equipment market, U.S. suppliers are strongly recommended to partner with qualified and capable Korean companies who maintain their existing sales network to serve end-users, and are fully aware of regulatory changes that drive the market.  Exhibiting at local environmental trade shows can be a good platform to explore the market as well as gain exposure to end-users.

Resources
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Trade Show
International Exhibition on Environmental Technologies (ENVEX)

http://www.envex.or.kr/envex/eng/index.asp
Key Contacts

Ministry of Environment

http://eng.me.go.kr/user/index.html


Public Procurement Service (PPS)

http://www.pps.go.kr/english/
Local Contact

Young Wan Park




Mark O’Grady
Commercial Specialist



Commercial Attache
Email: young.park@mail.doc.gov


Email:  Mark.Ogrady@mail.doc.gov
Website: www.buyusa.gov/korea
Security Services and Products

ITA CODE: SEC
Overview
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	2006
	2007
	2008 (estimated)

	Total Market Size
	2,134
	2,246
	2,067

	Total Local Production
	3,233
	3,425
	3,494

	Total Exports
	N/A
	N/A
	N/A

	Total Imports
	140
	185
	157


(Unit:  USD million)

(Source: The above statistics are unofficial estimates by CS Korea. The total market size includes services and equipment. Statistics for local production and import data do not include security services.)

[USD 1= 950 Won (2006), 930 Won (2007), 1,100 Won (2008)]

NOTE:  Given the sharp decline in Korean Won/ US $ exchange rates in 2008/2009, the above table distorts the positive real growth we anticipate in this sector.

The Korean security market should continue to exceed USD 2 billion per annum in the foreseeable future as planned large-scale infrastructure projects move forward as part of Korea’s economic stimulus plan.  The market is dominated by security guard services and leased and installed equipment that make up for over 45 percent of the total security market.  CCTV/DVD Surveillance and Access Control equipment segments occupied 32 percent and 12 percent share of the total market respectively.

U.S. firms are the major suppliers of airport and port security equipment, which includes X-ray scanning systems, computerized tomography scanners, magnetometers, hand-held detectors and explosive trace detectors.  U.S. imports accounted for 30 percent of the port security market.  With port expansion occurring at Busan, Incheon and Pyongtaek, market opportunity will remain strong.  

Best Products/Services
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· Detection units for passenger baggage and cargo screening and their parts & components

· Drug/explosive detect/analyzing systems

· Security systems integration for ports and airports (C4ISR)

· Container Screening systems 

Opportunities
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The local security equipment manufacturing industry’s technology level lags behind that of the major NATO member countries, especially in the area of providing high-end security solutions and C4ISR infrastructure to meet end-user requirements.  As a result, the industry’s major Korean players, who are also systems integrators, are seeking opportunities to develop top-notch technology in cooperation with foreign companies.  

Government agencies are end-users for integrated systems for security devices and command and control infrastructure.  In particular, airports, ports, and customs offices are seeking advanced integrated security systems devices.  U.S. companies have a larger share of the Korean market for X-ray detection systems and container inspection systems than European and Japanese firms.   U.S. systems, certified by the Transportation Security Administration (TSA) and the Federal Aviation Administration (FAA), should have market opportunities in Korea due to confidence in the quality of systems.  U.S. companies are encouraged to monitor government procurement plans and establish consortia with prime Korean contractors in systems integration. 
Resources
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Trade Shows

SecuWorld 2009
June 10-12, 2009 
http://www.secuexpo.com/
Korea International Safety & Security Exhibition

July 6-9, 2009
www.KISS21C.org
Key Contacts 

Civil Aviation Safety Authority
http://www.casa.go.kr/
Incheon International Airport Corporation (IIAC)

www.airport.or.kr
Korea Fire Equipment Inspection Corporation
http://www.kfi.or.kr/eng/intro/president.asp
Korea Occupational Safety & Health Agency
www.kosha.net
Civil Defense and Disaster Management Bureau

Ministry of Public Administration and Security
http://www.mogaha.go.kr
Fire Administration Bureau

Ministry of Public Administration and Security
http://www.mogaha.go.kr
Anti Terror Division

National Police Agency

http://www.npa.go.kr/eng/index.jsp


Local Contact:

Ms. Young Hee Koo




Erik Hunt


Commercial Specialist



Commercial Attache
Email: young.hee.koo@mail.doc.gov


Email:  Erik.Hunt@mail.doc.gov
Website: www.buyusa.gov/korea
Travel and Tourism

ITA Industry Code: TRA
Overview
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	2006
	2007
	2008 (As of Nov.)

	Outbound Travel
	11,609,878
	13,324,977
	9,688,802

	Outbound Travel to the U.S
	800,000
	806,175
	565,044

	Inbound Travel
	6,155,047
	6,450,000
	6,254,960


Source: Korea Tourism Organization (KTO)
NOTE:  Given the sharp decline in Korean Won/ US $ exchange rates in 2008/2009, the above table distorts the positive real growth we anticipate in this sector.

Interest in international travel by Koreans has been spurred by rapidly rising GDP, gradual increases in leisure time, heightened globalization, and greater awareness and interest in developments outside the Korean peninsula. Korea's per capita GDP has risen to almost USD 19,624 in 2008, placing it securely in the ranks of middle-income countries. Korean consumer confidence also has increased along with a sharp rise in discretionary spending for such activities as overseas travel for both business and leisure. Korea has also begun to upgrade its domestic tourism sector infrastructure. Despite current economic concerns, we expect to see continued increases in travel resulting from Korea’s recent addition to the list of U.S.  Visa Waiver Program countries.
The Korea Tourism Organization (KTO) figures indicate that as of November 2008, approximatley 9.6 million Koreans traveled to other countries. Out of the top five destinations for Koreans, China ranked number one, followed by Japan, Hong Kong and the United States.
With these changing cultural and income factors, conditions look promising for more growth in the outbound Korean travel market. Koreans are showing an increased desire to travel to the U.S. despite the lengthy travel time and the relatively high airfares required to make the trip. The Korean mass media is influenced by U.S. movies, advertising, popular culture, and the Internet, which continue to stimulate Koreans' interest in U.S. travel destinations. Koreans overwhelmingly choose the U.S. as a non-Asian long-haul destination because of the diversity of tourism opportunities not easily available back home, including U.S.-style shopping, theme parks, cultural attractions in major U.S. cities, relatively inexpensive golf experiences, and the major U.S. national parks.

According to the U.S. International Trade Administration, as of November 2008, 9,688,802 Koreans traveled abroad. The number has decreased compared to the same period in 2007, as Korea also joined the downfall of the world economy. Korean travelers to the U.S. have varied greatly over the past decade. Prior to the Asian financial crisis in 1997, 806,264 Koreans traveled to the U.S., and then sharply decreased. Since then, the numbers slowly picked back up to 719,227 by 2000.  Korea joined the Visa Waiver Program in November 2008, which will increase the number of Korean travelers to the U.S. once the Korean economy is stabilized. As reported by the U.S. International Trade Administration, Korea is currently the seventh-largest source of inbound travel to the U.S., behind Canada, Mexico, the United Kingdom, Japan, Germany, and France. 
Best Prospects/Services
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· High quality group package tours to the U.S.
· Luxury packages catering to Korean single, professional women travelling for leisure.
· Cultural tours / natural scenic tour packages designed for Korean travelers
· Family vacation packages

