Chapter 8 : Competition Policy


	Chapter 8 : Competition Policy

	Objective

APEC economies will enhance the competitive environment to increase consumer welfare in the Asia-Pacific region, taking into account the benefits and challenges of globalization, developments in the New Economy and the need to bridge the digital divide through better access by ICT, by:

a. introducing or maintaining effective, adequate and transparent competition policy and/or laws and associated enforcement policies;

b. promoting cooperation among APEC economies, thereby maximizing, inter-alia, the efficient operation of markets, competition among producers and traders, and consumer benefits; and

c. improving the ability of competition authorities, through enhanced capacity building and technical assistance, to better understand the impact of globalization and the New Economy.



	Guidelines

Each APEC economy will:

a.
review its respective competition policy and/or laws and the enforcement thereof taking into account the “APEC Principles to Enhance Competition and Regulatory Reform”; 

b.
enforce competition policies and/or laws (including those prohibiting anticompetitive practices that prevent access to ICT and other new technologies), to ensure protection of the competitive process and promotion of consumer welfare, innovation, economic efficiency and open markets;

c.
disclose any pro-competitive efforts undertaken (e.g. enactment of competition laws, whether comprehensive or sectoral);

d.
implement as appropriate technical assistance in regard to policy development, legislative drafting, and the constitution, powers and functions of appropriate enforcement agencies;

e. establish appropriate cooperation arrangements with other APEC economies, including those intended to address the digital divide; and

f.
undertake additional step as appropriate to support the development of the New Economy and to ensure the efficient functioning of markets.



	Collective Actions
APEC economies will:

a. gather information and promote dialogue on and study; 

(i)
the objectives, necessity, role and operation of each APEC economy's competition policy and/or laws and administrative procedures, thereby establishing a database on competition policy; 

(ii)
competition policy issues that impact on trade and investment flows in the Asia-Pacific region;

(iii)
exemptions and exceptions from the coverage of each APEC economy’s competition policy and/or laws in an effort to ensure that each is no broader than necessary to achieve a legitimate and explicitly identified objective;

(iv) 
areas for technical assistance and the modalities thereof, including exchange and training programs for officials in charge of competition policy, taking into account the availability of resources; and

(v) 
the inter-relationship between competition policy and/or laws and other policies related to trade and investment;

b.
deepen competition policy dialogue between APEC economies and relevant international organizations; 

c.
continue to develop understanding in the APEC business community of competition policy and/or laws and administrative procedures;

d. 
continue to develop an understanding of competition policies and/or laws within their respective governments and within relevant domestic constituencies, thereby fostering a culture of competition;

e.
encourage cooperation among the competition authorities of APEC economies with regard to information exchange, notification and consultation;

f.
contribute to the use of trade and competition laws, policies and measures that promote free and open trade, investment and competition; 

g.
encourage all APEC economies to implement the “APEC Principles to Enhance Competition and Regulatory Reform; and

h.
undertake capacity building programs to assist economies in implementing the “APEC Principles to Enhance Competition and Regulatory Reform”.  

The current CAP relating to competition policy can be found in the Competition Policy Collective Action Plan


	Korea’s Approach to Competition Policy in 2006

Since its introduction of Monopoly Regulation and Fair Trade Act (MRFTA), the KFTC has established and revised competition laws and regulations, responding to changes in market such as globalisation and digitisation and made efforts to secure effectiveness of competition policy.  

In order to promote competition, curb concentration of economic power and protect consumers and small and medium-sized enterprises (SMEs), the KFTC has enacted and enforced competition and consumer protection policies and carried out investigations and ordered corrective measures in case of violation based on its 9 Acts including the MRFTA, Fair Labelling and Advertising Act.  

KFTC believes that upgrading the country’s economic system is essential in helping the Korean economy join the advanced market economies and maximize consumer welfare. Under this recognition, it has been focusing on establishing free and fair competition in the market through refinement of the Monopoly Regulation and Fair Trade Act and other competition laws, enhancement of effectiveness in its law enforcement, dissemination of competition principles, facilitation of cooperation between large companies and SMEs(Small-and-Medium sized Enterprises), and achievement of consumer sovereignty.


	Korea’s Approach to Competition Policy in 2006

	Section
	Improvements Implemented Since Last IAP
	Current Competition Policies / Arrangements
	Further Improvements Planned

	General Policy Framework


	Refinement of law/regulations to implement 3-year Market Reform Roadmap. 

· 27 tasks in the three major areas have been pursued such as reform of business groups’ ownership & management structure, enhancing transparency in corporate management, and facilitating competition in the market. 

Strengthening law enforcement against anti-competitive behaviors.

