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Survey outline and profile of the respondent firms

Survey outline

1. Survey

2. Survey
1)
(2)
3)
4
®)
3. Period

targets

topics

International Trade
Overseas Expansion/Future Domestic Business Expansion
Utilization of Free Trade Agreement (FTA)

Business Environment in Emerging Countries
Globalization of Management

December 5, 2014 to January 13, 2015
4. Response
Number of valid replies: 2,995 (of which 1,334 are JETRO member firms)
Response rate : 32.6%

A total of 9,183 firms (headquarters) with interest in overseas business
The FY2014 survey covered 3,415 JETRO member firms plus 5,768 firms
using JETRO services.
* This survey has been conducted annually since FY2002, only directed at
JETRO member companies and this year marked its 13th edition. From
FY2011, JETRO has expanded the number of subject firms.

Definitions of large-scale firms, SMEs, etc.

Manufacturing and other

wholesale

Retail

Service

Large-scale firms

Firms other than SMEs

Firms other than SMEs

Firms other than SMEs

Firms other than SMEs

Large-scale firms
(not including second-
tier firms)

Large-scale firms other than second-
tier firms

Large-scale firms other than second-
tier firms

Large-scale firms other than second-
tier firms

Large-scale firms other than second-
tier firms

Second-tier firms

More than 300 million but less than 1
billion yen, or

more than 300 but less than 3000
employees

More than 100 million but less than
1300 million yen, or

imore than 100 but less than 1000
employees

More than 50 million but less than 300
million yen, or

more than 50 but less than 1000
employees

More than 50 million but less than 300
million yen, or

more than 100 but less than 1000
employees

SMEs

300 million yen or less, or 300

1100 million yen or less, or 100

50 million yen or less, or 50 employees

50 million yen or less, or 100

or less

lemployees or less

or less

lemployees or less

SMEs (not including
small businesses)

SMEs other than small businesses

SMESs other than small businesses

SMEs other than small businesses

SMES other than small businesses

Small businesses

50 million yen or less, or 20 employees

10 million yen or less, or 5 employees

or less

or less

10 million yen or less, or 5 employees
or less

10 million yen or less, or 5 employees
or less

Profile of respondent firms

No. of

firms )
All respondent firms 2,995 100.0
Manufacturing 1,707 57.0
Food & beverages 355 11.9
Textiles/clothing 84 2.8
Wood & wood products/furniture & building materials/paper & 57 19

pulp '
Chemicals 96 3.2
Medical products & cosmetics 67 2.2
Coal & petroleum products/plastics/rubber products 92 3.1
Ceramics/earth & stone 38 1.3
Iron & steel/non-ferrous metals/metal products 192 6.4
General machinery 165 5.5
Electrical equipment 92 3.1
IT equipment/electronic parts & devices 61 2.0
Cars/car parts/other transportation machinery 123 4.1
Precision equipment 71 2.4
Other manufacturing 214 7.1
Non-manufacturing 1,288 43.0
Trade and wholesale 613 20.5
Retail 104 3.5
Construction 75 2.5
Transport 37 1.2
Finance & insurance 87 2.9
Communication, information & software 83 2.8
Professional services 101 3.4
Other non-manufacturing 188 6.3
Large scale firms 661 22.1
Large-scale firms (not including leading medium-sized firms) 175 5.8
Leading medium-sized firms 486 16.2
Small and medium-sized enterprises (SMES) 2,334 77.9
SMEs (not including small businesses) 888 29.6
micro-businesses 1,446 48.3

" are based on the Small and Medium-sized Enterprise Basic Act.
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Profile of respondent firms (export destinations)

Firms with export operations (by industry and firm size)

(%)

Currently exporting Not Imports|  No
Exports | curre n.tly only | answer

only | exporting

All respondent firms (n=2,995) 71.6 28.7 28.0 9.7 0.4
Manufacturing (n=1,707) 82.8 34.6 17.0 7.1 0.2
Food & heverages (n=355) 79.4 53.2 20.0 59 0.6
Textiles/clothing (n=84) 75.0 26.2 250 131 0.0
\(/:2(5);1)& wood products/furniture & building materials/paper & pulp 66.7 20.8 33 158 0.0
Chemicals (n=96) 95.8 29.2 4.2 0.0 0.0
Medical products & cosmetics (n=67) 85.1 35.8 149 75 0.0
Coal & petroleum products/plastics/rubber products (n=92) 81.5 21.2 185 10.9 0.0
Ceramics/earth & stone (n=38) 81.6 31.6 184 105 0.0
Iron & steel/non-ferrous metals/metal products (n=192) 76.0 318 2401 120 0.0
General machinery (n=165) 94.5 29.7 55 18 0.0
Electrical equipment (n=92) 85.9 21.2 14.1 6.5 0.0
IT equipment/electronic parts & devices (n=61) 83.6 115 16.4 8.2 0.0
Carslcar parts/other transportation machinery (n=123) 86.2 317 138 6.5 0.0
Precision equipment (n=71) 915 26.8 8.5 4.2 0.0
Other manufacturing (n=214) 80.8 34.1 18.7 6.5 0.5
Non-manufacturing (n=1,288) 56.6 20.9 426 132 0.8
Trade and wholesale (n=613) 81.1 22.2 18.8 15.8 0.2
Retail (n=104) 46.2 24.0 529| 308 1.0
Construction (n=75) 38.7 21.3 60.0f 120 13
Transport (n=37) 29.7 5.4 70.3 2.7 0.0
Finance & insurance (n=87) 11 11 94.3 0.0 4.6
Communication, information & software (n=83) 458 325 53.0 145 12
Professional services (n=101) 356 218 63.4 5.9 1.0
Other non-manufacturing (n=188) 36.7 21.3 62.8 6.9 05
Large scale firms (n=661) 72.2 14.1 27.1 39 0.8
Large scale firms (not including leading medium-sized firms) (n=175) 70.3 10.3 29.7 4.6 0.0
Leading medium-sized firms (n=486) 72.8 154 26.1 37 1.0
Small and medium-sized enterprises (SMEs) (n=2,334) 714 328 283 114 0.3
SMEs (not including small businesses) (n=888) 78.0 26.4 217 9.9 0.2
Micro-businesses (n=1,446) 67.3 36.8 323 123 0.4
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Export destinations of exporting firms (by country and region)

China
Thailand
Taiwan

us

Korea

Hong Kong
Singapore
Western Europe
Indonesia
Malaysia
Vietnam
Philippines
India
Australia
Canada
Mexico
Central-Eastern Europe
Brazil

Russia & CIS
Turkey

South Africa
Myanmar
Pakistan
Bangladesh
Chile
Cambodia
Sri Lanka
Laos

(Multiple answers, %)

0 20 40 60 80
| ‘ ‘ ‘ 60.7
51.6
50.4
47.6
455
429
38.6
37.6
36.9
36.6
34.9
27.1
26.1
24.9
19.1
17.9
17.0
16.0
15.4
12.0
9.8
9.1
8.9
7.5
75
6.9
6.8
3.0 (n= Number of firms currently exporting, 2,143)




Profile of respondent firms (status of overseas expansion)

Firms with overseas bases (by industry and firm size) Country and region of overseas bases
(%) (Multiple answers allowed, %)
With | Without | ) 0.0 100 200 300 400 500 600  70.0
overseas overseas ..o | ‘ ‘ ‘ ‘ ‘ ‘
bases bases China 64.0
All respondent firms(n=2,995) 53.6 46.0 04 Thailand
Manufacturing(n=1,707) 56.8 43.0 0.2 US
Food & beverages(n=355) 35.5 63.9 0.6
Textiles/clothing(n=84) 51.2 48.8 0.0 Taiwan
i ildi i H K
Wood & wood products/furniture & building materials/paper & 526 474 0.0 ong Kong
pulp(n=57) Vietnam
Chemicals(n=96) 75.0 25.0 0.0 .
- : Singapore
Medical products & cosmetics(n=67) 44.8 55.2 0.0
Coal & petroleum products/plastics/rubber products(n=92) 65.2 34.8 0.0 Western Europe
Ceramics/earth & stone(n=38) 526 474 0.0 Indonesia
Iron & steel/non-ferrous metals/metal products(n=192) 60.9 39.1 0.0 Korea
General machinery(n=165) 61.2 38.8 0.0 Malaysia
Electrical equipment(n=92) 71.7 28.3 0.0 India
IT equipment/electronic parts & devices(n=61) 75.4 24.6 0.0 Philioni
Cars/car parts/other transportation machinery(n=123) 77.2 228 0.0 I Ipp"_]es
Precision equipment(n=71) 67.6 324 0.0 Mexico
Other manufacturing(n=214) 54.2 45.3 0.5 Australia
Non-manufacturing(n=21,288) 49.3 49.9 0.8 Central-Eastern Europe
Trade and wholesale(n=613) 51.4 48.5 0.2 Brazil
Retail(n=104) 27.9 71.2 1.0 Canada
Construction(n=75) 56.0 42.7 1.3 .
Russia & CIS
Transport(n=37) 86.5 135 0.0
Finance & insurance(n=87) 46.0 49.4 4.6 Myanmar
Communication, information & software(n=83) 53.0 458 1.2 Cambodia
Professional services(n=101) 50.5 485 1.0 Turkey
Other non-manufacturing(n=188) 43.6 55.9 05 South Africa
Large scale firms(n=661) 84.0 15.3 0.8 Bangladesh
Large scale firms(not including leading medium-sized firms)(n=175) 95.4 4.6 0.0 -
Leading medium-sized firms(n=486) 798 191 10 e
Small and medium-sized enterprises (SMEs)(n=2,334) 45.0 54.7 0.3 Sri Lanka
SMEs(not including small businesses)(n=888) 60.2 395 0.2 Pakistan
Micro'bUSinesses(nzl’M6) 35.6 64.0 04 Laos 12 (n= Number of firms currently having overseas bases, 1,605)

[Notes] Agencies are not included in overseas bases.
Copyright (C) 2015 JETRO. All rights reserved.



Profile of respondent firms (percentage of sales overseas)
.
B In most industries, a majority of firms project increases in their percentages of sales overseas
The percentages of firms with 50% or more of sales overseas were more than 20% in the industries of IT equipment/electronic parts and devices
(27.9%), transportation machinery (25.2%), trade and wholesale (20.9%), and general machinery (20.0%). Viewed by firm size, the percentage was
higher among large-scale firms (15.3%) than among SMEs (10.5%). Among manufacturing firms, 54.7% projected an increase in the percentage of
sales overseas in the future (within three years), while 39.3% of non-manufacturing firms projected an increase. In particular, the percentages
projecting increases were more than 60% in the chemical (68.8%), transportation machinery (65.0%), and general machinery (61.2%) industries.
Percentage of sales overseas (current and projected) %)
Percentage of overseas sales Projections on percentage of overseas sales
O_LZ;i/:han 26_"5905;)than 50"‘7955;)than 75-100% | No answer| Increasing | Unchanged | Decreasing :No answer
All respondent firms(n=2,995) 42.5 10.2 6.3 5.2 35.8 48.0 21.3 2.9 27.8
Manufacturing(n=1,707) 48.5 12.5 7.4 3.4 28.2 54.7 22.1 2.5 20.8
Food & beverages(n=355) 61.4 3.7 11 11 32.7 55.8 17.5 0.8 25.9
Textiles/clothing(n=84) 48.8 6.0 3.6 2.4 39.3 42.9 15.5 6.0 35.7
Wood & wood products/furniture & building materials/paper & pulp(n=57) 50.9 7.0 18 0.0 40.4 47.4 12.3 1.8 38.6
Chemicals(n=96) 49.0 26.0 7.3 0.0 17.7 68.8 20.8 0.0 10.4
Medical products & cosmetics(n=67) 56.7 6.0 3.0 15 32.8 49.3 19.4 3.0 28.4
Coal & petroleum products/plastics/rubber products(n=92) 45.7 17.4 7.6 4.3 25.0 51.1 23.9 3.3 21.7
Ceramics/earth & stone(n=38) 52.6 13.2 10.5 2.6 21.1 52.6 34.2 0.0 13.2
Iron & steel/non-ferrous metals/metal products(n=192) 46.9 12.0 6.3 1.6 33.3 49.0 26.6 1.6 22.9
General machinery(n=165) 44.2 194 15.2 4.8 16.4 61.2 27.3 5.5 6.1
Electrical equipment(n=92) 40.2 19.6 13.0 6.5 20.7 55.4 28.3 1.1 15.2
IT equipment/electronic parts & devices(n=61) 41.0 8.2 16.4 11.5 23.0 55.7 26.2 1.6 16.4
Cars/car parts/other transportation machinery(n=123) 30.1 211 17.9 7.3 23.6 65.0 13.8 3.3 17.9
Precision equipment(n=71) 49.3 15.5 11.3 14 22.5 46.5 39.4 2.8 11.3
Other manufacturing(n=214) 44.9 12.1 4.7 5.6 32.7 52.8 20.6 3.7 22.9
Non-manufacturing(n=1,288) 34.5 7.1 4.9 7.6 45.9 39.3 20.3 34 37.0
Trade and wholesale(n=613) 39.5 9.3 7.5 134 30.3 42.6 29.7 4.1 23.7
Retail(n=104) 26.9 1.0 2.9 3.8 65.4 33.7 9.6 4.8 51.9
Construction(n=75) 44.0 5.3 2.7 0.0 48.0 40.0 22.7 0.0 37.3
Transport(n=37) 43.2 18.9 2.7 2.7 324 51.4 18.9 2.7 27.0
Finance & insurance(n=87) 9.2 2.3 0.0 0.0 88.5 11.5 6.9 0.0 81.6
Communication, information & software(n=83) 43.4 7.2 1.2 2.4 45.8 45.8 13.3 6.0 34.9
Professional services(n=101) 29.7 10.9 5.9 4.0 49.5 44.6 11.9 5.9 37.6
Other non-manufacturing(n=188) 27.7 1.6 2.1 2.7 66.0 36.2 8.5 11 54.3
Large scale firms(n=661) 38.0 16.3 11.2 4.1 30.4 59.9 16.5 11 22.5
Large scale firms (not including leading medium-sized firms)(n=175) 32.0 18.3 16.6 8.0 25.1 714 8.6 0.6 194
Leading medium-sized firms(n=486) 40.1 15.6 9.3 2.7 32.3 55.8 19.3 1.2 23.7
Small and medium-sized enterprises(SMEs)(n=2,334) 43.8 8.4 5.0 5.5 37.3 44.7 22.7 3.4 29.3
SMEs(not including small businesses)(n=888) 47.7 11.6 5.4 5.2 30.1 49.8 27.3 2.5 20.5
Micro-businesses(n=1,446) 41.4 6.4 4.7 5.7 41.8 41.6 19.8 3.9 34.6

