
 

 

저 시-비 리- 경 지 2.0 한민  

는 아래  조건  르는 경 에 한하여 게 

l  저 물  복제, 포, 전송, 전시, 공연  송할 수 습니다.  

다 과 같  조건  라야 합니다: 

l 하는,  저 물  나 포  경 ,  저 물에 적 된 허락조건
 명확하게 나타내어야 합니다.  

l 저 터  허가를 면 러한 조건들  적 되지 않습니다.  

저 에 른  리는  내 에 하여 향  지 않습니다. 

것  허락규약(Legal Code)  해하  쉽게 약한 것 니다.  

Disclaimer  

  

  

저 시. 하는 원저 를 시하여야 합니다. 

비 리. 하는  저 물  리 목적  할 수 없습니다. 

경 지. 하는  저 물  개 , 형 또는 가공할 수 없습니다. 

http://creativecommons.org/licenses/by-nc-nd/2.0/kr/legalcode
http://creativecommons.org/licenses/by-nc-nd/2.0/kr/


Master’s Thesis of International Studies 
	
	
	
	
	
	

Analysis of South Korea's Direct 
Investment in Shandong Province of 

China 
	

	
중국 산동성의 한국 직접 투자 분석 

	
	
	
	
	
	

February 2020 
	

	

Seoul National University 

Graduate School of International Studies 

International Area Studies Major 

	

	

WANG Huayan 



Analysis of South Korea's Direct 
Investment in Shandong Province of 

China 
 

 

Thesis Advisor: Cheong YoungRok 
Submitting a master’s thesis of International Studies	

	
	
	

February 2020	
	
	
	

Graduate School of International Studies 
Seoul National University 

 International Area Studies Major 
WANG Huayan	

	
	
	

Confirming the master’s thesis written by 
WANG Huayan  

 
 

February 2020	
	

Chair      조영남   (Seal) 
Vice Chair     안재빈   (Seal) 
Examiner     정영록   (Seal)



	

Abstract 

 

   Since the establishment of diplomatic relations between China and South Korea, the two 

countries have maintained close economic cooperation and became important trading partners. 

China has become Korea's largest investment market, the best investment target and the first-

ranked investment destination. Shandong Province, with its irreplaceable geographical 

location, cultural commonality, market size and economic advantages, has always been an 

important investment province of South Korea in China. No matter from the aspects of the 

number of companies or the size of funds, South Korea has always been at the forefront of 

foreign investment in Shandong Province, as well as an important force that cannot be ignored 

in the process of promoting Shandong's economic development. The investment of Korean 

companies in Shandong Province is more independent, and the industry sectors they have 

invested in have experienced considerable changes in the past 30 years. While Korean business 

capital is infiltrating Shandong Province, it will inevitably have a profound impact on bilateral 

trade, local employment, and industrial structure. Admittedly, in the nearly 30 years of 

exploration, Korean enterprises have also encountered a variety of local problems. In the future, 

under the situation of the rise of unilateralism and the friction of state relations, it is the main 

topic of this paper to discuss the direction of investment of Korean enterprises in the future 

and how to help Korean enterprises better and more efficiently invest in Shandong Province 

and even in China. 
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Chapter 1. Introduction 

 

1.1  Research Background and Significance 

   With the rapid development of China-ROK economic and trade relations, South Korea has 

gradually become China's most important source of foreign investment and trading partners, 

while China has also become Korea's largest investment destination and the second largest 

commodity export market. The development of economic relations between China and South 

Korea is largely based on direct investment that promotes cooperation between the two sides 

in trade, finance and even international economic affairs. South Korea’s direct investment in 

China plays an important role in the future development of economic and trade relations 

between two countries. 

    Shandong Province, as the third largest province in China with a total GDP, has strong 

development potential. Coupled with the geographical location that across the sea from South 

Korea, as well as abundant natural resources and human resources, Shandong has become one 

of the most important strategic investment destination in mainland China since the 

establishment of diplomatic relations between two countries. In order to avoid investment risks 

and to foresee the future investment trends, as a bridgehead for economic exchanges between 

both sides, it is of great significance and value to pay attention to the investment changes of 

Korean enterprises in Shandong Province. 

	

 1.2 Research Question 

   Since the establishment of diplomatic relations between China and South Korea in August 

1992, China and South Korea have experienced dramatic changes in economic strength, state 

relations and people's psychology in different historical stages. The Asian financial crisis in 

1997, the formal entry of China into the WTO in 2001, the signing of the China-ROK Free 
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Trade Agreement in 2012, and the outbreak of the THAAD incident in 2016 are all important 

issues affecting the history of China and South Korea. Under such specific background 

conditions and policy guidance, it is bound to have an impact on South Korea's investment in 

Shandong and even in mainland China. Therefore, which kind of changes the investment of 

Korean enterprises in Shandong has experienced over time? This is the first question in this 

article. 

   The success of foreign investment is highly correlated with host country policies and 

regulations. A good foreign company should also benefit the local government and people's 

lives while gaining commercial benefits. Although Korean companies' investment in 

Shandong Province started late, they are large in scale and wide in scope, accounting for a 

considerable proportion of foreign investment. It can be said that Korean companies have 

already integrated into the daily lives of the Shandong people. So, what kind of impact did 

Korean companies have on the local economy during their 30 years in Shandong? This is the 

second question that this article will explore. 

   The economic activities and politics of any country are inseparable. In recent years, due to 

the driving of national interests, the international political situation has changed. The THAAD 

issue has not yet emerged from the haze, and the Sino-US trade war that has continued to 

ferment since 2018, the recent escalation of the relationship between South Korea and Japan, 

as well as the rise of the US-led unilateralist forces has undoubtedly affected the investment 

and economic and trade fields between China and South Korea. But at the same time, it is 

gratifying that the "One Belt, One Road" policy advocated by China, the entry into force of 

the China-ROK Free Trade Agreement and the establishment of the China-ROK Free Trade 

Area, as well as the development of regional cooperation between China, Japan and Korea are 

all promoting the increase of China and South Korean positive factors of investment. Therefore, 

in such a complicated and rapidly changing international situation, in the third decade of the 
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21st century, can China and South Korea break the prejudice and restore the inertia of mutual 

cooperation and development? And what areas of cooperation could be done in the future? 

This is the third question raised in this thesis. 

	

1.3 Research Methodology 

   In order to solve the above problems, this article will mainly use the quantitative research 

method to analyze the changes of various economic data over the years through a large number 

of statistical data and annual reports that can be accessed on the internet, making efforts to 

obtain a more convincing argument result. Here, the most important and reliable sources of 

data are numerous. For example, China's data includes China's foreign investment reports 

published by the Ministry of Commerce and other central ministries, as well as the economic 

data from statistical and research institutions like Shandong Foreign Investment Bureau, the 

Shandong Provincial Bureau of Statistics, the Shandong Provincial Foreign Trade and 

Economic Cooperation Department, and the Shandong Institute of International Economics. 

As well as the Shandong Statistical Yearbook for each year, and statistical yearbooks of major 

cities such as Qingdao and Weihai. In terms of policy, this paper mainly collects various plans 

issued by the National Development and Reform Commission of China, as well as various 

guidance issued by Shandong Province to the province to guide China-South Korea investment. 

