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Abstract

Purpose - The competitiveness of logistics in the 21st century
rests on ensuring the efficiency and effectiveness of its local
hub. While considering entry into a niche market in local logis-
tics, it is pertinent to note that Budapest is emerging as a hub
in EU enlargement in Eastern Europe. Big, small, and me-
dium-sized businesses in Korea entered Hungary in the early
1990s since then, there has been a significant increase in
Korean presence, of approximately 130 times. This study aimed
to identify the key distribution issues that have emerged in rela-
tion to Eastern Europe.

Research design, data, and methodology - This study in-
dicates that 33 major Korean companies were located in
Hungary, which serves as an out post to enter the European
marketplace. However, Korea's exports to Hungary have de-
clined (-32.0% in 2012) because of a loss of competitiveness
against multinational corporations, due to factors such as the
rise in current local distribution costs and wages. Hungary, on
the other hand, through diversification and expansion of foreign
trade with the non-EU markets, including Korea, is increasing its
exports. Strategies of emerging countries are compared and re-
viewed in this study, by examining the vicissitudes of Hungary's
distribution methods.

Results - There are issues regarding Hungary's innovative
ability. Hungary has a history of low wages and high skilled
labor. However, the outflow of high-quality human resources for
high-wages has become more extensive, and this underlines
concerns that the CEE’s trade hub is moving to neighboring
countries. After the European financial crisis in 2010, the
Hungarian economy is now developing, because of the IMF’s
measures, and it is being transformed into a trade surplus na-
tion, while regaining distribution volumes rapidly. However, if
there is continued lack of investment, the supply chain is weak-
ened and exports decline amidst competition with TNCs or with
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China’s distribution networks.

Conclusions - It is necessary to create a new logistics ap-
proach for increasing trade between Korea and Hungary. First,
Korean small and medium enterprises (SMEs) should build trust
by working with advanced Hungarian talent, and they should ex-
pand into state-of-the-art fields instead of being confined to tra-
ditional sectors. Second, this study focuses on limiting and low-
ering their high expectations for success according to foreign di-
rect investment (FDI) inflows and the role in the CEE dis-
tribution hub Korea should try to strengthen the distribution hub
with its centralized population, using better, more highly edu-
cated human resources, thereby sustaining more innovative
ability. Further, the positive effects of these measures are man-
ifested in enhanced business on both sides of Hungary, namely,
the EU and non-EU nations such as Turkey and emerging mar-
kets around Europe, and a better engagement in the core
placement of culture and industry. For this, Korea can contribute
to, and benefit from, a Hungarian logistics center, for adopting
the high-tech cluster systems and commercializing distribution
technology such as RFID-USN.

Keywords: CEE Hub, New Route, Non-EU Trade, Distribution-Egde,
SME Supply Chain, Technlogy-Cluster.
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dotE| dMe REY 389712 22 f710M 2oL 2=
st Qlon, 2013 60| 9 Tho| EU(RESERHe| =1t AE
A AEEL HEE okl =38 MEgHS0| Ss%
FHO| 77h=2t HoHUO, FHE X3t AHIt2|E K|2[H FEL
MAUZTLE MA|X| G0 HXE 7K 2k O 20tE 2IsH
EUQ| 7|32 d7t2|el FXt RXIE ot el=etet A 7iM 2
7|gExES Z7 At

ZZ AHSXHZOOM CHUAZALZE 89 RE, OFRL|7 99 RE
s =ZEE FL 7|YS0| Azt FItE|E WAV|X[Z2 MEiGtD
AUCE WA WI2)7t 22Y AEE 3= o= 7[LS0A
EURIES I3 MUZ|XIZAMEE OfL|2l, E/RAIY TIEo| &ot

DE7} Elojgic $HRe| AP, ASAEES SEUS o o

t2H A SFUHE HEACL o2t HE0f &% Y72|E H
xot S5 A HER 7Y XY U U 7|gSe TE HE 9

of SXIAT BE ME, AT ot S X S0| A% Zasith

olz{st BZOM Tt=2l tiY7t2| 7Y RRE SR +&
a EXpe| HIFO| st ULk 7|E| 7|2 /Al el
ASAEE 25 S2YHE OIS MYCHEX(OA 23] ATt
e, g5 =72 SYXIOIA, ot=2|of 3y 2/el a0l
1g2E0| YIED U= XO| Hilo] FYots X2z 2CHH
got2lE 7ks80l EEh olz{st (=g HA =ESHA| HEChE
LSOl d¥=E 37| o|g@A ok