[Notes] Cells highlighted in yellow indicate industries for which 20% or more of respondents reported percentages of sales overseas of 50-100% and those for which 50% or more of respondents reported projected increases in
percentages of sales overseas.
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1. International trade

- Benefits of yen depreciation for global firms -



International trade: Influence of exchange rate fluctuations
J
M The more involved in global business development, the greater benefit from yen depreciation
Regarding impact of the recent depreciation of the yen, the response rate of “no particular impact” marked the highest at 42.4%, while
22.0% of respondents have experienced improved performance. The survey revealed that globally-expanding firms with a larger
percentage of overseas sales are receiving more benefit from a depreciation of the yen: 57.0% of the firms with an overseas sales ratio in
the range of 75-100% reported improved performance, followed by 56.8% of those in the 50-75% range and 47.7% of those in the 25-
50% range. By industry, percentages of firms reporting improved results stood out in industries such as transportation machinery
(41.5%), precision equipment (39.4%), IT equipment/electronic parts and devices (37.7%), and general machinery (36.4%).
M 17.1% of SMEs saw improved performance
By firm size, 38.9% of large-scale firms have experienced improved performance, while only 17.1% of SMEs reported the same. By
industry, high percentages of firms in industries such as textiles/clothing (55.9%), wood & wood products (43.8%), trade and wholesale
(40.1%), coal & petroleum products/plastics/rubber products (39.2%), food & beverages (36.6%), and retail (36.6%) reported that results
had fallen due to the yen depreciation.
Influence of exchange rate fluctuations ] ) )
(by percentage of overseas sales) Influence of exchange rate fluctuations (by firm size)
(2995) Rl am 2 m S e
. Improved results: 22.0% | [ _VVOrserest =
..... Large scale firms(n=661)
75-100% EEHNE A
(n=156) 2 _ Le_ugescal_efirrr}s )
_-_-_-_-_-_ ---- g’é (not|nc|ud|ng(rr]n:ef7|g)m-slzed firms)
50-Less than S e T
75% Medium-sized firm(n=486)
(n=190) e BN g5
— ] SMEs(n=2,334) |3.0 14.1 //////// 52
25-Less than : (23 171 /}g%
50% ! ; - L N R s Wi i
(=304 Z d not inclut inS’;ArE;II usinesses, 1 : i 39
"':_-_-_-_- ----- ( d(g:saa)b ) -21_6% = ? _j
U-Lzegz/nthan / i Smez:ylzbll.fﬂésses : : //, Z
(n=1,273) g 145%
—{18a% N — ' 00 100 200 300 400 500 600 700 "800 900 1000
0.0 10.0 20.0 30.0 40.0 50.0 60.0 70.0 .0 100.0 (%)
mResults greatly improved @ Results improved somewhat @ No particular impact ) W Results greatly improved @ Results improved somewhat @ No particular impact B Results fell somewhat & Results fell greatly O Noanswer
O Results fell somewhat @ Results fell greatly O No answer 8
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International trade: Influence of exchange rate fluctuations

Influence of exchange rate fluctuations (by industry)

Manufacturing (n=1,090)

Improved results: 24.7%

Non-manufacturing (n=772)

18.3%

(
l
i
[

______

20 30

40 50

(%)

100

B Results greatly improved B Results improved somewhat & No particular impact & Results fell somewhat @ Results fell greatly O No answer

By industry and firm size

(%)
IREEIIE _Results ’.\‘O Results fell | Results fell
greatly improved | particular somewhat reatl No answer
improved | somewhat impact g y

o N
£ |barge scalefirms 116 42| 253, 186 27 15
2 (n=328)
&
>
é SMEs (n=1379) 25 15.7 46.8 23.3 8.3 33
g Large scale fims 33 28| 408 16.2 33 135
g (n=333) . . . . . .
z
S |SMEs (n=955) 38 11.8 42.4 217 12.3 8.1
zZ
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By industr
y y o)
v 4=
Elg |[E1€)2
. | E/S_ E 3§ 3
E | 2|88 L E| & ¢
= o= o < < o = 7]
i 2 e 3 = 7 = c
5 E |- 2|35 < ¢
3 = 1] £ =] 2L (%] =)
o = = o — = pd
P4 2 22 < 2 S
= ] = S 8
¢ | 12 g |«
All respondent firms 2995 40} 180} 424 215} 84 57
Manufacturing 1,707 43 204 427 224 7.3 29
Food & beverages 35 14) 82 496f 276, 90| 42
Textiles/clothing 84 36 155 20.2f 345 214 4.8
Wood & wood products/furniture & 571 18] 158 316f 298 40| 7.0
building materials/paper & pulp
Chemicals 96| 52 292} 375 240 1.0 31
Medical products & cosmetics 67| 6.0 164} 582 164| 30: 00
Coal & petroleum
products/plastics/rubber products 92| 22| 03| 283] 283 109 11
Ceramics/earth & stone 38 00| 184} 579} 211, 26 00
Iron & steel/non-ferrous metals/metal 192] 36! 193 443 229 681 31
products
General machinery 16 55| 309 448 145! 36: 0.6
Electrical equipment 92| 54| 250} 435 185} 43 33
IT equipment/electronic parts & 6 821 295f 361 21.3{ 33: 16
Cars/_car parts/other transportation 129 130! 285F 350 187 41 08
machinery
Precision equipment 7 56| 338f 451, 70{ 70: 14
Other manufacturing 214 33 17.3} 46.3! 20.6 79 4.7
Non-manufacturing 1288 3.6 147} 420! 203} 99: 95
Trade and wholesale 613 6.0 19.4} 302§ 254 | 147 4.2
Retail 104 19{ 7.7} 481] 260, 106§ 58
Construction 75 00 147 440 133 6.7 213
Transport 371 00, 29.7 | 29.7 216 54 135
Finance & insurance 87( 1.1 103} 483 2.3 00:¢ 379
Communication, information & software 83| 1.2 84} 60.2: 20.5 3.6 6.0
Professional services 101 2.0 89! 614} 139 6.9 6.9
Other non-manufacturing 188 2.1 80! 574} 144 53¢ 128




International trade: Future export plans

I Appetite for expanding exports remains high

In terms of export policy for the next three years or so, 78.6% of firms
continued to express high motivation to expand exports from the
previous year: 66.2% “intending to further expand exports” and 12.4%
“expecting to launch exports”.

By firm size, 75.3% of large-scale firms said they intended to expand
exports. Among SMEs this percentage reached 64.0%, and combining
with the percentage who said they “intend to launch exports” (14.5%)
results in a total of 78.5%.

The percentages of firms answering that they planned to “expand
operations” were high in industries such as chemicals (81.7%),
medical products & cosmetics (76.6%), and general machinery
(74.4%). Percentages of firms reporting that they “intend to begin
exports” were high in the textiles/clothing (18.4%), wood & wood
products (14.9%), and food & beverages (14.8%) industries, among
others.

Large-scale firms

Worse results:

FY2011
survey
(n=444)

FY2012
survey
(n=376)

FY2013
survey
(n=528)

FY2014 .
survey Expand operations
(n=489)

0 10 20 30 40 50 60 70 80 90 100
m Maintain the current scale (%)

@ Expand operations BIntend to begin exports

& Consider downscaling or ceasing O No plan to export in future
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Policy on exports for about the next 3 years, including FY2014

FY2011
survey
(n=2,515)

FY2012
survey
(n=1,686)

FY2013
survey
(n=2,962)

FY2014
survey
(n=2,444)

0 10 20 30 40 50 60 70 80 90 100

B Expand operations @ Intend to begin exports B Maintain the current scale (%)

@ Consider downscaling or ceasing O No plan to export in future

SMEs

FY2011
survey
(n=2,071)

FY2012
survey
(n=1,310)

FY2013
survey
(n=2,434)

FY2014 N
survey Expand operations
(n=1,955)

0 10 20 30 40 50 60 70 80 90 100
m Maintain the current scale (%)

@ Expand operations B Intend to begin exports

@ Consider downscaling or ceasing ONo plan to export in future
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International trade: Reasons for expanding export operations

B The biggest reason for efforts for international trade is increasing overseas demand
Regarding reasons for expanding exports, the most commonly cited reason remained “increasing overseas demand” (76.8%), while the
percentage of “decreasing domestic demand” (50.4%) fell for the second consecutive year. The percentage answering “higher
profitability in overseas markets” (16.6%) rose over the same period.

Reasons for expanding export operations (total)

(Multiple answers, %)
0.0

20.0 40.0 60.0 80.0 100.0

Increasing overseas demand

Decreasing domestic demand

Parent or client companies
entering overseas market

Higher profitability in overseas
markets

Low profitability in domestic
markets

Tariffs eliminated/decreased
because of FTA/EPA (Free Trade

Agreement)
B FY2012 (n=1,286)
Other .
5.1 BFY2013 (n=2,303)
] 8.9
No answer || 2.7

mFY2014 (n=2,021)
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By firm size (large-scale firms, leading medium-sized firms, SMESs, micro- businesses)

(Multiple answers, %)

Total Large scale Leading SMEs :
(ﬂ=2ctoa21) (r::';;sl) La:‘?fr: e metlufjm (n=1,630) S_l\élgsz bus'\i/I nzg(s)es
(n=96) S'(f]e:zg';;n (0=622) -1 008)

Increasing overseas demand 76.8 86.2 94.8 83.4 74.5 77.0 73.0
Decreasing domestic demand 50.4 55.5 46.9 58.3 49.1 50.2 48.5
Parent or client companies entering
overseas market 19.1 36.8 34.4 37.6 14.9 22.2 10.4
Higher profitability in overseas
markets 16.6 12.0 125 11.9 17.7 154 19.0
Low profiabilty in domestic 101 69 42/ 78 109 90 121
markets
Tariffs eliminated/decreased
because of FTA/EPA (Free Trade 9.7 13.3 16.7 12.2 8.9 9.6 8.4
Agreement)
Other 5.1 3.3 3.1 3.4 55 4.2 6.3
No answer 1.6 15 1.0 1.7 1.6 18 15

[Notes] The subcategory of large scale firms indicates large scale firms not including leading medium-sized firms, and the

subcategory of SMEs indicates SMEs not including micro businesses.

11



\-

did during previous depreciation of yen

[ International trade: Reasons why exports have not increased as they

J

(23.0%).

food-processing machinery).

B Major obstacles for export growth: sluggish overseas demand, competition and transfer of production overseas
Among reasons for the current weak growth in exports compared with the rise experienced in the previous depreciation of the yen, the most commonly
cited answer was “despite intention to expand exports, overseas demand is low” with 21.3%, followed by “high competitiveness of overseas rival
firms” (14.5%) and “production bases already transferred overseas during the previous appreciation of the yen” (11.7%). The response rate of
“production bases already transferred overseas” marked the highest at 22.4% among large scale firms, and also ranked high in the industries of
transportation machinery (47.2%) and IT equipment/electronic parts (31.1%). Also, notable percentages of respondents cited “high competitiveness of
overseas rival firms” in industries such as general machinery (24.8%), precision equipment (23.9%), and IT equipment/electronic parts & devices

B Effects of yen depreciation on increased exports relatively higher in industries such as general machinery
On the other hand, 10.1% of firms reported “exports have increased to at least the same extent as in the previous depreciation of the yen.” By industry,
high percentages of firms gave this answer in the general machinery (16.4%) industry (including industrial machinery, construction machinery and

Reasons why exports have not increased as they did in

previous depreciation of yen (total)

(Multiple answers, %)

10 20 30 40

50

Despite intention to expand exports,
overseas demand is low

High competitiveness of overseas
rival firms

Production bases already
transferred overseas during the
previous appreciation of the yen

Exports have increased to at least

the same extent as in the previous
depreciation of the yen

Have not decreased export prices
due to prioritizing profitability

No need to target overseas demand
since domestic demand in Japan is
growing

Other

No answer

BFY2014
(n=2,995)

28.6
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Large-scale firms/SMEs

(Multiple answers, %)

0.0 10.0 20.0 30.0

Despite intention to expand exports, 17.5

overseas demand is low 224

High competitiveness of overseas
rival firms

Production bases already transferred
overseas during the previous
appreciation of the yen

224

Exports have increased to at least
the same extent as in the previous
depreciation of the yen

Have not decreased export prices
due to prioritizing profitability m L arge scale
firms
(n=661)

12 mSMEs

(n=2,334)

No need to target overseas demand
since domestic demand in Japan is
growing

Other

24.8
No answer
29.7

Manufacturing/non-manufacturing

Despite intention to expand exports,
overseas demand is low

High competitiveness of overseas rival
firms

Production bases already transferred
overseas during the previous
appreciation of the yen

Exports have increased to at least the
same extent as in the previous
depreciation of the yen

Have not decreased export prices due
to prioritizing profitability

No need to target overseas demand
since domestic demand in Japan is
growing

Other

No answer

(Multiple answers, %)
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15 manufacturing
(n=1,288)
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did during previous depreciation of yen

