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SECRET SECTION 01 OF 03 SEOUL 05252 
E. 0 . 12065 : XDS-3 05 / 24 / 02 (CLE VELAND , PAUL M. ) OR - M 
TAGS : PI NT, PINR, EFIN , ECON , KS 
SUBJECT : POLITIC AL IMP L IC AT I ONS OF THE CURB MARKET SCANDAL 
REF : (A) SEOUL 4988 (BJ SEOUL 5 1 29 CC) SEOUL 5033 

CD ) SEOU L 5180 

1 . CS - EN T IRE TE XT) . 

2 . S UMMARY: PRESIDENT CHUN HAS TA KEN A NUMBER OF 
POL ITIC AL STEPS THAT SHOUL D ENA BLE HI M TO WE AT HER THE 
IMMEDI AT E STORM OF THE CURB MA RKET SC AN DAL . BUT THE 
SC AND AL WILL HAVE LO NGER TERM IMPLIC ATIONS I N TERMS OF 
GOVERNMENT EF FECTIVENESS AND CREDIBILIT Y. POTENTIAL 
DIFFICULTIES OR DANGERS COULD INCLUDE LABOR UNREST , STU­
DENT UNREST AND A GENERAL LOSS OF GOVERNMENT' S MORAL 
AUTHORITY WITH THE POPULACE . ANY OF THESE COULD PRECIP­
ITATE A CYCLE OF CONFRONTATION , OVER-RE ACTION AND REPRES­
SION THAT COULD BE DIFFICULT TO STOP. CHUN RETAINS ARMY 
BACKING, PERHAPS BECAUSE THE MILITARY SEES NO ATTRACTIVE 

MESSAGE (CONTINUED) : 

ALTERNATIVE . BUT THE POSSIBILITY EXISTS OF SERIOUS PUBLIC 
DISORDER , EVEN LEADING IN THE WORST CASE TO A SITUATION 
THAT COULD THREATEN THE REGIME . END S UMMARY. 

3. THE INI T IAL PHASE OF THE CURB MAR KET SCANDAL , WH I CH 
ONE TV COMMENTATOR ACCURATEL Y DESCRIBED AS " THE WORST 
SCANDAL IN KOREA SINCE THE DAYS OF S YNGMAN RHEE " (M-R : YI 
SUNG-MAN) IS DRAWING TO A CLOSE. THE GOVERNMENT HAS TAKEN 
A SERIES OF TACTICAL STEPS--A CABINET RESHUFFLE , REPLACE­
MENT OF THE GOVERNMENT PARTY LEADERSHIP , APPARENT RESIG­
NATION OF ALL RELATIVES OF THE PRESIDENT AND HIS WIFE FROM 
OFFICIAL POSITIONS , AND RELEASE OF THE PROSECUTOR ' S 
REPORT--WHICH IT CLEARLY HOPES WILL LAY THE MATTER TO REST . 
ITHE STEPS TAKEN ARE DESCRIBED IN REF D. J WE BELIEVE THEY 

WILL BE SUCCESSFUL IN THE SHORT RUN. THE PURPOSE OF THIS 
MESS AGE IS TO ASSESS THE LONGER RANGE POLITICAL IMPLICA-

-s-ECRET 
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TIONS OF THE SCANDAL, PARTICULARLY ITS LIKELY EFFECT ON THE 
STABILITY AND EFFECTIVENESS OF THE CHUN (M-R: CHON TU-HWAN) 
GOVERNMENT. 

4. AS WE HAVE POINTED OUT IN THE REFERENCE TELEGRAMS , THE 
CURB MARKET SCANDAL WHICH HAS DOMINA TED THE MEDI A, THE 
NATIONAL ASSEMBLY AND EVERY COCKTAIL PARTY CONVERSATION IN 
SEOUL FOR THE PAST TEN DAYS , HAS HAD OBVIOUS POLITICAL 
IMPLICATIONS FROM THE BEGINNING. THE IMPLICATIONS OF THE 
SCANDAL INCLUDE : (lj QUESTIONS ABOUT THE GOVERNMENT'S 
ABILITY TO MANAGE EFFECTIVELY THE COUNTRY'S AFFAIRS, SPECI­
FICALLY ITS OFFICIAL AND UNOFFICIAL MONEY MARKETS; ~) 
PUBLIC DISGUST WITH WHAT MANY BELIEVE TO BE AN EXCESSIVELY 
CRUDE AND GREEDY WAY OF FINANCING THE GOVERNMENT PARTY; 
AND (3) SERIOUS DAMAGE TO THE CREDIBILITY OF A GOVERNMENT 
WHICH EMPHASIZES ANTI-CORRUPTION AND PREACHES FRUGALITY , 
WHILE CONDONING OR ALLOWING APPARENT NEPOTISM AND INFLUENCE 
PEDDLING ON A GRAND SCALE. 

5. THE GOVERNMENT ' S RESPONSE TO THE FIRST CONCERN--INEPT 
FINANCIAL MANAGEMENT--IS NECESSARILY LARGELY TECHNICAL. 
THE RISKS AND OUTLOOK FOR MANAGING THE PROBLEM OF PROVIDING 
AN ADEQUATE SUBSTITUTE FOR THE TEMPORARILY MORIBUND CURB 
MARKET ARE D"I SCUSSED IN REF B. THE SECOND AND THI RD 
CONCERNS--CRUDE POLITICAL FINANCING AND LOSS OF CREDIBILITY 
--ARE STRICTLY POLITICAL IN NATURE, AND THEY ARE THE 
CONCERNS WHICH THE SERIES OF STEPS LISTED IN PARAGRAPH 2 
WERE DESIGNED TO ADDRESS. 

MESSAGE (CONTINUED) : 

6. RUMORS BEGAN EARLY IN THE SCANDAL IMPLYING THAT THE 
SCAM WAS USED IN PART TO FINANCE GOVERNMENT PARTY OPERA­
TIONS THROUGH THE LEADERSHIP OF THE DEMOCRATIC JUSTICE 
PART Y, SPECIFICALLY SECRETAR Y-GENER AL KWUN JONG DAL (M-R : 
KWON CHONG-TAL) . BOTH INTELLIGENCE REPORTS AND COMMENTS 
BY POLITICAL OBSERVERS IN A POSITION TO KNOW TEND TO CON­
FIRM KWUN ' S CULPABILITY. THE GOVERNMENT HAS APPARENTLY 
CONCLUDED , HOWE VER , THAT TO IMPLICATE KWUN OVERTLY WOULD 
DO IT MORE HARM THAN GOOD . ON THE ONE HAND IT WOULD DEMON­
STRATE THAT EVEN HIGH LEVEL , TRUSTED LIEUTENANTS OF THE 
PRESIDENT ARE NOT EXEMPT FROM DISCIPLINARY ACTION . BUT IT 
WOULD AT THE SAME TIME CLEARLY ACKNOWLEDGE THAT THE PARTY 
WAS RECEIVING FUNDS THROUGH THE CURB MARKET SCAM. THUS A 
COMPROMISE SOLUTION WAS REACHED : THE PROSECUTOR ' S REPORT 
SPECIFICALLY EXONERATES KWUN, BUT HE AND THREE OTHER PARTY 
LEADERS HAVE RESIGNED THEIR POSTS . WE HAVE SEEN NO REASON 
TO SUSPECT THE OTHER THREE OF IMPROPER BEHAVIOR , AND IT 
SEEMS LIKELY THAT THEIR RESIGNATIONS ARE INTENDED AS PRO­
TECTIVE COLORATION FOR THE REMOVAL OF KWUN. 

SEOUL 5252 DTG: 2410422 MAY 82 PSN: 041451 
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7 . THAT LEAVES THE THIRD AND OVERRIDINGLY IMPORTANT 
CONCERN--GOVERNMENT CREDIBILITY . HERE TOO THE GOVERNMENT ' S 
TACTICAL RESPONSE HAS BEEN MAINLY IN THE FORM OF PERSONNEL 
CHANGES. THE LIST OF THOSE PUNISHED INCLUDES THE PRESI­
DENTS OF THE TWO MAJOR BANKS INVOLVED IN THE SCANDAL , SOME 
MONEY LENDERS AND SOME MIDDLE LEVEL BUREAUCRATS. THE MAJOR 
CABINET CHANGES ANNOUNCED ON MAY 21 SEEM ONLY TANGENTIALLY 
RELATED TO THE SCANDAL. NONE OF THE MINISTERS WHO MIGHT 
LOGICALLY BE HELD RESPONSIBLE FOR A FIN ANCIAL MARKET 
SCANDAL--THE FINANCE MINISTER , THE DEPUTY PRIME MINISTER 
AND THE PRIME MINISTER--WAS AFFECTED. THIS FACT HAS 
ALREADY PROMPTED SPECULATION THAT THE CABINET SHIFT, WHICH 
INCLUDES SEVERAL SURPRISING CHANGES , WAS DESIGNED AT LEAST 
IN PART TO DIVERT PUBLIC ATTENTION FROM THE SCANDAL . 
FINALLY , THE PRESIDENT HAS DEALT STRONGLY WITH THE ISSUE 
OF NEPOTISM, OR AT LEAST WITH THE LIKELIHOOD OF FUTURE 
MANIFESTATIONS OF IT. HIS WIFE'S UNCLE HAS BEEN ARRESTED, 
HIS FATHER-IN-LAW HAS RESIGNED HIS POSITION AS CHAIRMAN OF 

MESSAGE ~ONTINUEDj 

THE ASSOCIATION OF AGED PERSONS, AND HIS BROTHER HAS 
OFFERED HIS RESIGNATION AS THE HEAD OF THE NEW VILLAGE 
MOVEMENT (WE HAVE NOT YET CONFIRMED THAT THIS RESIGNATION 
WAS ACCEPTEDj THERE ARE NO LONGER RELATIVES IN HIGH 
PL ACES . 

8 . THE GOVERNMENT SEEMS TO BE BETTING THAT THE STEPS IT 
HAS TAKEN WILL LIMIT DAMAGE TO THE GOVERNMENT WHILE AT THE 
SAME TIME PR OVIDING ADEQUATE SATISFACTION TO THOSE DEMAND­
ING DRASTIC REMEDIAL ACTION . IN OUR VIEW, THE STEPS TAKEN 
ARE BOLD AND -IMAGINATIVE, AND WILL FORESTALL ANY SHORT 
TERM THREAT TO THE GOVERNMENT . THE STOPGAP MEASURES TAKEN 
SO FAR HAVE BOUGHT TIME IN WHICH A MORE PERMANENT S OLUTION 
TO THE FINANCIAL PROBLEMS OF THE CURB MARKET CAN BE SOUGHT ; 
THE WILLINGNESS TO REMOVE IMPORTANT AND TRUSTED PARTY 
LIEUTENANTS, EVEN WITHOUT ACKNOWLEDGING THEIR GUILT , WILL 

3 
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PROBABLY SERVE TO BLUNT ANGER OVER PARTY FINANCING; AND 
CLEARING OUT OF THE RELATIVES AND THE WHOLESALE CABINET 
SHIFT WILL GIVE THE IMPRESSION, AT LEAST FOR THE TIME 
BEING, OF A NEW BEGINNING. 

