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Abstract

A study on the activation plans of Korean
Companies’ U-turn to Korea from overseas

Li Xin

Advisor: Prof. Lee, Jeong— Ho Ph. D.
Depar tment of International Trade
Graduate School of Chosun University

To archive sustainable economic development, Korea requires an open
economy, and also free trading is a basic condition for open economics. This
is exceedingly true to all the countries and regions in the present world.
Free trading has become one of the most significant trends of the world
development.

So, the way of economic relationship is based on the FDI(Foreign direct
investment). FDI plays an extraordinary and growing role in global business.
It can provide a firm with new markets and marketing channels, cheaper
production facilities, access to new technology, products, skills and
financing. For a host country or the foreign firm which receives the
investment, it can provide a source of new technologies, capital, processes,
products, organizational technologies and management skills, and as such can
provide a strong impetus to economic development.

Making a direct foreign investment allows companies to accomplish several
tasks: avoiding foreign government pressure for local production,
circumventing trade barriers, hidden and otherwise, making the move from
domestic export sales to a locally-based national sales office, capability to
increase total production capacity, opportunities for co-production, joint
ventures with local partners, joint marketing arrangements, licensing, etc.



The U.S. subprime mortgage crisis was a set of events and conditions that
led to the late-2000s financial crisis, characterized by a rise in subprime
mortgage delinguencies and foreclosures, and the resulting decline of
securities backed by said mortgages.

External factors such as slowing global economy and the credit crunch
problem since the U.S. subprime debacle are globally—shared chal lenges which
Korea cannot do much about, the problem is that foreigners are not really
attracted to Korea anymore and, also wages in China and south-east asia
countries are climbing at 15 to 20 percent a year, according to Boston
Consulting Group on Wednesday, 23 May, 2012 and speed to market is becoming
more critical, as companies keep lower manufacturing places and inventories.

To meet consumer's desires, the customized products are become more and
more ravenous. |n order to stay relevant, companies have to be able to adapt
very quickly. The way is being somewhat close to target market. Instead of
producing a big lot overseas and shipping it market, companies can now
rapidly assemble supply chains wherever they're selling the product. They
save on logistics costs, take advantage of the local currency, and generate
good will in the market.

The other hand, the main production base in the emerging markets of
worsening business environment, EU, signed an FTA with the advantages of
domestic production as they emerged in the domestic, the atmosphere is
expected to increase the demand for domestic return. It is well known that
the producer benefits as firms into China due to the haze content market,
including wage increases, the regulations of the Chinese government,
interest groups, proliferation, piracy, imitation gradually being destroyed
in Concerns about technology l|eakage, deterioration, hidden costs, such as
the incidence of global companies with a production base in the emerging
markets are common opinion.

And our government support measures to strengthen the national U-turn for
companies in these flows. Support measures, such as the Korea U-turn for
corporate income tax exemption for a period of time, giving industrial
complex rent wupon reduction was announced. Also accessories, clothing,
shoes, electronics, and machinery industries, such as the recent launch

_Vi_



industry U-turn TF(task force) and U-turn plans to install and operate the
Corporate Support Center, KOTRA, and won policy measures to strengthen the
one-stop support services are taking place. Actual case of these industries,
it has been reported that the group U-turn are willing to.

In this study, comes to the company's overseas markets, foreign direct
investment theory and FOI inflow factors, global FDI trends and
characteristics Korea's direct investment in structure and features and at the
same time looking examined. Environment to enable domestic investment plans
and the national U-turn for Korea U-turn activation policies, especially
through previous studies were examined comprehensively and systematically
classified as a U-turn policy enable comparative study suggested.

Domestic factors are as follows;

First, China's investment environment changes(Chinese  government
regulation and control, strengthening China wages surge, fierce competition
of Chinese mainland companies and environmental issues raising).

Second, promote the Korea FTA and FTA spread the wor Id.

Third, other factors(Lack of synergies due to the simple production areas,
Overseas orientation, industry specific advance, uniformity and simplicity
of foreign aid agencies, lack of overseas and local policy U-turns of the
corporate social responsibility)

The problem of Korea U-turn strategies are as fol lows;

First, the overseas |liquidation Ilimits, Second, tax abatements, land
purchase costs and support limits, Third, the relationship between support
and trade frictions, Fourth, local governments attract marginal, Fifth,
corporate-friendly policy limits.

Through the U-turn, Korean economy as a whole production firms to prevent
the relocation of production to China and are able to attract and facilitate
investment already entered the company's U-turn and the effect of increasing
the employment, as well as harbor(or airport) in the position of the traffic
increase due to the effect of causing the U-turn companies will be able to
receive benefits.

First, it is needed to make goals and directions for the u-turn policies;
the promote measures and directions of U-turn and policy measures.

- vi —



Second, the government's supports are needed to expand; have to support of
strengthening and target mitigation, have to utilize Free economic zone , have to
leverage FTA, have to Invest constraint relieves, have to clear the obstacles to
resolve the investment of new growth engines, have to raise a virtuous cycle of
SME support, have to supply the effective land to run company.

