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Analysis of Success and Failure Cases by

Korea Business Direct Investment in China

by Joe, In-Hee

Economics of Graduate School of Business Administration

Pukyong National University Pusan, Korea

While China has adapted the slogan of utilitarianism since
1979, they have been propelling reforms of their domestic
economy at large and economic opening to other nations. And
they have opreferred technologv-intensive investments to
simple-assembly processing investments after in the middle of
1980’s.

However in those days economic realities of regional-unit could
not regulate foreign investments for exporting industries due to
their weak technical level. That's because it should be necessary
for their country to make more jobs and increase exports in the
short and middle run than technology transfer.

Coming in the 1990’s, China started to impose strictly
restrictions on foreign direct investments in Yon-Hae as far as
the export industry of simple-assembly processing sector
concerned except for in the middle-west inland area. As
Western economic sanctions against China had removed and
China had recleased the open policy on all sectors, foreign's
investment in China have started to skyrocket suddenly. That’s



because China have abundant and rich in labor forces, natural
resources and huge markets.

China have tried to change attraction policy for foreign's
investments from simple-assembly processing investments of
labor-intensive to international company’s high technology sector
of capital-intensive. These strategies have played an important
role to attract leading multinational companies in high technology
such as mobiles, communication facilities. Besides, they had
enlarged investment admission of target industry from
manufacturing—concentrated industries to service-concentrated
industries thank to industry opening in the early 1990’s and
commerce, trading business, communication service, agency,
insurance business, tourism in the late 1990’s.

Considering geographic relations between Korea and China

for our companies, it is very close. Therefore it must be offering
Korea’s companies new opportunities due to China’s opening
policy. Korea's companies have invested in China which is rich
and abundant in labor forces and natural resources since 1988
through the third nations such as Hong Kong and Japan, and
have increased their investments with amity between two nations
in 1992,
Because the number of direct investment against China is 6087
and the size amounts to 54.1 millions at the end of 2001, China
is one of the greatest investment nations for Korea following to
U.S. Korea overcame crisis of foreign exchange wisely and made
investment for China more and more at the time China joined
WTO.

In spite of quantitatively increase of investment for China,
most of the advancing Korea’s enterprises into China have been
not established properly due to many troubles in management

and lost original investment aim, finally are considering



themselves withdraw. That's because most of the Korea’'s
enterprises thought China just as a huge market and did not
recognize their culture and market research correctly.

So the way of Korea's enterprises to advance is to aim
China domestic market and understand China market in the long
run by not using low labor and labor expenses at initial
investment. And Korea's enterprises should inform their company
image. Moreover to summarize generated problems and
management realities of advanced companies is better for
potential enterprises to minimize their learning expenses by
obtaining these results.

Therefore this paper is focused on success and failure cases
of advanced enterprised, and by doing so we can inform
enterprises willing to invest in China of minimizing learning
COSts.
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