[ International trade: Reasons why exports have not increased as they

. J
By mdUStry (Multiple answers, %)
- . Production bases No need to target . SRS GELS
Despite intention to High competitiveness | already transferred Have not_decreased T —— increasedto at Ieas_t
Nur_nber o S exports,_ of overseas rival owerseas during the export_pr!c_es_ GpiE since domestic (e Stz extt_ant ain Other No answer
firms owerseas demand is fi . C prioritizing . . the previous
irms previous appreciation o demand in Japan is C
low of the yen profitability growing depreciation of the
yen
All respondent firms 2,995 21.3 14.5 11.7 9.4 2.1 10.1 17.2 28.6
Manufacturing 1,707 24.3 15.9 15.9 11.3 2.6 11.7 16.1 20.4
Food & beverages 355 20.0 8.5 2.5 12.1 2.8 135 18.6 315
Textiles/clothing 84 19.0 9.5 15.5 4.8 2.4 9.5 22,6 26.2
Wood & wood products/furniture & building
materials/paper & pulp 57 19.3 7.0 10.5 15.8 0.0 10.5 7.0 35.1
Chemicals 9 32.3 21.9 18.8 17.7 0.0 14.6 11.5 135
Medical products & cosmetics 67 25.4 20.9 3.0 16.4 15 11.9 17.9 17.9
Coal & petroleum products/plastics/rubber
products 92 23.9 16.3 27.2 7.6 2.2 6.5 20.7 15.2
Ceramics/earth & stone 38 26.3 10.5 5.3 13.2 0.0 15.8 10.5 28.9
Iron & steel/non-ferrous metals/metal
products 192 24.0 18.2 15.6 12.0 4.7 115 16.1 20.8
General machinery 165 29.7 24.8 23.0 12.7 3.0 16.4 10.3 6.7
Electrical equipment 92 29.3 20.7 21.7 12.0 43 12.0 6.5 15.2
IT equipment/electronic parts & devices 61 21.3 23.0 311 8.2 0.0 11.5 11.5 21.3
Cars/car parts/other transportation
. 123 13.0 11.4 47.2 8.9 0.8 8.9 14.6 12.2
machinery
Precision equipment 71 39.4 23.9 16.9 8.5 2.8 7.0 12.7 14.1
Other manufacturing 214 27.1 16.8 9.3 9.3 3.7 9.3 23.8 19.2
Non-manufacturing 1,288 17.4 12.5 6.1 7.0 15 8.0 18.7 39.5
Trade and wholesale 613 26.1 18.6 9.1 9.6 1.0 13.1 16.3 23.8
Retail 104 8.7 5.8 29 4.8 1.9 6.7 19.2 51.0
Construction 75 14.7 6.7 2.7 6.7 5.3 1.3 17.3 50.7
Transport 37 5.4 13.5 16.2 2.7 2.7 0.0 27.0 43.2
Finance & insurance 87 2.3 0.0 0.0 0.0 0.0 0.0 23.0 74.7
Communication, information & software 83 12.0 14.5 4.8 4.8 24 3.6 18.1 44.6
Professional services 101 119 6.9 2.0 5.0 2.0 4.0 23.8 48.5
Other non-manufacturing 188 9.6 6.4 2.7 5.9 1.1 4.3 20.7 55.9
[Notes] Highlighted cells indicate industries with response rates of 20% or higher. jLB
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2. Overseas expansion,
future domestic business expansion

- SME motivation to expand overseas and domestic business on
the rise -

14



Overseas expansion: Future overseas expansion policy

B While intention to expand overseas operations remained
largely unchanged overall, it rose among SMEs

When asked about future (the next three years or so) overseas
expansion policies, the percentage answering “expand
operations” was 56.7%, largely unchanged from the FY2013
survey (54.1%).

Although a majority of large-scale firms at 65.2% answered
“expand operations,” this percentage is lower than last year’s
(70.1%). The percentage of large-scale firms giving this answer
has shown a downward trend since FY2011 (78.2%), while the
percentage answering “maintain the current scale” has
increased.

On the other hand, the percentage of SMEs that answered
“expand operations” has risen to 54.3% from last year’s 50.2%.

Large-scale firms

FY2011
survey
(n=478)

FY2012
survey
(n=516)

FY2013
survey
(n=680)

FY2014
survey
(n=661)

0 10 20 30 40 50 60 70 80 90 100

@ Maintain the current scale
No investment overseas
O No answer

m Expand operations
m Considering downscaling or ceasing operations
o Other
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Y2013 survey

Future overseas expansion policy (total)

FY2011 survey
(n=2,769)

FY2012 survey
(n=1,957)

(n=3,471)

=Y2014 survey
(n=2,995)
0 10 20 30 40 50 60 70 80 90 100
m Expand operations o Maintain the current scale ]
| Considering downscaling or ceasing operations No investment overseas

& Other O No answer
[Notes] Since FY2013 survey, “expand operations" include respondents reporting that they currently had overseas bases and
planned to expand them further in the future and those reporting that they did not currently have overseas bases but intended to

invest in the future.

SMEs

FY2011
survey
(n=2,291)

FY2012
survey
(n=1,441)

FY2013
survey
(n=2,791)

FY2014
survey
(n=2334)

Expand operations 54.3

0 10 20 30 40 50 60 70 80 90 100

@ Maintain the current scale
@ No investment overseas

O No answer
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Domestic business: Future domestic business expansion

Future domestic business expansion (total)

B Appetite for domestic business expansion is growing for SMEs
When asked about future domestic business expansion policies, the

percentage answering “expand operations” was 53.1%, up from last o0
year’s figure (48.0%). This was the first time the figure had exceeded
50% since collecting comparable data began in FY2011. While the

percentage of large-scale companies answering “expand operations” T
remained largely unchanged at 47.0%, it rose among SMEs, from
48.0% to 54.8%. Among SMEs, 54.0% in manufacturing industries and

55.9% in non-manufacturing industries reported having policies to "o
“expand operations.”

By industry, high percentages of firms in industries such as medical ooy :
products & cosmetics (65.7%), food & beverages (65.4%), and (1=2,995) 53.1
communication, information and software (72.3%) reported having

L 113 : ” 0 10 20 30 40 50 60 70 80 90 100
policies to “expand operations. o)

B Expand operations B Maintain the current scale B Considering downscaling Other O No answer

Large-scale firms SMEs

FY2011 survey

FY2011 survey
(n=478)

(n=2,291)

FY2012 survey

FY2012 survey
(n=516)

(n=1,441)

FY2013 survey
(n=680)

FY2013 survey
(n=2,791)

FY2014survey Expand operations  |47.0 El7 e Expand operations 54.8
E

0 10 20 30 40 50 60 70 80 90 100 0 10 20 30 40 50 60 70 80 90 100
(%) (%)
B Expand operations @ Maintain the current scale B Considering downscaling Other O No answer W Expand operations @ Maintain the current scale B Considering downscaling Other  ONo answer
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Future direction of domestic business, by policy toward overseas expansion

B Firms intending to expand their overseas business also
intend to expand their domestic business

Among firms with policies of expanding overseas business,
61.5% said they would expand their domestic business as well.
This percentage was higher among SMEs (63.9%) than among
large-scale firms (54.3%).

On the other hand, among firms that answered “no investment
overseas” or “maintain the current scale” with regard to overseas
business expansion, only about 40% said they had policies of
domestic business expansion. Among firms that answered
“considering downscaling or ceasing operations” overseas, a
high percentage also reported considering downscaling or
ceasing operations” in domestic business.

Large-scale firms

(%) 0 10 20 30 40 50 60 70 80 90 100

Expand operations |-
(n=431)

No investment overseas (n=41) |-

Maintain the current scale |-
(n=139) :

Future overseasexpansion policy

Considering downscaling or ceasing o
operations (n=2)

OExpand operations ~ @Maintain the current scale  @Considering downscaling ~ B Other O No answer

Future domestic business expansion
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Future direction of domestic business, by policy
toward overseas expansion (total)
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Maintain the current scale |-/~ -1 1-1oi- i
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Future overseas expansion policy

Considering downscaling or ceasing
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o Expand operationsl @ Maintain the current scale 2 Considering downscaling W Other O No answer
EXpanS iON  Future domestic business expansion
SMEs
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Expand operations
(n=1267) :

No investment overseas (n=400)

Maintain the current scale
(n=337) :

Future overseas expansion policy

Considering downscaling or ceasing
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Future domestic business expansion



Overseas expansion: Future overseas expansion policy

Large-scale firms, manufacturing Large-scale firms, non-manufacturing

FYZ(lr)]]=.12 zz)rvey . 2| FY2011 survey

FY2012 survey FY2012 surve)
e . _ 08 y

FY2013 survey
(n=359) (n=321)
FY2014 survey 2014 survey d i 60.7
(n=328) (n=333) Expand operations
0 10 20 30 40 50 60 70 80 90 (%/?3 0 10 20 30 40 50 60 70 80 920 100
B Expand operations ) ) T Maintain the current scale B Expand operations & Maintain the current scale )
m Considering downscaling or ceasing operations No investment overseas m Considering downscaling or ceasing operations No investment overseas
B 0ther T No answer 80ther NG answer

[Notes] Since FY2013 survey, “expand operations" include respondents reporting that they currently had overseas bases and
planned to expand them further in the future and those reporting that they did not currently have overseas bases but intended to

invest in the future.

[Notes] Since FY2013 survey, "expand operations” include respondents reporting that they currently had overseas bases and
planned to expand them further in the future and those reporting that they did not currently have overseas bases but intended to

invest in the future.

SMEs, manufacturing SMEs, non-manufacturing

FY2011 survey

FY2011 survey
(n=960)

(n=1,331)

FY2012 survey

FY2012 survey
(n=621)

(n=820)

=Y 2013 survey FY2013 survey
(n=1,742) (n=1049)
Y2014 survey FY2014 survey
(n=1,379) (n=955)
0 10 20 30 40 50 60 70 80 90 100
mExpand operations @ Maintain the current scale o mExpand operations ) ) ©Maintain the current scale o
m Considering downscaling or ceasing operations @ No investment overseas m Considering downscaling or ceasing operations @No investment overseas
©Other ONo answer ) & Other o 0 No answer
[Notes] Since FY2013 survey, "expand operations” include respondents reporting that they currently had overseas bases and [Notes] Since FY2013 survey, "expand operations" include respondents reporting that they currently had overseas bases and
planned to expand them further in the future and those reporting that they did not currently have overseas bases but intended to planned tohe>;pand them further in the future and those reporting that they did not currently have overseas bases but intended to
invest in the future. 18

invest in the future.
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Domestic business: Future domestic business expansion

Large-scale firms, manufacturing
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Copyright (C) 2015 JETRO. All rights reserved.

Large-scale firms, non-manufacturing
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Future overseas expansion policy: Future domestic business expansion (by industry )

Future overseas expansion policy (total)

%) 00 100
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intend to invest in the future
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Manufacturing

Non-manufacturing

Future overseas expansion policy: Future domestic business expansion (by industry )

Future overseas expansion policy (large-scale firms)
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Future domestic business expansion (large-scale firms)

Medical products & cosmetics (n=13)

Food & beverages (n=30)

Wood & wood products/ furniture & building
materials/ paper & pulp (n=6)

Textiles/ clothing (n=7)

Chemicals (n=29)

Electrical equipment (n=35)

General machinery (n=39)

‘Iron & steel/ non-ferrous metals/
metal products (n=22)

Cars/ car parts/
other transportation machinery (n=52)

Precision equipment (n=19)

(%) 0 10 20 30 40 50 60 70 80 0 100
69.2
66.7
66.7
57.1
483
40.0
333
318
2838
263
238

IT equipment/ electronic parts & devices (n=21)

Ceramics/ earth & stone (n=8)

Coal & petroleum products/
plastics/ rubber products (n=17)

Other manufacturing (n=30)

Professional services (n=12)

Communication, information & software (n=14)

Retail (n=30)

Transport (n=13)

Trade and wholesale (n=119)

Construction (n=23)

Finance & insurance (n=81)

— Other manufacturing (n=41)

732

21



Future overseas expansion policy: Future domestic business expansion (by industry )

Future overseas expansion policy (SMEs)
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3. Overseas expansion
(by country/region, functions)

- Interest in expanding into US and Mexico on the rise.
Popularity of ASEAN countries continues to exceed that of
China for three consecutive years -

23



Functions planned to be expanded overseas: By country and region

B Many firms plan to expand their business in China, Thailand, Indonesia, US and Vietnam
Among companies that said they had policies of business expansion in the future (the next three years or so), the top countries and
regions which they reported as targets for business expansion overseas were China (56.5%), Thailand (44.0%), Indonesia (34.4%), the
US (31.3%) and Vietnam (28.7%). Many firms had policies of business expansion in other emerging markets as well, including India
(16.1%), Malaysia (14.8%), the Philippines (10.8%), Mexico (10.1%) and Myanmar (10.1%). ASEAN as a whole scored higher than
China. A marked percentage (4.3%) also reported plans to expand overseas business with regional HQ functions in Singapore.

