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Abstract

In recent years, the Indian market has gained worldwide attention in the global trading business
environment. Korean companies are also seeking to enter the indian market, and their foreign trade
investment strategy is based on the Global Value Chain(GVC). In this study, we examine difference
from traditional investment strategy to GVC investment strategy in the age of 4IR(fourth industrial
revolution) through using POLS model(pooled least square), FEM(fixed effect model),
REM(randomized effect model). Based on the analysis of 84 monthly data related to the FDI and
international trade effects between Korea and India, the following results were found. As Korean
companies increased their share of export to the Indian market and export to the Indian market, the
number of new companies directly invested in overseas market increased. However, the amount of
import into the Indian market was relatively low in relation to the number of new companies directly
in overseas markets. As a result of analyzing the investment strategy of the GVC in India, the GVC
has shifted from manufacturing to process upgrading to enter the GVC on Smile Curve.
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Fig. 1. Fabrication (Valve-Chain Entry)
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Table 1. Global Value Chain Utilization and Foreign Direct Investment (POLS model)

Variables Coefficient S.E t p

Export volume to India 0.2299 0.0616 3.7278 0.0003**
Export ratio to India -0.2219 0.0718 -3.0893 0.0025™*
Import volume from India 0.2144 0.0623 3.4382 0.0008"*
Import ratio from India —0.2344 0.0626 -3.7387 0.0003"*

R2 0.3726

Adj. R2 0.3377

Log likelihood 32.2645

Durbin-Watson 0.1234

F 9.6778

p 0.0139™

Note: “**p€0.01, *p€0.05 and *p<0.10.
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Table 2. Global Value Chain Utilization and Foreign Direct Investment (FEM model)

Variables Coefficient S.E t p

Export volume to India 0.1603 0.0872 1.8389 0.0688"
Export ratio to India 0.1338 0.1393 3.0053 0.0033"**
Import volume from India 0.0061 0.0613 0.1004 0.9202
Import ratio from India 0.1913 0.0636 1.83389 0.0688"

R2 0.1591

Adj. R2 0.1236

Log likelihood 59.8912

Durbin-Watson 0.2359

F 1.2996

p 0.2160

Note: **p¢0.01, **p<0.05 and *p{0.10.
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Table 3. Global Value Chain Utilization and Foreign Direct Investment (REM model)

Variables Coefficient S.E t p
Export volume to India 0.2380 0.0821 2.8980 0.0045"*
Export ratio to India 0.3023 0.0934 3.2343 0.0016™*
Import volume from India 0.0657 0.0560 1.1738 0.2429
Import ratio from India 0.1072 0.0553 1.9397 0.0549
R2 0.1010
Adj. R2 0.0694
Durbin-Watson 0.1365
F 3.2019
p 0.0156™

Note: **p¢0.01, **p<0.05 and *p{0.10.
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Table 4. Global Value Chain Utilization and Foreign Direct Investment New Corporations (POLS)

Variables Coefficient S.E t p

Export volume to India 0.6079 0.0608 9.9868 0.0000"*
Export ratio to India 0.7119 0.0709 10.0417 0.0000"*
Import volume from India -0.0460 0.0615 -0.7485 0.4557
Import ratio from India 0.0912 0.0618 1.4752 0.1429

R2 0.6185

Adj. R2 0.5773

Log likelihood 33.8509

Durbin-Watson 0.1950

F 14.0310

p 0.0000"*

Note: “**p€0.01, *p€0.05 and *p<0.10.
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Table 5. Global Value Chain Utilization and Foreign Direct Investment New Corporations (FEM)

Variables Coefficient S.E t p

Export volume to India 0.0549 0.0763 0.7191 0.4737
Export ratio to India 0.2008 0.1220 1.6459 0.1028
Import volume from India 0.2278 0.0537 4.2419 0.000"*
Import ratio from India 0.2078 0.1174 1.6123 0.1187

R2 0.2188

Adj. R2 0.1050

Log likelihood 75.6639

Durbin-Watson 0.2182

F 1.9238

p 0.0588"

Note: ***p€0.01, *p<0.05 and *p<0.10.

Table 6. Global Value Chain Utilization and Foreign Direct Investment New Corporations (REM)

Variables Coefficient S.E t p
Export volume to India 0.0040 0.0719 0.5644 0.5736
Export ratio to India 0.0763 0.0818 0.9326 0.3530
Import volume from India 0.2262 0.0490 4.6094 0.0000"*
Import ratio from India 0.2453 0.0484 5.0647 0.0000"*
R2 0.2033
Adj. R2 0.1754
Durbin-Watson 0.1972
F 7.2758
p 0.0000"**

Note: **p€0.01, **p<0.05 and *p{0.10.
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