    In terms of the data from Korean side, the economic data compiled and published by the 

government agencies including the Korea Export-Import Bank, the Korea Ministry of Finance 

and Economy, the Korea Trade and Investment Promotion Agency (KOTRA), and the Korea 

Ministry of Industry and Resources, and also including the data from Korea Chamber of 

Commerce and Industry, Korea Trade Association, and Korean National Economy,  Federation 

of People's Federations (WEI), Small and Medium Enterprise Promotion Corporation, and 

various investigation reports produced by the Korean Research Centers commissioned by 
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major newspapers and large companies. There is also a source of information on a series of 

cooperation agencies such as the China-Korean Chamber of Commerce. 

     In addition, when analyzing the investment status of Korean enterprises in Shandong 

Province, the comparative research method was used to make a horizontal comparison 

between the investment proportion of Korean enterprises in Shandong Province and other 

provinces or cities of China, as well as the differences between Korean and other countries’ 

FDI in Shandong Province, so as to finally analyze the significance of Korean enterprises in 

Shandong Province as well as Shandong’s importance to Korean overseas investment. 

			

	

1.4 Literature Review	

			

   Foreign direct investment can promote employment, increase production efficiency, transfer 

technology and production experience, and promote long-term development of exports and 

developing countries. Therefore, countries with various economic levels use foreign direct 

investment to promote economic development. FDI is the largest source of external financial 

assistance for developing countries. Developing countries are often subject to capital in the 

process of development, and developing countries are working hard to improve their economic 

environment and strive to attract foreign capital inflows (Liu Guoping, Tan Xiuying, 1993). 

China has also tried different ways in attracting foreign investment and fortunately the 

performance and potential of FDI are better than those of other countries with the same level 

of development. 

    Shandong Province has introduced FDI since 1979. Especially since the 1990s, FDI has 

grown rapidly in terms of quantity, scale and speed of development. Attracting FDI and 

utilizing the diffusion effect of international technology is gradually becoming one of the 
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leading factors for technological progress and economic growth in Shandong Province (Wu 

Shasha, 2007) Historical research shows that China's coastal areas have become the largest 

foreign-invested region in China because of its geographical location, favorable trading 

conditions, and less influence from the planned economic system. According to District 

Advantage Theory proposed by Isard, the role of the host country's location factors in attracting 

foreign investment cannot be ignored. The theory makes a comprehensive analysis of the 

location factors of the host country. The market conditions of the host country, trade barriers 

and host government policies are also important factors influencing the investment choices of 

multinational companies. According to this theory, the district advantages of Shandong 

Province can be explained from the aspects of geographical advantages, social cultural 

background, and policy factors etc. The details will be analyzed below. 
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Chapter 2. Location Advantages of Shandong Province 
 

	
   The population of Shandong Province has reached 100 million in 2017. It is the second 

largest province in China after Guangdong so it has abundant labor resources. Meanwhile, the 

urbanization rate reached nearly 62% in 2018, which means a huge consumer market. 

Geographically, Shandong Province is located in the vast North China Plain of China. With a 

wide arable land and good climatic conditions, Shandong Province has developed into one of 

China's important agricultural provinces. For example, Shouguang City, which is affiliated to 

Weifang, has the largest vegetable wholesale market in China. In addition, Shandong Province 

has a long coastline and abundant marine resources due to its geographical advantages. The 

aquatic industry is also quite developed. It is worth mentioning that Shandong Province is also 

rich in oil resources. Shengli Oilfield of Dongying City has the second largest oil industry base 

in China. It can be said that the human resources and natural resources of Shandong Province 

are very rich, with irreplaceable location conditions and advantages 

 

	

Table 1. Major Social and Economic Indicators of Shandong Province (2018) 
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2.1 Geographical Advantages 

   Shandong is located in the eastern coastal areas of China. The coastline of Shandong is 

3024.4 kilometers, accounting for 16.7% of the national coastline, which ranks second among 

the provinces and has 26 developed coastal ports. Therefore，the transportation is quite 

convenient to elsewhere. South Korea and Shandong are located along the coast of the Yellow 

Sea, and are close to coastal cities such as Qingdao, Weihai and Yantai. Among them, Weihai 

and South Korea's Incheon Port are only 93 nautical miles in straight line, which is the closest 

place between China and South Korea. Since the first sea route Weihai-Incheon route between 

China and South Korea has opened in 1990, Shandong has gradually increased passengers and 

cargo liner routes from Yantai, Shidao, Longkou, Qingdao and Rizhao to South Korea. In 

addition, Qingdao, Yantai and Jinan have direct flights to South Korea. This geographical 

advantage not only promotes bilateral trade, but also saves management and transportation 

costs for Korean businessmen in Shandong and reduces intermediate links, further improving 

the economic benefits of Korean enterprises and stimulating the development of Shandong's 

economy. In addition, Shandong and China's three Northeastern provinces are connected by 

the Yantai-Dalian Railway ferry, which is adjacent to the energy-rich provinces such as 

Shaanxi, Shanxi and Henan, and also connected to the Yangtze River Delta economic zone 

composed of Jiangsu, Zhejiang and other provinces and cities. Shandong is located in China's 

sea, land and air transportation. The Shandong peninsula port group and the eastern coastal 

ports have sea routes running through. At the same time, the Beijing-Hangzhou Grand Canal 

also runs through the province from northwest to southeast. The Yellow River flows from the 

southwest of Shandong to the northeast and finally injects into the Bohai Sea in Dongying City.     

     Shandong's highway traffic ranks first in China. The railway is mainly based on Beijing-

Shanghai and Jiaoji lines. The two lines of Beijing-Kowloon and Xinhe-Yanshi, forming a 

criss-crossing railway network. There are airports in Jinan, Qingdao, Yantai, Weihai, Weifang, 
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Jining and other cities with more than 290 routes, which constitute a developed land, sea and 

air traffic network. Convenient inland transportation can also make Shandong a medium for 

economic exchanges between South Korea and other provinces or cities in China. 

	
	

	

2.2 Cultural Similarities 

   Cultural customs are also an important factor affecting foreign investment. Both China and 

South Korea have a tradition of advocating Confucian culture, and Shandong is the birthplace 

of Confucian culture. Whether it is the general exchange between people or business 

cooperation, Confucianism emphasizes credibility and affection. That is one of the reasons 

why so many Korean companies prefer to invest on the Jiaodong Peninsula. One example for 

explanation, when the Southeast Asian financial crisis began in the second half of 1997, huge 

amount of Korean economies was affected, and Korean-invested companies investing in 

Shandong Province have also got in big troubles. The Shandong Provincial Party Committee 

and the Provincial Government implemented a timely decision named “special ways to special 

affairs” especially for Korean-funded enterprises, and designated specialized departments to 

accept and solve the difficulties encountered by Korean-owned companies in customs 

clearance. Providing financial assistance to very few important Korean-owned enterprises as 

well, and reducing some taxes to help Korean companies tide over difficulties. South Korean 

investors have been greatly moved so that they could strengthen their confidence to constantly 

invest in Shandong investment in the future. 
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2.3 Human Exchanges  

 Recently, the exchanges and cooperation between Shandong and South Korea's sister cities 

have become more depth, symbolizing the increasingly active humanities exchanges between 

two sides. Among the 154 pairs of friendly provinces (Similar to Korean “do”) or cities that 

China and South Korea have established, Shandong has 21 pairs of them. The unique location 

advantages, investment and living environment, and convenient transportation make 

Shandong a “land of paradise” in the eyes of neighboring Koreans. In cities such as Qingdao, 

Yantai and Weihai, “Korean elements” have become the biggest feature of urban development. 