9 . BUT THE GOVERNMENT HAS BEEN SERIOUSLY DAMAGED. IT WILL 
FACE DIFFICULTIES AND PERHAPS DANGERS WITH THE POTENTIAL , 
IN COMBINATION IF NOT SINGLY, FOR DESTABILIZING OR EVEN 
TOPPLING IT. ONE JOURNALIST IS REPORTED 

SAYING, " THERE IS NO HOPE THAT IT (THE ROKGl CAN 
RECOVER AND SOMEHOW GAIN A DECENT REPUTATION. THE 
DEVASTATING CONSEQUENCE OF THE CURB MARKET SCANDAL IS NOT 
THAT IT PROVOKES A REVOLUTION BUT THAT IT DESTROYS THE 
CONFIDENCE OF THE PEOPLE AND KILLS HOPE FOR THE FUTURE . " 
WE AGREE ON THE BASIS OF DEVELOPMENTS TO DATE THAT THE 
LIKELIHOOD OF AN IMMEDIATE REVOLT IS RELATIVELY LOW. 
HOWEVER , EVIDENCE OF FURTHER SCANDAL OR ANOTHER UNTOWARD 
EVENT OR FAILURE MIGHT HAVE A LESS HAPPY ENDING . SOME 
PROBLEMS AND AREAS OF POTENTIAL TROUBLE ARE: 

A. LABOR UNREST - FAILURE TD COA X THE CURB MARKET 
BACK INTO OPERATION, OR TO ADEQUATELY SUBSTITUTE FOR IT, 
COULD BRING ABOUT BANKRUPTCIES, WITH A CONSEQUENT INCREASE 
IN UNEMPLOYMENT. A DRAMATIC INCREASE IN THE UNEMPLOYED 
COULD LEAD TO LABOR UNREST . LABOR AC TIONS AT TROUBLED 

' ILSHIN STEEL ON MAY 15 AND 17 WERE THE LARGEST IN THE PAST 
TWO YEARS , AND THEIR IMPLICATIONS ARE SURELY NOT LOST ON 
THE GOVERNMENT. WORKERS WILL EXPECT THE GOVERNMENT TO ACT 
TO PREVENT BANKRUPTCIES. THIS CONCERN MAY ACCOUNT FOR THE 

MESSAGE (CONTI NUEDl : 

UNUSUAL STEP OF NAMING A FORMER STEVEDORE WITH A GRADE 
SCHOOL EDUCATION TO THE POST OF MINISTER OF LABOR. 

8 . STUDENT UNREST - HERETOFORE THE CHUN GOVERNMENT 
HAS BEEN ABLE TD CONTAIN STUDENT DEMO NSTRATIONS. THE 
GOVERNMENT SEEMS WELL AWARE THAT IN THE PAST STUDENTS HAVE 
OFTEN SERVED AS THE SP ARK TO IGNITE DR Y TINDER IN OTHER 
ELEMENTS OF THE SOCIETY . THE SUCCESS IN CONTAINING DEMON­
STRATIONS HAS BEEN THE RESULT IN PART OF HEAVY ON-CAMPUS 
SECURITY MEASURES AND STUDENT FEELING THAT THE COST / 
BENEFITS OF DEMONSTRATING ARE LOW, AND IN PART ON AN 
ABSENCE OF CAMPUS ISSUES THAT WOULD EVO KE SYMPATHY OR 
SUPPORT FROM THE GENERAL POPULATION. WE DETECT ND BIG 
SHIFT IN THE STUDENTS ' INCLINATION TO DEMONSTRATE AS YET . 
BUT THAT MOOD COULD CHANGE QUICKLY . UNIVERSITY OFFICIALS 
ARE CLEARLY WORRIED . SHOULD STUDENTS MANAGE TD MOUNT 
SIGNIFICANT DEMONSTRATIONS OVER THE CURB MARKET SCANDAL , 
DUR READINGS OF THE PUBLIC MOOD LEAVE ND DOUBT THAT THEY 
WOULD ENJOY WIDESPREAD PUBLIC SYMPATHY . WHETHER SUCH 
SYMPATHY WOULD BE TRANSLATED INTO OVERT SUPPORT IS IMPOSSI ­
BLE TO PREDICT, BUT THE DANGER THAT THIS COULD HAPPEN 
SEEMS GREATER OVER THIS ISSUE THAN OVER ANY WHICH HAS 

SEOUL 5252 DTG : 2410422 MAY 82 PSN: 041461 
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SECRET SECTION 03 OF 03 SEOUL 0S252 
ARISEN SINCE THE KWANGJU INCIDENT OF MAY 1980 . 

C. THE CONSENT OF THE GOVERNED - IN DISCUSSING AN 
AUTHORITARIA N GOVERNMENT, IT IS EAS Y TO L OSE SIGHT OF THE 
FACT TH AT MOST GOVERNMENT CO NTROL OVER THE SOCIET Y IS 
EXERCISED THROUGH THE MOR AL AUTHORITY THAT NATURALLY FLOWS 
FROM GOVERNMENTS , NOT THROUGH FORCE . THIS IS THE POINT AT 
ISSUE IN THE GOVERNMENT ' S LOSS OF CREDIBILIT Y WITH THE 
PEOPLE AS A RESULT OF THIS SCANDAL . WE ARE HEARING A 
SURPRISING AND UNACCUSTOMED WILLINGNESS ON THE PART OF ALL 
SORTS OF KOREANS, INCLUDING SENIOR MILIT ARY MEN , AS 
GENERAL WIC KHAM' S COMPANION MESSAGE DESCRIBES , TO BE 
CRITICAL AND CYNICAL ABOUT THE CHUN GO VERNMENT . SUCH 
CRITICISM COULD GROW AND THEREBY ERODE THE WILLINENESS OF 
THE PEOPLE TO ACCEPT THE AUTHORITY OF THIS GOVERNMENT , SHOULD 
FURTHER CRISES OCCUR WITH REPRESSIVE ACTION BY THE GOVERNMENT . 

10 . AN Y OF THE THREE DANGERS DESCRIBED IN THE PREVIOUS 
PARAGRAPH COULD PRECIPITATE A SITUATION IN WHICH THE 
GOVERNMENT , ALREADY ON THE DEFENSIVE AND FEARING A RARE 

MESSAGE (CONTINUEDJ: 

COALESCENCE OF ITS OPPONENTS, COULD BE LED INTO A CYCLE 
OF OVER-REACTION , REPRESSION AND NEW PUBLIC CHALLENGES TO 
ITS AUTHORITY. SUCH A CYCLE COULD BE SPARKED BY DEFIANT 
ACTION BY THE POLITICAL OPPOSITION, WORKERS , STUDENTS, 
CHRISTIAN DISSIDENTS OR EVEN THE PRESS. SUCH A CYCLE, 
ONCE INAUGURATED, COULD PROVE DIFFICULT TO STOP. 

11. WE REMAIN CONVINCED THAT NO ONE CAN TAKE POWER , 
RETAIN POWER OR EVEN VOLUNTARILY RE L INQUISH POWER IN KOREA 
WITHOUT THE ACQUIESCENCE OF THE MILITARY LEADERSHIP. AND 
ON THIS SCORE CHUN STILL SEEMS TO BE AHEAD DESPITE 
PRELIMINARY CREDENCE OF CRITICISM FROM SOME HIGH LEVEL 
OFFICERS. PERHAPS BECAUSE THE MILITAR Y LEADERS REMAIN 
BASICALLY LOYAL TO PRESIDENT CHUN AND FEAR THE ALTERNATIVE 
MORE THAN THE PRESENT SITUATION, THEY SHOW NO SIGNS OF 
WITHDRAWING THEIR SUPPORT FROM THE GOVERNMENT . AS LONG AS 

SECREf-
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THIS SUPPORT IS FORTHCOMING , CHUN WILL REMAIN IN POWER. 
BU T BARRI NG A DRAMATIC AND CONVINCING FRES H S T ART , THE CHU N 
GOVERNMENT COULD SLIDE OR BE FORCED INTO T HE KIND OF 
REPRESSIVE CYCLE DESCRIBED IN PARAGRAPH 10 . I N THE WORST 
CASE--AND WE ARE NOT THERE YET--THIS COULD LEAD TO SUCH SERIOUS 
PUBLIC DISORDER TH AT THE MILITARY WOULD INTERVENE TO REMOVE CHUN 
FROM PO WER BEFORE THE EXPIRATION OF HIS TERM IN 1988. WAL KER 

SEOUL 5252 DTG : 2410422 MAY 8 2 PS N: 0 4 14 7 2 
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MESSAGE: 

IMME DI ATE 
OE RUEHUL #6347 1720847 

0 21083lZ JUN 82 

FH AMEMBASSY SEOUL 

10 SECSTATE 1/ASHOC IMMEDIATE 0705 
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LO. 12065: GOS 6/21/88 (CLEVELAND, PAUL M.) OR-M 
TAGS: OVIP (LEE, BUM SUK), KS 

SU BJECT: FOR EIGN MINISTER ' S TRIP TO U.S. 

REF: STATE 167551 

1....,.e<rnREIGN MINISTER BUM SUK LH (M-R: YI POM-SOK) 
INFORMED DCM JUNE 21 THAT HE HAD OB TAINED PRESIDENT 
CHUN ' S APPROVAL FOR HIS TR IP TO THE U.S . JUNE 27 TO 

JULY J AND THAT HE 1/0ULD BE PLEASED TO CALL ON SECRE· 

TARY AT 3: 30 P. M. JUNE 29 (REFTEll. 

2. ~EE PLANS TO BE IN 1/ASHINGTON FROM MONQAY, 

JUNE 28, THROUGH 1/EONESDAY, JUNE 30. IN ADDITION TO 
SECRETARY, HE 1/0ULD ALSO APPRECIATE DEPARTMENT 

ARRANGING FOR APPOINT MENT S DURING HIS STAY 111TH VICE 
PRES IDENT BUSH , TREASURY SECRETARY REGAN, DEFENSE 

SECRETARY 1/EINBERGER, DIRECTOR CASEY, 0MB DIRECTOR 
STOCKMAN, AND 1/ILLIAM CLARK, ASSISTANT TO THE PRE SI DENT 
FOR NATIONAL SECURITY AFFAIRS . 

3 . .ief' °FOREIGN MINISTER TOLD DCM THAT HE HAD DISCUSSED 

POSSIBILITY Of CAL L ON VICE PRESIDENT \/HEN LATTER 

VISITED SEOUL. PURPOSE or CALL ON TREASURY SE CRETARY 
REGAN IS TO DISCUSS GENERAL ECONOMIC PICTURE IN U.S. 

ANO FOREIGN MILITARY SALES (FMS). CALL ON 0MB DIRE CTOR 

STOCKMAN IS ALS O TO DISCUSS GENERAL QUESTIONS REGARDING 

MESSAGE (CONT I NU EO) : 

USG BUDGET ANO ECONOMY . THESE LATTER TWO REQUESTS ARE 

SOMEWHAT UN USUAL BUT MANIFEST KOREA'S INCREASING CONCERN 
ABOUT ITS OWN ECONOM IC SITUATION ANO PROSPECTS FOR U.S. 
ECONOMY . 