Rankings of countries and regions by function

(Multiple answers, %)

Total Sales function Production R&D Regional HQ Logistics function
General-purpose goods High-valued added goods New product development Gz spe(r:ri‘fe:izzifns jegical
Rank|  Country or region % |Rank| Country or region % |Rank| Country or region % |Rank| Country or region % |Rank| Country or region % |Rank| Country or region % |Rank| Country or region % |Rank| Country or region %

1(China 56.5| 1|China 46.1| 1{China 18.0/ 1|China 13.4| 1|China 5.4 1|China 11.2| 1|China 5.0 1|China 5.0
2|Thailand 44,0 2|Thailand 335 2[Thailand 13.5| 2|Thailand 8.7 2|us 4.9 2|Thailand 5.0 2|Singapore 43| 2|Thailand 4.0
3|Indonesia 34.4| 3(Indonesia 26.5| 3|Vietnam 9.0 3|US 5.8| 3|Thailand 2.8 3|US 4.4]  3|Thailand 3.1 3|us 2.0
4|Us 31.3| 4fUs 24.9( 4|Indonesia 7.9 4|Vietnam 4.8 4|Western Europe 2.3| 4|Indonesia 3.5 4|us 29 4|Vietnam 1.9
5(Vietnam 28.7| 5(Vietnam 18.4| 5|India 4.7 5|Indonesia 4.2 5|Taiwan 1.7 5|Taiwan 2.6| 5|Western Europe 2.0| 5|India 1.7
6| Taiwan 21.0[ 6(Taiwan 18.2| 6|US 4.0] 6|India 3.1] 6|Vietnam 1.2| 6|India 2.2| 6|Indonesia 1.3 6|Indonesia 1.6
7|Singapore 19.3| 7|Singapore 14.8| 7|Myanmar 2.9 7[Taiwan 2.7 6|Indonesia 1.2| 7[Western Europe 2.1l 6|Hong Kong 1.3] 7|Hong Kong 1.2
8|Western Europe 18.1| 8|Korea 14.1| 8|Taiwan 2.6| 7|Western Europe 2.7| 6|Korea 1.2| 8|Vietnam 1.9 8|Vietnam 1.1 7[Mexico 1.2
9|Hong Kong 16.1| 9|Hong Kong 13.9| 9[Malaysia 2.3] 9|Korea 2.2| 9|Singapore 1.1| 9|Singapore 1.5 9|India 0.7| 9|Western Europe 11
9|India 16.1| 10{Western Europe 13.7| 9|Mexico 2.3| 10|Malaysia 2.1| 10|India 0.8] 10|Korea 1.4 10|Malaysia 0.6| 10|Myanmar 1.0
11|Korea 15.9| 11(India 13.1| 11|Philippines 2.1| 11|Mexico 1.6| 11{Hong Kong 0.6 11|Malaysia 1.1| 11|Brazil 0.5| 11|Singapore 0.9
12(Malaysia 14.8| 12|Malaysia 12.0| 12|Cambodia 1.9| 12(Singapore 1.4] 12(Bangladesh 0.5 12|Hong Kong 0.8| 11|Mexico 0.5| 12|Korea 0.7,
13|Philippines 10.8| 13(Philippines 8.3| 13|Korea 1.5| 13|Hong Kong 1.2| 13(Malaysia 0.4 13|Brazil 0.7| 13|Taiwan 0.4] 13|Malaysia 0.5
14|Mexico 10.1| 14|Mexico 8.0 14|Western Europe 1.3] 14{Myanmar 1.0| 13|Philippines 0.4| 14|Myanmar 0.6] 13|Korea 0.4] 13|Taiwan 0.5
14|Myanmar 10.1| 15(Myanmar 6.1| 15|Singapore 1.1) 14{Philippines 1.0| 15|Brazil 0.3| 15|Russia & CIS 0.5| 15|Myanmar 0.2| 13|Cambodia 0.5
16|Brazil 6.9| 16(Brazil 5.7| 15|Brazil 1.1| 16|Brazil 0.8| 16|Myanmar 0.2| 15]|Central and Eastern Europe 0.5| 15|Philippines 0.2| 16|Philippines 0.4
17|Russia & CIS 6.2| 17|Central and Eastern Europe 5.4] 17|Central and Eastern Europe 1.0] 17(Bangladesh 0.7| 16|Cambodia 0.2| 17|Philippines 0.4] 15|Bangladesh 0.2| 16|Turkey 0.4

18|Central and Eastern Europe 6.1| 17|Russia & CIS 5.4 18|Bangladesh 0.7| 18|Cambodia 0.6| 16|Russia & CIS 0.2 _|Bangladesh, Cambodia, Sri _| 15/Cambodia 0.2| [|Brazl Russia&ClIS,
19|Cambodia 5.3| 19|Australia 2.8 19|Hong Kong 0.6| 18|Central and EastermEurope | 0.6[ 19[/cicmi et s | 0,1 18] anka, Canad, Turkey O3 Ls|Australa o7 Eﬁ?;rae' a;fuf?ief?ca 03

pe,

ASEAN6 735 ASEAN6 56.6 ASEANG6 24.2 ASEAN6 15.8 ASEAN6 5.6 ASEAN6 8.9 ASEAN6 8.2 ASEANG6 6.2
Developed countries 61.1 Developed countries 50.8 Developed countries 7.9 Developed countries 10.5] Developed countries 6.9 Developed countries 8.2 Developed countries 7.2 Developed countries 4.1
Emerging countries 914 Emerging countries 74.1 Emerging countries 34.2 Emerging countries 24.8] Emerging countries 8.6 Emerging countries 15.8 Emerging countries 8.5 Emerging countries 9.3
Total 100.0] Total 82.9 Total 37.1 Total 29.2 Total 12.4 Total 18.7] Total 12.1] Total 11.4]

[Notes] 1) The variable "n" indicates the number of firms that “currently have overseas bases and are planning to expand in future*(1001 firms), excluding the firms which have not given an answer from the total (1,034 firms).
2) "Total" indicates the number of firms intending to expand one or more function in each country and region. Ifa firm is planning to expand several functions in one country or region, it is counted as one firm only.

3) No country break down for Western Europe, Russia & CI1S, or Central and Eastern Europe
4) ASEANS refers to the total for the six countries Singapore, Thailand, Malaysia, Indonesia, the Philippines, and Vietnam (excluding duplication).
5) Highlighted cells indicate items with response rates of 10% or higher.
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Overseas expansion by country and region (time-series comparison)

.

B Increased appetite for expansion in US

31.3% of firms with policies of business expansion overseas choose the US for such expansion, up from 25.4% in the previous year.
While the percentage among manufacturing firms (36.1%) is higher than among non-manufacturing firms (23.7%), both are up from last
year.

B ASEAN surpasses China for three consecutive years

Among countries and regions in Asia where respondents planned to expand their business, ASEAN was cited by 73.5% and China by
56.5%, as the ASEAN region has surpassed China for three consecutive years since 2012. Appetite for expansion in ASEAN was high
among both manufacturing (73.7%) and non-manufacturing firms (73.3%). In China’s case, the percentage choosing that country among
manufacturing firms (58.7%) is down from last year (61.1%), while the percentage among non-manufacturing firms (53.2%) is up from
last year (49.8%).

Main countries/regions (total) Other emerging markets (total)

(%) (%)
80.0 12.0
743 735
70.0 101
10.0 -
60.0
8.0
50.0
40.0 - 6.0 -
313
30.0 7 26.0
218 254 40
19.4 19,3 181
20.0 -
211 ——
2.0
15.7 15.7 16.1
100 15.9
X
0.0 : : ‘ 0.0 —09 : :
2011 2012 2013 2014 (Year) 2011 2012 2013 2014 (Year)
—=China =B=ASEAN US =>Western Europe India =o=Mexico ==Turkey Brazil =>€=South Africa ===Russia & CIS

Notes: 1) The fgure in each survey year consist of firms intending to expand overseas business in the next three years or so, after excluding those who did not answer on functions
planned to be expanded. 2) ASEAN is the comparable sum of the six countries of Singapore, Thailand, Malaysia, Indonesia, the Philippines and Vietnam (excluding duplication). 3)
“Total” indicates the number of firms intending to expand one or more functions in each country and region. If a firm is intending to expand several functions to one country or region,

it is counted as one firm only.
Copyright (C) 2015 JETRO. All rights reserved.



Overseas expansion by country and region (time-series comparison)

M Appetite for business expansion in
Mexico grows

The percentage of firms with policies of
business expansion in Mexico also rose,
to 10.1% from 7.6% last year, as it has
continued to rise each year since 2011
(3.1%). While this percentage is
growing among both manufacturing and
non-manufacturing firms, the growth in
appetite for expansion among
manufacturing firms (11.6%) is higher
than non-manufacturing firms (7.7%).

B While appetite for business
expansion in Brazil slows, it shows in
an increasing trend in Turkey

The percentage of firms with policies of
business expansion in Brazil has fallen
to 6.9% from 8.0% last year. At the
same time, an increasing trend is
apparent in the percentage of firms with
policies of business expansion in
Turkey, which rose from 2.5% last year
to 3.1%.

Copyright (C) 2015 JETRO. All rights reserved.

Main countries/regions

Main countries/regions (manufacturing) :
(non-manufacturing)

*) )

80.0
745 737 80.0
704 70- G/IQ%
700 70,0
64.1 611
60.0 565 Y 60.0
|
50.0 50.0
40.0 36.1
s 40,0
305
300 254 30.0 27
. 203 219 201 '
200 e ‘ " 200 165 174
: 142 126
0 213 184 183 163 1 '
100 10,0
118 105 111 121
00 T T T OO T T
2011 2012 2013 2014 (Year) 2011 2012 2013 2014 (Year)

—¢—China —W=ASEAN —#=US —>=WesternEurope = India —4—China =B=ASEAN =#—US =>=Western Europe == India

Other emerging markets

Other emerging markets (manufacturing) ( facturing)
non-manufacturing

(%) (%)
14.0 10.0

11.6 9.0

106 8.0
9.8
9.3 7.0

6.0

12.0

10.0 9.5

8.0 -
50

6.0 40
’ 31

2.0 - 3.0 22 27 26
20 18 X
201 11X
1.0 g
1
07 X 0X
0.0 T T T 0.0 T T T
2011 2012 2013 2014 (Year) 2011 2012 2013 2014 (Year)
=&=Mexico =#=Turkey Brazil X South Africa =X=Russia & CIS =&=Mexico == Turkey Brazil X South Africa =¥=Russia & CIS

Notes: 1) The figure in each survey year consist of firms intending to expand overseas business in the next three years

or so, after excluding those who did not answer on functions planned to be expanded. 2) ASEAN is the comparable

sum of the six countries of Singapore, Thailand, Malaysia, Indonesia, the Philippines and Vietnam (excluding

duplication). 26



Functions to be expanded overseas: By firm size

B The highest percentage of firms reported plans to expand sales functions, followed by production (general-purpose goods)
and production (high value-added goods)

Among functions to be expanded overseas, the highest percentage of firms cited sales functions (82.9%), followed by production
(general-purpose goods) (37.1%), production (high value-added goods) (29.2%), and R&D (change specifications for local market)
(18.7%). Both large-scale firms and SMEs had high levels of desire for expansion of sales functions. In addition, 30.9% of large-scale
firms reported plans to expand regional HQ functions.

By firm size (large-scale firms, leading medium-sized firms, SMEs, micro-businesses)

Functions to be expanded overseas (total) (Muliple answers, %)

(Multiple answers, %)

0.0 20.0 40.0 60.0 80.0 100.0

Large scale i
Total J Large scale Leading SMEs Micro-
firms medium- SMEs
(n=1,001) -380 firms e (n=621) 8 businesses
Sales (n=380) o3y |sizedfirms (n=309) i
(0=123) | (1=257) (n=312)
Production (general-purpose goods) Sales 829 824| 79.7| 837, 833 851 814

Production (general-purpose

Production (high-valued added goods) ds)
goods

37.1| 450| 455| 447 322| 36.2| 282

Production (high-valued added

goods) 29.2| 334| 317 342 266, 272 260

R & D (new product development)

R & D (new product
development)

124, 139, 179} 121, 114 117, 112

R & D (change specifications for local market)

FY2011 R & D (change specifications

18.7; 208, 23.6; 195 174 165 183

Regional HQ function 111 (n=1,602) for local market)
121 BFY2012
7 14.0 (n=1,149) . .
Logistics function 133 . Regional HQ function 121, 187 309 128 81 107, 54
11.4 (n=1,119)
Other " eto0) Logistics function 114, 150/ 211 121 9.2 100 83

Other 6.5 9.2, 122 7.8 48 2.9 6.7

Note: The population above consists of firms reporting expansion plans not

including those that did not give an answer conceming functions to be expanded. [Notes] 1) The subcategory of large scale firms indicates large scale firms not including Leading medium-sized firms,
and the subcategory of SMEs indicates SMEs not including Micro-businesses.

2) Highlighted cells indicate items with response rates of 30% or higher.
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Functions to be expanded overseas: By country/region (time-series comparison)

Main countries/regions (sales function)

(%)
60.0 556
50.0
40.0 -
30.0
24.9
219
200 | 169 28
15.8
14.2 137
157 —
po—
10.0 4 115 128 131 131
0.0
2011 2012 2013 2014 (Year)
~4=China =#—=ASEAN US ==>é=Western Europe ==%=India
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9.0
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3.0
2.0
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=&—Mexico ==Turkey

Other emerging markets (sales function)
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X X
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2011 2012 2013 2014
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Brazil ==>¢=South Africa === Russia & CIS
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(%)

Main countries/regions
(production of general-purpose goods)

Main countries/regions
(high-valued added goods)

(%)
30.0 20.0
181
18.0
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200 | 14.0
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15.0 100 1
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60 | 58
52 52 47 B 46 43 43
50 W‘Nﬁ( 0 31
24 24
24 . 5
37 41 40 20 2° 27
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=4=China =#—=ASEAN US =>¢=Western Europe === India —China —B—ASEAN us Western Europe  —¥%—India
Other emerging markets Other emerging markets
%) (production of general-purpose goods) o (high-valued added goods)
/0
25 18
23
16
16
20 -
18 14
12 11
15 - 10
10 A
14 13 09 o
08 10 :
10 - 0 11
o5 7 05 0.6 05 05
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03
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- ' X
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=4=Mexico =l=Turkey

Brazil ==>¢=South Africa ==Russia & CIS

=&=Mexico =E=Turkey

Notes:1) The figure in each survey year consist of firms intending to expand overseas business in the next three years or so, after excluding those who did not answer on functions
planned to be expanded. 2) ASEAN is the comparable sum of the six countries of Singapore, Thailand, Malaysia, Indonesia, the Philippines and Vietnam (excluding duplication).

Brazil ==>¢=South Africa ==¥¢=Russia & CIS
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Functions to be expanded domestically

M Domestically, 41% of expanding firms reported plans to expand production (high value-added goods) and 37% reported
plans to expand R&D (new product development)
In domestic business expansion in Japan, 81.1% of firms that said they had plans to expand their business scale in Japan reported plans to
expand sales functions. The next most common answers were expansion of production (high value-added goods), cited by 41.1%, and
expansion of R&D (new product development), cited by 37.4%. Since the percentages of firms that said they planned to expand
production (high value-added goods) and R&D (new product development) overseas were 29.2% and 12.4%, respectively, firms appear
to have a stance of continuing to focus on Japan in these fields.

Functions to be expanded domestically (total)

Sales

Production (general-purpose goods)

Production (high-valued added goods)

R & D (new product development) .

