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l. Introduction

The Visegrad group (V4) is a political alli-
ance of four countries of Central Europe — the
Czech Republic, Hungary, Poland and Slo-
vakia, reaching its roots to the beginning of the
1990s, when the countries started reforming
their political and economic systems from cen-
trally planned to democratic free market econ-
omies. The coalition - consisting of countries
with similar historical experience, transfor-
mation challenges and level of socio-eco-
nomic development - aimed at regional co-op-
eration and mutual support on their strategic
goal of full membership in the European Un-
ion (EU).

T 'he V4 countries are currently full members
of the EU (since 2004) with dynamic and com-
petitive economies. The four countries form a
market of over 60 million consumers with a
share of ca. 7.7% of the EU’s GDP (Table 1).
Over last three decades V4 countries have ex-
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perienced high economic growth, closing a de-
velopment gap with highly developed coun-
tries of the EU. Their economies have opened
up to the global trading system, changing di-
rections (mostly towards other EU countries)
and expanding volumes of their international
trade. Liberalizing economies have become at-
tractive destinations for FDIs due to their cen-
tral location at the continent, well-educated
society as well as restructuration and privati-
zation of many economic sectors (Mazur,
2009).

Joining the European Union in 2004, V4
countries became part of the European Single
Market leading to various consequences for
economic policy and business conditions.
While membership in the EU brought new
economic opportunities and enhanced the
countries’ business attractiveness, it has also
had relevant consequences for their trade co-
operation with third countries. The V4 states
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adopted all rights and commitments from the operation with third countries, including the

EU’s Common Trade Policy and have since Republic of Korea, commonly with other EU

been developing their trade and economic co- partners and exclusively at the EU level.
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Table 1. Visegrad Group (V4) Countries’ Trade and Economic Performance

Czech Rep. Hungary Poland Slovakia EU-27
Population (mio. 2022) 10.517 9.689 37.654 5.435 446.76
GDP (bn EUR, current 276.61 170.25 656.91 109.65 | 15806.90
prices, 2022)
H o)
GDP per capita (% of the EU | o1 77.7% 79.5% 68.1% 100.0%
average GDP)
Real GDP growth rate o o o o o
o) 2.5% 4.6% 5.1% 1.7% 3.5%
GDP change in 2018-2022
(Calculations in current 31.1% 25.1% 31.6% 22.0% 16.8%
prices)
('izr’]‘fr‘;:‘zsu°;x%%°rf:) 230.15 144.08 342.89 10245 | 6802.40
raaaph (187.74) (112.80) | (258.99) (82.25) | (4229.68)
Exports change 2004-2022
00 100) 399.7 321.3 502.8 4453 244.0
('I’:t':grésu‘mi‘;"rf[’:) 224.82 156.36 362.54 10690 | 7102.18
(2095 b EOR) (161.85) (106.70) (231.41) (82.12) | (4100.08)
Imports change 2004-2022
00 100) 415.0 3225 568.3 4593 231.9
FDI inward stock
2021 B USO) 200.59 101.70 269.22 59.37 11 590.10
FDI outward stock
2001 o USD) 53.61 38.71 27.56 5.42 13 262.76

Sources: Eurostat 2023, IMF 2023, and UNCTAD 2022.

I1. V4 and the Republic of
Korea — Bilateral Trade
Relations

Since 2004 all Visegrad countries have been
shaping their relations with South Korea com-
monly through the EU, including the landmark
EU-ROK FTA (since 2011). The agreement

has redefined the bilateral relations and
brought about a new reality in EU-ROK trade
and economic co-operation. While the agree-
ment has laid foundations for stronger co-op-
eration and trade in traditional sectors (e.g.,
automotive, electronics and electrical machin-
ery), cutting still existing tariffs and tackling
many non-tariff barriers, it has also liberalized
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trade in many sectors previously hindered be-
fore the FTA, such as chemicals, textile, and
agri-food products (Mazur 2012). Thus, the
agreement has also created new opportunities
to V4-ROK relations, including co-operation
and trade in sectors of high importance for
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both partners. This framework for trade and
economic co-operations has also been sup-
ported by elevating individual political rela-
tions with South Korea to a strategic partner-
ship by Poland (2013), the Czech Republic
(2015) and Hungary (2021).