According to figure estimates, about 100,000 Koreans live and work in Shandong for a long 

time. South Korea is also one of the largest source countries in the Shandong tourism market, 

which receives about 1 million Korean tourists every year. 

 

 

2.4 Economic Market 

   The Korean economy has risen under the policy of “Trade Establishing the Country”, and 

developed bilateral trade must be realized by broad market. Therefore, regions with large 

market scale or deep development potential will be the ideal location for Korean capital. 

Shandong has a large population, and its purchasing power and market consumption potential 

are huge. With the development of the economy, the purchasing power of the people will be 

unprecedentedly improved. Shandong has a large population base and small changes in per 

capita purchasing power can expand the market size and provide more opportunities for local 

sales of Korean-owned enterprises. 
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2.5 Industrial Structure  

After three times of industrial structure changes in South Korea, emerging industries have 

further developed into a direction of high industrial relevance and high added value. On one 

hand, Automobiles, electronic appliances, precision machinery, office automation, etc. have 

formed industrial comparative advantages. On the other hand, resource-intensive and labor-

intensive industries such as steel, chemicals, processing industries and textiles are eager to 

move overseas. Although Shandong has a solid industrial base and a complete range of 

industries, the overall industrial development is not that high. It is urgent to introduce relatively 

advanced technologies and funds from abroad, which also provides conditions for the overseas 

transfer and diffuse their marginal industries in the restructuring of the three industries. In 

addition, Shandong Province is rich in mineral resources and labor resources, and it is very 

attractive for Korean companies which need to import 96% of the raw materials from abroad 

for industrial development.  

South Korea's investment in Shandong Province is dominated by labor-intensive and 

resource-intensive industries. For example, in Weihai, the hotspots of Korean investment are 

mainly focus on garment processing, electronics, food, aquatic products and handicrafts, and 

the number of enterprises accounts for more than 50% of the total Korean investment 

companies. The investment fields of Korean-owned enterprises in Qingdao are also highly 

concentrated in machinery manufacturing based on steel resources, and food processing 

industry or light industry based on agricultural products. 
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Chapter 3. Management Results of Korean Enterprises in Shandong Province 

	
   The above paragraphs have already briefly introduced and analyzed the location advantages 

and importance of Shandong Province to South Korea's investment in China, as well as 

Korea’s strong economic coverage compared with other foreign capital. Since the 

establishment of diplomatic relations between two countries, South Korea’s investment in 

China has multiplied several times in nearly 30 years of development, and the total investment 

in Shandong Province has remained basically in the status of the largest foreign country. Then, 

for the business results and performance of Korean companies in Shandong Province, this 

chapter will briefly focus on the five aspects of investment amount, corporate scale, investment 

form, industry sector, and withdrawal situation. 

	

	
3.1 Investment Amount 
	
    Compared with many other countries, South Korea’s direct investment in Shandong started 

at 1988 after 10 years of “reform and open” which is relatively late, but its investment speed 

grew faster. In 1989, only three South Korean direct investment companies were opened in 

Shandong, with a total investment of only 4.16 million dollars. Since the establishment of 

diplomatic relations between two countries, the investment situation of Korean companies in 

Shandong has generally shown a trend of increasing first and then decreasing, both in terms 

of the number of newly registered companies and the investment amount. Particularly in 

certain specific years, due to the influence of political affairs or the international situation, the 

phenomenon of rapid increase or decline have occasionally occurred. Therefore, the reasons 

behind are also worth analyzing. 
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Table 2. South Korea's Investment Amount in Shandong Province (1988-2019.9) 
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    Judging from the data listed in the above table, South Korea’s investment in Shandong 

Province has mainly experienced two periods of rapid increase. The first time appeared 

between 1993 and 1994 after the establishment of diplomatic relations between China and 

South Korea. Obviously, the formal political exchanges between two countries not only create 

basic conditions for Korean companies to enter China, but the Chinese government also 

provides considerable policy support to attract. In these two years, the amount of South 

Korea’s investment in Shandong Province has almost doubled. The second increase occurred 

in the four years when China officially joined WTO. On December 11, 2001, China announced 

its formal participation in WTO, which marked a new stage for China's industry to open up to 

the outside world. Of course, South Korea's large and small enterprises have not missed this 

historical opportunity and actively increased their investment in China. During this process, 

Shandong, as the nearest Chinese province to South Korea, naturally became the frontier of 

South Korea's investment in China. In 2005 and 2006, Shandong Province accepted Korea's 

largest investment funds and tripled compared with 2001. South Korea's investment in 

Shandong Province reached its peak at this time, which means that South Korea has 

undoubtedly become the largest overseas investment country in Shandong Province, and 

Shandong has also undoubtedly become one of the most important overseas investment 

markets for Korean companies. 

    Admittedly, South Korea’s investment in Shandong Province has also experienced three 

periods of decreasing. The first decline occurred mainly during the 1997 Asian financial crisis. 

As one of the most affected countries in the financial turmoil, South Korea is naturally 

having no time to take overseas markets into account and tighten investment in 

overseas regions. In 1998 and 1999, the number of new corporations and the investment 

amount of South Korea in Shandong Province became the lowest since the establishment of 

diplomatic relations between China and South Korea. The second decline occurred after the 
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2008 financial crisis. The crisis has reduced the number of South Korean investment in 

Shandong Province by half, so that it could no longer be restored to the previous large-scale 

investment. The third decline occurred after the THAAD incident that broke out in 2016. As 

the THAAD issue has become more and more serious, the "Korean restrictions" issued by the 

Chinese government has not only made it more difficult for Korean companies to enter the 

mainland market, but also the resistance of Chinese people to Korean companies and 

commodities has reached its climax. From the data in the table, the negative impact caused by 

this incident does not seem to have been effectively eliminated till now. 

    Overall, South Korea’s highest investment in Shandong Province is concentrated in the first 

decade of the 21st century. At that time, the establishment of diplomatic relations between 

China and South Korea has passed for nearly 10 years. The investment environment for 

attracting Korean enterprises in Shandong Province has basically matured. Korean enterprises 

have accumulated abundant experience in investment in Shandong Province. Coupled with the 

help of the historical opportunity that China's entry into WTO, which has made it a time for 

large Korean companies to enter Shandong Province. According to a survey conducted by the 

Foreign Trade and Economic Cooperation Department of Shandong Province, as of the end of 

2008, there are 15 out of top 20 large enterprise groups of South Korea had invested in 

Shandong Province, including Hyundai Motor, LG, SK, Hanjin, Lotte, POSCO, Kumho, CJ, 

Doosan, GS, Hyosung, Daewoo and other large enterprise groups. In 2008, Korean enterprises 

accounted for 50% of Shandong Province's use of foreign capital, which was ranking first in 

Shandong Province. However, during the second decade after the financial crisis, South 

Korea’s new investment in Shandong Province has not reached the previous level. The reason 

behind could be expected that in addition to the negative impact of the financial crisis, the 

investment system of Korean large companies in Shandong had developed mature but 

saturated by that time, so the decline in the scale of investment of large enterprises has 
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indirectly led to a down trend in investment capacity. Finally, as for China's domestic reasons, 

this is not unrelated to China's industrial restructuring. In the course of China's development 

in recent years, it has attempted to transfer its own labor-intensive development model 

to a capital-intensive and technology-intensive development model. With the rising 

cost of manufacturing in China, it has gradually lost its advantage and attraction to 

Korean SMEs which are mainly focus on manufacturing investment. Therefore, 

Korean SMEs will naturally turn their attention to Southeast Asia, represented by 

Vietnam, which has a lower manufacturing cost. 