R & D (change specifications for local market)

Regional HQ function

Logistics function

Other

(Multiple answers, %)

40.0 60.0 80.0 100.0

FY2011
(n=1,017)

BFY2012
(n=860)

BFY2013
(n=1,566)

= FY2014
(n=1,480)

Note: The figures above consists of firms reporting expansion plans not including

those that did not give an answer concerning functions to be expanded.
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By firm size (large-scale firms, leading medium-sized firms, SMEs, micro-businesses)

(Multiple answers, %)

Total Large scale Leading SMEs icro-
(NZETSO) (r?:r;: 4 Lal;?fniscale medium- | (n=1,206) S_MES buzlilnce;()ses
(n=75) S'Z:flf;g;‘s (n=447) 1" (n=759)
Sales 81.1| 75.9| 66.7| 79.4| 823 805 834
Production (general-prpose 165 164 120 181 165 145 177
goods)
;;‘;‘jg)c“‘)” (oh-velvedadded | 11 1| 39.4| 34.7| 412 415 398 426
R & D (new product
developrmen) 37.4| 35.00 30.7f 36.7| 38.0f 37.1f| 385
R & D (change specifications
for local market) 12.0 9.5 40 116 125 125 125
Regional HQ function 5.0 7.3 9.3 6.5 45 3.8 4.9
Logistics function 95 131, 160 121 8.6 8.3 8.8
Other 5.3 10.6 14.7 9.0 4.1 3.6 4.5

[Notes] 1) The subcategory of large scale firms indicates large scale firms not including Leading medium-sized

firms, and the subcategory of SMEs indicates SMEs not including Micro-businesses.

2) Highlighted cells indicate items with response rates of 30% or higher.
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4. Restructuring of functions of domestic and
overseas bases

- Restructuring of bases and functions: Transfers from China
to Vietnam stand -
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Restructuring of domestic and overseas bases

B Pronounced shift of bases and functions from China to ASEAN
Regarding restructuring overseas and domestic bases and functions, the
rate of cases of restructuring out of China increased to 27.8%, just below
that of Japan with 49.1%. As transfer destinations, ASEAN countries
have continued to mark the highest at 47.9% of the all cases, having
received 46.2% the year before. By combinations of transfer sources and
destinations, “transferring from Japan to ASEAN countries” (22.7%) and
“transferring from China to ASEAN countries” (16.2%) made up notably
large ratios. Among respondents selecting “transferring from China to
ASEAN countries”, almost half of them (57 in 129 cases) selected
Vietnam as the destination. Transfers to Japan account for 7.5% of all
cases, which are mainly from China.

Restructuring of domestic and overseas bases and functions
(Multiple answers, %)

Shift to
China | ASEAN | Japan Other Total
(n=141) | (n=382) | (n=60) | (n=215) | (n=798)
China
. 16.2 4. : 217.
(n=222) 35 6 6 3.5 8
ASEAN
e (n=64) 0.4 5.8 1.1 0.8 8.0
o
= Japan
12. 22.7 A4 14. 49.1
£ | (n=392) 0 0 0 °
s Other
(n=120) 1.8 3.3 1.4 8.6 15.0
Total
17.7 47.9 7.5 26.9 100.0
(n=798)

[Notes] 1) The figures in the composition ratio are percentage of total.
2) The figures in the composition ratio are the rounded up figures, so they do not
necessarily match the total.
3) The figures above includes cases that reported restructuring of bases
conducted in the past two to three years or planned for the coming two
to three years.
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60.0

50.0

40.0

30.0
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10.0 1

0.0 -

(%)
80.0

70.0

60.0

50.0

40.0

30.0

20.0 1

10.0 1

00 -

Sources of relocation of domestic and overseas

bases and functions

Japan

ASEAN

FY 2006 (n=243)
BFY2010 (1=232)
BFY2013 (1=780)

= FY2014 (n=798)

Other

Destinations of relocation of domestic and overseas

bases and functions

14.6 150

China

@FY 2006 (n=243)
BFY2010 (n=232)
B FY2013 (1=780)
=FY2014 (n=798)

[Notes] 1) “Other” under sources and destinations of relocation includes
responses that indicated no country name.
2) The surveys in FY2006 and FY2010 were of JETRO members only.
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Restructuring of domestic and overseas bases

Main transfer pattern details

(Multiple answers, %)

Shift from

Shift to

Percentage

Main industry groups

Main transfer pattern details (time-series comparison)
(Multiple answers, %)

Japan

ASEAN (n=181)

22.7

General machinery (13.8)

Cars/ Car parts/ Other transportation machinery (13.8)

Trade and wholesale (9.9)

Thailand (n=74)

93

Cars/ Car parts/ Other transportation machinery (20.3)

General machinery (16.2)
Electrical equipment (10.8)

Vietnam (n=38)

4.8

General machinery (23.7)

Iron & Steel/ Non ferrous metals/ Metal products (10.5)

Other manufacturing (10.5)

Indonesia (n=23)

29

Cars/ Car parts/ Other transportation machinery (21.7)

Construction (17.4)
General machinery (13.0)

FY2006 FY2010 FY2013 FY2014

From Japan to China 374 22.0 15.3 12.0
From Japan to

ASEAN 19.8 19.0 24.2 22.7
From China to

ASEAN 4.5 8.2 13.7 16.2
From ASEAN to 25 3.4 03 0.4
China

From China to Japan 0.4 13 4.7 4.6
From ASEAN to 0.8 0.4 18 11
Japan

Japan

China (n=96)

12.0

General machinery (14.6)

Cars/ Car parts/ Other transportation machinery (14.6)

Trade and wholesale (14.6)

China

ASEAN (n=129)

16.2

Trade and wholesale (20.9)
Textiles/ clothing (13.2)
Electrical equipment (12.4)

Vietnam (n=57)

71

Trade and wholesale (17.5)
Other manufacturing (15.8)

Iron & Steel/ Non ferrous metals/ Metal products (12.3)

Thailand (n=27)

34

Trade and wholesale (29.6)
Electrical equipment (25.9)

Indonesia (n=15)

19

Textiles/ clothing (26.7)

China

Japan (n=37)

4.6

Other manufacturing (18.9)
Electrical equipment (13.5)
IT equipment/ electronic parts & devices (10.8)

China

China (n=28)

35

Chemicals (10.7)
Precision equipment (10.7)
Trade and wholesale (10.7)

Total(n=798)

100.0

Trade and wholesale (15.2)
General machinery (9.3)

Cars/ Car parts/ Other transportation machinery (8.8)

[Notes] Figures shown after the names of main industry groups are percentages (%) of each shift pattern.
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Details of relocations to Japan (by industry)

(Multiple answers, %)

Number of cases Percentage

Total 60 100.0
Manufacturing 48 80.0
Food & beverages 2| 3.3
Textiles/clothing 4 6.7
\pl\{::sd & wood pro & building materials/paper & 1 17
Chemicals 0| 0.0
Medical products & cosmetics 0| 0.0
Coal & petroleum products/plastics/rubber products 3| 5.0
Ceramics/earth & stone 0| 0.0
Iron & steel/non-ferrous metals/metal products 5| 8.3
General machinery 7| 11.7
Electrical equipment 7| 11.7

IT equipment/electronic parts & devices 5| 8.3
Cars/car parts/other transportation machinery 3| 5.0
Precision equipment 2| 3.3
Other manufacturing 9 15.0
Non-manufacturing 12 20.0
Trade and wholesale 8 13.3
Retail 1] 17
Construction 0 0.0
Transport 0 0.0
Finance & insurance 0] 0.0
Communication, information & software 1] 17
Professional services 1] 17
Other non-manufacturing 1] 17
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Restructuring of domestic and overseas bases: Reasons for transfer

B The biggest reason was rising production and labor costs
The most commonly cited reason for transfer of domestic and overseas bases was rising production and labor costs (41.0%). The
percentage citing that reason for relocation from China was 66.7%, even higher than last year’s figure of 58.5%.

Reasons for transfer (total)

(Multiple answers, %)

Cope with Better to
- . fluctuations in | Satisfy demands | concentrate all . . N Fearing risk from . Custor.ns dUt.y/
Rising production . . o Slack in local . . Large fluctuation | Increasing risks Very little or no {Non-tariff barriers
domestic and of client functions in one Taxincentives. |. . labor problems, . . Other
and labor costs . . sales in exchange rates | by concentration taxincentives planned to be
overseas companies place to improve etc
L reduced by FTA
demands efficiency
FY 2006
_ 55.6 - - 15.6 9.1 5.3 - 7.8 - 1.2 3.7 18.9
(n=243)
FY2010
_ 46.6 - - 17.2 11.6 4.7 - 8.6 - 2.6 4.8 23.7
(n=232)
FY2013
(n=780) 36.9 29.0 21.3 12.3 7.8 5.6 4.7 4.6 4.6 13 1.3 145
FY2014
(n=798) 41.0 31.2 29.7 12.2 6.8 5.6 9.3 9.1 6.0 - - 6.0

[Notes] 1) Dashes (-) above indicate items not included in the surveys for the respective fiscal years.
2) FY2006, FY2010 survey targeted JETRO member frims only.

Reasons for transfer (relocation from China)

(Multiple answers, %)

Cope with Better to Qs duty/
- . fluctuations in | Satisfy demands { concentrate all . . N Fearing risk from . us orps ! y
Rising production d . . o Slack in local . . Large fluctuation { Increasing risks Very little or no | Non-tariff barriers
omestic and of client functions in one Taxincentives. | . . labor problems, . . Other
and labor costs . ) sales in exchange rates | by concentration taxincentives planned to be
overseas companies place to improve etc
e reduced by FTA
demands efficiency
FY 2006
_ 4.9 - - 1.2 0.0 0.0 - 4.1 - 0.8 0.4 0.8
(n=21)
FY2010
(n=38) 50.0 - - 7.9 10.5 2.6 - 28.9 - 10.5 18.4 28.9
FY2013
(n=205) 58.5 12.2 9.8 11.2 7.8 6.3 7.8 10.7 10.7 4.9 2.4 14.6
FY2014
(n=222) 66.7 13.1 117 11.3 9.5 9.0 12.2 23.0 15.3 - - 45

[Notes] 1) Dashes (-) above indicate items not included in the surveys for the respective fiscal years.
2) FY 2006, FY2010 survey targeted JETRO member frims only.
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5. Business environment in emerging countries

- Majority of firms recognize labor costs and labor
shortages as iIssues in China and Thailand -
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Issues In the business environment in emerging countries

M Personnel costs and labor shortage, a concern in China and Thailand
A lot of firms indicated labor-related matters as a concern in China and Thailand. “Increased or increasing personnel costs” was
commonly cited in China (48.8%), Thailand (29.1%) and Indonesia (21.2%). The response rate of “labor shortage or difficulty in
recruitment” was also relatively high in Thailand (18.6%) and China (14.4%).

B Inadequate infrastructure, a concern in Myanmar, Cambodia, India, and elsewhere
“Inadequate infrastructure” was commonly cited in Myanmar (53.9%), Cambodia (44.9%), India (44.8%) , Laos (38.7%), Vietnam
(38.0%), Bangladesh (36.7%), and Indonesia (36.2%) among other countries.

(Multiple answers, %)

