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	Objective

APEC Economies will achieve free and open investment in the Asia-Pacific Region by :

(a) Liberalizing their respective investment regimes and the overall APEC investment environment by, inter-alia, progressively providing for MFN treatment and national treatment and ensuring transparency; and
(b) Facilitating investment activities through, inter alia, technical assistance and cooperation


	Guidelines
Each APEC economy will: 

(a) progressively reduce or eliminate exceptions and restrictions to achieve the above objective, using as an initial framework the WTO Agreement, the APEC Non-Binding Investment Principles, any other international agreements relevant to that economy, and any commonly agreed guidelines developed in APEC; and

(b) explore expansion of APEC's network of bilateral investment agreements. 



	Collective Actions
APEC Economies have agreed to take collective actions to help achieve these goals.  These actions are contained in Collective Action Plans (CAPs) which are updated annually.  The current CAP relating to investment can be found in the Investment Collective Action Plan.



	Korea's  Approach to Investment in 2003
<Liberalization and Protection of FDI >

As of  August 2003, Korea has only two sectors(TV broadcasting and radio broadcasting) fully restricted to foreign investors and  27 sectors partially restricted. As of August 2003, Korea has concluded Bilateral Investment Treaties with 73 countries. Among these agreements 64 are currently in force and 9 are signed. 

<Establishment of a comprehensive plan to improve investment environment>
Under  the FIPA  a comprehensive plan  to improve the investment environment, including setting numerous tasks in finance, labor, taxation, education and housing areas, expanding FDI support, and improving the management and living conditions for foreigners has been annually established since 2001. For 2003 of 41 tasks, by May 2003, 6 have been completed and a further 26 are in progress.  
<Easing requirements for Foreign Investment Zones (FIZs)> 

FDI requirements for the manufacturing and tourism industries were eased: in the case of the manufacturing sector, the current level of not lower than $100 million in investment was eased to one of not lower than $50 million. 
<One-Stop Service>

In order to provide one-stop service for foreign investors, the Korea Investment Service Center (KISC) has been established to minimize the number of contact points investors are required to establish. The KISC will change the official name of agency to INVEST-KOREA. It also incorporates an Ombusman institution established by FIPA. 
Following an initial contact between a foreign investor and KISC or a Korea Trade Center concerning a proposed investment in Korea, a staff member will be designated as a project manager to handle further inquiries and lend assistance on all matters and procedures relating to the eventual establishment of the project.
<Commission on Foreign Direct Investment Policy>
This commission deliberates and decides on all major policy issues connected with FDI.     




	Korea's Approach to Investment Measures in 2003

	Section
	Improvements Implemented Since Last IAP
	Current Investment Measures Applied
	Further Improvements Planned

	General Policy Framework

	As of August 2003, Korea has concluded BITs with 73 economies.

Unde the FIPA, a comprehensive plan to improve the investment environment has been anually established.

For 2003,  a comprehensive plan including setting numerous tasks in finance, labor, taxation, education and housing areas was established. Of 41 tasks enumerated in this plan, by May 2003, 6 have been completed and a further 26 are in progress.


	<Liberalization and Protection of FDI >

As of  August 2003, 2 sectors(TV broadcasting and Radio broadcasting) are fully closed to foreign investment, and a further 27 partially restricted. Korea is a signatory to bilateral investment agreements for the protection of FDI with 73 countries. Among these agreements 64 are currently in force and 9 are signed. 
<Establishment of a comprehensive plan to improve investment environment> Since 2001, Korea has established a comprehensive plan to improve the management and living environment for foreign investors and their foreign employees. For 2003 of 41 tasks in the sectors of finance, labor, taxation, education and housing, by May 2003 6 have been completed and a further 26 are in progress.
<Easing requirements for Foreign Investment Zones (FIZs)>
FDI requirements for manufacturing and tourism industries were eased: in the case of the manufacturing sector, the current level of not lower than $100 million in investment was eased to one of not lower than $50 million. 

<One-Stop Service> 

The Korea Investment Service Centre (KISC) has been established to minimize the number of contact points investors are required to establish. The KISC will change the official name of agency to Invest-Korea. It also incorporates an Ombudsman institution established by FIPA. 

<Commission on Foreign Direct Investment Policy> This Commission deliberates and decides on all major policy issues connected with FDI.