4. )8{MOFA AMERICAN AFFAIRS DIRECT OR GENERAL HAS 
INQU IRED SEPARATELY ABOUT POSSIB I LITY Of DEPUTY SECRE­
TARY ST OE SSEL HAVING A LUNCHEON FOR THE FOREIGN MINISTER. 

CONFIDENT I AL 

5. ✓i1N ADDITION TO ABOVE , LEE I S ALSO PLANNING TO PAY 
CALLS ON THE Hill ON SENATORS BAKER, PERCY, ANO HAYAKAIIA, 
Pl US CONGRESSMEN O' NE Ill, ZABLOCKI, ANO SOLARZ. AS \IE 
UNDE RSTAND IT , KOREAN EMBASSY IN 1/ASHINGTON IS BEING 
REQUESTED TO AliRANGE LATTER APPOINTMENTS, BUT EA/K \/Ill 
OBVIOUSLY WAN T TO COORDINAT E SCHEDUL ES. 

6. ,t( IIOULO A0 PRECIATE AS MUCH ADVICE AS POSSIBLE AS TO 

1/HICH OF ABOVE ARRANGE~ENlS CAN BE HADE BY MORNING OF 
SATURDAY, JUNE 26, Al LATEST. 

7. JU) FOLL O\IING IS TEXT OF ANNOUNCEMENT OF VISIT MADE 

TOIJAY BY HOF A: 
QUOTE MIN ISTER Of FOREIGN AFFAIRS BUM SUK LEE \/Ill VISIT 

1/ASHINGT ON FR OM JUNE 28 TO 30", 1982, AT THE INVITATI ON 

Of SECRETARY Of STATE ALEXANDER HAIG, JR . DURING TH E 
VISIT MIN IST ER LEE Will HOLD A MEETING 111TH SECRETARY 

HAIG ON JUNE 29 AND EXCHANGE VIE\IS ON A 1/IOE RANGE OF 
INTERNATIONAL SUBJECTS AND MATTERS Of MUTUAL CONCERN. 
END QUOTE WALKER 

DECLASSlflED 
NLRR fob-dlf rt 3~fr/JJ 
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NATIONAL SECURITY COUNCIL 

WASHINGTON , D .C . 20506 

- 4631 

0 D. 

MEMORANDUM OF CONVERSATION 

SUBJECT: 

PARTICIPANTS: 

DATE, TIME 
AND PLACE: 

Breakfast Meeting with Korean Foreign Minister 
Lee Bum Suk 

Donald Gregg, NSC Senior Staff Member 

Korean Foreign Minister Lee Burn Suk 

July 2, 1982 
7:45-9:10 a.rn., Madison Hotel 

Foreign Minister Lee invited me to breakfast and we met privately 
at the Madison Hotel. He made the following key points: 

-- Expressed general satisfaction with his visit to Washington. 
He hopes very much for increased FMS allocations but recognizes 
that he cannot expect to receive Korea's stated goal of $500 
million per year. 

-- Asked me to pass on to the Vice President the fact that he 
had "read the Vice President loud and clear on the human rights 
question." He said he would pass the message to President Chun, 
that Chun would keep working on the problem and that we should not 
press too hard. 

-- Lee plans to shape a less defensive foreign policy for 
Korea. He said too much time, effort and money had been spent 
in trying to contain North Korea's influence. "I don't give a 
damn how many embassies they open," Lee said. He stressed that 
Korea would speak more positively of itself and not worry as much 
about North Korea. 

-- Lee was very interested in my impressions of the Chinese 
leadership and wants very much to move forward with cross recog­
nition. He is moderately encouraged by both Soviet and PRC 
attitudes toward Korea. There is an open USSR-ROK channel in 
Washington, and in the near future a Korean Airlines board of 
directors member will accept an invitation from Peking to discuss 
overflight procedures. (The man will enter via Hong Kong and 
will not carry a Korean passport.) 

-- Lee stated that Vietnam has invited representatives of 
two of Korea's largest business corporations to visit Hanoi. 
They will do so shortly to discuss importation of Vietnamese 
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coal. Lee gave no other details but was pleased at this develop­
ment. 

Lee feels Kim Sang Hyup will make a good Prime Minister. 
He said that Kim had shown "guts" in turning down President Chun 
twice, before finally accepting. 

-- He was less optimistic about Mr. Hahm as Blue House 
Secretary General and former Foreign Minister Lho at NSP. He 
feels Hahm will be too weak to control Her Hwua Pyung at the 
Blue House, and that Lho is too much of a "yes man" to function 
effectively as Korea's intelligence chief. He also expected 
rivalry to erupt between the two Lhos at NSP and at the Home 
Ministry. 

-- Lee was not optimistic that he could settle the 
Japanese aid question to Chun's full satisfaction, and referred 
to this as his "first major hurdle." I commented that Japanese 
reaction to him had already been positive, and he said he was 
glad to hear that. 

COMMENT: Lee seemed much happier as Foreign Minister than when 
I had last seen him as Blue House Secretary General. He is some­
what worried that publicity he is receiving in the press may make 
others jealous of him. I urged him to continue his tough and 
outspoken approach to life and that all his friends welcomed the 
fact that he now has such a key position. My own feeling is that 
as long as Lee remains Foreign Minister we can be somewhat 
assured that President Chun wants something better than yes men 
around him. I would take Lee's removal from the Foreign Ministry 
as a dangerous indication that Chun has drifted toward overly 
centralized control. 

cc: John Holdridge 
Assistant Secretary for East Asian and Pacific Affairs 
Department of State 

Adm. Daniel J. Murphy 
Chief of Staff 
Office of the Vice President 

David Gries 
National Intelligence Officer for East Asia 
Central Intelligence Agency 
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DISTRIBUTION: REPT /001 

\/HTS ASSIGNED DISTRIBUTION: 

SIT: 1/HLR JP VP SIT EOB 

E OB: 

\IHSR COMMENT: NOD IS 

MESSAGE AMNOTAT IONS: 

NO MESSAGE ANNOTATIONS 

MESSAGE: 

IMMEDIATE 

DE RUEHUL s.7600 203»857 

0 22ll!5 lZ JUL 82 ZFF - 4 

FM kHrnmsY SEOUL 

TO SECSTm ~ASHDC IMMEDIATE 1234 

µ-rrf T SEOUL 07600 

MODI S 

FOR ASSISTANT SECRETARIES HOLDRIDGE 
AND A6Rl:l1S FROM AHBASSP.DOR WALKER 

DTG: 228B51Z JUL 82 PSN: 021471 

TOR: 208/221 n 

E.0. 12!i55: RDS-2 £7/22/fi2 (\IP.LKER, RICHARD l.) OR-H 

TAGS: Fl NR PI NS SHUM KS US 

SUBJECT: TORTURE IN PUSAI! ARSON CASE 

REF: 

7339 

7544 

1. ,,,-l5 - ENTIRE TEXT) 

2. REFERENCE A REPORTED THE ROKG'S INTENTION TO PROVIDE 
A RESPONSE TO MY REPRESENT AT I OMS ON TORTURE IN THE PUSAN 
ARSON CASE (REF Cl BY JULY 24. REF B DETAILS A DRAFT 

ROKG RESP ONSE PREPARED BY THE AGENCY FOR NATIONAL SECURITY 
PL ANN ING (NSP). WHILE THE GOVERNMENT'S ACTUAL RESPONSE 

MAY DIFFER SIGNIFICANTLY F ROH THE NSP DRAFT, I BEL IE VE IT 
IS 1/ISE FOR US TO CONSIDER ON A CONTINGENCY BASIS HO\/ I 

\/Ill RESPOND SHOULD THE ARGUMENTS IN THE NSP DRAFT BE PUT 

F ORV.ARD. 

3. THE NS? DRAFT IS DISTURBING. ITS DENI Al THAT TORTURE 
TOOK PLhCE IN THIS CASE IS NOT SURPRISING. BUT THE ATTEMPT 
TO DEFLECT ATTENTION FROM THE TORTURE ISSUE, AIW FOCUS 

MESSAGE (CONT I NUED): 

INSTEAD ON THE BROADER QUESTION Of AN ALLEGED RELIGIOUS 
CONSPIRlGY AG .qlNST THE GOVERNMENT, IS DIS'1U I ETING. I HAVE 
COME 10 BELIEVE THAT THE GOVERNMENT'S TALK OF P. CONSPIRACY 
BY RELi GI DUS GROUPS IS NOT MERE PROPAGAN~A OR POSTURING, 
BUT RATHER REFLECTS THE DISTORTED VIEi/ Of FORCES ACTIVE IN 
KOREA HELD. BY IMPORTANT LEADERS, INCLUDING THE PRESIDENT . 
THE GGVERNMENT · MAY HOPE THAT 1/E \/Ill EITHER BACK 001/N ON 
OUR ASSErt TION THAT TORTURE TOOK PLACE, OR BUY INTO THE 
CCNSP IRiCY THEORY. \IE SHOUL O DO NEITHER . 

4. I 111.NTED TO DEFUSE ·THE GOVERNMENT ' S VI El/ T~AT OUR 
REPREtOTATIOIJS RESULTED FROM A LOBBYING EFFORT IN THE 
U.S. EY KOREAN DISSIDENTS, AND EMBASSY SEOUL'S EXCESSIVE 
RESPOkSJVENESS TO KOREAN' CHRISTIANS. THEREFORE I HAD 
THE \IORr PASSED INFORMALL·Y TO RESPONSIBLE OFFICIALS THAT 
TH[ REPJE-5,NTATIONS I MADE ORIGINATED WITH ME ANO GREIi 

OUT Of HY UNDERSTANDING Of HY RESPONSIBILITY TO RESPOND 

TO HUMAN RIGHTS VIOLATIONS Of WHICH I BECOME Al/ARE. I 
HAVE HAD BROUGHT TO THE ATTENTION Of THE SAHE OFFICIALS 

THE STATEMENT OF AN OFFICIAL BELIEVED TO BE AN NSP 

OFFICER THAT IN FACT THE ARSON CASE DEFENDANTS \/ERE 
BEATEN ACCORDING TO STANDARD PROCEDURES (REF OJ . 

5. ASSUMING THAT THE ARGUMENTS IN THE tm DRAFT PREVAIL 

IN THE INTP.A-ROKG DELIBERATIONS, \/HEN I AM CALLED IN TD 

HEAR FROM FOREIGN MINISTER LEE (H-R: YI POM-SOKl THE 

GOVERNMENT'S Off ICIAL RESPONSE I PROPOSE TO: 

(Al AVOID STERILE ARGUMENT ABOUT WHETHER TORTURE TOOK 

PLACE. RATHER I \/Ill UNDERTAKE TO REPORT LEE'S RESPONSE, 

1/HATEVER IT HAY BE, TO 1/P.SHINGTON; 
(Bi OFFER TO LEE THE ADDITIONAL TESTIMONY !REF OJ, 

GARNERED SINCE OUR l~.ST CONVERSATION, THAT TORTURE INDEED 

TOOK PLACE IN THIS CASE; 
IC) POINT OUT TO LEE THAT THE DECISION TO PROPOSE A 

OEHARCHE ON THIS SUBJECT ORIGINATED 111TH HE, WITHOUT ANY 

INPUT FROM GROUPS THAT HIGHT HAVE BEEN THE TARGET OF A 

LOBBYING EFFORT BY KOREAN CHRISTIAN DISSIDENTS; 

(0) KEEP THE DISCUSSION ON THE SUBJECT Of TORTURE. 

