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The Effect of Foreign Direct Investment on Corporate Financial
Performances: Focused on Comparison between
Korean SMEs and Large Enterprises

Maeng, Seon Bae*
Kim, Soon Choul*

Abstract

This study aimed to empirically analyze the effect of Korean companies’ FDI(Foreign Direct Investment) on their financial
performances, particularly divided into profitability, stability, growth and activity, while comparing distinct financial performances between
SMEs(small and medium-sized enterprises) and large enterprises whose corporate attributes are different from each other. As research
subjects, this study selected FDI Korean companies from the directory of oversea-expanded companies of KOTRA(Korea Trade-Investment
Promotion Agency) and used financial data from a total of 409 companies(136 SMEs and 273 large enterprises) with complete financial
data for the first five years after the initial investment out of all the financial data from 1990 to 2021.

The analysis results can be summarized as follows; In the profitability sector, FDI had positive effects on ROA(Return on Assets) and
ROS(Return on Sales) of SMEs, while having negative effects on those of large enterprises to the contrary. In the stability sector, FDI
had no statistical significance for SMEs, while having significantly negative effect on LEV(Debt to Equity Ratio) of large enterprises. In
the growth sector, FDI had significantly negative effect on AGR(Asset Growth) of SMEs, but showed no significant results for large
enterprises. In the activity sector, FDI showed no statistical significance for SMEs, while having positive effects on ATR(Asset Turnover
Ratio) and FATA(Fixed Asset Turnover Ratio) of large enterprises. In conclusion, it was found that when having made FDI, SMEs and

large enterprises showed different financial performances from each other in terms of profitability, stability, growth and activity.

Keywords: FDI, financial performances, SMEs, large companies

* First Author, Doctoral Student, Soongsil University, enterprise m@naver.com
** Co-Author, Associate Professor, Soongsil University, soon311@ssu.ac.kr

26 Asia-Pacific Journal of Business Venturing and Entrepreneurship Vol.18 No.6





