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Introduction

The purpose of the European Business in Korea is to take an annual snapshot of
European companies’ perceptions, successes, and challenges in Korea, the first survey
of which was conducted in 2014.

With consistency was one of the key factors that guided the questionnaire’s design and
data analysis, an online survey platform akin to that of the previous years was set up for
participating companies. This year’'s survey took place from January 22 to February 8,
2024.

The gathering of such replicable data was done in order to trace and understand the
development of company strategies and perceptions year-on-year. However, as not all of
the participants answered all of the questions, the total number of respondents are noted
above each graph. A detailed breakdown of the survey’s participants’ profile can be found
in the appendix.

ECCK and KGCCI along with 10 other European chambers in Korea partnered up to
publish this survey. With the European Chamber of Commerce in Korea as the initiator,
the Korean-German Chamber of Commerce and Industry, the British Chamber of
Commerce in Korea, the Belgian-Korean Business Forum, the Dutch Business Council
Korea, the Finland Chamber of Commerce and Industry in Korea, French-Korean
Chamber of Commerce and Industry, Italian Chamber of Commerce in Korea, Norwegian
Business Association, Spanish Chamber of Commerce in Korea, Swedish Chamber of
Commerce in Korea, Swiss-Korean Business Council worked together to collect the data
for this report.
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European Chamber of Commerce in Korea (ECCK)

Tel: +82 (0)2-6261-2700, Fax: +82 (0)2-6261-2730

Email: ecck@ecck.or.kr, Web: www.ecck.or.kr

Address: 5F, Seoul Square, 416 Hangang-daero, Jung-gu,
Seoul, Korea 04637

Korean-German Chamber of Commerce and Industry (KGCCI)

Tel: +82 (0)2-3780-4600, Fax: +82 (0)2-3780-4637

Email: info@kgcci.com, Web: korea.ahk.de

Address: 8F, Shinwon Plaza, 85, Dokseodang-ro, Yongsan-gu,
Seoul, Korea 04419

British Chamber of Commerce in Korea (BCCK)

Tel: +82 (0)2-6365-2300

Email: marketing@bcck.or.kr, Web: bcck.or.kr

Address: 4th Floor, The-K Twin Towers, B-dong, 50, Jong-ro 1-gil,
Jongno-gu, Seoul, Korea 03142

Belgian-Korean Business Forum (BKBF)

Email: committee@bkbfseoul.com,
Web: www.bkbfseoul.com

Dutch Business Council Korea

Tel: +82-(0)70 4759 2121, Fax: +82-(0)70-4759-2002
Email: info@dbckorea.org
Address: 8F, Seoul Finance Center, 136 Sejong-daero, Jung-gu, Seoul

Finland Chamber of Commerce and Industry in Korea (FINNCHAM)

Tel: +82 (0)31-283-0900, Fax: +82 (0)31-283-0899

Email: finnchamkorea@naver.com, Web: www.finncham.or.kr

Address: Cargotec Korea Ltd, Cargotec MCC Bldg., 371-2 Singal-Dong,
Giheung-Gu, Yongin, Gyeonggi-Do, Korea 17093
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French-Korean Chamber of Commerce and Industry (FKCCI)

Tel: +82 (0)2-2268-9505/ Fax: +82 (0)2-2268 9508

Email: welcome@fkcci.com, Web: www.fkcci.com

Address: Nobel B/D, 5th floor, 16, Teheran-ro 78-gil, Gangnam-gu,
Seoul, Korea 06194

Italian Chamber of Commerce in Korea (ITCCK)

Tel: +82 (0)2-556-4379/ 82-(0)10-6529-1520

Email: itcck@itcck.org, itcck@naver.com, Web: www.itcck.org
Address: 2F, Yurim Bldg, 17, Nonhyeon-ro 71-gil, Gangnam-gu,
Seoul, Korea 06248

Norwegian Business Association, Korea (NBA)

Tel: +82 (0)2-727-7100, Fax: +82 (0)2-727-7199

Email: yky@mfa.no, Web: www.nbakorea.org

Address: 13F, Jeong-dong Building, 21-15 Jeongdong-gil, Jung-gu,
Seoul, Korea 04518

