b ] ;E ;
Korea Trade Review (Korea Trade Rev. ; F-&J8}3]A]) H 5 ¥ § :{
Vol. 47, No. 6, December 2022 (pp. 173-187) ISSN 1226-2765 (Print)
https://data. doi. or. kr/10. 22659/KTRA. 2022. 47. 6. 173

5120| HOIE FDIQ $&0| ABEH o7

P
iz

220t BRICS™E ZA

oN

o

A Study on the Relationship between FDI Outflows and
Export from Korea to India

Shin-Jou Kim
BRICs Major, Hankuk University of Foreign Studies, South Korea

Received 29 November 2022, Revised 27 December 2022, Accepted 30 December 2022

Abstract

Since the economic reform 1991, Indian has been implementing policies to promote trade and foreign
direct investment (FDI). In particular, since the inauguration of the Modi government in 2014, India
has created an economic environment in which more FDI can be launched and more jobs created
in manufacturing sector. This study aims to analyze between FDI outflows and export from Korea
to India. Using the quarter data from 2000 to 2021, this study examines panel regression. From the
panel regression result, Korea’s FDI outflows to India has a significantly positive impact on the
Korea’s export into India. Therefore, the relationship between FDI outflows and export from Korea
to India is complementary. It is due that Korea’s companies invest into India directly for the purpose
of construction of production factors, and export capital goods and intermediate goods for producing
in the factors. Therefore, for promoting FDI and export between Korea and India, Korean
government should do continuous economic cooperation and discussion for the cooperation with
Indian government.
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Fig. 1. Korea's Exports to India from 2000 to 2021
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Table 1. Export Share of Individual Industries
(Unit: %)

m @ @ @ (5) (6) (@) 8 (@ (1o (1) @12
2000 0.29 018 1798 1093  11.35 0.14 096 1228 1865 1455  10.48 2.20
2001 0.23 0.18 9.06 7.40 9.61 0.16 167 1089 1608 2454 1838 1.79
2002 0.29 0.18 9.64 8.96 8.48 0.29 1.79 180 2034 22 14.38 1.61
2003 0.14 0.14 7.73 6.34 451 0.43 0.43 7.81 13.04 3492 2374 0.77
2004 0.08 0.09 8.32 7.16 3.67 0.55 044 1337 1420 3167  19.64 0.82
2005 0.05 0.08  10.02 9.05 2.63 0.32 063 1577 1445 3193 1425 0.84
2006 0.05 007 1291 8.13 1.91 0.29 0.81 1548 1891 2027 1.3 0.94
2007 0.04 0.10 14,14 8.55 1.58 0.28 0.63 272 19.75 13.25 17.86 1.09
2008 0.03 007 156 9.68 1.97 0.23 032 1959 1506 1555  21.45 1.03
2009 0.05 0.09 13.21 12.10 1.48 0.12 0.35 21.50 15.17 16.75 17.43 1.74
2010 0.03 008 1433 1207 1.18 0.11 0.21 1964 1655 1559 1873 1.49
2011 0.03 007 1577 1259 1.26 0.13 050 2043 1537 1468 1753 1.65
2012 0.05 005 1795 1425 1.29 0.16 164 2073 1266 1279 16.77 1.67
2013 0.05 005 1979 1575 1.08 0.17 160 1835 1435 1501 11.67 2.12
2014 0.05 0.04 17.23 15.28 0.9 0.21 2.82 20.45 13,07 18.92 9.03 1.95
2015 0.06 006 1230 1432 0.93 0.24 259 2159 1230 212 1152 1.96
2016 0.08 007 1292 149 1.00 0.21 289 2209 1342 2149 8.19 272
2017 0.06 005 1309  13.26 0.93 017 1023 2.2 116 2.7 5.51 2.55
2018 0.05 007 1549 1545 1.06 0.23 064 258 1582 16.69 5.42 3.27
2019 0.05 008 1623 1377 1.03 0.30 0.71 2456 1457  18.41 7.00 3.30
2020 0.07 013 1843 1375 0.90 0.36 0.51 2138 1375 18.49 9.20 3.04
2021 0.05 012 239 1632 1.10 0.33 053 2412 1125 17.32 5.67 2.80

Note: (1) is animal and vegetable, (2) food manufacturing, (3) mineral and chemical, (4) plastics and
wood, (5) textiles, yam, and fabrics, (6) clothing, (7) shoe-stone product, (8) steal and metal, (9)
machinery, (10) electrical and electronic, (11) railways and vehicles, and (12) optical and

precision.
Source: Korea Customs Service (2022)
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Table 2. Number of New Korea's FDI Companies to India from 2000 to 2021

No. of New Korea's FDI

Korea's FDI outflow to India

VEED Companies in India

2000 7 15
2001 13 3
2002 1 48
2003 14 17
2004 28 43
2005 38 7]
2006 76 102
2007 103 514
2008 68 195
2009 47 243
2010 60 199
2011 66 457
2012 52 323
2013 4 347
2014 39 337
2015 55 365
2016 55 337
2017 113 516
2018 119 1,072
2019 129 453
2020 75 625
2021 56 343
Total 1,256 6,673

Source: Export-Import Bank of Korea (2022)
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Table 3. Number of New Korea's FDI Companies and FDI outflows by Sector to India

(2000~2021)
Industry g(?rﬁp(gni'\tlazw (Il\:llallioc:lmlfjgvli\;)

