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Key points from results (1)

I. International trade and Overseas expansion, business environment in each country and region(pp. 9 — 26)

The ratio of firms planning to expand overseas business remains unchanged. Momentum for business expansion into China is

receding while Vietnam is catching up with China’s position.

» Regarding overseas business expansion (both new investments and further expansion of existing overseas bases) policies over the next three years or so, the ratio
of firms “planning to expand overseas business” came to 56.4%, remaining about the same as the previous year (57.1%). Looking at its breakdown, 25.5% of
respondents answered that “they currently have no overseas bases but intend to begin overseas business in the future,” a slight increase from the previous year
(24.2%). On the other hand, the percentage of firms that answered “currently have overseas bases and are planning to further expand overseas business” has
dropped from 32.9% to 30.9%. Some respondents have pointed out external factors, such as the recent changes in the global situation and the US-China trade
friction, as obstacles to overseas expansion. This shows that difficulties in projecting future trends in this highly uncertain environment hindered overseas
business expansion, in addition to the lack of management resources such as human resources.

» Regarding the countries and regions where firms aim to expand business overseas (multiple answers), among firms that answered "currently have an overseas
base and are planning to further expand operations,” the ratio of firms citing China was 48.1%. This result, being below 50%, is a significant drop from the
previous year (55.4%). On the other hand, Vietnam ranked second with 41.0%, exceeding 40% for the first time. The difference between Vietnam and China
narrowed to 7.1 percentage points from 19.9 percentage points in the previous year.

» In major ASEAN countries other than Vietnam, the response ratio of Thailand, Singapore, the Philippines, etc., also increased from the previous year. The results
show that 71.1% of firms answered that they would expand their business in six major ASEAN countries in the future, the first increase in six years, since
FY2013. Among firms answering “ASEAN” as a destination for business expansion, along with expectations for future market expansion and intentions to
strengthen the role of export bases, we also heard indications of considering bases in ASEAN in addition to China from the viewpoint of risk aversion.

» In Vietnam, where the response ratio has risen sharply this year, the proportion of firms that answered “market size/growth potential” as an attraction or
advantage of doing business in Vietnam has continued to increase. In FY2019, it increased by 11.1 percentage points to 86.1% compared to 2013 (75.0%), which
is as far back as data are available. Other attractions and advantages that have increased from FY2013 include clustering of customer firms, political and social
stability, availability of low-cost land and offices, and ease of local procurement. The combination of the overall improvement of the business environment in
Vietnam and the restructuring of supply chains to avoid additional tariffs measure between the US and China (see below) led to a significant increase in the
response rate in Vietnam. By industry, the percentage of non-manufacturing firms that cited Vietnam increased slightly from the previous year (41.1% to 42.3%),
while that of manufacturing, which is more susceptible to additional tariffs, increased a significant amount from 31.4% to 39.9%.

» Meanwhile, in China, where the response ratio dropped sharply this year, the largest issue for doing business was "additional tariff measures between the US and
China" as pointed out by 60.8% of firms. The percentage of firms planning to expand their business in China in the future has fallen more sharply in the
manufacturing sector (62.0%—51.8%) compared to the non-manufacturing sector (46.5% in the previous year—43.2%). This is seen as being the result of the
impact of the US-China trade friction. More than 10% of firms in the US and China, as well as Taiwan, South Korea, and Mexico, have recognized "additional
tariff measures between the US and China" as a business issue. As for other issues in conducting business in China, the respective rates of answers for

" “high/rising labor costs," and "collection of bills" were all higher than

“political/social situations, security,” "intellectual property protection (IP protection),
30%.
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Key points from results (2)

I1. Impacts of trade protectionism (pp. 27 — 40)

The ratio of respondents reporting negative effects has expanded to 20%. Firms are shifting supply chains from China to Vietnam or Thailand.

» Regarding the impact of "trade protectionism™ since 2017, such as US-China trade friction, the percentage of firms reporting “no impact” on their business at the time of the survey
dropped from 43.1% in the previous year's survey to 37.2%. Meanwhile, the percentage of firms answering “overall negative impacts” increased by 4.9 percentage points from 15.2%
to 20.1%. Regarding the outlook for the future (about two to three years), 23.2% of firms answered "overall negative impacts,” while “unknown" has increased to 41.9%.

» Among all respondents in this survey, a total of 159 production bases have been transferred (including partial transfers and plans to transfer) in response to trade protectionism.
China was cited as the origin of the transfer in most cases, accounting for 69.2% (110 cases). The percentage of firms that listed ASEAN as a major transfer destination accounted for
61.0% (97 cases). Looking at the major restructuring patterns of the production bases, transfers from China to Vietnam accounted for 24.5% (39 cases), followed by transfers from
China to Thailand at 14.5% (23 cases). In terms of the timing of production transfer, 37.7% of the total transfers (159 cases) are scheduled for 2020 or later. The common tendency of
firms shifting from China to Vietnam and Thailand has been seen as the reorganization of suppliersand sales markets.

I11. Utilization of free trade agreements (FTAS) (pp. 41 —46)

The FTA utilization rate in exports was 51.2%. This is expected to increase further due to reduced tariff rates of FTAs.

» Among firms exporting to FTA-partner countries of Japan, 51.2% were using FTAs when exporting to these countries. In particular, the utilization rate of large firms is as high as
70.5%, and it reaches 83.5% when combined with firms considering using FTAs. Although the utilization rate of FTAs for SMEs is lower than that for large enterprises, it is close to
half (46.4%.) By industry, FTAs are widely used in chemicals, cars/car parts/other transportation machinery, and coal & petroleum products/plastics/rubber products. * In the
calculation of the FTA utilization rate, firms that export to Japan's FTA partners has been used as the denominator. However, some of these firms are not required to use FTAs for
exports due to there being no general tariffs or their use of tariff exemption systems other than FTAs (bonded areas, export processing zones, etc.). Therefore, the FTA utilization rate
is calculated by excluding these firms from the denominator from this year onward.

» Among firms using or considering using FTAs, 48.6% of them answered that they would consider using FTAs if the tariff difference (general tariff rate-FTA preferential tariff rate)
was less than 5%. By firm size, large firms compared to SMEs decided to use FTAs with smaller tariff differences. Going forward, utilization is expected to expand in line with
further reductions in the preferential tariff rate on FTAs concluded by Japan.

V. Business aimed at foreign visitors (pp. 47 —50)

Expectations for increased sales in FY2020 on the occasion of the Tokyo 2020 Olympic / Paralympic Games

» When asked about business aimed at foreign visitors to Japan, the ratio of firms running business aimed at foreign visitors came to 30.8%, a combination of those “running operations
now” (22.9%) and those that “will be running operations in the future” (7.9%). Regarding prospects for domestic sales aimed at foreign visitors, 60.7% of firms answered that they
would “increase” in FY2020, an expansion compared to the previous year (47.3%). Looking at responses by region, those answering that they expected an “increase in FY2020” in
the Kanto/Koshinetsu region came to 64.5%, the largest ratio overall. Recently, new business development has expanded in areas such as commercial food sales of restaurants and
accommodations for foreign visitors to Japan.

V. Human resources for overseas business expansion (pp. 51 — 55)
Highly-skilled foreign professionals are most valued in specialized positions such as IT professionals. Japanese firms are more likely to recruit

personnel who are capable of making immediate contributions to their operations.

» When asked about the policy of securing personnel for expanding overseas business, the percentage of respondents who answered "human resource development of existing Japanese
employees” was the highest in many industries, while the percentage of respondents who answered "recruitment and appointment of foreign personnel” was the highest in the areas of
communication, information & software, and professional services. In the specialized positions such as IT and legal professions, where there is a shortage of human resources in
Japan, recruitment and appointment of highly-skilled foreign personnel tended to be regarded as most important. Looking at the changes over time since the past survey, the number
of firms that place most importance on "recruiting foreign personnel™ has increased. Among SMEs, recruitment of mid-career Japanese personnel familiar with overseas business has
increased, demonstrating expectations for personnel who are capable of making immediate contributions to their operations.
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Profile of Respondent Firms