 

 

 3.2 Corporate Scale 

 

   From the analysis in the previous chapter, it can be found that South Korea's investment in 

Shandong Province has a status that cannot be ignored, both in terms of the number of 

enterprises and the size of funds, and has made a significant contribution to the economic 

development of Shandong Province. However, South Korea's investment in Shandong 

Province also has the characteristics of a generally small scale. 

 

Table 3. South Korean Corporate Scale in Shandong Province (1992-2019) 
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    From the data in the table, it is not difficult to find that since the establishment of diplomatic 

relations, among the Korean enterprises investing in Shandong Province, SMEs are the most 

widely distributed, and the number of enterprises has accounted for half of the total number of 

Korean enterprises in Shandong, which is almost the same as that of large enterprises. The 

business types with the number of enterprises ranked second and third are private owners and 

individual enterprises seperately, and the number of the top three has increased by an 

astonishing 95%. Conversely, the number of large Korean companies investing in Shandong 

Province is less than 5% of the total. This is enough to show that Korean companies distributed 

in Shandong Province are mainly small enterprises with small capital and scale, and large 

enterprises are relatively few. The widely distributed Korean-funded enterprises have brought 

considerable number of employment opportunities to the local area, it reflects that the 

penetration of Korean capital is relatively wide. But on the other hand, these smaller SMEs 

have a relatively lower ability to respond to risks. Once there is a similar financial crisis or 

when local government policies are unfavorable, this is almost fatal to the survival and 

development of the SMEs, even the illegal withdrawal of funds from China is not uncommon. 

 

Figure 1. South Korean Corporate Scale in China 

	

Data	Source:	KOTRA	
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    The figure above shows the investment changes by different types of Korean 

companies in China overall. It can be seen that at the beginning of the establishment 

of diplomatic relation, large Korean enterprises quickly seized opportunities and 

actively participated in large-scale investment. In addition, the second wave of 

investment by large companies occurred between 2005 and 2010, and was relatively 

less affected by the financial crisis. It can be said that the size of large Korean 

companies in China has always dominated, which is different from the characteristics 

of large number of Korean SMEs in Shandong. 

 
 
3.3 Investment form 
	
	

Table 4. South Korean Investment Form in Shandong Province (1992-2019) 
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    From the perspective of investment methods, Korean companies pay more attention to the 

control of enterprises. The investment in Shandong is mostly based on sole proprietorship, and 

joint ventures and cooperation are less. The reason behind is obvious. On one hand, because 

of differences in business philosophy and management methods between China and South 

Korea, frictions during cooperation process are likely to occur in joint ventures and 

collaborative operations. On the other hand, Korean companies currently investing in China 

are mostly lacking experiences when invest in overseas and China. So they tends to use the 

sole proprietorship mode, which can avoid the slow decision-making caused by the 

comprehensive links in the producing process. Also, the South Korean side can also avoid 

disharmony in cooperation caused by insufficient understanding of China's various 

laws and operating mechanisms. 

	

Figure 2. South Korean Investment Form in China 

	

   Data Source: KOTRA 

	

    As for the investment pattern of Korean companies throughout China, from the 

establishment of diplomatic relations to 2000, due to the uncertainty of China's investment 
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environment and the awareness of avoiding risks, the proportion of China-ROK joint ventures 

and collaborative operations is relatively high, but the turning point occurs after China’s 

accession to the WTO in 2001, when the proportion of South Korean solely-owned enterprises 

increased rapidly. This phenomenon is similar to the situation of Korean companies in 

Shandong Province, but in terms of proportion, the proportion of solely-owned enterprises in 

Shandong is as high as 75%, which is significantly higher than the national average. This also 

explains the characteristics of the large number of Korean SMEs in Shandong from the side. 

	
	
	
	
3.4 Industry Sector 
	
     According to the statistics of the Export-Import Bank of Korea, in 2016, compared with 

23.8% of Korean overseas manufacturing industry, the Korean investment in China's 

manufacturing industry reached 2.42 billion US dollars, a ratio of 73.3%. There is no doubt 

that China is still an important overseas production base of South Korea, mainly for electronic 

products and automobile production. If the traditional manufacturing and retail logistics 

industries are counted as manufacturing, then the proportion of Korean manufacturing 

enterprises in Shandong Province will be higher than the national average, which means that 

Shandong is a veritable big province in manufacturing to Korean companies. The reason is 

that in addition to a series of branches of large Korean companies such as Hyundai Motor and 

Samsung Heavy Industries settled in Shandong, on the other hand, it is because South Korea 

has invested more in retail and logistics in Shandong. This is partly due to Shandong's superior 

coastal location and its geographical proximity to South Korea. 
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Table 5. The Industry Distribution of Korean Enterprises in Shandong Province (2014-2018) 

	

	

    In terms of industry distribution, South Korea's investment in Shandong is mainly 

concentrated in traditional manufacturing industries such as chemical fiber, shoemaking, 

electronics, toys, containers, textiles, and clothing. The primary industry has a small number 

of projects. The secondary industry accounts for a large proportion, but the capital-intensive 

and technology-intensive projects are less. On the other hand, high-profit, low-risk and shorter 

recovery period investment is relatively fewer, which accounts for nearly half of the proportion. 

The tertiary industry, including electronic information technology, and traditional service 

industries such as education, transportation, and finance also occupy a certain proportion. In 

general, the purpose of Korean companies investing in Shandong is mainly to use Shandong's 

cheap labor and raw materials to organize production, mainly goals for entering the 

international market or selling back to South Korea. 
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Table 6. List of Representatives of Korean Enterprises in Shandong Province 

	

	

Source: KOTRA 
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    It is not difficult to predict from the above table that most of the representative Korean 

companies investing in Shandong are mainly manufacturing, involving mechanical equipment, 

logistics, chemicals, electronic equipment, metal equipment and other major fields. In addition, 

the year of establishment is mostly concentrated in early 2000, which also proves the point 

stated in section 3.1 above. 

	

	
3.5 Withdrawal situation 
 
 
    With the rapid expansion of South Korea's enterprises in Shandong Province, the withdrawal 

of Korean-owned companies has also increased with it. Most of the Korean-funded enterprises 

that have withdrawn from Shandong are illegally evacuated without normal liquidation 

procedures. This phenomenon began in the mid-1990s and reached its climax in the 00s. 

