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Abstract

Foreign Direct Investment By Korean Firms:

Tests of FDI Theories

This paper analyzes data on foreign direct investment by Korean firms
in the light of (a) propositions in the theoretical literature on FDI and
(b) findings from previous studies of FDI by Third World MNCs. The data con—
cern FDI in manufacturing, natural resources, construction, banking and other
industries. The variables considered are home government policies, ownership
advantage, location, internalization variables, and elements of the product-
cycle theory. 1In addition, the geographical distribution and ownership pat-
terns which arise as a result of these variables are also considered. The
findings are generally consistent with many previous theoretical and empirical
studies. FDI by Third-World MNCs is subject to multifarious forces, as is FDI
by MNCs from industrial countries. There is therefore no single theory that

can adequately explain FDI by Korean-based firms.



Foreign Direct Investment By Korean Firms:

Tests of FDI Theories

The purpose of this paper is to determine whether existing theories of
foreign direct investment can explain FDI by Korean firms. The paper reviews
the theoretical literature on foreign direct investment and the findings of
studies of FDI from developing countries. Then it describes the basic patterns
and trends in Korean firms' FDI, and it compares the Korean experience with

previous theoretical and empirical studies.

Theories of FDI

Early FDI theorists such as Hymer and Kindleberger explained FDI as a con-
sequence of imperfections in goods and factor markets throughout the world. In
a perfect market, no advantage could accrue to multinational companies; some
advantages are required in order for the MNC to be able to compete successfully
in an unfamiliar foreign environment. As Kindleberger (1969, p. 13) stated:

For (foreign) direct investment to thrive there must be some imper-

fection in markets for goods or factors..., or some interference in

competition by government or by firms, which separates markets.

Numerous ownership—specific advantages have been suggested by other MNC
theorists: technology and marketing skills (Caves, 1971); oligopolistic market
structure and behavior (Kindleberger, 1969; Caves, 1971; Vernon, 1971); excess
managerial capacity (McManus, 1972; Wolf, 1977); financial and monetary factors
(Aliber, 1970), including access to cheap capital and diversification of
investments (Grubel, 1968; Rugman, 1976); access to raw material (Lall and

Streeten, 1977).
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The possession of ownership-specific advantages alone, however, would not
explain why a firm should engage in foreign production, since it could exploif
its advantages by licensing a foreign producer. In addressing this issue,
theorists such as Buckley and Casson (1976) have turned to the ideas of Coase
(1937), who introduced the concept of internalization. Since a market is
costly and inefficient for undertaking certain types of transactions, firms
may reject the market and organize these transactions within the firm itself.
For example, because of difficulties in placing a value on the knowledge
obtained from research and development, firms may internalize knowledge mar-—
kets by engaging in FDI.

Furthermore, however, ownership-specific advantages represent only a
necessary and not a sufficient condition for investment abroad as compared with
exporting from the home country. Location-specific factors therefore need to
be taken into account as well (Dunning, 1976). These factors include trade
barriers, host government policies, relative labor costs, and market size and
growth. One or more of these factors may encourage the firm to locate produc-—
tion facilities abroad rather than produce at home for export.

These three theories collectively represent the essential conditions for
FDI. However, the theories provide more satisfactory explanations of horizon-
tal FDI than either export—platform FDI in low wage countries or FDI in
resource-based industries. Additional factors need to be taken into account
in explaining those two latter forms of FDI.

The export—platform type of investment occurs when certain stages of the
production sequence are located abroad or labor-intensive products are manu-
factured in foreign countries. Much of Japanese FDI is of this type and an
increasing volume of US investment is designed to utilize inexpensive labor in

the Far East and elsewhere. The product-cycle theory of Vernon (1966) is
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relevant to this type of investment. According to that theory, in the last
stage of the product cycle a firm faces intense price competition because

the production technology has become widely diffused and the product has been
standardized. 1In such a situation, a firm may move its plants abroad to
increase its price competitiveness.

Resource—based FDI is also not adequately explained only on the basis of
market imperfections, internalization, and location factors. Japanese invest-
ment in extractive industries, for instance, is designed to reduce Japan's
overseas resource dependency. From an individual firm viewpoint, this is quite
compatible with the internalization model, but Japanese government policy also’
plays a key role (0Ozawa, 1975).

These and other theoretical propositions have been tested in several
recent studies of foreign direct investment by firms based in developing

countries.

Studies of FDI from Developing Countries

Wells (1977, 1981, and 1983) contends that FDI from developing countries
tends to flow from newly industrialized countries (NICs) to smaller and poorer
LDCs. In particular he contends that firms in NICs have acquired technology
from industrial countries and adapted it to the special needs of their home
markets. When products are later demanded in sufficient quantities in poorer/
smaller developing countries, production is shifted to those countries from the
NICs.

