JETRO

Japan External Trade Organization

FYZ2017 Survey on the International

Operations of Japanese Firms
- JETRO Overseas Business Survey -

March 7, 2018
Japan External Trade Organization
(JETRO)

Overseas Research Department



[

Table of contents }

1. International trade and overseas expansion 9

- Motivation to expand exports remains high, though showing signs of leveling off. Domestic
business expansioh exceeds 60%o for first time -

2. Overseas expansion (bv countrv and reaion) 16

- Motivation to expand business in Vietnam shows growth for third consecutive year, currently
ranking second after China -

3. Business plans in China 22
- Signs of business expansion in China for large-scale firms -

4. Business environment in each country 26

- Brexit seen as concern in Europe, while policies of new US administration seen as risk factors in
various countries -

5. Utilization of digital technology 30

- 10T most influential digital technology for large-scale firms, EC for SMEs. EC most widely used
for overseas business -

6. Utilization of free trade agreements (FTAS) 39
- Among firms that export to EU, 52.1% are considering using Japan-EU EPA -

7. Utilization of foreign personnel 44
- About half of firms employ foreign employees, and the growing need for foreign executives is
expected in the mid- to long-term -

8. Supply chain-related policies on labor, safety and health, and environment 49
- Attitude varies significantly depending on firm size -

Copyright (C) 2018 JETRO. All rights reserved.



Profile of respondent firms

L 3)

J
Survey outline Profile of respondent firms
1. Survey targets -
y 9 . L . . No. of firms{ Share (%)
A total of 9,981 firms (headquarters) with interest in overseas business. The :
FY2017 survey covered 3,437 JETRO member firms plus 6,544 firms using | [All respondent firms 3195 1000
JETRO services. Manufacturing 1,748 54.7
*This survey has been conducted annually since FY2002, directed only at Food & beverages 446 14.0
JETRO member firms and this year marked its 16th edition. From FY2011, Textiles/clothing 105 33
JETRO has expanded the number of subject firms. Wood & woods products/furniture & building materials/paper & pulp 57 18
2. Survey topics Chemicals 9% 3.0
. Firm Profile 24 ed.'lf' pmdlum ; Czsme;mls ics/rubber prod 573(3) ﬁ;
. . 0a etroleum products/plastics/rubber products .
Il. International Trade and Overseas Expansion P B P b
) . ) ] . Ceramics/earth & stone 35 11
I1l. - Business Environment in Major Countries Iron & steel/non-ferrous metals/metal products 176 55
IV. Utilization of Free Trade Agreements (FTAS) General machinery 158 49
V. Utilization of Foreign Personnel Electrical equipment 89 28
A . IT equipment/electronic parts & devices 63 2.0
VI. Utilization of Digital Technology qup parb & .
. o Cars/car parts/other transportation machinery 98 31
VIL. (E:SR_ and Sutpply Chain-related Policies on Labor, Safety and Health, and Precision equipment 61 19
_nwronmen Other manufacturing 202 6.3
3. Period Non-manufacturing 1,447 453
November 17, 2017 to January 5, 2018 Trade and wholesale 681 213
. . . . Construction 110 3.4
Number of valid replies: 3,195 (of which 1,256 are JETRO member firms) Transport = 24
Response rate: 32.0% Finance & insurance 72 2.3
. ] Communication, information & software 97 30
Definitions of large-scale firms, SMEs, etc. Professional services 8l 25
Manufacturing and other Wholesale Retail Service Other non_manufacturing 207 6.5
Large-scale firms Firms other than SMEs Firms other than SMEs Firms other than SMEs Firms other than SMEs Large'scale firms 604 18.9
La!ge-s.cale fim}s Large-scale firms other than Large-scale firms other than Large-scale firms other than Large-scale firms other than Large'scale firms (eXCIUding Ieading medium_SiZEd firms) 140 4.4
;leﬁliuu?:sgizajlf?rzs) leading medium-sized firms leading medium-sized firms leading medium-sized firms leading medium-sized firms Leading mediUm-SiZed firms 464 145
di di ized More than 300 million but less M ore than 100 million but less More than 50 million but less than |More than 50 million but less than Small and medium-sized entel’prises (SMES) 2591 81.1
I;ea ing mecium-size than 1 billion yen, or more than than 300 million yen, or more than (300 million yen, or more than 50  |300 million yen, or more than 100 T T - -
rms 300 but less than 3000 employees [[100 but less than 1000 employees [but less than 1000 employees but less than 1000 employees SMEs (eXClUdmg m|CrO'bUS|nesseS) 1,046 32.7
Small ar.1d medium-sized  |300 million yen or less, or 300 100 million yen or less, or 100 50 million yen or less, or 50 50 million yen or less, or 100 Micro-businesses 1,545 48.4
entse:;lls::;i]Me;lsj)m»Sind employees or less employees or less employees or less employees or less FirmS Wlth eXport OperationS 2’310 723
enterprises (excluding |SMEs other than micro-businesses [|SM Es other than micro-businesses [ SM Es other than micro-businesses | SMEs other than micro-businesses Firms WIth overseas baseS 1 501 47 0
micro-businesses) d .
Micro-businesses 50 million yen or less, or 20 10 million yen or less, or 5 10 million yen or less, or 5 10 million yen or less, or 5 Domestic firms 329 10.3

employees or less

lemployees or less

employees or less

employees or less

Note: The larger categories of "large-scale firms" and "SM Es" are based on the Small and Medium-sized Enterprise Basic Act. The others have been defined by JETRO.

Note:

"Domestic firms" are firms that do not conduct business overseas.
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Profile of respondent firms

Export destinations

operations excluding firms currently importing. 3) "Not currently exporting” refers to firms other than firms with
export operations and firms with no answer.

Firms with export operations (total, by industry, by firm size) %) Export destinations of exporting firms
Sy Not No 0.0 20‘10 49.0 (Multiple answers, %) 1 o
. currently ‘
exporting Eﬁifi;ts exporting answer China 50.1
All respondent firms (n=3,195) 72.3 26.4 27.2 05 Taiwan 523
Manufacturing (n=1,748) 84.8 32.0 14.8 0.3 US a4
Food & beverages (n=446) 85.4 59.4 14.1 0.4
Textiles/clothing (n=105) 77.1 28.6 22.9 0.0 Thailand 44.9
Wood & wood products/furniture & building materials/paper 772 246 211 18 Hong Kong w1
& pulp (n=57)
Chemicals (n=95) 89.5 14.7 9.5 1.1 Korea 435
Medical products & cosmetics (n=70) 91.4 31.4 8.6 0.0 Singapore 394
Coal and petroleum products/plastics/rubber products (n=93) 817 17.2 17.2 1.1
Vietnam 359
Ceramics/earth & stone (n=35) 94.3 42.9 5.7 0.0 | Westem Europe %50
Iron & steel/non-ferrous metals/metal products (n=176) 75.6 21.0 24.4 0.0 | (excluding UK) :
General machinery (n=158) 94.9 25.9 4.4 0.6 Malaysia 33.7
Electrical equipment (n=89) 88.8 18.0 11.2 0.0 Indonesia 20
IT equipment/electronic parts & devices (n=63) 81.0 14.3 19.0 0.0
Cars/car parts/other transportation machinery (n=98) 83.7 19.4 16.3 0.0 Philippines 25.6
Precision equipment (n=61) 91.8 18.0 8.2 0.0 India 30
Other manufacturing (n=202) 83.2 24.8 16.8 0.0
Non-manufacturing (n=1,447) 57.2 19.7 421 0.8 Australia 2238
Trade and wholesale (n=681) 79.9 21.0 19.8 0.3 UK 22
Retail (n=123) 59.3 30.1 38.2 24
Construction (n=110) 445 20.0 54.5 0.9 Canada 19.1
Transport (n=76) 30.3 9.2 68.4 1.3| Ccentral-Eastem 169
Finance & insurance (n=72) 0.0 0.0 100.0 0.0 Europe
Communication, information & software (n=97) 340 206 64.9 1.0 Mexico 155
Professional services (n=81) 30.9 13.6 69.1 0.0 Russia & CIS 153
Other non-manufacturing (n=207) 38.6 21.7 59.9 14 )
Large-scale firms (n=604) 69.0, 10.8 308, 02 Brazil 140
Large-scale firms Turke 116
(excluding leading medium-sized firms) (n=140) 0.7 93 28.6 0.7 ’
Leading medium-sized firms (n=464) 68.5 11.2 315 0.0 Myanmar 10.9
Small and medium-sized enterprises (SMEs) (n=2,591) 73.1 30.1 26.3 0.6 South Africa 8.9
SMEs (excluding micro-businesses) (n=1,046) 74.0 20.1 25.6 0.4
Micro-businesses (n=1,545) 724 368 26.8 0.8 Bangladesh 8.7
Notes: 1) Exports include indirect exporting through other firms. 2) "Exports only" refers to firms with export Cambodia 87 Number of firms currently exporting: n=2,310
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Profile of respondent firms

Profile of respondent firms (status of overseas expansion)

Firms with overseas bases (total, by industry, by firm size) County and region of overseas bases

(%) (Multiple answers, %)
With Without No 0.0 20.0 40.0 ' 60.0
overseas | overseas ‘ ‘ ‘
bases bases answer China
Total (n=3,195) . 47.0 52.5 0.5 Thalland
Manufacturing (n=1,748) 49.0 50.6 0.3
Food & beverages (n=446) 21.5 78.0 0.4 us
Textiles/clothing (n=105) 48.6 51.4 0.0 Vietnam
Wood & wood products/furniture & building materials/paper & 351 63.2 18 Taiwan
pulp (n=57)
Chemicals (n=95) 64.2 34.7 1.1 Singapore
Medical products & cosmetics (n=70) 51.4 48.6 0.0 Indonesia
Coal & petroleum products/plastics/rubber products (n=93) 61.3 37.6 11
Ceramics/earth & stone (n=35) 54.3 457 0.0 Hong Kong
Iron & steel/non-ferrous metals/metal products (n=176) 58.0 42.0 0.0 Korea
General machinery (n=158) 58.9 40.5 0.6 Western Europe
Electrical equipment (n=89) 60.7 39.3 0.0/ (@xcluding UK)
IT equipment/electronic parts & devices (n=63) 66.7 33.3 0.0 Malaysia
Cars/car parts/other transportation machinery (n=98) 77.6 22.4 0.0 India
Precision equipment (n=61) 73.8 26.2 0.0 Philippines
Other manufacturing (n=202) 52.0 48.0 0.0
Non-manufacturing (n=1,447) 445 54.7 0.8 Mexico
Trade and wholesale (n=681) 45.4 54.3 0.3 UK
Retail (n=123) 325 65.0 2.4 Brazil
Construction (n=110) 56.4 42.7 0.9
Transport (n=76) 55.3 43.4 1.3 Australia
Finance & insurance (n=72) 52.8 47.2 0.0 Myanmar
Communication, information & software (n=97) 39.2 59.8 1.0 Central-Eastern
Professional services (n=81) 457 54.3 0.0 Europe
Other non-manufacturing (n=207) 37.7 60.9 1.4 Canada
Large-scale firms (n=604) 81.3 18.5 0.2 Russia & CIS
Large-scale firms
(excluding leading medium-sized firms) (n=140) 92.9 64 07 Cambodia 39
Leading medium-sized firms (n=464) 77.8 22.2 0.0 Turkey 36
Small and medium-sized enterprises (SMEs) (n=2,591) 39.0 60.4 0.6 )
SMEs (excluding micro-businesses) (n=1,046) 50.9 48.8 0.4 South Africa 30 Number of firms currently having overseas bases: n=1,501
Micro-businesses (n=1,545) 30.9 68.3 0.8 Bangladesh 25

Note: Agencies are not included in overseas bases. ] ]
Copyright (C) 2018 JETRO. All rights reserved.



Profile of respondent firms q
p

When respondent firms started overseas business

.

The largest number of respondent firms started overseas business (exports, imports, and overseas expansion) in 1999
or before,” constituting almost half of the total respondent firms (48.6%). By firm size, 76.3% of large-scale firms
started overseas business in “1999 or before,” while the answers of SMEs were spread across a couple of time
periods, such as 1999 or before (41.8%), 2013 or later (25.1%), and 2000-2008 (16.7%).

When respondents started overseas business When respondents started overseas business
(total, by firm size) 0 (total, by industry) %)
0.0 20.0 40.0 60.0 80.0 100.0 0.0 20.0 40.0 60.0 80.0 100.0
48.6 48.6
o J429

15.3 15.3

15.2
155

2000 - 2008 2000 - 2008

16.7

9.9 9.9

9.1
1

2009 - 2012 2009 - 2012

1113

213

2013 or later 2013 or later

1251

W Total (n=2,754)
O Manufacturing (n=1,604)

m Total (n=2,754)
O Large-scale firms (n=541)
B SMEs (n=2,213)

No answer No answer

@ Non-manufacturing (n=1,150)

Note: The population size is the number of firms exporting, importing, or expanding overseas (with overseas bases) out of all

. Note: Thy lation size is the number of firm: rting, importing, or ndin r ith over f all
respondent firmes. ote: The population size is the number of firms exporting, importing, or expanding overseas (with overseas bases) out of a

respondent firms.
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Profile of respondent firms: Impact of overseas business

More than 60% say overseas business has a positive impact on sales

Improved/increased: Impact of overseas business gtotal: n=2,617)
65.2% 20.0 40.0 60. 80.0

100.0(%)

Asked about the operational impact of overseas

. .. . Sall
business (limited to exports and overseas expansion), aes
65.2% of respondent firms say it has “greatly Finmiproductimage 10,71
improved/increased” or “improved/increased” their | Saesmarketing capabilities K]
sales. Irrespective of firm size, the largest number of | g form (ool a20]E A s
respondents point out its impact on sales (75.7% for | Prodseee poduction [ 5Jrape e 182 115]]

. 0.8 0.
large-scale firms and 62.4% for SMES). In CONtrast, |  wogcenice ity [sol= ol = 0
113 : 29 0.0
domestic employee count” was chosen by the largest DesignReD capabiliies [32 ]z 2 @ @
number of respondents (61.8%) as “no change”. 05/10.0
Domestic employee count| 2.2 [ 22.1 ] .

DO Greatly improved/increased OImproved/increased B No change
B Aggravated/decreased DO Greatly aggravated/decreased ONo answer
[ Improved/increased: | Impact of overseas business (large-scale firms: n=538) [ 'mprOVgg/Z;/"‘feasedi Impact of overseas business (SMEs: n=2,079)
4%
0
75.7% (%) @)
0.0 10.0 300 400 500 60.0 700 80.0 90.0 100.C 0.0 20 40.0 60.0 80.0 100.0
Sales 21.4 [ Ty s 175 15.2 Sales Y114 B 29.5 - [/]5.2
25]0.4]
Firm/product image [ [3.6] Firm/product image 1 10.1 [T | 9.0]
0 0]
Sales/marketing Sales/marketing T
capabilities I 8 capabilities @l
Product/service assortment Product/service assortment T
& merchandising & merchandising @ T &lm

Product/service production

Product/service production I:.;.;.;.; m
capacity capacity sof ﬁﬁ =
Product/service quality | 6.7 [:iiniiinii] 37,7 [Finnniint] {94 Product/service quality [4.6 [ 29.3 oo . AL 10.5]

Lo [ 2137

Domestic employee count

OGreatly improved/increased ~ BlImproved/increased 8 No change O Greatly improved/increased O Improved/increased ® No change
B Aggravated/decreased Greatly aggravated/decreased O No answer 8 Aggravated/decreased B Greatly aggravated/decreased O No answer

Note: The population size is the number of firms exporting or expanding overseas (with overseas bases). Copyright (C) 2018 JETRO. All rights reserved.