THIS IS \/HAT \/Ill INTEREST THOSE IN THE UNITED STATES, 

FRIENDS ANO FOES OF KOREA ALIKE, \/HO \/Ill INEVITABLY AT 

SOME POINT ORA\/ RESPONSIBLE u. s. Off ICIALS 11no A DISCUS­
SION Of THIS QUESTION. THERE IS NO POINT IN DISCUSSING 

THE ALLEGED EXISTENCE Of A CHRISTIAN CONSPIRACY AGAINST 
THE GOVERNMENT IN KOREA. ' 

MESSAGE (CON T I NUEO): 

6. I \IOULO APPRECIATE RECEIVING BY COB JULY 23 SEOUL 

TI HE THE DEPARTMENT'S RESPONSE TO TH IS PROPOSED APPROACH. 

\/Al KER 

SE DUL 7 6Bfl OTG: 22•851! JUL 82 PSN: IJ21471 
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SIT: WHLR JP VP SIT EOB 
EOB: 
WHSR COMMENT: NOOIS 

MESSAGE ANNOTATIONS: 

NO MESSAGE ANNOTATIONS 

MESSAGE: 

IMMEDIATE 
DE RUEHC #4141 21132347 
0 23233JZ JUL 82 ZFF4 
FM SECSTATE WASH DC 

TO AMEMBASSY SE OUL IMMEDIATE 1123 

s/.E T STATE 2114141 
NOD IS 

DTG: 232337Z JUL 82 PSN : 02147 4 
TOR: 2118/2219Z 

E.O. 12065: RDS-2 7/27,/02 (HOLDRIDGE, JOHN H.) 
TAGS: PINR, PINS, SHU~, KS, US 
SUBJECT: TORTURE IN RUSAN ARSON CASE 
FOR AMBASSADOR FROM A~SISTANT SECRETARIES HOLDRIDGE 
AND ABRAMS 

REF : SEOUL 7600 

1. / ENTIRE TE XT. 

2. WE AGREE WITH YOUR VIEW THAT WE SHOULD NEITHER 
BACK AWAY FROM OUR ASSERTION THAT TORTURE HAS IN FACT 
TAKEN PLACE, NOR ACCEPT ROKG ARGUMENTS CONCERNING A 
RELIGIOUS CONSPIRACY, AND BELIEVE YOUR PROPOSED 
RESPONSE IS GENERALLY ON THE MARK. SEVERAL 
ADDITIONAL TH OUGH TS OCCUR TO US, WHICH WE RECOMMEND 
THAT YOU USE IN SHAPING YOUR PRESENTATION. 

3. WE ARE SOMEWHAT CONCERNED THAT WE MAY BE 
APPROACHING THE LIMIT OF WHAT THE TRAFFIC WILL BEAR 
IN THIS PARTICULAR INSTANCE, AND HAVING MADE OUR POINT 
UNMISTAKABLY BOTH IN SEOUL AND HERE, WILL WISH TO 

MESSAGE (CONT I NUED) : 

AVOID FURTHER RAISING TENSIONS OR FEEDING BLUE HOUSE 

SUSPIC IO NS AS TO OUR MOTIVES. WE THEREFORE AGREE 
THAT YOU SH OU LD AVOID BEING DRAWN INTO ARGUMENTS 
ABOUT WHETHER THE TORTURE TOOK PLACE. WE ARE ALREADY 
FIRMLY ON RECORD ON THIS . IN THIS CONNECTION, WE 
LEAVE IT TO YOUR DISCRETION AS TO WHETHER IT WOULD BE 
US EFUL TO PRESENT TO LEE THE ADDITIONAL EVIDENCE 
CITED IN SE OU L 7544. 

4. WHILE YOU ARE QUITE RIGHT TO MAKE THE POINT THAT 
OUR DEMARCHES ON THIS SU BJECT WERE NOT PROMPTED BY 
ANY LOBBYING EFFORT ON THE PART OF HUMAN RIGHTS 
ACTIVISTS, IT WOULD ALSO BE APPROPRIATE TO UNDERSCORE 
THAT YOUR INITIAL REPRE SENTATION , AND OUR S HERE, 
REFLECTED A DEEPLY HELO CONCERN ON THE PART OF THE 

ENTIRE UNITED STATES GOVERNMENT ABOUT THE USE OF 
TORTURE ANO THE POTENTIAL IMPLICATIONS OF THIS 
INCIDENT FOR OUR OVERALL RELATIONS WITH KOREA. 

5. IF THE FOREIGN MINISTER IN FACT EMPHASllES THE 
DANGER OF A CHRISTIAN CONSPIRACY, WE AGREE THAT YOU 
SHOULD TELL HIM THAT THIS IS, IN ESSENCE, BESIDE THE 
POINT . BEYOND THAT, IT MIGHT BE WELL TO REITERATE 
CONCERN WE HAVE PREVIOUSLY EXPRESSED TO ROKG 
OFFICIALS THAT ROKG TACTICS TOWARD CHRISTIAN 
ACTIVISTS, AS EXEMPLIFIED IN THE PUSAN TRIAL, RISK 
CREATING UNNECESSARILY A SERIOUS PROBLEM FOR THE 
GOVERNMENT. 

6. FINALLY, WE WOULD RECOMMEND THAT YOU MAKE CLER 
AT THE OUTSET OF YOUR PRESENTATION, AS WE HAVE HERE, 
THAT IN EXP RESSING OUR VIEWS FORCEFULLY ON THIS 
IMPORTANT ISSUE WE ARE SPEAKING IN THE CONTEXT OF OUR 
CLOSE FRIENDSHIP ; OUR INTENTION IS NOT TO CAUSE 
PROBLEMS FOR THE ROKG OR IN ANY WAY TO SUGGEST AN 
ATTENUATION OF OUR TIES OF FR IENDSHI P OR OUR 
SUP PORT. YOU SHOULD EMPHASIZE THAT IT IS OUR CONCERN 
FOR THE PRESERVATION OF STABILITY IN KOREA ANO THE 
MAINTENANCE OF OUR CLOSE TIES WITH THE ROKG THAT HAS 
PROMPTED THIS FRANK, ANO TOTALLY PRIVATE, APPROACH . STOESSEL 

END OF MESSAGE FOOTER 
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FOR ASSISTANT SECRETARIES HOLDRIDGE 
AND ABRAMS FROM AMBASSADOR IIALKER 

OTG: 27091122 JUL 82 PSN : 1121476 
TOR: 2118/2220Z 

E.O. 12065: RDS-2 07/27/112 (\IALKER, RICHARD L.) OR-M 

TAGS: PINR PINS SHUM KS US 

SUBJECT: TORTURE IN THE PUSAN ARSON CASE 

REF: SEOUL 7739 

1. ATIRE TEXT! 

2. AS FORESHADOIIED REFTEL, MOFA ' S DIRECTOR GENERAL FOR 
IIESTERN HEMISPHERE AFFAIRS KIM SUK KYU (M-R: KIM SOK-KYU) 
CALLED I N POLCOUNS JULY 27 TO PROVIDE A FORMAL RESPONSE 

TO THE AMBASSADOR ' S JULY 16 REPRESENTATION TO THE FOREIGN 
MINISTER ON TORTURE IN THE PUSAN ARSON CASE. 

3. KIM MADE THE FOLLO\IING POINTS. THE ROKG HAS CONDUCTED 

A THOROUGH INVESTIGATION OF THE TORTURE ALLEGATIONS. THE 
INVESTIGATION I/AS NOT LAUNCHED BECAUSE THE USG EXPRESSED 

CONCERN, BUT BECAUSE THE ROKG ALSO OPPOSES TORTURE. KIM 

MET Ill TH REPRESENTATIVES FROM THE NSP, THE PROSECUTOR ' S 

OFF ICE AND THE KOREAN NATIONAL POL ICE , ANO ASKED EACH TO 
I NVESTIGATE THE ALLEGATIONS \IITHIN HIS 01/N AGENCY. EACH 
FILED A NEGATIVE REPORT. IN DOING SO THE AGENCIES HAD 

NOTED THAT TORTURE IS AN UNSCIENTIFIC METHOD OF INVESTIGA­
TION, ANO OF LITTLE USE. 

MESSAGE (CONT I NUEO): 

4. KIM PROV I OED A COPY OF A REPORT, PREPARED BY THE NSP, 
SUMMARIZING THE FINDINGS OF All THE AGENCIES. IT CLAIMS 
THAT THERE 1/0ULD HAVE BEEN NO REA SON FOR TORTURE IN THIS 
CASE, EVEN IF TORTURE \/ERE CONDONED BY THE ROKG, BECAUSE 
THE DEFENDANTS READILY CONFESSED . THEY SHOIIED NO PHYSICAL 

SIGNS OF BEING TORTURED, THEY DID NOT COMPLAIN OF TORTURE 
TO THEIR PR I SON VISITORS, INCLUDING FAMI LY AND PASTORS, 
AND THEY LOOKED VERY HEALTHY DURI NG THE RE-ENACTMENT OF 
THEIR CR I ME AT THE PUSAN CULTURAL CEN TER . (\IE I/ILL SEND 
AN INFORMAL EMBASSY TRANSLATION OF THE REPORT SEPTEL. ) IN 
CONCLUSION, KIM SAID THAT IN RE SPONSE TO THE AMBAS SADOR ' S 
REQUEST , THE U. S. CONCERN IN THIS MATTER I/AS BROUGHT TO 
THE ATTENTION OF THE BLUE HOUSE !KIM SEEMS UNCERTAIN 
WHETHER THE PRESIDENT HIMSELF HAS BEEN I NFORMED) . HE 
ADDED THAT SINCE THE ROKG OPPOSES THE USE OF TORTURE, AND 

SINCE THIS IS A CONSISTENT POLICY THAT I/Ill BE MAINTA I NED, 

THE USG CAN BE ASSURED THAT THE DEFENDANTS I/Ill NOT BE 
MISTREATED. 