Third, it is needed to use the FTA advantages; Enterprises of Korea FTA
Utilizing a U-turn support, FTA linking the free economic zone enhanced the
attractiveness of investing, actively attract foreign investment through the
FTA effects.

Fourth, it should take advantage of the Kaesong Industrial Complex; must
develop Kaesong Industrial Complex performance, must have the competitiveness
of the Kaesong Industrial Complex, and must overcome the challenges and
limitations.
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= Xlet Greenfield® FDI= 2000 0il 1244 =

ot0d 20030l 359 EelE JISFotALt. 20048 =FE= HHM FOIRt €el
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<HE II-9> Greenfield& FDI2 MHEYE =0|
(Sl oHOE &Y ,%)
MHER AERE 2000 2003 2006 2007 2008 2009 2010
SMNEE B02 48,419 26,330 23,937 7,845 77,455 96,557 100,312
HdeX2o|2 B04 76,376 12,229 211,020 5,445 35,381 55,384 73,283
N B06 711,191 37,680 261,377 182,390 376,390 142,330 829,223
o|or B10 75,235 15,695 50,749 7,545 40,323 225 290,203
Sel B11 35,800 14,579 36,920 28,412 245,426 300,000 95,932
1IXHIE 2SS B16 212,715 3,250 2,578 3,693 3,669 286,788 26,484
QB2 2| H| B19 1,463,567 99,272 20,819 160,858 29,816 105,960 142,099
I AHEX B23 538,097 12,747 55,710 415,633 205, 176 344,306 288,982
B B25 866,935 105,684 | 1,515,89 20,599 380,719 1,291,279 | 700,042
=N B29 397,588 881 840 20,599 10,379 417,237 372,157
NESAHES B30 79,003 59,849 152,442 185,507 221,488 66,856 2,089,33
et B31 356 128 89,204 28,646 13,734 98,342 17,79
Db B36 10,104 4,585 23,845 11,209 15,393 9,356 104,453
CAMNSE) co1 1,976,713 | 453,670 330,902 1,542, 24 541,659 797,456 931,013
=t c04 176,001 502,539 7,107 5,350 25,418 990 21,387
2828 c05 1,339,473 | 466,194 | 1,3®,25 | 1,5%,03 | 1,971,603 | 669,342 690, 640
2o c06 791,114 334,009 325,348 890,692 685,049 1,349,728 | 2,5%,03
HIZLIAMHIAS co7 549,286 215,910 331,650 894,288 802,595 966,771 514,415
F:1) 22 RANAHQ E2 ALY T HH(0] 2 Yo RXAMS 22 1 1),
2) S92 =Z20| A LIEL AED HAEE LHIEY.

A=z NAZHE, 2011
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<H lII-10> MEAE FDI2l &AFHE 0|
(=1 & €d)
AAES AMRIAE | 2000 2003 2006 2007 2008 2009 2010
Iy BO1 150 340 0 0 0 13,381 0
sMzE B2 35918 | 15973 35,855 70 27,063 257 200
doxzoz BO4 20008 | 2,624 18,393 331 50,182 0 434
I BO6 18085 | 457,950 | 100534 | 8562 59365 9,301 17,513
12 9 Z3ag BO7 29,618 | 88,153 95370 | 21,475 56,941 22,566 3,180
oo B10 17,762 0 5,187 32,081 0 36 418,100
IF=ES B15 60000 | 90,046 | 154971 110 1,536 7,710 41,995
a2 g 7|7 B19 9311 | 105460 | 168089 | 65080 | 92,169 1,848 77,689
HI7| AN B23 12,009 | 5956 17,657 | 27,696 68,346 3,872 28,770
B A B25 87394 | 8461 46789 | 115738 | 232558 4395 | 343700
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o= 2,083(7.7) 2,289(9.9) 919(150.4) 942(128.7)
EU 3,196(A39.7) 5,032(57.4) 584(34.6) 643(37.9)
e 414(159.5) 651(57.2) 96(47.7) 107(48.5)
JIEt 5,404(107.3) 3,330 (238.4) 320(A52.4) 648(26.1)
A 13,071(13.8) 13,674(4.6) 2,346(17.0) 3,007(42.1)

H SZE

[ CH
Az 2HEXN g5 HdZHMURel, 8Akz, p.14.

<H IV-6> ZBE #HE SXH(UWEZ, SIHE%)
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T 2010 2011
1/4 20| 4192 =
PN[[Eg=e 6,658(78.8) 5,657(215.0) 1,480(88.0) 1.974(140.8)
MHIAS 6.302(A17.0) 7,270(15.3) 835(30.4) 1,000(A21.5)
JIEt 111(A32.8) 747(572.1) 32(69.5) 32(45.5)
S 13,071(13.8) 13,674(4.6) 2,346(17.0) 3,007(42.1)
* ()= dESIIUHl B2 E
s 1 2HEH &S HIAZ MU, 8AXE, p.14.
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