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Abstract

According to an analysis of 560 foreign-invested companies investing in South Korea's manufacturing
industry, the following three facts were found. First, the proportion of sales by manufacturing
foreign-invested companies is divided into 68.5 percent of domestic sales and 31.5 percent of exports.
From 68.5 percent of domestic sales, sales to Korean companies are 60.5 percent, including 37.1
percent for large companies and 23.4 percent for small and medium-sized companies, while only 8.0
percent for domestic consumers. Second, the investment sectors of manufacturing foreign-invested
enterprises are 'machine and equipment manufacturing', 'chemical and chemical-chemical material
manufacturing-excluding pharmaceuticals', 'electronic components, computers, video, sound and
communication equipment manufacturing' and 'vehicle and trailer manufacturing'. It overlaps with
electric-electronics, petro-chemicals and automobiles, which are Korea's main industries and areas of
Korean global companies. Third, 31.5 percent of the sales of foreign-invested companies in the
manufacturing sector are exported. Foreign-invested companies export their products to use them for
their parents or affiliates or to the third countries. The analysis shows that foreign-invested companies
invested in Korea for B2B transactions with Korean companies. The implications are that Korea can
attract foreign investments by utilizing Korean companies' demand for intermediate goods.
Foreign-invested companies can invest in Korea in order to use Korea, which has signed free trade
agreements with the US, the EU and ASEAN, as an export platform.
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Table 1. Classification of Foreign Direct Investment Theory by Analysis Unit

Analysis Unit Contents
Macroeconomic Analyzing the Investment Environment of the Target Country as an
Dimension Investment Decision Factor of the Company

Microeconomic
Dimension

Analyzing Individual Companies' Motivation for Foreign Investment

Table 2. The Theory of Foreign Direct Investment at the Micro Level

Theory Contents
Investing Because It Possesses the Company's Proprietary Advantages
Monopolistic such as Production Technology, Marketing Know-How, Business

Advantage Theory
Foreign Costs

Market
Internalization

Theory Absorb It Internally

Network Theory Existing Investments
Oligopoly Theory

Eclectic Theory

Product Life—Cycle

Management Ability, Patent Rights, and Economies of Scale to Survive

Due to the Imperfection of the Market, the Company's Unique Advantage
Cannot be Utilized through Normal Market Transactions, so Invest to

Invest in Pioneering New Networks in Overseas Markets or Increasing

Invest in the Oligopoly to Respond to the Movement of Competitors

Investment due to Complex Factors such as Company-Specific
Advantage, Internalization Advantage, and Production Location Advantage

Invest in Exporting Countries When New Products Reach the
Standardization Period and Exports Alone Cannot Maintain

Theory Competitiveness
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Table 3. GVC Development Stage of UNCTAD

Development Factor on Each Stage

Stage Related Industry
Workforce Infrastructure Competitiveness Government Support
Providing Domestic Front and Rear
Low-Wage and International Cooperative Environment where
1 Workforcge Logistics Companies International Trade
Infrastructure (Air, Existence in Centers Can Invest
Port, etc.) Domestic Country
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4 Highly Creative  System, Protection Multinational Advanced
Workforce of Intellectual Companies Forming Technology
Property Rights High-Level GVC Integration
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Table 4, Research Methods and Analysis Tools

Division Contents
Research 4,800 Foreign-Invested Companies with 10% or more of Foreign Investment
Population and an Investment Amount of more than $500,000

KKSIC9 Standard Industry (Middle Classification) - Investment Scale (Arrival
Stratification Amount)
*Lavalée-Hidiroglou Method for Feasibility Study of Stratification Variables

Sample Selecting the Optimal method after Comparing the Tolerances by Distribution
Distribution Method

Extracting Stratification Probability *Top 400 Companies in the Current Amount

Sampling are Set for All Classes
Rgﬁ?;:zh Financial Status as of 2018 and Fiscal Year Management Activities as of 2019

Financial Information Disclosed *Financial Information not Disclosed is

Data Collection Investigated by e-Mail

Parameter o . .
Estimation Process Parameter Estimation Reflecting Design Effect
Research _ _

Method Structured Questionnaire

Analysis Tools  Frequency Analysis of Excel Program

Fig. 1. Sales Channels of Foreign—-Invested Companies

Export Domestic Sales
Foreign Large
Invested Parent Domestics
Compan By Companies

Foreign
Invested Parent
Compan:

Domestic
Consumer

Foreign Invested i Formgn_ . Domestic Small
Parent Company Invested R naas
Subsidiary Company
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Table 5. Foreign-Invested Companies' B2B Sales Share by Industry