Spanish Chamber of Commerce in Korea (ESCCK)

Tel: +82 (0)10-2440-1480

Email: info@escck.com, Web: www.escck.com

Address: #153, Floor L, 17, Seocho-daero55-gil, Seocho-gu,
Seoul, Korea 06604

Swedish Chamber of Commerce in Korea (SCCK)

Tel: +82 (0)10-3755-0423
Email: scckinseoul@gmail.com, Web: www.scckkorea.com

Address: C/O Embassy of Sweden, Danam Building 8th FL, 10 Sowol-ro,

Jung-gu, Seoul, Korea 04527

Swiss-Korean Business Council (SKBC)

Tel: +82 (0)10-7369-7393
Email: info@skbckorea.com, Web: www.skbckorea.com

Address: 101-1805, Byeoksan Live Parkl59, Solsaem-ro, Gangbuk-gu,

Seoul, Korea 01191
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Executive Summary (1)

The economic development of the year 2023 has been impacted once again by inflation and
its countermeasures, the continuous Russian war against the Ukraine and the ongoing
global trade tensions. The attack on Israel with the conflict in Gaza added further stress on
the global economy. Due to external factors, trade between the European Union, the
European Free Trade Association (EFTA), and the United Kingdom on one hand, and Korea
on the other, has slightly decreased.

Exports from the respective European countries to Korea amounted to USD 77.6 billion,
representing a decrease of around 2% compared to 2022. Conversely, goods exported from
Korea to these countries remained almost the same as last year, showing a slight increase
of 0.9%, from USD 75.1 billion to USD 75.8 billion. These trends are reflected in this year’s
Business Confidence Survey, in which 172 European companies participated.

The overall feedback regarding the business development in 2023 remains on a positive
level, however less bullish than in 2021 and 2022. The majority of European companies
operating in Korea were once again satisfied with the business performance in 2023.
However, the satisfaction percentage declined faster from 71% in 2021 over 68% in 2022 to
58% last year. Over the same period, the number of businesses considering their economic
activity as average increased from 17% over 23% to 30%.

When asked about its revenues, every third company reported a significant increase of
more than 10%, every fifth company saw an increase between 5% and 10%. However, a
year ago, the accumulated numbers were 14% higher. Profitability remained high with 42%
of companies recording an increase of the EBIT (Earnings Before Interest and Tax) of more
than 5%. This is less than the 54% of respondents regarding the year 2022 and even 58%
for the year 2021. The trend that the business situation is stabilised on a rather high level
after years of strong growth is documented by the 42% of companies reporting an EBIT
margin about the same as the year before, an increase of 10% compared to the previous
year.

When it comes to the business outlook for their industry in Korea within the next two years,
the sentiment seems to lighten up: Regarding sales, 9% are highly optimistic, 38% are
partially optimistic compared to 5% and 35% respectively in last year's survey. Profitability
expectations improve as well, however less than the sales numbers. Confidence in the
Korean market is also depicted as 51% of companies intend to increase their investment
and/or operation expenses and 41% plan to maintain their level. 54% anticipate a growing
work force, every third company plans to maintain the current level.

1.Member States of the European Union, Member Sates of the European Free Trade Association and United Kingdom.
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Executive Summary (2)

The Korean market continues to gain importance for European companies’ global strategy.
More than every second enterprise expects a growing significance of the Korean business
operation even though the Korean market had already reportedly become more pivotal over
the past years.

Besides the mixed business development in the past year and the more confident
expectations, the replies of the European companies point out areas of concerns and fields
of improvements.

The number of companies assessing that doing business in Korea has become more
difficult in the past two years stays high with almost every second company reporting this.
However, the number is 4% less than in 2022 and 9% less than in 2021. 44% of the
company representatives state that the reforms implemented in 2023 were helpful or at least
partially helpful, 3% less than in 2022. The confidence that the government will implement
meaningful reforms in 2024 has dropped: Only 9% expect positive changes, 10% less than
in the last survey. The number of businesses being pessimistic about significant reforms
went up from 28% to 44%. Also, the satisfaction of companies regarding labour costs and
labour relations has significantly declined compared to last year.