Opportunities
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Based on the strong ties with the U.S. and the variety of activities, climates, and cultural experiences we offer, the U.S. is by far the leading non-Asian destination for Koreans. Travelers to the U.S. account for 5.8 percent of the Korean outbound tourism market. Korean travel industry sources indicate that Los Angeles, San Francisco, Las Vegas, and Seattle are the most popular U.S. destinations, followed by the East Coast New York-Washington D.C corridor. United Airlines expanded its routes to include non-stop service between Seoul and San Francisco in March 2006; Korean Air inaugurated direct non-stop flights between Seoul and Las Vegas in September 2006; Delta Air Lines launched its direct link between Seoul and Atlanta in June 2007; and Korean Air has increased the frequency of service from Seoul to its Honolulu and Dallas markets. Several other carriers are also studying expansion of services between the two countries. Koreans usually travel to the U.S. on package group tours or individually to visit their friends, families, and relatives. The market for group tours has significant untapped demand for higher-class services that provide a variety of activities and cater to the more sophisticated tastes of seasoned Korean travelers. Koreans who travel to the U.S. are very much interested in visiting not only museums and amusement parks, but in looking for bargains at fashion outlets, playing golf, and visiting wineries, for example.
Resources
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Major Event
Name: Korea World Travel Fair

http://www.kotfa.co.kr/eng/main/main.htm
Key Contacts

Korea Tourism Organization
http://kto.visitkorea.or.kr/
Ministry of Culture, Sports and Tourism

http://www.mcst.go.kr/english/index.jsp
Local Contact
Grace Sung 





Sarah Fox-Shin
Commercial Specialist



Commercial Attache
Email: grace.sung@mail.doc.gov


Email:  sarah.fox.shin@mail.doc.gov
Website: www.buyusa.gov/korea
Wireless Broadband Internet Equipment and Services



ITA CODE: CSV
Overview
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	2006
	2007
	2008  (estimated)

	Total Market Size
	611
	802
	       350

	Total Local Production
	463
	628
	410

	Total Exports
	11
	20
	260

	Total Imports
	158
	194
	165


(Unit:  USD million)

[statistics are unofficial estimates by Commercial Service Korea for the Wireless Broadband Internet Equipment market]

[USD1= 950 Won (2006), 930 Won (2007), 1100 Won (2008)]  
NOTE:  Given the sharp decline in Korean Won/ US $ exchange rates in 2008/2009, the above table distorts the positive real growth we anticipate in this sector.

Korea’s total number of broadband subscribers is estimated to have reached 92 percent of the nation’s 15.4 million households as of December 2008 and therefore, service providers are planning for more innovative and interactive convergence services through wireless broadband service and Internet protocol television (IPTV).

Wireless Internet access service in Korea can be categorized into two major services; fixed wireless Internet (WLAN) based on WiFi or WiMax technology, and mobile Internet based on code division multiple access (CDMA) and Wideband CDMA technologies.   “Mobile Wimax,” or ‘Wireless Broadband’ (WiBro), service was commercialized in June 2006 by KT and SK Telecom using the 2.3 GHz spectrum with limited coverage in Seoul. 

In December 2008, the Korea Communications Commission (KCC) authorized Voice over Internet Protocol (VoIP) service on WiBro and allocated a ‘010’ call prefix to allow competition with existing mobile phone services.  WiBro is now expected to trigger new demand from consumers along with IPTV and become the foundation of “Ubiquitous-Korea,” a seamless and Giga bit per second (Gbps) speed Internet access/communication environment planned by the Korean government in cooperation with industry by 2013.  
WiBro technology is part of the IEEE802.16 family of wireless Internet specifications, Wimax, and is expected to offer up to 5-15 Mbps bandwidth to mobile devices traveling at over 60 kilometers per hour (about 37 miles per hour).  Major local companies, including Samsung, LG, and PosData, as well as the Electronic Technology Research Institute (ETRI), Ministry of Knowledge Economy (MKE)-sponsored R&D think tank, are developing a new standard with the help of the Telecom Technology Association (TTA).  The development includes the evaluation and adaptation of different types of foreign and local technologies in conjunction with all IP-based 4G network.  MKE plans to make at least 20 percent of the technology homegrown in order to minimize the payment of licensing fees to foreign firms.  This aggressive agenda calls for immediate R&D and infrastructure investment for new WiBro technologies by foreign companies since the Korean government has realized the importance of global standardization in order to export new technologies.    

Korea’s leadership in wireless communications and broadband Internet access services will continue in 2009 and spawn tremendous demand for all types of equipment, contents, and solutions, especially for specialized and innovative technologies, providing opportunities for sales of advanced and highly specialized U.S. telecommunications equipment, solutions, and content.  
Best Prospects/Services
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· WiBro Technology and wireless VoIP services

· Ultra Broadband convergence Network (UBCN) and 4G technology

· Internet Protocol (IP) TV Technology 
Opportunities
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Market demand for WiBro services should drive investment in the telecoms sector for the next five years.  Nationwide infrastructure installation for WiBro targeting 2013 will begin in addition to more “killer applications” and relevant services, including, wireless VoIP, triple play services (TPS), Internet protocol TV, and mobile IPTV, that are expected to be driven by KT and SK Telecom.   
The Korea Communications Commission (KCC) plans to invest USD 1 billion to deploy an all-IP based Ultra Broadband convergence Network (UBcN) by 2013, which will support up to 1Gbps for wireline and 10Mbps for wireless services and act as a bridge to 4G service.  KCC ambitiously forecasts that the private sector will invest as much as USD 30 billion during the same period boosting the Korean high-tech economy.   

Resources 
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Trade Shows
19th Korea International Broadcast, Audio & Lighting Equipment Show (KOBA 2008)

Dates: May 28-31, 2009

Location: COEX Atlantic/Convention Hall

www.kobashow.com 

World IT Show 2009

Dates: June 17-20, 2009

Location: COEX Convention Hall 

www.sek.co.kr
Broadcast Worldwide Exhibition & Conference (BCWW 2009) 
Date:  September 2009

Location:  Coex Convention Hall

www.bcww.net  

IT EXPO BUSAN 2009

Dates: September 2-5 2009

Location: Bexco, Busan

www.itexpo.or.kr 

2009 Korea Electronics Show (KES)

Dates: October 13-16, 2009

Location: KINTEX

www.kes.org 

International Semiconductor Exhibition (i-SEDEX) 2009

Date: October 13-16, 2009

Location: KINTEX

www.sedex.org 

Seoul International Electric Fair 2009

Date: October 27-30, 2009

Location: Kintex

www.sief.co.kr 

Key Contacts 

Korea Communications Commission (KCC)

www.kcc.go.kr
Ministry of Knowledge Economy

www.mke.go.kr
Radio Research Agency

www.rra.go.kr
Telecommunications Technology Association (TTA)

http://www.tta.or.kr/English/new/main/index.htm
Electronics and Telecommunications Research Institute (ETRI)

http://www.etri.re.kr/www 05/e etri/
Local Contact

Chris Ahn 





 Mark O’Grady
Senior Commercial Specialist



Commercial Attache
Email: chris.ahn@mail.doc.gov


Email:  mark.ogrady@mail.doc.gov
Website: www.buyusa.gov/korea
Agricultural Sectors
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For a listing of the best prospective U.S. agricultural and food products for the Korean market, see page 25 of the Foreign Agricultural Service’s Exporter Guide for Korea.  Additional detailed information for each food sector can be found by searching the Attaché reports for Korea.

South Korea is the fifth largest U.S. market for agricultural products. South Korea is normally a $3-4 billion market for U.S. agricultural, fishery and forestry products. In rough terms, this market breaks out to about 30 percent bulk commodities, 25 percent intermediate goods, 35 percent for high value products.

Changes in Korean lifestyle and dietary culture, along with remarkable development in the socio-economic environment, have resulted in significantly expanded demand for processed food and beverage products. Increasing affluence, more women in the workforce, and a well-traveled younger generation looking for foods with an international flavor are promoting the rise in popularity of convenience stores, bulk retail outlets, and western-style and family restaurants. The demand for products, such as frozen vegetables, sauce preparations, and confectionery items is growing and the domestic processing industry lacks the capability to supply these items. Additionally, given the small availability of land dedicated to farming relative to the total population, local agricultural output currently does not meet the demand of the local processing industry.

When considering the Korean market, U.S. food exporters should conduct preliminary research to determine if the market is appropriate for the product. Possible sources of market information include Korean importers, U.S. state departments of agriculture, the U.S. Agricultural Trade Office in Seoul and the U.S. Department of Commerce.  Lists of Korean importers, by product, can be obtained from the U.S. Agricultural Trade Office, or through the Foreign Agricultural Service in Washington, D.C.  The next step might include sending catalogues, brochures, product samples, and price lists to prospective importers as a way of introducing the company and products.

Once contact is established, it is advisable to visit the importer(s) in person, which will increase the seller's credibility with the Korean importer and give an opportunity to see the Korean market first hand.  In Korea the clichés about "seeing is believing" and "one visit is worth a 1,000 e-mails" are especially true.  Especially in Korea, there is no substitute for face-to-face meetings.  The supplier or exporter should bring samples as well as product and company brochures including price lists, shipping dates, available quantities, and any other information needed for negotiating a contract.  While information in English is acceptable, having it in Korean is helpful.  A general overview of the firm in Korean is a good place to start.