Profile of respondent firms: Impact of overseas business (By the time period when respondents firms started overseas busines9

Early starters observe greater impact on sales

Impact of overseas business: Sales (total) Impact of overseas business: Firm/product image (total)

(%)
0.0 20.0 40.0 60.0 80.0 100.0

0.0 20.0 40.0 60.0 80.0

1999 or
before 19%3:{;;;‘)"e [126] | [ass]
(n=1279)
2000-2008 [ 2000-2008 —
(n=304) 112] |: n=s0s)  1209] B Tas 2]

2009-2012 2009-2012
(n=256) 86]

(n=256)
20(1r]3:%r6 I;)ter 21 20(1r?:c;r6 I;)ter
1.4
O Greatly improved/increased O Improved/increased B Greatly improved/increased @ Improved/increased
B No change @ Aggravated/decreased B No change Aggravated/decreased
U Greatly aggravated/decreased O No answer = Greatly aggravated/decreased O No answer

Impact of overseas business: Sales/marketing capabilities (total) Impact of overseas business: Product/service assortment &

0 merchandising (total 0
0.0 20.0 40.0 60.0 80.0 (A))lOO.O 0.0 20.0 40.0 g (60.0 ) 80.0 (/0) 100.0
1999 or before B RRE I 1999 or before
8.4 . 33.1 i(8.1
(n=1279) - SR - (n=1279) 353 /
. 0.3

39.1 / 2000-2008

=394 - - .
m (n )

2000-2008 .
(n=394) | :

2009-2012
(n=256) -a /I
2013 or later
_ 42.6 2013 or later (o
(=563 — @
0.4 (n=563) A v
OGreatly improved/increased O Improved/increased - - - il
OGreatly improved/increased B Improved/increased
:g?eZF I?/nggegravated/dec reased g Sggar:;l;teerd fecteases ® No change Aggravated/decreased
B Greatly aggravated/decreased ONo answer

Note: No “greatly aggravated/decreased” answer was given to “firm/product image,” “sales/marketing capabilities,” and “product/service assortment & merchandising.”
Copyright (C) 2018 JETRO. All rights reserved.



1. International trade and overseas expansion

- Motivation to expand exports remains high, though showing signs of
leveling off. Domestic business expansion exceeds 60% for first time -




International trade and overseas expansion: Policy on exports for the future
4

70% plan to expand exports, though showing signs of leveling off

Policy on exports for the future (total)

Regarding export policies over the next three years or Fraot

so, the percentage of firms “planning to further | w2s® ' ' il
. FY2012
expand exports” has slightly decreased to 67.8%. survey |
. .. . L. (n=1,686)
While remaining at a high level, this is the second FYans
consecutive year it has decreased, indicating it isina | 2%

FY2014

lull. An increasing number of firms, in particular it
SMEs, are maintaining their current status, affected o

(n=2,462)
by factors such as a lack of personnel necessary for Evo01s
. . . . . survey
business expansion. By firm size, large-scale firms (2,609
H H H FY2017
expanding exports maintain the trend from last year survey Expand operations | e7s
. ) (n=2,960) ; "Hh
(74.5%), while SMEs show a slight decrease from last o 0 2 " 0 ” % i % w10
year (66 . 4%) . O Further expand operations O Intend to begin exports B Maintain the current scale )
B Consider downscaling or ceasing O No plan to export in future
Policy on exports for the future (large-scale firms) Policy on exports for the future (SMEs)
FY2011 s FY2011
survey 62.4 41 survey
(n=444) S (n=2,071)
FY2012 FY2012
survey 73.9 survey
(n=376) (n=1,310)
FY2013 FY2013
survey 775 survey
(n=528) (n=2,434)
FY2014 FY2014
survey 75.3 survey
(n=489) (n=1,955)
FY2015 FY2015
survey 81.8 survey
(n=444) (n=2,018)
FY2016 g N FY2016
survey 74.6 18.3 [ 0.6 1! survey 69.1
(n=492) 33 (n=2,111)
FY2017 ] 09l FY2017 .
survey Expand operations 45 14.0 16.3 i survey Expand operations
(n:455) : = . - : : : B 44 (n=2,235) .
0 10 20 30 40 50 60 70 80 90 100 0 10 20 30 40 50 60 70 80 90 0100
@ Further expand operations O Intend to begin exports ® Maintain the current scale ) B Further expand operations Olntend to begin exports B Maintain the current scale )
Consider downscaling or ceasing @ No plan to export in future Consider downscaling or ceasing ONo plan to export in future

Note: The population size is the total number of respondent firms, excluding firms answering ) )
“No international trade for the operations (item created in FY2012)” and “No answer” Copyright (C) 2018 JETRO. All rights reserved.



International trade and overseas expansion: Policy on exports for the future (by industry)

Ve

Non-manufacturing sectors tend to maintain the current export scale

11

Retail and general machinery are more motivated to export, while non-manufacturing sectors (e.g., trade and
wholesale) increasingly tend to maintain the current export scale.

Policy on exports for the future (by industry)

(%)
Conducting export Not conducting export Conducting export Conducting export Neither conducting export
R S ———— TS R operations nowand operations now, but operations now nor
No. of . pe_ . pe S maintaining the current | considering downscaling or intending to export in
. intending to expandthem | intending to begin exports .
firms scale ceasing future
FY16— FY16— FY16— FY16— FY16—
FY17 FY17 FY17 FY17 FY17

Total 2,690 67.8 A23 11.6 A0.2 14.1 +25 0.8 A0.1 5.8 +0.2

Manufacturing 1,664 725 A0.8 8.4 A0.4 13.8 +0.6 0.6 A0.2 4.8 +0.8

Food & beverages 428 75.5 A0.6 9.8 A40 10.5 +45 0.5 AO.1 3.7 +0.1

Textiles/clothing 99 64.6 +0.8 16.2 +0.2 12.1 +15 0.0 A21 7.1 A04

Wood_& wood products/furniture & building 54 63.0 4137 16.7 +6.7 13.0 +63 19 +02 5.6 +06
materials/paper & pulp 5 i &

Chemicals 91 80.2 +1.6 2.2 Al2 121 45.9 2.2 +2.2 33 +33

Medical products & cosmetics 68 89.7 +3.3 7.4 +5.7 2.9 AD: 0.0 +0.0 0.0 A34

Coal & petroleum products/plastics/rubber products a8 60.2 +02 114 47 205 aEr 11 +00 68 +13

Ceramics/earth & stone 32 75.0 49.0 0.0 A4.0 21.9 +21.9 0.0 +0.0 31 A0.9

Iron & steel/non-ferrous metals/metal products 163 62.0 ALG 86 AL3 172 220 06 206 117 +55

General machinery 153 83.0 +6.0 2.6 A2.4 13.7 +15 0.0 A22 0.7 A2.9

Electrical equipment 85 76.5 A5.4 47 A0.6 141 +24 0.0 +0.0 47 +3.6
IT equipment/electronic parts & devices = & &

aup P 59 610 | 4155 19| +99 203| +66 17, +17 51 428

Cars/car parts/other transportation machinery i i 5

95 60.0 +19 6.3 +25 274 46.9 0.0 A19 6.3 +4.4

Precision equipment 59 81.4 +3.1 34 A2.4 13.6 A0.9 0.0 +0.0 1.7 +0.2

Other manufacturing 190 73.7 A25 9.5 A0.3 10, + 1 11 +1.1 5.3 A0.1

Non-manufacturing 1,026 60.2 A49 16.9 +0.1 145 + 5.6 1.1 +0.1 7.3 A0.8

Trade and wholesale 616 OO As 10.4 +1.2 13.6 +6.2 0.6 A03 5.4 A09

Retail 101 56.4 +10.7 20.8 410.64 12.9 +4.3 3.0 A13 6.9 A31

Construction 75 40.0 +0.0 25.3 +7.2 22.7 + 6.3 13 A0.5 o 4130

Transport 20 55.0 418.1 10.0 AlS 25.0 +13.5 5.0 +5.0 5.0 +12

Communication, information & software 56 41.1 +0.1 39.3 +4.9 8.9 A4.2 0.0 + 0.0 10.7 A0.8

Professional services 34 41.2 “A13T 23.5 A2.3 29.4 +19.7 0.0 +0.0 5.9 A38

Other non-manufacturing 120 433 A44 30.8 A46 12.5 + 1.7 17 +1.7 11.7 +5.5

Notes: 1) Yellow-highlighted cells with a bold number indicate sectors with an increase of 5% or more from FY2016 and blue-highlighted cells with an italicized number indicate sectors with a decrease of 5%
or more from FY2016. 2) The table only shows the industries where the number of respondent firms is 10 or more.

Copyright (C) 2018 JETRO. All rights reserved.



International trade and overseas expansion: Future overseas expansion policy

[ A majority of firms are motivated to expand business overseas

Regarding overseas (direct investment) expansion policies
over the next three years or so, the ratio of firms
“planning to expand overseas business,” while remaining
over half, has slightly decreased to 57.1% from 61.4% the
previous year. Increasing wages and production costs as
well as labor shortages overseas have been indicated as
reasons for this decline. By firm size, 61.6% of large-scale
firms and 56.1% of SMEs plan to expand business
overseas. Sectors more motivated to expand include
medical products & cosmetics (75.0%), ceramics/earth &
stone (73.5%), textiles/clothing (72.5%), and chemicals
(66.3%).

Future overseas expansion policy (large-scale firms)

FY2011 survey
(n=461)

FY2012 survey
(n=506)

FY2013 survey
(n=662)

FY2014 survey
(n=643)

FY2015 survey

(n=597) 682

FY2016 survey

(n=629) 674

FY2017 survey

(n=504) Expand operations

0 10 20 30 40 50

B Expand operations O Maintain the current e B Considering

or ceasing i Noi overseas 0 Other

Future overseas expansion policy (total)

FY2011 survey
(n=2,632)
FY2012 survey
(n=1,843)

FY2013 survey
(1=3.222)

FY2014 survey
(n=2,808)
FY2015 survey
(n=2,618)
FY2016 survey
(n=2,937)

FY2017 survey
(n=3,111)

P ///////

BExpand operations ©Maintain the current scale

FY2011
survey
(n=2,171)
FY2012
survey
(n=1,337)
FY2013

survey
(n=2,560)

FY2014
survey
(n=2,165)

FY2015
survey
(n=2,021)
FY2016

survey
(n=2,308)

FY2017
survey
(n=2,517)

) Expand operations
10 20 30

EExpand operations @ Maintain the current scale

40

m Considering downscaling or ceasing operations

Future overseas expansion policy (SMES)

Expand operations 56.1

0 10 20 30 40 50 60 70 80 90 100

= Considering downscaling or ceasing operations No investment overseas & Other

Notes: 1) The population size is the total number of respondent firms, excluding firms answering “no answer”. 2) Since the FY2013 survey, “expand operations” has included respondents reporting that
they currently have overseas bases and are planning to expand them further in the future and those reporting that they currently have no overseas bases but intend to invest in the future. 3) The reason why

we see an increase of “no plan to expand overseas in the future” in FY2017 can be attributed to a decrease of the ratio of firms with overseas bases out of this survey respondent (from 52.5% in FY2016 to

47.0% in FY2017).

Copyright (C) 2018 JETRO. All rights reserved.



International trade and overseas expansion: Policy on domestic business for the future

Vs

Domestic business expansion exceeds 60% for first time

Regarding domestic business expansion policies over the
next three years or so, the percentage of firms “planning
to expand domestic business” increased to 61.4%. This is
the first time the ratio has passed 60% since FY2011, the
earliest year for which comparative data is available. By
firm size, this growing trend applies to both large-sized
firms (57.1%) and SMEs (62.4%), making SMEs exceed
the 60% ratio. Sectors more motivated to expand include
communication, information and software (77.1%), wood
& wood products/furniture & building materials/paper &
pulp (72.7%), electrical equipment (71.9%), medical
products & cosmetics (71.4%).

Future domestic business expansion (total)

FY2011 survey
(n=2,672)

FY2012 survey
(n=1,863)

FY2013 survey
(n=3,380)

FY2014 survey
(n=2,933)

FY2015 survey
(n=2,951)

FY2016 survey
(n=2,943)

FY2017 survey

(n=3,165) 614

Expand operations

50 60 90 100

(%)

0 10 20 30 40 70 80

D Expand operations B Maintain the current scale B Considering downscaling Other

Future domestic business expansion (large-scale firms)

Future domestic business expansion (SMESs)

FY2011 FY2011
survey 1.7| survey
(n=458) (n=2,214)
FY2012 FY2012
survey 2.0 survey
(n=504) (n=1,359)
FY2013 FY2013
survey survey
(n=664) (n=2,716)
FY2014 FY2014
sunvey survey
(n=639) (n=2,294)
FY2015 FY2015
survey survey
(n=620) (n=2,331)
FY2016 FY2016
survey ) 1.4 survey
(n=626) (n=2,317)
Fyao17 - FY2017 -
survey Expand operations survey Expand operations
(n=595) (n=2,570) ]
0 10 20 30 40 50 60 70 80 90 100 0 10 20 30 40 50 60 70 80 90 100
(%) (%)
BExpand operations O Maintain the current scale B Considering downscaling Other B Expand operations ©OMaintain the current scale m Considering downscaling Other

Note: The population size is the total number of respondent firms, excluding firms answering “no answer”.
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Manufacturing

Non-manufacturing

Vs

.

International trade and overseas expansion: Motivation for overseas/domestic business expansion (by industry) @

Motivation for expansion increased in most industries in domestic business

J

Many sectors in both manufacturing and non-manufacturing are more motivated to expand domestic business. With
many sectors less motivated to expand business overseas, sectors such as medical products & cosmetics,
ceramics/earth & stone, and textiles/clothing are more motivated to expand.

Ratio of firms expanding overseas business Ratio of firms expanding domestic business

(%)

0.0 100 200 300 400 500 60.0 700 800 0.0 100 20 300 400 500 600 00 800

£

Medical products & cosmetics (1=68) [~

Wood & wood products/furniture &
building materials/paper & pulp (n=55)

Ceramics/earth & stone (n=34) Electrical equipment (n=89)

Textiles/clothing (n=102) Medical products & cosmetics (1=70)

Chemicals (n=92) TTE Food & beverages  (n=445)

Coal & petroleum
products/plastics/rubber products (n=90)

Chemicals (n=91)

Electrical equipment (n=89) - Precision equipment (n=61)

Manufacturing

General machinery (n=154) — Textiles/clothing (n=105)

IT equipment/electronic parts & devices -
(n=61)

Ceramics/earth & stone (n=35)

Iron & steel/non-ferrous metals/metal

Wood & wood products/furniture &
products (n=175)

building materials/paper & pulp(n=54)

Cars/car parts/other transportation L
machinery (n=96)

General machinery (n=157)

IT equipment/electronic parts & devices

Precision equipment (n=59) - (n=63)

Coal & petroleum
products/plastics/rubber products (n=92)

Food & beverages  (n=435) —

Cars/car parts/other transportation 7 425

Iron & steel/non-ferrous metals/metal =
machinery (n=97)

products (n=172)

Other manufacturing (n=200) [ Other manufacturing (n=200)

Communication, information & software L Communication, information & software

(n=95) (n=96)
Retail (1=117) i Professional services (n=79)
Construction (n=109) . Retail (1=120)
g
Professional services (n=78) E Trade and wholesale (n=677)
=
Trade and wholesale (n=658) £ Transport (n=75)
S
=
Transport (1=74) [ : OEY2016 Construction (n=109) B FY2016

OFY2017

Finance & insurance (n=70) — Finance & insurance (n=69)

BFY2017

Other non-manufacturing (n=204) Other non-manufacturing (n=205) 67.8

Notes: 1) The population size is the total number of respondent firms, excluding the number of firms answering “no answer”. 2) “Expand operations” has included respondents reporting that they

currently have overseas bases and are planning to expand them further in the future and those reporting that they currently have no overseas bases but intend to invest in the future.
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International trade and overseas expansion: Functions to be expanded overseas and in Japan @

Sales function are being enhanced for both overseas and domestic business

J

Looking at functions to be expanded, more than 80% of respondents plan to expand “sales” for both overseas and
domestic business. Respondents also emphasize “production of general-purpose goods” (35.7%) for overseas
business and “new product development” (48.6%) and “high-value-added production” (48.5%) for domestic business.