· Through investigations into cartels in the consumer goods industry closely connected to the daily lives of the public and the intermediate goods industry with huge impact on the competitive edge of companies.
· Strict law enforcement against abuse of market dominance by large foreign companies.
· Strengthening economic analyses  on potentially anti-competitive large-scale M&As.
Dissemination of Competition Culture.
· In 2005 alone, KFTC agreed upon either eliminating or reforming 51 anti-competitive government regulations such as price control and entry barrier.

· KFTC started implementing “Business Review” in December 2004. Since then, as of the end of 2005, a total of 38 requests have been made for the review, and among them, 35 were processed.

· In Jun 2005, large-scale retailers with exemplary practices in implementing Compliance Program were exempted from KFTC’s ex-officio investigations. 

· A CP implementation evaluation model is currently under development for reasonable and objective assessment of companies’ performance in running the program.

Establishing fair business practices between large companies and SMEs.
Protection of consumers’ right to choice and expeditious remedy for consumer damage.
	Adoption of advanced institutions to ensure fair business practices.
· Policies to upgrade the nation’s economy after 3-year Market Reform Roadmap.
· Establishing and facilitating voluntary regulation by market.
· Enhancing case handling process and building work capacity.
· Strengthening international cooperation.
Promoting competition in the market.
· Strengthening monitoring on cartels.
· Deterring Monopoly & Oligopoly through efficient M&A review.
· Correction of abuse of market dominance by monopolistic & oligopolistic enterprises.
· Identification and correction of unfair business practice in fields close to daily lives of the public.
· Improving anticompetitive regulation.
Establishing fair business practice between large and small-and-medium sized enterprises(SMEs).
· Creating an environment where large and small-and-medium sized businesses are encouraged to further their cooperation.
· Enhancing transparency and fairness in subcontract transaction.
· Enhancing fairness in franchise transaction and distribution market.
Enhancing consumer sovereignty.
· Paradigm shift in implementation of consumer policies.
· Provision and distribution of information essential to consumers.
· Strengthening consumers’ capacity to exercise consumer sovereignty.
· Effective prevention of and relief for damage to consumer.

	Based on the discussions by the Taskforce for Advancing the Market Economy, a new set of policies and tasks that KFTC needs to pursue down the road will be established. They will be finalized at the end of this year so that KFTC can reflect them in an amendment to the MRFTA in 2007.

· Chaebol Policy Working Group is reviewing legal frameworks on holding company and also what has been achieved from the ceiling on the total amount of shareholding in other domestic companies.
· Competition Law & Policy Working Group is made up of seven divisions: Divisions of abuse of dominance & unfair business practice, M&As, and cartel look at substantive aspects of  competition laws and policies while divisions of private enforcement, law enforcement measures, case handling procedures, and investigation review procedural aspects of them.

To enhance the public’s understanding of and satisfaction with the regulatory reform, KFTC will continue to identify and reform anti-competitive regulations from the perspectives of companies and individuals subject to the regulations. 

· As of now, KFTC completed its survey on  16000 companies, 400 consumer groups, civic groups, 600 certified professionals (including legal, tax, and accounting professionals) to see their demand for the government’s regulatory reform. KFTC is planning to review the results of the survey and items found to be reasonable will be adopted by KFTC in its future regulatory reforms.

Intellectual property rights and the so-called convergence services between telecommunications and broadcasting will be newly subject to the Commission’s competition law enforcement.

Lastly, KFTC is planning to build a comprehensive legal framework to develop and enforce consumer policies. 

	Reviews of Competition Policies and/or Laws


	The revised MRFTA entered into force on  Apr. 1, 2005.

· The ceiling on surcharge against cartel was increased from 5  to 10 % of the relevant turnover.

· Large-scale companies have to report their M&As through share acquisition  to KFTC prior to the completion of the deal.

· Legal frameworks on holding companies have been made up for their deficiencies and the obligation to publicly announce critical information was strengthened.

· The introduction of monetary reward for those who report one for the following 5 types of competition law violations: cartel, prohibited behaviors on business associations, unfair intra-group transactions, unfair business practices by large-scale distributors, and violation of the notification on Types of and Criteria for  Unfair Business Practices and Abuse of Market-Dominant Position Relating to Newspaper Business.
Improvements to Leniency Program 

Revision to the guideline on reviews of abuse of market dominance

‘Measures to Reform Unfair Transactions between large companies and SMEs’ were established. 