The economic growth and the capacity for innovation continue to be perceived as positive
market parameters with satisfaction higher than the non-satisfaction score. In contrast, the
feedback about the legislative environment, the discretionary enforcement of regulations as
well as the transparency of policy-making and implementation remains critical with 40% to
50% of the respondents expressing dissatisfaction. Regarding the questions if government
policies relevant to foreign companies have become less fair in the respective sector over
the past two years and what companies expect, around 50% of respondents state that it has
been and will be as fair as it was and is. However, the number of companies having no
opinion on how the treatment of foreign companies will develop within the next two years
increased from 2% to 16%. This indicates the grown uncertainty in the business community
about the policy development.

The Korean-European business relations have proven to be robust despite the challenging
economic circumstances globally. This survey shows the confidence of the European
business community that the bilateral economic relations can continue to grow. To even
enhance investment and trade, it is necessary to address the described concerns in an
adequate and timely manner. The Business Confidence Survey is designed to help
managers and policy makers to make future oriented decisions for the mutual benefit of the
Korean and European economy and their companies.
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Business Development

How would you describe the business outlook for your industry in Korea
within the next 2 years? (£172)

_ | Highly Pessimistic [ Partially Pessimistic I Meutral [ Partially Optimistic ] Highly Optimistic

100

Highly Optimistic: 5% Highly Optimistic: 2% Highly Optimistic: 4%

Highly Optimistic: 9%

80

60

40

20

7 Sales 2022 Sales 2023 Profit 2022 Profit 2023

« In terms of future sales prospects, 47% of companies (compared to 40% in 2022) view them
rather positively. Regarding the outlook for profitability, 27% of responding companies (up
from 24% in 2022) hold a positive view.

« Meanwhile, pessimistic prospects for both sales and profit have slightly decreased; from 20 to
17% for sales, and from 28 to 26% for profit.
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Business Development

How would you characterize the importance of Korea in your company’s
overall global strategy?

[ Declining Importance [ Same level of Importance @ Increasing Importance

100

80

60

40

20

2021 (Z154) 2022 (2184) 2023 (2172)

» Korea has played an important role in European companies' overall global strategy, although
its increasing importance has slightly decreased from 59 to 53%.
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Business Development

How do you view your company’s performance in Korea?

Very Discontent Discontent @ Average Content
B Very Content

100

Very Content: 13%

Very Content: 25% Very Content: 20%

80

Content: 45%

60

Content: 48%
Content: 46%

40

. Discontent: 10%
. 0,
Discontent: 11% Discontent: 8%
0 Very Discontent: 1% Very Discontent: 1% Very Discontent: 2%
2021 (5154) 2022 (5184) 2023 (3172)

« The percentage of companies satisfied with their business performance decreased by 10%
compared to 2022. In 2023, 58% of companies (compared to 68% in 2022) expressed
contentment or very contentment with their business performance in Korea.

« Meanwhile, the percentage of companies expressing discontentment or very discontentment
was at 12% in 2023.
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Business Development

Do you plan either to increase or to decrease investment / operational
expenses?

| Decrease [ No Change 0 Increase

100

80

60

40

20

2021 (3154) 2022 (3184) 2023 (3172)

« The majority of the companies, nearly 92% of respondents are planning to either increase or
at least maintain the investment / operational expenses.
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Business Development

How did your company’s revenue in Korea change in 2023 compared to
that of 20227

Decreased substantially (>10%) Decreased (5-10%) @ About the same (+/-5%)
Increased (5-10%) B Increased substantially (>10%)

100

Increased substantially
(>10%): 32%

80 Increased substantially Increased substantially
(>10%): 40% (>10%): 38%

60
Increased(5-10%): 19%

Increased(5-10%): 29% Increased(5-10%): 27%

40

Decreased (5-10%): 9%

Decreased (5-10%): Decreased (5-10%): 11%

Decreased Substantially

Decreased Substantially Decreased Substantially (>10%): 10%
0 (>10%): 5% (>10%): 3% i
2021 (3154) 2022 (3184) 2023 (3172)

« 51% of European companies operating in Korea reported a higher turnover compared to
previous years, while 30% reported a turnover more in line with the preceding year, and 19%
experienced a decrease in revenue.
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Business Development

How did your market share evolve in 2023 versus 2022?

| Decrease [ About the same @ Increase

100

80

60

40

20

2021 (3154) 2022 (3184) 2023 (3172)

» 38% of European companies reported that their market share increased, representing a 15%
decrease compared to the previous year. Meanwhile, 51% indicated that they maintained their
market position in 2023.