= =29 A2 2 LAELZ|ORYIIE| OIF=7t Ao
MIACHTIO] &S| O RE SHXIKS| FF(EFRE)2ZE &
HEJACE O] X2 1 Al FE2 Ieb7|gel 210|H {2
SEROX 2Fel SHL2 FHAZE 0| SHEX|HO|CL o
Me EUZLYO mE Yol ez RO O BHotE Zin
USR] HHERAT

2. S7EU ==5 7|ge /A=

ot 7| el CHRAISARE H0H7 |0 XtEXE7t
= MSHAM, 20019 o= XASAEEL ot 510
SAT|US0| F™HS A E[ACE OE 50,
A(Korea Alktresz kft)Q} Z2 7|22 st= XtsAHE
oA 23 ool /& Huet M= HEUS A=
Cf. J2jLt gh=2| IMFA|Z|QF &EE AtEXtel 4
Ch. O CHEHQl CHRXSXE Qo MHHEEHA(GM)
2ot Z™E ofA &AM EE =0l ZAT|YS £ 7]
YLt

GM Sito| XAtSAEEC| T FSUC| =0 M2 ZHo| A
SHX| D EOH7E S4%] L4ASHRICE O 0|20l EEFYU0M 51
Aoz ozt UL "oRR|UiolM  7IEF SYQ
DHL(Deutsche Post)2} &=9°| HUAWEILt ¥7I2|2| MIVISA 50|
HIH0 SRAIAHS UMS O|ECE Ol HI2IFHM= &
Fot 4YoIM Ralet A”S XKD ohmo| SA7|YS A=A
o| Xojlz HALQCE HE0 S=& Cf7|Y(HUAWEI-Technologies
Hungary & European Supply Center) 3 ZAH|X|L|AE st K14
Mol QEQtS Sted| ACHMo and Zhai, 2012; HITA, 2014a). =
7 TUSAOE SA7|U2 7Y AEZIE =2 510 gl o
Ol CH7|Rlel ol of* FEaM32 2lo|sict

Oz —

o

S 4 40

=2

ro o
on
m |0 ok

o5

mjo

>

1854
roorin yet rH o o

e
o M

=
Olu

1
mjo

ofn 5o il
X

5
I

4 0X
= o

0
u

5

2.1. Frte|e] 2FAILE JidD 20

FEOM ot2lel Y XS =t AH=2YE K
% Y T SOl Fri2lE SoiM REel Sa%t 4 7Y
o nS27 F et AZLH, W2 dFstL U= CIS Al

R Zedstol fEol RE X0 EHEsH H2g + A o
25| QUCE of2{gt A™E OI83H7| RIElM, d7tel= Ol XIH
Hoz RAY #T ofL2l, IUol 2lZ2t HEYIE Bt
<Table 1>1} 20| RE HEQIZ SYELD /fddEl=s M
= OpEst QUCk



<Table 1> International goods transport in Hungary (2001-2013)
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Transported Of which Freight tonne Of which
Year goods, . road waterway |transport by | Kilometers, | road waterway | transport by
thousand tones |12 transport transport transport pipeline millions rail transport transport transport pipeline

2001 54,491 32,293 5,022 1,655 15,498 16,475 5,764 5,653 1,018 3,989
2002 56,113 33,810 5,706 1,545 15,042 17,546 5,964 6,535 1,090 3,926
2003 60,265 36,020 6,694 1,241 16,297 19,390 6,516 7,530 1,093 4,211
2004 69,562 36,509 8,676 7,317 17,042 23,024 7,024 9,619 1,899 4,426
2005 75,799 37,411 12,523 8,359 17,490 27,963 7,445 13,737 2,105 4,612
2006 85,255 42,628 17,617 7,247 17,746 33,500 8,676 18,076 1,905 4,769
2007 93,696 43,149 25,130 8,344 17,056 38,283 8,848 22,631 2,206 4,563
2008 92,289 40,345 26,465 8,755 16,710 38,026 8,499 22,733 2,244 4,533
2009 80,510 29,916 27,753 7,701 15,124 35,708 6,404 23,244 1,826 4,216
2010 89,385 34,396 28,622 9,921 16,430 36,897 7,468 22,435 2,389 4,585
2011 92,470 36,661 33,147 7,137 15,513 38,247 7,949 23,981 1,836 4,458
2012 93,176 35,328 34,958 8,103 14,780 38,343 7,807 24,545 1,979 4,006
2013 95,741 36,244 36,284 7,823 15,382 39,999 8,018 26,022 1,921 4,027