To protect the respondents’ defense rights, the commission is considering allowing respondents to review and copy the evidential materials collected by the Commission. Aside from this, it is considering adopting the following practices:

(1) Allowing the respondents and case handlers/examiners to dispute each other’s evidence and claims sufficiently through written statements before going to the Commission’s court for deliberation. This will be helpful for the two sides to clearly settle concerned facts, contentious issues, and counterparts’ claims.

(2) Allowing the Committee to have deliberation as many times as necessary - instead of   just once – to help the Committee make a right decision and also to offer the respondents with sufficient opportunity to defend themselves.


	The KFTC enacts and enforces competition and consumer protection policies and investigations and orders corrective measures on the ground of the following 9 acts:

· Monopoly Regulation and Fair Trade Act

· Fair Subcontract Act

· Adhesion Contract Regulation Act

· Fair Labeling and Advertising Act

· Omnibus Cartel Repeal Act

· Door-to-Door Sales Act

· Installment Transaction Act

· Fair Franchise Transaction Act

· Consumer Protection Act on Electronic Transaction

To establish free and fair competition in the market, KFTC is in the process of upgrading the MRFTA and other competition laws, the basic rules for the market economy of Korea, and successfully completing the Three-Year Roadmap for Market Reform.  


	KFTC is considering taking measures to strengthen public enforcement with a view to enhancing effectiveness of public enforcement. Meanwhile, it is also considering measures to make private enforcement more efficient than before to  make up for the limitation of public enforcement in handling competition cases.

KFTC will make efforts to disseminate competition principles across the once regulated industries that are  currently being deregulated such as broadcasting, telecommunications, energy, health care, medical, education, and other service industries.

	Competition Institutions (Including Enforcement Agencies)

	KFTC had the organizational restructuring that replaced the previous Bureau and Division structure with Headquarters and Team structure as the latter provides the commission with more advantages than the former in achieving its goals. 

The previous multi-level, hierarchical structure was replaced with performance, efficiency, and responsibility-oriented horizontal structure. 

Seoul Regional Office was set up to handle competition cases identified through complaints filed with the Commission. 


	The KFTC is an independent agency within the executive branch of Korean Government.  The KFTC is responsible for establishing competition policy and monitoring market to ensure market function properly.

KFTC is made up of the Commission and the Secretariat.

· The Commission is composed of Chairman, Vice-Chairman, 3 standing commissioners and 4 non-standing commissioners.

· The Secretariat is made up of 4 Headquarters (Headquarters for Planning & Public Relations, Competition Policy, Consumer Policy, and Competition Law & Policy Enforcement), 2 Bureaus (Cartel Bureau and Business Cooperation Bureau), 33 teams, 3 Offices (Office of General Counsel, Public information Officer, and Audit & Inspection Office), and KFTC Customer Service Center. 

5 regional offices are run in Seoul, Busan, Kwangju, Daejun and Daegu to promote competition culture nationwide.

	KFTC is planning to set up “Korea Fair Trade Promotion Agency” to support effective enforcement of competition policies.



	Measures to Deal with Horizontal Restraints


	The ceiling on surcharge against cartel was increased from 5  to 10 % of the relevant turnover.

Leniency program  was reformed to provide a 100 % surcharge reduction automatically to the company that reports cartel to the Commission. Previously, the  company was eligible for up to a 75% of reduction.

 The amount of monetary reward for cartel confessors was increased from 100 million Won to 1 billion Won.

In 2005 alone, a total of 28 cartel cases including cartel among local telephone call service providers’ cartel and cartel of credit card charges were subject to KFTC’s corrective measures and a surcharge of 215.9 billion Won.
	Cartel Bureau was created to effectively respond to international cartels and to enhance the Commission’s cartel investigation and market monitoring capacity. 

KFTC will continue to explore measures to refine Leniency program with a view to enhancing deterrence against cartel.

BRIAS(Bid Rigging Indicator Analysis System) was set up. This is an electronic system that automatically collects bidding information from contract-issuing organizations to identify signs of bid rigging. 

To root out international cartels, KFTC has been strengthening its cooperation with competition authorities abroad. 


	The Commission is considering revising some of the requirements to presume the existence of cartel.  Aside from this, refining the current legal provisions on authorizing specific types of cartel is under consideration.
KFTC will consider introducing criminal punishment against respondents’ obstruction of investigation and search & seizure power.

The Commission will continue its education programs and public campaigns to transform the current environment that is rather favorable for formation of cartel into competition-friendly one. 

Efforts will be made to enhance the capacity of case handlers in utilizing information technology and collecting evidence in electronic forms. 

	Measures to Deal with Vertical Restraints


	Guidelines on Reviews on Unfair Business Practices was enacted to have a set of clear, definite criteria for reviews on unfair business practices defined in Article 23 of the MRFTA. 