Figure 1. Merchandise Trade of V4 Countries and the Republic of Korea in 2004-2022
(billions EUR)

V4's IMPORTS from ROK

8000.0

6000.0

4000.0

ol ol o ol ol “ |“ ‘||
5.0%
0o it I Al ||I dll II I II Ill II I Ll ol I | | 0.0%

35.0%
30.0%
25.0%
20.0%
15.0%

2004 2005 2006 2007 2008 2009 20102011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022

I CZ Czechia mmmm HU Hungary mmmmm PL Poland

SK Slovakia % of EU imports from ROK

V4's EXPORTS to ROK

1000
800
600

o O

n HHM“‘
20 1.0%
oo oll, 1L A Rt 10 III ||| || II “ || || |I |I | | 0.0

5.0%
4.0%
3.0%

2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022

I CZ Czechia mmmm HU Hungary i PL Poland

Sources Own study on Eurostat/Comext 2023.

Over the last 20 years trade co-operation be-
tween V4 countries and the Republic of Korea
has expanded dynamically that reflects both
the growing role of the partners in internation-

SK Slovakia % of EU exports to ROK

al trade and developing bilateral V4-ROK re-
lations. In 2004-2022 the value of bilateral
trade expanded more than tenfold (Figure 1).
The imports of all V4 from South Korea have
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increased from only ca. 2.2 bn EUR in 2004 to
20.3 bn EUR in 2022, that makes the com-
bined V4 as the most important partner for Ko-
rean export to the European Union, accounting
for almost 1/3 of total exports to the EU. The
value of imports from South Korea places the
country among most important import part-
ners of the Visegrad group; South Korea is
ranked 2" most important supplier of goods
from East Asia (after China) and 3-4" from ex-
tra-EU global partners (respectively for indi-
vidual V4 members). V4 countries are also im-
portant export destination from Korean per-
spective. The combined markets of V4 absorb
2.93% of Korean exports (2022) and take the
8™ position (behind Singapore and before In-
dia) among most important destinations for
goods exported from the ROK.

T he bilateral V4-ROK trade is highly imbal-
anced. The total exports from V4 countries
amounted to only 2.26 bn EUR in 2022 (graph
1). For all V4 countries the ROK is not among
main export destinations and takes distanced
positions in the hierarchy of export markets.
South Korea is mostly ranked in 30"-40" po-
sitions as export market for V4 countries and
even in extra-EU exports of Visegrad coun-
tries Korea does not rank in top 10 (except Slo-
vakia, 9" place, 2022). In 2022 the four ana-
lyzed countries were responsible for only 4%
of total exports from the EU to South Korea.
Respectively only 0.6% of Korean imports

1 An index of more (less) than 1 indicates a bilateral
trade flow that is larger (smaller) than expected, given
the partner country’s importance in world trade.
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(2021) came from the V4. This highly imbal-
anced bilateral V4-ROK merchandise trade is
visible in growing trade deficit for V4 coun-
tries that amounted to 18 bn EUR in 2022
(UNSD 2023.; Eurostat/Comext 2023).

T his untapped potential in merchandise trade
has been even more visible on the basis of
trade intensity index (TIl) that determines
whether the value of trade between the Part-
ners reflects their significance in world trade.

While the index! for South Korea varied at ca.
0.5-0.8 in recent years (graph 2), that may sug-
gest there is still a potential for Korean com-
panies to export to V4 countries. Individual
approach suggests that especially Czech and
Polish markets — although dynamic growth of
exports in recent years - are not yet fully ex-
plored by Korean exports?. The mediocre val-
ues of V4 exports to the ROK are also visible
in TII calculated for the countries. Although
the indexes have slightly increased over last
two decades, they still remain at very low lev-
els of 0.08-0.13, that represents highly un-
tapped potential of Korean market by V4 ex-
porters. This reflects that extra-EU markets
play a decisively smaller role for V4 exports.
Although V4 economies are considered to be
open and trade-oriented, they are deeply
rooted in the European market and their ex-
ports address mostly other EU countries. The
analyzed indexes calculated only for V4’s ex-
tra-EU trade bring higher values for trade with
Korea (ca. 0.4-0.6), however they still suggest

2 |ndividual calculations for V4 (2021-2022) differ from
ca. 0.4-0.65 for the Czech Republic and Poland to 1.0-
1.3 for Hungary and Slovakia.
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that Korea is not among priority destinations
for V4 export when taken into consideration
only non-EU markets. Despite individual suc-
cess cases of exporters from V4, the bilateral
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V4-SK trade and especially VV4’s export per-
formance has still — taking into account the po-
tential of Korean market and imports - an
enormous space to expand.

