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TRADE AGREEMENTS

United States—Korea Free Trade Agreement

The United States—Korea Free Trade Agreement (KORUS) entered into force on March 15, 2012. Korea
immediately eliminated duties on nearly 80 percent of bilateral trade in industrial and consumer goods.
Duties on most other such goods were phased out in stages over 10 years and have been eliminated as of
January 1, 2021. Tariffs continue to be phased out for certain seafood products, which are scheduled to be
eliminated in 2026. Korea has eliminated tariffs on the majority of U.S. agricultural products, while
maintaining tariff-rate quotas (TRQs) on a handful of U.S. agricultural exports.

The United States and Korea reached agreement in 2018 to modifications and amendments to KORUS and

a related letter exchange. The United States and Korea meet regularly to review the implementation and
operation of KORUS and to address outstanding issues.

TECHNICAL BARRIERS TO TRADE / SANITARY AND
PHYTOSANITARY BARRIERS

Technical Barriers to Trade

Chemicals

Four laws and their respective implementing regulations form the basis of Korea’s chemical management
system: the Act on the Registration and Evaluation of Chemicals (last revised in April 2021); the
Occupational Safety and Health Act (last revised in August 2021); the Consumer Chemical Products and
Biocides Safety Control Act (last revised in May 2021); and the Chemical Substances Control Act (last
revised in August 2021). U.S. chemicals exporters regularly raise concerns with aspects of all of these laws
and their implementing regulations, including: lack of guidance from the regulators on how to implement
the regulations; insufficient protection for confidential business information; and, inadequate transparency
regarding the selection of chemicals to be tested and the testing methodology.

Packaging Materials and Labeling Regulations

U.S. stakeholders remain concerned about the lack of clarity relating to the calculation method for
packaging space ratios used by Korean Government authorities under the Act on the Promotion of Saving
and Recycling of Resources (Recycling Act). While not yet passed, proposed amendments to the Recycling
Act in August 2020 and November 2020 would mandate pre-launch testing of packaging materials and
labeling of small electronic products to ensure compliance with specified packaging requirements.
Stakeholders have raised concerns that the amendments would delay product releases, particularly when
not provided with sufficient time to find alternative solutions to adapt to new requirements.

Sanitary and Phytosanitary Barriers

Agricultural Biotechnology

Korea’s regulatory system for agricultural biotechnology continues to present challenges to U.S.
agricultural exports. The approval process for new biotechnology products is onerous and protracted due
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to inefficiencies, which include redundant reviews and excessive data requests. The regulatory approval is
managed across five different agencies, each with its own process and data submission requirements. While
there is no clear mechanism to address the inefficiencies of Korea's regulatory process, Korea has indicated
a willingness to continue discussing potential reforms to its regulatory process. The United States and
industry stakeholders have provided ideas on how to improve the process and developed pilot projects to
test a streamlined process for biotechnology product reviews. These initiatives have had little impact,
however, because Korea’s Living Modified Organisms (LMO) Act mandates participation by the five
agencies, limiting the potential for streamlining the system without legislative changes.

In 2022, Korea’s Ministry of Trade, Industry and Energy (MOTIE) proposed a draft revision of the LMO
Act to include a policy on products of innovative biotechnologies (e.g., genome editing). Korea proposed
to classify genome-edited products as LMOs, but also introduced a pre-review system to exempt certain
products from a full risk assessment under certain conditions. Once the LMO Act revision is finalized,
Korea will develop regulations to implement the pre-review system and establish approval procedures for
products that are not exempted. The United States discussed concerns with Korea’s approval process for
agricultural biotechnology products during the August 2023 meeting of the KORUS Committee on Sanitary
and Phytosanitary Measures (KORUS SPS Committee).

Beef and Beef Products

Prior to 2008, Korea restricted the importation of U.S. beef and beef products, citing concerns related to
bovine spongiform encephalopathy (BSE). In 2008, the United States and Korea reached a bilateral
agreement to fully reopen Korea’s market to U.S. beef and beef products. However, as a transitional
measure, U.S. beef and beef products imported into Korea had to be derived from animals less than 30
months of age. This “transitional measure” has remained in place for sixteen years. In addition, imports
of processed beef products, including ground beef patties, beef jerky, and sausage, are still prohibited.