· ‘The concern to undermine fair transactions’ is stipulated as one of the conditions for a certain behavior to be in violation of competition laws. The guidelines define the concern as either being anti-competitive or being unfair and provide definitions for each of them. 

· 24 types of behaviors in violation of competition laws are divided into two groups: one is the group of behaviors to be reviewed for anti-competitiveness, while the other is the group to be reviewed for unfairness.

· As for the former, companies with a market share of less than 10% are considered to fall under Safe Harbor with no possibility of underming fair business practices in the market and consequently exempted from the Commission’s reviews.


	Most vertical constraints are regulated against by Article 23(Prohibition of Unfair Business Practices) and Article 29(Restrictions on Resale Price Maintenance) of the MRFTA.

“Rule of reason” is applied to most of the behaviors subject to Article 23, but, the rule of “per se illegal” is applied to discriminatory treatment to favor affiliates or collective refusal to deal.

Regulation of vertical agreements based on competition principles may conflict with other policy interests. To solve this problem within the legal framework, provisions that expressly exclude the application of the MRFTA are stipulated in the Act (Article 58) and other statutes.
	


	Measures to Deal with Abuse of Dominant

Position


	KFTC decided to impose corrective measures and surcharge on Microsoft for reducing consumer welfare through its bundling of Windows Media Service, Windows Media Player, and Windows Messenger with Windows Server OS and PC OS.

	There is provision (Article 4) for presuming market dominant companies on the basis of market share, but market share is not used to presume the illegality. 

· More specifically, (i) when one enterprise holds fifty percent (50%) or more share of the market, or (ii) three or fewer enterprises collectively hold seventy-five percent (75%) or more of the market, it is presumed that they (it) hold(s) market-dominant position.  
Behaviors constituting abuse of market dominance are divided into five groups: price abuse, output control, obstruction of competitors’ business, entry barrier, exclusion of competitors & undermining consumer welfare. 


	KFTC is currently reviewing incorporation of comprehensive examples of behaviors constituting abuse of market dominance, easing requirements for presumption of dominance, and increasing the ceiling on surcharge against abuse of dominance. 

	Measures to Deal with Mergers and Acquisitions


	Reviews on M&As concerned to create monopoly/oligopoly were strengthened in substantive aspects. Meanwhile, the Commission’s review on M&As was improved in its procedural aspects to lessen the burden on companies. 

· Large-scale companies (with assets or turnover of 2 trillion Won or more) have to report their M&As through share acquisition to KFTC prior to the completion of the deal. 

· As for complicated and anti-competitive M&As, the period for review was extended from 60 days to 90 days for the review to be thorough enough. 

· Among the parties to a business combination, if a party is a small company (with assets or turnover of less than 3 billion Won), then the combination is exempted from the obligation to report the deal to KFTC.
	The MRFTA defines five types of business consolidations which are subject to review by the competition authorities: (1) stock acquisitions, (2) business transfers, (3) mergers, (4) interlocking directorate in a large enterprise and (5) establishment of a joint venture.
Notification to KFTC on business consolidation is divided into ex ante report and ex post facto report. 

For efficient use of administrative resources and thorough reviews on business consolidations, business combinations that are almost free from chances of anti-competitiveness are placed under Safe Harbor. KFTC is required to complete reviews on these combinations within 15 days.

Economic Analysis Team was set up to reinforce the Commission’s capacity in economic analysis in M&A reviews. 
	Improvements to the threshold for notification of business consolidations, refining the Commission’s reviews regarding Joint Venture, and reasonable adjustment to fine for failing to comply with the notification obligation will be under consideration.



	Other Issues Addressed by Competition Policy


	Reform/refinement of policies on large business groups.
· The obligation of non-listed/non-registered companies belonging to large business groups to publicly announce corporate ownership and management structure and financial structure was strengthened.

· It was made easier for companies to convert into holding companies. 

· The scope of exercise of voting rights by financial companies belonging to large business groups was reduced. 

· Criteria for the so-called “graduation” from the ceiling on total amount of shareholding in other domestic companies were established. 

For fair business practices between large companies and SMEs(Small-and-Medium sized Enterprises).
· Fair Subcontract Transactions Act was revised to expand its coverage to service industries beyond construction and manufacturing industries.  

· A team was set up to receive complaints on unfair reduction of subcontract payment. 

· The number of companies to be interviewed in the written survey on subcontract transactions was increased from 40 thousand in 2004 to 50 thousand in 2005.

Protection of consumers’ rights to choice and expeditious remedy for consumer damage

· “My friend, Consumers”, a magazine providing news on consumer policies was launched. 

