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Abstract

This study analyzes factors that affect the corporate value of Korean companies operating in Latin
American countries. Primary factors are associated with characteristics of the host country, the parent
company, and subsidiaries. Empirical results show that asset specificity is the main factor influencing
firm value. This region is geographically far from Korea and culturally different. Therefore, the
source of competitive advantage such as asset specificity should be large enough to offset liability
of foreignness for successful entry into the region. This paper also found that joint ventures are more
advantageous than direct investments. Joint ventures in Latin American can minimize risk,
complement technology and information, and reduce trade barriers.
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Table 1. Economic Growth Rate by Year

(Unit: %)
Coumerea’ 2011 2012 2013 2014 2015 2016 2017
Brazil 3.99 193 3.01 0.51 ~3.55 -3.47 0.98
Chile 6.15 5.34 4.06 1.77 230 1.27 147
Peru 6.45 5.9 5.84 241 3.29 4.06 251
Argentina 6.00 -1.03 2.41 2,51 273 ~1.82 2.86

Source: KOTRA Overseas Market News Economic Index by Country
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Fig. 1. Changes in Foreign Direct Investment by Country
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Table 2. List of Companies by Country

Country Company Year
Brazil MEael=atE 2004
Brazil C]|ojl0[E| 2003
Brazil A-4SDI 1996
Brazil GLGEE! 2005
Brazil SHEISH2 1996
Brazil g4 1993
Brazil St=1EL0[04 1994
Brazil AMEM 1990
Brazil LGEA 1987
Brazil =SE0| 2000
Brazil HRUIE LIS 1980
Brazil A4SDS 2004
Brazil EAMEPLZ 7| 2005
Brazil Ol 1997
Brazil AHHT| 1993
Brazil MEXASA 2001
Brazil Cks 2006
Brazil 24 2007
Brazil olet2dl 1998
Brazil st 2005
Brazil CJ 2005
Brazil ARt 1995
Brazil SK 2000
Brazil LGHX} 1995
Brazil e YHEZYA 1994
Brazil QELA 2005
Brazil SI7PH20A 1994
Brazil M= 2001
Brazil EMAEMMASHIZ (A 2005
Brazil SN |AHRIESH 2004
Brazil SIESEHSHIAL 1994
Brazil stEeEei28 1993
Brazil @STXPANOCEAN 1994
Brazil AT 1975
Brazil 2AHY 2004
Brazil [EAT 1996

Argentina @z OI2JE|LIX|AL 1992
Argentina TR0 HE|LHHOI 1996
Argentina LGEXt 1986
Argentina E7Lor 1991
Argentina HEZm2t 2005
Argentina FEERLY 2004
Argentina Hd718e 1985
Argentina HRUYUEZHA S0 L AOLO[ZAK|AL 2004
Argentina EHRAUEILIE 20| . AOLO[H|AXAL 1977
Argentina oI 2HI ==X 2007

Argentina SO} OtERE|LIFAS|A 1991
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Country Company Year
Chile SH=E(0(0] EIX|™ 2007
Chile TR Zeel 1981
Chile Mzt Ee| 2004
Chile iy ol 1993
Chile LGMAFE O 1981
Chile Hdstt 1980
Chile GEIXIY i 2005
Chile EATAS EHY XA 2006
Chile SIE A 1982
Chile STXHRMEME|OF IALEA 1987
Chile EA 2T EaHel 2005
Chile LA EHeel 2007
Chile ol 2tRm= 1993
Chile =g sH 2007
Peru Corea Trade SAC 2003
Peru it 2000
Peru HE3 2@ 1992
Peru SIHMQIAL HIEARA 1996
Peru CIEEHHEAO0|E 1999
Peru HE3 1990
Peru StLt= 1998
Peru CNC SAC 2001
Peru EHLIELIAE 1996
Peru 20rIEH o RHAL 2004
Peru OIRE TZ|0KD 2002
Peru HTK} 1996
Peru AR 1996
Peru Park-Lab 1999
Peru HAT O 2005
Peru SUAL 1997
Peru 71012 1995
Peru 2 SHAL 1997
Peru EBHAMH|A 1999
Peru 5213® 1997
Peru LGEX} 1997
Peru LJ PERU S.A. 2002
Peru Mega Internacional Service SAC 1997
Peru SK&® 1996
Peru Ultra Frio SAC 2002
Peru Pesqueria Producto del Kope E.IR.L. 2000

Source: KOTRA Overseas Korean Company Directory
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Table 3. Descriptive Statistics

Factor Variable Mean gg}:ﬁ;ﬂ

Host Country Independent Country 1.93 1.26

Characteristics Control Market 1.37 8.71
Independent Internationalization 36.10 28.20

Parent Company s

Characteristics Independent Asset Specificity 8.75 1.39
Control Chaebol Dummy 0.61 0.49
Independent Local Employees 0.86 0.10
Independent Entry Mode 2.58 1.38

Subsidiary

Characteristics Independent Investment Method 1.16 0.58
Control Investment Amount 2.9 7.58
Control Business Year 15.29 7.18
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Table 4. Empirical Result
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Variable Model 1 Model 2 Model 3

Host Country Characteristics

Country -0.79 1.14 0.20

Market -0.72 1.63 0.83
Parent Company Characteristics

Internationalization -1.28 -0.80

Asset Specificity 9.05"* 8.2

Chaebol Dummy -1.32 -0.79
Subsidiary Characteristics

Local Employees -0.19

Entry Mode 1.01

Investment Method 3.3

Investment Amount -0.08

Business Year -0.10
Constant 0.92 -1.28 -0.92
R-sq 0.02 0.81 0.89

Note: 0.1, **1X0.05, **1X0.001.
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