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REFERENCE MATERIAL Date: June 15, 2000
Provided by:  Internationa Cooperation Div.,
Minigtry of Agriculture & Forestry
Director: Jong HaBae
Deputy Dir:  Thn Joong Kim
Telephone: 503-7292

Asagenerd rule, the content of the panel report is confidentia until it has been digtributed to all
member nations,

SUBJECT: TO APPEAL IMMEDIATELY AGAINST THE RESULT OF THE WTO BEEF
PANEL

# The Korean government has decided to gpped in the near future against the WTO beef panel
report that was distributed at 11:30 p.m. on June 15, 2000 (Korea Standard Time) to the countries
that are under dispute. It will do so under the WTO dispute settlement procedures.

# The pand reported the following about our separate retail system for beef that has protected the
consumers againgt misrepresentation since its introduction in 1990, beef import system and the
subsidy related to the cattle procurement.

It concluded that the separate retail system is a discriminatory system that limits the consumers

access to imported besf.
Asfor the beef import system, it recognized an extensive amount of our argument that the

current beef import system is necessary for maintaining the quota system up to the end of 2000.
"*  Asfor the domestic subsidy related to the cattle procurement project in 1997 and 1998, it
pointed out that there was a problem with our method used in calculating the subsidy.

# The Korean government |ooks upon the content of the pand report as having been written up
centering around the petitioner (exporting nations). It also lacks sufficient congderation of the need
for the separate retail system and Korea market Situation, such asthe actua marketing practice,
etc. Wedso think that there are some problems in interpretation of the laws. The separate retall
system isatype of alabeling system in abroader sense. It isamethod that protects the consumers
right to know and is the most sure method for preventing midabeling. 1t is our judgement that we
cannot say that there is discrimination, as we are handling the domestic beef sales outlet the same
way that we are handling the imported beef sdles outlet. The current import/marketing system for
beef is a system that was developed under the consensus with the petitioner (exporting country)
during the earlier part of 1990's.  However, to raise this as an issue after amost 10 years seems
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likeit is againg the principle of faithfulness and honesty.

# The beef dispute began when Korea failed to meet itsimport quota, due to the acute drop in beef
imports caused by our economic crigsin 1998. When Koreafailed to meet the quota, the
exporting countries demanded that Korea fulfill itsimport quota, total eimination of the separate
retail system, huge drop in tariff rates, improvement of the import system, etc.

# During the economic crigs, alot of farmers daughtered alarge number of animas Smultaneoudy, as
feed prices soared, due to the depreciation of the Korean currency. Due to such massive
daughtering, cattle prices plunged from 2,200,000 won to 1,400,000 won, resulting in alot of
livestock farmers going bankrupt. The fundament for livestock industry was & the merge of
collgpsing. Under such Stuations, we judged that it would be beneficid to resolve the dispute
through the WTO dispute settlement procedure, rather than accepting the demands of the exporting
nations. Aswe could not reach a smooth agreement during the severd bilaterd meetings that took
place afterwards, the United States and Audtrdiafiled a petition with the WTO.

# If we had been afraid of being petitioned and had chosen to fulfil the full amount of quota or
dropped the duty rate or abolished the separate retail system that the exporting countries had been
asking for, we would have ended up with much bigger damage. If we had fulfilled the import quota
for 1998 and 1999, as the petitioning nations had requested, the amount of imports would have
increased by around US$150,000,000. We aso estimate that the increased imports would have
resulted in adrop of 300 billion won (Approximately $273 million, using the current exchange rate
of around US$1=1,100 won) in total hanwoo production value and an income drop of 16.3
percent of hanwoo farm households. If we had sgnificantly dropped the duty rate from the rate
agreed under the Uruguay round, the negetive effect is so big that it would be difficult to even
estimate the impact. Due to the above counteraction that our government took and as a result of
the cattle procurement project, the cattle price that had plunged to 1,400,000 won dueto the
economic criss recovered to the gppropriate leve of 2,400,000 won within ten (10) month. Thisis
comparable to the time it took for the cattle prices to recover from the cattle price crissin 19383
which did not get back to the normd level until 1989.