· A database was built to provide companies with information on multi-level sales schemes, door-to-door sales schemes, etc.

· Escrow was introduced to enhance safety in E-commerce. 

· Under the encouragement of KFTC Many companies adopted CCMS(Consumer Complaints Management System) where companies voluntarily remedy their customers’ damage. 
· Internet website (www.nospam.go.kr) was opened where consumers register their refusal to receive advertisements from merchants in the E-commerce industry. 
	With respect to large business groups, the MRFTA contains provisions on the ban on cross-shareholding and cross debt guarantee, the ceiling on total amount of shareholdings in other domestic companies, and restriction on the exercise of voting rights by financial/insurance companies belonging to large business groups.  

The MRFTA allows companies’ conversion into holding companies when they fulfill certain requirements.

Promotion of cooperation between large companies and SMEs.
· Creation of three major guidelines.
· Enactment/revision of the standard subcontract transactions contract form.
· Creation of cooperation networks to enforce KFTC’s competition policies efficiently.
Transparent and fair subcontract transactions practices.
· Improvements to current legal frameworks to strengthen sanctions against habitual offenders.
· Expansion of the written survey into subcontract transactions practices in the market and implementation of ex officio investigations.
Promotion of fair business practices in the area of franchise business and distribution.
· Operation of monitoring system on unfair business practices by large scale distributors.
Headquarters for Consumer Policy is made up of Consumer Policy Team, Consumer Information Team, E-Commerce Team, Direct Sales Team, and Contract Terms Policy Team. 

KFTC’s consumer policies are largely divided into four areas: reinforcement of consumer sovereignty, creation of competitive market environment, development of mechanisms for prevention and remedy of consumer damage, and enhancement of efficiency in consumer policy enforcement.


	The year 2006 is the last year for the Three-Year Roadmap for Market Reform created in 2003. This year, KFTC will evaluate the achievement of the roadmap over the past 3 years and review how to reform its policies on large business groups.

KFTC will look into a variety of subcontract transactions between large companies and SMEs to make analysis on their structural and behavioral problems. Based on the results, KFTC will positively consider overhauling its laws and regulations in this field within the bigger framework of the MRFTA.

The Commission will strengthen its employees’ investigative capacity, and Business Cooperation Bureau will pursue measures to work with Headquarters for Competition Law & Policy Enforcement in regulating unfair business practices.
The Commission will make efforts to enhance its employees’ investigative capacity and work with Headquarters for Competition Law & Policy Enforcement in its law enforcement against unfair business practices.

Lastly, the Commission will equip itself with mechanisms to pursue comprehensive consumer policies 

· As KFTC was newly endowed with the authority to support and monitor Korea Consumer Protection Board, the Commission will provide “one-stop-shop” services of sanctioning competition law violating companies and of remedying consumer damage.

· The Commission plans to set up a team to be exclusively in charge of promoting provision of information to consumer and pursuing policies for consumer protection.

· Law enforcement will be reinforced to prevent consumer damage in the Mobile Commerce, a new industry on the rise. 



	Co-operation Arrangements with other Member Economies


	Korea signed an FTA with Singapore and the FTA includes a separate chapter for competition issues. ( Aug. 4, 2005)

The KFTC signed the bilateral cooperation arrangement with Canada. (May. 4, 2006)
	KFTC signed a bilateral cooperation agreement with Australia, Mexico, and Canada, while signing an MOU with CIS countries. Negotiations are underway to complete a government-to-government cooperation agreement with the U.S..

The Korea-Chile FTA and the Korea-Singapore FTA contain a separate chapter respectively for competition issues. Korea is currently holding FTA negotiations with ASEAN, the U.S., Canada, Mexico, etc.

KFTC has held regular or annual competition policy consultation meetings with Japan, the U.S., Australia, Mexico, Russia, and China. 
	KFTC will continue to work with APEC’s member economies.

	Activities with other APEC Economies and in other International Fora


	The third ICN annual conference for 2004 and the November ICN Cartel Workshop for 2005 were held in Seoul.

The fourth Seoul International Competition Forum was held in Gyeongju in Sep, 2006.

The 11th International Workshop on Competition Policy was held back-to-back with the Seoul International Competition Forum.

KOICA training programs were extended to 8 CIS countries in April and to 12 developing countries in November 2005.

KFTC offered training programs on five occasions and held a workshop for 100 competition officials from 11 developing countries in Asia through the OECD Regional Competition Center.
	KFTC has been actively involving itself in the discussions on competition laws/polices at OECD, ICN, UNCTAD, and APEC.

· As a vice chair country for OECD Competition Committee, Korea is serving as a bureau member of the Committee.