Functions to be expanded overseas (total)
(Multiple answers, %)
0.0 20.0 40.0 60.0 80.0 100.0

1763

I
Sales 7

Production NN OOON
(General-purpose FZzzz77727777777772222
goods) R e S SR |

Production
(High-value-added
goods)

R&D
(New product
development)

OFY2011
(n=1,602)
R&D
(Change of
specifications for
overseas markets)

BFY2012
(n=1,149)

OFY2013
(n=1,119)

Regional HQ function FY2014
(n=1,001)

BFY2015
(n=895)
Logistics function
BFY2016
(n=992)

BFY2017
(n=938)

Other

4.3

Notes: 1) For FY2011 and FY2012, the total number of firms answering “intending to begin to expand
overseas and further expanding business overseas” excluding the number of firms with no answer for the
function to be expanded. Starting in FY2013, the total number of firms answering “further expanding
business overseas” excluding the number of firms with no answer for the function to be expanded. 2) The
choices did not include “Regional HQ function” in FY2015.

Functions to be expanded in Japan (total)

(Multiple answers, %)
00 20.0 40.0 60,0 80,0 100.0

1713
"

Sales [

Production
(General-purpose
goods)

Production
(High-value-added 7777
goods) i

R&D
(New product £Z
development) |

OFY2011
(n=1,017)

R&D
(Change of
specifications for
overseas markets)

OFY2012
(n=860)

OFY2013
(n=1,566)

I FY2014

Regional HQ function (n=1,480)

OFY2015
(n=1,425)

Logistics function FZZZZ] BFY2016
S (n=1,367)

BFY2017
(n=1,767)

Notes: 1) The population size is the total number of firms answering “planning to expand
domestic business over the next three years or so” excluding the number of firms with no
answer for the function to be expanded. 2) The choices did not include “Regional HQ
function” in FY2015.
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2. Overseas expansion
(by country and region)

- Motivation to expand business in Vietnam shows growth for third

consecutive year, currently ranking second after China -




Overseas expansion: Countries/regions for overseas expansion

.

Motivation to expand business in Vietnam shows growth for the third consecutive year,
making Vietnam the second most popular country

17

J

Among firms answering that they “currently have an overseas base and are planning to expand,” the ratio choosing
Vietnam as the target country or region for their overseas expansion increased for the third consecutive year (37.5%,
compared to 34.1% in the previous year), coming in second place. China continues to be the top answer (49.4%,

compared to 52.3% in the previous year).

Overseas expansion by country and region (top 20 countries and regions)

(Multiple answers, %)

) FY2017 FY2016 FY2015 FY2014 FY2013 FY2012 FY2011
Country/region (=938) |Rank| (n=992) |Rank| (n=895) |Rank| (n=1,001) | (n=1119) | (=1149) | (n=1,602)

(China 49.4: (1 52.3 (1) 537, (1) 56.5 56.9 59.2 67.9
Vietnam 37.5. (2) 341 (3) 32.4) (4) 28.7 29.6 25.9 20.3
Thailand 36.7) (3) 38.6| (2) 417, (2) 44.0 47.0 41.2 27.9
uUs 29.00 (4) 335 (4) 3370 (3) 313 25.4 26.0 211
Indonesia 248, (5) 26.8| (5) 31.8] (5) 34.4 35.0 32.0 24.7
Western Europe 215, (6) 19.7) (7) 20.6; (7) 18.1 15.7 15.9 15.7
Taiwan 20.01 (7) 20.6| (6) 216, (6) 21.0 20.0 21.8 18.5
India 18.2. (8) 18.5| (8) 20.1/ (8) 16.1 19.2 19.4 21.8
Singapore 17.17 (9) 17.70 (9) 16.1} (10) 19.3 18.3 17.8 14.0
Malaysia 14.0 (10) 14.7| (11) 15.5| (11) 14.8 15.4 15.7 12.2
Hong Kong 13.6. (11) 14.1] (12) 14.2| (12) 16.1 15.4 15.8 14.2
Philippines 13.1 (12) 13.4| (13) 11.3| (14) 10.8 10.9 7.5 5.1
Korea 12.6. (13) 15.0| (10) 16.5| (9) 15.9 17.2 18.8 18.8
Myanmar 10.2. (14) 12.7| (14) 11.5| (13) 10.1 10.9 - -

Mexico 6.9 (15) 8.5/ (15) 10.9| (15) 10.1 7.6 5.6 3.1
Central-Eastern Europe 5.2] (16) 5.9/ (16) 7.0, (16) 6.1 3.3 4.2 4.7
Cambodia 48 (17) 5.2| (17) 6.0 (17) 5.3 5.4 - -

Australia 4.3 (18) 4.6/ (19) 4.6/ (19) 2.8 3.3 3.7 4.0
Russia & CIS 4.1: (19) 4.9 (18) 4.1} (20) 6.2 6.5 5.8 6.9
Brazil 4.1 (19) 3.4 (21) 5.1 (18) 6.9 8.0 8.4 7.4
ASEANG 69.2 70.5 73.2 73.5 74.8 69.0 56.3

Notes: 1) For FY2011 and FY2012, the population size is the total number of firms answering “intending to begin to expand overseas and further expanding business overseas” excluding the number of firms with no
answer for the function to be expanded. Starting in FY2013, the population size is the total number of firms answering “further expanding business overseas” excluding the number of firms with no answer for the function
to be expanded. 2) ASEANG refers to the total for the six countries of Singapore, Thailand, Malaysia, Indonesia, the Philippines, and Vietnam (excluding duplication). No country breakdown for Western Europe, Russia &
CIS and Central-Eastern Europe. Myanmar and Cambodia were not covered by the surveys before FY2013. Western Europe in FY2017 refers to either UK or Western Europe (excluding UK). 3) The data shows ratios of

firms who expand at least one function in each country/region. If a firm expands multiple functions in a country/region, it is counted as one firm.
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Overseas expansion: Countries/regions for overseas expansion

Gaps exist in motivation for business expansion in ASEAN

The countries of ASEANG as a whole (69.2%) have exceeded China (49.4%) for the sixth consecutive year as a major
country/region for overseas expansion. Within ASEANSG, a significant increase in motivation to expand business is
seen in Vietnam for non-manufacturing along with the Philippines in manufacturing. Meanwhile, the percentage for
both Thailand and Indonesia is decreasing. The percentage of manufacturers intending to expand business in the US
has decreased. The figure continues to decline for Mexico.

Countries/regions for overseas expansion

Major countries/regions (total) Emerging markets in Asia (total) Other emerging markets (total)
(%) (%) (%)
80.0 50.0 70 120
70.0 - 100
400 | :
60.0 -
8.0 -
50.0 - 300
400 - 87 s 6.0 -
200 31.3 29.0 20.0 |
.0 26.0 25.4 ’ 15.7 15.4 14.8 155 14.7 ]
218 206 197 215 122 14.0 40
200 {91 § 19,4 19.2 W /M.\-
e — 20.1 10.0 1 13.4 13.1 20
10.0 | 15.7 159 157 161 - 185 182 109 108 113 01
75
5.1
0.0 ‘ ‘ ‘ ‘ ‘ ‘ 0.0 : : : : : : 0.0 : : : : : :
2011 2012 2013 2014 2015 2016 2017 2011 2012 2013 2014 2015 2016 2(2\1(7 ) 2011 2012 2013 2014 2015 2016 2017
Y . . . . clvear (Year)
——China —=—ASEANG US —< Western Europe ‘mS?Q ——Thailand —=—Indonesia ——Vietnam —=— Malaysia Philippines —+— Mexico —=—Turkey Brazil —x—South Africa —«— Russia & CIS

Notes: 1) The population size in FY2011 and FY2012 indicates the number of firms answering that they “intend to begin and expand overseas operations” after excluding the number of
firms which gave no answer on functions planned to be expanded. The population size in FY2013 and thereafter indicates the number of firms “intending to expand overseas
operations” after excluding the number of firms which gave no answer on functions planned to be expanded. 2) ASEAN 6 refers to the total for the six countries of Singapore, Thailand,
Malaysia, Indonesia, the Philippines and Vietnam (excluding duplication). Western Europe in FY2017 refers to either UK or Western Europe (excluding UK). The choices did not
include “South Africa” in FY2013. 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.
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Overseas expansion: Countries/regions for overseas expansion

Countries/regions for overseas expansion (by industry)

Major countries/regions Emerging markets in Asia Other emerging markets
(%) (manufacturing) %) (manufacturing) %) (manufacturing)
80.0 50.0 16.0
. 144
70.0 14.0
40.0
60.0 12.0
300 1 100 { 95
8.0
20.0 59
134 138 142 143 60
117 38
® 4.0
10.0 o ] @ 13.4
101 9)0 107 n7 20 L~ " B
@ : 2.0 —
45 5.6 07 x 10 23 18 19
0.0 ' ' ' i i i 00 ' ' ' ' ' ' 0.0 — - - . ; ;
2011 2012 2013 2014 2015 2016 2017 2011 2012 2013 2014 2015 2016 2017 2011 2012 2013 2014 2015 2016 2017
(Year) (vear) (Year)
_____ T China “W-ASEANS “A_US < WesternEurope “<_India | _—+—Thailand - #—Indonesia_—*_Vietnam ~#_Malaysia -~ _Philippines _ _ _ _—+—Mexico 8= Turkey —*_ Brazil - _South Africa =%~ Russia & OIS _
Major countries/regions Emerging markets in Asia Other emerging markets
! (non-manufacturing) 5(53) (non-manufacturing) b (non-manufacturing)
' 72.2 ' '
69.8 ) 442
70.0 431 9.0
40.0 - 8.0
60.0
7.0
50.0 30,0 | 6.0
40.0 - 5.0
24,
20.0 4.0
30.0
237 244
201 21 227 3.0
20.0 -
14.2 821 100 | 20 e e =
. . X
1007 118 105 11 121 123 124 130 oo 1.0 1.1x 05 17 - 1
0.0 : ; ; ‘ ‘ ‘ 00 0.0 ; ; ‘ ‘ S
2011 2012 2013 2014 2015 2016 2017 2011 2012 2013 2014 2015 2016 2017 2011 2012 2013 2014 2015 2016 2017
(Year) (Year) —+—Mexico —=—Turkey Brazil  (Year)
——China —8—ASEAN6 —A—US —> Western Europe —#—India ~ —e—Thailand —=— Indonesia —+— Vietnam —#— Malaysia Philippines *—South Africa  —x—Russia & CIS

Notes: 1) The population size in FY2011 and FY2012 indicates the number of firms answering that they “intend to begin and expand overseas operations” after excluding the number of firms
which gave no answer on functions planned to be expanded. The population size in FY2013 and thereafter indicates the number of firms “intending to expand overseas operations” after excluding
the number of firms which gave no answer on functions planned to be expanded. 2) ASEAN 6 refers to the total for the six countries of Singapore, Thailand, Malaysia, Indonesia, the Philippines
and Vietnam (excluding duplication). Western Europe in FY2017 refers to either UK or Western Europe (excluding UK). The choices did not include “South Africa” in FY2013. 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 onlv. Copyright (C) 2018 JETRO. All rights reserved.



Overseas expansion: Functions to be expanded overseas

Ve

Sales and production functions are being enhanced in Vietham

Looking at functions to be expanded overseas, Vietnam has become more important as the destination for expanding
sales function for the second consecutive year (5" place in FY2015, 4" place in FY2016, 3" place in FY2017).
Vietnam is also becoming more important as the destination for “Production of general-purpose goods” (3™ place to
2" place) and “New product development” (5™ place to 3" place).

Functions to be expanded overseas (by function, by country/region)

(Multiple answers, %)