Increased or increasing personnel costs

Labor difficulties

Labor shortage or difficulty in recruitment

Inadequate infrastructure

Insufficient land and office space, rising land prices

Undeveloped legal system and problems in

Complexity of taxation system and tax procedures

and rent application of laws
Fyi4 | Fv13 | Fyi2 FY14 | FY13 | FY12 Fyi4 | Fvi3 | Fv12 FY14 | Fv13 | Fvi2 Fy14 | Fv13 | Fyi2 FY14 | FY13 | FYi2 FY14 | Fv13 | Fy12
China 48.8| 50.8 | 49.5 |China 22.7| 22.3 | 34.1 |Thailand 18.6 | 19.6 - Myanmar 539| 70.5 | 60.4 |Myanmar 108| 9.0 - |China 41.9| 445 | 451 |India 26.4| 139 | 150
Thailand 29.1| 29.3 | 30.1 [India 13.2| 134 | 23.7 [China 14.4| 143 - |Cambodia 44.9 - - |China 106| 95 - Myanmar 32.6| 425 | 39.3 |China 250 189 | 23.2
Indonesia 21.2| 19.9 | 210 [Indonesia 12.6| 139 | 22.1 [Malaysia 76| 95 - |India 44.8| 55.7 | 56.8 |Indonesia 71| 63 - |Vietnam 28.1| 31.9 | 27.8 |Brazil 17.9| 194 | 195
Malaysia 16.2| 17.8 | 15.9 |Brazil 81| 99 13.5 |Mexico 6.6| 6.3 - [Laos 38.7 - - |Thailand 50| 5.4 - |India 27.9| 28.7 | 29.6 [Vietnam 17.0] 7.9 9.8
Vietnam 12.8| 126 | 18.1 |Mexico 78| 72 12.8 |Vietnam 6.6| 6.2 - |Vietnam 38.0| 48.7 | 43.6 |Brazil 44| 2.6 - |Indonesia 26.9| 245 | 27.2 [Indonesia 162 111 | 137
Brazil 9.7| 164 | 145 [Vietnam 68| 65 | 119 [Indonesia 54| 65 - |Bangladesh 36.7| - - |Russia 44| 37 - |Cambodia 235| - - [Myanmar 120| 58 9.3
India 73| 17 7.9 |Thailand 64| 54 12.7 |Cambodia 5.0 - - |Indonesia 36.2| 415 [ 36.4 |India 38| 34 - |Russia 17.4 - - |Russia 11.8| 128 | 169
Russia 52| 83 10.2 |Russia 52| 6.1 9.2 |Myanmar 43| 38 - |Philippines 26.8| 314 | 286 [Vietnam 37| 43 - |Laos 17.4| 30.7 | 32.7 [Mexico 102| 6.5 7.6
Mexico 48| 5.2 7.3 |Philippines 51| 3.8 8.8 |India 40| 3.9 - |Pakistan 26.3 - - [Mexico 34| 1.8 - |Bangladesh 16.5 = - |Thailand 9.7| 4.4 5.6
Philippines 48| 5.8 6.0 [Bangladesh 4.9 - - |Russia 32| 32 - |SriLanka 23.2 - - |Bangladesh 3.2 - - |Brazil 14.1| 16.0 | 16.5 [Cambodia 9.1 - -
Turkey 44| 64 6.2 |Cambodia 4.8 - - |Laos 3.1 - - |Brazil 13.1| 14.2 | 155 [Malaysia 29| 21 - |Philippines 14.0| 122 | 156 [Laos 7.9 - -
Myanmar 37| 26 3.3 [Malaysia 47| 53 9.3 |Bangladesh 3.0 - - |Mexico 12.0| 149 | 15.6 [Cambodia 2.6 - - |Pakistan 139 - - |Philippines 76| 44 8.3
Cambodia 3.7 - - [Myanmar 47| 36 9.6 |Brazil 28| 5.2 - |Russia 11.0| 11.8 | 187 [Laos 2.1 - - [Mexico 102 7.2 11.2 |Turkey 6.0 - -
Chile 3.1 - - |Pakistan 4.6 - - |South Africa 27| 43 - |South Africa 10.7| 18.6 | 20.1 [Pakistan 2.0 - - |Thailand 93| 7.1 6.5 |Bangladesh 54| 36 5.3
South Africa 30| 57 6.2 [South Africa 40| 6.7 11.5 |Philippines 26| 3.2 - [Chile 10.3 - - [Chile 19 - - |SriLanka 7.1 - - |Pakistan 5.3 - -
Sri Lanka 2.4 - - |Laos 3.8 - - |Chile 1.7 - - [China 95| 9.9 11.6 |Philippines 17| 16 - |Turkey 6.7| 6.8 7.1 |Malaysia 48| 25 4.9
Bangladesh 1.6 - - |SriLanka 3.2 - - |Pakistan 13 - - |Malaysia 9.0| 11.7 | 10.0 |Turkey 17| 05 - |South Africa 6.2| 11.9 | 115 |SriLanka 4.5 - -
Pakistan 15 - - |Turkey 30| 18 4.9 |[SriLanka 13 - - |Thailand 83| 9.1 10.5 |SriLanka 1.6 - - [Chile 6.1 - - |South Africa 35| 29 4.8
Laos 13 - - |Chile 2.5 - - |Turkey 12| 27 - |Turkey 79| 7.3 10.7 |South Africa 10| 1.0 - |Malaysia 59| 7.1 6.8 |Chile 3.3 - -
Complexity of administrative procedures Problems in protecli?ir;‘olfsimelleclual property Foreign exchange at high risk Related industries not concentrated nor developed Risks and pmble:;s;;z to collection of Natural disaster risk:rz[ﬂeer::gmnmemal pollution | Political risks or p::;ls;rnnj Lr:;;cnal conditions and
Fyi4 | Fvi3 | Fvi2 FY14 | Fv13 | FYi2 Fyi4 | Fvi3 | Fvi2 FYu4 | Fvi3 | Fviz Fyi4 | Fvi3 | Fyi2 FYu4 | Fv13 | Fvi2 Fy14 | Fvi3 | Fy12
China 34.6 - - [China 52.6| 51.3 | 53.1 |Russia 22.4| 17.6 | 13.7 |Myanmar 23.3| 28.0 | 32.2 |China 41.4| 403 | 456 [Thailand 21.4 | 28.8 | 416 [China 49.8| 59.8 | 64.6
India 26.6 - - India 11.1]| 83 6.9 |China 20.5| 20.5 | 12.3 [Vietnam 18.2| 17.9 | 23.0 [India 23.7| 235 | 23.1 |China 211 | 27.2 4.8 |Thailand 37.3| 46.4 | 153
Vietnam 22.0 - - Myanmar 10.0| 81 8.7 |Brazil 17.5| 312 | 21.9 |[Cambodia 18.1 - - |Russia 22.0| 27.5 | 25.0 [Philippines 18.9 | 236 14.4 |Russia 344 275 | 22.2
Indonesia 21.3 - - [Vietnam 95| 80 8.7 |Indonesia 16.2| 21.8 | 12.4 |Laos 16.9 - - |Myanmar 16.8| 14.5 | 21.0 |Indonesia 12.3 | 12.8 18.5 |Pakistan 30.1 - -
Russia 20.6 - |Cambodia 8.2 - - |India 12.8| 21.5 | 13.8 |Bangladesh 15.1 - - |Pakistan 15.4 - - |Bangladesh 84 - - |Mexico 289| 322 | 124
Brazil 17.7 - - |Pakistan 8.1 - - |Vietnam 11.5| 15.7 | 14.2 |Philippines 13.7| 11.6 | 15.2 |Brazil 14.9| 17.3 | 18.2 |India 8.3 9.3 5.3 |Philippines 265 232 | 154
Myanmar 17.1 - Laos 7.4 - - |Thailand 11.1| 13.1 | 104 |India 12.3| 114 | 185 |Bangladesh 14.6 - - Myanmar 4.7 4.7 5.2 |Brazil 250 275 6.7
Thailand 10.8 - - |Bangladesh 7.2 - - |Mexico 9.0 17.0 | 14.4 [Pakistan 11.9 - - |Vietnam 14.2| 142 | 15.7 |Pakistan 4.6 - - |South Africa 246| 348 | 18.7
Cambodia 104 - |Indonesia 70| 64 6.5 |South Africa 89| 157 | 13.9 |SriLanka 108| - - |Cambodia 27| - - |Chile 4.5 - - [Myanmar 21.8| 327 | 358
Philippines 9.8 - - |Philippines 64| 52 6.4 |Myanmar 8.8 | 12.0 8.7 |Indonesia 92| 94 11.1 |Mexico 125| 141 | 14.0 |Russia 4.0 2.6 3.2 |Indonesia 215| 226 | 143
1 9.5 - |Russia 6.2| 58 7.4 |Turkey 84| 159 9.3 |Russia 7.8| 10.9 | 12.0 [Philippines 12.2| 114 | 15.4 |Cambodia 3.9 - - |Bangladesh 18.8 - -
Laos 8.7 - - |SriLanka 5.8 - - |Philippines 83| 11.6 8.8 [South Africa 7.2| 124 | 14.4 |SriLanka 12.1 - - |Vietnam 3.8 4.3 3.4 |Cambodia 16.2 - -
Malaysia 8.1 - - |Brazil 54| 46 6.1 |Chile 7.8 - - |Chile 6.4 - - |Laos 11.8 - - |SriLanka 34 - - |india 15.9| 17.9 8.9
Mexico 7.6 - - |Thailand 51| 45 4.8 |Malaysia 7.2| 118 9.7 [Turkey 62| 9.1 10.2 |Indonesia 11.2| 129 | 15.8 |Brazil 3.4 12 2.4 |Turkey 13.1| 205 9.8
Turkey 7.1 - - |Turkey 47( 36 3.1 |Cambodia 6.9 - - [Malaysia 61| 7.1 10.0 |South Africa 9.7| 17.1 | 12.9 |South Africa 3.2 2.4 2.9 |SriLanka 121 - -
Pakistan 6.8 - - |Mexico 44| 40 3.6 |Pakistan 6.6 - - |Mexico 6.0| 7.6 9.6 |Malaysia 87| 9.9 11.9 |Mexico 3.0 14 4.0 |Laos 11.8 - -
Sri Lanka 61| - - [Chile 42| - - ladesh 60| - - |Brazil 60| 56 7.1 _[Chile 84| - - |Laos 2.8 - - [Chile 09| - -
Chile 4.5 - - |Malaysia 39| 49 3.4 |Laos 5.9 - - |Thailand 35| 21 5.5 |Turkey 79| 141 | 10.2 [Turkey 2.5 2.3 5.3 [Vietnam 88| 82 7.2
South Africa 4.0 - - |South Africa 32| 43 3.8 |SriLanka 5.8 - - |China 30| 19 3.3 [Thailand 73| 71 9.9 [Malaysia 2.3 3.4 3.8 |Malaysia 56| 5.7 2.1

[n (FY14) = China: 1,946, Thailand:
[n (FY13) = China: 2,018, Thailand:
[n (FY12) = China: 1,304, Thailand:

2) "Political risks or problems in social conditions and law and order" was referred to as "Problems with political risks" in the FY2012 survey.

1,288, Malaysia: 767, Indonesia: 1,003, Philippines: 687, Vietnam: 996, Myanmar: 601, Cambodia: 463,
1,217, Malaysia: 566, Indonesia: 886, Philippines: 500, Vietnam: 878, Myanmar: 468, India: 648, Mexico: 276, Brazil: 324, Russia: 313, Turkey: 220, South Africa: 210]
750, Malaysia: 472, Indonesia: 615, Philippines: 409, Vietnam: 612, Myanmar: 366, India: 507, Mexico: 250, Brazil: 297, Russia: 284, Turkey: 225, South Africa: 209]
[Notes: 1) The population (n) above indicates the total number of firms currently operating businesses or considering new businesses in each country.

3) "Complexity of taxation system and tax procedures” was referred to as "Tax risks and problems" in the FY2012 and FY2013 surveys.
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Laos: 390, India: 755, Pakistan: 395, Bangladesh: 431, Sri Lanka: 379, Mexico: 502, Brazil: 504, Chile: 359, Russia: 500, Turkey: 406, South Africa: 403]
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. J
isi ited “forei h high risk” in Russi
B Arising percentage cited “foreign exchange at high risk” in Russia
Th t f firms citing “forei h t high risk” in Russi to 22.4% fi last ’s 17.6%. The ruble has weakened
e percentage of firms citing “foreign exchange at high risk” in Russia was up to 22.4% from last year’s 17.6%. The ruble has weakene
massively in Russia since the second half of 2014, due to the effects of low oil prices.
i i i “problems i tecti f intellectual ty rights” and “political risk blems i ial
M Top issues cited for China were “problems in protection of intellectual property rights” and “political risks or problems in socia
conditions and law and order”
i i i “probl i i f intell 1 ights” (52.6%), followed by “political risk blems i
The top issue cited for China was “problems in protection of intellectual property rights .6%), tollowed by “political riSKS or problems In
i iti 7 (49.8%
social conditions and law and order” (49.8%).
(Multiple answers, %)
— China — Thailand . Malaysia — Tndonesia
an FY14 | Fyis | Fyi2 Fyi4 | Fyis | Fyi2 Fy14 | Fyis | Fyi2 FY14 | Fyis | Fyi2
1 |Problems in protection of intellectual property | o ¢ 51.3 53.1 1 [Political risks or problems in social conditions | 57 5 46.4 15.3 1 |Increased or increasing personnel costs 16.2 17.8 15.9 1 [Inadequate infrastructure 36.2 415 36.4
rights and law and order
2 |Political risks or problems in social conditions | 5 o 50.8 64.6 2 |increased or increasing personnel costs 29.1 29.3 30.1 2 |inadequate infrastructure 9.0 11.7 10.0 2 |Yndeveloped legal system and problems in 26.9 245 27.2
and law and order of laws
3 |increased or increasing personnel costs 468 | s08 | aos | s |Naturaldisaster risks or environmental 214 | 288 | ate | 3 |RiSks and problems refated to collection of a7 0o | 110 | 3 |Political risks or problems in social conditions | L1 o | 06 | 143
pollution problems receivable: and law and order
4 U"d.e"e."’peo"f 'IEa?NaS' system and problems in 419 | 445 | 451 | 4 |Labor shortage or difficulty in recruitment 186 | 196 - 4 |complexity of administrative procedures 8.1 - - 4 |Complexity of administrative procedures 21.3 - -
,
5 |Risks and problems related to collection of 2414 | 203 | 456 | 5 |Foreign exchange at high risk 111 | 131 | 104 | 5 |Labor shortage or difficulty in recruitment 7.6 95 - 5 |increased or increasing personnel costs 212 | 1009 | 210
—~— Philippines e Vietnam e Myanmar I Cambodia
Fvia | Fvis | Fyi2 Fvia | Fvis | Fvi2 Fvia | Fvis | Fyi2 Fvia | Fyis | Fvi2
1 Inadequate infrastructure 26.8 31.4 28.6 1 [Inadequate infrastructure 38.0 48.7 43.6 1 |Inadequate infrastructure 53.9 70.5 60.4 1 [|Inadequate infrastructure 44.9 - -
Political risks or problems in social conditions| Undeveloped legal system and problems in Undeveloped legal system and problems in Undeveloped legal system and problems in
2 _|and law and order 265 232 154 2 _|application of laws 281 319 278 2 ication of laws 326 42.5 39-3 2 |application of laws 285
3 E‘:I:t'mriz'nd:rfé‘:r:ks or environmental 18.9 | 236 | 144 | 3 [Complexity of administrative procedures 22.0 - - 3 Z:\';iie";dm"'es not concentrated nor 233 | 280 | 322 | 3 dRee\',:tli‘:,;’éd“S"'es not concentrated nor 18.1 - -
4 |Undeveloped legal systemand problems in | . " .o | ;oo | , |Relted industries not concentrated nor 182 | 170 | 230 | a4 |Political risks or problems insocial conditions| . o | o | aeg | 4 |Political risks or problems in social conditions| 7 N
ication of laws i - . developed . . ) and law and order . . . and law and order i
5 |Related industries not concentrated nor 137 | 116 | 152 | 5 |Complexity of taxation system and tax 170 | 79 o8 5 |Complexity of administrative procedures 71 N B 5 |Risks and problers refated to collection of | B B
developed procedures receivable:
i Laos i India e Pakistan i Bangladesh
FY14 | Fyis | Fyi2 Fvia | Fvis | Fyi2 FY14 | FY13 | Fyi2 FY14 | Fyis | Fyiz
1 |Inadequate infrastructure 38.7 - - 1 |Inadequate infrastructure 44.8| 557 568 | 1 ::;“I'::I' ;‘s';soi’;;""b'e"‘ in social conditions| 5 § - - 1 |inadequate infrastructure 36.7 : -
> Undeveloped legal system and problems in 17.4 _ ~ > Undeveloped legal system and problems in 27.9 28.7| 206 2 |Inadequate infrastructure 26.3 _ - > Political risks or problems in social conditions| 18.8 _ _
ication of laws : ion of laws : : : a : and law and order -
3 dR:\Ilaetlzc:);r‘;dustres not concentrated nor 16.9 _ ~ 3 |Complexity of administrative procedures 26.6 - _ 3 :?nsk§ a:\ld problems related to collection of 15.4 _ B 3 ;Jr:‘,j.i‘fr::geodf ::all system and problems in 16.5 _ ~
Political risks or problems in social conditions Complexity of taxation system and tax Undeveloped legal system and problems in Related industries not concentrated nor
4 and law and order 118 4 rocedures 264 139] 150 4 i on of laws 139 4 |developed 151
Risks and problems related to collection of Risks and problems related to collection of Related industries not concentrated nor Risks and problems related to collection of
4 | ocorable 11.8 - - 5 ’imi\mhb 237| 23s| 231 | s |LO0 11.9 - - 5 | ecorable 14.6 - -
rank Sri Lanka — Mexico . Brazil . Chile
FY14 | Fyis | Fyiz Fvia | Fvi3 | Fvi2 FYia | Fyis | Fvi2 FY14 | Fyis | Fyiz
1 |inadequate infrastructure 232 R B . |Political risks or problems in social conditions| o o 2>, | 1,4, | 5 |Political risks or problems insocial conditions| e oI o | ¢ 1 |Political risks or problems in social conditions| . B
d - and law and order : - - and law and order - : : and law and order -
, |Risks and problems related to collectionof | R B , |Risks and problems related to collection of 128 141 | 140 | 2 |Complexity of taxation system and tax 179 194 | 195 | 2 |inadequate infrastructure Tos . B
receivable: - receivable: i . . procedures . . | q -
2 |Politicalrisks or problems in social conditions| , , ;. - - 3 |Inadequate infrastructure 12.0| 14.9 | 156 | 3 |Complexity of administrative procedures 177 - - 3 [Risks and problems related to collection of 8.4 - -
and law and order receivable
4 ::\',Z‘Iize'r"jdusmes not concentrated nor 10.8 - - 4 U”de"e!og"i)df ::‘?vas' system and problems in 102 7.2 11.2 | 4 |Foreign exchange at high risk 17.5| 31.2 | 21.9 | 4 |Foreignexchange at high risk 7.8 - -
5 Undeveloped legal system and problems in 71 _ ~ 4 Complexity of taxation system and tax 102 65 76 5 Risks and problems related to collection of 149 17.3 18.2 5 Related industries not concentrated nor 6.4 _ ~
ication of laws - procedures : : : receivabl - : : developed -
Russia Turkey South Africa
Rank Fvia | Fvis | Fviz | ¢ Fvia | Fvis [ Fviz | o Fy14 | Fvis | Fviz
. |Political risks or problems in social conditiors| . [ | ,,, | , |Political risks or problems insocial conditions| - | 05 | og L |Political risks or problems in social conditions| _, = | 2.5 | 184
and law and order . . - and law and order . ) . and law and order . - .
2 |Foreign exchange at high risk 22.4| 17.6 | 13.7 | 2 |Foreign exchange at high risk 84 | 159 | 93 2 |Inadequate infrastructure 107 | 186 | 20.1
3 |Risks and problems refated to collection of 220| 275 | 250 | 3 |inadequate nfrastructure 7o 73 | 107 | 3 |ReSks and problems related to collection of 97 | 171 | 120
receivable: receivable:
4 |Complexity of administrative procedures 206 - - 3 z'f:;::ip""b'ems related to collection of 7.9 141 | 102 | 4 |Foreignexchange at high risk 8.9 157 | 13.9
5 |Undeveloped legal system and problems in 17.4| 307 | 327 | 5 |Complexity of administrative procedures 7.1 - - 5 f:'i‘li?‘;:d"'s"'es not concentrated nor 7.2 12.4 | 14.4
Tn (FYA3) = China: 1,946, Thailand: 1,288, Malaysia: 767, Indonesia: 1,003, Philippines: 687, Vietnam: 996, Myanmar: 601, Cambodia: 463, Laos: 390, India: 755, Pakistan: 395, Bangladesh: 431, Sf Lanka: 379, Mexico : 502, Brazil: 504, Chile: 359, Russia: 500, Turkey 406 , South Africa: 4031