Share of sales

. Respondent L D ti
Manufacturing Industry (KSIC10) . arge omestic i
5 Y companies  Domestic Small g:r?;ﬁ?r::r Export
Companies Business

29. Other Machinery and Equipment

Manufacturing 98 40.2 25.6 5.9 28.2
20. Chemical and Chemical Products

Manufacturing; Drugs Excluded 87 8.7 287 8.6 341
26. Electronic Parts, Computers, Video,

Audio and Communication Equipment » 31.4 18.9 5.5 4.3

Manufacturing
30. Automobile and Trailer Manufacturing 68 46.9 15.2 4.2 33.6
28. Electrical Equipment Manufacturing 2 3.3 26.5 9.1 29.1
25. Metal Processing Product

Manufacturing Industry; Machinery 28 35.0 34.6 3.0 274

and Furniture Excluded
22. Rubber Products and Plastic

Manufacturing 25 29.6 21.5 4.0 45.0
27. Medical, Precision, Optical Equipment,

Watch Manufacturing 23 271.2 12.7 12.6 47.6
24. Primary Metal Manufacturing Industry 23 38.8 24.7 48 31.8
10. Food Manufacturing 16 28.1 26.8 32.9 12.2
23. Non-Metallic Mineral Product _

Manufacturing 16 54.4 19.5 26.1
21. Medical Substance and

Pharmaceutical manufacturing 12 1.3 28.3 21.5 38.9
31. Other Transportation Equipment

Manufacturing Business n 40.6 19.9 0.9 38.5
19. Coke, Briquettes and Petroleum

Refineries Manufacturing 9 40.6 23.5 6.9 289
33. Other Product Manufacturing 6 20.0 22.3 335 24.2
11. Beverage Manufacturing 5 29.0 33.4 21.6 16.0
17. Pulp, Paper and Paper Product _

Manufacturing 4 33.3 33.0 33.8
14. Clothing, Accessories and Fur _

Products Manufacturing 4 2.3 48.0 49.8
13. Textile Product Manufacturing; _

Excluding Clothing 3 3.7 1.7 %6.7
34. Industrial Machinery and Equipment _

Repair Business 2 A5 17.0 285
15. Leather, Bag and Footwear

Manufacturing 2 26.0 15.5 25.0 33.5
18. Printing and Recording Media _

Reproduction Business 1 30.0 30.0 40.0
12. Tobacco Manufacturing 0 - - - -
16. Wood and Wood Products 0 _ _ _ _

Manufacturing; Furniture Excluded
32. Furniture Manufacturing 0 - - - -

Total 560 37.1 23.4 8.0 31.5

Source: Invest Korea(2018)
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Fig. 2. B2B Foreign Investment Companies' Contribution to the Investing Country
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Table 6. Foreign Direct Investment in Korea's Chemical Industry

(Unit: 1 Million Dollar)

Division 1995 2000 2005 2010 2015 2016 2017 2018 2019

Number of
Existing 194 273 339 326 350 366 3n 389 403

Companies

Number of

Investment 54 57 62 63 1l 80 103 66
Reports

Report Amount 130 714 187 849 1,579 1,14 1,773 1,699 2,648

Average

Investment 2.4 12.5 3.0 15.8 25.1 16.1 22.2 16.5 40.1
Report

£X: Invest Korea(2020)

Table 7. Composition of Sales of Foreign—Invested Companies in the Chemical Industry

Domestic sales Export
. . Foreign
omesic - omal LTSt maremt PO o o
Companies  Business Company Subsidiary
28.7% 28.7% 8.6% 66.0% 8.1% 9.9% 16.0% 34.0%
WAl M&AZE AE A o|A] 7] whitel Mdest slE-2 7AH], 7)Aol o]ojA] LR
= @A HFg M&A tido] fiAY, o] ol Bon, AF 5% 71A], 7114k}
T ANS Agsirlde VerEe] won, ol FA| wokoltt, sha o]F7|e] A
53]9] =& $¥o] A& A5el ddEtt. o TAE A XA T B2B A %
dd= Batole g 7Io] @5 FAksA o HEE oldE + Aok
191 oFe] BJEY} FFo 2 e &3t stEe A, ARFA, 7 Tl 2AlE
T o] ol A StEUE A= o] AL e H’;] olt}. 3tz ;ﬂPE 34 2 7s
I E4E Tt 42-8(2019)2 NICE 9 o] ZpolZ EFHHE} FAHL Alole whEl LA
THREOA FEF BZE P59 2,3007 9JF el AR i‘rﬂ(PetrO chemical)# 7}&3<l 4
7190 AEE BMGM 7 9579 9%  Uslh(Fine Chemical) o2 vk, Hus)st
Q) ARo] BeFE AFEo] ¥ Hojdviy B o u}%o*wwo 277 3L, e
Ak, o=l AR F7h= =l T o] 7tE3AE A0k 3] wWEd 52 €%
714l gk A}l S7FR ololx A A& T of o] ?FJD} shEe 22 A Al
AA dFES vA= Aot S i}OIF—' AlFe] 7HA7F EebA7] o
ol 34 7lee Fasit =3 71 o whzh
2. 5l5EQ QIE7|YHO| B2B Aty RA71%0) HAskE o] AlFe] e =