Figure 2. Trade Intensity Index for V4, the EU and the Republic of Korea (2004-2022)
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Sources Own study on Eurostat/Comext 2023, UN Comtrade.

T 'he volumes, high imbalance and the struc-
ture of V4-ROK trade have been essentially
impacted by Korean foreign directs invest-
ments located in V4 countries (see next sec-
tion). As claimed by Elteté and Szunomar
(2015) trade between the Visegrad group and
East Asia has been mainly influenced by mul-
tinational companies in global value chains
and that also applies to the case of V4’s bilat-
eral trade with South Korea. Michalski (2018)
highlights that neither the EU membership of
V4 countries nor the enforcement of the EU-
ROK FTA have impacted directly values of
bilateral trade between the analyzed countries.
He stated that the bilateral V4-ROK trade was
shaped by its inter-industry character and that

the South Korean companies located in the re-
gion produce goods mostly with the intention
of exporting to other EU markets.

Bilateral V4-ROK trade is contracted within
sectors where most of regional South Korean
investments have been located, namely auto-
motive industry, machinery as well as electri-
cal and electronic products. The dominant sec-
tors for both import and export are mechanical
and electrical machinery (HS84 & HS85), and
motor vehicles (HS87), including their parts
and accessories. These sectors alone are re-
sponsible for almost 2/3 of V4 imports from
South Korea and almost half of their exports
(graph 3). It is clearly visible that the structure
of trade, as was stated above, has been domi-
nantly fueled by the FDIs, where VV4’s import
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from SK is substantially purposed for produc-
tion processes by Korean investments/facto-
ries in those countries (Michalski 2018). The
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detailed structure of mostly traded goods (4-
digit HS headings) for individual V4 countries
is presented in table 2.

Figure 3. Trade Intensity Index for V4, the EU and the Republic of Korea (2004-2022)

V4 import from ROK
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28 INORGANIC CHEMICALS; ORGANIC OR INORGANIC
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Sources: Own study on Eurostat/Comext 2023.

K orean investment projects located in the V4
countries have not only determined the struc-
ture of trade, but it might be expected that they
influenced the technological sophistication of
trade between the parties, as well as with other
V4’s trade partners (as SK’s investments in
the region have been located also with an in-
tention of production and export to other EU

V4 export to ROK

37%

= 85 ELECTRICAL MACHINERY AND EQUIPMENT

= 84 NUCLEAR REACTORS, BOILERS, MACHINERY AND
MECHANICAL APPLIANCES

= 87 VEHICLES OTHER THAN RAILWAY OR TRAMWAY
ROLLING STOCK

= 90 OPTICAL, PHOTOGRAPHIC, CINEMATOGRAPHIC,...,
MEDICAL OR SURGICAL INSTRUMENTS AND APPARATUS

71 NATURAL OR CULTURED PEARLS, PRECIOUS OR
SEMI-PRECIOUS STONES, PRECIOUS METALS, METALS
CLAD WITH PRECIOUS METAL

OTHERS

markets). The sectoral profile of Korean in-
vestments in the region, and their mentioned
impact on the structure of trade, might suggest
the assumptions about the positive change of
technological sophistication of V4’s exports
(Michalski 2018). This assumption might be
supported by general transformations of V4

Trade and Investment Cooperation between South Korea and the Visegrad Group



jo1ig Awouod3 plaom

economies towards more developed and ab-
sorbing new technologies into their production
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sectors.