The Seoul Food and Hotel 2009 exhibition (Seoul Food Show 2009) presents an excellent opportunity to explore possible market opportunities in Korea.  This show is a trade only show and targets importers, wholesalers, distributors, retailers, hotels, restaurants, food processors, media, etc.  
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Korea bound 92 percent of its tariff-line items as a result of the Uruguay Round negotiations with its average basic tariff at about 7.9 percent.  Duties still remain very high on a large number of high-value agricultural and fisheries products.  For example, Korea imposes tariff rates of 30-100 percent on many agricultural and horticultural products of interest to U.S. suppliers.  Under WTO “Zero for Zero” initiatives, Korea is in the process of reducing tariffs to zero on most or all products in the following sectors: paper products, toys, steel, furniture, semiconductors, and farm equipment.  

Tariff reduction or elimination was also a key subject under discussion in the bilateral U.S.-Korea Free Trade Agreement (KORUS-FTA) negotiations.  The KORUS-FTA has been signed by the parties and is awaiting parliamentary passage in the Korean National Assembly and the U.S. Congress.  The KORUS-FTA offers the prospect, once ratified, of immediate elimination on hundreds of Korean tariff lines, on U.S. exports with a value of billions of dollars, with tariff elimination phased in over a three-, five-, or ten-year period for many others.  Economists have forecasted that a ratified Korean-U.S. FTA could add an additional USD 10 billion in U.S. exports to Korea.

Korea also maintains a tariff quota system designed to stabilize domestic commodity markets.  Customs duties can be adjusted every six months within the limit of the basic rate plus or minus 40 percent.  

In accordance with the Information Technology Agreement (ITA), Korea reduced tariffs on 203 types of telecommunication and information related equipment to zero.  Korea is also a party to the Government/Authorities on the Manufacture of Semiconductors (GAMS) Agreement to Eliminate Tariffs on Multi-Chip Integrated Circuits.

Korea has a flat 10 percent Value Added Tax on all imports and domestically manufactured goods.  A special excise tax of 10-20 percent is also levied on the import of certain luxury items and durable consumer goods.  Tariffs and taxes must be paid in Korean Won within 15 days after goods have cleared customs.

Tariffs for agricultural products vary considerably from product to product.  In general, tariff rates are higher for products that are produced domestically.  Processed products generally have lower tariffs.  Exporters can contact the U.S. Agricultural Trade Office for specific information on tariff rates.
Customs Valuation

Most duties are assessed on an ad valorem basis.  Specific rates apply to some goods, while both ad valorem and specific rates apply to a few others.  The dutiable value of imported goods is the cost, insurance, and freight (C.I.F.) price at the time of import declaration.

Import duties are not assessed on capital goods and raw materials imported in connection with foreign investment projects.  Authorization to import on a duty-free basis is usually accompanied by the Ministry of Finance and Economy’s approval of a foreign investment project.  
Trade Barriers
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Korea continues a process of economic liberalization and deregulation, but the Korean government (ROKG) has yet to adopt a fully laissez-faire policy where the economy and trade are concerned.  The U.S. Embassy, in cooperation with the American Chamber of Commerce (AmCham) in Korea, works actively to lift or loosen the many regulatory trade restrictions that currently exist.  

Overcoming regulatory barriers to trade is also a major focus of the negotiated KORUS-FTA.  Transparency, due process, public comment and appeals procedures, and timely and written administrative procedures are among the topics that were addressed and agreed to and affect a number of the sector-specific elements to the agreement.      

Information on specific trade barriers in Korea, including agricultural products such as the beef ban and restrictions on rice imports, is available in the 2008 National Trade Estimates Report on Foreign Trade Barriers for Korea (http://www.ustr.gov/assets/Document_Library/Reports_Publications/2008/2008_NTE_Report/asset_upload_file365_14652.pdf). 

Import Requirements and Documentation
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For companies exporting to the Republic of Korea the following shipping documents are required to clear Korean Customs:

COMMERCIAL INVOICE:  An original invoice and two copies must be presented with the shipping documents and must include total value, unit value, quantity, marks product description and shipping from/to information.

CERTIFICATE OF ORIGIN:  A Certificate of Origin in duplicate may be required.  Exporters are encouraged to discuss shipping document requirements with their respective importer.  Once the respective parties ratify the Korean-U.S. Free Trade Agreement, certificates of origin would be the basis for confirming and extending preferential duties (duty free) to U.S. exporters as noted in the KORUS-FTA.

PACKING LISTS:  Two copies are required.

BILL OF LADING:  A clean bill of lading identifying the name of the shipper, the name and address of the consignee, the name of the port of destination, description of the cargo, a price list of freight and insurance charges (CIF), and attestation of carrier’s acceptance on board for the goods is sufficient.  There are no regulations pertaining to the form of the bill of lading nor the number of bills of lading required to clear customs.  As bills of lading are for ocean and overland cargos, the airway bill of lading replaces the bill of lading for air cargo shipments.

MARITIME INSURANCE:  Under the Incoterms (shipping terms) agreed to by the parties in a transaction, if the exporter is responsible for insurance, a marine insurance policy or insurance certificate is required.

SPECIAL DOCUMENTATION

SANITARY/PHYTOSANITARY CERTIFICATES:  Sanitary and phytosanitary certificates are required for shipments of live animals, animal products, plants, and plant products.  The United States Department of Agriculture’s Animal and Plant Health Inspection Service (APHIS) issues inspection certificates indicating conformity of health and sanitary standards of the destination country.  The Animal and Plant Health Inspection Service is located at the U.S. Department of Agriculture, 4700 River Road, Riverdale, MD 20737.  Veterinary product exporters can also call Tel:  (301) 734-7885; Fax:  (301) 734-6402 or E-mail vs_content_management@aphis.usda.gov.  For plant products exports can contact APHIS at Tel:  (301) 734-8537; Fax:  (301) 734-5786 or E-mail:  APHIS.Web@aphis.usda.gov.

WHOLESOMENESS CERTIFICATES:  Meat and poultry products require a certificate of wholesomeness.  Information can be received from the United States Food and Inspection Service, Landmark Center, Suite 300, 1299 Farnam St., Omaha, NB 68102.  Exporters can call Tel:  (402) 221-7400; Fax:  (402) 221-7438 or E-mail TechCenter@fsis.usda.gov.

AGRICULTURE EXPORT CERTIFICATES:  Meat (beef and beef products), poultry and poultry meat, pork meat, sheep and goat meat, requires certification.  Exporters can receive additional information from the Agricultural Marketing Service, Audit, Review and Compliance Branch, 100 Riverside Parkway, Suite 135 Fredericksburg, VA 22406, Tel:  (540) 361-7640. 

The Government of Korea suspended the import of all U.S.-origin beef on 5 October 2007 awaiting negotiation and agreement of a new import health protocol between the two nations.  The resumption of U.S.-origin beef imports to Korea could occur within first quarter of 2008.

An overview of Korean import requirements for food is contained in the Exporter Guide.  Additional detailed information about import requirements and documentation needs for agricultural and food products (including biotechnology products) are included in the Food and Agricultural Import Regulations and Standards (FAIRS) report for Korea.  The Korean Food and Drug Administration (KFDA) provides information on maximum residue levels and import procedures on the KFDA website at (http://kfda.go.kr/index2.html).  Additional detail on the maximum residue limits allowed by Korean food authorities and reports on import requirements for organic products are also available on the FAS website.  Exporters of organic products should also review the FAS report on Korean regulatory requirements for transgenic content in organic processed food products.