According to a report named "A Survey of the Illegal Evacuation of Investment Enterprises in 

Qingdao Region" released by the Export-Import Bank of Korea in February 2008, from 2000 

to 2007, a total of 8,344 Korean companies invested in Qingdao, of which 206 were 

abnormally evacuated, accounting for 2.5%. Only in 2007, there has 87 Shandong Korean 

companies went back. Most of them are traditional labor-intensive enterprises with low 

technology content and investing funds between 300,000 and 500,000 US dollars, which are 

typical small and medium-sized enterprises. In terms of the employees, the number of 

evacuated enterprises with less than 50 employees accounted for 55.3% of all evacuated 

enterprises. 

    The reasons for the illegal withdrawal of Korean-owned enterprises from Shandong 

Province can be said to be multifaceted. From the Chinese side, the sharp appreciation of the 

RMB against the US dollar has cut the export profits of most export-oriented Korean 
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companies. Secondly, China’s domestic policies, which are constantly changing with market 

conditions, making it difficult for some foreign investors to seek better investing environment. 

So the divestment is inevitable in the end. Finally, China’s unsound exit mechanism in the 

withdrawal of foreign companies has complicated the liquidation process, which is costly for 

Korean companies that are efficient. 

    In addition, Korean companies themselves have own problems also. Firstly, some Korean 

companies have insufficient research on the feasibility of investment in advance, blind 

congregation and speculation may lead to serious short-term behavior. Specifically, for the 

eastern coastal areas of Shandong Province, where labor costs are growing rapidly, the notion 

that Korean companies habitually increase profits by reducing labor costs should gradually 

change. In addition, most Korean enterprises in Shandong Province are mainly typical labor-

intensive SMEs, with relatively lower capital strength, lower risk resistance, and lack of 

experience and ability in business management. Therefore, macroeconomic changes are bound 

to cause them great impact. Finally, the localization of Korean companies is also relatively 

lacking. Especially compared with European and American countries, not only do they pay 

less attention to the expansion of circulation and sales channels, but executives are often served 

by Korean people. Once China's investment environment or economic policies changes 

happened, the respondent would be slowly and leading to the withdrawal of funds, which is 

not conducive to the long-term development of enterprises. However, with the continuous 

accumulation of investment experience of Korean companies recent years as well as the 

investment environment of the Chinese market has continued to improve, the divestment of 

Korean companies in Shandong Province has declined recently. According to statistics, there 

are only 50 cases of Korean investment companies returning to own countries from 2014 to 

now, 48 of which are SMEs, 2 are backbone enterprises, and no big companies. 
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Chapter 4.  Comparative Analysis of Korean Enterprises' Direct Investment in 

Shandong 

	

4.1 Comparison of Korean FDI in Shandong with Other Provinces 

	

     Actually, there is a huge gap in economic strength between China's different provinces and 

regions, so the foreign investment is also clearly characterized by imbalance. As one of the 

closest maritime neighbors to China, bilateral investment and trade is affected by geographic 

distance, and its investment distribution in China has huge difference. Specifically, it can be 

summarized as more in near and less in far. Here, we selected statistics on new investment 

projects and investment amounts of Korean companies in various provinces in the past four 

years from 2016 to 2019, and made simple calculations of investment data of Korean 

enterprises in Shandong Province with other provinces, in order to objectively analyze 

investment changes and tendencies, and get understanding on the bilateral close economic ties 

and dominant positions of Shandong Province and South Korea. 
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Table 7. South Korea's Investment in Various Provinces in China (2016-2019) 

 

	

	
Data Source: Statistics of Foreign Direct Investment, THE EXPORT-IMPORT BANK OF 

KOREA 

	

	

  According to the data in the table, in recent 4 years, the difference in Korean investment in 

various provinces of China is still very obvious. Specifically, in terms of the number of new 

companies of Korea, Shanghai, Shandong, Jiangsu, Guangdong, and Beijing are the top five 

provinces with the largest number of new enterprises. Here, Shandong Province ranks second. 

In terms of investment amount, Shandong Province ranked fifth after Jiangsu, Guangdong, 
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Beijing and Shaanxi. Although there are many Korean enterprises in Shandong Province, the 

actual investment funds has not reached the corresponding level. This also shows that Korean 

enterprises concentrated in Shandong Province are mainly small-scale SMEs, relatively few 

Korean large companies. 

		

    Secondly, if we make a simple analysis of the above table data, it is not difficult to find that 

there are obvious distribution characteristics of Korean enterprises investing in the East and 

West of mainland China. According to the administrative divisions of China's standards1, in 

the six central provinces represented by Shanxi Province, the number of new projects invested 

by Korean enterprises in the past years only accounts for 3.2% of the national total, and the 

investment fund amount is only 3.1%. Among the 12 provinces in western China represented 

by Sichuan Province, the number of new projects invested by Korean companies accounted 

for 5.5% of the national total, and the investment fund amount accounted for 13.2%. The 

remaining 91.3% of investment projects and 83.7% of the investment fund amount are all 

distributed in the eastern provinces. Among them, the proportion of coastal provinces has 

reached 79.4% and 69.1% respectively, so the concentration and imbalance of Korean capital 

is obvious. 

Finally, Korean companies' investment in China different provinces has gradually 

highlighted the trend of shifting to south in recent years. Compared with Jiangsu Province and 

Shandong Province, although the number of new Korean enterprises in Jiangsu Province is 

less than that in Shandong Province recently, but the amount fund of Korean enterprises it 

																																																								
1 China's geographical division is mainly divided into: The eastern coastal areas (Beijing, Tianjin, Hebei, 
Shanghai, Jiangsu, Zhejiang, Fujian, Shandong, Guangdong, Hainan etc. 10 provinces, municipalities 
and municipalities directly under the central government), The three northeastern provinces 
(Heilongjiang, Jilin, Liaoning) The western regions of the region (Shanxi, Anhui, Jiangxi, Henan, Hubei, 
Hunan) (Sichuan, Chongqing, Guizhou, Yunnan, Tibet, Shanxi, Gansu, Qinghai, Xinjiang, Guangxi, 
Inner Mongolia, etc. 11 provinces, municipalities, autonomous regions and municipalities) 
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owns is even five times that of Shandong Province. It is not unrelated to the more and more 

Korean companies choose to enter in Jiangsu Province. And in 2017, the number of Korean 

new companies in Jiangsu Province actually surpassed Shandong Province, and the amount 

fund of investment has also increased steadily year by year. The number of investors and the 

amount of investment fund in Zhejiang and Shanghai are also relatively stable, indicating that 

the existence of large Korean companies has made the THAAD incident less affected in 

Jiangsu and Zhejiang’s Korean investment. On the contrary, the amount of investment fund in 

Korean enterprises in Guangdong Province dropped sharply in 2017 and soared in the 

following year, indicating that the number of SMEs and private enterprises gathered in 

Guangdong Province is large, and they are sensitive to political affairs and policy changes. 

 

	

Figure 3. Inter-regional Investment Trends in China 

	
Source: KOTRA 
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4.2 Comparison of Korean FDI with other Foreign Enterprises in Shandong 

	

    In order to more clearly study and analyze South Korea's investment in Shandong Province, 

it is necessary to compare South Korea with other major investment countries and regions 

worldwide. While generating a clearer understanding of the international community's 

investment situation in Shandong Province, it is also possible to objectively analyze the facts 

and causes of the fluctuations in investment of South Korea in Shandong Province. The data 

selected here are the annual new investment projects and the amount of investment fund in the 

major countries and regions of the world in the past four years. All figures represent the 

proportion. 