Source : Hungarian Central Statistic Office (2014c). 5
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< Table 2> Comparing transport mode relative costs

SOMAEN AN SAZO[L F|MZ7HX| ZRS0] NAPA (North
Adriatic Ports) SttE1F ®ZAEICE EU =110 SYUst Xjo|HL
otz|o| Al=loh M3 & =o| 0|, M06 N&ET 2= ATt
2l / IAZ0|L=dS XLt (B[2Eet 7|0|Z)2 HZE Zo|Ch
2007 3~2013 ¢t 2t I EUZ|3 HiE o THE 5 &t
2| EU7|3 HiE Wes 4mEH, T30t 2ot

25 Z2OM2 EUJ|g BRE § FEXIYWLY|Z(ERDF)1t
Z£7|3(CF)0| SA|0f BiFHE0] QCt W& Z0k= 2007~134 7|
S0 HiIEAHO0| & 62 REZ JHE =2 20i0|H ™A HiH
QHo| 25%E K}X|BICt 2014~20H 7|7t SQtO| HIZSE A= ZUA
S OfF5| EUZ|g9| =R =8| ME{O|C}.

<Table 3> EU cohesion funds allocated in the budget of the traffic
and transportation

Fund CF (Cohesion Fund)

Type

Field Trafic /. Environment / Development Total
Transportation Energy

2011 812,018 674,996 55,915 1,542,929

2012 858,637 710,597 57,808 1,627,041

2013 907,007 747,383 59,706 1,714,096

Total 4,544,368 3,782,815 315,133 8,642,316

Source: NDA, Eurostat, Kotra KBC in Budapest (2014)
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DSt QUL 3009R FHEo| ooz JIE T4 FEESUMO
IS 27t AL} Ol= OFRLIRt CHYM S Ch=X X-SXHAHM 7t

CASE STUDY MODE LOAD EXPECTED SOURCE
PRICE
Shanghai — Felixstowe Sea FCL £1,285 Freightex.com
Long Distance

Shanghai — Heathrow Air 100kg £400 Freightex.com
Wroclaw — Barking railhead Road FCL £2,000 Freightex.com
Medium Wroclaw — Barking railhead Rail FCL £1,400 DB Schenker
Distance Barking — Preston Road FCL £476 Freightex.com

Constanta — Budapest Rail FCL £250 Viadonau

Constanta — Budapest Water FCL £350 Viadonau

Constanta — Budapest Road FCL £925 Viadonau

Source: Collier Interntional (2014).
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Source: Hungarian Chamber of Commerce & Industry (2014)

<Figure 1> Infrastructure and Transportation (Rail, inland waterways)

<Table 4> Korea’s investment trends for Hungary 2001 to 2013

(1000, %)
Year Export Import Balance
2001 228,230 26.8 99,249 -7.3 128,211
2002 363,524 59.3 99,249 6.1 258,211
2003 661,345 81.9 105,313 -17.6 574,609
2004 807,415 22.1 86,736 421 684,154
2005 1,099,235 36.1 123,261 224 948,310
2006 1,200,797 9.2 150,926 51.4 972,234
2007 1,889,667 57.4 228,563 12.7 1,631,963
2008 1,512,739 -19.9 257,704 40.3 1,151,310
2009 1,704,374 127 361,429 -15.8 1,399,986
2010 | 2,395,415 40.0 304,388 31.7 1,984,520
2011 1,475,582 -38.1 400,895 17.5 1,004,553
2012 1,157,487 -21.6 471,009 0.8 682,585
2013 1,673,362 151.5 263,608 -2.0 1,409,754

Source : KITA (2013). 9
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<Figure 2> Marine transportation and rail network
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