Wells (1981) provides several explanations for internationalization by LDC
investors. First, potential buyers do not have information about the manufac-
turing technologies of LDC investors because the investors tend to be less well
known than IC investors. Secondly, LDC firms' technologies are often not

patented. Thirdly, the knowledge of LDC firms' managers and technicians is not
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codified. Vernon (1979) has suggested that NICs, which produce innovations in
the form of a new product or a new process or a significant adaptation of
existing products and processes, are in a position to initiate their own
product—-cycle of exportation and eventual FDI toward the other LDCs--especially
countries that have lagged behind in the industrialization process. White
(1981), in his study of Latin American firms, found such a pattern of FDI flow.
Firms from larger and wealthier countries like Argentina, Brazil, and Mexico
are major investors in smaller and poorer countries such as Ecuador, Paraguay,
and Uruguay. Agrawal (198l) also found that most Indian FDI is located in Asia
and Africa.

As for the distribution of FDI across industries, Wells (1977) suggests
that LDC investors tend to be found in mature industries. Consistent with this
suggestion, Lecraw (1981) found that in the ASEAN region, compared with the
subsidiaries of multinationals based in industrial countries, the LDC investors
produce unbranded, low-quality products and compete on the basis of price. He
also suggests a modified version of the product-cycle theory as a partial
explanation for the internationalization of LDC firms.

With respect to the ownership pattern of FDI from LDCs, Wells (1977)
found that the vast majority of LDC investors use joint ventures with local
partners. In Indonesia only 13% of the projects of LDC investors were wholly-
ownedl--a preference that appeared to be due to exchange controls in their
home countries which made it difficult for them to gain a large portion of the
shares. Agrawal (1981) found that Indian investors have formed joint ventures
because the Indian government insists that its firms do so, preferably as |
minority equity holders. Lecraw (198l) observed a similar ownership pattern

of LDC investors in the ASEAN region.
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As for the ownership-specific advantages of LDC investors which enable
them to compete with local firms and local affiliates of MNCs from industriai
countries, Wells again contends that the advantages follow from the special
nature of the home markets. According to him, the LDC markets induce firms to
develop small-scale, labor-intensive processes and products and find ways to
substitute available local inputs for imported ones. As a result, the LDC
investors who have come to possess that type of technology would have a com-
petitive edge over multinationals from industrial countries because the
technology is more appropriate to the needs and socioeconomic environments of
host nations.

Ting and Schives (1981) conducted case studies of two Taiwanese firms.
One of their findings was that both firms, with little investment in R&D,
succeeded in making suitable adaptations in the original technologies imported
from ICs and the possession of the adapted techmologies gave them a competitive
edge in foreign markets. Lecraw (198l) confirmed the nature of technologies
possessed by LDC investors with the findings that the subsidiaries of LDC
firms were smaller in size, used more labor-intensive technologies, and
imported fewer inputs than those of IC investors. Other evidence is Agrawal's
finding (1981) that Indian participation in overseas joint ventures have been
primarily in the form of the supply.of capital goods, machinery, basic
materials, technical know-how, and management services.

However, interesting counter evidence is advanced by Namburddi, Iyanda,
and Akinnusi (1981). They found that 7 out of 8 subsidiaries of LDC firms in
Nigeria import their machinery from industrial countries, not from their home
countries. The authors argue that LDC firms nevertheless still have some cost
advantages over IC-based investors. In particular, cost gf managerial and

technical manpower is lower for LDC-based firms than for IC-based investors.
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The authors also point out that LDC firms have some marketing advantages that
pertain to product selection, distribution, and catering to the special
requirements of the local market.

Dunning (1981) has also attempted to explain the emergence of LDC
multinationals—-by reference to his eclectic theory of international produc-
tion. He postulates that the propensity of a country's firms for engaéing in
FDI is determined by ownership, internalization, and location advantages that
are available to them as compared to firms from other countries. Dunning also
contends that a country's investment position as measured by its "net foreign
investment“(FDI inflow minus FDI outflow) is related to its level of economic
development. He presents time-series data for Brazil and Korea that indicate
that net outward FDI from these countries has increased over time, and
attributes this trend to a rising ownership advantage rather than a falling
locational advantage of the countries.