	

	

Table 8. Investment of Major Countries (regions) in Shandong Province (2016-2019) 

	
					
    In terms of the investment fund amount and trend, South Korea has been in a leading 

position in the number of investment projects in Shandong Province for a long time, and the 

funds have penetrated extensively. However, since 2016, the proportion of South Korea’s 
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project investment in Shandong Province has started to be less than that of Hong Kong in the 

major foreign-funded regions in Shandong Province, falling to the second place. This was 

caused by the dispute over the THAAD incident more or less at the time. And the emotional 

cooling of the people both sides is not unrelated. However, it is undeniable that South Korea 

has always been the overseas country with the most investment in Shandong, and its economic 

influence in Shandong Province is very prominent. 

    Judging from the investment characteristics of various countries and regions, although 

Korea has a large number of investment companies in total, the proportion of its investment 

fund amount has not reached a corresponding high proportion. This also reflects the fact that 

among the Shandong Korean companies, the SMEs and manufacturing industries are mainly 

characterized in less-cost and small-scale. In contrast, Hong Kong's investment has been 

characterized by multi-projects and large amount of funds in recent years. The proportion of 

Hong Kong investment in Shandong this year has reached an overwhelming 70%. Admittedly, 

Hong Kong, as an administrative division of China, naturally enjoy the benefit of the national 

policy. It is not fair to compare the situation of two economies like Hong Kong and South 

Korea with different political level. Hong Kong's investment in Shandong Province is mostly 

in the financial sector, and Shandong enterprises also hope to use Hong Kong's financial 

advantages to open up overseas markets. However, it is not difficult to acknowledge that the 

proportion of South Korean investment in Shandong has continued to decline. At present, 

South Korea has not yet completely emerged from the shadow of the THAAD incident still. If 

Korean investors want to restore the favorable investment market environment, it will take 

time. 
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Chapter 5.   The Impact of Korean Direct investment on Shandong's Economy 
	
	
   Direct investment by foreign companies can not only have a broad and profound impact on 

the local economy, but also on the lives of local people. As far as the concepts of economy 

field, factors such as trade, employment, and taxation etc. should be considered. South Korea 

has a large number and wide range of industries in Shandong province, so the amount of 

investment is bound to have more or less impact and fluctuations on the local economy even 

people's daily lives. 

	

5.1 The Impact on Bilateral Trade 

   From the perspective of trade between the two sides, before the formal establishment of 

diplomatic relations, there has been private trade between Shandong and South Korea. With 

China's “reform and opening up” and the deepening of economic and trade relations of two 

countries, Shandong Province has been the main trade target for South Korea. In 2002, South 

Korea surpassed Japan to become the largest trading country in Shandong, then the bilateral 

trade volume increased steadily year by year. In 2008, the total trade volume of Shandong and 

South Korea reached 25.4 billion US dollars. In the past six years, the trade volume between 

Shandong and South Korea has grown at an average annual rate of 22.8%, which is 6 

percentage points higher than that of Japan. In general, South Korea’s investment in Shandong 

has led to a sharp rise in Shandong’s exports and has promoted the outward-looking 

development of Shandong enterprises. Whether it is inter-industry or intra-industry trade, trade 

between the two places is also closer. However, South Korea’s trade surplus with Shandong 

Province has been shrinking in recent years. In the context of the THAAD incident in 2016, 

China’s unilateral intentional restrictions on the import of Korean goods led to a sharp decline 
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in South Korea’s total imports, and the trade deficit continued to increase in the following 

period.  

	

   Table 9. South Korea's Trade Trend with Shandong in Recent Years (2014-2018) 

	

	

	

5.2 The Impact on Local Employment 

Meanwhile, the large and extensive distribution of Korean-owned enterprises in Shandong 

Province has also brought local a wealth of jobs and opportunities. Overall, South Korea's 

investment in Shandong is distributed in various industries, but Korean capital is mainly 

concentrated in manufacturing, especially labor-intensive processing and manufacturing. The 

labor absorbed by the Korean-funded enterprises in Shandong is higher than the average level 

of foreign-funded enterprises. Due to the limitation of data collection, Qingdao and Weihai are 

used as examples for analysis. At the beginning of the 21st century, the number of local 

employees employed by Korean-owned enterprises in Qingdao accounted for 60% of the total 

labor force of foreign-funded enterprises. Although the ratio has slightly declined recently, the 

Chinese employment of Korean-owned enterprises can still account for half. On the contrary, 

the proportion of Weihai Korean-funded enterprises in total number of foreign-funded 

enterprises increased from 44.3% in 1999 to 68.6% in 2007.  
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Table below shows the situation of the employment of major foreign-invested enterprises 

in Qingdao. From 2004 to 2007, Japanese and Korean investment companies took the lead in 

attracting local employment. However, the situation of attracting local labor of Korean 

companies is more stable than that of Japanese companies, and more than that of other foreign-

owned companies. In contrast, the ability of Hong Kong-funded and US-funded enterprise 

investment to absorb labor is relatively weaker, often lower than the average level of foreign 

investment in local employment. 

 

	

Table 10. Qingdao Foreign-invested Enterprises Absorb Employment Per 100 Million Yuan 

	

	
	
	
5.3 The Impact on Industrial Structure 
	
	
   The Shandong Peninsula Metropolitan Area is close to South Korea and has convenient 

transportation. It is the most developed economic port zone in Shandong, where international 

and domestic policies or information trends could be quickly transfered, so it became a hot 

place for Korean enterprises to invest. After 20-years penetration of Korean investment, the 

peninsula has developed greatly in terms of employment, taxation, foreign trade, industrial 

structure upgrading, and GDP growth etc. The rapid development is bound to attract a new 
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round of high value-added industry investment, as well as gradually overflow some traditional 

labor-intensive investments. The change in the investment direction and scale of Korean 

corporates has not only been affected by the high cost of Shandong, but also by the US 

subprime mortgage crisis which has swept the world. In particular, small and medium-sized 

enterprises with weak operating and production capacity have made their development in the 

coastal areas of Shandong more difficult. To solve this problem, the Korean government 

should timely launch new policy to encourage enterprises to invest in the central and western 

regions of China and the inland areas of Shandong Province. The inland areas of Shandong 

Province have its own advantages. The labor and land costs are low, and the resources are 

relatively abundant so easy to obtain. Also, there are many preferential policies for foreign 

investment supported by the Shandong government, and cities are adjacent to important 

railways and highways so that traffic is relatively developed. Compared with the coastal areas, 

although the industrial development in the inland areas is relatively slow, absorbing the 

investment of Korea SMEs moderately not only meets the working needs of the local surplus 

labor, but also promotes the development of the local economy. On the whole, the industrial 

gradient of investment could optimize and upgrade the industrial structure of Shandong 

Province. 
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Chapter 6.  Korean Enterprises' Investment Problems and Future Trends in Shandong 

	

6.1 Investment Strategies and Problems of Korean Enterprises in Shandong 

Admittedly, since the establishment of diplomatic relations, South Korea’s direct 

investment has greatly promoted the economic development of Shandong Province. However, 

due to various reasons, South Korea’s direct investment in Shandong has increasingly exposed 

some problems or shortcomings. 

