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ABSTRACT

A Study on the Korean Enterprises’ Investment Revitalization to

China according to the China’s Investment Invitation Policy

Kim Sang-duk
Advisor : Prof. Kim Myung-ho Ph.D.
Department of Trade

Graduate School of Chosun University

China which was placed to the center of international economy at the time
of globalization has executed economic reform and opening policy since 1978
under the leadership of Deng Xiaoping from the impoverished and backward
economic reconstruction due to the Great Proletarian Cultural Revolution. During
the period, there was up and down Iin economy in exXecuting its economic
reform and opening, but at present China becomes the first economic country in
the growing rate of economy by accomplishing economic growth of more than
7~8% a year. Since China put its high target to the economic construction, it
has reformed economic structure domestically and has kept open-door policy
externally. China’s reorganization of economic structure is that all the economy
systems are changed to the most suitable economic development, and the
direction is the invitation of market economy. At that time, China’s open-door
policy was to enlarge export and Iinvestment invitation by strengthening

technology exchange with all the countries in the world for its economic
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growth.

Therefore, China’s foreign direct investment was necessary because of
lack of domestic capital and technology. Also, economic communication between
Korea and China has been expanded by leaps and bounds since the
normalization of diplomatic relations in 1992. Because Korea was adjacent
geographically and had the similar culture, Korea has considered China as the
largest investment area with infinite possibility and cultivation.

Korean enterprises’ investment to China has continued to 1996. Although
the investment was a little decreased with the foreign exchange crisis of Korea
in 1997, it has increased and reached to US$ 2,287,100,000 from 1998 afterward.

Korean enterprises’ investment to China has been expanded in quantity,
but there were many problems because of changing circumstance and a lot of
trial and error. Korean enterprises coped with keen competition with Chinese
enterprises as well as multinational enterprises in China to lead the domestic
market of China because China’s industrial structure has been changed and its
domestic market has been expanded. As many Korean enterprises lack of
experience and information about Chinese market, they waste time and expense
by trial and error, not understanding the China’s special policies, legislations,
systems, culture and politics etc.,, and so they sometimes got the bad
investment circumstance.

With this, China which has vast territory is in confusion of enactment and
execution of legislations accompanied by economic reform and opening policy.
And so there are many differences between the legislations and those of actual
practice. Therefore, Korean enterprises should understand investment systems
and the actual practice by doing prior research for China’s investment

circumstance, a special feature and market structure.



In view of this, this thesis aims at presenting a way of successful entry
into China and offering the good information for the Korean enterprises in
China and expecting companies.

Under the circumstance, the ways of investment strategy and promotion
are presented as follows : First, Korean enterprises should set up systems to
cope with the market environment, the level of technology and market prices in
China.

Second, Korean enterprises should expand R&D and use intellectual
property. And further, they should strength the competitive power of intangible
property and should center on the joint investment with those of China. With
this, it is necessary for Korean enterprises to consider M&A for the invitation
of foreign investment.

Third, with the pace of sudden investment circumstance and uncertainty,
Korean enterprises should make thoroughly prior preparation and adaptability
research to China for their successful investment, and securing good labor
forces. Above all this, it is necessary to make use of 'GuanXi’ for the broad
understanding of Chinese culture and formation of human relations.

Forth, Korean enterprises should face with the economic change of China,
diversify the investment area in China and make credit with the local
employees.

Fifth, Korean government should strengthen the economic relations with
China for the new formation of the two countries, and also make
countermeasures. On the other side, Korean government should promote
corelations with China through the better understanding and the expansion of
tour exchange. Besides, it is important for Chinese to understand Korea through

the Korean Wave.
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Since the China’s entry into the WTO system, the foreign enterprises
have increased the investment to China and it is expected to make severe
competition in China. Accordingly, it is also expected to make large investment

of Korean enterprises to China. And so Korean government should make a way

to enter into China for the Win-Win relations rather than competitive relations.
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<F NV-1> 0 g N BhE EE B

A7 = I A

LS

AT 5 9 AT 5 9
1988 2 34 1 0.1
1989 12 98 7 64
1990 39 556 24 162
1991 112 847 69 425
1992 269 2,231 170 1,411
1993 631 6,227 381 2,637
1994 1,065 8,249 841 6,331
1995 885 12,823 751 8,411
1996 925 19,536 733 9,012
1997 751 9,143 630 7,257
1998 317 8,958 263 6,780
1999 552 4,823 457 3,487
2000 905 9,317 766 6,130
2001 1,125 9,928 1,032 5,800
2002 1,515 20,204 1,333 8,944
2003 1,701 24,907 1,592 12,875
2004 2,246 36,761 2,150 22,871
2005.8 1,684 24,852 1,657 18,684
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A A 1,263 | 2,323 | 3,136 | 4,415 | 3,648 | 4,730 | 3,281 | 4,980 | 5,044 | 3,449 | 3,660
WF=r| 264 | 633 | 841 | 901 | 726 | 678 | 349 | 613 | 580 | 894 | 1,288
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d = T=S AR d=5 FAM) A-B A/B
1992 120.3 141.1 -20.8 0.85
1993 384.5 263.7 120.8 1.46
1994 794.9 633.1 161.8 1.26
1995 1,190.5 841.1 349.4 1.42
1996 1,357.5 901.2 456.3 1.51
1997 2,140.0 725.7 1,414.3 2.95
1998 1,803.2 678.0 1,125.2 2.66
1999 1,274.7 348.7 926.0 3.66
2000 1,500.4 613.0 887.4 2.45
2001 2,151.7 580.0 1,571.7 3.71
2002 2,720.7 894.4 1,826.3 3.04
2003 4,489.0 1,287.5 3,201.5 3.49
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<FE V-4> wEEel Wb Mk EE