Market Access for Pet Food Containing Ruminant Ingredients

In May 2018, the United States sent a formal request to Korea’s Ministry of Agriculture, Food, and Rural
Affairs (MAFRA) for market access for pet food containing U.S.-origin ruminant ingredients, as well as
any ruminant ingredients imported from countries that, like the United States, are deemed by the World
Organisation for Animal Health as having a negligible risk for BSE. In July 2018, the MAFRA indicated
that it was drafting import health requirements for pet food. The United States reiterated the request in the
KORUS SPS Committee in August 2023. As of December 2023, Korea’s revised pet food import health
requirements remain unpublished.

Horticultural Products

Several U.S. market access requests remain pending with the MAFRA Animal and Plant Quarantine
Agency (APQA). Among these are expanded access for blueberries from U.S. states other than Oregon;
improvement in the cherry import program; and access for apples, pears, Texas grapefruit, and California
stone fruits. The United States requested that the APQA expedite the approval process for these products.
The United States and Korea continued efforts to establish access for U.S. exports and discussed these
issues during the KORUS SPS Committee in August 2023 and at a bilateral plant health technical meeting
in November 2023.

Maximum Residue Limits

Korea’s Positive List System (PLS) requires the establishment of new import tolerances for agrochemical
residues that were previously permitted but not officially registered for use in Korea, as well as for new
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substances that do not have any maximum residue limits (MRLs) in Korea. As of January 2022, U.S.
agricultural exports are required to comply with Korea’s domestic MRLs, import tolerance, or a default of
0.01 parts per million (ppm).

Korea plans to introduce a PLS for meat, poultry, and other animal products. Like the PLS for agrochemical
residues, Korea began a phased implementation of the PLS for veterinary drugs. Starting in January 2022,
Korea lowered the default limit for antimicrobial residues from 0.03 ppm to 0.01 ppm, in the absence of
Korean or Codex Alimentarius Commission MRLs. Under the second phase, expected to begin in January
2024, in the absence of a Korean MRL or import tolerance, Korea will apply a default of 0.01 ppm for
veterinary drugs in six major product categories, including: beef; pork; chicken; milk; eggs; and, fishery
products.

GOVERNMENT PROCUREMENT

Korea is Party to the WTO Agreement on Government Procurement (GPA). Korea has made commitments
to open its government procurement to U.S. suppliers under the revised GPA and under KORUS. KORUS
provides U.S. suppliers significantly expanded access to central government procurements through a
substantially lower threshold for eligible central government procurement contracts of goods and services
than what exists in the WTO GPA ($100,000 versus the current GPA threshold of $182,000). While
KORUS does not cover procurement by Korean sub-central government entities and government
enterprises, the GPA provides U.S. businesses with access to procurement conducted by most Korean
provinces, cities, and government enterprises.

Encryption and Security Requirements for Public Procurement of Information and
Communication Technology Equipment

Korea and the United States are both members of the Common Criteria Recognition Arrangement (CCRA),
under which products certified at any CCRA-accredited laboratory in any member country should be
accepted as meeting the certification requirements in any other member country. Korea’s National
Intelligence Service (NIS), however, has imposed additional domestic cybersecurity certification
requirements through its Security Evaluation Scheme (SES) since October 2014. Korea has broadly
imposed the SES for common criteria (CC)-certified information technology products to be sold to the
public sector. In October 2022, the NIS introduced a three-tiered scheme dividing all public institutions
into three sensitivity tiers. The NIS now allows institutions in the middle and lower tiers, such as
universities and public schools, to use CC-certified information and communication technology products
without additional domestic security verification. However, the SES still applies to most major public
institutions, which account for over 90 percent of the public sector market, including all central
administrative institutions such as ministries and metropolitan local governments. The United States has
urged Korea to abide by its obligations as a CCRA member.