	Medium/Long term

(2003~2010/2020)

Korea will seek to make a positive contribution towards making APEC an appropriate and constructive forum in which to implement the liberalization and facilitation of international investment.



	Transparency

	     

	Korea provided information relating the regulatory framework on foreign capital participation through the "Guide to the Investment Regimes of the APEC Member Economies."
In order to ensure transparency and predictability, the Korean Ministry of Commerce, Industry and Energy(Mocie) has published, annually, the "Consolidated Public Notice for FDI" since March 1999. The Notice complies and publishes FDI restrictions, other than those stipulated by the Foreign Investment Promition Act(FIPA 1998). 

Invest-Korea also frequently publishes updated information on the adjustments made in its foreign investment policy, and its comprehensive web site(www.investkorea.org) helps enhance transparency and facilitate foreign investment. The "Consolidated Public Notice for FDI" is also available via the invest-Korea website.


	Medium/Long-term

(2003~2010/2020)

Korea will enhance the transparency of its investment system and continuously improve the living conditions for foreigners doing business in Korea, so that it may become easier to conduct business in Korea. 



	Non-discrimination

	



	Korea adheres to the MFN principle in its investment policy. According to the APEC Non-Binding Investment Principles adopted in 1994, there's no discrimination between source economies. 
All relevant laws, regulations, and administrative guidelines are stipulated in the form of "Regulations on Foreign Investment" in a transparent manner and there is no policy or agreement which may cause discrimination between source economies (Most Favoured Nation, MFN).

Under the FIPA, unless otherwise  provided in other laws, foreign investors and foreign invested companies are accorded equal treatment to the nationals or corporations of the Republic of Korea (National Treatment, NT). [Refer to Guide 1996 Section B. 3 (2)]


	     


	Expropriation and Compensation


	     

	Under the new "Foreigner's Land Acquisition Act" (1999, partly revised), foreigners, including non-residents, are now given national treatment in the acquisition of land, without any limits on land use and land size.

In case of expropriation, Korea follows international law standards, limit permissible expropriation to cases involving a public purpose where expropriation is undertaken in a non-discriminatory manner, under due process of law, and accompanied by payment of prompt, adequate and effective compensation.

And investors whose property is to be expropriated for public purpose can be given appropriate compensation according to international laws and relevant domestic laws.


	     


	Protection from Strife and Similar Events


	     

	Bilateral investment treaties which Korea has signed include MFN or NT clauses with regard to restitution, compensation or other valuable consideration owing to the outbreak of hostilities or a state of national emergency.

	     


	Transfers of capital related to investments

	     

	Korea has completely opened the capital market, including the bond and stock markets. 

The repatriation of invested capital and overseas remittance of dividends, interest, and royalties from investments approved officially are fully guaranteed in accordance with the FIPA.

All domestic foreign exchange transactions, including forward transactions involving foreign currency or domestic currency, were exempt from "the real demand principle" requirement. Businesses thus no longer have to prove business purpose to purchase forward currency. 

Firms'  short-term overseas borrowings with maturities of less than one year were liberalized.

In order to reduce inefficiencies stemming from the selective licensing of foreign exchange banks, financial institutions which meet certain conditions were permitted to engage in foreign exchange business.

To lower entry barriers in the money exchange bureau business, the current approval requirement was also replaced by a less stringent registration requirement.


	Taking a step further to facilitate transfer of capital related to investments, the government plans to remove all of its foreign exchange market, in three stages, which is to be completed by 2011.


	Performance Requirements

	     

	Since the abolition of the performance requirement on foreign investment in 1989, there have been no performance requirements such as export or local content obligations that are inconsistent with the WTO/TRIMs Agreement.

	     


	Entry and Stay of Personnel

	

	The entry and departure procedures of the Republic of Korea are similar to those of many other countries in the world. Many convenient measures are provided especially to those who work for foreign invested companies. 

Foreigners who wish to receive a visa to work at a foreign-invested company should attach several documents to a visa application form and submit them to a Korean embassy or consulate. 

When employees of a foreign invested company wish to stay longer than the original duration of their stay, they should submit an application form for a visa extension with references and work certificate to the Immigration Bureau or Korea Investment Service Center (KISC).

*website : www.investkorea.org


	Medium-term (2003~2005)
Korea will examine the possibility of extending mutiple visas to nationals of all APEC member economies.