S. POLCOUNS EXPLAINED THAT IN EXPRESSING OUR CONCERN WE 

SPOKE OUT OF FRIENDSHIP; THIS PRIVATE APPROACH CAME FROM 
OUR CONCERN FOR THE PRESERVATION OF STABILITY IN KOREA AND 

OF CLOSE U.S . -KOREA TIES . HE EXPRESSED APPRECIATION FOR 
THE FULL REPORT, ANO UNDERTOOK TO TRANSMIT IT TO WASHINGTON 
IMMEDIATELY. HE CONCLUDED BY SAYING THAT I/HEN USG OFFI-

CIALS ARE CALLED UPON TO DISCUSS TH IS ISSUE WITH CONCERNED 
INDIVIDUALS IN THE U. S., IT I/ILL BE OF GREAT VALUE TO BE 
ABLE TO REPRESENT ACCURATELY THE ROKG'S RESPONSE TO THE 
TORTURE ALLEGATIONS. WALKER 
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SUBJECT : TORTURE IN THE PUS AN AR SON CASE 
REF : SEOUL 7800 

I. ,......-rNT IRE TEXTl 

2. FOLLOIIING IS AN I NFORMAL EMBASS Y TRANSLATION OF THE 

REPORT REFERRED TO IN PARAGRAPH 4 OF THE REFERENCE TELEGRAM. 
BEG IN TEXT: 

SUMMARY: IN RESPONSE TO YOUR VISIT Of JULY 17, DURING 
1/HICH YOU INQUIRED AS TO IIHETHER THE INVESTIGATIVE AUTHOR­

ITIES HAD TORTURED THE PUSAN ACC DEFENDANTS, THIS MINISTRY 

COOPERATED 111TH THE POL ICE , THE PROSECUTOR, AND THE AGENCY 
FOR NAT I ONAL SE CUR I TY PL ANN I NG IN CONDUCT I NG AN INTENSE 
INVESTIGATION TO DETERMINE WHETHER ACTS OF TORTURE WERE 

COMMITTED. THE FOLLO\IING ARE THE RESULTS OF OUR JULY 16 -
JULY 21 INVESTIGATION. END SUMMARY . 

RESULTS Of INVESTIGATION 
A. SITUATION: 

THE ARSON AT THE AMER I CAN CUL TUR AL CENTER IN PUSAN 
OCCURRED ON nARCH 18, 1982 AND RE SUL TED IN THE DEATH OF 

ONE PERSON AND THE INJURY OF THREE OTHERS . 

HE SSAGE (CONT I NUEO) : 

THE CHIEF OFF ENDER, MUN PU-SIK (M-R), AND 15 OTHERS 
\/ERE ARRESTED AND INVEST IGA TED BETWEEN MARCH 30 AND· APRIL 5. 

BETWEEN APRIL 10 AND APRIL 20 THE Y \/ERE TU RNED OVER TO 
THE PRO SECUTOR 'S OFFICE. IF IF TEEN \/ERE ARRESTED; _ONE \/AS 
NOT ARRE STEO. ) 

THEY \/ERE INDI CTED ON APRIL 29 , 
B. POL I CE : 

EI GHT PEOPLE, INCL UDI NG YI Ml-OK IH-R) 121 , SOP HOMORE 
AT KOSH IN THEOLOG I CAL SEMINARY), \/ERE ARR ESTED BY THE 

POLICE IN PUSAN ON MARCH 3~ 1982. THEY CO NFE SS ED AND 
SUPPLIED A LI ST Of NAMES OF THE CHIEF CULPRITS . 

SINCE EV I DENCE IGASOL INE CAN, MIMEOGRAPH MACHINE, 
SED I TI OUS LITER ATURE, ETC. ) USED BY MUN PU- SIK ANO KIM 
HYON-CHANG 01-R) IN THE COMMI SSI ON Of THE CRIME \/AS ALREAD Y 
IN POLI CE CUSTODY, THE Y READIL Y CONF ESS ED TO Al l OF THE IR 
CRI MINAL ACTS. ALS O, FOUR PROSE CUT OR S FROM THE PUBLIC 

SECURITY DIVISION, I NCLUDING KIM TU-SU (H-R), TOOK DIRECT 
CHARGE OF THE INVESTIGATION. IN SHORT, THERE \/AS NO REASON 
TO USE TORTURE OR OTHER CRUEL ACTIONS. 

FROM THE ARREST Of THE CRIMINALS BETIIEEN MARCH 30 AND 
APRIL 2, 1982 UNTIL THE FIFTH SESSION Of THE TRIAL ON 
JULY 12, THE DEFENDANTS CONT INUOUSLY MET 111TH FAMILY, 
FRIENDS, AND RELIGIOUS FIGURES , NO DEFENDANT CLAIMED TO 
HAVE SUFFERED TORTURE . 

THE DEFENDANTS RE-ENACTED THE CRIME IN THE PRESENCE OF 
CITIZENS AND SHOWED NO EVIDENJ;E OF DISCOMFORT . THEY 
APPEARED TO BE AS HEALTHY AS THEY \/ERE BEFORE THEIR ARREST. 

(A VIDEO RECORDING OF THE Rf - ENACTMENT IS IN THE FILES.) 

ON APRIL 23, 1982, INVESTIGATORS FROM THE HEADQUARTERS 
OF THE KOREAN NATIONAL POtlCE \/ENT TO PUSAN PR I SON TO 

INVESTIGATE THE SOURCE OF MONEY KIM HONG-CHANG USED TO 
FLEE. KIM THANKED THE INVESTIGATORS " FOR TREATING ME 
HUMANELY DURING THE INVESTIGATION AT THE KOREAN NATIONAL 
POLICE HEADQUARTERS." 

IN ALL THE ABOVE, THERE \/AS NE VER A TRACE OF TORTURE. 
C. AGENCY FOR NAT I ONAL SE CUR I TY Pl ANN I NG : 

HUN PU-SIK AND KIM UN-SUK (H-R) TURNED TH EMSELVES IN 
AND \/ERE INTERROGATED FOR TWENTY HOURS FROM 4: 08 P. M. 
APRIL 1 TO 12:50 P.H. APRIL 2. 

KIM HYAN-CHANG \/AS INTERROGATED FOR CIVE HOURS. THE 
SUSPECT TURNED HIMSELF IN AND CONFESSED TO THE FACTS OF 

THE CRIME. FAR FROM BEATING HIM, THE INVEST I GATORS DID NOT 
EVEN USE STRONG LANGUAGE. 

D. PROSECUTOR: 

END Of MESSAGE FOOTER 
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IMMED IATELY AFTER THE DEFENDANTS I/ERE ARRESTED, FROM 
MARCH 3ll TO APRIL 9 FOUR PROSECUTORS FROM THE PUBLIC 
SECURITY DIVISION OF THE PUSAN DISTRICT PROSECUTOR ' S OFFICE 
\/ENT DAIL Y TO OBSERVE THE POLICE INTERROGATION OF THE 
DEFENDANTS. THEY ALSO INTERVIEIIEO THE DEFENDANTS . 

AFTER THE DEFENDANTS \/ERE TURNE D OVER TO THE PROSECU­
TION ON APRIL 10, ALL OF THE DEFENDANTS TESTIFIED ON THEIR 
01/N ACCORD. THERE I/AS NO SIGN THAT THEY HAD BEEN TORTURED 
BY THE POL I CE. 

THE FOLLOWING FIFTEEN DEFENDANTS I/ERE ARRESTED, TURNED 
OVER TO THE PROSECUTION, ANO TAKEN TO PUSAN PR ISON ON THE 
DATES INDICATED: 

MUN PU -SIK ANO EIGHT OTHERS - APRIL 10 

KIit HYAN-CHANG AND FOUR OTHERS - APRIL IS 
YU SUNG-Y OL !M-R) - APRIL 20 

PRISON OFFICIALS GAVE THEIi PHYSICAL EXAMINATIONS TO DETER­
MINE WHETHER THEY \/ERE ILL OR HAVE ANY DIST INGUISHING 
FEATURES; APPENDECTOMY SCARS, BI RTHIIARKS, ETC., \/ERE 
RECORDED. THEY 010 NOT DISCOVER ANY TRACES OF TORTURE. 

NO 1/0UNDS THAT COULD HAVE BEEN CAUSED BY TORTURE \/ERE 
FOUND DUR ING MEDICAL DEPARTMENT CHIEF KIM KYANG-PAE'S (11-R) 
PHYSICAL EXAMINATIONS. ffiECOROS OF THE PHYSICAL EXAMINA-
TIONS ARE ON FILE.) 

CON CL US I ON 
OUR I NG THE COURSE OF THE INVESTIGATION OF THE CASE BY 

MESSAGE (CONT I NUED) : 

THE POL I CE, THE PROSECUTORS, ANO THE AGENCY FOR NAT I ONAL 
SECURITY PLANNING, ALL KINDS OF EVIDENCE USED IN THE PER­
PETRATION OF THE CRIME \/AS SECU RED . THE SUSPECTS HAD NO 
ALTERNATIVE BUT TO MAKE STRAIGHTFOR\IARO CONFESSIONS. ALSO, 
BECAUSE THE EVIDENCE \/AS ABSOLUTE, THERE \/AS NO NEE D TO 
FORCE A CONFESSION. THE INVESTIGATI ON \/AS, FROM FIRST TO 
LAST, SCIENTIFIC ANO BASED ON THE EVIDENCE. NO ACTS OF 
TORTURE I/ERE EVER COMMITTED. 
ENO TEXT. 

3. THE REPORT CONCLUDES 111TH DETAILED MEDICAL DATA ON EACH 
DEFENDANT. 1/ALKER 

SEOUL 7845 OTG: 280843Z JUL 82 PSN : 022888 
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i~ NARADATE o ft:1 / uJ' 
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SUBJ CT; "YOUNG PRIESTS" LETTER TO 

PRESID NT REAGAN ON CONTROL DATA KO EA 
REF: EOUL 7886 
1. ),-G-t' · □ JULY 26 F THER KIM SUNG-HWAN (M-R) OF DONGOAEMUN 
CATH LIC CHURCH GAVE US A "CONFIDENTIAL" ~ETTER TO PR SI­
DENT REAGAN CONCERNING CONTROL DATA K REA FROM THE ORGAN!~ 
ZATI N "K REAN PRIESTS FOR TIHE REALIZATION F JU TICE," A 
GR UP OF DISSlDE T PRI STS WHOSE LEADERS EM TO BE FATHER 
HA EnUNG (M•R). THE TEXT IS TRANSLATED IN PARAGRAPH 2 
BELOW; WE PLAN TO SEND A REPLY, OVER THE IGNATURE OF 
POLC UNS, ALONG THE LINES OF PARAGRAPH 3. 
2. t-e--rFOLLDWING IS A INFORMAL TRANSLATION OF THE SUBJECT 
LETTER. 
QUOTE: 

JULY 26, 1982 
DEAR PRESIDENT REAGAN; 

MAY GOD•S JUSTIC AND PEACE BE WITH YOU, THE AMERICAN 
PE PLE, AND THE AMERICAN GOVERNMENT. 

WE, THE KOREAN CATHOLIC PRIESTS FR THE REALIZATI N OF 
JU TICE, WOULD LIKE T INFORM YOU OF DUR PO ITION C NCERN" 
IN THE issue OF THE CLOSURE OF C NTR□ L DATA K □ R A (COK) 
TH T HAS STIRRED UP CONTROVERSY RECENTLY. WE DO TH SIN 
ACCO DANCE WITH TH SPIRIT OF THE P OT □ COL F TH SECOND 
VATICAN C UNCIL, WHICH STATES IN PAT: 

"THE LORD CREATED THE EART~ ANO ALL THINGS IN 
- IT FOR ALL PEOPLE AND ALL NATION TO U E. TH ERE ORE , 
- ALL THAT HE CREATED MUST BE DIST IBUT FAIRLY AND 
- P ENTIFUL~Y BAS D N JUSTICE, ACCOMPANIED BY LOVE." 