Korea requires network equipment procured by public sector agencies (i.e., government agencies and quasi-
government agencies) to incorporate encryption functionality certified by the NIS. However, the NIS only
certifies encryption modules based on the Korean-developed ARIA and SEED encryption algorithms
(which, although they align with ISO standards, are in practice primarily used in Korea), rather than the
internationally standardized Advanced Encryption Standard (AES) algorithm in widespread use worldwide.
This restriction has de facto significantly limited U.S. suppliers’ access to this market as it requires the
development of a Korea-specific product line, which may not be commercially viable. The United States
has urged Korea to ensure that equipment based on widely used standards has full access to Korea’s public
sector market.
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Cloud Security Certification for Public Sector Cloud Service Procurement

The Cloud Security Assurance Program (CSAP) was created by the Korea Internet and Security Agency in
2016 and elevated from administrative guidance to a legal requirement through a March 2022 revision to
the Cloud Computing Promotion Act. The CSAP, which applies to Korea’s central, provincial, and local
public sector with very limited exceptions, creates significant barriers to foreign cloud service providers
(CSPs) seeking to sell to Korea’s public sector. CSPs are required to create physically segregated facilities
for exclusive use by government-owned customers, comply with data localization of cloud systems, create
backup systems and data, and ensure that operations and management personnel of cloud service providers
are located within the territory of Korea to obtain the low-tier certification. CSPs must also use only NIS-
certified encryption algorithms (ARIA or SEED).

The potential market from which U.S. providers are being excluded is large and growing. In August 2022,
Korea began a review of the CSAP with a view to reform it in a way that would open market access
possibilities for foreign service providers, indicating it would benchmark the U.S. Federal Risk and
Authorization Management Program (FedRAMP). In January 2023, Korea revised the Notification of the
Security Certification for Cloud Computing Services to introduce a three-tiered scheme dividing all public
networks into three risk tiers under the CSAP, which still creates significant barriers to U.S. CSPs seeking
to sell to Korea’s public sector. Only those CSPs that have at least the mid-tier CSAP certification can
effectively participate in the government’s digital transformation initiative. The United States raised this
issue in June 2023 and in November 2023 and urged Korea to align its cloud security certification
requirements with other internationally accepted standards.

INTELLECTUAL PROPERTY PROTECTION

In general, Korea has a strong regime of intellectual property (IP) protection and enforcement. Under
KORUS, Korea agreed to strong enforcement provisions for various types of IP rights and agreed to join
key multilateral IP agreements. Moreover, the Korean Government prioritizes IP protection, as Korea is a
significant creator of IP. Nevertheless, some [P-related concerns remain, including with respect to: the
transshipment of counterfeit goods, especially via small express-shipped parcels; geographical indications;
and, a lack of civil and criminal penalties sufficient to deter [P violations. The United States continues to
work with Korea to improve these areas.

SERVICES BARRIERS

Audiovisual Services

Notwithstanding KORUS commitments not to impose new restrictions, multiple Korean Government
agencies and the National Assembly have been discussing ways to incorporate online media streaming
platforms into the existing restrictive regulatory framework for legacy media, including potential Korean
content requirements for U.S. over-the-top platforms.

Financial Services and Insurance Services

Cross-Border Data Transfer by Reinsurance Institutions

Reinsurance firms are not able to transfer information outside Korea as required in their ordinary course of
business and as they should be able to do under Korea’s KORUS obligations. Korea’s Financial Services
Commission (FSC) informed the U.S. Government in 2021 and in 2022 that it changed its interpretation of
relevant rules under the User Protection and Credit Information Act such that U.S. reinsurance companies
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can send personal information of primary insurance policy holders outside Korea for purposes of data
processing, risk management, and underwriting. However, U.S. reinsurance companies reported in 2022
that they had not seen such a change in practice, and, absent sufficient legal certainty, they have not been
able to send information cross-border. In October 2022, progress was made in clarifying important
outstanding questions, including: the allowable purposes for such information transfers; the locations to
which information may be sent; and, the interaction of the User Protection and Credit Information Act and
the Insurance Business Act, both of which regulate the insurance industry. These clarifications indicated
that the transfer of such information by reinsurance companies would be allowed in most cases; however,
there is no public written documentation of this upon which industry could rely for legal certainty.

Professional Services

Since 2013, Korea has taken steps to open its legal services market, as outlined in KORUS. The amended
Foreign Legal Consultants Act now allows foreign law firms to open foreign legal consultant offices in
Korea and to enter into “cooperative agreements” with Korean firms to handle cases jointly where domestic
and foreign legal issues are mixed. Foreign-licensed lawyers and firms have been able to establish joint
ventures and hire Korean-licensed lawyers since 2017; but, several requirements that are unique to Korea
discourage U.S. companies from doing so. The Act limits a foreign law firm’s ownership of the joint
venture to 49 percent and requires that the firms composing the joint venture have been in operation for at
least three years. The Act also requires foreign and Korean law firms participating in a joint venture to
establish a new separate legal entity under Korean law. In addition, the Act limits the scope of practice of
joint ventures. These provisions undermine the legislation’s purpose of facilitating trade in legal services
between the two countries.