# The Korean government plansto actively react during the gppedl process by maintaining a
systematic cooperation among the relevant ministries, such asthe Minigtry of Agriculture &
Forestry, Ministry of Foreign Affairs and Trade, etc, as wel as consulting with lega counsd for
trade and specidids, etc. 1t will dso utilize the discrimination technology between hanwoo and
imported beef, usng the DNA identification technology that has aready been developed to abolish
the deceptive marketing practices, such asfase labding, etc. It will aso enhance the crackdown
on fase labeling and srengthen the pendties. On top of this, the government will aggressively
endeavor in protecting the consumers right by introducing country of origin labding at restaurants,
etc.

<Additional Materids>
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THE BACKGROUND AND MEANING OF THE BEEF PANEL

1. Demand and import of beef increased rapidly since the 1990's.

Due to the continued increase in beef consumption since coming into the 1990's, imports
continued to increase every year and we did not have any problem in importing the quota

amount up to 1997.
Annua Quota and Imported Amount
Y ear 1993 1994 1995 1996 1997 1998
Quota (MT) 99,000 | 106,000 | 123,000 | 147,000| 167,000 187,000
Actud Import 99,031 | 120,109 | 148,059 | 147,162 | 161,522 87,323
(MT)

K orea has become the second mgjor market for beef exporting nations, next to Japan and the
market share of U.S. beef has graduadly increased.

Market Share of U.S. Beef Among Total Imports

Y ear 1993 1994 1995 1996 1997 1998
U.S. Market 43.7% 50.7% 51.6% 51.9% 51.5% 60.1%
Share

" Especialy because the beef consumption in United States and other western nations have
recently been stagnant, the United States concentrated on exporting and the importance of the
Korean market increased.

2. Cridgsinthe livestock industry due to the 1997 economic crisis
** Asthe Korean currency depreciated during the economic crisis a the end of 1997 and as feed

prices soared, lot of farmers daughtered large number of animals as they were a the merge of

going bankrupt.

"* Importsin 1998 fdl way short of the quota amount due to reduced consumption and increased

import prices coming from depreciation of the Korean currency.

Asimports dropped, exporting countries requested Korean government to take active

measures to increase imports.

— Reduction of duty for beef, abolishment of the separate retail system, full liberdization of the
import window, etc.
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However, we could not accommodate the request of exporting countries, under the difficult
gtuation that the domestic cattle industry was facing. When we could not reach a satisfactory
agreement through severa consultations, the United States and Austrdia turned the case over
to the WTO Dispute Settlement Process.

3. TheFdsehood of the Petitioning Nations Argument
" Although the essence of the problem lied with the fact that we failed to meet the import quota,

petitioning nations raised an issue with other areas, such asthe separate retall system, etc.

— Unfulfil of the quotaisnot aviolation of the GATT agreemernt.

"' Theissuesthat the petitioning nations raised are not something that happened in 1997 and

1998. It wasin existence prior to this period.

— They did not make an issue out of this when the imports were coming in smoothly but chose
to raise the issue when imports began to stagger by only pointing out the areas where there
was alegd problem.

The separate retall system is a system that is needed to prevent the midabeling of imported beef
as domedtic bedf. It isabsolutely necessary to have a measure in place to prevent deceptive
practices against consumers.

4. The economicd effect of the pand.

"* Itiscommon to end up in a dispute settlement procedure due to conflict of interest under the
current Stuation where trade isincreasng every day and where trade rdlated issues are
complicatedly developing. Rather than being afraid of being petitioned againgt apand, it is
necessary to actively pursue the best Strategy using every means and measure that is available
to protect the nation’ s interest and obtain practical gain.

" We would have ended up with amuch bigger loss, if we had been afraid of being petitioned
againg apand and had fulfilled the quota or abolished the separate retail system, asthe
exporting countries had demanded.

— If we had imported the full quota amount in 1998 and 1999, the tota amount of imports
would have increased by US$150 million.

— If we assume that the domestic beef had been substituted with imported beef, tota hanwoo
production vaue would have dropped by 300 billion won and we estimate that the hanwoo
farm household income would have been reduced by 16.3 percent.

—  Wewere dso able to earn more than two years by changing a bilaterd issueinto a
multilaterd issue, usng the WTO dispute settlement process.

5. Future schedule of the pandl

" Apped: dJly
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" Proceed with the appeal process. August - October

"* Adoption of the Report of the Appellate Body: October
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