· In 2006, OECD’s regulatory reform monitoring exercise for Korea is ongoing. 

· Korea is a member of the ICN Steering Groups and also serving as a chair for the Working Group on Competition Policy Implementation and the Membership Working Group.

KFTC has been extending technical assistance through the International Workshop on Competition Policy, education programs of KOICA (Korea International Cooperation Agency) and the OECD Regional Competition Center.
	The Commission will maintain its active participation in international organizations’ future talks on competition issues, and especially, technical assistance to Asian developing countries will be reinforced. 



	Collective Actions


	
	
	


	Improvements in Korea’s Approach to Competition Policy since 1996

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

	General Policy Position


	Establishment of the Fair Trade Order

· In order to guarantee "free and fair competition," the KFTC places its policy priority on preventing the abuse of a market-dominant position, prohibiting excessive concentration of economic power, and regulating undue collaborative activities and unfair business practices.
· To establish competitive structure in all industries, the Commission has been exerting efforts to abolish anti-competitive government regulations with respect to market entry, prices and business operations.
Enhancing Transparency of Policies.
· The contents of KFTC decisions and judgments on cases are disclosed in judicial precedence reports.
· In order to eradicate anti-competitive trade practices, the KFTC offers and reinforces programs that raise awareness of competition laws among entrepreneurs and consumers.
Strengthening International Cooperation.
· KFTC regularly holds annual competition policy meetings with the competition authorities of Japan, the United States, and other countries in which information is exchanged, and constant efforts are made to strengthen bilateral cooperation.
· KFTC also actively participates in discussions related to competition policy at APEC meetings and at meetings with such international organizations as the OECD and UNCTAD.

	Focused its efforts in preventing cartels and anti-competitive M&As and improving anti-competitive regulations while establishing and implementing Clean Market Project.
· Cartel: grants greater leniency to applicants of leniency program. In December 2002, the monetary reward for cartel confessors was introduced. 

· M&A: overseas M&A subject to notification.
· Competition Advocacy: revised anti-competitive provisions and launched regulatory reform in economic sector, exercising its prior consultation rights.
· Established and implemented Clean Market Project in 7 selected industries such as power generation and online shopping market in 2003 followed by the project in private education and IT in 2002.
· The Three-Year Roadmap for Market Reform was established to build transparent and fair market economy. (2003.12.30).
Carried out conglomerate initiative to curb the concentration of economic power and undue subsidiary transactions.
· enforced the ceiling on total amount of shareholdings in other domestic companies and the ban on cross shareholdings and cross debt guarantees.
· introduced the system of pre-investigation notice on subsidiary transaction inquiries and improved its regulations on a large-scale intra-group transactions.
· Since the financial crisis, legal provisions on holding company were adopted to reform corporate ownership and management structure and to facilitate corporate restructuring.

Launched targeted consumer group initiative and tightened its regulations on pyramid schemes to protect consumers better.
· implement targeted consumer group initiative under which 6 consumer groups in 8 industries are monitored to offer better protection.
· launch and improve “No-spam” site where individuals will register to reject unsolicited mails.
· establish a mutual aid association as a consumer compensation scheme against pyramid scheme. 

The KFTC 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.

The KFTC took advantage of extraterritorial application in ‘graphite cartel case’ in 2002 and ‘international vitamin case’ in 2003 and established foreign competition policy library, a database of competition policies of foreign competition authorities and international organizations. 



	Reviews of Competition Policies and/or Laws


	Since the introduction of its Monopoly Regulation and Fair Trade Act in 1980, the KFTC carried out revision five times until 1996.  The revision in 1996 was to build more competitive market and help enhance competitiveness of Korean companies and the country as well.  At the same time, the revision aimed at preventing the concentration of economic power that could occur with market liberalization and deregulation.  The revision occurred as the following:

· the KFTC was granted with greater pre-consultation rights to block and improve anti-competitive regulation and the coverage of its acts was extended (M&As between financial institutions and insurers are subject to pre-notification under the revised law).
· revised related regulations to strengthen enforcement power against unfair trade practices and concerted acts(introduction of leniency program).
· revised M&A regulation (regardless of the size of merging firms, M&As that are anti-competitive would be subject to M&A regulation.).
· revised related regulations to improve monopolistic and oligopolistic market structure and prevent concentration of economic power by conglomerate (imposed deadline for the reduction of cross-debt guarantees to conglomerate).

	The Omnibus Cartel Repeal Act was enacted in 1999, which led to the elimination and improvement of 20 cartels authorized under other statutes. The KFTC enacted and revised a number of Acts, Enforcement Decrees and Notification since 2001 to improve the effectiveness of competition policy responding to changes in the market.