Long term(2006~2010/2020)
After studying conditions in other countries, Korea will consider relaxing visa restrictions, such as the one-year employment requirement for temporary residency.



	Settlement of Disputes

	     

	Korea is a member of the World Bank's ICSID(International Center for Settlement of Investment Disputes) and the MIGA(Multilateral Investment Guarantee Agency).

According to bilateral investment agreements contracted between Korea and other countries, most foreign investors can submit the disputes to the ICSID. 


	     


	Intellectual Property

	To expedite the granting of IPRs, Korea Intellectual Property Office(KIPO) has implemented various measures such as increasing the number of examiners, expanding its outsourcing and streamlining examination procedures. 

In 2003 Korea entered into the Madrid Protocol and the Trademark Law Treaty(TLT).


	Korea's current intellectual property rights protection system is in full conformity with the TRIPS agreement of the WTO.

The ministry of Information and Communications(MIC) has established a Standing Inspection Team(SIT) for the prevention of software piracy, under the authority of the Computer Program Protection Act. The SIT has now been given judicial police authority.

The ministry of Culture and Tourism has also established an SIT to fight piracy in sound records, video products, game software, etc.

The MIC can issue an executive order to internet service providers(ISPs) to reject, suspend and limit pirated products and services.

To protect digital contents, the Online Digital Contents Industry Development Act was enacted in Jan. 2002 for the first time in the world.


	Medium/Long-term

(2003~2010/2020)

Korea is currently improving its relevant laws to join the Patent Law Treaty (PLT) for the convenience of applicants in the near future.  

Korea will make continuous efforts to harmonize its IPR laws in accordance with international trends and with technological advancements.

Korea will continue to maintain adequate and effective enforcement mechanisms including civil, administrative procedures and border measures.



	Avoidance of Double Taxation

	

	Bilateral tax conventions aim at preventing double taxation and tax evasion. They define important concepts such as tax residence, permanent establishment, the scope of taxable income and reduced rates applicable to dividend and interest income.

Foreign investors are not subject to double taxation as long as their home country is a signatory to a tax convention with Korea. As of August 2003, 62 countries have signed such a convention with Korea. Among these agreements 59 are currently in force and 3 are signed.


	     


	Competition Policy and Regulatory Reform

	

	Responsibility for competition policy in Korea rests primarily with the Korea Fair Trade Commission(KFTC). 

Korea's basic competition law, the Monopoly Regulation and Fair Trade Act(MRFTA), covers all of the principal competition policy problems of collusion, monopoly, mergers, and unfair practices.

The Clean Market Project launched in 2001 to improve the monopolistic market structure represented a move away from an earlier piecemeal approach, whereby the KFTC typically sought to undertake ex post corrective measures in response to complaints about uncompetitive practices, to a more proactive, comprehensive approach.

The Corporate Compliance Program was also introduced in 2001 to foster a pro-competitive culture in Korean business, leading to increased corporate compliance with competition policy principles.
(http://www.ftc.go.kr/data/hwp/heritage.doc)


	Medium/Long-term

(2003~2010/2020)

KFTC will continue to give its full commitment to APEC workshops on competition policy, the APEC-OECD Cooperative Forum on Regulatory Reform, APEC PFP training programs and other competition policy-related fora.



	Business Facilitating Measures to Improve the Domestic Business Environment

	

	In 1997, as the overseas credit rating and self-regulation of the Korean trading industry improved greatly, the Korean government decided to introduce regulating systems such as the licensing or registration of the trade business through the amendment of the External Trade Law. [Refer to Guide 1999 Section B. 10(2)]
To improve investment and domestic business environment, Korean government establish annually comprehensive plan in variable sectors of fiance, labor, taxation, education and housing, etc. And also a cooperative system has been set up among relevant Ministries: continued expansion of an FDI support system, improvement of management environment of foreign-invested companies and improvement of living environment for foreigners including education and traffic.

The Korean government has streamlined many appliation/registration processe.

In order to provide one-stop service for foreign investors, the Korea Investment Service Center(KISC) has been established to minimize

the contact points investors are required to establish. The KISC will change the official name of agency to Invest-Korea.(website: www.investkorea.org)

Following an initial contact between a foreign investor and KISC or a Korea Trade Center concerning a proposed investment in Korea, a staff member will be designated as a project manager to handle further inquiries and lend assistance on all matters and procedures relating to the eventual establishment of the project. The project manager will undertake a range of services on behalf of foreign investors including airport reception, local schedule management and M&A/joint venture partner searches.