Table 2. Most Important HS Heading for V4-South Korea Bilateral Trade (2018-2022)

IMPORT from ROK EXPORT to ROK

CZ-Czechia
8708 Parts and accessories of the motor vehi- | 31.9 | 9027 Instruments and apparatus for physicalor | 10.9
cles % chemical analysis %
8512 Electrical lighting or signaling equipment, o . o
windscreen wipers, defrosters and demisters 4.2% | 4011 New pneumatic tyres, of rubber 6.2%
8407 Spark-ignition reciprocating or rotary inter- 3.8% 8708 Parts and accessories of the motor vehi- 4.7%
nal combustion piston engine % cles P
8703 Motor cars and other motor vehicles princi- 2.8% 4002 Synthetic rubber and factice derived from 4.5%
pally designed for the transport of persons “©% | oils; mixtures of natural rubber o7
8526 Radar apparatus, radio navigational aid ap- 2,79 9012 Electron microscopes, proton micro- 4.5
paratus and radio remote control apparatus "7 | scopes and diffraction apparatus o7

HU-Hungary
3824 Prepared binders for foundry moulds or | 15.1 | 8708 Parts and accessories of the motor vehi- 9.6%
cores; chemical products and preparations % cles o7
3092 Blood, |mmun.olog|cal products; vaccines, 1?'8 8507 Electric accumulators; parts thereof 6.5%
toxins, cultures of microorganisms %
8479 Machines and mechanical appliances hav- | 14.2 | 8471 Automatic data-processing machines; (...) 6.2%
ing individual functions; parts thereof % machines for transcribing and processing data e

. . L 8516 Electric water heaters; electric space- and
?127011iﬁgéofrgfggn(i?:tr?t;?r:ozerfjmi gzgmn?jsa;tém) 6.8% | soil-heating apparatus; electro-thermic appli- | 4.6%
g P g ances
ﬁgﬁ)f‘ d'\él;g;;;f,ftrﬁdeﬁgﬁgmiogfvsgrfﬁsspnnC" 4.4% | 6909 Ceramic wares for technical uses 3.9%
PL-Poland
8507 Electric accumulators; parts thereof 1?'1 7112 Waste _and scrap of precious metal or of 17.9%
% metal clad with precious metal (...)
2841 Salts of oxometallic or peroxometallic acids | 8.9% 851(.) Electrlp shav<.ers, hair clippers and hair-re- 5.0%
moving appliances; parts thereof

2853 Phosphides; inorganic compounds; com- 5.5% 8212 Non-electric razors and razor blades of 4.5%
pressed air; amalgams 27 | base metal o7
S;I(I)y3 dl\élé)it;r;;;z?tr;]i?[igﬁ;:;r;c;:o;fvs:rlsc:;ssprlnC|— 4.6% | 6909 Ceramic wares for technical uses 3.7%
8529 Parts suitable for use solely or principally 3.6% 8504 Electrical transformers, static converters, 2 4%
with the apparatus of headings 8525 to 8528 27 | and inductors; parts thereof e

SK-Slovakia
8708 Parts and accessories of the motor vehi- | 23.0 | 8703 Motor cars and other motor vehicles prin- | 55.0
cles % cipally designed for the transport of persons %
vsvﬁg?ntP:rrr:Z|Scti)rr[ggijz:i?)rnupsi:tsglzlr{g?r:eprmc'pa”y 9.4% | 4011 New pneumatic tyres, of rubber 8.2%
8407 Spark-ignition reciprocating or rotary inter- 7.0% 8708 Parts and accessories of the motor vehi- 6.1%
nal combustion piston engine =7 | cles =
8414 Air or vacuum pumps; compressors and . . .
fans; ventilating or recycling hoods incorporating | 5.2% 547.9 Maghlnes and .me?hanlcal appliances 4.2%
afan aving individual functions; parts thereof

. - 8414 Air or vacuum pumps; compressors and
stiﬁ?hza;spzt’;ﬁgi:ﬁ;;j;ggg&g tgr|8r150|2p8ally 3.4% | fans; ventilating or recycling hoods incorporat- | 3.5%
ing a fan
Sources: Own study on Eurostat/Comext 2023.
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However, the structure of V4-ROK trade over
latest years deliver some interesting observa-
tions on the technological sophistication of bi-
lateral trade. From the perspective of the V4
region it is clearly visible the downward trend
of the share of high-tech goods in import from
South Korea (table 3). While in 2004 those
products amounted to more than 60% of the
region’s total import value, lately it has de-
creased to only ¥ of the total value. Contrary
the medium-tech goods (MTM) have recorded
strong increase in the share of V4’s imports
from South Korea, mostly in the group of
goods defined as MTM ‘engineering’ and
‘process’. The share of MTM goods for auto-
motive industry imported to the V4 region re-

mained relatively stable in the analyzed period.