· Enacted Consumer Protection Act on Electronic Transaction and Fair Franchise Transaction Act. 
· Revised Adhesion Contract Regulation Act, Door-to-Door Sales Act.  
· Since 2001, enacted and revised more than 47 Notification provisions including guideline to consumer redemption, M&A notification procedures and RPM range for copyrighted works.
To promote fair trade practices, the KFTC grants the benefits of penalty mitigation for companies complying with Compliance Program.

Contributed to facilitating international cooperation in competition policy by:
Organizing Seoul Competition Forum in 2002 and International Workshop on Competition Policy.
Launching an annual technical assistance program for developing countries, such as International Workshop on Competition Policy, KOICA training program, OECD regional center for competition.


	Competition Institutions (Including Enforcement Agencies)


	Legal and Institutional Mechanisms.
· In 1980, Korea established the Monopoly Regulation and Fair Trade Act (MRFTA) that provided the legal framework for its fair trade rules and regulations. 

· In 1981, the Korea Fair Trade Commission (KFTC) was established under the Economic Planning Board (EPB) as the administrative organization in charge of competition laws and policies.
· In 1994, the KFTC was separated from the EPB to become an independent, central administrative agency. In March 1996, the status of the Commission's chairman was elevated from the vice-ministerial level to the ministerial level, while the organization and its staff were enlarged. These structural changes enabled the Commission to more effectively enforce competition policies.

	A Comprehensive Consumer Website was set up (http://www.consumer.go.kr/), allowing for a one-stop search of consumer-related information that is scattered through various government agencies and consumer protection groups.
In April 1997, the Task Force on Deregulation was set up under the KFTC in order to pursue regulatory reforms in the economic field. After such a function was delegated to the Regulatory Reform Committee under the Office of the Prime Minister, the KFTC continued to put forth its opinions on anti-competitive regulations through prior consultations on the enactment /revision of legislation with other government ministers.

In April 1999, the Advisory Committee on Competition Policy went into operation. The Committee, which consists of 54 representatives from academia, research institutes and economic associations, provides advice and recommendations on major policy directions.

The KFTC established a mutual aid association as a consumer compensation scheme  to protect consumers from increasing direct sales such as door-to-door sales and pyramid schemes in Sept. 2002.

To prevent the violation of competition law by Korean companies in foreign jurisdiction and to respond to frequent extraterritorial applications, the KFTC has built a database of foreign competition law and policy, Foreign Competition Policy Library in June 2003.


	Measures to Deal with Horizontal Restraints


	Enforces Article 19 and 26 of the MRFTA to control cartels and anti-competitive practices. 
	Enacts and enforces Cartel Review Criteria that stipulates general principles on cartel review to improve consistency of review procedures.
The KFTC revised the MRFTA so that those who cooperate with authorities would be entitled to the mitigation of penalties.

The KFTC ordered corrective measures against the undue concerted behaviors in industries that heavily impact the general public, such as the credit card and mobile telecommunication industries.  Noticeably, the KFTC imposed the heaviest ever surcharge on the five major oil companies for bid rigging.

To facilitate the identification and detection of cartels, reward system for cartel informants was introduced.



	Measures to Deal with Vertical Restraints

	Enforces Article 23 and 29 of the MRFTA to regulate RPM activities, transaction based upon restrictive conditions and coercion of sales target.
	The KFTC assesses the illegality of non-price restrictions of dominant enterprises considering their potential anti-competitiveness under the law of reason.

The KFTC has considered all forms of vertical price restrictions(resale price maintenance) illegal per se.  However, under the amended MRFTA, as of 2001, the KFTC does not deem the acts of maintaining the highest price as illegal, if there is a justifiable reason.

Enacted and enforced, from Nov. 2002, Fair Franchise Transaction Act to regulate transaction based upon restrictive conditions against franchisee by franchiser.

Gradually reduce the RPM range for copyrighted works.



	Measures to Deal with Abuse of Dominant Position

	Enforces Article 3 of the MRFTA, curbing the abuse of dominant position.
· the following acts are considered as the abuse of market dominant position:

unreasonably fix, maintain or alter the price of a good or service fees ;
unreasonably control the sale of goods or the rendering of services ;
unreasonably interfere in  the entry of new competitors. 

Specify and notify firms abusing their market-dominant positions.
	Revised Criteria for assessing the abuse of market-dominant position to effectively address such abuse in essential facility management in financial services and telecommunication networks.
· define the essential facility, the types of denied and limited access and the justifiable reason for denial.
· the KFTC outlawed enterprises with essential facilities from abusing their market dominant positions, and added the acts of refusing, discontinuing and limiting access to their essential facilities to the list of types of market dominant position abuse.