Survey outline and profile of respondent firms
\ J
Survey outline Profile of respondent firms
. Share
1. Survey targets No. of firms p
- . All respondent firms 3,563 100.0
The FY2019 survey reached a total of 9,975 firms headquartered in Japan Manuactuing o 4
with interest in overseas business. They include 3,562 JETRO member firms Food & beverages 537 1551
) : Textiles/clothing 120 3.4
p ll,lS- 6’4 1 3 flI'l’l’lS that have used JETRO § SCI:VICCS. . . Wood & wood products/furniture & building materials/ 7 20
*This survey has been conducted annually since FY2002, marking its18th paper & pulp :
B - - ] - Chemical 91 2.6
edition this fiscal year. Although originally directed only at JETRO member Nedioa]prociss & sommetis & e
firms, the survey started to expand its coverage in FY2011. Coal & petroleum products/plastics/rubber products 87 24
- Ceramics/earth & stone 32 0.9
2' SU rvey tOplCS Iron & steel/non-ferrous metals/metal products 212 6.0
l. Profile General machinery 167 4.7
Il. International Trade and Overseas Expansion cesiee eapment 2 22
. p IT equipment/electronic parts & devices 61 17
I11. Business Environment of Fo reign Countries Cars/car parts/other transportation machinery 108 3.0
. . Precision equipment 82 2.3
IV. Impacts of Trade Protectionism Other manifactoring i o8
V. Utilization of Free Trade Agreements (FTAS) Non-manufacturing 1589 46
. Trade and wholesale 797 22.4
3' PerIOd Retail 110 31
November 5, 2019 to December 23, 2019 Construction 111 3.1
Transport 72 2.0
4. Response Finance & insurance 78 2.2
Number of valid responses: 3,563 (of which 1,274 are from JETRO member Communication, information & software % 27
- Professional services 62 17
fl rmS) Other non-manufacturing 263 7.4
Valid response rate: 35.7% Large-scale firms S — 578 161
Large-scale firms (excluding leading medium-sized firms) 128 3.6
Leading medium-sized firms 445 12.5
Definitions of large-scale firms, SMEs, etc. (based on capital / No. of employees) Small and medium-sized enterprises (SMEs) 2990 839
Manufacturing and other Wholesale Retail Service i/IMES :)ext.:ludlng micro-businesses) 1‘;22 ggi
icro-businesses ! .
Large-scale firms Firms other than SMEs Firms other than SM Es Firms other than SMEs Firms other than SMEs Firms with export operations 2594 72.8
Largle-j_c alel ﬁgﬁ‘s Large-scale firms other than Large-scale firms other than Large-scale firms other than Large-scale firms other than F?rms W?th import operations 1,939 544
(me:Zil;r:-]sgizeez If?rgms) leading medium-sized firms leading medium-sized firms leading medium-sized firms leading medium-sized firms Firms with overseas bases 1582 44.4
D tic fi 365 10.2
) ) ) Mo_re than 300 million but 1 M_o.re than 100 million but 300 More than 50 million but 300 M_ore than 50 million but 300 HZ:::dIZ i 65 18
Leading medium-sized |billion yen or less, or more than [Imillion yen or less, or more than ili | th million yen or less, or more than
firms 300 but 3000 or fewer 100 but 1000 or fewer o o o T o1 o T 100 but 1000 o fewer Tohoku 176 4.9
employees employees ut 1000 or fewer employees employees Kanto/Koshinetsu 1523 427
Small and medium-sized {300 million yen or less, or 300  [|200 million yen or less, or 100 |50 million yen or less, or 50 50 million yen or less, or 100 Chubu 346 9.7
enterprises (SMEs) employees or less employees or less employees or less employees or less Hokuriku 138 3.9
SMEs (excluding micro- |SMEs other than micro- SMEs other than micro- SMESs other than micro- SMEs other than micro- Kansai 695 19.5
businesses) businesses businesses businesses businesses Chugoku 199 5.6
Micro-busi 50 million yen or less, or 20 or  [|20 million yen or less, or 5or 10 million yen or less, or 5or |10 million yen or less, or 5 or Shikoku 138 3.9
cro-businesses fewer employees fewer employees fewer employees fewer employees Kyushu/Okinawa 283 7.9

Note; The larger categories of “large-scale firms” and “SMEs” 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: Current overseas business (status of export destinations)

Profile of respondent firms (status of export destinations)

.

Firms with export operations (total, by industry, by firm size) %)
Currently cur’:'leo;tly Currently No
exporting | Exports .7 limporting; Imports | answer

only exporting only

Total (n=3,563) 72.8 26.7 26.6 54.4 8.4 0.6

Manufacturing (n=1,974) 85.1 32.7 14.4 58.0 5.5 0.5
Food & beverages (n=537) 86.0 58.8 13.4 30.5 34 0.6
Textiles/clothing (n=120) 775 27.5 22.5 63.3 13.3 0.0
Wood & wood products/furniture &
building materials/paper & pulp (n=72) 708 319 278 528 139 14
Chemicals (n=91) 94.5 19.8 5.5 79.1 4.4 0.0
Medical products & cosmetics (n=70) 95.7 38.6 4.3 58.6 1.4 0.0
Coal & petr_oleum products/plastics/rubber 828 172 17.2 736 8.0 00
products (n=87)

Ceramics/earth & stone (n=32) 87.5 34.4 125 53.1 0.0 0.0
Iron & steel/non-ferrous metals/metal

products (n=212) 76.4 21.7 22.6 62.7 8.0 0.9
General machinery (n=167) 92.8 21.6 7.2 76.0 4.8 0.0
Electrical equipment (n=93) 91.4 19.4 8.6 77.4 5.4 0.0
IT_equnpment/eIectronlc parts & devices 770 8.2 23.0 78.7 98 00
(n=61)

Cars/f:ar parti/other transportation 843 19.4 13.9 65.7 09 19
machinery (n=108)

Precision equipment (n=82) 93.9 18.3 6.1 78.0 2.4 0.0
Other manufacturing (n=242) 84.3 25.2 14.9 64.9 5.8 0.8

Non-manufacturing (n=1,589) 57.5 19.4 41.8 50.0 11.9 0.7
Trade and wholesale (n=797) 78.8 19.1 21.1 74.8 15.1 0.1
Retail (n=110) 61.8 32.7 38.2 44,5 15.5 0.0
Construction (n=111) 34.2 20.7 64.9 27.9 144 0.9
Transport (n=72) 30.6 8.3 68.1 30.6 8.3 14
Finance & insurance (n=78) 1.3 1.3 97.4 0.0 0.0 1.3
Communication, Information & software
(n=96) 36.5 19.8 61.5 25.0 8.3 2.1
Professional services (n=62) 37.1 21.0 62.9 21.0 4.8 0.0
Other non-manufacturing (n=263) 37.6 22.1 60.5 22.8 7.2 1.9

Large-scale firms (n=573) 67.4 10.5 32.3 60.7 3.8 0.3
Large-scale firms (excluding leading
medium-sized firms) (n=128) 688 8 313 641 31 0.0
Leading medium-sized firms (n=445) 67.0 11.2 32.6 59.8 4.0 0.4

Small and medium-sized enterprises (SME:

n_1a and medium-sized enterprises (: s) 73.8 29.9 255 53.2 9.2 06

(n=2,990)

Sl\iIEs (excluding micro-businesses) 744 17.6 5.4 67.4 106 02
(n=1,134)
Micro-businesses (n=1,856) 735 373 25.6 44.6 8.4 0.9

Note: 1) n=the total number of respondent firms. 2) Exports/Imports include indirect exporting/importing through other
firms. 3) “Exports only” refers to firms with export operations excluding firms currently importing. 4) “Not currently
exporting” refers to firms other than firms with export operations and firms with no answer. 5) “Imports only” refers to
firms with import operations excluding firms currently exporting.

0.0

20.0

Export destinations of exporting firms

(Multiple answers, %)
40.0 60.0

China
Taiwan

us

Hong Kong
Thailand
South Korea
Singapore

Vietnam

Western Europe
(excluding UK)

Malaysia
Indonesia
Philippines
Australia
India

UK

Canada

Central-Eastern
Europe

Mexico
Russia & CIS
Brazil
Turkey
Myanmar
South Africa
Cambodia

Bangladesh

244
22.6
215
19.9
18.6
15.1
14.8
135
12.3
9.4
9.3
.7
77

75

29.0

59.4
52.0
45.4
450
443
40.2
39.4
35.2
347
323

Number of firms currently exporting:
n=2,594
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Profile of respondent firms: Current overseas business (status of overseas expansion)

Profile of respondent firms (status of overseas expansion)

Firms with overseas bases (total, by industry, by firm size)

(%)
overseas | oversess | N

bases bases answer

Total (n=3,563) 44.4 55.0 0.6
Manufacturing (n=1,974) 44.5 55.0 0.5
Food & beverages (n=537) 23.1 76.4 0.6
Textiles/clothing (n=120) 46.7 53.3 0.0
Chemicals (n=91) 61.5 385 0.0
Medical products & cosmetics (n=70) 51.4 48.6 0.0
2‘;10:&3'; petroleum products/plastics/rubber products 575 25 0.0
Ceramics/earth & stone (n=32) 46.9 53.1 0.0

Iron & steel/non-ferrous metals/metal products (n=212) 49.5 49.5 0.9
General machinery (n=167) 55.7 443 0.0
Electrical equipment (n=93) 55.9 44.1 0.0

IT equipment/electronic parts & devices (n=61) 62.3 37.7 0.0
Cars/car parts/other transportation machinery (n=108) 70.4 27.8 19
Precision equipment (n=82) 47.6 52.4 0.0
Other manufacturing (n=242) 45.0 54.1 0.8
Non-manufacturing (n=1,589) 44.2 55.1 0.7
Trade and wholesale (n=797) 45.9 54.0 0.1
Retail (n=110) 33.6 66.4 0.0
Construction (n=111) 51.4 47.7 0.9
Transport (n=72) 56.9 41.7 14
Finance & insurance (n=78) 44.9 53.8 13
Communication, Information & software (n=96) 35.4 62.5 2.1
Professional services (n=62) 48.4 51.6 0.0
Other non-manufacturing (n=263) 39.2 58.9 19
Large-scale firms (n=573) 79.1 20.6 0.3
If_i?r;g;-(srt]:jllezg)rms (excluding leading medium-sized 93.0 70 00
Leading medium-sized firms (n=445) 75.1 24,5 0.4
Small and medium-sized enterprises (SMES) (n=2,990) 37.8 61.6 0.6
SMEs (excluding micro-businesses) (n=1,134) 50.4 49.5 0.2
Micro-businesses (n=1,856) 30.1 69.0 0.9

Note: 1) n= total number of respondent firms.
2) Agencies are not included in overseas bases.