Locational factors, however, may also have an effect on outward FDI from
LDCs. LDC investors have sometimes moved their plants to poorer LDCs to
exploit lower wages and lower managerial costs, and to avoid quota restrictions
imposed by some ICs on imports from selected LDCs. Chen (1981) found that most
Hong Kong firms were motivated by these factors. Jo (1981) also argued that
Korean FDI should be viewed as a means to increase the competitiveness of
export industries which are under increasing competition from other LDCs and
are experiencing "changing factor endowment."” FDI by manufacturing firms from
Hong Kong, Korea, and Taiwan was all characterized as a means to increase or at
least maintain their present level of exports to industrial countries. Busjeet
(1980) confirmed this motivation in Mauritius and the Philippines by finding
that the most important motivations behind FDI by LDC manufacturers were to

search for low cost labor and to avoid quotas.
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Foreign direct investment by LDC firms has also included resource-based
FDI, especially by Korean and Taiwanese firms. The motivation to secure vitai
resources in the midst of surging resource-nationalism has been noted in both
countries by Jo (1981) and by Ting and Schive (1981).

The overseas expansion of LDC financial institutions has also been studied
(Wells, 1977 and 1981). The geographic distribution of LDC banks is quite dif-
ferent from the distribution of FDI by LDC manufacturers. Approximately 100
out of 325 overseas branches and subsidiaries of 72 LDC banks were in indus-—
trial countries. Based on interviews with managers of LDC banks, Wells argues
that the reasons for the overseas expansion by LDC banks have close parallels
to the reasons for overseas expansion by IC banks: to serve home firms, to
serve foreign firms, and to serve their own operations such as fund-raising
and local retailing businesses.

Are the patterns and trends in Korean FDI consistent with the theoretical

propositions and the findings of these theoretical and LDC-MNC studies?

Patterns and Trends in FDI by Korean Firms

FDI by Korean firms started in 1968 with a timber project in Indonesia
which exported back to Korea. Since then, Korean FDI has continued to
increase, especially since the late 1970's. As shown in Table 1, major invest—
ments have been made in natural resources projects including mining, logging,
and fishing. Timbering and construction industries were major investors in
the early 1970's; trading, construction, and manufacturing industries played
the role of primary investors in late 1970's; and finally overseas mining
projects surged in the early 1980's. The surge in mineral investment of the
early 1980's, moreover, is expected to continue for at least a few years since
US$112.9 million in investments have already been approved by the Bank of

Korea,l while only US$46.7 million of investments have actually been
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undertaken. Major resources have already been developed in coal and also
timber in particular. The coal investments are concentrated in Australia and
North America and the timber investments in Indonesia. The investments in
resources have been undertaken by users and trading companies.2

Government Policies and FDI in Resources. Korea is heavily dependent on

overseas natural resources. Resources classified as SITC codes 2 or 3 comprise
approximately 45 percent of Korea's total imports. Fuel imports in particular
surged after the’oil price increases in 1979. In order to reduce Korean
dependency on imports from unrelated foreign suppliers, the government has
encouraged private and state enterprises to invest in overseas resource devel-
opment. The government, for example, provides loans at favorable rates for 30
percent of investments, as well as tax incentives and other administrative
support for “"development import projects."3

One may question what explains unique access to resources by Korean inves-
tors in competition with foreign investors. The answer may be quea's country-

: growing
specific ownership advantages. An advantage is the large andA?arket in Korea
for resources. The demand is vast, and Korea is switching from petroleum to
coal. (Most of mineral resource FDI is in coal.) Another important advantage
is the Korean government's financial support to reduce investment risks. Thus,
the government provides 30% financing of total investment through EXIM loans,
and it grants tax incentives and administrative support as well.

The government also plays an important role in promoting FDI in the con-
struction industry. The government has provided special financial and tax
incentives as well as assistance in training construction workers (Gymn, 1980).
In addition, Korean overseas banks have been encouraged by the government to
provide financing for construction firms. As a result, 30 percent of all com—

mercial loans by those banks have been made to the construction industry. The

government—owned Korean Exchange Bank has been a leader in this lending. (All

Korean banks were government owned until 1982, when some of them began to be
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denationalized.) Such government supports in effect enhance a competitive

advantage of Korean investors.

t

Ownership Advantages. Do Korean investors have a competitive advantage

over foreign competitors in the supply of small-scale and labor-intensive
technology? An indication that they do lies in the importation of machinery by
foreign affiliates from their parents. It fact, many Korean investors have
exported machinery and turnkey plant projects as well as raw materials to their
overseas affiliates.

For example, a Korean cement mill was expected to sell over US$6 million
of plant project, while it invested US$1 million for 60 percent ownership of a
cement mill to be established in the Philippines. A similar example is that a
plastic firm put up its used machines in exchange for 55 percent ownership of a
joint venture in Singapore. Overall, Korean manufacturing investors have
exported approximately US$100 million of machinery, plant, parts, and raw and
intermediate materials, while total investments have amounted to US$28 million.
Although the amount of exports includes the exports of raw material, the
figures strongly suggest a substanﬁial element of Korean technology in new
investments. This data thus}indirectly supports the ownership advantage theory
that LDC investors transfer technology.

