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Abstract

A new protectionism caused by the US-China competition and a following new Cold War would
have a negative impact on global FDI. In this time, this study researched the effects of the long
lasting global openness and liberalization on Korea’s Inward FDI. 1,387 foreign invested companies
in Korea were analyzed. The results are summarized as follows. First, Korea’s FDI has been
expanded under the environment of globalization. The IFDI amount and share in GDP increased.
Seven countries out of the world top 10 were listed in Korea’ the top 10. However, the share of
the US and Japan’s FDI in Korea’s IFDI decreased. Second, non-manufacturing industry became
prevalent in Korea’s IFDI. Considering it’s local market-oriented characteristics, the biggest
investment motivation by global companies was Korean market pursuit. The US was more local
market-oriented than Japan. Third, cross-border M&A, which became active in developed countries
since 1980s, also kicked off in Korea from late 1990s. Global companies managed foreign-invested
companies in Korea with shares close to wholly owned. The US had higher share ratios than Japan.
The implications by this research are as follows. First, looming protectionism by a New Cold War
would negatively affect Korea's IFDI through the adverse function of globalization. Second, Korea's
IFDI has been converted to a market pursuit type being mainly leaded by non-manufacturing
industry. Since GDP is the largest FDI motive in this type of FDI, the key policy for IFDI promotion
is lying in the expansion of domestic market rather than deregulation.
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Table 1. Composition of 1,387 Foreign—-Invested Companies

(Unit: number of company, %)

Period 1 Period 2

Period 3 Period 4

(1962-1981)  (1982~1990) (1991~1997) (1998~2019)  Sudtow!
us 6 (14.6) 15 (20.0) 2% (20.5) 196 (17.1) 243
Japan 24 (58.5) 2 (29.3) 40 (315 213 (18.6) 299
Others 11 (26.8) B (50.7) 61 (48.0) 735 (64.9) 845
Total 41 (100) 75 (100) 127 (1000 1,144 (100) 1,387
Number of
Countries 9 17 18 M
Note: The figures in parenthesis mean the share out of the Period total.
Source: Ministry of Trade, Industry and Energy
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Table 2, Revenue Ratios by Each Sales Channel of 837 Foreign—Invested Companies on

Arithmetic Average Basis

(Unit: %)
D. Sales Export D. B2B D. B2C Average
Industry N US Japanothers US Japanothers US Japanothers US Japan others S'Elés Export B[;B BgC
X'a"- 451 628 659 655 37.2 341 345 532 602 587 95 57 6.8 653 347 587 6.6
verage
':\(/)gra'\gzn. 386 925 825 849 75 175 151 526 564 518 39.9 261 331 848 152 534 314
Average 837 753 725 754 247 275 246 530 58.6 552 223 139 202 743 25.7 56.3 18.1

Note: 1. D. means Domestic

2. N means total number of companies. Other figures are percentage values.
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Table 3. t-test of 542 US and Japanese Foreign—-Invested Companies

D. Sales Export D. B2B D. B2C

Al Industries Significant Not Significant Not Significant Significant
(US 243, Japan t=1.938, p=0.054  t=0.724, p=0.470  t=1.286, p=0.200 t=2.282, p=0.023
e P US 0.597 US 0.137 US 0.353 US 0.243

Japan 0.361 Japan 1.116 Japan 0.261 Japan 0.099
Man Not Significant Not Significant Not Significant Not Significant
(US '90. Japan t==0.771, p=0.441 t=1.184, p=0.237  1=0.508, P=0.612 t=1.416, p=0.160
174) » Jap US 0.343 US 0.216 US 0.298 US 0.044

Japan 0.289 Japan 0.163 Japan 0.266 Japan 0.023
Non Man Not Significant Not Significant Not Significant Not Significant
(US 153 Japan t=—1.488, p=0.138 t=1.047, p=0.296  t=1.121, p=0.263 t=1.482, p=0.140
2 P US 0.747 US 0.090 US 0.386 US 0.361

Japan 0.461 Japan 0.052 Japan 0.255 Japan 0.205

Notes: 1. Significant at the 0.05 level.

2. Each cell shows values in the order of significance, t-value, p-value, and averages of US and

Japan.

Table 4. Korea's Inward FDI Values and GDP Shares by Decades

(Unit: Hundred Mil US$, %)

1980 1990 2000 2010 2019
Flow Stock Flow Stock Flow Stock Flow Stock Flow Stock
IFDI 0.5 1.4 10.5 519 1151 4374 9.0 1,355.0 96.3 2,416.6
IFDI/GDP 0.1 1.7 0.4 1.8 2.0 76 08 1.8 06 14.6
Korea's GDP 654.0 2,833.7 5,761.8 11,440.7 16,514.2

Source: UNCTAD(IFDI), World Bank(GDP)
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Table 5. Korea's Inward FDI Values on Arrival Basis

(Unit: Million US$, Number of Company, %)

Period 1 Period 2 Period 3 Period 4 Sub
(1962~ (1982~ (1991~ (1998~ Total
1981) 1990) 1997) 2019)
FDI Value 1,478 4,397 10,615 208,953 225,443
All Number of FDIs 1,663 2,930 4,224 43,726 52,543
Countries Value per FDI 0.9 1.5 2.5 48 43
Annual Average Value 74 489 1,516 9,498 3,887
FDI Value 377 1,304 2,240 32,139 36,060
US Number of FDIs 306 838 1,183 6,182 8,509
Value per FDI 1.2 1.6 1.9 5.2 4.2
Annual Average FDI Value 19 145 320 1,461 622
FDI Value 814 2,067 1,734 29,412 34,027
Number of FDIs 1,193 1,472 1,398 7,384 1,447
Japan
Value per FDI g 1.4 1.2 4.0 3.0
Annual Average FDI Value 4 230 248 1,337 587
FDI Value 1,191 3,371 3,974 61,551 70,087
Number of FDIs 1,499 2,310 2,581 13,566 19,956
US - Japan
Value per FDI 0.95 1.5 1.55 4.6 3.6
Annual Average FDI Value 30 187.5 284 1399 604.5
Note: The ‘Number of FDIs' means the number of investments, not the companies.