0.0

Country and region of overseas bases
(Multiple answers, %)
20.0 40.0 60.0

China
Thailand
us
Vietnam
Taiwan
Hong Kong
Indonesia

Singapore

Western Europe
(excluding UK)

South Korea
Malaysia
India
Philippines
UK

Mexico
Myanmar
Australia
Canada
Brazil
Central-Eastern Europe
Russia & CIS
Cambodia
Turkey
South Africa

Bangladesh

56.4
34.1
28.0
27.7
22.3
19.7
19.3
18.3
17.8
16.4
13.8
12.6
11.2
9.3
8.5
7.5
7.3
6.1
5.8
5.6
4.4
3.9
3.2

2.8 .
Number of firms currently having overseas bases:
2.7 n=1,582
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Profile of respondent firms: Ratio of foreign/domestic sales

Ratio of foreign sales remains the same as the previous year

J/

sales ratio decreased.

Among firms performing exports and/or expanding overseas, the ratio of foreign sales averaged 18.9% (FY2018), up 0.2 percentage
point from the previous year. By industry, the ratio increased in medical products & cosmetics (up 7.6 percentage points), retail (up 4.7
percentage points), and trade and wholesale (up 3.5 percentage points). In contrast, the ratio decreased across the board in cars &
machinery-related industries. IT equipment/electronic parts & devices in particular saw a decline of 7.9 percentage points. By region,
North America/Central and South America (down 0.6 percentage point from the previous year) was the only region in which the foreign

Ratio of domestic/foreign sales for FY2018 (average, total, by industry, by firm size)
)

Ratio of domestic/foreign sales for FY2018(change from the previous year)

(Percentage points)

Change in proportion of

overseas sales

China us | RUSR L aprica
Total (n=2,583) 81.1 18.9 123 4.2 33 2.1 2.3 11
Manufacturing (n=1,563) 82.6 17.4 11.1 43 3.4 22 23 0.6
Food & beverages (n=415) 91.1 8.9 5.4 15 21 1.6 1.2 0.2
Textiles/clothing (n=96) 86.6 135 6.2 3.4 3.3 2.1 3.8 0.2
'Wood & wood products/furniture & building
noterilpaver g o (r51) 9 871 129 6.7 22 2.9 22 32 01
Chemicals (n=79) 78.7 21.3 15.7 6.4 2.9 1.7 2.3 0.4
Medical products & cosmetics (n=61) 80.0 20.0 13.9 8.0 29 1.3 29 0.3
E]Zaslg petroleum products/plastics/rubber products 86.9 131 83 34 35 28 12 01
Ceramics/earth & stone (n=23) 82.9 17.1 13.2 2.9 1.8 0.3 1.7 0.5
Iron & steel/non-ferrous metals/metal products (n=166) 83.4 16.6 11.3 4.2 3.3 2.3 1.8 0.2
General machinery (n=146) 74.4 25.6 16.7 6.9 4.7 2.6 3.0 1.2
Electrical equipment (n=77) 80.2 19.8 125 5.7 4.1 3.3 2.0 1.1
IT equipment/electronic parts & devices (n=47) 72.4 27.6 20.5 8.1 45 3.7 24 0.2
Cars/car parts/other transportation machinery (n=87) 70.7 29.3 17.6 5.1 75 4.6 24 1.8
Precision equipment (n=66) 724 27.6 174 8.4 4.9 2.5 4.5 0.8
Other manufacturing (n=186) 79.7 20.3 12.8 4.4 3.4 1.9 3.1 1.0
Non-manufacturing (n=1,020) 78.9 21.1 14.0 4.1 3.1 1.9 2.2 1.8
Trade and wholesale (n=618) 72.6 27.4 18.2 55 4.2 2.4 2.7 2.4
Retail (n=71) 83.7 16.3 113 4.3 2.2 1.8 2.5 0.4
Construction (n=60) 94.1 5.9 43 0.7 0.5 0.1 0.2 1.0
Transport (n=40) 81.3 18.7 9.5 4.4 33 24 2.8 3.1
Finance & insurance (n=19) 96.3 3.7 3.7 0.1 0.0 0.0 0.0 0.0
Communication, Information & software (n=51) 95.5] 45 35 15 0.6 0.4 0.3 0.1
Professional services (n=33) 76.1 239 138 0.7 3.2 1.8 3.5 3.4
Other non-manufacturing (n=128) 90.4 9.6 7.2 1.7 0.9 0.6 13 0.3
Large-scale firms (n=415) 78.4 21.6 12.6 4.8 52 3.1 3.0 0.8
I(_r,]a:rgz-)scale firms (excluding leading medium-sized firms) 68.8 312 154 53 97 56 52 10
Leading medium-sized firms (n=316) 81.4 18.6 117 4.7 3.8 2.3 2.3 0.8
Small and medium-sized enterprises (SMEs) (n=2,168) 81.7 18.4 12.2 4.1 29 1.9 2.1 1.1
SMEs (excluding micro-businesses) (n=852) 81.4 18.6 121 4.1 3.2 2.0 1.9 1.4
Micro-businesses (n=1,316) 81.8 18.2 123 4.1 2.8 1.8 2.2 1.0

North B
psa | e, | Ewoper | L
Pacific South Russia Africa
Anerica

Total (n=2,583) 0.2 0.3 A 0.6 0.0 0.5
Manufacturing (n=1,563) A l4 A 0.2 A 0.9 A 0.3 0.0
Food & beverages (n=415) 0.6 0.9 A 0.7 0.3 0.2
Textiles/clothing (n=96) 0.0 A 17 0.5 1.2 0.1

Wood & wood products/furniture & building : E BaanE
materials/paper & pulp (n=51) 443 A3 407 05 402
Chemicals (n=79) A53:3) A 16 A1l5 A 01 A 0.1
Medical products & cosmetics (n=61) 7.6 4.4 1.8 1.3 0.2
Z](i;;lg petroleum products/plastics/rubber products A 03 A 04 A 03
Ceramics/earth & stone (n=23) 1.8 0.1 0.9 0.4 0.5
Iron & steel/non-ferrous metals/metal products (n=166) A 19 Al4 A 0.0 A 0.3 A 0.2
General machinery (n=146) A 18 1.0 A21 A 0.6 A 0.2
Electrical equipment (n=77) A 20 A 12 0.3 A1l5 0.4
IT equipment/electronic parts & devices (n=47) AT9 A 30 a2 A 19 0.1
Cars/car parts/other transportation machinery (n=87) A4l A 0.4 A 25 Al2 0.0
Precision equipment (n=66) A 29 3.8 A 43 A 2.0 A 04
Other manufacturing (n=186) A 0.2 0.9 A 05 Al12 0.4
Non-manufacturing (n=1,020) 25 1.0 A 0.2 0.6 11
Trade and wholesale (n=618) 35 12 0.6 0.3 14
Retail (n=71) 4.7 3.9 A 12 2.3 A 03
Construction (n=60) A 0.6 A 13 A 0.0 A 01 0.9
Transport (n=40) 3.1 Al2 0.2 12 29
Finance & insurance (n=19) 0.0 17 A 12 A 04 A 01
Communication, Information & software (n=51) A 37 A 3.0 A1l 0.2 0.1
Professional services (n=33) 2.8 04 A 25 1.9 3.0
Other non-manufacturing (n=128) A 12 0.8 A24 0.8 A 0.4
Large-scale firms (n=415) A 05 0.2 A 0.7 A 0.2 0.2
Small and medium-sized enterprises (SMESs) (n=2,168) 0.4 0.3 A 05 0.1 0.5

Note: 1) n(=2,583) represents firms which answered their ratio of foreign sales to the total including the breakdown by region. Those
respondents exportand/or have overseas bases. 2) Sales based upon exports are as a general rule classified as overseas sales. 3) Highlighted
cells indicate industries for which the ratio of foreign sales accounted for 20% or more.

Note: 1) n(=2,583) represents firms which answered their ratio of foreign sales including the breakdown by region Those
respondents export and/or have overseas bases. 2) Highlighted cells indicate industries reporting an increase by 2 percentage
points or more from FY2017 while dotted cells indicate those reporting a decrease by 2 percentage points or more.
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2. International Trade and Overseas Expansion

- The ratio of firms planning to expand overseas business remains unchanged.
Momentum for business expansion into China is receding while Vietnam is
catching up with China’s position-
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International trade and overseas expansion:; Future overseas expansion policy

Vs

Ratio of firms planning to expand overseas business remains unchanged ]

Regarding overseas business (direct investment) expansion
policies over the next three years or so, the ratio of firms
“planning to expand overseas business” came to 56.4%,
remaining almost the same as the previous year. (This figure
combines firms “planning to further expand overseas business”
[30.9%] and those “intending to begin overseas business”
[25.5%]). Regarding factors for motivation to expand remaining
stagnant, a shortage of human resources was cited. Many
respondents also reported that they would rather access
overseas markets from Japan via alternative measures such as
exports and cross-border e-commerce as they could hardly
achieve cost effectiveness in their overseas expansion.

Future overseas expansion policy (large-scale firms)

Future overseas expansion policy (total)
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@ No investment overseas @ Other

Future overseas expansion policy (SMES)
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Note: 1) n = the total number of respondent firms, excluding firms answering “no answer” 2) The answer “planning to expand overseas bisiness”
for FY 2012 and 2011 is the proportion of firms who responded “plan to newly invest overseas or expand existing business”.
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International trade and overseas expansion: Overseas expansion policy

Vs

Lower motivation for overseas business expansion in electrical equipment, etc.