257 AZzFFNA sEFTHES) 5]
do] ExAME T3l B2B AgE A9t

oA -8 EAH(Commodity Chemmals)ﬁ’}
LB S5 S5sl LAAE A
715733}8Ha(Specialty Chemicals) 2 £-FHt},
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Table 8. 2010~2019 Top 20 Investments in Chemicals and Chemical Products (based on

Cumulative Investment Amount)

Company Name

CEmily; Foreign Investor Name

Product

Contents Classification

Karver Korea

UK UNILEVER S.K. HOLDINGS LIMITED
UK Have & Be
Estee Lauder Cosmetics Limited
Singanor Nexlene Korea
gep SABIC SK NEXLENE COMPANY
PTE.LTD
USA Samsung Bioepis
BIOGEN THERAPEUTICS INC.
German Basf Korea
Y BASF SE
Japan Toray Innovation by Chemistry
P TORAY INDUSTRIES, INC.
Ulsan Aromarics
Japan JXTG NIPPON OIL & ENERGY
CORPORATION
Singapor SMP CO.
ge SUNEDISON PRODUCTS SINGAPORE
PTE.LTD.
UK Oxy Reckitt Benckiser
RECKITT BENCKISER PLC
Japan Dong Woo Fine—Chem
P SUMITOMO CHEMICAL CO.LTD
Hyundai Cosmo
Japan  cagyvo oIl €o.,LTD.
UK Airfirst
BOC KOREA HOLDINGS LTD.
UK Linde Korea
BOC KOREA HOLDINGS LTD.
German Henkel Korea
Y HENKEL AG & CO. KGAA
Karver Korea
Ireland  COSMETICS ISSUER HOLDINGS
DESIGNATED ACTIVITY COMPANY
German Ineos Styrolution
Y STYROLUTION GROUP GMBH
Japan Tongsuh Petrochemical
P ASAHI KASEI CORPORATION
SK Advanced
Kuwait PETROCHEMICAL INDUSTRIES
COMPANY K.S.C.
France Solvay Silica Korea
SOLVAY FRANCE
Cavman Daesung Industrial Gases
Islén ds 2014 EMPLOYEE OFFSHORE

AGGREGATOR, L.P.2| 1

Cosmetics Manufacturing, Wholesale,
Consumer goods
e-Commerce Law

Cosmetics Manufacturing Consumer goods

Intermediate
Goods

Synthetic Resin and Other Plastic
Materials Manufacturing

Development, Production,
Commercialization, Distribution and Sales
of Biosimilar Drugs

Consumer goods

Manufacture and Trade of Basic Intermediate

Compounds, Synthetic Resins, etc. Goods
Synthetic Fiber Production, Film, Sheet Intermediate
and Plate Production Goods

Intermediate
Goods

Petrochemical Basic Chemicals
Manufacturing

Manufacturing of Polysilicon Used in
Semiconductor and High Efficiency Solar
Business

Intermediate
Goods

Manufacture of Basic Organic
Compounds, Synthetic Detergents,
Fragrances, etc.

Consumer goods

High Purity Chemicals for Intermediate

Semiconductors, Algal and Shelflish Trade Goods
Petrochemical Basic Chemicals Intermediate
Manufacturing Goods
Industrial Gas Manufacturing and Shellfish Intermediate
Trade Goods
Industrial Gas Manufacturing and Shellfish Intermediate
Trade Goods
Adhesives and Gelatin Manufacturing, etc. Intermediate
Goods

Intermediate
Goods

Cosmetics Manufacturing, Wholesale,
e-Commerce Law

Petroleum Refinery Manufacturing Industry Intermediate

Goods
Chemical Fiber Raw Material, Synthetic Intermediate
Rubber, Pharmaceutical Manufacturing Goods

) - . Intermediate

Crude Oil Refining Business Goods

Intermediate
Goods

White Carbon and Sodium Silicate
Manufacturing

Intermediate

Industrial Gas Manufacturing Goods

£X: Invest Korea(2020)
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