Under the FIPA the Office of the Investment Ombusman(OIO) was established in October 1999 in order to improve foreigner's quality of living as well as the business environment for foreign-invested enterprises. Home Doctors under OIO play roles to ease out troubles of foreign investors in areas such as tax, custom, living condition, labor, fiance, etc.

The FIPA offers an extremely generous range of incentives to locating foreign businesses, such as tax and tariff breaks, land acquisition and rental benefits, infrastructure development grants, customized training and administration support programs.


	Short/Medium-term (2003-2005)

Korea will continue economic structural reform through a regular restructuring system.

Korea proceeds to offer cash grants to foreign investment exceptionally expecting grand national economic effect.




	Other Investment Measures


	

	

	



	Improvements in Korea's Approach to Investment Measures since 1996

	Section
	Position at Base Year (1996)
	Cumulative Improvements Made to Date

	General Policy Framework

	Korea defined "Foreign Direct Investment (FDI)" widely. [Refer to "Guide to the Investment Regimes of APEC Member Economies 1996" (Guide 1996) Section B. 1(ⅰ)(1)]

In the event a foreign investor intends to invest in Korea, he shall be required to notify the foreign exchange banks in advance. If the investment project falls under the category of business subject to approval, foreign investors shall be required to obtain the approval of the relevant minister. [Refer to Guide 1996 Section B. 1(ⅰ)&(ⅱ)]

Korea has signed bilateral agreement on investment promotion and protection with 73 countries. But it has not yet signed any friendship commerce and navigation treaties, nor any multilateral investment agreements as a party. [Refer to Guide 1996 Section E]


	In 1997, the FDI concept of Friendly M&A was realigned and certain long-term loans were included as FDI.

 [Refer to Korea's IAP for 1997, 4. Investment(1)) 

In 1998, the Korean government, in order to create a more supportive and convenient system of foreign direct investment, replaced the old system of regulating and administering foreign investment with a new policy. The new policy is symbolized by the new Foreign Investment Promotion Act, which became effective on November 17, 1998.

In 1999, newly adopted systems to expedite FDI procedures and establish Foreign Investment Zones (FIZ).   [Refer to Guide 1999 Section B. 1(2)] 

In order to promote investment into the components and basic material industries, foreign investment zones could be designated by plural investors.

As far as liberalization is concerned, from 2001, 2 sectors were fully restricted to foreign investors, and a further 27 partially restricted.
In 2001, Two of the four regulatory and administrative steps previously required for FDI were eliminated. Thus only two steps remain: notification to the government and registration with a Foreign Investment Notification and Registration Institution.
FDI requirements for manufacturing and tourism industries were eased: in the case of the manufacturing sector, the current level of not lower than $100 million in investment was eased to one of not lower than $50 million.  

Since 2001, Korean government has established annually comprehensive plan in variable sectors of finance, labor, taxation, education and housing in order to enhance the FDI environment, and also a cooperative system was set up among all Ministries. For 2003, of 41 tasks by May 2003 6 have been completed and a further 26 are in progress. 



	Transparency


	Korea provided information relating to the regulatory framework on foreign capital participation through "Guide to the Investment Regimes of the APEC Member Economies."
Korea provided information or consultation relating to investment in Korea through the "Comprehensive Assistance Center for Foreign Investment." [Refer to Guide 1996 Section D. 3(2)]


	For the purpose of eliminating friction and supporting foreign investors through all stages of investment, the Korea Investment Service Center(KISC) was launched as of 30 April 1998. The KISC performs investment promotion activities, provides information and consultation. [Refer to Guide 1999 Section B. 1]
In order to ensure transparency and predictability, the Korean Ministry of Commerce, Industry and Energy(Mocie) has published, annually, the "Consolidated Public Notice for FDI" since March 1999. The Notice complies and publishes FDI restrictions, other than those stipulated by the Foreign Investment Promition Act(FIPA 1998). 
Invest-Korea also frequently publishes updated information on the adjustments made in its foreign investment policy, and its comprehensive web site(www.investkorea.org) helps enhance transparency and facilitate foreign investment. The "Consolidated Public Notice for FDI" is also available via the invest-Korea website. [www.investkorea.org]



	Non-discrimination

	There is no discrimination between source economies. All relevant laws, regulations, and administrative guidelines are stipulated in the "Regulations on Foreign Investment" in a transparent manner and there is no policy or agreement which may cause discrimination between source economies.