1)

By industry, the ratio of firms planning to expand their existing overseas bases declined in many manufacturing industries. Notably, the
proportion in electric equipment and that in precision equipment decreased by more than 10 percentage points, with the former from
50.5% in the previous year to 38.5%, and the latter from 43.1% to 32.9%. Regarding future overseas expansion policy, some firms made
positive comments toward such expansion as they could not expect future growth if confined to the domestic market, while other firms
commented their future policy would depend on rapidly changing global situations these days, suggesting a large influence from external
factors.

Future overseas expansion policy (by industry)

Comments on future overseas expansion policy (free description)

‘ (%

Planning to expand overseas business

» Use as an export base for third countries
» To respond quickly to local market demands
» To promote local production for local consumption

Planning to expand overseas businessl
Currently hawe| Currently
Currentlyhavel Currently [owerseas bases| haw no
G Currentlyhawe | noowrseas i 18 0\erseas it owerseas
firms overseas bases |bases but inten bases andwill | considering |bases andwill Other
(n) andwill further tobegin maintain the dlwnsca!ing or! hawe no
eand them overseas current scale ceaslr_\g ) owerseas
business operatlon investment
Total 3,386, 56.4 30.9 255 12.8 0.8 22.2 7.8
Manufacturing 1,888 58.4 31.3 27.1 12.5 0.8 20.7 7.6
Food & beverages 508 53.1 17.9 35.2 4.3 0.2 32.9 9.4
Textiles/clothing 111 65.8 36.0 29.7 12.6 0.9 15.3 5.4
oot e g e & buldng 68 6.8 30.9 30.9 103 0.0 235 4.4
Chemicals 85 624 | 424 20.0 17.6 0.0 14.1 5.9
Medical products & cosmetics 66 68.2 379|303 13.6 00| 106 7.6
Coal & petroleum products/plastics/rubber products 86 61.6 40.7 20.9 17.4 0.0 17.4 35
Ceramics/earth & stone 32) 56.3 31.3 25.0 12.5 31| 219 6.3
Iron & steel/non-ferrous metals/metal products 201 50.7 32.8 26.9 14.4 2.0 18.4 5.5
General machinery 1634 - 60.7| 356 25.2 19.6 1.8 11.7 6.1
Electrical equipment 91y 593 | 385 20.9 16.5 0.0 15.4 8.8
T equipment/electronic parts & devices 58| 534 39.7 13.8 19.0 3.4 19.0 5.2
Cars/car parts/other transportation machinery 108 61.1 435 17.6 26.9 0.9 8.3 2.8
Precision equipment 79 60.8 32.9 27.8 15.2 0.0 15.2 8.9
Other manufacturing 232 56.0 33.2 22.8Q 05 13 20.7 12.5
Non-manufacturing 1,498 54.0 30.4 23.6 13.3 0.7 24.0 8.0
Trade and wholesale 751 55.8 31.7 24.1 13.4 0.7 21.2 8.9
Retail 1028 52.0 24.5 [ 2ih 10.8 1.0 29.4 6.9
Construction 1048 58.7 31.7 26.9 20.2 0.0 |EEE2S 8.7
Transport 7 465 352 11.3 19.7 14 26.8 5.6
Finance & insurance 74] 135 10.8 2.7 27.0 1.4 47.3 10.8
Communication, informantion & software 90 58.9 267 322 10.0 0.0 23.3 7.8
Professional services 55 56.4 436 127 5k 1.8 30.9 5.5
Other manufacturing 251 59.4 315 27.9 8.0 0.4 263 6.0

\services

Note: 1) n= the total number of respondent firms, excluding firms answering “no answer” 2) Highlighted cells indicate
industries reporting an increase by 5 percentage points or more from FY2018, while dotted cells indicate those reporting
a decrease by 5 percentage points or more.

No particular plan to expand overseas

[Obstacles to overseas business expansion]

» Difficult outlook due to recent changes in the global
situation

» Market uncertainty due to US-China trade friction

> Not cost-effective

» Lack of human resources, funds and know-how

[Proactive response to overseas demand]

» Exporting from Japan

» Use of internet (such as cross-border e-commerce)
» "Made in Japan" offers added value to products and

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

Vs

Domestic business has seemingly leveled off

In terms of domestic business expansion policies for the
future (next 3 years or so), the proportion of firms who
responded “Expand operations” was 56.0%, falling below
60%. The proportion of firms expanding domestic business
has declined for the second consecutive year, after reaching
the peak at 61.4% in FY2017, indicating a levelling-off .
Many firms also expressed skepticism over future domestic
demand expansion. Compared to the previous year,
motivation for domestic business expansion declined in most
industries, except for medical products & cosmetics, and
communication, information & software, etc.

Future domestic business expansion (total)

FY2011
(n=2,672)

FY2012
(n=1,863)

FY2013
(n=3,380)

FY2014
(n=2,933)

FY2015
(n=2,951)

FY2016
(n=2,943)

FY2017
(n=3,165)

FY2018
(n=3,275)

Fy2019 |
(n=3,458)

0 10 20 30 40 50 60 70 80 90

BExpand operations O Maintain the currnet scale B Condiering downscaling Other

Note: n = the total number of respondent firms, excluding firms answering “no answer”.

(%)

Ratio of firms expanding domestic business (by industry)

20.0

(%)
80.0

0.0 100

L
t

30.0 400 50.0 60.0 700

— Manufacturing(n=1,920)

Medical products & cosmetics(n=65)

Wood & wood products/furniture &
building materials/paper & pulp(n=70)

Food & beverages(n=526)

Coal & petroleum products/
plastics/rubber products(n=86)

Electrical equipment(n=91)

Precision equipment(n=80)

Iron & steel/non-ferrous metals/metal
products(n=206)

Manufacturing

Chemicals (n=89)

Textiles/clothing(n=115)

Ceramics/earth & stone(n=31)

General machinery(n=164)

IT equipment/electronic parts & OFY2018

devices(n=60)

oFY2019

Cars/car parts/other transportation
machinery(n=105)

Non-manufacturing(n=1,538)

Communication, information, &
software(n=91)

Transport(n=72)

Professional services(n=59)

Trade and wholesale(n=777)

Non-manufacturing

Retail(n=106)

Construction(n=110)

— Finance & insurance(n=71)

Note: Each industry’s “n” = the total number of respondent firms in each industry, excluding firms answering
“no answer”. (The figures are for FY2019 only)

Copyright (C) 2020 JETRO. All rights reserved.



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

[ Ratio of firms planning to expand exports remains at 80%

Policy on exports for the future (total)
50 80

0 10 20 30 40 60 70 90 100
Regarding export policies over the next three years or so, 80.4% N T (%)
of firms answered that they would expand exports. In other (ZYZZZE’)
words, 80% of the respondents keep their motivation to expand (=1.686) 763 620
exports. (This figure combines firms “planning to further s 778
2 0 (154 b H »
expand”exports [71.1%] as We_II as those_: intending to begin P (5
exports” [9.3%]). Many of the firms planning to expand exports >
- . . Fv2015  (Foog
showed high expectations for the growth potential of overseas (n=2462) B
markets. Some also pointed out the effect of inbound demand (2609 8L 0.1
expansion and the brand strength of “Made in Japan” products. v (794
(rz0p) [8L.2
(::22,84112) 80.4 711

Expand exports |

B Further expand operations Bintend to begin exports ® Maintain the current scale
@ Considering downscaling or ceasing ©No plan to export in the future
Policy on exports for the future (large-scale firms) Policy on exports for the future (SMES)
0 10 20 30 40 50 60 70 80 90 100 0 10 20 30 40 50 60
ol G fases
~aoe o i |
peed faor Y W)
e [ o, B2
ol G st |BAT
e (2] iy
2 [ ot OB
vaots 502 T v [BL3
rvaote (16 77 ossan 802] 10

Note: n = total number of respondent firms, excluding “no international trade for the operations” (item created in FY 2012) and “no answer”.
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International trade and overseas expansion: Policy on exports for the future