Current information on which U.S. livestock and poultry products are eligible for export to the Korean market can be found on the website of the Food Safety and Inspection Service of the U.S. Department of Agriculture.  This website also provides guidance on the documents Korea requires for livestock product shipments destined for Korea.
Free Sales Certificates:  Imports of pharmaceuticals, medical devices and cosmetics require a free sale certificate issued by an authority of the exporting country reflecting that the product in question are in free circulation in the country of export

All commodities, except rice, can be freely imported, subject to special registrations and import approvals for categories like pharmaceuticals medical devices, and cosmetics.  The Government of Korea has stipulated requirements and procedures for importing certain products including registration, standards and safety and efficacy testing to ensure the protection of public health and sanitation, national security, safety, and the environment.  Typically, health or safety related products, such as pharmaceuticals and medicines, require additional testing or certification by recommended organizations before clearing customs.  Medical device and pharmaceutical exporters must have their products registered with the Korea Food and Drug Administration and can only be imported by licensed importers that have been certified by a KFDA authorized body.  In addition, special items defined by the Ministry of Commerce, Industry and Energy (MOCIE) in its Annual Trade Plan require approval by the Minister of MOCIE.  In most cases, the supplier’s qualified local agent completes the registration process.  
U.S. Export Controls
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The Department of Commerce, Bureau of Industry and Security (BIS) develops, implements, and interprets U.S. export control policy for dual-use commodities, software, and technology.  Dual-use items subject to BIS regulatory jurisdiction have predominantly commercial uses, but may also have military applications.  For basic information on U.S. export controls, please visit the following website, http://www.bis.doc.gov/licensing/exportingbasics.htm.  For information on export controls administered by other U.S. Government agencies, please visit 

http://www.bis.doc.gov/About/reslinks.htm.

Most goods exported to Korea are not subject to U.S. export controls, however, please visit the above listed websites for detailed information on U.S. export controls.  
Temporary Entry
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Korea has three kinds of bonded areas where goods can temporarily enter Korea for storage, manufacture, processing, sale, construction, or exhibit without going through customs clearance. 

The three types of bonded areas are: 1) designated bonded areas (designated storage sites and customs inspection sites); 2) licensed bonded areas (bonded warehouses, bonded exhibition sites, bonded construction sites, and bonded sales shops); and, 3) integrated bonded areas.  The period for which goods may be stored in a licensed bonded warehouse is one year and can be extended for another year.  Duties are payable only when goods are cleared through customs.  Storage fees are relatively high, and the availability of a bonded warehouse to maintain inventories is limited.  The storage period does not apply to the storage of live animals or plants, perishable merchandise, or other commodities that may cause damage to other merchandise or to the warehouse.  The Collector of Customs bears no responsibility for goods while they are stored in customs facilities. 

Integrated bonded areas have no time limit for storage. Hence, storage, manufacturing, processing, building, sales and exhibition can be comprehensively carried out. U.S. exporters can store shipped goods and still maintain title until they are cleared through 

customs.  Korea's customs laws specify that any person who wishes to establish a bonded warehouse shall obtain a license from the director of each Customs Zone.  Applications must include the name of the bonded warehouse, location, structure, numbers and sizes of buildings, storage capacity and types of products to be stored. In addition, articles of incorporation and corporate registration must be submitted, when applicable.   

Goods entering Korea for exhibition purposes must be stored in a bonded area.  For example, the Korea Exhibition Center (COEX) is a bonded area.  Exhibition goods will be held without charge at COEX during the exhibition period, after which they must be either:  1) reshipped directly out of Korea without payment of duty; 2) presented at Customs for payment of regular duty on value declared at time of entry; or, 3) transferred to the Seoul Customs house bonded storage area.  Goods stored in a bonded warehouse may incur storage costs, customs brokerage charges, local transportation costs and moving equipment fees.

Korea Customs have simplified clearance procedures for goods with particular purposes (samples, goods for warranty and non-warranty repair).

The ATA Carnet is an international Customs document that a traveler may use to temporarily import certain goods into a country without having to engage in the Customs formalities usually required for the importation of goods, and without having to pay duty or value-added taxes on the goods.   Korea allows for the temporary importation of commercial samples, professional equipment and certain advertising materials by a nonresident individual.  For more information about carnet in Korea, please click here.

By definition a temporary import is for six months or less, therefore, a Carnet is valid for a maximum of six months in Korea.

For more detailed information about guidelines for temporary entry of items into Korea, please visit the Korea Customs website.
Labeling and Marking Requirements
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Country of origin labeling is required for commercial shipments entering Korea.  The Korean Customs Service (KCS) publishes a list of country of origin labeling requirements by Harmonized System Code number.  Please visit Labeling and Marking for more detailed information about labeling requirements.

Korea has specific labeling and market requirements for organic and functional food as well as food produced through biotechnology.  Details regarding these and other general labeling and market requirements can be found on the Foreign Agricultural Service website in the Food and Agricultural Import Regulations and Standards (FAIRS) report for Korea.
Further labeling and marking requirements for specific products, such as pharmaceutical and food products, are covered by specific regulations from the Korean Government agencies responsible for these items.  Korean language labels, except for country of origin markings that must be shown at the time of customs clearance, can be attached locally on products in the bonded area either before or after clearance.  The Korea Food & Drug Administration (KFDA) is responsible for setting and enforcing Korean labels for food products other than livestock products.  The MAF regulates livestock products.  The MAF also has its own set of standards for markings for the country of origin labeling of agricultural products.  Local importers usually print Korean language labels when imported quantities are not large and consult with KCS about where they can be attached to the product.

Prohibited and Restricted Imports
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Please visit the Department of Commerce’s Bureau of Industry and Security website at (http://www.bis.doc.gov/) for additional information about export controls to the Republic of Korea. The Korean Customs also maintains a list of prohibited imports to the Republic of Korea.  

Customs Regulations and Contact Information
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Korea maintains an import declaration system that allows for the immediate release of goods upon acceptance of an import declaration filed without defect. With the exception of high-risk items related to public health and sanitation, national security, and the environment, which often require additional documentation and technical tests, goods imported by companies with no record of trade law violations are released upon the acceptance of the import declaration without customs inspection.  The Korean Customs Service’s (KCS) Electronic Data Interchange (EDI) system for paperless import clearance allows importers to make an import declaration by computer without visiting the customs house.  

Import declarations may be filed at the Customs House before a vessel enters a port or before the goods are unloaded into bonded areas.  In both cases, goods are released directly from the port without being stored in a bonded area if the import declaration is accepted.

Exporters can file an export notice to Korean Customs by computer based shipping documents at the time of export clearance.  All commodities can be freely exported unless they are included on the negative list.

With rare exceptions, Korean Customs allows free customs entry of goods brought into Korea that are hand-carried by foreign businesspersons (such as laptop personal computers) for use during their stay in Korea.  In such cases, Korean Customs makes a note on the traveler’s passport and then requires the traveler to take the item(s) out of Korea when departing.

To view customs regulations, go to the website below.

Korea Customs Service

Tel. 82-42-472-2196

Fax. 82-42-481-7969

Email: kcstcd@customs.go.kr
Website: www.customs.go.kr/eng/
Standards
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The Korean Government adopted the ISO 9000 system (modified as the KSA 9000) as the official standard system in April 1992.  The Korean Agency for Technology and Standards (KATS) continues to work to make Korean standards consistent with international standards.  The Korean Industrial Standardization Act requires 60 days’ notice before implementing new standards.  Whenever there is a change in standards, the government is required to notify the WTO’s Committee on Technical Barriers to Trade (TBT).  

Details regarding standards and import regulations for food and agricultural products can be found in on Foreign Agricultural Service website in the Food and Agricultural Import Regulations and Standards (FAIRS) report for Korea.
For standards contact information, go to the link below:

http://www.buyusa.gov/korea/en/standardscontacts.html
Standards Organizations
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The Korean Agency for Technology and Standards (KATS) develops standards most industrial products in Korea.  The agency consults with other private organizations to develop standards and certification requirements.  

The Korean Food and Drug Administration (KFDA) establishes standards for research, new product evaluation, test method development, product monitoring for food, medical devices, pharmaceuticals and radiation technology distributed within Korea.  

The Telecommunications Technology Association (TTA) covers telecommunications, information technology, radio communications and broadcasting.  The Association establishes industry standards and has been instrumental in creating the current Korean Information and Communication Standards.    TTA also collaborates with international and national standards organizations such as the ITU and other organizations.
Conformity Assessment
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KATS establishes guidelines for government and private sector institutes to perform reliability assessment and certification.  It also performs market surveillance on KS-marked products and penalizes products that do not meet KS requirements.  