BARRIERS TO DIGITAL TRADE

Network Usage Fees

Since 2021, a number of bills have been introduced in the National Assembly that would require foreign
content providers to pay network usage fees to Korean Internet service providers (ISPs). Because some
Korean ISPs are also themselves content providers, fees paid by U.S. content providers could benefit a
Korean competitor. Furthermore, such a mandate could be anticompetitive by further strengthening
Korea’s ISP oligopoly of three major providers to the detriment of the content industry. The United States
raised this issue with Korea on several occasions throughout 2023.

Location-Based Data

Korea’s restrictions on the export of location-based data have led to a competitive disadvantage for
international suppliers seeking to incorporate such data into services offered from outside Korea. For
example, foreign-based suppliers of interactive services incorporating location-based functions, such as
traffic updates and navigation directions, cannot fully compete against Korean companies because locally-
based competitors typically are not dependent on foreign data processing centers and do not need to export
location-based data. Korea is the only significant market in the world that maintains such restrictions on
the export of location-based data. While there is no general legal prohibition on exporting location-based
data, exporting such data requires a license. As of December 2023, Korea had never approved a license to
export cartographic or other location-based data, despite receiving numerous applications from foreign
suppliers.
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INVESTMENT BARRIERS

Korea maintains various restrictions on foreign investment in the telecommunications and media sectors.
Korean law prohibits foreign investment in radio and terrestrial broadcasting operations; limits foreign
ownership to 25 percent in news agency activities; and limits foreign ownership to 49 percent in television
programming and content distribution, cable and satellite broadcasting services, and wired, wireless,
satellite, and other telecommunications. Since March 2015, Korea has permitted U.S. investors to hold up
to 100 percent ownership of a television program provider not engaged in news reporting, multi-genre
programming, or home shopping, but foreign cable and satellite retransmission channels are limited to 20
percent of the total number of operating channels.

In addition to the restrictions in the telecommunications and media sectors, Korea limits foreign ownership
to 30 percent in hydroelectric, thermal, solar, and other forms of power generation, and limits foreign
ownership to 50 percent for enterprises engaged in raising beef cattle, meat wholesaling, electric power
sale, transmission, and distribution, coastal passenger and freight transport, domestic and small air
transport, and newspapers, magazines, and periodicals.

OTHER BARRIERS
Motor Vehicles

Increased access to Korea’s automotive market for U.S. automakers remains a key priority for the United
States.

The U.S. Government has raised concerns about Korea’s emission-related components (ERC) regulations
under Korea’s Clean Air Conservation Act. Vehicle manufacturers and importers are required to obtain
either a modification certification (for a substantial modification of ERCs) or prepare modification reports
for insignificant changes. However, the automobile industry has expressed concern about lack of clarity
over what types of modifications fall under which category. Automakers also have noted that violations
with respect to imports could be subject to criminal prosecution by Korea’s customs authorities, which lack
authority to investigate domestically manufactured vehicles.

In August 2022, U.S. automotive industry stakeholders raised concerns around the Ministry of
Environment’s verification test procedure, conducted by the National Institute of Environment Research,
on randomly selected new models imported to Korea. These tests have caused delays in manufacturers’
product launches.

Pharmaceuticals and Medical Devices

The U.S. pharmaceutical and medical device industries continue to report concerns regarding a lack of
transparency in Korea’s pricing and reimbursement policies and a lack of substantive opportunities for
stakeholder input into proposed policy changes. Industry has raised similar transparency concerns
regarding Korea’s Innovative Pharmaceutical Company (IPC) Accreditation policy, under which the
Ministry of Health and Welfare designates certain companies as IPCs that can receive tax credits, research
and development support, and more favorable premiums, but does not offer an explanation to companies
who are denied the accreditation.

The United States continues to urge Korea to improve its engagement with this sector by enhancing
transparency and providing meaningful opportunities for stakeholder input.
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