Production R&D
Sales i i Regional HQ function Logistics
General-purpose goods High-value added goods New product development Ceg OF {EREilElsms D
overseas markets
Rank| Country/region % |Rank| Country/region % |Rank| Country/region % |Rank| Country/region % |Rank| Country/region % |Rank| Country/region % |Rank| Country/region %
1|China 40.4] 1|China 15.6| 1|China 14.6 1|China 7.8 1|China 9.1 1|China 3.7 1|China 6.3
2|Thailand 27.9 2fVietnam 11. 2[Thailand 7.8 2|us 3.9 2[Thailand 5.4] 2|Singapore 3.5 2| Thailand 4.4
3Vietham 26. 3| Thailand 9.8 3|Vietnam 7.2 Vietnam 3. 3|us 5.1 3| Thailand 3.1 3|Vietnam 3.7
4|USs 25.3] 4|Indonesia 5.0 4(Us 5.3 4| Thailand 3.1 4|Vietnam 4.4 3|Us 3.1 4|US 3.6
N . N Western Europe Western Europe Western Europe Western Europe
5|Indonesia 20.9 5| India 43 5 \Ilr\‘lldor‘IESIE 4.2 5 (excluding. UK). 2.3 5 (excluding. UK) 3.0 5 (excluding LK), 2.3 5 (excluding. UK. 2.0
6| Taiwan 17.1] elus 3.6 6| oo EIrope 3.3  6|india 2.0]  6|Indonesia 2.9 6[Vietnam 2.1]  6|Singapore 1.6
excluding UK.
7 Wester_n Europe 16.3 7| Taiwan 2.8 7|Korea 2.8 7| Taiwan 1.5 7|India 2.8] 7|Hong Kong 1.3 7[Indonesia 1.5
(excluding UK)
8|India 16.0 8[Myanmar 2.6 7[India 2.8 7|Korea 1.5 8| Taiwan 2.7 8[Malaysia 0.6 8[Hong Kong 1.4
9|Singapore 13.1 9(Malaysia 2.3] 9| Taiwan 2.6 9(Malaysia 1.3 9|Malaysia 2.1 8|Indonesia 0.6 8| India 1.4
10|Malaysia 11.6] 10 ‘(NeS‘e’.” Europe 2.2| 10|Malaysia 2.2|  9|indonesia 1.3 10|Korea 1.5 10|Taiwan 0.5| 10[Myanmar 1.3
excludina UK)
11|Hong Kong 11.3] 11(Philippines 1.9] 11|Philippines 1.9] 11|Hong Kong 1.2] 10|Singapore 1.5| 10|Philippines 0.5 11|Taiwan 1.1
12|Philippines 10.8] 12|Korea 1.6] 12(Singapore 1.6| 12|Singapore 0.9 12|Hong Kong 1.4 10({Myanmar 0.5] 11|Mexico 1.1
13|Korea 9.8] 12|Mexico 1.6] 13|Hong Kong 1.2| 12|Philippines 0.9] 13|Philippines 0.9] 10|India 0.5| 13|Korea 0.9
14|Myanmar 6.8] 14|Bangladesh 1.3] 13|Myanmar 1.2| 14|Myanmar 0.6] 14|Myanmar 0.7] 14|UK 0.4] 13|Malaysia 0.9
15|Mexico 5.1] 15|Cambodia 0.9] 13|Mexico 1.2| 15|Brazil 0.5 15|UK 0.5 15|Mexico 0.3] 13|Philippines 0.9
16|UK 4.2 15|Australia 0.9 16|Australia 0.5 16|uk 0.4| 16|Brazil 0.4 1s|centrarEastem 0.3 16|Australia 0.6
17 gj[‘;;ae"E’aS‘e’” 3.9| 17|Brazil 0.7] 16|uk 0.5 17|Bangladesh 0.3| 17|Mexico 0.3| 17|Korea 0.2 16|UuK 0.6
18| Australia 37| 17 SE?;:;"EaSte"‘ 0.7] 16|Russia & CIs 0.5 17|Mexico 0.3| 17|Russia & CIs 0.3 17|cambodia 0.2] 18|Cambodia 0.4
18|Russia & CIs 3.7| 19|singapore 0.6] 19|Brazil 0.4| 19|cambodia 0.2 Cambodia, 17|Bangladesh 0.2| 1g|Centrak-Eastermn 0.4
19 Bangladesh, 0.2 Europe
. " Australia, Central- . .
20(Brazil 3.5| 20|Hong Kong 0.5] 20|Bangladesh 0.3| 19|Australia 0.2] Eastern Europe 17|Brazil 0.2| 20|Turkey 0.3]
ASEANG6 52.9 ASEANG 20.5 ASEANG 15.8| ASEANG 7.8| ASEANG 10.6] ASEANG 8.1 ASEANG 7.9
(Reference) Western (Reference) Western (Reference) Western (Reference) Western (Reference) Western (Reference) Western (Reference) Western
17.8 2.2 3.4 2.6 3.2 2.6 2.2
Europe Europe Europe Europe Europe Europe Europe
N P Change of specifications - -
Sales (total) 829 General-purpose 35.7 High-value added 30.6 New product 16.5| for overseas markets 213 Regional HQ function 14.4 Logistics (total) 16.8
goods (total) goods (total) development (total) (total) (total)

Notes: 1) Percentages of firms intending to expand particular functions over the next three years or so to the total (970 fims), excluding those with no answer about functions to be expanded (938 firms). 2) No country
breakdown for Western Europe (excluding UK), Russia & CIS and CentralEastern Europe. Western Europe given as reference data refers to UK and Western Europe (excluding UK). 3) ASEANSG refers to the total for
the following six countries: Singapore, Thailand, Malaysia, Indonesia, the Philippines, and Vietnam (excluding duplicatior). 4) Highlighted cells indicate items chosen by 10% or more of the respondents.
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Overseas expansion: Restructuring of domestic and overseas bases

Ve

Japan, China, and ASEAN are the focus of business restructuring

[ 21

19.8% of respondents either “restructured domestic/overseas bases and functions in the past 2-3 years” or “will
restructure them in the next 2-3 years.” Out of all restructuring cases (690 cases), the most popular pattern is the
transfer of bases and functions from Japan to Vietnam (46 cases), followed by the transfer within China (43 cases),
from Japan to China (42 cases), and from Japan to Thailand (30 cases). This shows that Japan, China, and ASEAN are
the focus of business restructuring.

Restructuring of domestic and overseas bases and functions

Restructured in the past 2-3 years/
Will restructure in the next 2-3 years

Did not restructure in the past 2-3
years/

Will not restructure in the next 2-3
years

No answer

0.0 20.0

(%)
40.0 60.0 80.0 100.0

19.8

32.0

10.5

W total (n=3,195)

@ Large-scale firms
(n=604)
B SMEs (n=2,591)

Major restructuring patterns of bases and functions

(No. of cases, %)

Shift from Shift to No. of | patio
cases

Total number of restructuring cases 690 100.0
1 |Japan Vietnam 46 6.7
2 |China China 43 6.2
3 |Japan China 42 6.1
4 |Japan Thailand 30 43
5 |China Japan 29 4.2
6 |Japan us 28 4.1
7 |China Vietnam 27 3.9
8 |[China No destination 14 2.0
8 |Japan Taiwan 14 2.0
10 |Japan Singapore 10 14
10 [Japan Indonesia 10 14
12 |Japan Malaysia 9 13
12 [Japan India 9 13
14 |China Thailand 8 1.2
14 [Japan z’:f;fé?nglg%e 8 1.2
16 |Hong Kong China 7 1.0
16 |Vietnam Vietnam 7 1.0
16 |Japan Mexico 7 1.0
19 |Japan Philippines 6 0.9
20 [China Hong Kong 5 0.7
20 |China Philippines 5 0.7
20 |Thailand Thailand 5 0.7
20 |Singapore Thailand 5 0.7
20 |Vietnam No destination 5 0.7
20 [Japan Korea 5 0.7
20 |Japan Hong Kong 5 0.7

Notes: 1) The total number of restructuring cases is the sum of “Restructured bases and functions in the
past 2-3 years” and “Will restructure bases and functions in the next 2-3 years.” The ratios are calculated

against the total number of restructuring cases. Data is available only for restructuring patters with at

least 5 cases. 2) No country breakdown for Western Europe (excluding UK). 3) “No destination” refers

to withdrawing from a market or stop doing business without transferring any bases or functions.
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3. Business plans in China

- Signs of business expansion in China for large-scale firms -




Vs

.

Business plans in China: Future business plan in China @

About half of firms plan to expand business in China,
while some continue to assume a wait-and-see attitude

J

The ratio of firms considering either expanding existing business or developing new business in China* over the next
three years or so remained at about the same level as the previous year at 48.3% this year, while 32% answered “Still

undecided.” * Business in China: trade, outsourcing, technical alliance, and direct investment

Business plans in China (total)

Nov-Dec 2004 survey
(n=636)
Urgent survey in May
2005 following anti-Japan
demo (n=407)
Nov-Dec 2005 survey
(n=705)

Nov-Dec 2006 survey
(n=622)

Nov-Dec 2007 survey
(n=640)

Nov-Dec 2008 survey
(n=753)

Nov-Dec 2009 survey
(n=771)
Nov-Dec 2010 survey
(n=849)

Jan 2013 survey
(n=1,220)

By - - | . ®m

ey x=w =z
T ]
e

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

B Considering expanding existing or starting new operations & Maintaining the current scale of existing operations B Considering downsizing or withdrawing from existing operations Still undecided

Notes: 1) The population size of each survey does not include the number of firms answering “no business plan in China” or giving “no answer.” Answers for 2010 or before are limited to those
from JETRO members. 2) Answers for 2007 or before are limited to manufacturing, trade, wholesale and retail firms. 3) We partially adjust question items that are different year to year to calculate
results. The “Still undecided” choice is only available starting with the January 2013 survey. 4) There was no question about business plans in FY2011.
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Business plans in China: Future business plan in China (by firm size, by industry)

[ Signs of business expansion in China for large-scale firms

Looking at the results by firm scale, the ratio of large-scale firms considering expanding existing business or
developing new business in China increased for the second consecutive year to 62.5%, while the ratio considering
downscaling or ceasing existing business has shrunk from last year (from 4.4% to 1.5% in this year) The ratio of
SMEs considering expanding existing business or developing new business in China stays at the same level (from

45.0% to 44.6%).

Business plans in China (by firm size) Business plans in China (by industry)
Dec 2013 survey (n=615) % Dec 2013 survey (n=1,682) /
) /
Dec 2014 survey (n=573) 1 % Dec 2014 survey (n=1,386) g 5 V - %
.;. ] T i

V&% /
Dec 2015 survey (n=556) . {a. // Dec 2015 survey (n=1,335) } - /
-] / i

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

Manufacturing

Large-scale firms

SMEs
Non-manufacturing

0% 10% 20% 30% 40% 50% 60% 70% 80% 90%  100%
BConsidering expanding existing or starting new operations
BMaintaining the current scale of existing operations

BConsidering expanding existing or starting new operations
BMaintaining the current scale of existing operations

B Considering downsizing or withdrawing from existing operations B Considering downsizing or withdrawing from existing operations

@still undecided Bstill undecided

Note: The population size does not include the number of firms answering “no business plan in China” or giving “no answer.” Copyright (C) 2018 JETRO. Al rights reserved.



Business plans in China: Reasons for expanding or maintaining business in China

Ve

“Market size and growth potential” is the top reason for doing business in China

[ 25 )

personnel.”

Regarding reasons for expanding or maintaining business in China, the percentage of firms answering with “market
size and growth potential” remained the largest at 72.9%, followed by “changes in needs associated with improved
income” (31.4%) and “business established and on track™ (25.2%). From a sector perspective, coal & petroleum
products/plastics/rubber products, textiles/clothing, and precision equipment point out “Superior manufacturing
conditions (e.g., production cost),” while communication, information & software evaluates “Availability of capable

Reasons for expanding or maintaining business in China

(Multiple answers, %)

0.0 20.0 40.0 60.0

80.0

. ) V7 695
Anticipate sales expansion based on

market size and growth potential
729

Respond to changes in needs
associated with improved income

Business established and on track

Superior manufacturing conditions
(e.g., production cost) in comparison
with other countries/regions

Management can better monitor 7
business situations due to the
proximity to Japan

Superior procurement conditions (e.g.,
enhancement of supporting industries)
in comparison with other
countries/regions

Relatively developed infrastructure
(e.g., distribution and power supply)

b Jan 2013 survey
Started business only recently and (n=993)
have not yet recovered investment

costs 0O Dec 2013 survey

(n=1,825)

@ Dec 2014 survey
(n=1,518)

Auvailability of capable personnel

B Dec 2017 survey
(n=1,610)

Notes: 1) The population size is the number of firms answering “considering
expanding existing or starting new operations” or “maintaining the current
scale of existing operations.” 2) The choice “respond to changes in needs

associated with improved income” was added in FY2017.

Reasons for expanding or maintaining business in China (by industry)

Multiple answers, %)

Superior Superior
Aticipat saes | Respond to charges C'U'“Mf‘:':ﬁ;“('e“g AT cfﬁﬁ:i"ﬁ"; Relatively developed | Started business only. ;
No. of | expansion l.)ased on | in m.ed§ associated | Business established production cost) in | business situations enhar.\cer.nem o.f |nir.a5tfuclyre (e.g., irecently and have not| Availability of
firms market size ar‘wi wn}g improved and on track comparkon with | due to the proximity sgpponng |.ndus|rfes) distribution and . yet recovered capable personnel
growth potential income otter st incomparisonwith | power supply) investment costs
CLNTERETD coumroiet:/erregnns
Total 1,610 729 314 25.2 17.7 105 8.8 6.6 40 35
Manifacturing 982 75.8 311 238 16.8 98 76 6.1 38 24
Food & beverages 183 781 448 153 71 7.7 2.7 44 38 11
Texties/clothing 58 534 448 20.7 25.9 20.7 17.2 121 17 34
o brosucsfiee & 009 | 1 789 316 368 211 211 105 53 53 00
Chemicals 70 87.1 300 4.4 15.7 57 57 57 57 71
Medical products & cosmetics 51 922 54,9 29.4 59 59 59 39 59 0.0
ok prOdL eSS ober 58 67.2 2756 276 276 || 155 138 52 69 34
Ceramicslearth &. stone 23 78.3 217 8.7 8.7 17.4 43 43 0.0 43
tron &steelon-ferfots metabimetalproducts | g 653 326 232 200 95 8.4 74 53 32
(General machinery 107 776 187 243 19.6 75 3.7 47 19 19
Blectrcal equipment 54 741 25.9 20.4 111 13.0 93 37 0.0 37
I equipmentekectroni parts & devices 41 805 146 317 14.6 98 122 98 49 0.0
Corslearparslother wansporation mactirery | gy 833 16.7 317 133 83 100 33 6.7 17
Precision equipment 2 714 19.0 238 23.8 95 11.9 11.9 24 24
Other manufacturing 121 76.0 26.4 198 256 74 7.4 74 25 25
Nor-manufacturing 628 685 32,0 21.2 19.1 116 10.7 75 43 51
Trade and wholesale 387 68.7 344 28.2 248 132 114 838 36 36
Retail a7 76.6 36.2 234 213 106 14.9 43 6.4 21
Construction 23 60.9 00 39.1 17.4 43 13.0 00 43 8.7
Trarsport 32 719 21.9 6.9 31 9.4 00 125 94 9.4
Firance & insurance 24 542 292 333 42 42 125 42 0.0 42
Communication, information & software 30! 70.0 333 16.7 10.0 20.0 16.7 133 10.0 26.7
Professional services 24 70.8 25.0 208 0.0 0.0 8.3 42 42 125
Other non- manufacturing 61 65.6 344 14.8 8.2 9.8 49 16 33 0.0

Notes: 1) The population size is the number of firms answering “considering expanding existing or starting new operations” or

“maintaining the current scale of existing operations.” 2) Highlighted cells refer to top 3 choices for each sector.
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4. Business environment in each country

- Brexit seen as concern in Europe, while policies of new US
administration seen as risk factors in various countries -




Business environment in each country: Attractions and advantages in each country

Ve

Attraction of Vietnam’s “Market size” and “Clustering of customer firms” increases

The factor of “Market size/growth potential (Market size)” came first in terms of attractions and advantages for
business in all 11 countries surveyed. For ASEAN the newly established factor, “Pro-Japanese feeling” ranked
second or third. Compared to the previous survey (2013), there were conspicuous increases in response rates for
“market size” for Vietnam and the Philippines, “clustering of customer firms” for Vietnam and Myanmar, “personnel
quality” for India, and “labor cost and labor force” and “communications” for Mexico. In this survey, India and
China, following the US and UK, received high evaluations for the new factor “technological capability.”