	Measures to Deal with Mergers and Acquisitions


	Enforces the Article 7 that bans M&As which substantially lessens competition in a given area of trade.
· extend the coverage of Article 7.
· presume the M&A to be anticompetitive in case a conglomerate meeting certain requirements merges with SMEs.

	The KFTC slapped severe measures on anti-competitive business combination that might potentially lead to a monopolization of the market to the detriment of consumer interests.

The KFTC strictly applied the criteria for exemption from business combinations.  When a recovery is possible by court protection and receivership, it dose not recognize a efficiency-increase effect in cases of simple integration without resulting cost reduction.

Starting from July 2004, KFTC introduced the notification obligation where business combinations between foreign companies and Korean companies’ acquisition or merger of foreign companies should be reported to KFTC.


	Other Issues Addressed by Competition Policy


	Promoting Deregulation

· The KFTC will continuously make efforts to eliminate   anticompetitive elements in existing laws and regulations, and   work to prevent the introduction of new competition-restricting   laws and regulations through more intense pre-examination of newly established and revised laws.
Enforcing policies on large business groups to restrain excessive concentration of economic power.
Promoting fair business practices between large comapanies and SMEs

· KFTC regulates against unfair subcontract practices by companies with suprerior position in transactions  to help contract issuing companies and subcontractors do business on an equal footing and to prosper together.
Promoting consumer protection and consumer rights.

	In April 1997, the Task Force on Deregulation was set up under the KFTC in order to pursue regulatory reforms in the economic field. After such a function was delegated to the Regulatory Reform Committee under the Office of the Prime Minister, the KFTC continued to put forth its opinions on anti-competitive regulations through prior consultations on the enactment/revision of legislation with other government ministers.

With respect to large business groups, the MRFTA contains provisions on the ban on cross-shareholding and cross debt guarantee, the ceiling on total amount of shareholdings in other domestic companies, and restriction on the exercise of voting rights by financial/insurance companies belonging to large business groups.

KFTC has continuously expanded the written survey into subcontract transaction practices in the market, encouraged payment in cash, expanded incentives to prevent legal violations, and strengthened on-site investigations into companies habitually offending the subcontract transactions law and industries where the legal violation occurs frequently.  

KFTC has been working to move away the focus of its competition policies from protecting consumers toward achieving consumer sovereignty.

· The notification and guideline on major items for labeling and advertising have been continuously revised.

· KFTC has corrected unfair adhesion contracts and disseminated Standard Adhesion Contract in the financial service industry, travel industry, and others that are closely connected to the daily lives of consumers.

· A dispute settlement body for consumer damages in the door-to-door sales/multi-level sales schemes was set up.

	Co-operation Arrangements with other Member Economies


	The KFTC will constantly promote bilateral cooperation with Japan, the United States, and other APEC economies.

The KFTC will actively participate in the exchange of information with APEC members to enhance knowledge of competition policies.


	In Dec. 1999, the Memorandum on Cooperation was signed with Russian competition authorities. It stipulates the exchange of information and documents, organization of regular contacts, participation in training of specialists, symposia, etc.

The KFTC dispatched an official to the ACCC in order to carry out a comparative study of Korean and Australian laws and policy directions related to consumer protection and deregulation.  The KFTC concluded the bilateral cooperation arrangement with Australia (Sept. 2002).

The KFTC signed Letter of Intent as a pre-step for signing cooperation memorandum with transition economies including CIS countries (Nov. 2002)

The provisions on competition cooperation were included in the FTA with Chile. (Feb. 2003)



	Activities with other APEC Economies and in other International Fora


	In 1996, the KFTC plans to offer a training program on international competition policies to competition authorities of developing nations who have little experience in enforcing competition laws or to authorities of those nations where competition laws have not yet been introduced, and to continue such efforts depending on the outcome of the program.


	Since 1996, the Korea Fair Trade Commission has been hosting workshops, attended by many public officials every year, on competition policy in order to facilitate common understanding on competition issues and enhance cooperation among competition agencies of developing countries.

The Seoul Competition Forum was first held in 2001.

Since 2002, the forum has been held at every second year. 

Since 2002, technical assistance has been extended to developing countries through KOICA.

· The programs usually last for 2 weeks, and they are extended usually twice every year. 

In April 2004, KFTC and the OECD set up the OECD Regional Competition Center. 

· The center is responsible for providing education programs, researches, and consulting services on competition policies and conducting for non-OECD member countries in Asia.

KFTC held the third ICN annual conference in Seoul in April 2004.
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