In terms of the investment mode of Korean-funded FDI in Shandong Province, South 

Korea is the largest foreign investing country. However, SMEs take a big proportion, with the 

characteristics of small investment scale, low science and technology content, large labor-

intensive ratio, and relatively small capital so not very competitive. When financial crises 

occurred, these small and medium-sized enterprises bear the brunt to be affected.  

In addition, in terms of industry composition, on the one hand, due to the lack of guidance 

from Shandong Province on the investment of Korean capital, coupled with the impact of 

Korea's unique overseas investment industry policy, the distribution of Korean-owned 

enterprises in Shandong Province is extremely unreasonable. According to statistics, since the 

mid 80s, more than 80% of Korean investment has been invested in general processing 

industries, while agricultural, energy, transportation, important raw material projects, as well 

as advanced technologies and high value-added export earning projects that are urgently 

needed in Shandong's economic development are few. Within the industry, Korean investment 

is highly concentrated in labor-intensive and resource-intensive processing and manufacturing 

industries, which objectively exacerbates the contradiction between the excessive 

development of processing industry in Shandong Province and the relative shortage of basic 

industries, which is not conducive to the adjustment of industrial structure in Shandong 

Province. 
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In terms of the investment structure of Korean-funded FDI in Shandong Province, there 

is a big gap between the proportions of investment industry structure encouraged by Shandong 

Province. Because Korean companies do not clearly know much about local conditions, 

Korean companies invest in a considerable part of Shandong Province with blindness. For 

example, more than 80% of Shandong Korean investment is concentrated in Qingdao, Yantai 

and Weihai, which cause low level of repeated construction in Jiaodong Peninsula seriously 

and the structure is quite unreasonable. The high concentration of Korean-owned enterprises' 

spatial distribution not only causes similar investment projects in Shandong coastal cities, but 

also competes fiercely in the competition for raw materials. Meanwhile, it is not conducive to 

resource advantages, technological advantages and industrial advantages of Shandong western 

areas. It has aggravated the degree of imbalance in the economic development of the coastal 

and inland regions of Shandong Province also. 

In terms of the utilization of Korean-funded FDI in Shandong Province, the FDI approach 

showed a single trend and is increasingly inclined to become sole proprietorship. This makes 

foreign capital less restrictive and simpler when exiting industries in relevant areas of China, 

but it also increases the risk of South Korean companies living abroad. 

In terms of the spillover effects and cost-benefits of Korean FDI in Shandong Province, 

with the rapid development of China's economy, the labor cost advantage is no longer obvious, 

and the profit-seeking nature of capital has prompted it to find a cheaper labor force. The lower 

cost labor force in Southeast Asia has attracted the inflow of these capitals alternatively. 

In terms of the liquidity of Korean capital, according to the statistics of the Korea Export-

Import Bank, due to the affection by financial crisis, the capital flow of Korean-funded SMEs 

has encountered difficulties, and the capital turnover is insufficient to meet the overseas capital 

operation needs. In addition, the decrease in overseas orders, the sharp decline in exports, and 
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the precipitous decline in economic benefits have seriously affected the normal opening of the 

Korean companies and chose to apply for bankruptcy protection or bankruptcy with no way. 

      Finally, it is worth mentioning that the Korean government has formulated a specific 

overseas investment industrial policy in order to strengthen the international competitiveness 

of its products and prevent technology outflows, which has greatly affected the scale, 

efficiency and technical content of South Korea's investment projects in Shandong Province. 

The South Korean government found that among the products exported by Korean-funded 

companies in China, more than 50% of them are sold back to home countries.	To prevent the 

hollowing out of domestic industries caused by industrial transfer, it is stipulated that overseas 

investment must be compatible with domestic industrial structure adjustment policies. The 

Projects which can learn advanced technology and be beneficial to the development of 

domestic industries are classified as “encouraging projects”; the projects that are prone to 

cause the loss of domestic technology or weaken the competitiveness of domestic industries 

are classified as “restricted projects”; others are used as general projects. Under the influence 

of this industrial policy, South Korea’s investment in China has a strong awareness of 

technological protection. This is also one of the important reasons why South Korea's 

investment projects in Shandong Province are small in scale and low in technology. 

	

	

6.2 Future Investment Trends of Korean Enterprises in Shandong 

     If the location advantage of investment target place could be compared to the soil, then the 

local government's rules and regulations are more like fertilizer, which has a very significant 

impact on the investment effect. Active local policies can help attract overseas investment and 

support foreign companies that have already settled in to better adapt to the local environment. 

On the contrary, negative investment policies will also become constraints even become the 
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catastrophe of the survival and development for overseas companies. Therefore, in the 

cooperative relationship between China and South Korea, for Korean corporate investors, 

understanding the investment needs of China's development, keenly aware of the changes in 

the Chinese government's policies, and adapting to the local market requirements of China's 

investment can undoubtedly greatly improve the investment success rate of enterprises. 

     In August 2019, the State Council of China just issued a notice on the overall plan for the 

establishment of six new free trade pilot zones. The six provinces are Shandong, Jiangsu, 

Guangxi, Hebei, Yunnan and Heilongjiang, which were selected as China's new batch of free 

trade pilot zones. While facilitating China's trade and investment with the world, actually they 

are responsible for different roles and functions. Shandong Province, as one of the new six 

free trade zones, was assumed the irreplaceable function of the leading area for trade and 

investment especially with South Korea. 

    The implementation scope of the Shandong Pilot Free Trade Zone is 119.98 square 

kilometers, covering roughly three areas: 37.99 square kilometers in the Jinan area and 52 

square kilometers in the Qingdao area (including 9.12 square kilometers in Qingdao Qianwan 

Bonded Port Area and 2.01 square kilometers in Qingdao West Coast Comprehensive Bonded 

Area) Yantai area is 29.99 square kilometers (including 2.26 square kilometers of Yantai 

Bonded Port Area). The specific location and area of the area are shown as below. 
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Graph 1. Shandong Free Trade Zone Location and Range 
 

	
 

     In terms of functional division, the focus of the development of the three regions is different. 

First of all, Jinan, as the capital city of Shandong Province, will mainly focus on the 

development of artificial intelligence, industrial finance, medical and health care, cultural 

industries, information technology and other industries. It was designed to logistics center and 

technology innovation center, carrying out comprehensive pilot experiments on a kind of new 

open economic system and finally become an important regional economic center of China. 

In addition, according to the “Implementation plan for the establishment of the Jinan 

Pioneering Demonstration Zone for CJK Industrial Cooperation” officially issued in June 2014, 

the Jinan Pioneering Demonstration Zone will build "Jinan Pioneering Demonstration Zone 

for CJK Housing Industrialization Cooperation", "Jinan Pioneering Demonstration Zone for 

China-Korea Advanced Industry Cooperation", and "Jinan Pioneering Demonstration Zone for 

CJK Bonded Exhibition and Trading". It can be seen that Jinan will have more investment 

space in the housing industry and cutting-edge industries in the future. 