However, at the country’s level it can be no-
ticed an increased importance of those goods
in import to the Czech Republic (from 19.5%
in 2004 to 32.2% in 2022) and Slovakia (from
8.0% to 24.1% respectively). Contrary for
Hungary the share of automotive goods has
decreased to only 4.6% (2022) from 11.4% at
the beginning of the analyzed period. The
analysis of the import’s structure delivers also
an interesting observation of growing dynam-
ically - in last few years — imports of re-
sourced-based manufactures. While just a few
years ago those goods played a marginal role
in imports to V4 countries, lately the share has
been dynamically growing. This refers pre-
dominantly to Poland — in 2022 the share of
resource-based products increased to ca. 30%
of import value (2.1 bn EUR). This is mostly
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caused by growing import of inorganic chem-
icals (table 2).

Similarly, to import, the importance of high-
tech goods in VV4’s export to South Korea has
decreased in the analyzed timeframe. In 2004-
2022 the combined share for all V4 countries
decreased from 32.8% to 22.9% in 2022, but
at individual country level situation is more
complex. This general downward trend has
been fueled by Hungary (from 55.4% in 2004
to 34.2% in 2022) and Slovakia (31.6% to 4.6%
respectively), while some positive trends have
been noted by the Czech Republic (from 17.5%
in 2004 to 31.2% in 2022) and Poland (14.5%
to 18.3% respectively). At the same time, the
general region-level analysis suggests quite
stable share of medium-tech goods exported to
Korea, but also here there are essential differ-
ences between countries. Poland and the
Czech Republic have experienced decreasing
share of those goods in their export to the ROK
(from 54.4% and 53.1% in 2004 to 30.0% and
33.8% in 2022). Contrarily, Hungary (from
19.2% to 34.5%, respectively) and Slovakia
have expanded their export in this category.
The letter one has achieved the highest share
of MTM exports from all V4 - 87.7%, of
which the vast majority were automotive
goods (63.4% of total Slovak exports to South
Korea in 2022). It is also clearly perceivable
the decreasing share or primary products in
V4’s exports to South Korea and growing im-
portance of resource-based goods (table 3), in-
cluding agro-based products.

Trade and Investment Cooperation between South Korea and the Visegrad Group
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Table 3. Technological Sophistication of the V4-ROK Trade for Selected Years (% of total)

2004 | 2006 | 2008 | 2010 | 2012 | 2014 | 2016 | 2018 | 2020 | 2022

IMPORT
Primary products PP | 0.4% | 0.3% | 0.2% | 03% | 04% | 02%] 03% ]| 05% ]| 24% | 2.2%
RBM 12% | 09% | 1.7% | 16% | 18% | 26% | 29% | 29%| 6.7% | 13.2%
RBM agrobased | 0.6% | 0.6% | 1.0% | 08% | 1.2% | 1.8% | 22% | 2.0% | 15% | 1.7%
RBM other 06% | 03%| 06%| 08%| 06%| 08%| 07%| 08%| 52% | 11.5%
LT™ 75% | 52% | 61% | 54% | 6.0% | 80%| 9.7%| 99%| 7.7%| 6.6%
L™ tfiﬁt':,‘;’e%irme”t 28% | 1.0%| 06%| 05%| 06%| 08%| 1.3%| 11%| 07% | 0.4%
LTM other products | 4.7% | 44% | 5.6% | 4.9% | 54% | 7.2% | 84% | 88% | 71% | 6.2%
MTM 28.5% | 26.4% | 26.9% | 27.7% | 39.2% | 43.2% | 53.2% | 52.5% | 48.1% | 54.0%

MTM automotive 11.0% | 11.3% 9.0% 9.8% | 17.2% | 17.4% | 22.2% | 20.3% | 14.7% | 12.8%

MTM engineering 12.4% | 12.0% | 14.7% | 15.2% | 19.1% | 20.7% | 24.5% | 24.9% | 23.9% | 24.1%

MTM process 52% | 34% | 32% | 2.6% | 3.0%| 51% | 65%| 7.3% | 94% | 171%

HTM 62.2% | 67.2% | 65.1% | 65.0% | 52.8% | 45.9% | 33.9% | 34.2% | 35.3% | 24.0%

HTM;'{S;Z‘;;:C and | 578% | 54.7% | 50.7% | 49.1% | 30.9% | 30.4% | 24.6% | 24.7% | 26.4% | 19.8%