Agriculture, forestry, and fisheries 6 5
Mining 1 0
Manufacturing 630 4867
Water, sewage and waste disposal, and raw material recycling 1 8
Electrical, gas, steam, and air conditioning supplies 6 76
Construction 115 234
Wholesale and retail 191 369
Transportation and warehouse 44 111
Accomodation and restaurant 45 8
Information and communication 64 169
Finance and insurance 6 66
Real estate 8 167
Professional, science, and technology services 56 22
Busi_ness facility management, business support, and rental 51 65
services
Education services 20 18
Arts, sports and leisure services 2 1
Health and social welfare services 2 0
Associations and organizations, repair and other personal services 8 1
N/A 4 0

Source: Export-Import Bank of Korea (2022)
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Table 4. Definition of Variables

Variable Description Source

InEr. - log-linear value of Korea's export to India in i industry at t Korea Customs
b - Raw data unit of export is 10 million USD. Service

In FDI - log-linear value of Korea's FDI to India in i industry at t Export-Import
“t . Raw data unit of FDI is 10 million USD. Bank of Korea

In ) - log-linear value of India's GDP to India in i industry at t

IND;, - Raw data unit of India's GDP is India's Rupee. IMF
1nER,;7t - log-linear value of Korean Won per Indian Rupee IMF
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Table 5. Descriptive Statistics

Industry Variable Mean Std. Dev. Min Max
Ingz,, 6.990 0.919 17.338 3.043
) InFDI, 0.606 2.062 0.621 0.196
Animal and Vegetable In7ND,, 533 0,000 16.247 2716
InER,, 8.317 7576 18.265 3.341
InEx,;, 7.305 2.662 17.337 3.043
) InFDI;, 0.600 3.788 0.621 0.196
Food Manufacturing InIND,, 6.073 0.000 16.247 2716
InER,, 8.821 11.930 18.252 3.341
Ingz,, 12.389 2.061 17.337 3.043
. . InFDI, 1.035 3.234 0.621 0.196
Mineral and Chemical InIND,, 10.181 0,000 16,247 2716
InER, , 13.673 13.456 18.252 3.341
InEx;, 12.211 5.257 17.337 3.043
. InFDI;, 1.063 3.446 0.621 0.196
Plastics and Wood InIND,, 9.972 0.000 16,247 2716
InER;, 13.444 10.396 18.252 3.341
Ingz,, 10.369 1.651 17.337 3.043
. ) InFDI, 0.221 2.745 0.621 0.196
Texiles, Yam, and Fabrics /vy 9.189 0.000 16,247 2716
InER;, 10.833 7.871 18.252 3.341
InBz,, 8.262 0.219 17.337 3.043
. InFDI;, 0.946 1.012 0.621 0.196
Clothing InIND;, 4927 0.000 16.247 2716
InER;, 9.745 5.263 18.252 3.341
InBz,, 9.515 0.305 17.337 3.043
InFDI;, 1.243 1.041 0.621 0.196
Shoe-Stone Product InIND,, 7575 0.000 16,247 2716
InER;, 14.195 5.288 18.252 3.341
InEy, , 12.671 7.581 17.337 3.043
Steal and Metal InFDI;, 1.106 3.435 0.621 0.196
In/ND;, 10.159 0.000 16.247 2.716
InER;, 13.864 16.781 18.252 3.341
Ingz,, 12.334 5.584 17.337 3.043
Machinery InFDI, 1.535 2.864 0.621 0.196
InIND;, 0.000 0.000 16.247 2.716
InER;, 13.570 10.845 18,252 3.341
InEx;, 12.734 6.764 17.337 3.043
Electrical and Electronic InFDL, LT 5 0.621 0.1%
In/ND;, 10.166 0.000 16.247 2.716
InER;, 13.866 11.041 18.252 3.341
Ingz,, 12.262 8.478 17.337 3.043
. . InFDI,, 0.790 2.976 0.621 0.196
Railways and Vehicles InIND,, 10.124 0.000 16.247 2716
InER;, 13.454 12.414 18.252 3.341
Ingz,, 10.314 1.665 17.337 3.043
) - InFDI;, 1.105 2.289 0.621 0.196
Optical and Precision InIND,, 8.39 0.000 16.047 2716
InER;, 11.969 6.542 18.252 3.341
InEx;, 10.613 3.595 17.337 3.043
InFDI, 2.282 3.966 0.618 0.196
Total InIND,, 0.000 0.000 16.247 2716
InER;, 14.195 16.781 18.265 3.341

Note: Observation of each individual industry is 88,

and total is 1056.
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Table 6. Panel Unit Root Tests

LLC Test Hadri LM Test IPS Test
Variable (t-statistics) (z—statistics) (Z-t-tilde—bar statistics)
level level level

] _ -26.946™" -98.312"** -21.988"*
BT (0.000) (0.000) (0.000)

1 - —22.9547 -97.9354 —-21.4928
nEDL, (0.000) (0.000) (0.000)

1 ‘ —26.041 -99.849** -22.105"*
NIND;, (0.000) (0.000) (0.000)
—27.603"" -90.916™" -20.817

InER, , (0.000) (0.000) (0.000)

Notes: 1. The figures in parenthesis are p values.
2. ™ denotes statistical significant coefficients at 1%.
Table 7. Estimation Result of Equation (2)
Variable Pooled OLS GLS FE

InFDI, 0.302** (0.015) 0.019** (0.008) 0.018** (0.008)
1HINDM 0.520"* (0.167) 1.183"* (0.063) 1,187 (0.063)
InER;, —-0.534 (0.520) 0.263 (0.191) 0.267 (0.190)
Constant 2.138 (4.289) -10.772"* (1.648) -10.847"** (1.587)
R-square 0.353 0.535 (within) 0.535 (within)

Notes: 1. The figures in parenthesis are standard errors.

2. ™ and ** denote statistical significant coefficients at 1%, 5%, respectively.
3. R-square (within) describes the goodness of fit for the observations that have been adjusted

for their individual means.
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