Table 2 shows the size of individuai investments. FDI in trading and
transportation is small-scale because the investments are not normally made in
physical assets such as plants and large transport vehicles. As for manufac-
turing industries, investments over US$l million in size represent 1l out of a
total of 33 cases and approximately 75 percent of the total amount of FDI in
manufacturing. Although small-scale investments do exist, the data indicate
that Korea's investments are not consistently in small-scale projects. In
particular, it should be noted that resource-based FDI, except FDI in fishing,

involves some relatively large scale investments.
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As for the construction in&ustry, the ownership advantage is in the supply
of skilied and semi-skilled labor and in labor—intensive technology (David,
1984; Gymn, 1980).

FDI by manufacturing firms involves many types of products, though
technologically unsophisticated products tend to be predominant. Major
products are textile (5 out of total 33 cases), wood products(5), construction
materials(5), electric and electronic products(35, metallics(3), footwear(2),
rubber products(2), machinery(2), and others(7). These also tend to be Korea's
major exporting products.

Geographical Distribution. Resource-based investments are located in

resource-rich countries such as Australia and the Antilles for coal-mining and
Indonesia and Papua New Guinea for logging. FDI by manufacturing industries is
in poorer LDCs, especially in South East Asia. Construction is in major mar-
kets for construction projects. Trading firms, facilities for transportation
and warehousing, are in major trading partner countries (see Table 3).

The geographic distribution of FDI by Korean manufacturers is in line with
previous studies (Wells, 1977; Verﬁon, 1979; Agrawal, 1981; White, 1981).

Korean construction firms have been major foreign exchange earners since
the Vietnam war. They have accumulated technical capabilities and experience
in large-scale overseas construction projects in Vietnam and the Middle East.
The main reason construction firms have established joint ventures with local
partners is that they can improve their chances of obtaining contracts by
abiding by local participation requirements. Approximately one half of these
investments are located in the Middle East, 22 percent in North America, and 17
percent in Asia. It should also be noted that the establishments in North

America are often involved in trading construction machinery and materials.
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FDI by trading companies is a natural result of the rapid expansion of
Korea's exports. As Korea's exports were growing and competition in foreign
markets was intensifying, an increasing number of trading companies attempted
to integrate forward in their foreign markets by establishing branches,‘ware-
housing facilities, and distribution channels. Such investments by trading
companies are concentrated in three continents: 83 cases in North America 54
in Asia, and 43 in Europe.4

The geographic distribution of Korean banks abroad is in agreement with
Wells' finding (1977 and 1981). Table 4 shows that 65 out of 110 Korean
affiliates abroad are located in ICs and that 22 out of the other 45 are in LDC
financial centers such as Hong Kong and Singapore. However, Wells' suggestion
that the reasons for the overseas expansion of LDC banks have close parallels
to those for the expansion of IC banks is questionable. Interviews with mana-
gers of four Korean banks in New York City indicated that although serving
their home fi?ms (mostly trading and construction firms) and raising capital
from local financial markets were true, ethnic banking with Korean emigrants
was an important operation and business with foreign firms was minimal (see
Table 5).. An ethnic knowledge factor appears to be a competitive advantage
they possess over local and foreign corﬁpetitors.5 However, interviews with
those same bankers indicate that there were other motivating factors as
well--in particular to gain access to advanced banking techniques.

Export-Platform FDI in the Product Life Cycle. Export—platform FDI may be

designed to locate production in low—cost countries and serve home and foreign
markets at competitive prices——in the mature competitive phase of the product
life cycle. Six of the 28 Korean firms studied in detail were identified as
undertaking this type of investment: 3 textile plants in Sri-Lanka,

Bangladesh, and Honduras, 2 footwear plants in Sri-Lanka and Philippines, and
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1 chain plant in the Philippines. For example, in 1978 a footwear producer
located its production in an exporting processing zone in the Philippines and
has been serving North America and Europe. The investment involved US$1l
million. However, other projects involved much smaller scale investments
ranging from US$60,000 to US$450,000. Nevertheless, such projects can be
regarded as export—platform investments, and they therefore are consistent
with previous theory and research (Vernon, 1979; Chen, 1981; and Jo, 1981).

The Role of Trade Restrictions. Another important motivation for those

investments was to avoid trade restrictions such as import quotas and high
tariffs imposed by industrial countries. By locating their plants in countries
not under such restrictions, the Korea firms could avoid the trade barriers.
This is in accord with Chen's finding (1981) that Hong Kong firms engaged in
FDI to avoid import quota restrictions imposed by its major importing
countries.