"EFFORTS MUST E MADE TO FIND P ACEFUL SOLUTI 
- WHEN ECONOMIC OR SOCIAL STRIFE OCCUR• INCERE 
- DIALOGUE BETWE N BOTH PARTIES MUST ALWAY BE ATT MP T D 
- FIRST, BUT IN TODAY 1S SITUATIO THE LABOR STRIKE IS A 
- L GITIMATE, THOUGH OF COURSE THE FINAL, STEP WORKERS 
- MAY TAKE TO SAFEGUARD THEIR OWN IGHTS AND T ACHIEVE 
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- THEIR DEMANDS." 

WE SUPPOSE THAT YO HAVE ALREADY REC IVE REPORTS AD 
AR WAR OF THE VEL □ PMENT OF THIS CA E, UT RECENTLY IN 
KOREA MULTl•NATI NAL u.s, CORPORATION, CONTROL DAT 
CC NTROL DATA, P. • OX □, MINNEAPOLIS, MN, 55440, U. , ,), 
HA CAUSED CONSIOERA LE CONTROVERSY BY IT UNJUST A TIONS 
IN THE PR CESS OF CLOSING ITS KOREAN FACT RY, A A RESULT, 
AT PRESENT PROTE TS AN SIT-INS av CONTR L DATA KOREA LABOR 
UNIONISTS CONTINUE, ANO MANY KOREAN INTELLECTUAL WHO LOVE 
DE OCRACY AND FRE DOM ARE VERY UP ET. WE PRI ST THINK 
TH TC NT OL DATA AND THE AMERICAN OVERNME T HAVE BEN 
UNFAlR ANO UNJUST IN THIS INCIDENT IN TH FOLLOWING WAYS: 
- --FIR T, ON JUNE 3, 1982, THE CK LA OR U IO N AND TWO 
EX C TIVE FROM THE HEADQUARTERS COMPANY ERE DI CU SING 
TH ISSUE OF THE ~INSTATEMENT OF IX WORKERS ILLE ALLY 
FI ED N MARCM l 1 1982. THE U,S, EMBA SY IN KO EA, HAVING 
RE EIVEO A TELEPHONE CALL FROM HEADQUARTERS COMPANY execu~ 
TIVE, Po TRAYED THIS AS A DETENTlO AND HOSTAG SITUATION 
AN CAUSED THE KOREA POLICE TD USE I DISCRIMINATE VI LENCE 
AG I ST THE WORK RS. WE THINK THIS IS A VEY REGRETTABLE 
ACT THAT HAS GREATLY ISAPPOINTED K REAN CHURCH FIGUR SAND 
INTELL CTUALS, 

--SECOND, ON JULY 7, 1982 THE U,S, DEPARTMENT OF TATE, 
IN R SPONSE TO AN IN UI Y FROM THE KOREAN EM BAS V lN 
WAHINGTON, RESPON ED THAT "THE COMPA Y HAO NO CHOICE BUT 
TO CLOSE DUE TO TH CONTINUI G LABO TRIFE CAUS D Y THE 
LEFTIST l,ABOR UNION." BY 1971, FIVE YEARS AFTER TH KOREAN 
FACT RY'S ESTABLISHMENT, CONTROL DATA HAO ALREADY EARNED 
SUCH TREMENDOUS EXCESSIVE P~□ FITS THAT IT RECOVERED ITS 
ORIGINAL lNVESTME T. AT THE SAME TIME, CONTROL DATA 
EN LAV D THE WOMEN W RKERS, WHO SUFFERED FRE UENT OCCUPA~ 
TI NAL ILLNESS S, WERE TREATED LIKE MACHINE V PR □ UCTI □N 
CONTROLS, RECEIVED LOW WAGES, WERE TH EATENE WITH LOS 0 
THEIR JOB, ANO WERE ILLEGALLY FIRED, WE C ID R THE U,S, 
ST TE DEPARTMENT'S REPLY THAT THESE WOMEN WORKE , WH WERE 

NY DOING THEIR UTMO T FOR THEIR ON RIGHT TO EXIST, WERE 
LEFTISTS IS A PROFOUND CHALLENGE TO THE WORKERS• RI HT TO 
EXIST, IT CHALLENGES THEIR BASIC RIGHTS, WHICH ARE CLEARLY 
ST TED IN THE u. , ANO KOREAN CONSTITUTI NS, AND IS A SHAME~ 
FUL BLUNDER WHICH IS CONTEMPTUOUS OF THE PIRIT OF THE U.N, 
HU AN RIGHTS DECLARATION. IN VIEW OF TH FACT THAT MANY OF 

T 
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L SECTION 02 F 03 SEOUL 07941 
TH UNION MEMBERS ATC KARE CATHOLIC, THE STAT DEPART­
MENT'S REPLY ABOUT "L FTISTS" IS NOT ONLY CLEARLY AN ACTION 
INTE DO TO DAMA ETHE KOREA CHURCH UT WHICH A SO CAUSE 
CO C RN IN THAT IT MY R PRESENT THE EAPPEA ANCE OF THE 
MC C RTHYISM OF THE l95o•s. 

~•THIRD, WE CANN T UT SUSPECT THAT THE HEAOQUA TER 
CO PANYtS UNILATER L N TIFICATION TO THE KOR AN GOV RM NT 

F ITS DECISION TO CLOE THE FACTORY WA AN ACT OF HO TIL• 
ITY AGAIN T THE U ION MEMBERS AND EVN HE KOREAN PEOPLE. 
we ALSO THINK IT I PS IBLE TO AVOI THE IMPRESS ON THAT 
TH COMPANY USED DEC ITFUL MEANS DU I G THAT PROCESS. 
HAVI G DECIDED IN AOVA CE TO CLOS THE PANT, TH COM ANY 
LO KEO THE FACTORY GAT SANO SUDDENLY MAD A OFFICIAL 
ANO NCEMENT OF TH CL SING IN ORDER TO VOI TH LABOR 
UN ON 1S RESISTANCE. TH COMPANY CA NOT VOID BEING C ITl­
CI ED FDR THIS UNF IR CT, THE COMPANY• DECISION TO CLOSE 
TH PLANT, MADE UNILAT RALLY WITH UT AS NGL WORD TO THE 
UNJON1 IS CLEARLY IN VIOLATION OF THE UNION CONTRAC ANO 
MU T BE CENSURED MORAL Y ANO POLITICALLY. 

~-FINALLY, W THINK THE BASIC PROBLEM INVOLVED I THE 
SITU TION OF CDK 1 S CLOSURE ARE DUE TO U.S. E TREPRENEURS' 
AR OGANCE TOWARD K REA WORKERS AD LAB RUNION, THE U.S, 
GOVERNMENT'S UNFRIEN LY PREJ DICE A AIN T THE W □ RKE 51 AND 
TH KOREAN GOV RNM NTIS HOSTILITY. TO TH APPROXlMAT LY 
30 ORKERS WHO L T THEIR MEANS F LIVELlHO OBY C KIS 
UNILATERAL OECISI N TO CLOSE, THE HEADQUARTERS COMPANY 
AN OUNCED IT WOULD OFF R COMPENSATION BY _IVING TWICE THE 
AM UT OF SPECIAL EVERANCE ALLOWANCE AO SEVERA NCE PAY 
RE UIR D BY KOREAN LAW. SUPERFICIALLY, THI APP ARS TO BE 
MUCH SETT R THAN THE KOREAN STAND RO, BUT IT IS NOTHI G 
MOE THAN AN AR GANT DECISI N BY THE EXTREMELY UNDEM CRA­
TIC MA AG MENT IN DI REGARD OF PR CEDURE FOR J NT 
AG EEM NT THROUGH NEG TIATIO WITH THE LAO UNI ON. WH N 
PRC DURE ARE UNF IR, TRUE JUSTICE ISL T. ULTlMAT LY, 
T EXCEPTIONALLY LARGE COMPENSATION IS BS ON THE lOEA 
TH T MONEY ALON CAN SOLVE EVERYTHI G1 C USING US TO EEL 
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THAT THE ETTLEMENT FFER STEM F OM CONT MPT FOR THE 
WORK RSI DIGNITY. THIS ACTION APPE R T O NY HUMANI YIS 
NOL, SPIRITUAL IDEALS. 
~ SIR, PERHAPS YU WILL CO CLUD THAT THE U,S. GOVE NMENT 
CA NOT IN ERVENE IN THIS CASE, EVEN THOUGH YU SYMPATHIZE 
WlTH OUR VIEWS. YOU MAY THINK THIS BECAUSE YOU MAY CON~ 
SI E THE PROBLEM THE COMPANY 1S INTERNAL MATTER UNDER A 
F E ECONOMIC SYSTeM AND, ESPECIALLY, BECAU E IT □CCU RED 
IN KOR A, YOU MAY THINK U,S. GOVERNMENT ACTI N COUL E 
CONSTRUED AS INTERFERENCE IN ANOTHER COUNTRY• I TERNAL 
AFFAIRS. WE WOULD LIKE TO CAUTION YOU THAT ANY SUCH CO r 

CLUSION WOULD HOW DISREGARD FOR TH PRINCIPLE OF EQU LITY, 
• WE WANT TO POINT TO TH KWANGJU INCID NT OF MAY 1980. 
WE CAN NEVER FORGET THAT THE KO EAN SOLO! RS WHO SUPPRE SEO 
THE KWANGJU I CIDENT WERE UNDER THE COMM NO OF U S,•K RA 
CO BINED FORCES COMMANDER GE ERAL WICKHAM, WE ALSO CLEARLY 
RECALL AM8ASSAOOR PVUOUXP IHAPZQGAVE 
Q X LXYYOYVF/C, J?60&965/IJ!9l" zo;AQ 
TF B AHPONUX 
M• !94 5#3 (943~, 0 9 )3 .,s 
KOREAN DEMOCRACY, 
~ WE THINK THEE ARE A CLEAR VIOL TlON FOUR FREED MANO 
UN CCEPTABLE INTERFERENCE JN KOREA' INTERNAL AFFAI S, WE 
HOD UNACCEPTA LE ANY REPETITION FA TRA IC EVENT IN WHICH 
□ P NOR COVERT SUPPORT IS GIVEN TO ACTS THAT BRI NG MI~ 
FORTUNE TO HUMANITY ANO CAUSE HATRED ANO HO TILITY AMON 
PEOPLES, UNDER THE PRETEXT 1 AT TO DO OTHERW E WOULD 
REPRESENT AN ARROGATION OF AUTHORITY VIOLATING OTHERS' 
FREE OM OR CONSTITUTE INTERVENTION IN ANOTHER COUNTRYIS 
INTERNAL AFFAIRS. 