Korea is a signatory to the GATT Standards Agreement.  As such, Korea must apply open procedures for the adoption of standards, announces recommended standards, provide sufficient information on proposed standards or alterations in standards, and to allow sufficient time for countries and other stakeholders to comment on proposed standards implementation.   
Product Certification
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Generally, private industrial organizations oversee import certification procedures.  KATS, however, also issues certification marks for new technologies and recognizes quality products manufactured by Korean companies mainly to promote exports.  The Korea Standards Quality Certification Association offers consulting advice and preparation for ISO9000, ISO14000, KS, TS16949, HACCP, UL, and CE.  

Korea is a member of the ANSI – RAB (American National Standards Institute-Registrar Accreditation Board) Multilateral Recognition Agreement.  
Accreditation
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Established in December 1992, the Korea Laboratory Accreditation Scheme (KOLAS) is The Korea Laboratory Accreditation Scheme (KOLAS) is the government accreditation body under the KATS Department of Technology and Standards Planning.  Additional information can be found under the KOLAS website at www.kolas.go.kr.

Technical Regulations
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Revised or new standards or technical regulations are published by the Korean Agency for Technology and Standards (KATS) and made available on their website at http://www.ats.go.kr/fm_03/pyojun.asp.  The articles, more frequently than not, are published only in Korean.  All proposed or newly revised/established technical regulations are consolidated at this site.

Proposed revisions or establishment of regulations in Korean are made to the Director of Technical Regulations via the website at www.ats.go.kr.  A public meeting consisting of lawmakers as well as relevant private/public industry organizations is held to comment on proposed regulations. Contact the U.S. Embassy, Commercial Section for assistance with revised or new standards.  
Labeling and Marking
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Country of origin labeling is required for commercial shipments entering Korea.  The Korean Customs Service (KCS) publishes a list of the country of origin labeling requirements by Harmonized System Code number. Click “Country of Origin” for more information on markings. 

Further labeling and marking requirements for specific products, such as pharmaceutical and food products, are covered by specific regulations from the Korean Government agencies responsible for these items.  Korean language labels, except for country of origin markings that must be shown at the time of customs clearance, can be attached locally on products in the bonded area either before or after clearance.  

Details regarding labeling and marking regulations for food and agricultural products can be found on Foreign Agricultural Service website in the Food and Agricultural Import Regulations and Standards (FAIRS) report for Korea.
Contact Information
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Korean Agency for Technology and Standards (KATS)

http://www.kats.go.kr/english/index.asp
Published technical regulations and standards

http://ats.go.kr/english/index.asp
Korean Food and Drug Administration (KFDA

http://kfda.go.kr/index2.html
Korean Laboratory Accreditation Scheme (KOLAS)

www.kolas.go.kr
Local Standards Contacts

Name: Erik Hunt

E-mail: Erik.Hunt@mail.doc.gov
Name: Kim, Hae Lyong

E-mail: Haelyong.Kim@mail.doc.gov
Trade Agreements
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The Republic of Korea is a member of the Asia-Pacific Economic Cooperation (APEC) forum.  One goal of APEC, as outlined in its 1994 declaration, is to establish a Free Trade Area among its member countries by the year 2020.  Substantive principles of the APEC forum include investment liberalization, tariff reduction, deregulation, government procurement, and strengthening IPR protection.  Korea was the host country for APEC in 2005.  

Korea has ratified Free Trade Agreements (FTAs) with Chile and Singapore.  It has signed, but not yet ratified, an FTA with the United States. 

Korea has signed a framework agreement with the Association of South East Asian Nations (ASEAN) that has led to an FTA in goods by the end of 2006 and other areas by the end of 2008.  Korea is in the midst of an FTA negotiations with the EU.

The Republic of Korea is a member of the World Trade Organization (WTO) and has signed subsidiary agreements including TRIPs (Trade Related Aspects of Intellectual Property) and the Government Procurement Agreement.  Korea has been a member of the Organization for Economic Cooperation and Development (OECD) since December 1996.
Web Resources
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U.S. Agricultural Trade Office- Seoul

www.atoseoul.com
U.S. Department of Agriculture

www.usda.gov


USDA Agriculture Exporters Guide
http://www.fas.usda.gov/gainfiles/200708/146291900.pdf
USDA Animal Plant and Health Inspection Service (APHIS)

www.aphis.usda.gov
USDA Food and Agricultural Import Regulations and Standards

http://www.fas.usda.gov/gainfiles/200708/146291900.pdf
USDA Food Safety and Inspection Service

http://www.fsis.usda.gov/Regulations_&_Policies/Republic_of_Korea_Requirements/index.asp


Foreign Agricultural Service (FAS), U.S. Department of Agriculture (Attaché reports)

www.fas.usda.gov
American Chamber of Commerce Korea

http://www.amchamkorea.org/about/about.jsp


U.S. Department of Commerce, Commercial Service Korea

www.buyusa.gov/korea
Department of Commerce, Bureau of Industry and Security

http://bxa.fedworld.gov/
Korean Agency for Technology and Standards (KATS)

http://www.kats.go.kr/english/index.asp
Published technical regulations and standards

http://ats.go.kr/english/index.asp
Korea Customs Service

http://www.customs.go.kr/eng/


Korean Food and Drug Administration (KFDA)

http://kfda.go.kr/index2.html
Korean Laboratory Accreditation Scheme (KOLAS)

www.kolas.go.kr
Ministry of Knowledge Economy (KATS)

http://ats.go.kr/english/index.asp
National Trade Estimate

http://www.ustr.gov/assets/Document_Library/Reports_Publications/2007/2007_NTE_Report/asset_upload_file340_10959.pdf
Telecommunications Technology Association (TTA)

www.tta.or.kr
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Chapter 6: Investment Climate
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How Do I Get Paid (Methods of Payment)
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The Korean financial system is frequently hard-pressed to meet the demand for financing and capital for international commercial transactions.  Foreign companies in a start-up operation with a Korean partner often invest financial resources for the joint venture, while their Korean partner makes an investment in kind, i.e., land or facilities, as the Korean share of equity.  Joint-venture companies and foreign firms often work with branches of foreign banks for local-currency financing, although the branches of foreign banks control a small portion of Korean Won availability.  Other potential sources of Korean Won financing include domestic nationwide commercial banks, regional banks, and specialized banks, including the Korea Development Bank, the National Agricultural Cooperative Federation, the Industrial Bank of Korea and the Korea Housing Bank.

There are three documentary practices for settling import payments: (1) sight and usance Letters of Credit, (2) Documents against Acceptance (D/A) and Documents against Payment (D/P); and, (3) Open Account Transactions.  D/A and usance L/Cs are forms of extended credit in which the importer makes no payment for the goods until the date called for in the credit; however, the importer may clear the goods from customs prior to payment.   D/P is similar to D/A except that the importer cannot clear the goods from customs prior to making payment.  In some cases an importer can clear goods prior to payment under a sight L/C.  L/C transactions generally follow standard international Uniform Customs and Practice (UCP) codes.  Limitations on the use of deferred payment terms for imports, D/A and usance L/Cs have been abolished.

CS Korea recommends that U.S. companies consider dealing on a confirmed L/C credit basis with new and even familiar customers.  A confirmed L/C through a U.S. bank is recommended because it prevents unwanted changes to the original L/C, and it places responsibility for collection on the banks rather than on the seller.  This may cost a bit more, but may be well worth it.  

To reduce risk of nonpayment, U.S. companies may contact credit rating agencies, which can provide fee-based corporate information to evaluate financial credibility of Korean companies. Dun & Bradstreet Korea, the Korea Investors Service, and the Korea Information Service at:  http://www.kisinfo.com/eng/index.asp are known to provide fee-based credit rating services in Korea.  Cs Korea can also provide valuable information, including a company’s credit standing, through its International Company Profile service.  The Korean Commercial Arbitration Board (KCAB) at:   http://www.kcab.or.kr/servlet/kcab_adm/memberauth/5000 and private collection agencies can provide arbitration and collection services.  The KCAB is staffed with counselors who advise U.S. companies on contract guidelines.  