In addition to FDI in offshore manufacturing facilities to avoid trade
restrictions, 3 cases of FDI by manufacturing firms were found as a means of
avoiding local trade restrictions-import and export. Gold-Star, a large con—
sumer electronics producer, established its manufacturing facilities, largely
for assembly operation, in the United States to avoid American quota restric-—
tions and potential anti-dumping suits. Without such actual and potential
restrictions, it would not have relocated its plant from the cheap labor to
the expensive labor country. The other two cases involved export quota regula-
tions in Indonesia. Two timber developers began to produce wood products for
the Indonesian market in 1980 and 1981, and in return they have received the
right to export more timber to Korea than the quotas have permitted.

Ownership Pattern. Table 6 shows the ownership pattern of FDI by Korean

firms. Two-thirds of the cases of FDI involve 100 percent ownership, and
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four-fifths of the cases involve majority ownership. However, the wholly
owned affiliates are highly concentrated in trading firms. Although there is
no comparable data for the ownership patterns of investors from other
countries, home country exchange controls which encourage LDC investors to
hold a minority ownership (Agrawal, 198l) do not appear to be important for
Korean FDI.

The joint venture, nevertheless, is the dominant mode of investments by
Korean firms in manufacturing, logging, fishing, and construction. One
explanation might be that LDC manufacturers have less to protect, although this
analysis may be in conflict with the notion of the advantage of LDC investors
in the adapted technology. One may suppose that since LDC manufacturing inves-—
tors are smaller in size, they have less ability to raise a large sum of capi-
tal and thus prefer joint ventures. This assumption is not valid in light of
Table 7, however; for the data there indicate that the size of investors is not
related to the ownership pattern. Therefore, it can be suggested that this
phenomenon might be industry-specific and/or home country-specific.

It should also be noted that fhe dominant form of mining investments, is
100 percent ownership—-which enables investors to control the destination of
the resources produced. A similar pattern is found in FDI in transportation
warehousing as well as trading-—a pattern that is consistent with their
internalization motive of forward integration. However, the local participa-—
tion requirement of a host government also appears to influence the ownership
pattern; thus construction firms tend to form joint ventures because of local

participation regulations in the Middle-East.

Summary and Theoretical Implications

The major findings from this study can be summarized as follows: (1) The

dominant type of FDI by Korean firms is in natural resources. The investments
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in overseas natural resources by Korean firms appear to derive from the large
size of Korean import demand and the government's financial support. (2) The
possession of labor—intensive technology which is a competitive advantage of
LDC investors over foreign competitors is indirectly confirmed for Korean
investors. However, the finding that Korean FDI in manufacturing is not
necessarily small-scale contradicts previous suggestions about the predominance
of small-scale technology and the smaller size of FDI from LDCs. (3) The
geographic distribution of manufacturing FDI is in accord with previous find-
ings that FDI flows from larger and wealthier LDCs to smaller and poorer LDCs.
As for non-manufacturing sectors, investments are located in resource-rich
countries and major markets. (4) Export-platform type FDI exists in Korean
outward FDI. (5) Trade restrictions imposed by major importing ICs motivated
Korean firms to locate their plants in countries not under such restrictions.
Local import and export quota regulations also motivatea them to invest in the
countries which imposed such regulations. (6) Korean investors ténd to hold
100 percent ownership in some sectors, but joint ventures are common in manu-
facturing. The former is in conflict with Wells' finding that LDC investors
the
use joint ventures more often. The size of investors fromhpanufacturing sector
did not show any relationship with the ownership pattern. (7) Ethnic banking
is an important motivation behind the overseas expansion of Korean banks.

These findings are therefore generally consistent with previous theorizing
about FDI and previous studies of LDC-based MNCs. There are diverse motiva-
tions and conditions that are operative in Korean—based FDI. The findings
furthermore reinforce the importance of differences in FDI across sectors—-—
manufacturing, natural resources, and banking. The findings also underline the
importance of the government policies of the home country and its trading
partners as well as host countries. Indeed, one of the challenges in future
studies of FDI--whether from industrial or developing countries--ig to analyze

more systematically the effects of governments' FDI and trade policies.
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FOOTNOTES

la11 capital outflow is subject to the Bank of Korea's approval in
accordance with Korea's exchange control regulations.

2The size of import demand for resources is the second largest in Asia.
Korea's Ministry of Energy Resources predicts that coal demand will grow
approximately ten-fold in 1980's. Most mineral FDI is coal.