Attractions and advantages in each country (top 10 items, by country)

(Multiple answers, %)

Rank China (n=1,879) Thailand (n=1,299) Malaysia (n=732) Indonesia (n=914) Philippines (n=607) Vietnam(n=1,261)
1 [Market size 89.8|Market size 69.2|Market size 66.1|Market size 84.1|Market size 72. 7 Market size 82.2
2 |Clustering of customer firms 27.4|Pro-Japanese feeling 52.1|Pro-Japanese feeling 28.6|Pro-Japanese feeling 28.3|Labor cost / labor force 29.7|Pro-Japanese feeling 42.8
3 |Ease of local procurement 21.8|Clustering of customer firms [  35.5|Clustering of customer firms 19.7|Labor cost / labor force 26.0|Pro-Japanese feeling 26.4|Labor cost / labor force 41.9
4 |Labor cost / labor force 13.6|Living environment 20.2|Political and social stability 16.8|Clustering of customer firms |  25.9| Communication 20.6]Personnel quality 20.2
5 |Infrastructure 12.8|Ease of local procurement 19.6)/Communication 13.0|Land, offices 8.5|Clustering of customer firms 18. .0 Clustering of customer firms |19 84
6 |Communication 10.1|Labor cost / labor force 17.7|Labor cost / labor force 12.0|Ease of local procurement 6.6[Land, offices 7.7[Political and social stability 17.8
7 |Personnel quality 9.0{Infrastructure 13.9]|Living environment 10.4|Political and social stability 5.1[Personnel quality 6.8[Land, offices 12.3
8 |Technological capability 6.1|Political and social stability 11.2{Infrastructure 10.0|Personnel quality 4.9[Ease of local procurement 6.3|Ease of local procurement 8.7
9 |Living environment 4.2|Personnel quality 10.9|Ease of local procurement 8.7|Communication 3.9|Political and social stability 5.6|Employee retention rate 7.0
10 |Political and social stability 3.9[Land, offices 6.7[Personnel quality 7.5[Living environment 3.9[Living environment 3.5[Living environment 6.9
Rank Myanmar (n=480) India (n=679) US(n=1,136) Mexico (n=287) UK (n=379)
1 [Market size 75.4|Market size 92.5|Market size 82.6|Market size 75.6|Market size 53.3
2 |Labor cost / labor force 40.4|Labor cost / labor force 24.9|Communication 32.8[Clustering of customer firms | 34.5{Communication 39.8
3 |Pro-Japanese feeling 29.2|Clustering of customer firms 18.7|Political and social stability 30.2|Labor cost / labor force 23.7 |Political and social stability 314
4 [Land, offices 11.5[Pro-Japanese feeling 12.1{Clustering of customer firms 28.3|Pro-Japanese feeling 12.9|Infrastructure 20.6
5 |Clustering of customer firms 8.8 [Communication 11.2|Infrastructure 22.5|Ease of local procurement 12.5|Living environment 19.3
6 |Personnel quality 5.4{Personnel quality 10.2 | Living environment 18.0|Communication 6.6 |Clustering of customer firms 16.4
7 |Employee retention rate 2.9|Technological capability 9.3|Ease of local procurement 14.4|Infrastructure 6.3|Personnel quality 14.0
8 |Ease of local procurement, 2.5|Ease of local procurement 8.5|Technological capability 13.8|Political and social stability 5.9[Technological capability 135
9 |Taxsystem 2.5|Land, offices 6.9|Personnel quality 11.4|Tax system 4.9[Pro-Japanese feeling 11.6
10 |Investment incentive system, 2.3|Political and social stability 5.6|Pro-Japanese feeling 11.0|Land, offices 4.5|Ease of local procurement 7.4
Communication 2.3
Notes 1) The population size (n) is the total number of firms that responded regarding attractiveness and advantages in each country (only for countries where they are currently doing business, or considering doing so).

2) The value in each cell is the response rate for each item for population size (n) for each country (= number of responses for each attraction or advantage / n)
3) Highlighted cells indicate that the response rate rose compared to the last survey (FY2013). Of which, orange highlighted cells with an italicized number indicate an increase of 5% or more and cells with a bold number indicate
that the response rate declined by 5% or more.
However, two countries, the US and the UK, and two items, “technological capability” and “pro-Japan feeling,” were not included in the previous survey, and so time series comparisons cannot be performed.
4) Refer to the reference material (p. 53) for the original expressions of the attractions and advantages.
5) “Technological capability” and “pro-Japanese feeling” were newly established factors in FY2017. “Clustering of customer firms (delivery destinations)” was “clustering of trading partners (delivery destination)” in FY2013.
“High employee quality, abundant highly qualified personnel” was “high employee quality” in FY2013. “Favorable tax system (corporate tax, customs, etc.)” was “tax incentives (corporate tax, customs, etc.) in FY2013.
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Business environment in each country: Business environment issues in each country

Rate of indication of issues for China declined for all items compared to 2015 survey

While China continues to rank high in terms of the rate of indicated issues, compared to the previous survey (2015) it declined
for all items. Also, the rate of infrastructure being indicated as an issue declined in all countries. Meanwhile, countries where
the issues indicated increased by 5 percentage points or more included the Philippines and Myanmar for “Political/social
situations, security” and India for “Natural disasters, environmental pollution.” In addition, the rate of “No particular issues”
declined by 5 percentage points or more for the Philippines, Myanmar, India, and Mexico.

Issues in the business environment in each country (top 10 items, by country)

(Multiple answers, %)

Rank China (n=1,853) Thailand (n=1,048) Malaysia (n=588) Indonesia (n=779) Philippines (n=581) Vietnam (n=952)
1 [High/rising labor cost 46.4High/rising labor cost 25.3[No particular issues 44.4| Administrative procedures 26.1|Political/social situations, security 33.9 [No particular issues 24.8]
2 [P protection 40.9|No particular issues 24.9|High/rising labor cost 13.6|Political/social situations, security 25.4|No particular issues 25.6|Administrative procedures 24.5]
3 [Political/social situations, security 36.g|Political/social situations, security 24.6|Exchange risk 12.6|Legal system and its enforcement 24.6|Infrastructure 19.4|Legal system and its enforcement |  21.1
4 [Collection of bills 35.dLabor shortage, difficulty in hiring 13.3|Collection of bills, 8.8|Infrastructure 21.6|Collection of bills 16.4|Infrastructure 20.0
5 [Administrative procedures 29. 7 Administrative procedures 12.9|Administrative procedures 8.8|No special problems 21.1|Legal system and its enforcement 15.0|High/rising labor cost 16.5
6 [Legal system and its enforcement 22.(INatural disasters, environmental pollution 12.0|Political/social situations, security 7.7|Exchange risk 17.8|Administrative procedures 14.6|Collection of bills 16.1
7 [rax system and procedures 19.4) Exchange risk 11.5|Clustering of related industries 7.3|Tax system and procedures 17.8|Clustering of related industries, 12.0| Tax system and procedures 14.0
8 atural disasters, environmental pollution 18.44Collection of bills 10.2|Labor shortage, difficulty in hiring 7.1|Collection of bills 17.2[Natural disasters, environmental pollution| 12.0|Clustering of related industries 13.3]
9  [Exchange risk 15.9)Legal system and its enforcement 7.6(Legal system and its enforcement 6.0[High/rising labor cost 14.9|Exchange risk 10.7|Exchange risk 12.6]
10 lew US administration policies 13.qTa>< system and procedures 7.3|Tax system and procedures 5.3[Natural disasters, environmental pollution 9.9|Tax system and procedures 8.4/IP protection 10.1
Rank Myanmar (n=516) India (n=601) US(n=1,026) Mexico(n=388) UK (n=523)
1 |Infrastructure 40.7|Infrastructure 33.3|New US administration policies 58.6|New US administration policies 52.8|Brexit risk 65.0
2 [|Political/social situations, security 39.7 | Collection of bills 27.3|No particular issues 21.6|Political/social situations, security 27.6|No particular issues 233
3 |Legal system and its enforcement 32.6|Administrative procedures 25.1|Exchange risk 20.1|No particular issues 24.5|Exchange risk 15.7]
4 [Clustering of related industries 24.8[Tax system and procedures 23.6|High/rising labor cost 19.5|Exchange risk 15.2|High/rising labor cost 12.2]
5 [No particular issues 19.4|Legal system and its enforcement 22.0[ Administrative procedures 7.9|Collection of bills 10.3[New US administration policies 5.0
6 |Administrative procedures 18.6|Natural disasters, environmental pollution | 20.1 |Labor shortage, difficulty hiring 5.6(Labor shortage, difficulty hiring 7.2|Land, offices 4.6
7 |Collection of bills 18.0[No particular issues 19.5|Political/social situations, security 4.9[High/rising labor cost 6.4|Administrative procedures 4.0
8 |[Tax system and procedures 13.6|Political/social situations, security 18.3|Land, offices 4.8|Administrative procedures 5.9(Labor shortage, difficulty in hiring 3.6
9 |Exchange risk 11.8|Exchange risk 12.1|Labor management problems 3.4|Legal system and its enforcement 5.2|Political/social situations, security 2.5
10 |IP protection 10.7|Clustering of related industries 11.5|Tax system and procedures 3.1|Tax system and procedures 5.2|Collection of bills 19

Notes 1) The population size (n) is the total number of firms that responded regarding attractiveness and advantages in each country (only for countries where they are currently doing business, or considering doing so).

2) The value in each cell is the response rate for each item for population size (n) for each country (= number of responses for each attraction or advantage /n).

3) Highlighted cells indicate that the response rate rose compared to the last survey (FY2015). Of which, orange highlighted cells with an italicized number indicate an increase of 5% or more and cells with a bold number indicate
that the response rate declined by 5% or more.
However, two countries, the US and the UK, and two items, “new US administration policies” and “Brexit risk,” were not included in the previous survey survey, and so time series comparisons cannot be performed.

4) Refer to the reference material (p. 54) for the original expressions of the issues.

5) “New US administration policies” and “Brexit risk” were added in FY2017. “Labor shortage, difficulty in hiring qualified personnel” was “labor shortage, difficulty hiring” in FY2015.
“Undeveloped infrastructure (electricity, transportation, communication etc.)” was “undeveloped infrastructure” in FY2015.
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Business environment in each country: Business environment issues in each country

Brexit seen as concern in Europe, while policies of new US administration
seen as risk factors in various countries

)

“Brexit risk” is considered to be the biggest issue for doing business in the UK and Europe, but it is hardly
recognized as an issue in other regions. Meanwhile, “New US administration policies” is perceived as the biggest
business issue, particularly in the US, Mexico, and Russia where the response rate exceeds 50%. The response rate
also exceeded 20% in UAE, Canada, Korea, the Middle East, and Latin America.

Response rate for “there are risks/problems from the decision for

the UK to leave the EU"

Response rate for “there are risks/problems from the changed policies of

the new Trump administration of the US"

Respondent countries', regions' response rates Other countries', regions' response rates Respondent countries', regions' response rates Other countries', regions' response rates
n) (open response) (n) n) (open response) (n)
UK 65.(‘ (523)jGermany 36.4 an| yus 58.6f  (1,026)|Russia 50.0 (12)
us 25 (1,026)fFrance 36.4 AD| NMexico 52.8 (388)JUAE 28.6 @)
India 13 (601)(Taiwan 2.0 (49)| |China 13.8  (1,853)|Canada 28.6 ™
China 12  (1,853)[Singapore 0.0 (28)| |Philippines 6.2 (581)|Korea 21.4 (14)
Mexico 1.0 (388)|Korea 0.0 (14)] JUK 5.0 (523) | Turkey 16.7 (6)
Malaysia 0.7 (588)|Russia 0.0 (12)| |Vietnam 4.2 (952) | Taiwan 6.1 (49)
Myanmar 0.6 (516)|Hong Kong 0.0 (20)| |Myanmar 4.1 (516)|Singapore 0.0 (28)
Vietnam 0.4 (952)|Cambodia 0.0 (9| [Indoa 3.7 (601) |Germany 0.0 (11)
Indonesia 0.4 (779)|Sri Lanka 0.0 (9)| |Indonesia 3.6 (779)|France 0.0 (12)
Philippines 0.3 (581)|UAE 0.0 (M| |Malaysia 3.4 (588)|Hong Kong 0.0 (20)
Thailand 0.3  (1,048)|Canada 0.0 (7)| |Thailand 3.0  (1,048)|Cambodia 0.0 9)
Bangladesh 0.0 @) Sri Lanka 0.0 9
Turkey 0.0 (6) Bangla Desh 0.0 @)
Australia 0.0 (5) Australia 0.0 5)
Brazil 0.0 (5) Brazil 0.0 5)
Europe total 38. (57) Middle East total 36.7 (30)
Asia total 0.7 (140) |South America total 20.0 (15)
Middle East total 0.0 (30) Asia total 43 (140)
Africa total 0.0 (18) Europe total 35 (57)
South America total 0.0 (15) Afria total 0.0 (18)
Oceania total 0.0 (12 Oceania total 0.0 (12)

Notes 1) The population size in parentheses (n) = total number of firms that responded for issues in each country or region (only for countries where they are currently doing business or are considering doing so).
2) The value in each cell is the response rate for each item for population size (n) for each country or region (= number of responses for each issue / n).

3) Highlighted cells indicate issues with 20% or greater response rate. Cells with a bold number indicate the issue with the biggest response rate for each country or region and cells with an italicized
number indicate the issues with the second largest response rates.

4) “Other” countries and regions (open response column) only shows countries and regions where the number of respondent firms is 5 or more. Each regional total includes countries and regions mentioned

in “Other” (open response column), which are considered to be part of each respective country or region.
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5. Utilization of digital technology

- loT most influential digital technology for large-scale firms, EC for
SMEs. EC most widely used for overseas business -




Utilization of digital technology: Viewpoints on digital technology
p

About half say digital technology has large impact, 30% say impact is unclear

Nearly half (48.7%) of firms responded that “there is digital technology with a big impact” on their firms’ business over the
mid- to long-term (5 to 10 years) going forward. Meanwhile, 30.3% of firms responded that they “don’t know” about the
impact. Only 13.6% of firms responded that “there is no particular digital technology with big impact.” By industry,
“communication, information & software,” “finance & insurance,” “electrical equipment,” and “precision equipment” in
particular had high rates of response for “there is digital technology with a big impact.”

Viewpoints on digital technology Viewpoints on digital technology (by industry) *)
. . ight now
(total, by firm SIZG) (%) . JThereis no anttl:sov;
0.0 20.0 40.0 60.0 80.0 Thereis particular | ifthereis a

I Number of digital

technol CHIE el No answer
—m firms | ha g%y technology | technology
There is digital technology with a big — impact withabig | withabig
impact 63.4 impact |impact on our

45.3 business

Total 3,195 48.7 13.6 30.3 7.3
1 Manufacturing 1,748 48.6 14.0 30.4 7.0
. ) o 13.6 Food & beverages 446 388 119 377 11.7
There is no p?rélcut:?f digital technology 98 Textiles/clothing 105 533 105 2756 86
with a big impact = Wood & wood products/furniture
: i 14.5 &building materials/paper & pulp > 298 228 38.6 88
: Chemicals 95 45.3 12.6 36.8 53
Right I don't ki Medical products & cosmetics 70 514 15.7 257 7.1
Ight now 1 dont kKnow Coal & petroleum
!f ther? Isa digital technolqu products/plastics/rubber products 9 430 161 37.6 82
with a big impact on our business 328 Total (n=3.195) Ceramics/earth & stone ES 186 171 %57 86
- otal (n=3, E
] ’I)rr%r:jfcfsteellnon ferrous metals/metal 176 511 176 278 34
O Large-scale firms General machinery 158, 58.9 95 25.9 5.7
No answer (n=604) Electrical equipment 89 62.9 23.6 124 11
T SMEs (n:2’591) gzc;s;;:m;t/;el:;tmtnic part:t%devices 63 65.1 15.9 15.9 32
car parts/other transportation 98 55.1 112 25 71
machinery

isi L 61 60.7 6.6 26.2 6.6
Note: The population size is the total number of respondent firms. Other manufacturing 202 475 15.8 30.7 5.9
Non-manufacturing 1,447 48.9 131 30.3 7.7
Trade/wholesale 681 42.3 14.8 35.7 7.2
Note: The digital technology that is the subject of this survey Retail 123 439 114 317 130
« o 9 : : Construction 110 40.9 16.4 345 8.2
refe_rs: to, “new digital te_chnologles or busmesg n_lethods_ Tranenon o e h 55 S
utilizing such technologies that can change existing business Finance/insurance 72 708 69 111 111
practices,” including electronic commerce (EC), robots, 3D gr‘;’;‘er‘s‘;:;'ﬁztl'ggr'v':‘cfe";m"’“&S°“Ware = == == = =
printers, 10T (Internet of Things), big data, artificial intelligence Other non-manufacturing 207 517 121 280 82

(Al) and ﬁnanCial teChn0|Ogy (FinteCh). Notes: 1) The population size is the total number of respondent firms. 2) Highlighted cells indicate the top five

industries with the highest response rates for each item. Bold numbers indicate items with the highest response rate
for each industry.