[ High ratio in several industries such as medical products & cosmetics

By industry, the ratio of firms planning to expand exports was high in medical products & cosmetics (92.6%), food & beverages (89.6%),
and electrical equipment (87.6%), etc. Many firms in medical products & cosmetics, and food & beverages reported that they would
focus on export expansion from a perspective of demand expansion in emerging markets including Asia. On the other hand, among
respondent firms not planning to expand exports, we received such comments as “planning to meet local demand by local production” or
citing “labor shortage” and/or “lack of available capacity” for responding to overseas markets.
Policy on exports for the future (by industry) » Main reasons for planning to expand exports (free description)
. . Neither
et || | e ||| B Expectations for foreign demand expansion/overseas
No. of Expand export conducting operations operations a r‘;ions
firms o pans operations export nowand now, but Tuwnor market grOWth
(n) mH  nowand OE:,:{EJ:S maintaining | consiering e ) ] ) ] ]
o | inendngto | ML | SHEE | ogurtinne * We expect increasing demand from abroad, while seeing little
begin exports uture - - -
— 20 84| 7Ll o3| 1io I 51 | growth potential in the domestic market (Food & beverages)
Manufacturing 1837| 823 75.3 6.9 115 09 5.3 = With the expectation of demand expansion especially in Asia, we
Foo) & beverages 2806} 813 84 56 06 421 1 will expand our export operations in emerging markets as well as in
Textiles/clothing 111 83.8 69.4 14.4 7.2 0.9 8.1 . . .
'Wood & wood products/furniture & building 60 83.3 65.0 18.3 33 17 1.7 ASIa (Medlcal prOdUCtS & CosmeUCS)
materials/paper & pulp : : : : : ’ .
Chemicals 87| 816] 793 23] 161 0.0 23 Brand strength of “Made in Japan” products
Medical products & cosmetics_ G620 e 00 59 00 L5} | = There is still an ample opportunity to bring and expand Japan-made
Coal & petroleum products/plastics/rubber products 82 74.4 64.6 9.8 18.3 1.2 6.1 d . k t . th h h VV'[h t t | th th
P ————— 7 e15 B ool 128 00 37 products in overseas markets with higher growth potential than the
Iron & steel/non-ferrous metals/metal products 187 71.7 64.7 7.0 16.0 2.1 10.2 Japanese market (ChemlcaIS)
General machinery 161 84.5 83.2 1.2 12.4 0.6 25 . _ :
e pe— T 500 T 0 o Japan-made products have great product appeal (quality, technology)
IT equipment/electronic parts & devices 57 70.2 63.2 7.0 21.1 0.0 8.8 (Trade and WhOIESﬁIE)
o ey S T S ] e e Effect of inbound demand expansion
Other manufacturing 230 791 722 7.0 135 09 6.5 = As the number of inbound visitors to Japan is increasing, we expect
Nor-manufacturing 1106 73] 640 133 126 14 87 ‘the more foreigners love Japanese food culture, the more exports will
Trade and wholesale 710 80.6 715 9.0 12.1 0.6 6.8 S
Retail 8| 726 56.0 16.7 143 3.6 95 benefit” (Food & beverages)
jtp: e T o B T Utilization of cross-border e-commerce
Communication, nformantion & software 50|  695] 475 220 102 00| 203 * Our physical store in Europe and e-commerce sales are both about
Do és Sgi ggg ;g‘s‘ T ;; to start operations on a full scale (Food & beverages)
er non-manufacturing . . . " . .
7 . e . = Jointly with a local e-commerce shop in Indonesia, we will start local
Note: 1) n= total number of firms, excluding firms answering “no international trade for the g
operations” and “no answer”. 2) The table only shows the industries where the number of respondent pl‘OdUCtIOﬂ and sales (Trade and Wholesale)

firms is 10 or more. 3) Highlighted cells indicate top 5 industries that gained higher percentages
(concerning the question on “Expand exports” only).
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International trade and overseas expansion: Countries/regions for overseas expansion

Vs

Countries/regions for overseas expansion: China is receding, while Vietnam is catching up

Regarding the countries and regions where firms aim to expand business overseas, among firms that answered "currently have an
overseas base and are planning to further expand operations,” the ratio of firms citing China was 48.1%. This result, being below 50% for
the first time in two years, is a significant drop from the previous year (55.4%). Vietnam ranked second at 41.0%, exceeding 40% for the
first time. The difference between Vietnam and China narrowed to 7.1 percentage points from 19.9 percentage points in the previous year.

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

(Multiple answers, %)

_ FY2019 FY2018 FY2017 FY2016 FY2015 FY2014 FY2013 | FY2012 | FY2011

Countryfregion | 1 028) | Rank | (n=1,050) |Rank| (n=938) |Rank| (=992) |Rank| (n=895) |Rank| (n=1,001) |Rank| (n=1,119) | (n=1149) | (n=1,602)
China 281 (1) 554 (1) 294 (1) 523 (1) 53.7| (1) 565 (1) 56.9 59.2 67.9
Vietnam 410 | (2) 35| (2) 375| (2) %1 (3 24| (4) 287 (5 296 25.9 20.3
Thailand 363 (3) 38| (3) 36.7] (3) 36| (2) RAND 20| 2 47.0 410 27.9
Us 316 (4) 23| (4) 290 (4) 35| (4) R7] 3 33| (4) 25.4 26.0 211
Indonesia 236 (5) 234 (5) 28| (5) 268 (5) 38| (5) 34 (3) 350 2.0 2.7
Western Europe 233 (6) 219 (6) 215 (6) 197 (7) 206 | (7) 181 (8) 15.7 15.9 15.7
India 202 (7) 209 (8) 182 () 185 (8) 201| (8) 161 (9) 19.2 19.4 218
Taiwan 196 (8) 213 (7) 200 (7) 206 (6) 216 (6) 210 (6) 20.0 218 185
Singapore 170 () 150 (9) 171 () 17.7] (9) 16.1 (10) 193] (7) 183 17.8 140
Malaysia 142 (10) 142 | (10) 140 (10) 147 (1) 155 | (11) 148 (12) 154 157 122
Philippines 111 (11) 9.9 (13) 131 (12) 134 | (13) 113 (14) 108 (13) 10.9 75 5.1
Hong Kong 109 | (12) 135 | (12) 136 | (11) 141 (12) 142 (12) 161 (9) 154 15.8 14.2
Myanmar 105 (13) 87| (14) 10.2 | (14) 127 (14) 115 | (13) 101 (14) 09| - -
South Korea 104 (14) 136 | (11) 126 | (13) 150 (10) 165 (9) 159 | (1) 17.2 18.8 188
Central-Eastern Europe 5.9 (15) 451 (17) 5.2 (16) 5.9 | (16) 7.0 (16) 6.1 (18) 3.3 4.2 4.7
Russia & CIS 54| (16) 41| (18) 41 (19) 49 (18) 41 (20) 6.2 | (17) 6.5 5.8 6.9
Mexico 54 (16) 46 (16) 6.9 | (15) 85 | (15) 10.9 | (15) 101 (14) 76 56 31
Cambodia 5.4 (16) 33| (19) 48| (17) 52| (17) 6.0 (17) 53 (19) 54| - -
Australia 49 (19) 55| (15) 43 (18) 46| (19) 46| (19) 28| (21) 33 37 4.0
Canada 38| (20) 32| (20) 221 (23) 32| (22) 34 (21) 231 (24) 25 28 2.9
ASEANG 711 67.3 69.2 705 73.2 735 74.8 69.0 56.3
(Reference)
UK 54 - 58] - 53] -
Western Europe (excl.
06 pe ( 215 - 198 - 9.7 -

Note: 1) For FY 2011 and 2012, n = the firms that answered they “plan to newly invest overseas or expand existing business” minus the firms that didn't answer about the functions they would expand. From 2013 onwards, n = the firms that
answered “currently have an overseas base and planning to further expand operations” minus those that didn’t answer about expansion functions. 2) ASEANG firms that answered any of the following 6 countries: Singapore, Thailand,
Malaysia, Indonesia, Philippines, Vietnam. There are no selection settings for the breakdown of Western Europe, Russia & CIS, Central and South Eastern Europe. Myanmar and Cambodia are only from FY 2013’s survey onwards. From FY
2017 onwards, “Western Europe™ applies to firms that selected the UK or Western Europe (excluding UK) 3) Proportion of number of firms who plan to expand one or more of their functions in each country/region. Still counted as one firm
even when expanding multiple functions in one country/region.
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International trade and overseas expansion: Countries/regions for overseas expansion @

Vs

.

Higher motivation to expand manufacturing business in ASEAN |

Regarding the countries and regions where firms aim to expand business overseas, 71.1% of firms answered that they would expand their
business in six major ASEAN countries, the first increase in six years. Among these respondent firms, along with expectations for future
market expansion and intentions to strengthen the role of export bases, we also heard indications of considering bases in ASEAN in
addition to China from the viewpoint of risk aversion. In major ASEAN countries, the response ratio of Vietnam, which had temporarily
declined in the previous year, significantly increased this time around among respondent firms in manufacturing industries. The response
ratio of Thailand also improved from 34.8% in the previous year to 36.3% among firms mainly in manufacturing industries. In emerging
markets except Asia, the response ratio of Mexico slightly improved among firms in manufacturing industries, the first increase in four
years. The response ratio of US remained at the same level of the previous year in both manufacturing and non-manufacturing industries.
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Countries/regions for overseas expansion
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Major countries/regions (total) %)
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] w1 | 296 aig 33| 801,
' 2597 : '

234 236 | o 189
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337 335
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o . 2007 157 154 155
s B0 %54 219 233 D4 148 S 14T 440 142 142 40
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2011 2012 2013 2014 2015 2016 2017 2018 2019

; ; ; ; ; ; ; ; 0.0 : ; ; ; ; ; ; ;
2011 2012 2013 2014 2015 2016 2017 2018 2019 2011 2012 2013 2014 2015 2016 2017 2018 2019
(Year)

(Year)

(1,602) (1,149) (1,119) (1,001) (895) (992) (938) (1,050)(1,028)

)  (Year . . . . - . . . .
China—8—ASEANG US == Western Europe —— India =&—Thailand =%=Indonesia ==Vietnam == Malaysia Phillippine =&=Mexico =8=Turkey Brazil =>=South Africa =¢=Russia & CIS

Note: 1) Numbers within brackets are the number of respondents for each year. Respondents. . Respondents FY 2011 and 2012 are firms that answered they “plan to newly invest
overseas or expand existing business” minus the firms that didn't answer about the functions they would expand. Respondents from 2013 onwards are the firms that answered
“currently have an overseas base and planning to further expand operations” minus those that didn’t answer about expansion functions. 2) ASEANG firms that answered any of the
following 6 countries: Singapore, Thailand, Malaysia, Indonesia, Philippines, Vietnam. There are no selection settings for the breakdown of Western Europe, Russia & CIS, Central
and South Eastern Europe. Myanmar and Cambodia are only from FY 2013’s survey onwards. From FY 2017 onwards, “Western Europe” applies to firms that selected the UK or
Western Europe (excluding UK) 3) Proportion of number of firms who plan to expand one or more of their functions in each country/region. Still counted as one firm even when
expanding multiple functions in one country/region.
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International trade and overseas expansion: Countries/regions for overseas expansion