3The government informally has promised to grant priority to state enter—
prises' purchase bids to the firms which participate in bids with resources

produced from the "development import projects.” See Korea Herald, February 4,
1978.

4The ‘African figure is overstated in the amount of investments since a
large number of loans were provided by parent companies because of difficul-
ties in local financing.

5Tschoegl (1979) also found that foreign banks in California had followed
their emigrant populations.



_16_

REFERENCES

Agrawal, R. G. "Third-World Joint Ventures: Indian Experience,"” in Kumar,
K. and McLeod M. G. (ed), Multinationals from Developing Countries,
Lexington, 1981.

Aliber, R. Z. "A Theory of Direct Foreign Investment," in Kindleberger, C. P.
(ed), The Intermational Corporation, Cambridge, Mass.: MIT Press, 1970.

Buckley, P. J. and Casson, M. The Future of the Multinational Enterprise,
London: Macmillan, 1976.

Busjeet, V. "Foreign Investors from Less-Developed Countries,” unpublished
doctoral dissertation, Harvard Business School, 1980.

Caves, R. E. "International Corporations: The Industrial Economics of Foreign
Investment,"” Economica, 38, 1971, pp. 1-27.

Chen, K. Y. E. "Hong Kong Multinationals in Asia: Characteristics and Objec-
tives," in Kumar, K. and McLeod, M. G. (ed), Multinationals from Develop-
ing Countries, Lexington, 1981.

Coase, R. H. "The Nature of the Firm," Economica, 4, Nov., 1937.

David, K. "Home Government Policy and International Competitive Performance
of Third World Corporations: A Study of Indian and Korean Service
Industries,” in Thomas L. Brewer, (ed.) Studies of Political Risks in
International Business (New York: Praeger, 1984), ch. 3.

Dufey, G. and Mirus, R. "“Foreign Direct Investment: Theory and Strategic
Considerations,"” Teaching Note #10, The University of Michigan, 1983.

Dunning, J. H. "Explaining Outward Direct Investment of Developing Countries:
In Support of the Electric Theory of International Production,"” in Kumar,
K. and McLeod, M. G. (ed), Multinationals from Developing Countries,
Lexington, 1981.

Dunning, J. H. Trade, Location of Economic Activity and the Multinational
Enterprise: A Search for an Electric Approach, University of Reading
Discussion Papers in International Investment and Business Studies
no. 37, October 1977.

Grubel, M. G. "Internationally Diversified Portfolios: Welfare Gains and
Capital Flows," American Economic Review, 58, 1968, pp. 1299-1314.

Gymn, Kyung-il. "Multinational Enterprises from the Third World," Journal of
International Business Studies, 9, 2, Fall 1980, pp. 118-122. i

Hood, N. and Young, S. Economics of Multinational Enterprise, Longman, 1979.

Hymer, S. The International Operations of Natiomal Firms: A Study of Direct
Investment, doctoral dissertation, Massachusetts Technology of Institute,
1960.




-17-

Jo, S. H. "Overseas Direct Investment by South Korean Firms: Direction and
Pattern,” in Kumar, K. and McLeod, M. G. (ed), Multinationals from
Developing Countries, Lexington, 1981.

Kindleberger, C. P. American Business Abroad: Six Lectures on Direct
Investment, New Haven, Conn.: Yale U. P., 1969.

Kojima, K. "A Macro-economic Approach to Foreign Direct Investment,"
Hitotsubushi Journal of Economics, 14, June 1973, pp. 1-21.

Kumar, K. "Multinationalization of Third-World Public-Sector Enterprise,” in

Kumar, K. and McLeod, M. G. (ed), Multinational from Developing Countries,
Lexington, 1981.

Lall, S. and Streeten, P. Foreign Investment, Transnationals and Developing
Countries, London: Macmillan, 1977.

Lecraw, D. J. "Internationalization of Firms from LDCs: Evidence from the
ASEAN Region," in Kumar, K. and McLeod, M. G. (ed.), Multinationals from
Developing Countries, Lexington, 1981.

Lee, K. D. "Foreign Banks in Korea," Monthly Review, Korea Exchange Bank,
Vol. XVI, No. 4, April 1982.

McNaus, J. C. "The Theory of the Multinational Firm," in Pacquet G. (ed.),

The Multinational Firm and the Nation State, Ontario: Collier-Macmillan,
1972,

Nambudiri, C. N. S., Iyanda, O. and Akinnusi, D. M. "Third World-Country Firms
in Nigeria," in Kumar, K. and McLeod, M. G. (ed). Multinationals from
Developing Countries, Lexington, 1981.

Ozawa, T. "Peculiarities of Japan's Multinationalism: Facts and Theories,"
Banka Nazionale del Lavaro Quarterly Review, No. 115, December 1975.