[Notes] 1) The population (n) above indicates the total number of firms currently operating businesses or considering new businesses in each country.

2) "Political risks or problems in social conditions and law and order" was referred to as "Problem:
3) "Complexity of taxation system and tax procedures” was referred to as “Tax risks and problem:
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ith political risks” in the FY2012 survey .
n the FY2012 and FY2013 surveys.
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6. Approach to future business in China

- Motivation to expand business in China recovers
among SMEs -

37



Business in China: Business plans

B Japanese firms appear to have a hesitant stance regarding business in China

The percentage of firms reporting that they would “Consider expanding existing or starting new business” in China rose from 43.2% last
year to 46.9% this year. At the same time, the percentage reporting that they were “still undecided” on their China policies rose to 26.1%,
as Japanese firms appear to have a hesitant stance regarding business in China.

Business plans in China (time-series comparison)

Nov-Dec 2004 survey |
(n=636)

Urgent survey in May 2005 right [~
after anti-Japan demonstration

(n=407)

Nov-Dec 2005 survey |-
(n=705) B

Nov-Dec 2006 survey |-
(n=622)

Nov-Dec 2007 survey |
(n=640) A

Nov-Dec 2008 survey(n=753)

Nov-Dec 2009 survey |-
(n=771) B

Nov-Dec 2010 survey |-
(n=849) g

Jan 2013 survey |-
(n=1.220) |

Nov-Dec 2013 survey
(n=2,676) B

Dec 2014 survey (n=2,249)

0 10 20 30 40 50 60 70 80 90 100
(%)

O Consider expanding existing or & Maintain the current scale of existing business ® Considering downsizing or withdrawing from existing business 2 Still undecided
starting new business

38

[Notes] 1) Results of the surveys in January 2013, November-December 2013, and December 2014 were totaled for all firms, while totals for other surveys were limited to responses from JETRO members only.
2) Results through 2007 were limited to manufacturing/trading/wholesale/retail only. 3) Totals reflect adjustments for some questions that differed by year.
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s ™
. J
M Intension for expanding business in China has recovered among SMEs and non-manufacturing industries
While the percentage of firms reporting that they would “consider expanding existing or starting new business” in China remained
largely unchanged among large-scale firms, it recovered among SMEs. By industry, the motivation to expand business in China rose
from last year among non-manufacturing industries.
Business plans in China (by firm size, time-series comparison)  Business plans in China (by industry, time-series comparison)
Nov-Dec 2010 survey (n=355) Nov-Dec 2010 survey (n=546)
Jan 2013 survey (n=380) Jan 2013 survey (n=776) 612 . %
. 7%,
3 Aug 2013 survey (n=271) § Aug 2013 survey (n=433) 618 7///
g 2 207
a =
| b iy
Nov-Dec 2013 survey (n=615) [554] : / Nov-Dec 2013 survey (n=1,682) %
W D
Dec 2014 survey (1=573) @ / Dec 2014 survey (n=1,386) 478 7.0 4.7
Nov-Dec 2010 survey (n=494) 711 Nov-Dec 2010 survey (n=303) m m
Jan 2013 survey (n=840) 52.9 - %
: 3 Jan 2013 survey (n=444) 55.2
- | g
g Aug 2013 367 3. Z [ 9.0] ;/ g 7777
(v survey (n= 537 f 104 8
5 ¥ g ) %’/,// E Aug 2013 survey (n=205) 584 | //%
- : Z
%1111n////1/77/7111 é
Nov-Dec 2013 survey (n=2,061) 387 /// %‘ ////"///’
/éW ov-Dec survey (n=994) . ] /// : //
Nov-Dec 2013 survey (n=994 305 “ %
7
Dec 2014 survey (n=1,676) %//// f MW/
7 Dec 2014 survey (n=863) 454 | 284
’ s o %
0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%
0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%
'g:gﬂ]‘;’]::vphaﬂgiin"gs:xming or B Maintain the current scale of existing business BConsider expanding existing or @ Maintain the current scale of existing business
® Considering downsizing or withdrawing from existing business @ Still undecided .girr:;?ge:i?\g/ t(;cl:\sl\l/z:iszsing or withdrawing from existing business @ Still undecided
[Note] November-December 2010 survey limited to responses from JETRO members only. 39
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.

Business in China: Business plans

industries.

B The recovery of SME’s plan for expanding business in China is clear in non-manufacturing industries
The percentage of firms reporting that they would “consider expanding existing or starting new business” in China rose from 40.6% last
year to 43.2% this year among manufacturing industries, and from 35.2% last year to 43.9% this year among non-manufacturing

Business plans in China

(large-scale firms, by industry, time-series comparison)

Nov-Dec 2010 survey (n=220)

Jan 2013 survey (n=240)

Manufacturing

Nov-Dec 2013 survey (n=343)

Dec 2014 survey (n=312)

89.5

[

///

//////
/////

s

57

G

Nov-Dec 2010 survey (n=135)

Jan 2013 survey (n=140)

Non-manufacturing

Nov-Dec 2013 survey (n=272)

Dec 2014 survey (n=261)

g 7
3
z/////////

/

B Consider expanding existing or
starting new business

W Considering downsizing or wi

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

B Maintain the current scale of existing business

Still undecided

ing from existing business

[Note] November-December 2010 survey limited to responses from JETRO members only.
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Business plans in China
(SMEs, by industry, time-series comparison)

Manufacturing

Nov-Dec 2010 survey (n=326)

Jan 2013 survey (n=536)

Nov-Dec 2013 survey (n=1,339)

Dec 2014 survey (n=1,074)

Non-manufacturing

Nov-Dec 2010 survey (n=168)

P
o

7

Jan 2013 survey (n=304)

Nov-Dec 2013 survey (n=722)

-/7

Dec 2014 survey (n=602)

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

B Consider expanding existing or @ Maintain the current scale of existing business
starting new business

B Considering downsizing or withdrawing from existing business @ Still undecided
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7. Utilization of free trade agreement (FTA)

- Expectations for trade liberalization, easing of restrictions
on foreign investment in the service sector and more -

41



Utilization of free trade agreement (FTA): Status of FTA utilization in Japan

.

Il 34.8% of Japanese firms use FTAs

The percentage of Japanese firms using FTAs (export/import) was 34.8% (626
respondents). The FTA utilization rate for exports was 29.9% (489). Frequently
used FTAs were those with Thailand (360 respondents, 32.6%) and Indonesia (205,
25.9%), with FTA utilization increasing. By industry, FTAs were used widely in
industries such as general machinery (52, 36.1%), cars (41, 46.1%), and chemicals
(40, 49.4%).

The FTA utilization rate for imports rose to 42.2% (251 respondents). Use of FTAs
in imports from ASEAN countries such as Thailand (149 respondents, 53.2%),
Vietnam (104, 51.7%), and Indonesia (76, 51.7%) increased. By industry, FTAs
were used widely in the food & beverage (22, 50.0%), textiles/clothing (17,
73.9%), and chemical (13, 59.1%) industries.

50

40

30

20

10

0

) The FTA utilization rate in Japan

FY2011 survey FY2012 survey mFY2013 survey mFY2014 survey
42.2

n= n=
1,995 1,797

Utilization of FTAs in exports or imports  Utilization of FTASs in exports Utilization of FTAs in imports

Note: Figures in boxes above indicate numbers of firms engaging in export or import with one or more of the subject countries and regions
(Malaysia, Indonesia, the Philippines, Vietnam, other ASEAN countries, India, Mexico, Chile, Peru [starting in FY2012], and Switzerland).
Although Japan has bilateral FTAs with both Singapore and Brunei, these are included under “other ASEAN.” The population includes respondents
who gave no answer.
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FTA utilization rates by counterparty country
(top: exports; bottom: imports)
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Note: Figures in parentheses () indicate numbers of firms engaging in export or import with the relevant countries.

The population includes respondents who gave no answer.




Utilization of free trade agreement (FTA): Status of FTA utilization outside Japan

B Use of AFTA increases

The most commonly used FTA between third-party countries in Asia was AFTA (used by 127 respondents, for a usage rate of 50.8%), followed by
the ASEAN-China FTA (112, 33.9%), the ASEAN-India FTA (44, 49.4%), and the ASEAN-South Korea FTA (43, 34.1%). By industry, third-

party FTAs were generally well used in autos (28, 68.3%), chemicals (19, 55.9%), and electrical equipment (14, 53.8%).
B Access to information remains issue in third-party FTAs
The largest issue identified with regard to use of third-party FTAs was that time is required to “investigate needed information” (41.1%), while
others frequently cited that there is “less information compared to Japan’s FTAs/EPAs” (23.4%) and “insufficient company structure for using

FTAs” (22.9%).
Utilization rate of third-party FTAs (by FTA) About information when using third-party FTAs
%0 (%) (Multiple answers, %)
0 10 20 30 40 50
0 Considering Using @ Using ‘ ‘ ‘ ‘ ‘
70 A o Takes time to investigate needed 41'1447
37] information o ’
— 37
60 - 17. 1
— Less information compared to
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50 ] 1 1 12.5 =
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95 13.3 .
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6.6 o 7 =by ; bs5.9 actually needed
10 1 : 18.1 19.6 19.3 189 P14 his.2 . .
Information provided not
understandable due to language
0 problem
S .8 ® 8 8B T T T TS E @B RS T E S
< ~ n ~ ~ ™ n T2} N — [=>] o [} © ~ [oe] < < [c) o~ [s2l N V] —
o~ T2 N ~N @ @ — — — — 1 1 1 1 1l 1 1 1 1l 1 11 — - -
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§ 2 §/g 8§ g g ggg s s s sy s S8 S S8 8 8
R I A A I Al B B B L i A m Total (n=214)
w
AFTA ASEAN-China| ASEAN-Korea| ASEAN-India | Thailand-India| ~ASEAN- Thailand- | China-Taiwan Other B Large scale firms (n=123)
Australia-NZ Australia

Notes: Figures in parentheses (') indicate numbers of firms engaging in trade with the relevant countries or regions. The

population includes respondents who gave no answer.
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No answer

BSMEs (n=91)
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Utilization of free trade agreement (FTA): Expectations for FTA negotiations

J

investment in services sector”

B Greatest concern in trade liberalization, while non-manufacturing industries have high expectations for “easing of restrictions on foreign
g gh exp

The most common responses on expectations for FTA negotiations concerned trade in goods: “Improving export competitiveness through partner countries’
tariff cuts” (47.3%) and “reducing purchasing costs through Japan’s tariff cuts” (31.2%). By industry, in addition to these two items, industries such as
chemicals, ceramics/earth & stone, and communication, information and software showed high levels of interest in “stronger protection of intellectual
property rights,” while chemicals, general machinery, electrical equipment, finance & insurance, and professional services were highly interested in
“establishing international rules on standards, regulations” and many non-manufacturing industries were interested in “easing of restrictions on foreign
investment in services sector” and “easing of visa requirements.”

Expectations for FTA negotiations (by firm size)

(Multiple answers, %)
40 50 60

30

Improving export competitiveness

through partner countries' tariff cuts 543

Reducing purchasing costs through
Japan's tariff cuts

Establishing international rules on
standards, regulations, etc.