HTM other 45% | 12.5% | 14.3% | 15.9% | 21.9% | 15.5% | 9.3% | 9.5% | 89% | 4.2%
EXPORT

Primary products PP | 13.0% | 13.3% 5.6% 4.3% 8.2% 3.0% 4.8% 1.5% 1.2% 2.5%

RBM 9.0% | 12.4% | 84% | 11.7% | 10.3% | 12.0% | 14.7% | 19.7% | 24.8% | 23.6%

RBM agro based 13% | 20% | 23%| 22%| 35%| 49%| 67%| 9.0%| 9.2%| 81%

RBM other 86% | 10.4% | 61% | 95% | 6.8% | 74% | 80% | 10.7% | 15.6% | 15.6%

LT™ 55% | 6.3% | 72% | 97% | 15.7% | 17.6% | 13.1% | 13.6% | 11.0% | 9.6%

LT™M tfiﬁt':,‘;’e%irme”t 06% | 05%| 04%| 07%| 11%| 09% | 12%| 1.3%| 11% | 1.4%

LTM other products | 4.9% | 5.8% | 6.7% | 9.0% | 14.6% | 16.8% | 11.9% | 12.3% | 9.8% | 8.2%

MTM 38.8% | 43.6% | 57.4% | 45.5% | 49.7% | 51.5% | 47.6% | 40.9% | 39.9% | 41.2%

MTM automotive 11.0% | 15.1% | 15.6% | 11.0% 7.8% | 10.3% 8.9% 71% | 17.0% | 16.4%

MTM engineering 22.3% | 25.3% | 37.1% | 30.7% | 37.3% | 36.3% | 34.0% | 28.2% | 17.8% | 20.4%

MTM process 55% | 3.3% | 4.8% | 3.8% | 4.6% | 49%| 47%| 56%]| 51% | 4.4%
HTM 32.8% | 24.4% | 21.3% | 28.7% | 16.1% | 16.7% | 19.7% | 24.1% | 23.0% | 22.9%
HTM;f(ftt:lgg:C and | 595% | 19.1% | 16.4% | 22.3% | 87% | 8.0% | 9.5% | 13.2% | 13.3% | 13.1%
HTM other 33% | 52% | 4.9% | 63%| 74% | 7.7% | 10.2% | 10.9% | 9.7% | 9.8%

Notes: Technological categories by UNCTAD (Lall (2000); SITC rev.3 products): RBM - Resource-based manufac-
tures, LTM - Low technology manufactures, MTM - Medium technology manufactures, HTM - High technol-
ogy manufactures.

Sources: Own calculations on Eurostat/Comext 2023.

T he reasons behind the structural changes in uct-level would provide more detailed conclu-
technological sophistication of trade have sions. The above regional perspective (V4) in-
multidimensional character and only more in- duces to draw general assumptions that the
depth analysis at individual country- and prod- perceivable tendencies, including growing
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share of MTM in V4’s imports, have been
fueled by Korean investments in the region
followed by growing import of input to pro-
duction. Moreover, the growing share of
MTM classified as ‘engineering’ and ‘process’
may be related to higher diversification of
trade and increasing importance of Korean im-
port in other sectors than only electronic/elec-
trical or automotive. The expanding share of
resource-based manufactures may have two-
fold causes. Firstly, there is a perceivable
growth of export of agri-food products from
V4 to Korea. Although the value of exports in
this section is still modest, there is a clear up-
ward trend. Secondly, evolving structure of
production in Korean automotive investments
located in the region e.g., towards EV compo-
nents requires increasing import of RBM
(such as inorganic chemicals). Although those
processes explain some of observed changes,
further detailed analysis would deliver more
comprehensive causation.

I11. South Korea as a Foreign
Investor in V4 Countries

| he economic transformation of V4 countries
launched in the early 1990s has been accom-
panied with opening of those economies not
only to global trade, but also to foreign direct
investments. The restructuration of many eco-
nomic sector and privatization of stated-
owned enterprises (especially in the first phase
of economic transformation) required inflows
of external capital to the region. Developing
economies of V4 had become attractive place
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for locating FDIs that were engines of struc-
tural changes, growing productivity and in-
creasing innovativeness of V4 economies
(Mazur and Takemura 2020). While in the first
phase of economic transformation foreign in-
vestments were coming mostly from Western
Europe and other developed countries (US, Ja-
pan), in the following years the region has also
drawn attention and attracted FDIs from other
Asian countries, including the Republic of Ko-

rea (Elteté and Szunomar 2015).

