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| Executive Summary |

Russian OO0 and FD proenotion strategy of Korsa

Jee-Young Lee, Seong Bong Les, Alewesy Kumetzow, snd Jeoung Win

Russsian Overseas Dismet Investment{ODT) kas been inerasing rapidly
in reoent years. It has been on an upward trend sinoe the eardy 2000
and rose mare steeply from the mid 2000s. The tocal amount of Russian
ODI in stook was 3621 billion dellars at year-end 2011, or 15th in the
world. The volume grew more than 18 fimes that of 2000.
Hewerer, Russias dirset investment toward South Ferea iz racher
erivial. Until che end of 2011 Russia invesced 54.37 million dollars {in
stook), whieh ia a mere 3% of the ameunt of Eorea’s direot investnvent
coward Russia. This implies thar Forea & no¢ vec an attractive invescment
destination ameng Russianz. [n face, Russian direct investment to Kares
s impartant because it brings noc only sconomic benefits bue alo regional
security, along with seability and peace in the Korean peninaula and
in Northeast Asia with strong support from Russia. Therefors, investment
cooperation berween Forea and Russia needs to be strengthened in the
fucure. OF course, boch Korean direce investment toward Russia and
Ruwin direct investment toward Eosea should proceed in parallel
The purpose of this scwdy is o review the current stacus and motivacions

of Russian overeas duect investment ac different levels; namely country,




region and industry base. After an in-depth analwiz of Bussan overeas
direct invesement, the study will promde specific messwres for attmeang
and expanding Bussian direct investment to South Korea.

The study focuzes om patterns and recent condition of the increazing
Bussian ODI snce 2000, 2nd Korea's invesement promotion policy coward
Bumsia and itz achievement:. The study i3 conducted with many methods
inoluding document research, stacistical amalysiz, surver on Ruzsian
busimesses and experts interviews.

The study conziztz of five chapeers. In the second chapter following
introduction, theoretical and seatiztical analyses on Ruzsian ODI wll
be prezented, with Ruszian direce investment since 1000 being the main
forus. The study abio attempts to demonztrate the man featwres of
Buszian overseas direct investment by haghlighting Ruzsia’s motives for
overes direet invesement. After reviewing changes and erends of Ruzsian
ODI, the authors selected region: and industnies of greatest interest
to Bumsan investors and added wieful information for Korea's mnvestment
pramaocion poliey.

In chapter three, motratiors and strategees of Busian ODI & anabzed.
The authoms carned out a sureey of Ruzsian busineme: about their 1zotor
and regions of interese for investment and posmibilicies for inveztment
in Korea. With the rezult of the surrey, we suggest promizing investment
weotons for Rusuan investorn and desimble direoton: for Borea's investment
poliey toward Ruswa.

In chapter four, Borea’s current formign dsece nvestment and ws mapor

featwure: are reviewed. Then, the forus & marrowed to Russia's recent




direct investment trend: in Korea, and the reasons for the lack of progress
in Buszia’s direct investment in Rorea 1z disoussed. Bazed on chese,
Korea's investment promotion poliey iz evaluated.

In the lasz chapeer, sttactwe sectors for Russian investor and meassures
for increazing Russa's investment to Korea 13 suggested.

Acoording to our study, Russia's defense industry hold: promizing
investment potentml. [t containz comparatwely hagh technological
competitreness among Ruszizn buzineszes, and with 1z abundant capatal
resources, foreign direot invesement i3 likely co resule in sweeess
Agreements at the government level should precede any technical and
investment cooperation with Russia’s defense indusery, a3 it requires
approvals Erom technologr-related government agencies 1n Russm.

Second, investment promocion thould proceed through market onented
joint-ventures. Rorea’s investment promotion agencies sweh az Invest
Eorea zhould zore owt particular sectors with prominent markee zhare
effects in Buzsia, in order to develop a buminess model char will aceelerte
mutual investment between the Korean and Russian enduztnes. Such
a buzineszs model could be implemented in prozpeceive investment
eounzeling programs for busineszes of both countnes, and the launch
of such programs needs to be actively conzidered.