Stronger protection of intellectual
property rights

Easing of visa requirements

Protection from improper measures (such
as expropriation) by host countries

Easing of restrictions on foreign
investment in services sector

u Total (n=2,995)
Increased opportunities to participate in

government procurement m Large scale firms (n=661)

B SMEs (n=2,334)
Other

No answer

Expectations for FTA negotiations (by industry)

(Multiple answers, %)

T & c < o .
25 | g2 €5 | 58 | g gz | 54
E |E% | 25 |58 E3|£E£| 5 |tszz| S% N
= S 3 e o 53 P oz =3 £€o2 83
st =] S« S 2 £ 5 c e s > E = = 2
° cP8| 5 B 8 S 2 22 = Sc2 g 2 2
g 8g3| 38 | == 2z ! S8 2 833! Eg 5 <
£ |32 s> | 82 | Sy | 58 | £ |38g ot 2
S o S == L3 g e s = S S8 £
z (2= 52 | B5E 85 e 2 |88 52
== 30 =3 ° & @ = 5t =]
£ |28 gz g | % g |58 | 8¢
Es &8~ & u ©
Total 2,995 47.3 31.2) 9.5 14.7 18.3, 15.0: 4.9 18.5 15 29.4
Manufacturing firms 1,707 53.0 313 4.0 14.1 20.6) 13.5 4.4 18.4 17 27.3
Food & beverages 355 49.3) 26.5) 2.8 10.4 16.1 7.9 2.8 16.1 2.3 33.8
Textiles/ clothing 84 44.0 41.7| 3.6 7.1] 20.2| 10.7. 2.4 10.7 0.0 28.6
Wood & wood products/ furniture & building 571 61 386 s8f 211|211 105 53 140 00 246
materials/ paper & pulp
Chemicals 96| 63.5] 39.6) 52 18.8] 30.2| 12.5 5.2 28.1 2.1 20.8
Medical products & cosmetics 67| 55.2 14.9 3.0 6.0 22.4 6.0 1.5 19.4 0.0 34.3
gf:(:fc‘!‘;e”‘"e”'“ products/ plastics/ rubber | 522 326 220 120, 185 8.7 220 120 54/ 250
Ceramics/ earth & stone 38| 47 .4 23.7| 2.6 15.8] 28.9 18.4 2.6 15.8 0.0 23.7
Iron & steel/ non-ferrous metals/ metal products 192 50.5) 35.9 2.6 15.6} 24.0 19.3 3.6 17.7 1.0 27.6
General machinery 165 59.4 30.3 55 15.2] 20.6) 20.6) 4.2 26.1 18 23.6
Electrical equipment 92 56.5 32.6 4.3 20.7| 17.4 12.0 8.7 27.2) 11 17.4
IT equipment/ electronic parts & devices 61] 50.8] 32.8 33 16.4. 16.4, 6.6 6.6 23.0) 0.0 26.2
Cars/ car parls/ other transportation machinery 123 542 358 65 220 163 195 49 163 08 203
Precision equipment 71 47.9 25.4] 2.8 15.5 16.9: 15.5 7.0 16.9 5.6 36.6
Other manufacturing 214 49.5) 30.8 4.7 11.7 26.2) 16.8 6.5 16.4 1.4 27.1
Non-manufacturing 1,288 39.7| 31.0 16.8; 15.5 15.3 16.9: 5.7 18.7 13 32.1
Trade and wholesale 613 49.9 40.8 7.8 12.2 11.3 11.6 3.8 16.2 1.5 27.2
Retail 104 36.5) 413 12.5 15.4 14.4 13.5 2.9 15.4. 19 29.8
Construction 75 30.7 22.7 25.3 30.7 17.3 33.3 12.0] 22.7 1.3 28.0
Transport 37, 37.8 18.9] 29.7| 18.9 2.7 10.8: 0.0 27.0) 5.4 35.1
Finance & insurance 87| 37.9 19.5 39.1 115 19.5 20.7 5.7 27.6 0.0 40.2
Communiction, information & software 83 19.3 15.7 26.5] 6.0 33.7] 20.5] 8.4 12.0. 0.0 44.6
Professional services 101 21.7 12.9 28.7 26.7 25.7 21.8 13.9) 29.7 1.0 37.6
Other non-manufacturing 188 28.2] 20.7| 21.8 19.7 14.9] 25.0) 6.4 18.6! 11 38.3
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Note: Items with response rates of 20% or higher are outlined in red.
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8. Utilization of human resources in global
business

- 60.4% of large scale firms recruit foreign students, as
opposed to only 43.2% of SMEs-
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Human resources strategies aimed at overseas business development

B Focus on utilization of foreign employees together with training Japanese employees as global human resources, and at SMEs on recruitment human
resources who can offer immediate contribution

Regarding human resources strategies aimed at overseas business development, “fostering current Japanese employees to work effectively on the globalization of
business” marked the highest at 45.1%, followed by “recruitment and promotion of foreign employees” (23.1%) and “mid-career recruitment of Japanese employees
with deep knowledge of overseas business” (22.3%). Higher percentages of SMEs than large-scale firms cited each of the strategies of “recruitment and promotion
of foreign employees” (23.8%), “mid-career recruitment of Japanese employees with deep knowledge of overseas business” (23.8%), and “hiring of Japanese senior
human resources (aged 60 and above) highly familiar with overseas business” (6.7%), indicating a focus on hiring human resources who can contribute immediately
upon hiring.

B Gap between large-scale firms and SMEs on efforts toward training Japanese employees as global human resources

The effort made most commonly by firms to train Japanese employees as global human resources was “enhancing English-language training in Japan” (21.4%),
employed by roughly one-half of large-scale firms. On the other hand, while only 17.1% of large-scale firms reported “no specific efforts implemented,” this figure
rose to 49.0% among SMEs, indicating that 49% of SMEs were making few specific efforts to train Japanese employees as global human resources.

Human resources strategies aimed at overseas business Efforts toward training Japanese employees as global human

development (by firm size) (%) resources (by firm size/by industry)  uripte answers, %)
0 10 20 30 40 50 60 70 80

0 5 10 15 20 25 30 35 40 45 50

Fostering current
Japanese employees to
work effectively on
the globalization of
business

Enhancing English-language training in Japan
68.7

Conducting on-the-job training

Sending young employees to overseas subsidiaries or other

Recruitment and N y N h
organizations for fixed periods as trainees

promotion of foreign
employees

Conducting training on international business in Japan.

Mid-career
recruitment of
Japanese employees
with deep knowledge
of overseas business

Creating opportunities for contact with foreign languages in
business, such as holding meetings in English

Enhancing training on languages other than English
Hiring of Japanese
senior human
resources (aged 60
and above) highly
familiar with overseas

Conducting joint training with employees of group member
companies overseas

business mTotal (1=2,995) Sending employees to study language at overseas universities
or other institutions
@ Large scale firms (n=661)
Other Dispatching employees to overseas graduate schools (e.g.,
SMEs (n=2,334) MBA programs)
No specific efforts implemented
112
No answer Other
131
m Total m Large scale firms @SMEs
(n=2,995) (n=661) (n=2,334)  No answer

[Notes] Totals above include some firms that provided multiple answers.
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[ Hiring of foreign employees

B Roughly 40% of firms hire foreign employees

large-scale firms (76.1%) and SMEs (50.3%).

The response rate of “currently hiring foreign employees” was 42.2%, with that of large scale firms reaching 70.3%. Although the rate of
SMEs remained as low as 34.2%, they showed interests in recruitment of foreign employees, as can be seen in the percentage of those
responding “not currently hiring foreign employees but expecting to consider recruitment of it” (23.8%).

Alook at the employment status of foreign employees at the firms employing them, by position, shows that the highest percentage of
59.8% reported “general administrative staff includes one or more foreign employees”. This figure was more than one-half among both

Hiring of foreign employees

Currently hiring
foreign
employees

70.3

Not currently
hiring foreign
employees but

expecting to
consider
recruitment of it

m Total (n=2,995)
I Large scale firms (n=661)

SMES (n=2,334)

Not currently
hiring foreign
nationals and not
planning to

[Notes] Totals above include partial answers.

Copyright (C) 2015 JETRO. All rights reserved.

Employment status of foreign employees
(by position)

(Multiple answers, %)
0 10 20 30 40 50 70 80

Directors include
one or more
foreign
employees

10.3 mTotal (n=1,263)
9.0 m Large scale firms (n=465)

Management at SMEs (n=798)
division/departm
ent manager
level includes
one or more
foreign
employees

Engineers
include one or
more foreign

employees W

General
administrative
staff includes one
or more foreign
employees

761

General plant
staff includes one
or more foreign
employees

[Notes] Totals above are restricted to firms that reported hiring foreign nationals.
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Methods of hiring foreign employees

doing so

B While more than 60% of large-scale firms said they hired foreign students studying in Japan, only a little more than 40% of SMEs reported

Among firms that reported that they were “currently hiring foreign employees” or “expecting to consider recruitment of foreign employees,” the highest
percentage of 48.0% reported that they were hiring (or expecting to consider recruitment ) foreign students studying in Japan. Meanwhile, there is a gap
between large scale firms (60.4%) and SMEs (43.2%) concerning the recruitment of foreign students studying in Japan.

While the most commonly used hiring method among large-scale firms was “openings announced by head office in Japan,” among SMEs many respondents
used employees’ personal networks or the services of local governments or other public agencies.

Hiring of foreign employees (by firm size) (Multiple answers, %)
0 10 20 30 40 50 60 70

Hiring foreign students studying in Japan

Hiring foreign nationals
(not including foreign students studying
in Japan) in Japan

Hiring foreign nationals resident overseas

m Total (n=1,905)
m Large scale firms (n=538)
SMEs (n=1,367)

[Note] Responses totaled only for firms that reported that they were hiring or planned to consider hiring foreign
nationals and answered this question.
Methods of hiring foreign employees (not including international students) in Japan (by firm size)
(

Multiple answers, %)
o 10 20 30 40 50 60 70 80 %

Openings announced by
head office in Japan

67.1

University career centers/
professor recommendations

Use of private-sector recruiting
firms

Personal networks of head office
employees (Japan)

Openings announced by overseas
subsidiaries

Recommendations by partner m Total (n=774)

companies overseas

@ Large scale firms (n=228)

Use of support systems of

local governments 137

SMES (n=546)

Use of support systems of public
agencies
other than local governments

Other

[Note] Responses totaled only for firms that reported that they were hiring or planned to consider hiring foreign
nationals other than international students in Japan from abroad.
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Methods of hiring foreign students studying in Japan (by firm size)
0

10 20 30 40 50 60

Openings announced by head office in Japan

University career centers/professor
recommendations

Use of private-sector recruiting firms

Personal networks of
head office employees (Japan)

Openings announced by overseas subsidiaries
= Total

(n=915)

Recommendations by

partner companies overseas @ Large scale firms

(n=325)

a =!
Use of support systems of local governments @SMEs (n=590)

Use of support systems of public agencies
other than local governments

é7

(Multiple answers, %)
70 80 90

[Note] Responses totaled only for firrﬁs that reported that they were hiring or planned to consider hiring
international students in Japan from abroad.
Methods of hiring employees foreign resident overseas (by firm size

o 20 40 60 80

(Mulzple answers, %)

100

Openings announced by head office in Japan

University career centers/
professor recommendations  ?

Use of private-sector recruiting firms

Personal networks of head
office employees (Japan)

Openings announced by overseas subsidiaries

Recommendations by partner companies overseas
| Total (n=659)

Use of support systems of local governments
m Large scale firms
. . (n=192)

Use of support systems of public agencies other

than local governments B SMEs (n=467)

Other

[Note] Responses totaled only for firms that reported that they were hiring or planned to consider hiring
foreign nationals resident overseas.
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Benefits of/issues in hiring and employing foreign employees

.

B Firms hiring or considering hiring foreign employees saw expanded sales channels, improved international negotiating ability, and improved
communication ability among Japanese employees as benefits from such hiring

Among firms that reported that they were hiring/employing foreign employees or considering doing so, together with “expanded sales channels” (41.0%) and
“improved international negotiating ability” (39.7%), many firms recognized related benefits in improving the communication abilities of Japanese
employees, for example through “improved language ability” (31.4%) and “lowering psychological barriers among Japanese employees in communication
with foreign nationals” (27.9%). By firm size, more large-scale firms (36.0%) than SMEs cited “strategic preparation for localization of management,” while
more SMEs (44.0%) than large-scale firms cited “expanded sales channels.”

B “Difficulty of sharing organizational vision” issue in hiring and employing foreign employees

Frequently cited issues in hiring/employing foreign employees were “difficulty of sharing organizational vision” (18.5%), “numerous obstacles to
communication with Japanese employees” (17.1%), and “high turnover rates since many foreign employees hope to return to their home countries or change
employers in the future” (17.0%). By firm size, more SMEs than large-scale firms cited “lack of understanding of methods of recruiting foreign employees”
(8.6%) and “difficulty of procedures in Japan for working visas.” (12.7%).

Benefits of hiring/employing foreign employees (by firm size) Issues in hiring/employing foreign employees (by firm size) o

Multiple answers, %
( 40p 5(}

Q 19 29 39 0 5 10 15 20 25

Expanded sales channels Difficulty of sharing organizational
4.0 vision
Improved international negotiating ability Numerous obstacles to communication
with Japanese employees
High turnover rates since many foreign
employees hope to return to their home

Improved language ability
countries or change employers in the... [

Lack of understanding of methods of
treatment and HR management of
foreign employees

Strategic preparation for localization of
management

Unclear financial effects
(improvements in sales, business
performance, etc.)

Lowering psychological barriers among
Japanese employees in communication
with foreign nationals

Difficulty of visa procedures in Japan

Increased motivation anong Japanese
for working visas etc.

employees

mTotal (n=2,995)

Lack of understanding of methods of

Financial effects (sales, business
recruiting foreign employees

performance, etc.) m Large scale firms

(n=661)
SMEs (n=2,334)

Contributions to development of new m Total (n=1,913) No (or few) responses to recruitment
products efforts
@ Large scale firms
(n=539) Employees of same nationality stick
Improved problem-solving ability | B SMEs (n=1,374) ploY together Y

Other Other

[Note] Responses totaled only for firms that reported that they were hiring or planned to
consider hiring foreign nationals and answered this question.
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