The Commodity Credit Corporation (CCC), U.S. Department of Agriculture, administers export credit guarantee programs for commercial financing of U.S. agricultural exports to Korea.  Under the GSM-102 Export Credit Guarantee Program for Korea, CCC underwrites credit extended by the private banking sector in the United States to approved Korean banks using dollar-denominated, irrevocable letters of credit to pay for food and agricultural products sold to Korean buyers. 

How Does the Banking System Operate
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Korea’s financial system consists of banking and non-bank financial institutions.  The Financial Supervisory Commission ( http://www.fsc.go.kr/eng/) (FSS),  and the Financial Supervisory Service  are responsible for supervising and examining all banks, including specialized and government-owned banks, as well as securities and insurance companies.  The FSC has played a key role in financial restructuring and has strengthened the regulatory and supervisory framework governing the entire financial sector.  Oversight standards are improving but they will need more time to meet international standards.  The Korean branches of international accounting firms generally perform audits.  Although audit quality is improving, it is still far behind global standards.  The government’s unlimited guarantee for bank deposits is 50 million Korean Won (USD 45,450) per account.

Foreign-Exchange Controls
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Korea has liberalized foreign exchange controls in line with OECD benchmarks.                        

A foreign firm that invests under the terms of the Foreign Capital Promotion Act (FCPA) is permitted to remit a substantial portion of its profits, providing it submits an audited financial statement to its foreign exchange bank.  To withdraw capital, a stock valuation report issued by a recognized securities company or the Korean Appraisal Board must also be presented.  Foreign companies not investing under the FCPA must repatriate funds through authorized foreign exchange banks after obtaining government approval.  Although Korea does not routinely limit the repatriation of funds, it reserves the right to do so in exceptional circumstances, such as in situations which may harm its international balance of payments, cause excessive fluctuations in interest or exchange rates, or threaten the stability of its domestic financial markets.  To date, the Korean government has had no instances of limiting repatriation for these reasons, even during and after the 1997-98 financial crisis.

The Bank of Korea (http://eng.bok.or.kr/) has detailed information about foreign-exchange control policies in Korea. 

U.S. Banks and Local Correspondent Banks 
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To view the list of major U.S. and Korean banks in Korea, go to the link below.

http://www.buyusa.gov/korea/en/bankcontacts.html
Project Financing
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Medium and short-term credit is available from Korean and foreign banks and through the issuance of debentures.  Domestic companies generally have better access to local funding as well as informal and secondary financial markets charging higher interest rates.  Debentures are a financing alternate, although slightly more expensive than bank financing.  Long-term debt is available from the Korea Development Bank, but generally for high priority industries. 

Several local financial service companies provide project financing for social infrastructure and private projects in Korea.  Project financing was first introduced in Korea in 1995 for a highway construction project between Seoul and the Incheon International Airport.  Currently, most of Korea’s social overhead capital (SOC) projects are funded by project financing.  Project financing has become a popular method of financing for private sector projects too, which include real estate development and buy-outs of financially troubled companies.  

As a developed country, there are no multilateral development banks nor aid funded projects in Korea. 

Web Resources
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Bank of Korea

http://eng.bok.or.kr/
Export Credit Guarantee Program

http://www.fas.usda.gov/excredits/exp-cred-guar-new.asp
Export- Import Bank of Korea

http://www.koreaexim.go.kr/en/
Export-Import Bank of the United States

http://www.exim.gov
●    Country Limitation Schedule

http://www.exim.gov/tools/country/country_limits.html
Financial Supervisory Commission

http://www.fsc.go.kr/eng/
Financial Supervisory Service

http://www.fss.or.kr/ 

Korea Development Bank

http://www.kdb.co.kr/
List of major U.S. and Korean banks in Korea http://www.buyusa.gov/korea/en/bankcontacts.html
OPIC

http://www.opic.gov
SBA's Office of International Trade

http://www.sba.gov/oit/
Export Credit Guarantee Program

http://www.fas.usda.gov/excredits/ecgp.asp
Trade and Development Agency

http://www.ustda.gov/
USDA Commodity Credit Corporation

http://www.fsa.usda.gov/ccc/default.htm
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Business Customs
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At first glance, Korea appears to be "just like any other nation."  Its capital city, Seoul, is a modern, thriving metropolis with all of the latest technology the world has to offer.  All over Korea, you'll find first-class telecommunications, the requisite five-star hotels, Western restaurants, modern transport systems (including very efficient subway networks in Seoul and Busan), innovative architecture, and so forth. Nonetheless, it is still very Korean and it is imperative that any American doing business in Korea realizes that Seoul is not Los Angeles (even though the latter, in fact, has a sizeable Korean community).  Every year Korea becomes more and more modern, but it is important to recognize that modern does not equal Western.  Koreans will not expect you to be an expert on the nuances of their culture, but they will appreciate a show of interest in matters that are important to them.  Koreans generally appreciate a foreigner’s effort in expressing a thank you (gam-sa-ham-ni-da) or a hello (an-yong-ha-say-yo) in the Korean language.

Though Koreans have transitioned greatly into Western society, the traditional ways of thinking in many areas are still practiced.  Koreans have a great respect for the family and hierarchy.  Extended families (i.e., parents living with middle-aged married “children” and their grandchildren) are still commonplace, although this is rapidly changing.  Among the older generation, the father is the primary wage earner, while the mother stays at home.  Due to changing social mores and economic pressures, the necessity for families to have double incomes is rapidly growing in Korea.  Although fathers are the primary income earners, in the majority of cases, salaries are entrusted to their wives and most day-to-day consumption decisions are at the discretion of the female spouse.  US companies may wish to take into consideration these traditional family roles when marketing to Korean consumers.

Even though there are incremental changes in Korean attitudes and women are making progress, women professionals at the highest levels are still very rare.  In Korean companies, the majority of working women, many with top university degrees, are still relegated to secretarial jobs, accounting or educational work. Many qualified women welcome the opportunity to work as a professional with a foreign company whose attitudes toward gender equality and professional respect and responsibility prevail. 

Koreans still have a great respect for anyone senior in age, and intuitively establish their hierarchical position relative to others based on age.  Indeed, one of the fundamental principles of the Korean language is based on the plethora of verb endings, which indicate the level of respect accorded to another person.  In addition, a man generally receives more respect in the business world than a woman, though foreign businesswomen (especially, non-Asian looking women) are accorded almost an equal amount of respect as foreign businessmen.  Single women generally receive less -respect than married women whose ties to their husband oftentimes establish their position in society.  The American businessperson, as a foreigner, is generally exempt from the above societal classification system, although one should be prepared to answer questions that Koreans may regard as common to establish societal hierarchy but which foreigners may regard as personal, such as questions about age and marital status.

Americans should be ready to mix business with social life as the Koreans base their business relationships on personal ones.  The heavy drinking of the Korean alcohol, Soju, beer, scotch, or other liquor is commonplace in establishing a personal, business relationship.  Also commonplace is the “no-rae-bang” where a group of businesspeople go to an establishment to drink and sing along to a video machine playing music.  As most no-rae-bang machines come equipped with songs in English, a businessperson may want to be prepared to sing at least one song in order to gain social favor with their Korean counterpart.  Although not as common as the no-rae-bang, businessmen should also be aware of “room salons” where Korean women serve food and drink to their patrons.

When doing business, Americans should be sensitive to Korea's historical relationship with Japan, which made a virtual colony of the Korean peninsula.  Because of the Japanese colonial period, Koreans have an emotionally intense reaction at times to things Japanese, though there is an admiration for Japanese business acumen.  A businessperson should show great respect towards Korean society.  Any comparative mention of Japan versus Korea, where Japan has the upper edge may harm a business deal.  

Korea still observes Confucian ethics based on strong ties to a group.  Whereas an American may think in individual terms, (i.e., what is in my best interest?), a Korean frequently thinks in group terms, (i.e., what is in the best interests of the group and how can I help to maintain harmony within the group?)  For this reason, the majority of Koreans are intensely patriotic, calling Korea by the term, “oo-ri-na-ra,” (“our” country).  In order to close a deal when negotiating, the benefits for the group, whether for the company or country, should be emphasized.  

For Koreans, relationships are all important.  "Cold calls" don't work and introductions are crucial.  Koreans want to do business with people with whom they have formed a personal connection or whereby a mutual intermediary has made an introduction.  As alumni contacts are a major source of networking in Korea, a particularly well-connected Korean will have attended a prestigious Korean university such as Seoul National University, Yonsei University, Korea University or Ehwa Women’s University.  