    The Qingdao area will focus on the development of modern marine, international trade, 

shipping logistics, modern finance, advanced manufacturing and other industries. This city 

was built towards the directions of important innovation center on eastern coast of China, even 

an international shipping hub of Northeast Asia. 
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     The Yantai area focuses on the development of high-end equipment manufacturing, new 

materials, next-generation information technology, energy conservation and environmental 

protection, biomedicine and productive services. South Korea's LG Group noticed this in a 

forward-looking manner. Prior to the promulgation of the policy, it had previously 

strengthened relevant cooperation with the Shandong government in the area of information 

technology. For example, LG Electronics (Yantai), LG Digital Mobile Communications, and 

LG Electronics (Yantai), the establishment of a new generation of Korean information 

technology companies in Yantai strengthened the communication between talents and the 

sharing of resources. It is worth noting that the Yantai area also put forward the goal of being 

the leader area for China-ROK trade and investment cooperation. At here, we can see the 

important role of Yantai in South Korea's investment in China and China-ROK economic 

cooperation. 

     In addition, Weihai is also a Shandong port city that cannot be ignored in the investment 

process of Korean companies in China. Weihai is not only the earliest city for navigation 

between to South Korea, but also the closest place of China to South Korea. The nearest 

distance is 92 nautical miles and takes only 6 hours on sea, totally 30 times a week. It is the 

city with the highest density of sea routes between China and South Korea. It takes only 45 

minutes by air to reach Incheon. It is because of this natural geographical advantage that 

Weihai is connected with the Incheon Free Economic Zone (IFEZ) and is listed as the local 

economy of the China-South Korea Free Trade Zone in the China-South Korea Free Trade 

Agreement. Cooperation demonstration zone. For the next step of Weihai's development, it is 

very likely that it will explore innovation in the fields of e-commerce, service outsourcing, 

tourism, cultural creativity, health and wellness, and medical beauty services. 

     As can be seen from the foregoing, Shandong's use of Korean merchant investment has a 

significant imbalance in spatial distribution, showing a highly concentrated character, and 
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national policies are also mainly inclined to the eastern coastal cities on the Jiaodong Peninsula. 

In fact, in addition to the several key cities mentioned above, other cities in Shandong Province, 

as a relatively sparsely invested area in South Korea, also have huge investment markets and 

potential for exploration. For example, Laiyang City has reached a framework agreement with 

South Korea's Hanwha Group on solar photovoltaic power generation projects, and looks 

forward to further cooperation in the energy field in the future. 
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Conclusion 
		

    In the nearly 30 years since Korean capital entered Shandong, both sides have earned a lot 

from each other. Relying on a series of geographical advantages such as close geography, 

similar culture, developed economy, and broad market, Shandong was an important overseas 

investment destination for South Korea. As one of the largest provinces to undertake Korean 

funds and enterprises, Shandong is full of obvious advantages compared with other provinces 

in China. Meanwhile, compared with other overseas countries or regions, Korean companies 

are also the most important source of overseas direct investment in Shandong Province. The 

bilateral economies are interdependent and inseparable. 

  After nearly 30 years of practical experience in overseas expansion, Korean companies in 

Shandong Province have achieved remarkable business results. In general, South Korea's 

investment in Shandong has increased year by year and has peaked since China's accession to 

the WTO. Although it has declined slightly due to the adverse effects of the international 

financial crises and state relations in special periods, South Korea has always been the largest 

foreign investor in Shandong Province. The number of Korean enterprises is huge, but the 

manufacturing-lead SMEs are the main components. In terms of investment forms, the sole 

proprietorship is mainly adopted by Korean investors, and the control right over the enterprise 

is emphasized. However, it has also led to the slow response of Korean companies to the 

market and policies changes and the weak ability to resist risks. As a result, the circumstances 

of withdrawing from the Chinese market are more frequent to happen. 

   As an export processing base characterized by resource-intensive and labor-intensive 

industries, Shandong has promoted the development of South Korea's outward-oriented 

economy. With the change of South Korea's economic goals, Shandong's acceptance of South 

Korea's direct investment has promoted the upgrading of South Korea's industrial structure. In 
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stance of Shandong province, the Korean capital also plays an important role, which are 

directly absorbing a large amount of surplus labor, increasing taxes, promoting the upgrading 

of Shandong's industrial structure, and making a huge contribution to the growth of Shandong's 

GDP. 

   However, recently the Shandong's production costs and environment situation has gradually 

failed to meet the needs of Korean capital. The trend of Korean capital's transfer to the 

Southern China or Southeast Asian countries is obvious. Moreover, the rapid development of 

China's economy also urgently requires new adjustment of industrial structure. If Shandong 

needs to retain Korean capital, they must be selected, planned, and purposefully introduced. It 

requires the formulation of strategic investment plans, including the selection of projects with 

development potential, the gradual optimization of the size and form of Korean enterprises, 

and the strengthening of supervision and guidance of these Korean companies in Shandong. 

The most essential point of the strategy is through the introduction of Korean capital to 

encourage healthy competition among Chinese local companies, guiding them to reduce their 

dependence on foreign companies' technology spillovers, giving full play to the innovation 

spirit, and promoting the growth of capital-intensive and technology-intensive industries. 

While Shandong's comprehensive development capabilities have been improved, it has also 

created a more favorable development environment for Korean enterprises in Shandong, and 

ultimately achieved a win-win effect. 
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국문 초록 

 
   한중 수교 이래 양국의 경제 무역 협력은 매우 밀접해 왔으며, 이것은 앞으로 서로 

떼려야 떼어낼 수 없는 가장 중요하고 핵심적인 무역 파트너가 된 계기가 되었다. 

중국은 한국 최대의 대외투자시장이 됐을 뿐만 아니라, 최고의 투자목적지로도 

한동안 일컬어져 왔다. 특히 중국의 산동성은 다른 지역에 비해 지리적위치 우세를 

갖고 있을 뿐만 아니라, 한국과의 문화유사성과 우수한 시장 규모를 갖고 있어 줄곧 

한국의 중요한 대중 투자 목적지이었다. 반면에 한국은 산동성에서 최대 

외자유치국이 되었으며, 한국으로부터 온 자본은 산동의 산업구조에 막대한 영향을 

끼쳤을 정도로 산동성의 경제발전 성과중 에서 빼놓고 논할 수 없는 동력이자 

동반자가 되었다. 산둥성에서의 한국 기업이 선호하는 투자 영역은 비교적 

뚜렷하였으나, 지난 30 년간 적지 않은 변화를 겪었다. 물론 이 30 년간 한국 기업들은 

적지않은 곤란과 문제를 겪기도 하였다. 현재 한중 양국의 사드문제가 발생하는 등 

서로의 관계가 마찰을 빚으면서 불확실한 상황이 지속되는 가운데, 본 논문은 앞으로 

한국 기업과 산동성 뿐만 아니라 중국 전역과 경제적인 융합을 위한 방안을 모색하고, 

한국 기업이 어떻게 하면 중국에서 더 효율적인 투자를 할 수 있는지에 대해 

다뤄보고자 한다. 

 

주제어: 한국기업; 산동성; 대외직접투자 

학번: 2017-29522 
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