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The Industry-Specific Determinants of Korea's
Foreign Direct Investment Inflows and Qutflows

Kyoung Kim*
Abstract

This study investigates the determinants of Korea's FDI inflows and outflows by using
industry-level data. For the methodology. it utilizes the regression analysis with pooled
cross-section and time-series data of nine manufacturing industries based on two-digit
Korean Standard Classification System, covering from 1989 to 1994 period. The regression
analysis employs seven independent variables reflecting industry characteristics, which are
technological intensity, product differentiation, capital intensity, economies of scale,
general level of skills, labor intensity, and industry size. Its results show that the
determinants of Korea's FDI inflows are not identical to those of its FDI outflows. The
former is not greatly different from those found in previous empirical studies which
focused on FDI by firms from developed countries.

It was found out that foreign firms investing in Korea tend to take advantage of such
monopolistic assets as technological know-how and economies of scale to serve local
market. On the other hand, Korean firms going abroad are competitively in a weak
position in terms of those assets vis-a-vis multinationals from developed countries. Korean
firms have a tendency to make more investments in industries with less advertising and
capital intensity. These facts imply that competitive advantages of Korean firms do not
coincide with those of multinationals from developed countries. This study. however, could
not specifically identify the former’s competitive advantages, which remains to be done by
future research.

* School of Business, Keimyung University
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