Source: Ministry of Trade, Industry and Energy
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Table 6. t-test of Investment Amounts of US and Japan

Industry

Result

All industries Not Significant

Manufacturing Not Significant

Non Manufacturing Not Significant

t=1.822, p=0.069, US(243)=98894779, Japan(299)=64286106
t=1.036, p=0.301, US(90)=75319890, Japan(174)=60901915

t=1.497, p=0.136, US(153)=112762361, Japan(125)=68996900

Note: Significant at the 0.05 level.
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Table 7. World's Top 10 Investor Countries

(Unit: Billion US$, %)

Rank To the World To Korea
Country Value Share Country Value Share
1 us 7,650.0 22 US 24.0 17.9
2 China 2,198.9 6.4 Japan 19.2 14.3
3 Netherlands 2,089.7 6.1 UK 14.6 10.8
4 UK 1,965.9 5.7 Singapore 10.5 7.8
5 HongKong 1,804.5 5.2 HongKong 9.6 741
6 Japan 1,780.2 5.2 China 7.1 5.3
7 Germany 1,775.8 5.2  France 5.9 4.4
8 Canada 1,720.4 50 Germany 5.6 4.2
9 France 1,532.8 45 Australia 5.0 3.7
o Switzerland, 1,499.1 44 Molta 45 33

Liechtenstein

Notes: The bolded are the world's top 10 investor countries.
Sources: UNCTAD(World Stock Basis, MOTIE' s 1,387 Company Basis)
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Table 8. Industries of 1,387 Companies by Periods

_ Period 1 Period 2

Period 3 Period4

ndustry  (1962~1981)  (1982~1990)  (1991~1997)  (1996~2019) 5. Total
Total US Jap. Total US Jap. Total US Jap. Total US Jap. Total US Jap.
Man B 5 2 54 10 20 65 11 26 437 64 106 594 90 174
' @ @ ® @ 6 O 9 @O @O @) (@) (10 (1) (10) (10)
Non Man 3 1 2 20 5 2 62 15 14 707 132 107 793 153 125
' @ M @ @0 3 @ @) G 6 @4 @3 1) 14 13 (12

6 24 15 22 26 40 196 213
Total 4 @ ® 75 © 127 (10) (12) 1,144 (23) (21) 1,387 243 299
Note: The figures in parentheses indicate the number of industries.
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Table 9. t-test of US and Japan's Industries

D. Sales Export D. B2B D. B2C

US - Japan Significant Significant Not Significant Significant
(Man. 264 t=—2.851, p=0.005  t=3.814, p=0.000 t=—0.757, p=0.449  t=—4.646, p=0.000
Non Man ’ 278) Man. 0.307 Man. 0.181 Man. 0.277 Man. 0.030

) Non Man. 0.618 Non Man. 0.073 Non Man. 0.327 Non Man. 0.291
Us Significant Significant Not Significant Significant
(Man. 90 t=—2.095, p=0.037  t=2.383, p=0.018 t=—0.638, p=0.524  t=—3.334, p=0.001
Non 'Man’ 153) Man. 0.343 Man. 0.216 Man. 0.298 Man. 0.044

' Non Man. 0.747 Non Man. 0.090 Non Man. 0.386 Non Man. 0.361
Japan Significant Significant Not Significant Significant
(Man. 174 t=—2.249, p=0.026  t=3.767, p=0.000 t=0.216, p=0.829 t=-3.865, p=0.000
Non Man ’ 125) Man. 0.289 Man. 0.163 Man. 0.266 Man. 0.023

) Non Man. 0.461 Non Man. 0.052 Non Man. 0.255 Non Man. 0.205

Notes: 1. Significant at the 0.05 level.
2. Each cell shows values in the order of significance, t-value, p-value, and averages of
manufacturing and non—manufacturing.
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Table 10. Korea's IFDI Values by Investment Methods on Arrival Basis
(Unit: Million US$, %)
Period 4

Period 1 Period 2 Period 3

(1962~1981)  (1982~1990)  (1991~1997)  (1998~2019)  Sub Total
— - 3 79,520 79,553
M&A Value (0.0 0.0) 0.3) (38.1) (35.3)
. 1478 4,397 10,615 208,949 25,439
Total Arrival Value (100.0) (100.0) (100.0) (100.0) (100.0)

Note: The figures in parentheses indicate the shares out of the Period total.
Source: Ministry of Trade, Industry and Energy

Table 11. Foreigners' Equity Ratios of 1,387 Companies
(Unit: Number of Company, %)

Total us Japan
Industry . . .
Company Ratio Company Ratio Company Ratio
Man., 504 80.2 90 80.5 174 79.0
Non Man. 793 83.7 153 86.4 125 81.8
Total 1,387 82.2 243 84.2 299 80.2

Source: Ministry of Trade, Industry and Energy

Table 12. t-test of US and Japanese Companies with Foreigners' Equity Ratio over 50%

Industry Results

All Industries(432) Significant
(US 200, Japan 232) t=2.744, p=0.006, US 96.3, Japan 93.1

Man. Significant
(US 70, Japan 132) t=2.159, p=0.032, US 96.2, Japan 92.3

Non Man. Not Significant
(US 130, Japan 100) t=1.433, p=0.154, US 96.4, Japan 94.1

Note: Significant at the 0.05 level.
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