« 11% of participating companies observed a decline in their market share compared to the
previous year, which represents a slight increase of 2% compared to the preceding year.
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Business Development

How was your company's EBIT margin in Korea for 2023 compared to
2022 results?

Decreased substantially (>10%) Decreased (5-10%) @ About the same (+/-5%)
Increased (5-10%) B Increased substantially (>10%)

100

Increased substantially Increased substantially Increased substantially

(>10%): 27% (>10%): 25% (>10%): 22%

80

Increased(5-10%): 20%

60 Increased(5-10%): 31% Increased(5-10%): 29%

Decreased (5-10%): 9%

Decreased (5-10%): 14%

Decreased Substantially
(>10%): 7%

2021 (3154) 2022 (3184) 2023 (3172)

Decreased (5-10%): 7%

« There was a decrease in the number of companies reporting an increase in their EBIT margin
in 2023. In comparison with 2022, 54% of companies responded that their EBIT margin had
increased, whereas in 2023, this figure dropped to 42%.

« 42% stated that their EBIT margin remained about the same, while 16% reported experiencing
a decrease in their EBIT margin.

« 7% of European companies newly reported that their EBIT margin decreased substantially.
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HR/Labour

How satisfied are you with Labour Management - Labour Costs and
Labour Relations - at your company in 2023?

[ Very dissatisfied | Dissatisfied @ Neutral [ Satisfied B Very satisfied

100

Very satisfied: 2% Very satisfied: 3%

80

60

40

20

Labour Costs Labour Relations

« Opinions on satisfaction with labour costs and labour relations have significantly decreased
compared to the previous year, with satisfaction dropping from 29% to 12% in labour costs
and from 50 to 32% in labour relations.

« Regarding labor costs, 57% of respondents viewed them as neutral (compared to 52% in
2022), while 31% assessed them negatively (up from 19% in 2022).

« In terms of labor relations, 47% responded neutrally (compared to 40% in 2022), while 21%
expressed dissatisfaction, indicating an increase from the previous year (10% in 2022).
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HR/Labour

What has happened to the number of permanent positions in your
company in Korea in 2023?

| Decreased [ About the same @ Increased

100

80

60

40

20

2021 (3154) 2022 (3184) 2023 (3172)

« 41% of responding companies increased their permanent positions which shows quite
significant number has been dropped compared to the year of 2022.

» 44% showed that they employed a similar number of people and 15% companies reduced the
head count.
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HR/Labour

How do you expect the number of permanent positions in Korea to
evolve over the next two years?

| Decreased [ About the same @ Increased

100

80

60

40

20

2021 (3154) 2022 (3184) 2023 (3172)

« The majority of European companies are planning to either increase their workforce (54%) or
maintain it (34%).

« However, 12% of respondents anticipate a reduction in employees, which has seen a slight
increase from previous years.
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HR/Labour

What was the level of your staff turnover in Korea in 20237

[ Below 10% [ 10-20% M 20-30% [ 30-40% Bl Over 40%

100 Over 40%: 2%
Over 40%: 3%

Over 40%: 2%

30-40%: 1%

80

60

40

20

2021 (3154) 2022 (3184) 2023 (3172)

« The level of staff turnover has been very low; 83% of companies reported a staff turn over less
than 20%
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Business Environment

How has doing business in Korea for your company developed over the
last 2 years?

[ Business has become more difficult [ About the same
@ Business has become easier
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20

2021 (3154) 2022 (3184) 2023 (3172)

« 49% of respondents indicated that the business situation has become more difficult over the
past two years, while 43% view the situation more neutrally.
« Additionally, 8% have a positive stance on the current business situation.
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Business Environment

Do you believe that reforms implemented this year (2023) have helped
your business?

" No " Not Sure @ Some yes, some ho | Yes

100

80

60

40

20

2021 (3154) 2022 (3184) 2023 (3172)

« 10% of responding CEOs are of the opinion that reforms implemented in 2023 have been
helpful for their business, while 34% see that some of the reforms were helpful and some
were not.