Rhee, M. J. International Banks and Financial Markets in Korea, Korea
Institute of International Economics, Seoul, October 1981.

Rugman, A. M. "Risk Reduction by International Divérsification," Journal of
International Business Studies, Fall-Winter 1976, pp. 75-80.

Thee, K. W. "Indonesia as a Host Country to Indian Joint Ventures,” in Kumar,
K. and McLeod, M. G. (ed.), Multinationals from Developing Countries,
Lexington, 1981.

Ting, W. L. and Schive, C. "Direct Investment and Technology Transfer from
Taiwan,"” in Kumar, K. and McLeod, M. G. (ed), Multinationals from
Developing Countries, Lexington, 1981.

Tschoegl, A. T. "Foreign Direct Investment in Banking in California,” Working
Paper 1058-79 MIT, Massachusetts Institute of Technology, 1979.



-18-

Vernon, R. "International Investment and International Trade in the Product
Cycle,” Quarterly Journal of Economics, 80, 1966, pp. 190-207.

. "The Product Cycle Hypothesis in a New International Environment,"
0xford Bulletin of Economics and Statistics, 1979.

. Sovereignty at Bay: The Multinational Spread of US Enterprises,
New York: Basic Books, 1971.

Wells, L. T. Jr. "The Internationalization of Firms from Developing
Countries,” in Agmon, T. and Kindelberger, C. P. (ed), Multinationals
from Small Countries, MIT press, 1977.

. "Foreign Investors from the Third World," in Kumar, K. and McLeod,
M. G. (ed), Multinationals from Developing Countries, Lexington, 1981.

. Third World Multinationals: The Rise of Foreign Investment from
Developing Countries. Cambridge, Mass.: MIT, 1983.

White, E. "The International Projection of Firms from Latin American
Countries,” in Kumar, K. and McLeod, M. G. (ed), Multinationals from
Developing Countries, Lexington, 1981.

Wolf, T. A. "Industrial Diversification and Internationalization: Some

Empirical Evidence,” Journal of Industrial Economics, 26, no. 2, 1977,




(9zv)
6€8°16¢C
(8T) 908ty
(S%) £L0°0%
(%%) S60°1C
(zs) TrL22
(98) 81v°‘ey
(€S) s6LCLT
(9%) ozz‘s
(02) 1L1°6
(61) 6%1°€T
(11) L06°E
(e1) ST11°¢¢
(8) 198°9
(11) €sv‘L
Te30L

(s2)
98% ‘91

96¢
ST
9¢€T
T26°T
916°C
00S°T
GZ8° 1
49
0809
€€
16€
969
L9Y

19430

(z1)
GZL 1C

0
[AX DL
5L
1Z€°€E
8ST L
0

84T
18¢
€¢
60T°T
VA dA
99¢°1
781°C

93®3lSy TRy

(L€2)
T10°CY

%719°¢
0499
71L°¢€
978°C
688°L
9¢1°8g
9.0y
0SZ
LE9T
0.9
215
%4
Va4

3urpeay

(L1)
£€88°C

00T
LET
s9¢
S%6
oge
869
90¢

[N eNeoNoN N

*sueag

‘B2J0) JO uegq

t90anog

*0€ Punf jo Se 2I® BIBP Z8ETo

*saeak snotasad TTe epnyour Loy3z f{9ATIRTINUND S1B BIRP 0L61q

(v4)
LTIEHE

96C°¢
v1ce
6€8°L
6.9°C
L09°TT
0

L1
91€°T
919
%66
996°T
68T°T
1%

*13s5u09)

(6€)
1Z%°LE

0
202y
6%7€°S
LTI1y
202°¢8
0
79G6°1
6€£0°C
€TLTT
%2

29

o%I

0

‘nuey

Le)
6%9°0T

0
LST
641
919°2
€9€°1
L20°¢S
60T
LET

0

Tve
6€¢S
%8

0

8utysTd

eS9sayjuaaed ur ssse) jo ioqunN — spuesnoyls Sq

L13snpu] pue aedx Aq--SWITI UBDIAOY £q T1Qg

T HI9VL

(6)
909 ‘0%

0s0°g
€S0°1T
0
€92°¢
8hh Yy
VAL AN
9z
9/6°¢€
860°‘¢€
cEL
89%°1
G96°C
8CT Y

Sur88o07

*s9sed poasoaddyy

(9)
o%LGY

06%°Z¢€
6€0°0T
16L°1
7€0°T
98¢

[eNeNoNeNoNoNoNe)

