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ABSTRACT

Determinants for Korea-China Trade Volume

Liu BeiBei* - Chang Hwan Choi**

China and Korea have interacted with each other for 20 years since 1992 when China and Korea
established diplomatic relations. During this period, the trade and investment between two countries have
increased rapidly. In addition to the enhancement of economic cooperation and the expansion of personal
exchange, the relationship between two countries was upgraded to mutual strategic cooperative relationship
in 2008 from the 1 friendly and cooperative relations and the economic exchange and cooperation were
largely expanded.

In this paper, the current situation and characteristics of the trade between China and Korea were figured
out. In order to find out the development direction of China and Korea trade, through empirical analysis,
the correlation of decisive factors that influence the trade amount of these two countries were analyzed.
In terms of dependent variables for the empirical analysis, the trade amount between China and Korea
was considered. While the GDP of these countries, the direct investment amount of two countries and the
openness of external trade of these countries were considered as independent variables. The degree of
economic freedom of these countries was set as policy variable.

According to the analysis results, when the GDP of China and Korea is getting higher, there is positive
influence on the trade amount of China and Korea. It is showed that the direct investment of Korea has
positive influence on the trade amount of China and Korea. Meanwhile, there is negative influence of
China’s direct investment on the trade amount. When the degree of freedom of these countries is getting
higher, the influence of trade amount was showed significantly. Furthermore, when the economic freedom
of these countries is getting higher, the insignificant things about trade amount of China and Korea were

extracted as insignificant.

Key Words : Trade Volume of China and Korea, GDP, Direct investment. Freedom of Trade

* Dankook University International trade department Master.
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