« Additionally, 29%, which matches the number from 2022, provided feedback that reforms
have not positively supported their business.
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Business Environment

Do you believe that the Korean government will implement meaningful
reforms next year?

" No [ Not Sure W Yes
100

80

60

40

20

2021 (3154) 2022 (3184) 2023 (3172)

« The outlook for reforms to be implemented has become quite pessimistic. Only 9% of
responding CEOs are of the opinion that the Korean government will implement meaningful
reforms next year.

« Meanwhile, 44% are not expecting meaningful reforms, and 47% are uncertain about the
impact of those reforms.
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Business Environment

How do you perceive the following market parameters in your specific
business in Korea (1) / (3172)

| Very dissatisfied | Dissatisfied @ Neutral [ Satisfied
B Very satisfied

100

Very Satisfied:
sfied: 2%

80

60

40

20

0
Economic Growth in Koreal Economic growth of your market segment in Korea Capacity for innovation

« Assessing the economic growth in their respective market segments, 41% of the respondents
are neutral, while 33% view it positively, and 26% of company executives are dissatisfied.

« Similarly, innovation is valued in a comparable manner, with 47% expressing neutrality, while
34% of company representatives are satisfied, and 19% are dissatisfied.
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Business Environment

How do you perceive the following market parameters in your specific
business in Korea (2) | (3172)

[ Very dissatisfied | Dissatisfied [ Neutral [ Satisfied
B Very satisfied

100
80
60
40

20

0
Legislative Discretionary Administrative issue Transparent
Environment enforcement (e.g. establishing legal entity, policy-making and
& Regulations of regulations tax filing, implementation
publication of financial
statements)

« European companies particularly evaluate the legislative environment and regulations (53%),
the discretionary enforcement of regulations (45%), and the transparent policy-making and
implementation (43%) as non-satisfactory.

« Administrative issues are perceived slightly better (19%) compared to the other factors but still
fall short of being evaluated positively.
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Business Environment

How do you perceive the following market parameters in your specific
business in Korea (3) / (3172)

[~ Very dissatisfied | Dissatisfied  Neutral [ Satisfied B Very satisfied

100

Very Satisfied: 3% Very Satisfied: 2% \en: Satisfied: 20 Very Satisfied: 3%

80

60

40

20

0
Immigration issues Openness of Korean Customs procedures Tax rates /
(employee | spouse), e.g. market to foreign goods & | customs audits tax procedures |
obtaining visa, visa services; lack of market tax audits
extension, work permit access barriers

« The only parameter showing a certain positive perception, where the satisfaction level
increased compared to 2022, was customs procedures/customs audits, which saw a slight
increase of 4%, rising from 16% to 20%.

« As for tax rates/tax procedures and tax audits, a larger share of responding companies
expressed a more neutral.
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Business Environment

Within your business sector, how have
government policies relevant to foreign
companies’ business environment changed
over the past two years?

Have increasingly discriminated against foreign companies

Are generally much less fair now than they were two years ago
m Are as fair as they were two years ago

Are generally more fair now than they were two years ago
m have increasingly discriminated in favour of foreign companies
= No Opinion

1%
- ﬁ | )
0 1%
80 9%
° 5%
60
40
20 20%
13% 15%
0,
— 8% 7%
2021 (5154) 2022 (5184) 2023 (5172)

How do your perceive government policies
relevant to foreign companies’ business
environment will change over the next two
years?

Will increasingly discriminate against foreign companies
Will generally be much less fair = Will be as fair as now
Will generally be more fair
m Will increasingly discriminate in favour of foreign compan...
= No Opinion

1%
100

2%

16%
1%

80 10%
10%
I 21% I
0,
20 20% 17%
18%
0, 0,
11% 11% 6%
2021 (3154) 2022 (3184) 2023 (3172)

« The majority of European companies stated that government policies have been as fair as
they were two years ago, and 49% perceive that they will remain as fair over the next two

years.