Utilization of digital technology: The technologies with the biggest impact

Ve

Digital technologies with biggest impact: 10T for large-scale firms, EC for SMEs

.

When we asked which digital technology had the biggest impact on their firm’s business, the answers
were in the order of electronic commerce (EC, 32.1%), 10T (20.3%), robots (14.6%), and artificial
intelligence (Al, 13.9%). The trends differed by size of firm, with the following order for large-scale
firms, 10T (28.5%), EC (20.4%), Al (15.1%) and financial technology (13.1%). For SMEs, EC
(35.9%) was by far the highest, followed by loT (17.6%), robots (16.1%) and Al (13.5%).

(Total)
(%
0.0 20.0 40.
| EC I 321
loT
Robots

Al

3D printers 5.1

FinTech 4.8

Big data 4.6
other B 1.3 Total (n=1,557)

No answer 3.3

Digital technologies with the biggest impacts

0.0

(Large-scale firms)

(%)

20.0 40.0

loT
EC
Al
FinTech
Robots
Big data
3D printers
Other

No answer

3.9

28.5

Large-scale firms (n=383)

0.0

(SMEs)

)
20.0 4 6)

| EC I
loT

Robots

Al

3D printers

Big data

FinTech

Other

No answer

14
31

SMEs (n=1,174)

Note: The population size is the total number of firms that responded “there is a digital technology with a big impact.”
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Utilization of digital technology: The technologies with the biggest impact
i EC, 10T, robots have biggest impact for manufacturing,

N EC, Al 10T for non-manufacturing

Looking at the responses to “the digital technology with the biggest impact” by industry, the highest responses in manufacturing were in the order of EC, 10T,
robots, and Al. Meanwhile, for non-manufacturing the order was EC, Al, 10T, and robots, with Al higher than in manufacturing. Looking at the main
industries with higher response rates, EC ranked high for non-durable consumer goods (medical & cosmetics, food & beverages, textiles & clothing), and
distribution; 10T ranked high for manufacturing of machinery and transportation machinery; robots ranked high for wood & wood products etc., iron, steel &

metal products, transportation machinery, and transport: Al ranked high for communication, information & software and professional services.

(%) - - - -
0.0 20.0 40.0 Technologies with the most impact (by industry) %)
‘ : : 'f\:(: & EC robots  |3D printers loT Big data Al FinTech Other No answer
EC 30.3 i
Total 1,557 321 146 51] 203 46 139 48 13 33
loT 25.2 Manufacturing 849 303 187 6.9 252 34 100 09 07 38
Food & beverages
Robots g 173 52,0 225 0.6, 92 12 8.1 23 00 40
Textiles/clothing 56 50.0 54 125 10.7 00 54 18 1.8 125
Al p
Wood & wood products/fumiture 17 204 412 00 118 59 118 00 00 00
; &building materials/paper & pulp
3D printers Chemicals 43 256 18.6 47 233 7.0 116 23 00 7.0
Big data Medical products & cosmetics 36 63.9 28 56 56 28 16.7 00 00 28
Coal & petroleum
. ! J 12. 10. 27. ) 1 X ) 2.
FinTech products/plastics/rubber products 0 i S 0.0 5 00 50 00 00 5
oth Manufacturing Ceramics/earth & stone 17 294 176 294 118 00 59 00 00 5.9
er ( n_849) Iron & steel/non-ferrous metals/metal %0 211 278 10.0 278 23 78 00 00 22
N products ) i ) ) ) ) i ) )
0 answer 3.8 General machinery 93 54 237 43 441 54 108 00 2.2 43
(%) Electrical equipment 56 89 8.9 36 53.6 71 16.1 00, 00 18
0.0 20.0 40.0 IT equipment/electronic parts & “ 73 98 49 . 73 146 24 24 24
; - - devices
34.3 Cars/car parts/other transportation 54 74 259 93 407 37 74 19 19 19
machinery
Precision equipment 37 189 189 54 297 00 243 00 00 2.7
Other manufacturing % 36.5 16.7 146 16.7 52 73 0.0 1.0 21
b Non-manufacturing 708 34.3 9.6, 3.0 14.4 59 186 95 2.0 2.7
R
obots Trade/wholesale 288 51.4 73 56 146 42 83 42) 14 31
FinTech 9.5 Retail 54 59.3 74 19 111 37 130 00, 00| 37
Big data Construction 45 89 178 22, 244 8.9 24.4 0.0 6.7 6.7
] Transport 36 306 250 00, 56 56 222 00, 8.3 28
3D printers 30 Finance/insurance 51 00 39 00, 00| 00 39 90.2 00 20
Other M 2.0 Non-manufacturing Communication, information & software 81 1438 62 0.0, 210 8.6 42,0 37 25 12
— Professional services
No answer 27 (n=708) ‘ 46 217 43 2.2 130 13.0 39.1 2.2 00 43
Other non-manufacturing 107 243 159 19 168 8.4 26.2 47 19 00
Note: The population size is the total number of firms that Notes: 1) The populatoin size is the total number of firms that responded, “there is digital technology with a big impact.” 2) Highlighted cells indicate technologies with the

highest response rates for each industry. Bold numbers indicate industries with response rates above the overall average for each technology.

responded that, "there is a digital technology that has a big impact." Copyright (C) 2018 JETRO. All rights reserved



Utilization of digital technology: Advantages of utilizing digital technology q

Different advantages of utilization, depending on the digital technology

J

When we asked about the advantages of using the digital technologies with the biggest impact, it was
revealed that the respondents saw different advantages for different technologies: the biggest perceived
advantages of using EC is for “marketing and sales”, 10T for “quality stabilization, improvement”,
robots and Al for “dealing with rising wages and labor shortages”, 3D printing for “improving
efficiency, optimizing operations”, and big data and Fintech for “creation of new products etc.”

Advantages of utilizing digital technology (by technologies with the biggest impact, total)

(Multiple answers, %)

. i Multiple answers, %)
(Multiple answers, %) (Multiple answers, %) ( 00 200 400 60.0 80.0
00 200 400 600  80.0 00 200 400 600 80.0 . - A - :
00 200 400 600 800 ) ‘s : : : PP
Marketing & sales 67 I Rising wages, labor shortage — 71140 Improving efficiency, optimizing operations 713 Quality stabilization, improvement
[ R RS G 294 Quality stabilization, improvement 63.4 reation of new products etc, Improving efficiency, optimizing operations
Creation of new products etc 326 Improving efficiency, optimizing operations Individual customer needs 375 Creation of new products etc,

Individual customer needs

Succession of expert technique Quality stabilization, improvement 325

Lower entry barriers

Rising wages, labor shortage Creation of new products etc, Marketing & sales Marketing & sales

Quality stabilization, improvement Marketing & sales Succession of expert technique Succession of expert technique

Improving efficiency, optimizing operations Individual customer needs Rising wages, labor shortage Rising wages, labor shortage

Succession of expert technique Lower entry barriers Lower entry barriers Lower entry barriers

Don't know Other Don't know Other
Other Low advantage | 0.4 Robots Low advantage Low advantage
Low advantage EC Don't know | 0.0 (n=227) Other 3D printers Don't know
(n=500) (n=80) No answer
No answer Noanswer § 2.2 No answer
- Multiple answers, %) (Multiple answers, %)
(Multiple answers, %) (
Q0 200 400 600 80.0 0.0 20.0 40.0 60.0 80.0
0.0 20.0 400  60.0 80.0 /| A ! X . A L .
Creation of new products etc 60.6 I Rising wages, labor shortage — 50.7 I Creation of new products etc‘l 64.0

Quality stabilization, improvement 47.0 Quality stabilization, improvement
419 Individual customer needs

40.6 Marketing & sales

arketing & sales 59.2

57.7 Creation of new products etc,

Individual customer needs

Quality stabilization, improvement Improving efficiency, optimizing operations

Improving efficiency, optimizing.. Individual customer needs Improving efficiency, optimizing operations

Succession of expert technique Succession of expert technique Rising wages, labor shortage

Rising wages, labor shortage Marketing & sales Lower entry barriers
Lower entry barriers Lower entry barriers Succession of expert technique
Low advantage Other Other
Don't know . Low advantage Al Low advantage | 0.0 FinTech
other | o, Blg_data Don't know (n=217) Don't know | 0.0 (n=75) . o
o (n=71) No answer Noanswer Wl 2.7 Notes: 1) The population size is the total number

No answer

of firms that responded that the respective
technology had the biggest impact for them. 2)
Please see the reference material (p.55) for the
original expressions of the choices.
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Utilization of digital technology: Obstacles of utilizing digital technology

Obstacles of utilizing digital technology are

“lack of personnel” and ““cost of installation and operation” )

[ 35)

non-manufacturing).

When we asked about obstacles for the use of digital technologies that had the biggest impacts, “lack of personnel” and “the cost of
installation and operation” were the two dominant issues mentioned among all technologies. The 3rd issue for all technologies other than
Fintech was “lack of outside partners.” There were similar trends when observing the results by firm size and sector (manufacturing and

Obstacles of utilizing digital technology (by technologies with the biggest impacts, and total)

(Muliple answers, %) (Mutple answers, %) (Mutiple answers, %)

00 00 400 600 00 00 00 60 800 L N U

800

(Mutile answers, %)
00 200 400 600 800

Cost of installation and operation

Lack of personnel A Cost of installaion and operation

Cost of installation and operation Lack of personnel

Lack of personnel

Tack of oUlside partiers Lack of outside parners Lack ofoutside parrers

Insufficient infrastructure Technology still developing 167 Teehnologysil devloping

Information leak risk Insufficient infratructure No rganization o consult

No organizations to consult No organizations to consult Dont know

Regulations, uncertainty in operation Information ek risk Canotgen undersanding vithin i

Cannot gain understanding within firm Camnot gain understanding within fim Informaion lezk isk

Technology still developing Regulations, uncertainty in operation Insufficient infrastructure

Don't know Dont know Other
Low advantage for use Low advantage for use Rabots Regulations, uncertainty in operation 3D priners
Other Other (=227) Low advantage for use (0=80)
No answer No answer No answer
(MUTRE answers, %) (Mutple answers, %)
00 00 400 60.0 0;0 200 400 600 (Mutipe amWEfS-”/ﬂﬁ)UO

. . 00 200 400

Lack of personnel 76 ‘

Lack of personnel

Lack of personnel
Cost of installation and operation

Lack of outside partners

0stof installation and operation 535
Lack of outside partners

Cost of installation and operation

Insufficient infrastructure

Information leak risk Technology still developing

7 Regulations, uncertainty in operation %7
Insuffcient infrastructure No orgnizetions o consult Information leak risk
No organizations to consult Iformaion zk i Technology stilldeveloping
Technology stilldeveloping Iufficent nfrastucure No organizatons o consult
Regulations, uncerainty in operation Cannot gainunderstanding withinfim Canot gain understanding within firm
Cannot gain understanding within fim Requletons, ncerainty in oereton Lack o utsde pters
Dont know Dont know Dont know

Otter Low advrtage foruse Otrer FinTech

l Other Low advantage for use (79

Low advantage for use | 0.0 d
No answer No answer No answer 53

Lack of personnel 636

Costof installation and operation

Lack of outside partners
Insufficient infrastructure
Technology still developing
Information leak risk

No organizations to consult

Cannot gain understanding within firm
Regulations, uncertainty in operation
Other

Low advantage for use
Dontt know

No answer

Notes: 1) The population size is the total
number of firms that responded that the
respective technology had the biggest impact for
them. 2) Please see the reference material (p. 55)
for the original expressions of the choices.
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Utilization of digital technology: Status of utilization of digital technology

EC as most popular technology to use in overseas business

Utilization of digital technology by overseas business (total)
(Multiple responses, %)

Regarding the utilization of the digital technologies in 0.0 50 100 150 200
overseas business, the percentage of firms choosing Flectronic commerce [72] | |
“EC” was the largest (17.8% in total, combining o7

“utilizing” and “considering utilization™), followed by (Imemetof Thinge)

IoT (5.7%), and robots (4.5%). In the use of other Robos ST
technologies, for loT, robots, Al, and big data in Big data [0 commerce (EC): }
- - - 0,

particular, there were more than 5% points difference et tigne L%
between large-scale firms and SMEs. (A1) (n=3,195)
3D printers I ‘
4%
Crowdfunding || B Utilizing O Considering utilization

Utilization of digital technology by overseas business (SMES)

(Multiple responses, %)

Utilization of digital technology by overseas business (large-scale firms)
(Multiple responses, %)

0.0 5.0 10.0 15.0 20.0 0.0 5.0 10.0 15.0 200
Electronic Electronic
commerce(EC) | | commerce(EC) | 10.7 |
loT loT
(Internet of Things) | | (Internet of Things) m

Robots | m | Robots m
0.2
Big data | | Big data

Atrtifical intelligence - | Avrtifical intelligence T
(D (AD

(n=604)

3D printers 3D printers

i Crowdfundin
Crowdfunding E‘ O Utilizing O Considering utilization 9
0.5

Notes: 1) “Overseas businesses” includes those that use the relevant technology in overseas bases, as well as for cross-border EC, collection and analysis of data from overseas, and to raise funds for business goals oversea. 2) The

population size is the total number of respondent firms. Therefore, firms other than those who responded “currently utilizing,” or “considering utilization” include those who did not respond to this question. 3) Firms that

responded both, “currently utilizing” and “considering utilization” were classified as “currently utilizing.” 4) Because there are many types of financial technology, this question asked about crowdfunding as one example of
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Utilization of digital technology: Status of utilization of digital technology

Ve

China ranked first as a country for utilization of all technologies listed

[ 37

Looking at the countries and regions where firms (intend to) utilize digital technology in overseas business, the largest number
of firms responded with China for electronic commerce (EC), while ASEANG6 was the highest for the other technologies. By
country, China was at the top for all technologies.