Countries/regions for overseas expansion (by industry)

Major countries/regions ASEAN Emerging markets (except Asia)
égé (manufacturing) 5(()/3 (manufacturing) ) (manufacturing)
. 73.9 . i 16.0
745 737 70.9 . 713 1
70.0 - m 140 -
40.0 -
60.0 - 641 587 574 567 12,0 |
50.0 30.0 | 10.0 {95
407 4L9 388 380 '
40.0 - 36.1 . 8.0 |
20.0 | 5.9
30.0 - 15. 6.0 |
2
213 203 23.8 255 149__ 134 138 142 143 144
20 02f === _/' |3.8
G o =t 241 231 222 40
182 194 184 18. 10.0 1 1.7 - 19 ' :
100 - 101 o, 107 96 93 20 - m-- 2>; SN A5
45 56 07% 1ox” ¢°  1g 19 \{8 16
0.0 T T T T T T T T 0.0 — T T T T T T . 0.0 : : : : : : : -
2011 2012 2013 2014 2015 2016 2017 2018 2019 2011 2012 2013 2014 2015 2016 2017 2018 2019 2011 2012 2013 2014 2015 2016 2017 2018 2019
(990) (700) (705) (612) (514) (571) (537) (605) (579) (Year) (Year)
Year . . . . -
~#=China —#=ASEAN6 US =€ Western Europe +Indi51( ) —#=Thailand —#=Indonesia —&—Vietnam —#=Malaysia Philippines ——Mexico —®=Turkey Brazil —>South Africa =3¢=Russia & CIS
Major countries/regions ASEAN Emerging markets (except Asia)
o) (non-manufacturing) (%) (non-manufacturing) (%) (non-manufacturing)
. 50.0 9.0
24 733 722 72.6
. 69.8 69.2 70.8 44.2 431 8.7
700 | g37 66.67 - , . T o411 423 801
40.0 38.3 t/ 7.0
60.0 - 35.7 '
514 53.2 , 332 333 339
56.0 __49.8 48.8 46.3 29 4.4% . 6.0 -
50.0 - - 3 s 65 200 42341 342
: 3,2 253 50 4
40.0 294 : 39
' 240 5 218 40 {7
200 {229 169 170 178
30.0 - 16.0
237 244 15;.0/./-\15 7 30
201 221 227 234 234 liV~~~ 135 139 20
20.0 165 17.4 15.4 2.0 - .
102 ~meeis 5 W7 140 182 148 163 10 123 186 127 134 17 11 X
100 | 231 13.9 105 . 103 101 gzt N T
9118 195 11 121 123 124 130 37 143 6.0 &2 oz 010
: 00 } .
‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘ 0.0 2011 2012 2013 2014 2015 2016 2017 2018 2019
2011 2012 2013 2014 2015 2016 2017 2018 2019 2011 2012 2013 2014 2015 2016 2017 2018 2019 (Year)
(612) (449) (414) (389) (381) (421) (401) (445) (449) (Year) =&=Mexico =®=Turkey Brazil =>=South Africa =3#¢=Russia & CIS
(Year) —o—Thailand —B=Indonesia == Vietham == Malaysia Philippines
=&—China =#—=ASEANG6 US =>¢=Western Europe === India

Note: 1) Numbers within brackets are the number of respondents for each year. Respondents. . Respondents FY 2011 and 2012 are firms that answered they “plan to newly invest overseas or expand existing business” minus the firms that didn't
answer about the functions they would expand. Respondents from 2013 onwards are the firms that answered “currently have an overseas base and planning to further expand operations” minus those that didn’t answer about expansion functions. 2)
ASEANSG firms that answered any of the following 6 countries: Singapore, Thailand, Malaysia, Indonesia, Philippines, Vietnam. There are no selection settings for the breakdown of Western Europe, Russia & CIS, Central and South Eastern Europe.
Myanmar and Cambodia are only from FY 2013’s survey onwards. From FY 2017 onwards, “Western Europe” applies to firms that selected the UK or Western Europe (excluding UK) 3) Proportion of number of firms who plan to expand one or
more of their functions in each country/region. Still counted as one firm even when expanding multiple functions in one country/region.
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International trade and overseas expansion: Countries/regions for overseas expansion

Vs

In China, the expansion ratio fell below the previous year’s in many industries

[ 18

Regarding business expansion by industry in China and ASEAN, in ASEAN 6, the proportion of firms expanding business increased in
both manufacturing and non-manufacturing industries almost across the board, with IT equipment/electronic parts & devices heading the
list. On the other hand, in China, the business expansion ratio fell below the previous year’s in many industries. Notably, in
textiles/clothing, chemicals, precision equipment, and retail, the ratio decreased by more than 20 percentage points from the previous

year.

Business expansion in China and ASEAN (by industry)

(Multiple answers, %)

No. of Vietnam Thailand Indonesia ASEANG China
firms FY18—FY19 FY18—FY19 FY18—FY19 FY18—FY19 FY18—FY19
Total 1,028 41.0 | +55 36.3 +15 23.6 +0.2 71.1 | +38 481 [ -73
Manufacturing 579| 399 f +85 382 +23] 250 +09| 713 | +53 518/ [§ -104
Food & beverages 88 39.8 +11.4 38.6 +139 22.7 +0.5 75.0 +10.8 4717 - 24
Textiles/clothing 40 40.0 | +141 175 +27 20.0 +15 57.5 +1.9 57.5 [I - 24
Wood & wood products/furniture & building 21| 429 +79 286 +86 381 +31] 810 +16.0 61.9 I -84
materials/paper & pulp 1 1 A
Chemicals 36 44.4 | +66 58.3 +2.7 25.0 -6.1 83.3 | +77 583 [l - 234
Medical products & cosmetics 24 375 -0.6 29.2 +0.6 12.5 -1.8 70.8 | +137 75.0 | +84
Coal & petroleum products/plastics/rubber products 33 69.7 [j} 275 36.4 +0.8 27.3 D +9.5 84.8 | +48 54.5 ] +10.%
Iron & steel/non-ferrous metals/metal products 66 37.9 | +97 39.4 +28 22.7 +0.2 68.2 | +4.8 40.9 |] -15.4
General machinery 57 456 | +94 50.9 +0.2 404 { +71 78.9 | +79 456 B 108
Electrical equipment 35| 343 | +54] 343 [§ -s7| 17a| [ -73] 657 [ -32 48.6 [g 158
IT equipment/electronic parts & devices 22 36.4 - | +156 318 | +11.0 45 +03] 501 L [+216 72.7 - 10.6
Cars/car parts/other transportation machinery 47 271.7 | +81 38.3 -88 29.8 +23 68.1 -4.4 55.3 1 +2.4
Precision equipment 26 34.6 | +11.3 385 | +11.8 30.8 |+17.5 57.7 | + 14.4| 50.0 Ei - 234
Other manufacturing 74 35.1 -0.7 41.9 +12.0 25.7 -12 71.6 +4.4) 47.3 |j -15.4
Non-manufacturing 449 42.3 +1.2 33.9 +0.6 21.8 -0.7 70.8 + 1.6 43.2 -3.3
Trade and wholesale 236 40.7 -16 36.9 -0.3 22.5 | +33 70.8 +2.9 52.5 - 5.4
Retail 25 240 [} -108 36.0 .+ 230 12.0 -541  64.0 | +11.8 320 [ # -202
Construction 32 46.9 -5.0 281 ] +96 25.0 -4.6 688 [ -53 281 & |+17.
Transport 25 60.0 +17.1 44.0 -17 16.0 [i -15.44 84.0 + 1.1 32.0 - 8.0
Communication, information, & software 23 47.8 | +145 30.4 | +15.6 17.4 -11 69.6 | +10.3 435 | +64
Professional services 24 41.7 -11.2 125 +0.7 25.0 | +13.2 66.7 + 2.0 25.0 -10.9
Other non-manufacturing 77 455 | +80 312 [ -49 247 [ -86 72.7 -2.3 35.1 | +37

Note: 1) n = the firms that answered “currently have an overseas base and planning to further expand operations” minus those that didn’t answer about expansion functions (FY2019). Ratio is the firms
that responded that they would expand their business in the relevant country/region, relative to the parameter of each industry. 2) Only answers for which 10 or more firms responded have been listed
for FY 2018 and 2019. 3) Still counted as one firm even when expanding multiple functions in one country/region. 4) ASEANG firms that answered any of the following 6 countries: Singapore,
Thailand, Malaysia, Indonesia, Philippines, Vietnam.
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International trade and overseas expansion: Functions to be expanded in overseas business

Vs

More firms place emphasis on sales and production functions in ASEAN

In terms of functions to be expanded overseas, 82.0% of firms answered
sales functions, followed by production of high value-added goods
(28.6%) and production of general-purpose goods (27.3%). Regarding
the countries and regions where to expand their sales or production
function, the respective proportions of firms citing Vietnam and/or
Thailand both increased from the previous year. Notably, in terms of
sales function, Vietnam rose from fourth place in the previous year to
second. From FY2011 onwards, the proportion of firms citing China has __J
been gradually declining, while the percentage of those putting

emphasis on ASEAN has been rising.