The exchange of business cards is very important and a means by which Koreans learn about the name, position and status of the other person.  Koreans observe a very strict hierarchical code whereby Koreans will generally meet to discuss business with persons of the same, parallel rank.  Businesspersons should always have their (preferably bilingual) business cards ready and should treat the exchange of a Korean counterpart's card with respect. (It is a sign of respect to receive and present items with both hands, followed in business etiquette by passing and receiving a card with the right hand.  One should never give a card, or anything else for that matter, with the left hand as it shows disrespect).  For historical reasons, Chinese characters, which Koreans can generally understand, are regarded as more sophisticated.  As such, a business card written in Chinese characters can serve for a business trip to Korea, China, and Japan. 

Negotiating style is particularly important.  Koreans can prove subtle and effective negotiators, and a commitment to a rigid negotiating stance early on may work to the American's disadvantage.  Your offer may include the best price, technology and profit potential but still be turned down because the Korean customer does not like your style.     

An important point to keep in mind concerns the nature of reaching an agreement with a Korean firm.  Westerners attach great importance to a written contract that specifies each detail of the business relationship.  Koreans, on the other hand, value a contract as a loosely structured consensus statement that broadly defines what has been negotiated, but leaves sufficient room to permit flexibility and adjustment.  The Korean Government has attempted to address this dual perception by formulating "model" contracts for licensing technology and other arrangements.  Both parties must be assured that the obligations spelled out in a negotiated contract are fully understood.

Most Koreans have three names.  These names usually follow the Chinese pattern of a surname followed by two given names.  In a Korean household, all brothers and sisters have the same last name and a common given name; the only distinguishing mark is the remaining given name.  In addressing Koreans, foreigners should observe the use of surnames (e.g., Mr. Kim; Ms. Lee), using formal titles if possible (e.g. Dr. Yoo; Director Song). The most common last names are Kim, Lee, and Park.  In the use of formal titles as appropriate, one should always be familiar with the complete name, including the two given names, for identification purposes, as there may be several Mr. Park’s or Dr. Lee’s in the same company and even the same work space.  
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Go to link below for information on traveling to Korea. 

http://travel.state.gov/travel/skorea.html
For information about visas to Korea, please go to 

http://www.mofat.go.kr/me/me_a006/me_b025/me06_01.jsp.

U.S. Companies that require travel of foreign businesspersons to the United States should allow sufficient time for visa issuance if required. Visa applicants should go to the following links.
U.S. Embassy Seoul Consular Section Website: www.asktheconsul.org


State Department Visa Website: http://travel.state.gov/visa/index.html
Telecommunications
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There are three types of public telephones; prepaid, credit card and coin phones.  If you want to make a local call in the same city or province, simply dial the phone number with no area code.  For international phone calls, press the red button and then dial 0072911 for AT&T, or 0072916 for Sprint.  However, please note that it is often difficult to find a public pay phone because Korea has one of the highest penetration rates in the world for mobile phones.  The most convenient way is to rent a mobile phone upon arriving at Seoul-Incheon International Airport.  You can either contact the numbers below for reservations or simply sign up for a rental phone at the rental desks at the airport.  

SK Telecom:  82-32-743-4011/4042

KTF:   82-32-743-4018/4078

LG Telecom:  82-32-743-4001/4019

The mobile phone penetration rate in Korea is 94.8 percent, with about 45.5 million of Korea's 48 million population subscribing to three different local carriers, SK Telecom, KTF, and LG Telecom.  Currently Korean mobile technology is based on both Code Division Multiple Access (CDMA) and Wideband CDMA (WCDMA), which can offer roaming capabilities for Global System for Mobile Communications (GSM) based technologies.

Korea ranks among the top countries in the world in terms of Internet usage and broadband penetration, primarily on xDSL or cable networks.  KT and SK Telecom are two major facility-based wireline telephone operators and broadband service providers. There are also many small-and-medium sized Internet service providers.  Korea also boasts its unique 'PC Baang (room)' service that offers broadband access services outside homes with the latest computer systems, charging by the amount of time used.  Major urban hotels are also fully equipped with broadband access services for hotel guests' computers. Several upscale hotels and coffee shops have established hotspot zones in their lobbies for wireless Internet access.  Satellite Digital Multimedia Broadcasting (S-DMB) and Terrestrial DMB (T-DMB) and services are now available through mobile operators and broadcasting companies respectively.  DMB services allow users to watch digital TV programs on their DMB-ready mobile devices, including cell phones, PDAs, and Personal Multimedia Centers (PMCs).  Internet Protocol TV (IPTV) service has also been launched since November 2008, by major Internet service providers.   
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Flying time for direct flights from the U.S. to Korea ranges from 12-16 hours, depending on the point of departure.  Flights with connections can take as long as 18 hours, door to door.  

Incheon International Airport is the primary gateway for international travel to and from Korea. The new state-of-the–art airport is one of the most modern in East Asia.  Incheon Airport is currently only accessible by car or bus, however, construction of the Incheon International Airport Railroad (A’REX) is nearly complete.  The first 37.6 km segment from Seoul-Incheon Airport to Gimpo Airport opened in 2007.  Service to and from Seoul Station is scheduled to begin in 2010.  Airport buses and taxis are widely available, although availability may be limited late in the evening.  Travel time to Incheon Airport from downtown Seoul typically takes about one-and-a-half hours.  The only road to the new airport is a toll road, which charges 6,700 Korean Won (approximately USD 6) per passenger vehicle.

The cost of travel by taxi from downtown Seoul to Incheon Airport averages 60,000 ~ 80,000 Korean Won (approximately USD 70 ~ USD 90), although some taxis charge more.   Some taxi drivers also charge higher fares to make up for revenue lost by having to drive back to Seoul without a passenger.  If this happens, the traveler should contact the airport authority (032-741-2422) and provide the taxi’s license plate number so the authorities can take action and have the driver banned from driving to the airport.  

A less expensive option is the widely available airport bus to/ from major cities in Korea.  City Coach and airport buses cost 8,000~13,000 Korean Won (approximately USD 9 ~ USD 14) and depart from various locations throughout Seoul about every 15 minutes.  Korean Air offers an airport/hotel shuttle bus service (KAL LIMOUSINE), which costs 14,000 Korean Won (approximately USD 16).  These buses have several different routes, so it is necessary to check the route prior to boarding.  KAL airport limousine buses depart every 20 minutes from major hotels throughout the city.  Even though these two bus services are substantially cheaper than taking a taxi to Incheon Airport, passengers must factor in extra time, given the additional stops to pick up passengers at the various hotels.  

Seoul’s public transportation system is very well organized.  With nine subway lines and city buses that service the entire city, as well as a multitude of taxis, traffic is the only major obstacle to movement.  The seemingly endless rush-hour traffic can be a major hindrance, so early preparation, as well as patience, is required. Fortunately, buses takes less travel time than taxis because of a bus-only lane traffic system.  The Seoul Metropolitan Government maintains an English language interactive bus map that allows passengers to obtain bus route and schedule information based on point of origin and destination.

Public transportation is also recommended for travel throughout Korea. KTX provides high-speed transportation to major cities throughout Korea. There are also intercity urban railway networks connecting Seoul to the rest of the country.  Travel by bus also provides a cost-effective way of navigating throughout Korea. 
Language
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Korean is the official and accepted business language. English is taught throughout primary and secondary school, and is spoken at some government agencies and companies that engage in international business. 

Health
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For more information on health issues in Korea, please click on the link below: http://www.cdc.gov/travel/eastasia.htm
Local Time, Business Hours, and Holidays
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Local Time Zone: 

Korea is 13 hours ahead of Eastern Standard Time during daylight savings time, and 14 hours ahead of Eastern Standard Time at all other times. Korea does not subscribe to daylight savings time.