South Korean investors have been present in
the region since the beginning of the VV4’s eco-
nomic transformation, although initially at a
marginal level. The rising trend of Korean
FDIs coming to the region, that accelerated in
the mid-1990s, was slowed down by the Asian
financial crisis of 1997. The second accelera-
tion of FDIs inflows to the Visegrad countries
was related to their membership in the Euro-
pean Union. The analyzed countries attracted
more attention from external investors in years
following their unification with the Single Eu-
ropean Market. However, the most dynamic
increase in South Korean investment projects
has been observed in recent years (graph 4).
This proves the strong position of V4 as host
countries for Korean investors. Stable eco-
nomic situation in the region and positive ex-
perience of investors from previously imple-
mented investment projects, some recovery of
EU economy in the second half of the 2010s
and growing trend towards electromobility
that requires new large-scale investments,
have fueled the latest wave of South Korean
investments coming to V4. Moreover, many
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projects have been located in the region not
only to serve other EU markets and Korean in-
vestors are increasingly aware of growing de-
mand in the region itself.

By the end of 2021 South Korean companies
were among the most significant foreign in-
vestors in V4 countries. The total value of Ko-
rean FDIs in the V4 amounted to 19.3 bn USD.
That constituted more than ¥ of all Korean
FDIs in the EU (orange line in graph 4). This
ranks the Republic of Korean as the most im-
portant Asian investor in V4 countries (except
Hungary for which Singapore is a leader), out-
pacing Japanese and Chinese companies in the
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region (5.5 bn USD and 5.0° bn USD respec-
tively). For the Czech Republic, Poland and
Slovakia the Republic of Korea is also the
most significant non-European investor. This
is particularly evident in the case of Slovakia,
where South Korea is the 5" largest investor
globally and is responsible for approximately
80% (2021) of all non-European investments
located in the country (for the Czech Republic
and Poland the shares amounted to 30-40% re-
spectively). The share is definitely lower for
Hungary (3.5%), but even in this case South
Korea remains in top 10 most important inves-
tors.

Figure 4. Korean FDI Positions in V4 Countries in 2006-2021 (millions USD)
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K orean investment projects in V4 have been

heavily concentrated in manufacturing sector.
In 1991-2021 almost 90% of all SK FDI in-
flows to the region were located in this sector

3 The combined value of investments from the PRC and
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(for Slovakia the share was extremely high
and amounted to 98.3%). The remaining sec-
tors, in which Korean investors located their
capital in V4 countries, were: wholesale and

Hong Kong SAR.
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retail trade — 3.6% of all FDIs (with a rela-
tively high share in the Czech Republic - 8.7%
of Korean FDIs in this country), real estate ac-
tivities — 2.6% (with the highest value for Po-
land — 5.3%) and construction — 2.1% (4.5%
in Poland). Korean FDIs in financial and in-
surance activities constitute also relatively
high share of 6.6% only in Hungary while they
are marginal or nonexistent in other countries
of the region.

| he sectoral structure of Korean investments
in the V4 has been strongly determined by mo-
tives of Korean companies standing behind
their decisions on locating FDIs in Central Eu-
rope. Those are based on competitive ad-
vantages and opportunities provided by V4 as
hosting countries. Firstly, V4 countries - due
to their central location at the continent and
continuously developing infrastructure (logis-
tics, transport and communication infrastruc-
ture) - have been providing easy access to the
whole EU/European market. The competitive
edge of V4 has also been strongly improved
by their membership in the EU, and in partic-
ular in the European Single Market with its all
opportunities. Transforming economies of the
Visegrad Group have been experienced grow-
ing productivity and they still offer relatively
cheap (when compared to West European
countries) workforce. As Endrédi-Kovacs,
Kutasi and Stukovszky (2015) claimed in their
analysis of motives of Korean FDIs in the re-
gion, the relatively cheap and well-qualified
workforce makes V4 countries as one of the
best places in Europe in terms of price and
quality relation. The analyzed countries have
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also a historical industrial experience (incl. au-
tomotive industry), that has been an asset
when taking into account a sectoral structure
of Korean investments (mostly automotive in-
dustry, electronics). This historical and mod-
ern manufacturing experience of V4 has also
been mirrored in numerous and diversified
high-quality automotive suppliers, including
small and medium-sized companies cooperat-
ing with global investors/producers. That is of
paramount importance when ca. 90% of SK
investments in the region are concentrated in
manufacturing.