Expanding sales and production functions in China and ASEAN

Functions to be expanded overseas (top 3 countries)

(Multiple answers, %)

(nszt(?zlg) Rank 1 Rank 2 Rank 3

China Vietnam Thailand
Sales function 82.0 o 39.9 * 29.4 = 28.2
(- 1.4) -78) (+4.2) (+0.6)
Production (general purpose 27.3 i 11.3| \Yetnam | 10 3| Thailand 6.2
goods) -02) (- 1.6) (+15) -11)
Production (high value-added 28.6 11.g| Thailand 7.8| Vietnam 6.8
goods) (- .0) (- 1.8) E (+0.5) (+0.0)
R&D (new product 11.2 4.1 2.8| \detnam 2.0
developmen) (-02) (1) (-08) (+00)
R&D (change of specification 124 5.3| Thailand 3.2 S 3.0
for local market) “0.1) (-0.9) = (+0.5) (- 0.4)

China i

Regional HQ 10.0 3.2 3.0 é 2.6
(+14) (+0.7) (- 0.6) (+0.6)

Vietnam Thailand
Logistcs 12.7 5.4 * 4.0 = 3.7
(- 1.4) (+0.2) (+0.3) 0.

Note: 1) n = the firms that answered “currently have an overseas base and planning to further expand
operations” minus those that didn’t answer about expansion functions. 2) Figures in parentheses
indicate changes in the response rate from FY2018. Yellow highlighted cells are countries/that have

been cited by a higher proportion of respondent firms.
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Note: 1) For FY 2011, n = the firms that answered “plan to newly invest overseas or expand existing business”
minus those that didn’t answer about expansion functions. From FY2015, onwards, n= the firms that answered
“currently have an overseas base and planning to further expand operations” minus those that didn’t answer about
expansion functions. 2) ASEANG firms that answered any of the following 6 countries: Singapore, Thailand,

Malaysia, Indonesia, Philippines, Vietnam. Copyright (C) 2020 JETRO. All rights reserved.



3. Business environment in each country and region

- Higher recognition for Vietnam’s “market size/growth potential.”
The largest issue for doing business in US and China is “additional tariffs”-
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Business environment in each country and region: Attractions and advantages in each country and region q

f Attractions and advantages for business: “Market size/growth potential”
L occupying first place in many countries and regions

“Market size/growth potential” came first in terms of attractions and advantages for business in 12 countries surveyed excluding Taiwan.
The ratio of firms that consider it an attraction or advantage increased for all countries that were also covered by the previous survey
(FY2017), namely China, Thailand, Indonesia, the Philippines, Vietnam, India, the US, Mexico, and the UK. Furthermore, compared to
the previous survey, the percentage of firms attracted by “Plenty of land and office space, low land price and rent (land, offices)” in
Mexico jumped more than 5 percentage points.

J

Attractions and advantages in each country/region (top 10 items, by country/region) (Muliple answers, %)
, %

Rank China (n=2,040) | Taiwan (n=1,309) South Korea (n=578) Singapore (n=896) Thailand (n=1,264) Indonesia (n=932) Philippines (n=613)
1 I Market size/growth potential 91.1jPro-Japanese feeling 67.0 Market size/growth potential 49,7 | Market size/growth potential 57 .6 | Market size/growth potential 73.4 | Market size/growth potential 86. 5| Market size/growth potential 76.2
2 | Clustering ofcustomer firms 28. 5l Market size/growth potential 49. 0 Clustering ofcustomer firms 31.7|Political and social stability 41.6|Pro-Japanese feeling 47.7|Labor cost/labor force 27.3]|Labor cost/labor force 333
3 |Ease of local procurement 20.9|Clustering ofcustorerfirs [ 22,5 Infrastructure 19.0[Communications 29.5]Clustering ofcustomer firms | 31,3[Pro-Japanese feeling | 26.9|Pro-Japanese feeling | 27.9
4 |Labor cost/labor force 13.3|Communications 22.1|Communications 18.5|Pro-Japanese feeling [ 24.0(Labor cost/labor force 18.8|Clustering of customer firms 21.4|Communications 22.3
5 [Infrastructure 11.3|Political and social stability | 18,1 |Ease of local procurement 15.1{Infrastructure 20.9|Ease of local procurement 18.2(Land, offices 8.4|Clustering of customer firms 14.8
6 |Communications 10.4|Personnel quality 15.0|Personnel quality 13.0|Living environment|  20.2|Living environment|  17.4|Ease oflocal procurement 8.2[Land, offices 10.3
7 |Personnel quality 10.3|Infrastructure 14.7 | Technological capability 10.6(Clustering ofcustorrer firms, | 17.5|Political and social stability | 12,1 |Political and social stability 6.7[Personnel quality 6.7
8 [Technological capability 5.9|Ease of local procurement 12.1{Speedy procedures 6.7|Speedy procedures| 17.5|Infrastructure 11.9(Personnel quality 6. 1| Ease of local procurement 5.9
9 |Living environment|  4.5[Living environment|  9.9[Living environment|  6.7| Tax system 14.3|Personnel quality 10.3|Communications 4.7|Political and social stability 5.1
10 [Land, offices 4.4|Speedy procedures 8.2|Employee retention rate 5.4|Personnel quality 13.6|Land, offices 9.7|Employee retention rate 4.5|Tax system 4.7
Rank Vietnam (n=1,410) India (n=733 US (n=1,177 Mexico (n=296) UK (n=409) Germany (n=508)

1 W Market size/growth potential 86. 1| Market size/growth potential 94. 0| Market size/growth potential 85.4 | Market size/growth potential 79.4 | Market size/growth potential 57.7 | Market size/growth potential 064.

2 |Pro-Japanese feeling |  41.5]|Labor cost/labor force 27.6|Political and social stability [ 30,2 |Clustering of customer firms 33.1|Communications 34.5|Political and social stability [ 33.5

3 |Labor cost/labor force 40.9|Clustering ofcustomer firms 18.8| Communications 28.5|Labor cost/labor force 19.9|Infrastructure 21.0|Clustering ofcustorer firms 27.6

4 |Personnel quality 19.6(Pro-Japanese feeling 13.6/Clustering ofcustomer firms 27.7|Ease of local procurement 13.5]Clustering ofcustorrer firms 20.5|Technological capability 22.0

5 [Clustering ofcustomer firms 18.1|Personnel quality 10.2|Infrastructure 21.0[Pro-Japanese feeling | 11.5[olitical and social stability |  20.3|Infrastructure 21.3

6 [Political and social stability | 1.7 | Technological capability 10.0|Living environment|  17.5|Land, offices 10.1 [Living environment|  20.0[Personnel quality 17.3

7 |Land, offices 11.4|Ease of local procurement 9.8|Ease of local procurement 15.5]Infrastructure 6.1 Technological capability 15.6|Living environment| 17.1

8  |Ease of local procurement 8.9|Communications 9. 1| Technological capability 13.9]Political and social stability 5.4|Pro-Japanese feeling [ 14.2|Communications 16.9

9 |Living environment 6.7|Land, offices 7.9|Pro-Japanese feeling [ 13.5|Communications 5.4|Personnel quality 13.4|Pro-Japanese feeling |  15.9

10 |Employee retention rate 6.2|Political and social stability 4.8[Personnel quality 10.7|Tax system 3.7|Ease of local procurement 11.2|Ease of local procurement 15.4

Notes 1) n = total number of firms that responded regarding attractions and advantages in each country/region (only for countries/regions where they are currently doing business or
considering doing so).

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

3) Cells highlighted in yellow indicate that the response rate rose compared to the previous survey (FY2017). Cells highlighted in orange with an italicized number indicate an increase of 5
percentage points or more. Cells with a bold number indicate that the response rate declined by 5 percentage points or more. However, 4 countries, Taiwan, South Korea, Singapore, and
Germany, were not included in the previous survey, and therefore, no time series comparisons are available.

4) Attractions and advantages are ranked in descending order of response rate by country/region. Those whose response rates are the same are given the same rank.

5) Refer to the reference material (p. 57) for the original expressions of the attractions and advantages.
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Business environment in each country and region: Attractions and advantages in each country and region

Vs

.

Vietnam’s “market size/growth potential” gaining increased recognition

For China and Vietnam, the ratio of firms that consider “market
size/growth potential” as an attraction has been on the rise. From
FY2013 to FY2019, the ratio increased 11.1 percentage points for
Vietnam and 5.3 percentage points for China. Other attractions
and advantages for which response rates increased include: “land,
offices” for Thailand, up 5.0 percentage points;, “personnel
quality” for China, up 4.9 percentage points; “political and social
stability” for Thailand, up 4.8 percentage points; and “ease of
local procurement” for Vietnam, up 3.8 percentage points.