TH UNIONISTS, C TINUING THEIR SlT~IN T IKE, EMANO 
PU LIC AP LOGI S FROM THE u.s, GOVERNMENT, A BASSADUR 
WALKER, AND THE HEAD UARTERS COMPANY. WE THINK THES 
DEMA O OF THE UNIONISTS ARE JUST AD APPROPRIATE, WE 
ST T OUR RESOLVE TO HARE WITH THEM THEIR SUFFERINGS, 
~ WE POINT OT THAT THIS INCIDENT HAS PUT US EVEN MORE ON 
GU R AGAINST AME ICAIS SELF~CENTERED TH UGHT AS A UPER~ 
PO ER AND ITS SELFISHN SS HERE INK RA. AS WE OBSERVE THE 
COURSE OF EVENTS, WE ARE CONCERNED THAT EVEN FURTH DETER­
IO ATION OF TH SITUATION COULD C EATE S I □ US PROBLEMS 
FOR FR ENOLY RELATIO BETWEEN KOREA AND THEUS. AND 

E WEEN K REANS AN AMERICANS. THUS, A FAIR ANO PROMPT 
RE PONSE TO THE P □TEST BY COK UNIO ISTS IS U GE NTLY 
RE U RED, WE THINK THAT ALONE CAN KEEP KOREAN FROM 
ca PLETELY LOSING FAITH IN THE AMERICAN PEOPLES! COMMITMENT 
TO THE NOBLE VALUES OF DEMOCRACY ANO HUMAN RIGHT, 

WE HOPE TAT YOU WILL REPLY QUICKLY TO THIS TATEMENT 
OF OUR VIEWS ANO TAKE APPROPRIATE MEASU , 

WE PRAY THAT GOD' LOVE BE WITH YOU AND THE AME ICA 
BT 
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KOREAN CATHOLIC PRIESTS FOR 
THE REALlZATIUN OF JUSTICE 

ENO QUOTE, 
3, (U) EMBASSY PLAN TO REPLY JULY 31 ALONG THE FOLLOWING 
LI es: 
QU T ; 
DE R FR, KIMI 
~ I HAVE BEEN A KEO TO REPLY TO YOUR LETTER TO PR SID NT 
RE GAN OF JULY 26 CONC RNING THE CONTROVERSY SURROUNDING 
THE CLOSURE OF THE CONTROL DATA MANUFACTURING PLANT I 
KOREA 
- CONCERNING YOUR FIRST POINT, THE OEP RTMENT OF TATE 
DID NOT AND DOS NT CHARACTERIZE THE INCIDENT OF JUNE 3~4 
AS A "HOSTAGE SITUATION," WE RECEIVED A REPORT THAT TWO 
AM RICAN CITIZ NS WEE BEING HELO AGAINST THEIR WILL AT 
THE PLANT, ANO AS IS CUSTOMARY DIPLOMATIC PRACTICE IN SUCH 
CASES, ASKED THE KOR AN MINISTRY F FOREIGN AFFA RS T 
EX MINE THE SITUATION ANO TAKE APPROPRIATE ST PS TO PROTECT 
OU CITIZENS 

TO YOUR SECOND ANO THIRD POINTS, NEITHER THE DEPA TMENT 
OF STATE NOR THE EMBASSY HAS EVER SAID THAT THE PLANT WAS 
CL SEO BECAUSE OF LABOR PROBLEMS, THE H ADQUART RSC MPANY 
HA INFORMED us THAT THE DECISION TO cb □ se THE FACTORY WAS 
PRIMARILY ECONOMIC IN NATURE, 
" AS TO YOUR FOURTH POINT, THE STATEMENT THAT TH U,S. 
GOVE NMENT IS PREJUDICED AGAINST THE WORKERS IS INC RRECT, 
ON THE CONTRARY, WE SYMPATHIZE WITH ALL THDS WHO LOST 
THEIR JOBS AS A RESULT OF THE PLA T1 S CLOSURE, THE MAJOR 
PARTIES IN ANY DECIS ON BY AN AMERICAN FIRM TO CLOS A 
PL NT ARE THE COMPANY, THE WORKER, AND THE HOST GOVE N" 
MET, THE U,S, G VERNMENT HAS NO ROLE IN SUH OECISI NS. 
HOWEVER, THE u· S, EMBASSY TOOK NOTE OF THE CONTROVERSY 
SURR UNOING THE CLOSING OF CONTROL ATA K REAfS PLANT, AND 
HA USED ITS GOO OFFICES TO URGE ALL CONCERNED PARTIES TO 
SEEK A MUTUALLY ACCEPTABLE SOLUTION THROUGH DIAL GU, WE 
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Y~ s cEnday a! t ,! rnoon in ~011th Konrn, PFC Joseph T. White with lli~ U.S. 
i:-,-.rr, •:-; >flong th~ DMZ broke into .-.i.n amr:i11ni t lun !lt:o-rngc ~r~a • teak . 
a1:im u11it1,,o, ~hot the lo~k off of d g:lt: ~, nnd C.t't.J!S!H:!d lhc DMZ iuto North 
Y.,·, ,- ,, ~ . Re w~r:; obs(:rv,..:d b~ing p i cked up by ten North J<urcmt\ :-.nldfAJ!"·U-- · 

··~. 

a few t401Jrs 11'Ler.. . ,;~;:¼ft;. 
n,,r ,_,r ig.inal 11<:w~; n .d t!t1uc cJid not. rP.fc-.T' to pOSMibl e ciP.fl?~C1u11. but. 
,, nly to the f.ic:t rhi'ft- h,.,. ...,~!::I 111.i~;:--d11g and J')OS~ibly in the handa al North 
){._, , c ,ws. This 1n~•t11.iug t ht• North Korean prc- .. ~s r@ports he did ~ct~k 
polit i cal asylu:n. Whit,: { r; ;,ilrctei.:d Lu huve s.iid it' i,;i .;1 wcuug µolicy .• ..... 
for the U.S. r.nvPrn,n,~1,t lo ~cnci .-\r,,~r1c.tn youths ti) thi,e; r,,t"-off KotC!il~ ;-.,;;:-:~:•::, · 
soi.l 1:mJ ,.,,.,~" upon tht~m nn Army lit'e ·a15;ii.nst Chi! Kurm1.n p,~"I>h:•s, "ltd. •;:·: · .-.:~. 
li~ l1ad thought: it. ,;h;rnu:•f.ul Lo t,~kt! r:4r.t in :-uc:h an .a~grt:!irnlvu ,u~t. · 

:··.f ;-/···. 
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SUBJECT: DOIi CHEMICAL PLANS FOR DISINVESTMENT IN KOREA 
REF: (A) SEOUL 9498, (Bl SEOUL 5253 

1. ~E TEXT . 

2. SUMMARY : 0011 CHEMICAL REPRESENTATIVES FOLLOWED UP 
THE)R CALL YESTERDAY WITH A FURTHER EXPLANATION OF THEIR 
PLANS TO SELL THEIR KOREAN INTERESTS . THEY OUTLINED 
VAR I OUS PAST APPROACHES TO THE ROKG. WE DISCUSSED 
POSSIBIL I TY OF AVOIDING PUBLICITY FOR AS LONG AS POSS I BLE 
AND OTHER RAMIFICATIONS . END SUMMARY. 

3. DOIi CHEMICAL KOREA MANAGER JOHN L. HAGAMAN ANO 

ANDREW J. BUTLER, PRESIDENT, DOIi PACIFIC, HONG KONG, 
CALLED ON AMBASSADOR AT 9 A. M. ' SEPTEMBER 8. THEY 
STRESSED THAT DOIi REACHED DECISIGN TO END ITS KOREAN 

OPERAT I ONS BECAUSE IT BELIEVED THE COMPANY'S POSITION 
IN THIS COUNTRY HAD BECOME IRRETRIEVABLY COMPROMISED . 
THE KOREANS WOULD NEVER PERMIT THE MERGER OF ITS WHOLLY 

DI/NED SUBSIDIARY, 0011 CHEM ICAL KOREA LTD . !OCKLl, AND 
JOINT VENTURE, KOREA PETROCHEMICALS COMPANY (KPCC). 
THEREFORE, CONTINUING NE GOTIATIONS WOULD BE POINTLESS. 

ME SSAGE (CONT I NUEO) : 

4. IN RESPONSE TO AMBAS SADOR ' S REQUEST FOR CHRONOLOGICAL 
LISTING OF THEIR MAJOR APPROACHES TO THE ROKG, DOW REPRE­
SENTATIVE S NOTED THE FOLLOWING : 
-- HAGAMAN DISCUSSED DOIi' S PROBLEMS 111TH THEN DEPUTY 
PRIME MINISTER HAHN-BEEN LEE (M-R: YI HAN-PIN) IN 

FEBRUARY 1980, AND PRESENTED HIM 111TH A LETTER OUTLINING 
PROPOSAL S FOR THE MERGER. LEE ' S REPLY LED HIM TO BELIEVE 
THE ROKG HAD NO POL ICY OBJECTIONS TO DOW' S PROPOSAL. 
-- IN NOVEMBER 1980, DOIi CHA I RMAN R. II. LUNDEEN VISITED 
SEOUL AND EXPLAINED THE CH ANGING SITUATION OF THE PETRO­
CHEM ICALS INDUSTRY WOR LD-WIDE IN CABINET-LEVEL CALLS. 

HE STRONGLY UR GED THAT THE ROKG AGREE TO STEPS WHICH 
\IOULO MINIMIZE THE COMPANY'S LOSSES IN KOREA. 
-- IN MID-1981, DOIi FORMALLY PRESENTED ITS PROPOSAL TO 
MERGE DCKL AND KPCC. 
- - IN SEPTEMBER 1981, LUNDEEN \/ROTE A LETTER ASKING FOR 

APPROVAL OF THE MERGER WHICH WAS ADDRES SED TO THEN PRIME 
MIN IS TER NAM DUCK 1100 IM - R: NAM TOK-Ul . NO REPLY WAS 
RECEIVED. 

-- IN JANUARY 1981, BUTLER SENT A LETTER TO THEN MINISTER 
OF COMMERCE AND INDUSTRY SUH SUK JOON (M-R: SO SOK-CHUN) 

STATING THAT DOIi PLANNED TO SELL ITS KOREAN INTERESTS IN 
THE ABSENCE OF A SETTLEMENT BY JANUARY 31, 1981. NO 
WRITTEN REPLY \/AS RECEIVED, BUT THE COMPANY INSTEAD \/AS 
ASKED TO BE PATIENT AND TOLD THAT ITS PROPOSALS WERE RE­
CEIVING HIGH-LEVEL ROKG ATTENTION . 
-- SUBSEQUENTLY, DOW \/ENT AHEAD 111TH ITS PLANS FOR DE 
FACTO MERGER OF DCKL ANO KPCC !REF Bl , BUT THIS SCHEME 
PROVED TO BE IMPRACTICAL IN LIGHT OF THE KOREAN PARTNER'S 
STRONG OPPOSITION. 