T he strong presence of SK investors in Cen-
tral Europe and the role of V4 countries as a
gateway for Korean companies seeking busi-
ness expansion in the EU market lay a solid
foundations for further development of Ko-
rean investments in this region. New opportu-
nities for investment co-operation will be
greatly influenced by transformations towards
green and digital economy that are among pri-
orities for the EU. This policy agenda signifi-
cantly shapes economic processes and the ne-
cessity of structural changes in VV4’s econo-
mies, production and trade. In this context the
general trend towards electromobility has cre-
ated new opportunities and Korean companies
have already launched investments related to
the production of electric cars and automotive
components for electromobility. Already now
V4 countries have become an important hub
for production of EV batteries, solidifying
their important position in EU electromobility
sector. This generates new investment oppor-
tunities also for Korean automotive sector and
investors.
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(Green and digital transformations require
many adjustments and new investments in V4
countries in sectors such as energy production
and infrastructure. Consequently, this creates
new prospects for co-operation in power gen-
eration, including hydrogen and nuclear en-
ergy (e.g., the construction of new (Poland)
and modernization of existing (Czech Repub-
lic) nuclear power stations). The green and
digital transformation creates also a growing
space for trade and investments in fields such
as broadband networks, intelligent transporta-
tion systems, e-government or smart cities. V4
countries also seek for broader co-operation in
new fields such as material research, artificial
intelligence, nanotechnology, or biotechnol-
ogy. Economies such as Slovakia are over-de-
pendent on automotive industry and they look
for higher diversification of investments and
stronger co-operation in other sectors. As the
countries have been losing gradually their rel-
ative advantage of low-cost production (in-
crease of salaries, high inflation), greater em-
phasis should be placed on innovation-based
manufacturing and R&D sectors.

IV. Concluding Remarks

Over the last years trade co-operation be-
tween V4 countries and the ROK has ex-
panded dynamically and was strongly corre-
lated with the growing role of the partners in
international trade. Stable and continuous
growth of bilateral V4-ROK trade has led to
the current situation in which the combined
market of all 4 Visegrad countries is the most
important destination for Korean exports to
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the EU. The collective V4 countries are also
among top export markets for SK’s exports
globally.

Since V4 countries joined the EU in 2004 the
bilateral VV4-South Korea trade have expanded
dynamically; both exports and imports have
increased more than tenfold. However, there is
a strong structural imbalance in this trade.
While V4 countries are among top importers
of goods exported from Korea to Europe, their
presence and exports to the Korean market is
still very limited. Over last 20-30 years the
structure of trade between the partners have
been strongly influenced by Korean direct in-
vestments located in those countries. However,
the latest years have brought a higher sectoral
diversification of trade that might suggest that
new sectors and new products may come as
important ones for future bilateral trade be-
tween Visegrad countries and the Republic of
Korea.

\/4 countries have also been an attractive
place for Korean investments in Europe. Their
unique central location in the European conti-
nent, membership in the EU with an unre-
stricted access to the Single European Market,
well-qualified and still relatively cheap work-
force have made those countries a very attrac-
tive place for South Korean investments.
While historically most of SK FDIs in the re-
gion has been located in manufacturing (auto-
motive, electronics), there are potentially at-
tractive growing prospects for investments in
other sectors such as energy production, infra-
structure, transportation and digital economy.
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T he evolving political situation in Europe has
also created new conditions for closer rela-
tions of the V4 and South Korea. In 2022 Po-
land and South Korea signed weapon contracts
(ca. 9 bn USD in the first phase) to supply Ko-
rean tanks, rocket launchers and aircrafts to
the modernizing Polish army. While this is the
biggest contract of this kind for Korean pro-
ducers and opens new opportunities for
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ROK’s weapon export to Europe, there is also
a political dimension at play here. South Korea
is seen, in the current unstable global political
situation, as a reliable and trustworthy politi-
cal partner for Central European countries.
This is of paramount importance for further
development of closer bilateral trade and in-
vestments relations in the context of decou-
pling global economic system.Kige
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