Third, investment promotion targeted at Ruszia’s energy sector 1z
promizng. Rorea mesds to participate in Ruzzia's resource development
projeces to establish cooperative nes becween the 2nergy sectors. This
may open the way for further joint irvestment cooperation between the

buzineszes of both countnes n 2 chird-parey 2nergy rezource development.




Moreover, energy efhiciency technology of Buszia's leading energy
enterpnzes can provide oppartunitier to launch joint invesement projects
in Buorea.

Fourth, inveztment promocion targeted at the research development
and education zector. In case of the medical zector, Korea may convert
Rusua’s soience technology for commercialization, 1n the form of medical
devices. Swch a serategy fies in che broader objective of establishing a
Korea-RBumsm joene enterprze for global markees in the terntones of Rorea
In case of information and commumwation sector, leading enterprizes
of both couneries could comzider reaching an agreement for soateme
technology partmerships and joine investment cooperanion. In caze of
the education sector, iImvestment promobion throush mereased cooperation
in the higher edwcation and sciemce technology should be actmely
considered.

Az swch, in order to expand Buzsm’s foreign direct investment in each
of these respective zectors, the Bepublic of Korea should place more
effort in the following aress.

Fizt, mutual cooperation with Ruzna's government agencizs needs
to b= expanded. Building cooperation channels o promote Busua’s foreign
direce investment to Korea necesncater ommidirestional contacr with
the Minizstry of Economie Development, the Ageney for Expore Credut
and Investment Insurance and the Chamber of Commerce and [ndustry
of the Bimzian Federmnon. Regarding sueh processes it would be becter
for the Borean government and relaged agenoies to replace the current

indrridual channels of contace =ich the zo-called “contral towers” that




would allow more comprehensive and svstemane control for comtinuous
and comsiztent poliey for imvestment prometion to Ruszia.

Second, the prezent investment promacion svseem should be modifed
through increszed intzrests on all of Russia's regwonz. It would be necessary
to scronghy reinforce investment promocaon affairs condueeed 2t ROTRA
Concurrenthy it would be important to develop ‘Rorea-Buszia investment
cooperacion MOLU” signed in 2011 between [nvest Korea and Mozcow
Investment Agency, to provide expanded investment cpportuninies and
information exchange.

Thard, Rorea’s sconomic success should be more mgorously advertized
to Buszian businesses. It would be racomal to promore Korea's image
a: a developed counery throwgh diverse ezhibitions, while modifming
incorrect sterentrpes via published works containing comparatve country
anakmiz. In particular, it would be vital to effectively employ the intemet
and mazs media outless, while providing the abundant informacion in
the Ruszian language chrowgh the embazsy, conzulates, business related
insticutionz, and conferences.

Fourth, Ruszizn buzinesses requare more active provizion of information
an investment to Rorea. Borea should expand channels of inceraction
among businers people of both countnes, and reinforee conperation with
the Chamber of Commerce and Induztnies of the Russian Federation
and Mozcow Entrepreneuns’ Associacion. In addition, it i3 necessary to
further actrrace the annual Korea-Bussiam Business Forum hosted by
the Eorea Chamber of Commerce and Induwitnes, and the annual
Forea-Busmia Busines: Dialogue hosted by the Korea Internanional Trade




Amociation, and zatong 3z the main agenda Rorea's imvesement promotion
i3uel.

Fifth, cases of swocessful Buzan invesement to Korea need to be
ereated. A single case of RBusua's large zcale project suecessfully execuced
in Eorea would motwace the Buszon Fedemoon to spread the information
concerning Borea's invezement environment.

Sizth, joine invescment with third partie: should be more apgressively
sought. For instance, marging Korea's technecal kalls and Buzsia’s capacal
for 2 joint entry to Ruszia’s meighboring CIS remion and other former
allies of the Soviet era would be an opportunity to fully implement
Ruzzm’s resources while reducing potential nizks.

Laztly, Korea and Russia need o establish a joine investment fund
to promote further investment. It could be a weidization of che already
establizhed ‘global mew gmowth engine fund’ between Korea and Ruszsia,

or creation of a sumilar joint investment fund.
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