	Under the FIPA(1998), unless otherwise provided in other laws, foreign investors and foreign invested companies are accorded equal treatment to the nationals or corporations of the Republic of Korea(National Treatment, NT).


	Expropriation and Compensation

	Compensation for expropriation: The purpose of expropriation, range of public purpose, and procedures and compensation for expropriation are stipulated concretely in the Land Expropriation Act (for a general expropriation) and the Special Act for Acquisition and Compensation for Losses and from Land for Public Use.

	The Korean government has amended the "Foreigner's Land Acquisition Act" and completely abrogated foreign land acquisition limits in June 1998. Accordingly, under the new act, foreigners, including nonresidents, are now given national treatment in the acquisition of land, without any limits on land use and land size. [Refer to Guide 1999 Section B. 1(2)]
Investors whose property is to be expropriated for public purpose can be given appropriate compensation according to international laws and relevant domestic laws. 



	Protection from Strife and Similar Events

	In its bilateral investment agreements and domestic laws, Korea commits to accord non-discriminatory treatment in times of war and other strife.

	


	Transfers of Capital Related to Investments

	Overseas remittance and repatriation were guaranteed by Article 4 of the Foreign Capital Inducement Act and Article 5 of its accompanying Enforcement Decree. [Refer to Guide 1996 Section B. 4]

	The repatriation of invested capital and overseas remittance of dividends, interest, and royalties from investments approved officially are fully guaranteed in accordance with the Foreign Investment Promotion Act(FIPA 1998).

The Foreign Exchange Transactions Act was enacted in 1998 in order to abolish step by step the regulation of foreign exchange transactions and to radically transform the foreign investment environment. [Refer to Guide1999 Section B.4]

In its bilateral treaties, Korea generally commits to allow the free transfer of all funds related to an investment(in a useable currency) without unreasonable delay.

Korea has completely opened the capital market, including the bond and stock markets.

In order to reduce inefficiencies stemming from the selective licensing of foreign exchange banks, financial institutions which meet certain conditions have been permitted to engage in foreign exchange business.



	Performance Requirements


	Since the abolition of the performance requirements on foreign investment in 1989, there has not been any performance requirements such as export obligation or local contents that are inconsistent with the WTO/TRIMs Agreement.

	


	Entry and Stay of Personnel

	The entry and departure procedures of the Republic of Korea are similar to that of many other countries in the world. Many convenient measures are provided especially to those who work for foreign-invested companies. 

Foreigners who wish to receive a visa to work at a foreign invested company should attach several documents to a visa application form and submit them to a Korean embassy or consulate. 

When employees of a foreign invested company wish to stay longer than the original duration of their stay, they should submit an application form for a visa extension with references and work certificate to the Comprehensive Assistance Center for Foreign Investment at the Ministry of Finance and Economy.




	


	Settlement of Disputes

	According to bilateral investment agreements contracted between Korea and other countries, most foreign investors can submit the disputes to the ICSID. 
Korea has signed the agreement to join the ICSID convention.


	


	Intellectual Property 


	In Feburary 1993, the Korean government established the headquarters for the Joint Investigation of Intellectual Property Rights Violations. Since 1993, the protection of intellectual property rights were upgraded to an international level. The Korean government revised its IPR-related laws in 1995 to bring them into conformity with the  WTO/TRIPS Agreement and continued to enhance IPR laws to ensure the protection of newly emerging fields, such as IPR on the Internet and trade secrets. The major laws are related to copyrights, computer software protection, customs, design, semiconductor chip protection, and unfair competition prevention. [Refer to Guide 1996 Section B. 2]

	The ministry of Information and Communications(MIC) has established a Standing Inspection Team(SIT) for the prevention of software piracy, under the authority of the Computer Program Protection Act. The SIT has now been given judicial police authority.
The Ministry of Culture and Tourism has also established an SIT to fight piracy in sound records, video products, game software, etc.
The MIC can issue an executive order to internet service providers(ISPs) to reject, suspend and limit pirated products and services.
To protect digital contents, the Online Digital Contents Industry Development Act was enacted in Jan. 2002 for the first time in the world.
In 2003 Korea entered into the Madrid Protocol and the Trademark Law Treaty(TLT).   