- Additionally, 24% of companies believe that Korean government policies regarding the

business environment for foreign companies will

become increasingly discriminatory,

representing a slight decrease compared to the previous year.
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Respondent Profile

How long has your company been operating in Korea? (3172)

B =10 years
< 2 years m 2-5vyears = 5-10 vears

< 2years
5% 2-5 years
8%

5-10 years
12%

>10 years
75%

« The majority of companies responding to the survey has been in Korea for a considerable
period of time. 75% of the respondents replied that they have been operating their business in
Korea more than 12% of the companies have been operating in Korea for more than 5 years.

Is your company fully owned by a European company?

(3172) (360)

= Yes = No

u Independent
u Fully owned by Korean company
Joint Venture

Joint Venture
27%

Independent

63%
Fully owned by Korean company

79% 10%

« The majority of firms responding to the survey, namely 79% of the respondents are fully
owned by a European company.
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Respondent Profile

Where is your company headquarters registered? (3172)

Finland
1%

France
12%

Sweden
12% l
Spain Italy
2%  Norway Netherlands 3%
3% 3%

® Belgium = Finland France m Germany = I[taly m Netherlands = Norway = Spain Sweden = Switzerland = United Kingdom = Other

« The largest number of companies participating in the survey have headquarters in Germany
(27%). Other company nationalities with strong representation include France and Sweden
(12%), Switzerland (8%), the United Kingdom (8%), Belgium (4%), Italy, Netherlands, Norway
(3%), and Finland (1%).
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Respondent Profile

How many employees do you have in Korea in 2023? (}172)

>1,000
9%

251-1,000
15%

<50 <50 [H 50250 [H 251000 [l >1.000
46%

What is the total revenue of your company in Korea in 2023?

> 1bn < EUR 1 million (m)

6% 14%
EUR 251 - 1 billion (bm)
15%

= EUR 1million (m}  [[l] EUR 1m-10m . EUR 251-1 beltion (bm)
EUR 1m - 10m

W EuRTim-50m [l EUR 51m.250m = b
24% L

EUR 51m - 250m
22%

EUR 11m - 50m
19%

« Companies with less than 50 employees recorded the highest percentage, 46%.
- In terms of total revenue, companies with revenue between EUR 1m-10m responded the
highest, at 24%, followed closely by those with revenue between EUR 51m-250m, which

accounted for 22%.
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Respondent Profile

What proportion of global revenues in generated in Korea in 2023?

<1% B 1-5% B 5-10% B >10%

5-10%
10%

1-5%
44%

« 44% of companies generate up to 5% of their global revenue in Korea and 18% more than
10% of their global revenue.
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Respondent Profile

In what industry is your company mainly active?

Aerospace and Defense
8%

Other

Agriculture, Food and Beverage
0,
Transportation, logistics and distribution 7%

5%

Automotive and auto-company

0,
Hospitality, travel & tourism 12%

4%

Retail
3%

Chemicals and petroleum
5%
(Non-legal) professional services
7% Civil engineering and construction

3%

Education
2%
Financial services

5% Fashion and textile

2%

Machinery
10%

Pharmaceuticals and medical devices

6%
Utilities, primary energy and other commodities
3%
IT and telecommunications
(services, infrastructure)
3%
Aerospace and Defense B Agriculture. Food and Beverage [l Automotive and auto-company Chemicals and petroleum
B Civil engineering and construction Il Educations B Fashion and textile
Il Machinery B Utilities, primary energy, and other commodities
N IT and telecommunications (senvices, infrastructure) Bharmaceuticals and medical devices Financial services

B (Non-egal) professianal seTvices B Retal I Hospatasty, travel & tourism

B Transportation, logistics and distribution B Other

« The highest number of replies came from the Automotive and Auto-company (12%) followed
by the Machinery (10%) and the Aerospace & Defense (8%).

| Business Confidence Survey2023/2024 34



Respondent Profile

Does your company have R&D facilities in Korea?

Yes ® No

« The majority of responding companies (81%)

run their operations relying on overseas R&D
activities as only 19% have R&D facilities in
Korea.

Does your company have production facilities in Korea?

Yes ® No

| Business Confidence Survey2023/2024
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« A similar picture can be seen for production,

where 74% European corporations import
their products to the Korean market,
whereas 26% produce goods either partially
or fully in Korea.
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