(Multiple responses, %)

0 20 40

60

[china_jm— , |

ASEANG6 [ 7] 36.6
us | 29.9
Taiwan 23.7
19.7

Hong Kong

Singapore 15.6
Thailand 149
Western Europe 14.8 EC
Vietnam 127 (n=569)
Korea 9.3

Malaysia 8.1

0
ASEANG [ 71433
333
us 233
Thailand 21.7
Singapore 16.7
Indonesia 14.2
Vietnam 13.3
Western Europe 10.8 Big data
Taiwan 9.2 (n=120)
Philippines 8.3
Hong Kong 6.7

(Multiple responses, %)
20 60

ASEANG

Thailand

us

Singapore
Hong Kong
Vietnam
Western Europe
Taiwan
Indonesia

India

Countries and regions where firms utilize digital technologies (total)

(Multiple responses, %) (Multiple responses, %)
0 20 40 60 0 20
ASEANG6 ‘ ‘ | 49.5 ASEANG6 149.7
China 34.6 42.1
us 275 Thailand 24.5
Thailand 26.4 us 217
Western Europe 15.9 Vietnam 16.1
Vietnam 132 Indonesia 147
Singapore 12.6 Taiwan 8.4
Indonesia 126 loT Malaysia 1 Robots
Taiwan 121 (n=182) Mexico 7.0 (n=143)
Korea 11.0 Western Europe 7.0
Malaysia 11.0 Korea 6.3
(Multiple responses, %) (Multiple responses, %) .
) (Multiple responses, %)
%0 4‘0 60 ‘ %O 4‘0 60 0 20 40 60
41.3 ASEAN6 T 1 36.6 ASEANG i : : 149.1
34.6 31.0 China 345
23.1 us 23.9 Thailand 23.6
22.1 Thailand 16.9 us 23.6
16.3 Vietnam 14.1 Singapore 16.4
14.4 Indonesia 12.7 Vietnam 145
14.4 o Western Europe Taiwan 12.7
135 Artl_f|C|aI Singapore 3D Jestern Europe 9.1 Crowdfunding
135 intelligence Taiwan . Indonesia 9.1 (n=55)
. printers
10.6 (AI) Ma|ay3|a (n=71) Korea 7.3
5.8 (n:104) India India 7.3

Notes: 1) The population size is firms that responded that they are “currently utilizing” or “considering utilization” of digital technology in their overseas
business. 2) The top 10 countries or regions and ASEANG are listed. 3) ASEANSG refers to the total of six countries- Singapore, Thailand, Malaysia, Indonesia,

the Philippines, and Vietnam (excluding duplicate firms). 4) Countries or regions that have the same response rate have the ame ranking.
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Utilization of digital technology: Advantages of utilizing EC

[ 38

p
\ J
When we asked respondents that are “currently utilizing” or “considering utilization” of EC in their overseas business
about the advantages of using EC, “increase in sales” (75.4%) was the top answer, followed by “can target broader
customer segments than in the past” (65.0%), and “can sell in more countries and regions” (62.2%). Looking at the
answers by firm size, SME response rates were higher than those of large-scale firms for five choices, including

“increased sales.”
Advantages of using EC (total, by firm size) ~ Advantages of using EC (total, by industry)

(Multiple responses, %) _ (Multiple responses, %)

0.0 20.0 40.0 60.0 80.0 100.0 Broader || Soes Ml o Raise Hear Obtain .
‘ ‘ ‘ ‘ No. of Increase more Diversify , Low price,

N X customer X brand |customers' customer | .
. firms in sales countries/ {approaches direct sales
Increase in sales segments - awareness |  needs data
Total 569 75.4 65.0 62.2 49.6 34.8 313 265 216
Cansgr%eetn?s“t’ﬁggrb‘;ﬁ‘;mer Manufacturing 327 78.6 64.5 61.2 486 336 321 26.9 217
Food & beverages 76 85.5 67.1 64.5 51.3 39.5 36.8 26.3 21.1
COCr{atf:_zg ';r']fé ?;Of_g - Textiles/clothing 33 87.9 72.7 63.6 60.6 455 124 24.2 18.2
untr |
9 Chemicals 10 80.0 80.0 70.0 70.0 20.0 50.0 40.0 40.0
Can diversify approaches Medical products & cosmetics 29 96.6 75.9 72.4 69.0 51.7 24.1 27.6 10.3
to consumers oal etroleum products

o ety 25 92.0 68.0 68.0 40.0 24.0 16.0 120 28.0
Raise brand awareness e oo 26 80.8 53.8 57.7 50.0 385 346 26.9 26.9
of own firm General machinery 14 64.3 50.0 28.6 28.6 21.4 28.6 21.4 50.0
Can hear customers' needs Electrical equipment 16 56.3 62.5 50.0 31.3 125 18.8 31.3 25.0
dlreCtly from them IT equipment/electronic parts & devices 11 72.7 54.5 455 27.3 18.2 18.2 36.4 18.2
Obtam detalled Cars/car parts/other transportation machinery 23 435 478 609 348 174 261 348 261
customer data Precision equipment 11 81.8 63.6 45.5 18.2 27.3 27.3 63.6 27.3
Can sell directly at h Other manufacturing 41 70.7 63.4 58.5 58.5 36.6 415 19.5 9.8
lower price than b):afore Non-manufacturing 242 71.1 65.7 63.6 50.8 36.4 30.2 26.0 21.5
123 Trade/wholesale 136 713 66.9 61.8 515 35.3 316 2238 14.7
Other :]14'83 B Total(n=569) Retai 7 738 69.0 76.2 524 405 26.2 26.2 26.2
17 O Large-scale firms Transport 11 72.7 36.4 54.5 27.3 18.2 18.2 27.3 27.3
Noanswer | 32 o ér,\‘;éi%: 150) Communication, information & softward 20 85.0 75.0 75.0 40.0 25.0 35.0 30.0 40.0
07 Other non-manufacturing 20 60.0 65.0 50.0 70.0 55.0 35.0 30.0 30.0

Note: The population size is the number of firms that responded

that they are currently utilizing electronic commerce (EC) in
their overseas businesses or are considering utilization.

Notes: 1) The population size is the number of firms that responded that they are currently utilizing or considering utilization of electronic commerce (EC) in their overseas business.
2) Highlighted cells indicate items that received 60% or higher response rates. 3) Only industries with 10 or more firms are listed.
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6. Utilization of free trade agreements (FTAS)

- Among firms that export to EU, 52.1% are considering using Japan-EU
EPA -




Utilization of free trade agreements (FTAs): Status of use of FTA in Japan (all FTA)

40

J
Among firms that export to countries with which Japan has concluded FTAs, 44.9% use FTAs with one or more
countries, about the level with the previous year. Large-scale firms’ usage is 63.5%, an increase of 6.4 percentage
points over the previous year. By industry, “cars/car parts/other transportation machinery” was the highest at 73.4%.
Utilization rates for Japan’s FTA in effect Status of use of FTA by industry (total for all FTA) )
0
(%) Using or Not using
100 considering No tariff
using imposed or
O Not using FTA No. of ST P——— using a scheme
%0 firms ently | Consicering ther than FTA
234 [25.4] |[254] | foroterreasons using | using for it
reduction or
80 exemption
T : o = [—— 7 == Total 1,347 69.0 44.9 24.1 31.0 7.9
: . 1791 ] :
70 5; j ;55 8 No tariff Large-scale firms 315  78.7| 635 52| 213 57
""" imposed or using |SMEs 1,032 66.0 39.2 26.7 34.0 8.6
60 ascheme other  [Manufacturing 910 71.9 485 23.4 28.1 6.9
sl I thar FTA for Food & beverages 12| 686] 47.7] 209| 314 6.4
. 7 riff reduction - -
50 or exemption Textles/clothing 3B 743| 371 371| 257 2.9
O Considering Chemicals 67 70.1| 522 179| 299 10.4
40 using Medical products & cosmetics 46 76.1 45.7 30.4 239 2.2
Coal & petroleum products/plastics/rubber products 49 87.8 67.3 20.4 12.2 4.1
30 Iron & steel/non-ferrous metals/metal products 87 79.3 54.0 25.3 20.7 57
General machinery 112 66.1 44.6 21.4 33.9 8.9
20 45.1 44.9 »l392 B Currently using Electrical equipment 54 68.5 50.0 18.5 315 5.6
. - IT equipment/electronic parts & devices 32 469 34.4 125 53.1 219
10 I Cars/car parts/other transportation machinery 64 85.9 73.4 125 14.1 3.1
Precision equipment 43 65.1 37.2 27.9 34.9 14.0
. Other manufacturing 108 75.0 435 315 25.0 4.6
~ =] eg n~g | ez ~ Non-manufacturing 437 629| 375| 254| 371 10.1
2% =5 8§ 84 8% =8 Trade/wholesale 307  671| 450| 221| 329 107
SySY ZE zeE g Y Construction 32| 88| 281| 406 313 9.4
L c L L Other non-manufacturing 36 52.8 222 30.6 47.2 11.1
Total Large-scale firms SMEs Notes: 1) The population size is the industries with 30 or more firms only.

Note: The population size is the number of firms exporting to any one or more
of the subject countries or regions

2) Highlighted cells indicate top five industries.
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Utilization of free trade agreements (FTAs): Status of use of FTA in Japan (by FTA)

Ve

More than 50% of firms exporting to EU consider using Japan-EU EPA

FTA with Thailand is the most commonly used FTA for exports (409 firms, usage rate of 46.7%), followed by other
ASEAN countries, including Indonesia (239, 41.3%), Vietnam (212, 32.8%), and Malaysia (160, 29.3%). There were
no major changes in the trends from the previous year. More than half, 52.1% (113 firms) of firms responded they are
considering using the Japan-EU EPA, the negotiation of which was finalized in December 2017.

1000 (%) Utilization rates of FTA by partner country or region
. b O Not using FTA
90.0 1| 533 EU”'SSU'ed (other reasons)
' : 27.0 :
214112801 1316|318 | 330|339 ||322] 323|322 2841 a3
80.0 - i
8.3 =103 |
70.0 - 80 || 6.9 4o 54 1 i
99 | |104 || 77 81 | - "o | 4.3 1 o No tariff
, A1 i .
600 |, ¢ 91 |]134 25.0 ! imposed or
23.8 | using a scheme
50.0 ! other than FTA
i for tariff
40.0 | reduction or
i exemption
30.0 ! O Considering
11 52.1 using
20.0 !
10.0
00 I N ® Currently using
o
YA
>
&
&
&

Notes: 1) The population size is the number of firms exporting to the subject countries and regions. 2) Firms are listed from the left in order of
highest exports to the relevant countries and regions.
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Utilization of free trade agreements (FTASs): Practical use of FTA

Awareness of self-certification system, firms using FTA at 50%

[ 42

J

About half of the firms that use FTAs responded that they are aware of the “self-certification of origin system” being used in the
certificate of origin system in the Japan-EU EPA and TPP. About 30% of firms that use FTAs responded that they “have not heard” of the

“verification system” to check appropriateness of use of FTA by customs in importing countries.

All
respondent
firms

Awareness of Self-certification System %)
0.0 20.0 40.0 60.0

Know about (self-certification system)

Have heard of it but don't know details 33.9

Haven't heard of it 26.5
ot :]39,3

1 163 B Total(n=3,195)
Noanswer | [142
[iiie] 16.8

O Large-scale firms (n=604)
Note: The population size is the total number of respondent firms.

© SMEs (n=2,591)

Awareness of Verification System (%)
0.0 20.0 40.0 60.0

Know about (verification system)

Have heard of it but don't know details
Haven't heard of it

Noanswer | 147

31.3

@ Total(n=3,195)
O Large-scale firms (n=604)

17.2
178 msmes (n=2500)

Firms using
or
considering
using FTAs

1

@ Total (n=929)

O Large-scale firms (n=248)
O SMEs (n=681)

Know about (verification system)

Have heard of it but don't know details

Haven't heard of it

2] 374

® Total(n=929)
O Large-scale firms (n=248)
B SMEs (n=681)

Firms using
FTAs

0.0 20.0 40.0 %0.0

Haven't heard of it

e ’ B Total (n=605)

O Large-scale firms (n=200

35
No answer |_] 4.0
132 @ SMESs (n=405)
Note: The population size is the number of firms using FTAs for exports.

Know about (verification system)

Have heard of it but don't know details

Haven't heard of it

6.8
Noanswer | __[55
] 7.4

Note: The population size is the number of firms using FTAs Er expar

& Total (n=605)
O Large-scale firms (n=200|
O SMEs (n=405)
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Utilization of free trade agreements (FTAs): Cost reduction using FTA

Nearly 70% realize cost reductions by using FTA for exports

J

J

Asked whether there were any perceived cost reductions (see Note) resulting from the use of FTAs for exports, 43.1%
responded, “there is cost reduction, and there is some idea as to the amount,” and 27.6% responded, “there is cost
reduction, but the amount is not known.” On the other hand 10.4% responded, “no perceived cost reduction,” and

that ratio was higher among SMEs.
*Note: Refers to increased export competitiveness due to elimination of tariffs, and reduction of procurement costs due to elimination of tariffs.

Cost reductions due to FTAs (by firm size) Cost reductions due to FTAs (by industry)

(%)
% : :
( ) There is cost reduction There is no
0.0 20.0 40.0 60.0 There is cost Therei o cost No
. L L No. of reduction, and d er.e 'S;j’s h reduction, | perceived Don‘t k N
firms there is some re uctlon,_ B3 but there cost on'tinow No answer
) . 43.1 ideaas tothe | 2MOUNtISNOL oreingirect| reduction
There is cost reduction, and there 48,5 amount known benefits
is some idea as to the amount '
40.5 Total 605 I 70.7 43.1 27.6 8.3 104 7.8 2.8
Large-scale firms 200 815 48.5 33.0 6.0 6.0 3.5 3.0
SMEs 405 65.4 40.5 24.9 9.4 12.6 9.9 2.7
) ) 216 Manufacturing 4411 719 431 28.8 7.5 10.4 7.7 2.5
There is cost reduction, but the 33.0
amount is not known 7 . Food & beverages 82, 68.3 39.0 29.3 9.8 12.2 9.8 0.0
S :‘ 24.9 Textiles/clothing 13, 77.0 46.2 30.8 15.4 0.0 0.0 7.7
There are cost Wood &wood products/furiture 8| 100.0 75.0 25.0 0.0 0.0 00, 00
reductions: total &building materials/paper & pulp
8.3 20 70/‘ Chemicals 35 771 457 31.4 8.6 8.6 2.9 2.9
There is no cost reduction, but 6.0 L7D Medical products & cosmetics 21, 80.9 23.8 57.1 9.5 9.5 0.0 0.0
there are indirect benefits ~ |_1_~ Coal & petroleum
i 94 products/plastics/rubber products 33 697 424 273 6.1 152 6.1 30
Iron & steel/non-ferrous metals/metal 47 639 36.2 277 43 10.6 14.9 6.4
products
10.4 General machinery 50, 54.0 26.0 28.0 8.0 20.0 12.0 6.0
No perceived cost reduction 6.0 Electrical equipment 27, 74.0 48.1 25.9 18.5 7.4 0.0 0.0
08090 126 T e_qmpment/electromc parts & 111 728 455 273 91 0.0 18.2 0.0
R m Total devices
(n=605) Cars/f:ar parts/other transportation 47! 89.4 66.0 234 21 6.4 21 0.0
machinery
Precision equipment 16; 68.8 43.8 25.0 6.3 12.5 12.5 0.0
Don't know o Is_ce;;%elzi s Other manufacturing 47, 744 48.9 25.5 4.3 8.5 8.5 4.3
(n=200) Non-manufacturing 164; 67.7 43.3 24.4 10.4 10.4 7.9 3.7
Trade/wholesale 138 70.3 44.9 25.4 11.6 6.5 7.2 4.3
0 SMEs Retail 5 40.0 20.0 20.0 20.0 40.0 0.0 0.0
S Construction 9| 666 44.4 222 00 333 00 00
No answer Other non-manufacturing 8/ 50.0 25.0 25.0 0.0 37.5 12.5 0.0
Notes: 1) The population size is the number of firms using FTAs for exports. Only industries with five or more firms are shown.
2) Highlighted cells are industries that are the top five ratios for each factor.