	Avoidance of Double Taxation

	Bilateral tax conventions aim at preventing double taxation and tax evasion. They define important concepts such as tax residence, permanent establishment, the scope of taxable income and reduced rates applicable to dividend and interest income.

Korea has signed agreements on the prevention of double taxation with 53 countries. [Refer to Guide 1996 Section B.6(4)]


	As of September, 2003, Korea has either put into dffect or signed double taxation agreements with 62 countries.

Furthermore, Korea has initialed the agreement with 12 countries.



	Competition Policy and Regulatory Reform

	The Korea Fair Trade Commission (KFTC) was organized in 1981 pursuant to the Fair Trade Act. The Fair Trade Commission is responsible for enforcing the Fair Trade Act, the Fair Subcontract Transactions Act and the Standardized Contract Act, all of which aim to encourage fair and free competition. 
The competition policy aims to encourage free and fair competition by prohibiting abuses of market dominating positions, excessive concentration of economic power, undue collaborative activities and unfair trade practices. [Refer to Guide 1996 Section B.10(1)]


	The KFTC has been active in promoting competition policy cooperation with other APEC economies. KFTC signed a bilateral cooperation agreement with the ACCC(Australian competition Consummer Commission) in 2002 and has provided APEC economies with technical assistance on competition policy in recent years. The KFTC has been holding the International Workshop on Competition Policy sice 1996 and Seoul Forum since 2001.

The Clean Market Project was launched in 2001. This represented a move away from an earlier piecemeal approach, whereby the KFTC typically sought to undertake ex post corrective measures in response to complaints about uncompetitive practices, to a more proactive, comprehensive approach. 

The Corporate Compliance Program was also introduced in 2001 to foster a pro-competitive culture in Korean business, leading to increased corporate compliance with competition policy principles.

The KFTC has strived to minimize public inconveniences that may arise in the process of filing complaints, and it established a " Consumer Satisfaction Administrative System" to make KFTC affairs more consumer-oriented.





	Business Facilitating Measures to Improve the Domestic Business Environment 


	The export and import system of Korea is free trade, but there are restictions on the amounts of certain items for import and export, and goods' quality and trade systems are under government control in order to achieve specific strategic goals. An export and import business requires a license, which is granted to those who meet necessary qualifications.

	In 1997, as the overseas credit rating and self-regulation of the Korean trading industry improved greatly, the Korean government decided to introduce regulating systems such as the licensing or registration of trade businesses through the amendment of External Trade Law. [Refer to Guide 1999 Section B. 10(2)]
Korea removed the ban on holding companies in 1999.

To improve investment and domestic business environment, Korean government establish annually comprehensive plan in variable sectors of fiance, labor, taxation, education and housing, etc. And also a cooperative system has been set up among relevant Ministries: continued expansion of an FDI support system, improvement of management environment of foreign-invested companies and improvement of living environment for foreigners including education and traffic.
The Korean government has streamlined many application/registration processe.
In order to provide one-stop service for foreign investors, the Korea Investment Service Center(KISC) has been established to minimize the contact points investors are required to establish. The KISC will change the official name of agency to Invest-Korea.(website: www.investkorea.org)
Following an initial contact between a foreign investor and KISC or a Korea Trade Center concerning a proposed investment in Korea, a staff member will be designated as a project manager to handle further inquiries and lend assistance on all matters and procedures relating to the eventual establishment of the project. The project manager will undertake a range of services on behalf of foreign investors including airport reception, local schedule management and M&A/joint venture partner searches.
Under the FIPA the Office of the Investment Ombusman(OIO) was established in October 1999 in order to improve foreigner's quality of living as well as the business environment for foreign-invested enterprises. Home Doctors under OIO play roles to ease out troubles of foreign investors in areas such as tax, custom, living condition, labor, fiance, etc.
The FIPA offers an extremely generous range of incentives to locating foreign businesses, such as tax and tariff breaks, land acquisition and rental benefits, infrastructure development grants, customized training and administration support programs.