Business Hours:

Business hours are normally from 8:30am to 5:30pm Monday through Friday, and 8:30 am to 1:00 pm on Saturdays for some government agencies.
Holidays:

View link for holidays in Korea. (http://www.buyusa.gov/korea/en/holidays.html)
Temporary Entry of Materials and Personal Belongings
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Korea

Travelers are allowed to bring USD400 worth of goods into Korea duty/tax free. Goods bought overseas or bought duty/tax free before leaving Korea are included when determining your duty free allowance. Common examples of acceptable items include: 

cameras, electronic equipment, leather goods, perfume concentrate, jewelry, watches, sporting goods, new clothing, footwear, articles for personal hygiene/grooming, one liter of alcoholic liquor (including wine, beer or spirits) for travelers aged 20 years and over.  The tobacco allowance is 200 cigarettes, 50 cigars and 250g of tobacco products, other than cigarettes, for travelers aged 19 years of age and over.

Personal goods that you have used may also be brought into Korea without payment of duty and tax (proof of the date of purchase may be required). Your clothing, toilet articles, personal jewelry (including watches) will be admitted free of duty and other taxes irrespective, if they accompany you or are sent separately, provided: 

1) They are intended for your own personal use or wear; and 

2) They are not intended for any other person or persons or as a gift, sale or exchange. 

Commercial quantities of individual items are not permitted under the provisions of this concession since the term "personal effects" only covers used articles or those that a traveler may reasonably require for his or her personal use during a journey. 

Members of the same family who are traveling together may combine their individual duty/tax free allowances. 

Gifts (given to you or intended for others) are counted as part of the USD400 duty free allowance.

Non-residents must declare in writing to Korean Customs all foreign currency with a value in excess of USD 10,000 that they carry into or acquire in Korea.  This rule is enforced.  When buying Korean Won in Korea, be sure to keep the receipt(s) because re-exchange is allowed up to the amount specified in the receipts.  Without receipts only USD 500 worth of Korean Won can be re-converted into USD. 

Articles in Excess of The Duty Free Allowance

All goods and proof of purchase must be declared to the Korea Customs Service (KCS) for calculation of any duty and tax to be paid.  Customs will collect customs duty, VAT (Value Added Taxes) and special consumption taxes on imported items. The KCS has adopted a Simplified Duty Rate that reflects all duties and taxes to facilitate customs procedures. 

General Examples of Simplified Duty Rates

	Total value of articles acquired or purchased abroad 
	Less than USD 400, or personal belongings that have been used
	More than USD 400 (above duty free allowance) 
	Liquor, Tobacco, etc. 

	Customs duty and other taxes
	None 
	20~55%
	Individually taxed 


It is important to note that there are different rates of duty and tax. When purchasing items, caution should be exercised to ensure that the imported items are not in excess of the duty/tax free allowance. For further information, contact Korean Customs or go to their website at www.customs.go.kr/eng/.

Calculation of Customs Duties And Payment Method 

Customs duty and other taxes, where applicable, are levied on the transaction value of the goods, i.e., the price actually paid for them.  Where there is no identifiable transaction cost (such as a gift), Customs will endeavor to have the goods valued independently.   Payment will only be accepted in cash and in Korean Won. Passengers cannot pay Customs duties by credit card or any other means of payment. 

Business Travelers

Business travelers carrying commercial goods or samples may need to obtain permits for their goods depending on the nature of the goods, regardless of value. Quarantine and wildlife regulations and other restrictions may also apply to certain goods. Laptop computers and other similar electronic equipment for personal/professional use may be brought in duty/tax free, provided Customs is satisfied that these items will be removed from Korea on departure. 

Temporary Importation of Commercial Goods 

Carnets may be obtained for temporary duty/tax free entry of goods such as commercial samples, jewelry, goods for international exhibitions, equipment for sporting events, professional televisions and film equipment, etc. Contact your local International Chamber of Commerce for application details. 

Carnets in the United States are issued by the United States Council for International Business and information can be found on the website: www.uscib.org.  Application information can be found at: http://www.uscib.org/index.asp?documentID=859.  The Republic of Korea holds a six month validity period for the Carnet.

For more information on importing goods, the International Cooperation Division of the Korean Customs Administration can provide assistance with general customs questions.  

Korea Customs Service 

Tel: (82)-2-3438-1114

Fax. (82)-2-3438-1665.  

www.customs.go.kr/eng/
Returning to the U.S.

Returning U.S. residents can bring duty-free articles totaling USD 400 when the articles are for personal use.  After the USD 400 exemption, the next USD 1,000 worth of personal or gift items are taxed at a flat rate of 10 percent.  Beyond USD 1,400, various duty rates, mostly 20-30 percent, apply according to the item.  Both residents and non-residents are limited to one carton of cigarettes, 100 cigars and one liter of alcoholic beverages or two ounces of perfume for duty-free import.  The duty-free limit is USD 50 for bona fide gifts mailed to the United States.  Every mail shipment must contain a written declaration.  

Non U.S. citizen visitors to the United States are allowed to bring in duty-free gifts with a value of up to USD100.  For travelers within this limit, no written declaration is required.  Additional gifts and other items that will remain in the United States are taxed at a rate of 10 percent up to USD 1,000, and at variable rates thereafter.

Foreign-made personal articles are dutiable each time they are brought into the United States, unless one can prove prior possession.  Articles bought in "duty free" shops in foreign countries are subject to U.S. customs duty.  Articles purchased in U.S. "duty free" shops are also subject to U.S. duties if they are brought back into the United States.

Americans visiting Korea should be aware of possible trademark and copyright violations when purchasing articles in Korea.  Makes such as Coach, Reebok, Gucci, Polo, Rolex, Disney, Chanel, Warner Brothers and computer software are often counterfeit.  Due to the high potential for counterfeiting, items bearing the above-named trademarks (and several others) can only be legally mailed or carried into the United States, if they are the authentic articles.  By attempting to carry counterfeit goods through U.S. Customs, one runs the risk of having them confiscated.  Possession of significant amounts of counterfeit goods can lead to criminal prosecution.  Questions regarding the import of counterfeit goods into the U.S. should be directed to the U.S. Customs office at the Embassy in Seoul at 82-2-397-4644. The U.S. Customs website is www.cbp.gov. 
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Health Issues

http://www.cdc.gov/travel/eastasia.htm
Holidays in Korea

http://www.buyusa.gov/korea/en/holidays.html
Incheon International Airport

http://www.airport.or.kr/eng/airport/


Information about Visas to Korea

http://www.mofat.go.kr/me/me_a006/me_b025/me06_01.jsp
Korean Embassy and Consulates in the U.S

http://www.koreaembassyusa.org
KTX

http://ktx.korail.go.kr/eng/


State Department Visa Website http://travel.state.gov/travel/tips/brochures/brochures_1229.html
State Department Travel Advisory on Korea

http://travel.state.gov/travel/skorea.html
U.S. Customs

http://www.cbp.gov
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Go to the link below for useful contacts in Korea and the U.S.: 

http://www.buyusa.gov/korea/en/partnerlinks.html
Market Research
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To view market research reports produced by the U.S. Commercial Service please go to the following website:  http://www.export.gov/mrktresearch/index.asp  and click on Country and Industry Market Reports.

Please note that these reports are only available to U.S. citizens and U.S. companies. Registration to the site is required, but free of charge.

Trade Events
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Please click on the link below for information on upcoming trade events.

http://www.export.gov/tradeevents/index.asp
http://www.buyusa.gov/korea/en/cskoreaupcomingevents.html
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Chapter 10: Guide to Our Services

The U.S. Commercial Service offers customized solutions to help your business enter and succeed in markets worldwide.  Our global network of trade specialists will work one-on-one with you through every step of the exporting process, helping you to:

· Target the best markets with our world-class research

· Promote your products and services to qualified buyers

· Meet the best distributors and agents for your products and services

· Overcome potential challenges or trade barriers

For more information on the services the U.S. Commercial Service in Korea offers U.S. businesses, please click on the link below.

http://www.buyusa.gov/korea/en/ourservices.html
Return to table of contents
U.S. exporters seeking general export information/assistance or country-specific commercial information should consult with their nearest Export Assistance Center or the U.S. Department of Commerce's Trade Information Center at (800) USA-TRADE, or go to the following website: http://www.export.gov

To the best of our knowledge, the information contained in this report is accurate as of the date published. However, The Department of Commerce does not take responsibility for actions readers may take based on the information contained herein. Readers should always conduct their own due diligence before entering into business ventures or other commercial arrangements. The Department of Commerce can assist companies in these endeavors.
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