SuTuIR

Te3lol

2C86T
1861
0861
6L6T1
8/61
LL6T
9/61
SL6T
v.61
€L6T1
CTL6T
T.61
qO0L6T

aeayx



*B9I0) JO Mueg :90In0g

*s309foad posoadde jou ‘sivefoad Tenjoe Jo Iequnyg

9te €1 o1 881 ST 6¢C €€ YT 8 9 Te3aoL
1y 4 S € 0 8 1T 4 9 Y =000T1
9¢ 1 0 6 (4 L S 0 T 0 666-006
0s [4 13 LT 1 .S 6 4 -0 I 66%-00¢
LS € 1 8¢ 9 9 € 0 0 0 66 T-00T1
¢ST S 1 111 9 € S ] (0} 0 1 66-T1
Tea0] aay3lQ 23elsy 3urpear *suei] *13suo) ‘nueR Sutystg Sur3801 SUTUTH 000%Sn
Te?y

e(sao9foag yo asquny)
SwaiTd ueaa0y £q s3osfoag Iad Jo °2TS

¢ d19dVL

.IO -



€T
L
r4
91
71
8
(o]
(09¢)
978°79¢
(L£1) 000°€8
(22) 9gg st
(8%) 0L2°L
(61) 78L°8S
(11) €69°0¢
(s€) 01812
(80T) S£8°60T
Te3ioL

N AHANO MO
— N~

(}d)
LTV LT
oev‘t
Shy
€70°¢T

L06°T
98¢

19430

NOOA-OWAN
—

0

1)
#%2°0¢

19%

69

012
GGT
621°C
0
(YAAVAN

23e3S8Y Te9Y

4 0
(A 0

€1 Y

1 0

LYy 1L

1 LT

1 8
(0072) (L1
9T1L°9Y% 79%°c
LT1°1 0
GGZ0T 0
L62°9 81¢
0€9 0
70022 098°¢€
49 L%6
09L°S 61Y
3urpeay *suB1]

0 €

9 1T

0 0

0 T

A4 1

€S L

61 8L
mmwmudmuumm
€19) (v€)

TL0°LE  T116°99

0 086°T

€02°C 90€‘L

0 0

0 0S¥y

066°L 006

799°6T 60L°Y

91Z°L 99616

*13suo0) *nueR

n

—OWnNnWOWAHOH
(32}

(62)
5686

%1
€05°¢g
001
€6S°¢E
86%

0

06

SutysTta

Y

LWCONOOON

(6)
8TT°9%

00S ‘6T
0

0

0

00¢

0
820992

8ut838o

gSoSayjuaied UT S9SB) JO Joquny — spuesnoyyl $sn

A13snpul pue UOTIBDOT Aq——SwiTd ueaaoy £q Iqad

£ dIdVL

N

HOOOOOoO«N
<

L)
006°CT1

19€°8¢S
0

0

8v6° €S
1

0

066

SUTUTR

*s9sed poaoaddyy

BTUB3D(Q
BOTIIV
adoanyg
BOTISWY UTIJeT]
BOTISWY YJIAON
Ised STPPTH
BISV

Telor

BIUBDD(Q
BOTaIV

adoanyg
BeOTa9WY urle]
BOTA3WY Y3 aoN
IS®ed STPPTH

BISY

UOT3IBO0T



Location

USA

Japan
France

UK

Canada

W. Germany
Netherlands
Singapore
Hong Kong
India
Others

Total

*Separate data not available; included in the Others' category.
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TABLE 4

Korean Banks Overseas——by Location

(As of February, 1982)

Subsidiary

N WO OO OOON

O

Branch

1

N PN HEDND U E OO

w
o

Rep. Office

1

OV LTINS DN OO

—
O

62

Total

28
14

¥ W W HE N WWW

110

Source: Lee, Kyung-Duck, "Foreign Banks in Korea," Monthly Review, Korea
Exchange Bank, Vol. XVI, No. 4, April 1982, p. 4.
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TABLE 5
Allocation of Loans by Korean Banks Abroad

(As of the end of 1982)

By Customer

Korean Firms 577%

Koreans Abroad 147

Foreigners 5%

Financial Institutions _24%
100%

By Purpose

Trade Financing 27%

Construction Project Financing 327

Bill Discount 23%
Others 87
100%

Source: Bank of Korea.
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TABLE 7
Relationship between Ownership Pattern and Size of Manufacturing MNCs
(Number of Cases)
Ownership Size of MNC (Assets in US$ millions)

Share in .
FDI Project Less than 1 1-9 10-19 20-29 30-49 50-

1-247% 0 0 1 0 0 1
25-497% 4 1 2 1 2 0
50-99% 4 4 0 1 1 3
100% 1 0 0 0 0 1

Source: Bank of Korea.