Note: The population size is the firms using FTAs.
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7. Utilization of foreign personnel

- About half of firms employ foreign employees, and the growing need
for foreign executives Is expected in the mid- to long-term -




Utilization of foreign personnel: Foreign employees in offices in Japan

About half of firms employ foreign staff

45.4% of the firms surveyed are currently employing foreign employees in offices in Japan, a ratio similar to that of
last year. While the percentage of large-scale firms “currently hiring foreign employees” was 72.7%, such SMEs
accounted only 39.1%. Among firms with foreign employees, the percentage of firms answering that they are working
as "general office staff" was the largest (50.3%), followed by "general plant staff* (40%) and "engineers" (24.1%).

Hiring of foreign employees
(Total, comparison over time)

Currently hiring foreign employees

FY2014

(n=2,995)
Currently not hiring foreign
employees, but considering hiring OFY2015
them in future (in next 3 years or so) (n=3,005)
OFY?2016
(n=2,995)
7 // BWFY2017
: , % . (n=3,195)
Currently not hiring foreign o : nnns :
employees, and not considering B R :
hiring them in future (in next 3 years
or s0)
33.6

Note: The population size is the total number of respondent firms.

Hiring of foreign employees
(Total, by firm size)

(%)

0O 10 20 30 40 5 60 70 80

Currently hiring foreign employees 72,7

Currently not hiring foreign employees, but
considering hiring them in future (in next 3 7.6
years or so)

& Total
(n=3,195)
O Large-scale firms
336 (n=604)
Currently not hiring foreign employees, and O SME:
not considering hiring them in future (in next 14.7 - S
3 years or s0) (n=2591)
| 380

Note: The population size is the total number of respondent firms.

Position of foreign employees
(Total, by firm size)

(Multiple answers, %)
0 20 40 60 80

President B Total (n=1,451)

O Large-scale firms
(n=439)

OSMEs (n=1,012)

Board director, including
outside director

Management-level in
administrative work
(such as sales)

Management-level in
engineering
(such as production) | 5.

Reseacher in research and
development

Engineers (with specialized
engineering knowledge)

General plant staff |

General administrative staff

Note: The population size is the number of firms answering “currently
hiring foreign employees."
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Utilization of foreign personnel: Career development for locally hired personnel in overseas bases

Ve

70% of firms with overseas bases promote local hire

[ 46

About 70% (67.8%) of firms that have overseas bases promote local hires to executive positions (president, board
director, management-level employee, researcher in research and development). Combined with firms that are
considering promoting local hires in the future, 74.7% of firms have a plan to promote locally hired staff. The most
common position for promoting local hires is management-level employee in administrative work (79.0%).

Promotion of locally hired personnel in
overseas bases (Total, by firm size)

(%)
0 20 40 60 80 100

Locally hired personnel among

executives 823

| 608

6.9
Currently none of the executives are
locally hired personnel, but
considering promoting them to
executives in future (in next 3 years

or s0) B
s 8.7
i B Total
(n=15501)
10.6 O Large-scale

Currently none of the executives are firms (n=491)
locally hired personnel, and not
considering promoting them to

executives in future (in next 3 years

or so)

9.2 B SMEs

(n=1,010)

|us

Note: The population size is the number of firms with
overseas bases.

Promotion of locally hired personnel in
overseas bases (Total, by industry)

(%)
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67.8]

Locally hired personnel among

executives 0.6

Currently none of the executives are
locally hired personnel, but
considering promoting them to
executives in future (in next 3 years

or s0)
mTotal
(n=1,501)
10.6 O Manufacturers
Currently none of the executives are (n=857)
locally hired personnel, and not
considering promoting them to 8.8 = Non-
executives in future (in next 3 years manufacturers
or so) (n=644)

Note: The population size is the number of firms with
overseas bases.

Promotion of locally hired personnel in

overseas bases (Total, by firm size)
(Multinle answers, %)
0 20 40 60 80 100

B Total
28.5
(n=1,018)

President 35.4

23.9 O Large-

Bt scale
firms
(n=404)

B SMEs
(n=614)

40.3

Board director, including outside
director

79.0

Management-level in
administrative work (such as sales)

49.7

Management-level in engineering

(such as production) 8.7

Researcher in research and
development

Note: The population size is the number of firms that
have locally hired personnel among executives.
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Utilization of foreign personnel: A mid- to long-term need for foreign personnel q

Growing need for foreign executives expected in the mid- to long-term

In offices in Japan, a need for foreign executives is likely to increase mainly among large-sale firms. Asked which job categories there is
expected to be an increased need for foreign employees in the mid- to long-term (about five to 10 years), within the executive tier, the
percentage of firms answering with "management-level employee in administrative work™ was the largest (29.4%), followed by
"researcher in research and development" (18.8%), "management-level employee in engineering” (16.4%) and "board director, including
outside director" (9.6%).

Positions with a high demand in the mid- to long-term for foreign Positions with a high demand in the mid- to long-term for foreign
personnel (offices in Japan) (Total, by firm size) personnel (overseas bases) (Total, by firm size)
(Multiple answers, %) (Multiple answers, %)
0 10 20 30 40 50 60
L L L L L 0 10 20 30 40 50 60 70 80 90
25 ‘ : : ‘ ‘ ‘ ‘ ‘ ‘
President ! 20 ® Total (n=1,795) 221 m Total (n=1,194)
2 26

O Large-scale firsm (n=393) President 257  OLarge-scale firms (n=354)

206 B SMEs (n=840)

16 OSMEs (n=1402)

Board director, including outside director

36.3
Management-level in administrative work

(such as sales) Board director, including outside director 52.0

Management-level in engineering
(such as production)

67.8
Management-level in administrative work
81.9
(such as sales)

Researcher in research and development

Engineers (with specialized engineering knowledge) Management-level in engineering

(such as production)

General plant staff

36.3 Researcher in research and development

General administrative staff 52.2
Note: The population size is the number of firms that answered they would have a higher demand Note: The population size is the firms that answered they would have a higher demand

for foreign personnel in the mid- to long-term. for locally hired personnel in the mid- to long-term.
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Utilization of foreign personnel: Foreign employees in offices in Japan, Career development for locally hired personnel in overseas bases m

Benefits of utilizing foreign personnel: Expansion of sales channels
and improved international negotiating ability )

Firms that are currently hiring foreign employees in offices in Japan or that are considering hiring them in the future answered
“expansion of sales channels” (35.8%) and “improved international negotiating ability” (35.7%) as benefits of utilizing foreign
personnel. On the other hand, firms that are promoting local hires to executive or considering doing so answered “improved
international negotiating ability” (57.5%) as a benefit of having locally hired personnel among executives.

Benefits of hiring foreign personnel (offices in Japan) Benefits of promoting locally hired personnel (overseas bases)
(Total, by firm size) (Total, by firm size)

(Multiple answers, %) (Multiple answers, %)

40 50 0 10 20 30 40 50 60 70

0 10 20
35.8
E ion of sales channel: 575
Xpansion of sales channels :.‘.:,1 a6 Improved international negotiating ability 64.4
35.7
Improved international negotiating ability 425 i
] 335 Expansion of sales channels 55.6
— 325 '
Improvement of language abilit 324 . A .
b aungeailty =f et i vt of caly e ) (52 _
personnel - o '
Lowering a psychological hurdle for Japanese - —
employees in communicating with foreign nationals
Strategic move to localize management | 58.5

For better financial results (increase in
sales and business)

For better financial results (increase in sales and
business)

Improvement of problem-solving ability
Increase in motivation of Japanese employees :

Cutdown on personnel cost from 26.9
retuming Japanese representativesto | _ 37.0

Japan

Contibution to the development of new products
B Total (n=1,954)

B Total (n=1,121)
Contribution to the development of new

Improvement of problem-solving ability _ o I(_ra]t;%%-ss)cale firms products | & Large-scale firms
21 (n=419)
Others B SMES (=1469) Others !I 1.7 B SMEs (n=702)
— = 2.3
Note: The populatlon size is the firms that answered ‘currently hiring foreign Note: The population size is the firms that answered "currently promoting locally
employees" or "considering hiring them in the future.” hired personnel to executives" or "considering promoting locally hired personnel to
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8. Supply chain-related policies
on labor, safety and health, and environment

- Attitude varies significantly depending on firm size -




Supply chain-related policies: Policies regarding suppliers on labor, safety and health, and environment

Ve

About 40% of firms have policies, but only 20% require suppliers to comply

The percentage of firms answering they have policies regarding suppliers on labor, safety and health, and environment
remained at 37.4%, 2.6 points drop from the last survey in 2015. 20.3% of these firms require their suppliers to comply
with the policies. By firm size, while 43.0% of large-scale firms responded they require the suppliers to comply, only
14.9% of SMEs answered the same.

Firms that have policies regarding suppliers on
labor, safety and health, and environment
(total, by firm size)

Firms that have policies regarding

Type of suppliers that firms require to
suppliers on labor, safety and health, and

comply with their policies (total, by firm
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environment (total, over time) size)
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B Total(n=3,195 '
No answer 104  BFY2015 (1=3,005) No answer CLSMBs (=)

Note: The population size is the total number

B FY2017(n=3,195)

of respondent firms.

O SMEs(n=2,591)

Note: The population size is the total number

of respondent firms.

Note: The population size is the number of firms that
answered "have policies regarding labor, safety and health,

and environment, and require suppliers to comply with

them."
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Supply chain-related policies: Compliance to clients’ policies on labor, safety and health, and environment

Over 50% of large-scale firms comply with policies set by clients

The percentage of firms answering that they have been required by clients (customers) to comply with their policies
on labor, health and safety, and environment in factories or work place remained about the same level as the last

survey (FY2015) at 42.2%. By firm size, while more than half of the large-scale firms (54.3%) answered they have
been required, only 39.4% of SMEs answered they have.

Firms required to comply with clients’ Firms required to comply with clients’ Types of clients that have required
(customers) policies on labor, safety and (customers) policies on labor, safety and suppliers to comply with their policies
health, and environment (total, over time) health, and environment (total, by firm size) (total, by firm size)
(%) (Multiple replies, %)
% %
00 200 200 80.0 00 200 400 o 0.0 20.0 40.0 60.0 80.0 100.0
88.1
2 42.2 . .
Have been 42.1 Have been Domestic clients 86.3
required to required to 54,3
comply 42.2 comply e |
{394
- 29.7
i Overseas clients 47.0
Have never 46.4 Have never 4rl
been been ]
required to required to 32.3 Have been 16.4
comply 47.1 comply --: required by clients :
___50-6 to ensure their 23.2
| suppliers to comply 14.2
as well '
I ]
115 10.7 .Isias,lgs) 13 B Total(n=1,349)
No answer BFY2015 (n=3,005) No answer 134 O Large-scale No answer 1.8 O Large-scale firms
10.7 T firms (n=604) (n=328)
' E01 1000 1.1 O SMEs(n=1,021)
BFY2017(n=3,195) i & SMEs
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Note: The population size is the number of firms
answering they have been required by clients (customers)
Note: The population size is the total Note: The population size is the total to comply with their policies on labor, safety and health,
number of respondent firms. number of respondent firms. and environment.
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Business environment in each country: Attractions and advantages in each country

(Reference) Original expressions for attractions and advantages in each country

List of abbreviations and original expressions of attractions and advantages

Categories Attractions and advantages (abbreviations) Attractions and advantages (original expressions)
Market Market size Market size and growth potential
Ease of local procurement Clustering of related industries (easy to procure locally)
Clustering of firms etc. |Clustering of customer firms Clustering of customer firms (delivery destinations)
Technological capability Technological capability of local firms and universities, etc.
Labor cost / labor force Low labor cost and abundant labor force
Labor force Employee retention rate High retention rate
Personnel quality High employee quality, abundant highly qualified personnel
Infrastructure Infrastructure Well-developed infrastructure (electricity, transportation, communication, etc.)
Land, offices Plenty of land and office space, low land price and rent
Speedy procedures Various speedy procedures
Procedures/institutions  |Tax system Favorable tax system (corporate tax, customs, etc.)
Investment incentive system Well-developed system to encourage investment
Political and social stability Stable political and social conditions
Communication Lower language and communication barrier
Politics/society, etc. Living environment Excellent living environment for expatriate staff
Pro-Japanese feeling Pro-Japanese feeling
Other Other (open response)
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Business environment in each country: Business environment issues in each country

[ (Reference) Original expressions for business environment issues in each country
List of abbreviations and original expressions of business environment issues
Categories Issues (abbreviations) Issues (original expressions)
_ New US administration policies Ther_e_are r_|sks/problems from the changed policies of the new Trump
Current affairs administration of the US
Brexit risk There are risks/problems from the decision for the UK to leave the EU
Foreign exchange  |Exchange risk High exchange risk
. Clustering of related industries No clustering or development of related industries
Business partners : - . . ——
Collection of bills There are risks/problems in collecting bills
High/rising labor cost High or rising labor cost
Labor force Labor shortage, difficulty hiring Labor shortage, difficulty in hiring qualified personnel
Labor management problems Labor management problems
Underdeveloped infrastructure (electricity, transportation, communication,
Infrastructure
Infrastructure etc.)
Land, offices Shortage of land and office space, increasing land price and rent
Legal system and its enforcement  |Undeveloped legal system and its problematic enforcement
Procedures/institutions IP protection Problems with protection of intellectual property (IP)
Tax system and procedures Tangled tax system and procedures
Administrative procedures Tangled administrative procedures (obtaining permits, etc.)
Political/social situations, security Risks in political situations, problems with social situations and security
.. : Natural disasters, environmental . . . .
Politics / society, etc. sollution Risks of natural disasters or environmental pollution
Other Other (open response)
None No particular issues No particular risks or issues recognized
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Utilization of digital technology: Advantages and obstacles of utilizing digital technology

(Reference) Original expressions for advantages and obstacles of utilizing digital

[ 55)

L technology
List of abbreviations and original expressions for advantages and obstacles of utilizing digital technology
Abbreviations Original expressions
Rising wages, labor shortage Enable to respond to rising wages and labor shortage
Succession of expert technique Help "visualize" and pass down expert techniques
Quality stabilization, improvement Help stable and improve product and service quality
Marketing & sales Enhanced marketing, expanded sales outlet
g)) Improving efficiency, optimizing Streamlining and optimization of development/production process and business operations (shortening of time,
£ |operations cost reduction, etc.)
_‘g Individual customer needs Enable to provide products and service catered to individual customer's' needs
<C |Lower entry barriers Help lower barrier to entry
Creation of new products, etc. Help the creation of new products, service, and business models
Low advantage Low advantages to use digital technology
Don't know Not sure about advantages
Other Other (open response)
Cost of installation and operation High installation and operation cost
Cannot gain understanding within firm Cannot gain understanding within firm to utilize digital technology
Lack of personnel Lack of skilled workers with knowledge about digital technology
Lack of outside partners Lack of appropriate outside partners
» |NO organizations to consult No organizations to consult about the utilization of digital technology
§ Insufficient infrastructure Underdeveloped relevant infrastructure (communication environment, logistics network, payment system, etc.)
g Regulations, uncertainty in operation Regulations (regulations regarding data, etc.), uncertainty in operation

Information leak risk

Risk of information leak

Technology still developing

Technology is still in progress or there are multiple standards, and not sure which technology to use

Low advantage for use

Low advantages to use or do not feel the need to use digital technology

Don't know

Not sure about obstacles

Other

Other (open response)
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