34

(9] 2 &, )

R A O I I B I S B o I < S A B =
A e e ! )
a 3 - - - 1 - - 1 - 2
1989 = 4 4,450 - - - 450 - -1 1,000 - 460
199 a T 6 7 1 2 1 1 - 2 - 4
= 4 5,741 4724 45 1,305 200 900 - 1,740 - 1,519
1991 a T 18 16 5 4 8 3 - 3 2 11
= 4 | 14952] 7333 813] 2629 2052 3,030 - 1,050  1,206] 7,969
1992 Aa T 69 33 11 18 6 6 5 7 2 13
= ¥ | 49394| 15850 2,846| 7970 27249 4335 4932 8557 2365 17,629
1993 a 107 77 30 49 26 18 9 10 2 53
o 9 | 87,640| 43807| 14,490 24,088| 14,448| 18400| 4,856 11,750 856| 43,347
1994 a5 208 189 87 92 67 40 22 19 10 107
= 9 | 203587| 59,364| 24,888| 108,312| 31,733 56,857| 33,680 25917 2,325 87,809
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(&9 %)
BEIDP ) RREOP L aqas [anas | A0
1985 29.5 24.8 234 6.5 4.3
1990 28.9 28.0 272 9.0 259
1995 29.2 29.2 235 8.9 11.9
1997 28.7 29.5 21.2 4.7 -2.3
1998 30.5 29.0 19.5 -6.9 -22.9
1999 30.6 31.8 19.8 9.5 8.3
2000 31.3 33.8 20.2 8.5 12.2
2001 30.3 334 19.7 3.8 -0.2
2002 28.8 334 19.1 7.0 6.6

A7 a2 ECOS(www.bok.orkr).

wip Bd o] M mEiE7 s GDPOlA AAst= HlFs <E N-12>01A4 H

20029 71 28.8% % 19903 A o] M[d ¢Eolw, A GDPolA AHA| sk

Hl T2 19901 9] 28.0%0 A 2315 2002 334%% S 7Fstolth. webA =2 i

- 135 -



SREEERTES] mhE ) AlZ7) kel RUXAY FBMEe A ofEde obg 7

AlgtE ol A= e AA ot

ol
\C_IJ

o
2

WS RN RES QR Wt ma BAF o) 4F - FHE AT
of olstwl el Wikdol AEY AGAF, BT A Tz 19009 T Fur
So 2 EAFaE QAW Gorlzt fAGE Jem, AAAY Az 4
Haiol HARHATRL Y A ofuga wHR Aok FAW F AT
WE, Ok, S8 5 3309 Azg ZAES BWEENS RESHENS 7z
= g A5 AT WHY HPEECL 3T F MF A2 2FYL RolFa
A RS Be AZQY FEH AYHUA A EEe] oF A

awl LEMEA 7 A 5 drh QA QR gwe kg @A

FolAl= d@Ae HAv WY B5 2

o

Hd3t Aol LU= FlahA
B pnEME M ol A = o WEbu A g a ledl, ol= @B fliEZEo]l At st
258 oo Fol e fEmel FHete] E¥8E FAsAT] o

PrigRiEe] gt @A Axd vso] shebels i TR dede dAgHe
SrstA ek AEjolth. @A AAH L A= B 247 HHAAL] AT
Aols JrdEZe] Aedy2rt BdAst ] el pEXRZEN ] A7 A4
SHAl o2 Aotk Bk je HtE e A% FAavE el ol 53 £A17t
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F.u.,

105) o]l AF -« 5 3(2004), TAdE 2L gfrte]
p. 23.

106) Nam, Young Sook(2004), “China’s Industrial Rise and the Challenges Facing
Korea”, East Asian Review, Vol. 16, No. 2.(Summer).
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Tz o8y FA45HA Fo] 5T 19989 o] F ¥ K e T 2 A

713(2003. 9), “T =2 WTO 7k ol &=l FA Agstel @5 7149 o
A EFZ gy, TR A, #1284 Zﬂ4§ ﬂ%’%‘l‘“—% 3], pp. 206~207.
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