-- IN JUNE 1982, LUNDEEN AGAIN VISITED SEOUL AND TALKED 
TO PRES I DENT CHUN IM-R : CHON TU-HI/AN) . HE LEFT A LETTER 
AT THE BLUE HOUSE 1/HICH ALSO WAS NOT ANS\IERED. 

5. AMBASSADOR NOTED THAT 001/ ' S INVESTMENT OF AN ADDI-
TIONAL DOLS 30 MILLION IN KOREA THIS YEAR HAD BEEN I/Ell 

PUBLICIZED. BUTLER ACKNOWLEDGED THAT THIS NEW INVESTMENT 
MAY HAVE GIVEN THE KOREANS A FALSE SIGNAL ABOUT THE 
SER I OUSNESS OF THE COMPANY ' S THREAT TO PULL OUT . HOW-
EVER, THE MONEY HAD BEEN NECESSARY TO KEEP DCKL SOLVENT. 

6. THE PROBLEM OF AVOIDING PRESS LEAKS \/AS DI SCUSSED AT 
SOME LENGTH . AMBASSADOR NOTED THAT ONLY HE ANO TWO OTHERS 
WITHIN THE EMBASSY HAD BEEN APPRISED OF 001/'S DECISION. 

MESSAGE (CONT I NUED): 

BUTLER PROMISED IN STRONGEST TERMS THAT COMPANY \IOULO NOT 

LEAK STORY TO THE PRESS. HE ESTIMATED THAT ROKG COULD 
AVOID PRESS LEARNING ABOUT 001/' S PLANS FOR T\10 OR THREE 
WEEKS AT MOST. 

7. AMBASSADOR NOTED THAT MINISTER OF COMMERCE AND INDUSTRY 
DONG \/HIE KIM (M-R: KIM TONG-HI/I) HAO NOT MENTIONED THE 

MATTER TO HIM AT PRESIDENTIAL RECEPTION LAST EVEN I NG . 
BLUE HOUSE SENIOR ECONOMIC SECRETARY KIM JAE IK (M-R : KIM 
CHAE-IK) HAO TOLD HIM THAT \IE "MUST FINO A SOLUTION" AT 

THE SAME FUNCTION, HOWEVER. DOW REPRESENTATIVES NOTED 
THAT MCI MINISTER KIM SEEMS TO BE AVOIDING ANOTHER MEETING 
WITH THEM THIS WEEK AND LIKELY HAS NOT ACCEPTED THE 

NL.RR ( 1Ji.e, r/J</ f 13 V '1,Jf 
BY U/ NARA~ J 01/4f 
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8. IN RESPONSE TO AMBASSADOR'S OUE ST I ON, BUTLER AND 
HAGAMAN SAID THE COMPANY HAD NOT EVEN CONSIDERED PULLING 

OUT OF KOREA UNTIL THE LATTER PART OF 1981 AS IT BECAME 
MORE AND MORE OBVIOUS KOREANS WOULD NOT MAKE AN EARLY 
DECISION ON THEIR MERGER PROPOSAL. THE DOIi CHEMICAL 

BOARD DID NOT HOLD SERIOUS DISCUSSIONS ON SELL ING ITS 
KOREAN INTERESTS UNTIL JULY 1982. DUR I NG THE SPRING OF 
THIS VEAR, FOR EXAMPLE, DOIi HAD BEEN HOLDING DISCUSSIONS 
111TH THE LUCKY GROUP ABOUT THE POSSIBIL ITV OF EXPANDING 
ITS KOREAN OPERATION 111TH A NEIi JOINT VENTURE. 

9. THE DOIi REPRESENTATIVES NOTED THAT THEY ARE ASKING 
ONLY FOR DOLS 60 MILLION TOTAL FOR BOTH DCKL AND THEIR 
58 PERCENT INTEREST IN KPCC . IF THE KOREANS AGREE TO 

PAY THIS AMOUNT, DOW'S LOSSES HERE STILL \IOULD BE CON-
SIDERABLE. THEY \/ENT ON TO EXPLAIN THAT THEY \/ANT TO 
CONTINUE TO DO BUSINESS IN KOR EA 111TH TECHNICAL LICENSING 
ARRANGEMENTS AND SALES . 

18. \IE TOUCHED BRIEFLY 111TH DOIi REPRESENTATIVES ON 
POTENTIAL APPROACHES TO THE PROBLEM. THE T\10 COMPANIES 
HAVE ONL V ABOUT I, 000 EMPLOYEES, 350 AT DCKL AND 650 AT 
KPCC . THESE PEOPLE WOULD NOT NECESSARILY BE OUT OF WORK . 

MESSAGE (CONT I NUED): 

THE KPCC KOREAN PARTNER COULD KEEP THE OPERATION GOING. 

PRESUMABLY, THE ROKG 1/0ULO FORM A PUBLIC SECTOR COMPANY 
TO TAKE OVER OCKL OR PER SUADE ANOTHER PRIVATE SECT OR 

COMPANY TO PURCHASE THE PLANT FROM DOW. THE KOREANS 
SHOULD BE ABLE TO KEEP THE T\10 COMPANIES OPERATING WITHOUT 
SER I OUS DISRUPT I ON. II I TH OUT FOREIGN INVOLVE ME NT, THE ROKG 
11 1 GHT FI ND IT EASIER TO TAKE SOME OF THE NECESSARY MEASURES 
TO MAKE THE COMPANIES PROFITABLE. 

11 . COMMENT : 0011 CHEMICAL IS THE LARGEST U. S. INVESTOR 
IN KORE~ WITH DOLS 150 MILLION PLUS, THE COMPANY ' S STAKE 
HERE REPRESENTS ROUGHLY 25 PERCENT OF TOTAL U. S. FOREIGN 
EQU I TV. KOREAN PROCRASTINATION IN REACH I NG A OEC IS I ON 
OVER THE MERGER PROPOSAL IS THE MOST WIDELY CITED SINGLE 
EXAMPLE OF THE ROKG'S FAILURE TO GET ITS ECONOMIC DECISION-
MAKING PROCEDURES IN ORDER. AS THE DEPARTMENT IS Al/ARE , 

THE ISSUE RECENTLY HAS BEEN WIDELY PUBLICIZED AS DOIi 

REPRESENTATIVES HAVE TAKEN THE COMPANY ' S CASE TO THE 
PRESS . THIS LATEST DEVELOPMENT OBVIOUSLY HAS SERIOUS 
IMPLICATIONS FOR THE FOREIGN INVESTMENT CLIMATE ANO U. S./ 

KOREA RELATIONS. AMBASSADOR ' S SUGGESTIONS ON HOii \IE 
SHOULD HANDLE THIS PROBLEM BY SEPTEL. WALKER 

SEOUL 9545 OTG : 080906Z SEP 82 PSN: 023254 
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SUBJECT : MEETING 111TH MINISTER OF COMMERCE AND INDUSTRY 
ON DOIi PLANS FOR DISINVESTMENT IN KOREA 

REF : SEOUL 9545 

1. ANT I RE TEXT . 

2. NOT UNEXPECTEDLY FOLLO\IING VISIT FROM OFFICIALS OF 
DOIi CHEMICAL THIS HORNING, I HAVE RECEIVED A REQUEST FROM 
MINISTER OF COMMERCE AND INDUSTRY DONG I/HIE KIM (H-R: KIM 
TONG-HI/I) TO MEET 111TH HIM AT 1630 HOURS TOHORROII, IN All 
PROB AB I l I TY REGARD I NG THE QUEST I ON OF DOIi ' S INTENTIONS TO 

DISINVEST THEIR INTEREST IN ROK . LAST EVENING BLUE HOUSE 
ECONOMIC SECRETARY KIM JAE IK (H-R: KIM CHAE-IK) ASKED HE 

1/HETHER KIM HAD YET GOTTEN IN TOUCH WITH HE ABOUT THIS 

ISSUE. 

3. BECAUSE , FOLLOWING ON THE CONTROL DATA EPISODE, AN 
ANNOUNCEMENT OF THIS SORT I/HEN HADE PUBLICLY COULD HAVE 
SERIOUS POLIT I CAL AS WELL AS FOREIGN INVESTMENT CONSE­
QUENCES, I BELIEVE IT IMPORTANT THAT THE EMBASSY'S POS I ­

TION BE STATED 111TH CLARITY TO THE GOVERNMENT IMMEDIATELY, 
AND I PROPOSE TO HAKE THE FOLLOI/ING POINTS TO MINISTER 

KIM: 

MESSAGE (CONT I NUED): 

-- A. THE DOIi DECISION IS BY A PRIVATE AMERICAN COR-
PORATION, AND IT IS NOT ONE OVER WHICH THE UNITED STATES 
GOVERNMENT HAS CONTROL. THUS, ARRANGEMENTS Ill LL HAVE TO 

BE 1/0RKED OUT BY THE ROKG AND DOIi, AND I BEL I EVE THAT 
THE SOONER THE BETTER . 
-- 8. IT IS IMPORTANT THAT THIS NOT BE ALLOWED TO COLOR 
THE INVESTMENT CL I HATE OR THE SMOOTH FUNCTION I NG OF U.S. -
ROK EC ONOMIC COOPER AT I ON . THEREFORE, \IE 1/0ULO HOPE THAT 
THE DOIi DIS INVES TMENT CAN BE PRESENTED AS AN AGREEMENT 
1/HICH HAS BEEN 1/0RKED OUT OVER TIME BETWE EN THE Tl/0 PARTIES 
AND 1/HICH I/ILL LEAD TO MEANINGFUL CONTINUATION OF THE 
OPERATION FOR 1/HICH THERE ARE NOii FULLY TRAINED ANO CAPABLE 
KOREAN PERSONNEL. 
-- C. DOIi IS WILLING TO ALLOI/ THE ROKG, IN THE INTERESTS 
OF FUTURE COOPERATION ANO OEAL I NGS, TO PRESENT THE 0011 
BOARD ' S DECISION IN ANY LIGHT IT 1/ISHES. IT IS IMPORTANT, 

HOI/EVER, THAT THE ROKG BE AHEAD OF PRESS TREATMENT IIH I CH 
COULD PROVE POSSIBLY SENSATIONAL AND COUNTERPRODUCTIVE . 
\IE UNDERSTAND DOIi IS 1/ILLING TO HOLD OFF COMMENT, \/HEN 
THE DECISION DOES BECOME PUBLIC, CLAIMING THAT SENSITIVE 

NEGOTIATIONS ARE UNDER IIAY, AND THIS COULD BUY SOME TIME. 
BUT TO LIMIT DAMAGE TO THE INVESTMENT CLIMATE AND AMERICANS 
IN BUSINESS HERE, QUICK ACTION BY THE ROKG \/Ill BE NECES­
SARY. 

4. THE DEPARTMENT HAS A FILE OF THE NUMEROUS REPRESENTA-
TIONS I HAVE MADE IN THIS CASE OVER THE PAST ELEVEN 
MONTHS. THIS IS IN A WAY THE MOST TELLING EXAMPLE TO 
DATE OF THE CURRENT INABILITY OF THE GOVERNMENT TO PUT 

ITS ECONOMIC DECISION-MAKING PROCESSES IN ORDER. 1/ALKER 

SECRET ..... 
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