Attractions and advantages in China (top 10 items)
(Multiple answers, %, % points)

Attractions and advantages in Vietnam (top 10 items)
(Multiple answers, %, % points)

China
Rank| Attractions/advantages RUENTS | [RUAT || RV | (Rl

(n=1,841) | (n=1,879) [ (n=2,040) | >FY2019
1 | Market size/growth potential 85.8 89.8 91.1 53
2 |Clustering of customer firms 271.3 27.4 28.5 1.2
3 |Ease of local procurement 19.1 21.8 20.9 1.8
4 |Labor cost/labor force 16.9 13.6 13.3 A 3.6
5 |Infrastructure 13.6 12.8 11.3 A 23
6 |Communications 7.5 10.1 10.4 2.9
7 | Personnel quality 5.4 9.0 10.3 4.9
8 |Technological capability - 6.1 5.9 -
9 |Living environment 4.5 4.2 4.5 A 0.0
10 [Land, offices 2.9 3.2 4.4 1.5

Attractions and advantages in Thailand (top 10 items)
(Multiple answers, %, % points)

Vietnam Thailand
Rank| Attractions/advantages FY2013 | FY2017 | FY2019 | FY2013 Rank| Attractions/advantages FY2013 | FY2017 | FY2019 | FY2013

(n=1,047) [ (n=1,261) | (n=1,410) | >FY2019 (n=1,372) | (n=1,299) | (n=1,264) | =FY2019
1 |Market size/qrowth potential 75.0 82.2 86.11 E 1 |Market size/growth potential 73.5 69.2 73.4 A Q.1
2 |Pro-Japanese feeling - 42.8 41.5 - 2 |Pro-Japanese feeling - 52.1 47.7 -
3 |Labor cost/labor force 44.0 41.9 40.9 A3l 3 |Clustering of customer firms 39.1 35.5 31.3 AT8
4 |Personnel quality 19.7 20.2 19.6 A 0.1 4 |Labor cost/labor force 18.6 17.7 18.8 0.2
5 |Clustering of customer firms 14.7 19.8 18.1 3.4 5 |Ease of local procurement 20.4 19.6 18.2 A 22
6 |Political and social stability 15.3 17.8 16.7 1.4 6 |Living environment 21.4 20.2 17.4 A 4.0
7 |Land, offices 8.3 12.3 11.4 3.1 7 [|Political and social stabﬁty 7.3 11.2 12.1 4.8
8 |Ease of local procurement 5.1 8.7 8.9 3.8 8 |Infrastructure 23.9 13.9 119 A 120
9 |Living environment 4.0 6.9 6.7 2.7 9 |Personnel quality 13.7 10.9 10.3 A 34
10 |Employee retention rate 5.3 7.0 6.2 0.9 10 |Land, offices 4.7 6.7 9.7 5.0

Notes 1) n = total number of firms that responded regarding attractions and advantages in each country/region (only for countries/regions where they are currently doing business or considering doing so).
2) The value in each cell is the response rate for each item for number of responding firms (n) of each country/region (= number of responses for each attraction or advantage / n).

3) Highlighted cells indicate that the response rate rose compared to the previous survey.

4) “Technological capability of local firms and universities, etc.” and “pro-Japanese feeling” were newly established items in FY2017. “Clustering of customer firms (delivery destinations)” was “clustering of
trading partners (delivery destinations)” in FY2013. “High employee quality, abundant highly qualified personnel” was “high employee quality” in FY2013.

5) Refer to the reference material (p. 57) for the original expressions of the attractions and advantages.
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Business environment in each country and region: Business issues in each country and region

Vs

Issues for business: Additional tariffs, the largest business issue in US and China

J/

The largest business issue in the US and China is “additional tariff measures between the US and China™ as pointed out by 60% and 50%
of firms respectively. Meanwhile, “Brexit risk” is considered the biggest issue for business in the UK, as was the case in the previous
survey (FY2017). Issues with a far higher response rate than in the previous survey include: “political/social situations, security” in
China; “natural disasters, environmental pollution” in Indonesia; “political/social situations, security,” “collection of bills,” and
“infrastructure” in Mexico; and “political/social situations, security” in the UK.

Issues in each country/region (top 10 items, by country/region)

(Multiple answers, %)

Rank China (n=2,123) Taiwan (n=1,005) South Korea (n=849) Singapore (n=737) Thailand (n=1,002) Indonesia (n=797) Philippines (n=588)
1 reomnssnmusmeneussocn: | 60,8 No particular issues| 46, 3|politicalisocial siuations, security [ 61.2|No particular issues| 51.7[No particular issues| 31.6 |No particular issues| 26.0|No particular issues| 28.6
2 |Politicalsocial situations, security | 42 [assmnaatt e neusima cnna 15.3|No particular issues| 14.6[High/rising labor cost 30.3|High/rising labor cost 23.6|Infrastructure 22,6 |politicalisocial sitations, security | 27,6
3 |IP protection 40,7 [politicatisocial situations, security | 13, 5 |nastoramttnesuesanensevsmacns |12 G Labor shortage, difficulty in hiring 9.2 politicalisocial situations, security [ 18, 2 [Politicalisocial stuations, security | 22, 3[ Infrastructure 24.0
4 [High/rising labor cost 37.8|High/rising labor cost 12.2|High/rising labor cost 11.5|Collection of hills 5.4|Administrative procedures 11.8|Administrative procedures 21.8|Collection of bills 19.2
5 |Collection of bills 35.0|Collection of bills 6.9|IP protection 9, B |rectormmtt o s ma china 4,9 [raturat isasters, environmenal polttion 11.5]tegal system and itsenforcement| 19,4 [returel sisasrs, environmentat pottuion | 15,1
6 |Administrative procedures 28.7|Administrative procedures 6.8|Exchange risk 9.4|Exchange risk 3.4 |abor shortage, difficulyy inhiring| 10, 3| Collection of bills 17.7 |Legal system and itsenforcement| 12,2
7 |tealsysem anditsenforcement| 18 5|Exchange risk 4.8|Collection of bills 8.6|Administrative procedures 3.1|Exchange risk 10.1|Exchange risk 16.3|Administrative procedures 11.6
8 |Taxsystem and procedures 18.5|IP protection 4.4 |Administrative procedures 6.9|Clustering of related industries 2.7|Collection of bills 10. 0 [neturat disasters, environmentat potiution |1 G, ] [Clustering of related industries 11.4
9 |Exchange risk 14,9 |natural disaters, environmental potution 4, 3|egal system and its enforcement 48| Tax system and procedures 2. 2 |passonat mesures bswen ieus ma cna 7.8| Tax system and procedures 14.6|Exchange risk 8.7
10  [Natwral disasers, environmentat pollution 12 .8 [Labor shortage, difficulty in hiring, 3.3 |abor shortage, difficulty in hiring 3.4 |Politicalisocial situations, security 2.0|Legal system and its enforcement 7.1|High/rising labor cost 12.3|Tax system and procedures 7.7
Tax system and procedures 3.3
Rank Vietnam (n=1,107) India (n=629 US (n=1015 Mexico (n=371) UK (n=591) Germany (n=485)
1 |No particular issues| 25.4|Infrastructure 32, Qffpecomnastt b navsmacrns | 5, APoliticalisocial stuations, security | 34,5 | Brexit risk 65.7|No particular issues| 48.2
2 |Administrative procedures 22.4|Collection of bills 27.0[No particular issues| 25.8[No particular issues| 30.2 [No particular issues| 22.5|Brexit risk 26.0
3 |Infrastructure 20.0|Administrative procedures 24.0|High/rising labor cost 20.0|Collection of bills 16.2 |Exchange risk 12.7|High/rising labor cost 15.5
4 |recalsystem andisenforcement| 19, 8Legal system and isenforcement| 21,9 Exchange risk 16,4 [rasmnatett mssures b us ma chna 15.9|High/rising labor cost 11.5|Exchange risk 9.7
5 |Collection of bills 18.5|No particular issues|  21.1[Administrative procedures 9.0|Exchange risk 14, 3 |poliicalisocial situations, security B e beus i crne 4.9
6 |High/rising labor cost 15, 3Politicalisocial situations, security | 2(), 3[L-abor shortage, difficulty in hiring 7.5|Infrastructure e 5.1 | Administrative procedures 4.7
7 |Tax system and procedures 13.9|Tax system and procedures 19. 2 politicalisocial situations, security 6.5 Legal system and its enforcement 8.6 Administrative procedures 3. 6/Labor shortage, difficulty in hiring 4.3
8 [Clustering of related industries 1.0. 7 |natwrat disasters, environmena poliution 18.3|Tax system and procedures 4. 3| Administrative procedures 8. 1 |Labor shortage, difficulty in hiring 2.7 |Politicalisocial situations, security 2.9
9 [Politcalisocial situations, security 9.4|Exchange risk 11.1|Brexit risk 3.4|High/rising labor cost 7.3|Collection of bills 1.9[Collection of bills 2.1
10 [Exchange risk 8.5|IP protection 10.2|Collection of bills 3.3 Tax system and procedures 6.7/ Tax system and procedures 1.7 Tax system and procedures 1.4

Notes 1) n = total number of firms that responded regarding issues in each country/region (only for countries/regions where they are currently doing business or considering doing so).
2) The value in each cell is the response rate for each item for number of responding firms (n) of each country/region (= number of responses for each issue / n).
3) Cells highlighted in yellow indicate that the response rate rose compared to the previous survey (FY2017). Cells highlighted in orange with an italicized number indicate an increase of 5 percentage points or
more. Cells with a bold number indicate that the response rate declined by 5 percentage points or more. However, 4 countries/regions, Taiwan, South Korea, Singapore, and Germany, and the issue, “additional
tariff measures between the US and China,” were not included in the previous survey, and therefore, no time series comparisons are available.

4) Issues are ranked in descending order of the response rate by country/region. Those whose response rates are the same are given the same rank.

5) Refer to the reference material (p. 57) for the original expressions of the issues.
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Business environment in each country and region: Business issues in each country and region @
p

Additional tariffs posing risk on business in East Asia and Latin America as well

J/

“Additional tariff measures between the US and China” was seen as a business issue by not only firms doing business in China and the
US, but also more than 10% of firms doing business in Taiwan, South Korea and Mexico. On the other hand, the response rate for
“additional tariff measures between the US and China” fell short of 10% for Vietnam and Thailand. Furthermore, a large proportion of
firms doing business in Europe such as the UK, Germany and France identified “risks/problems from the decision for the UK to leave the
EU” as a business issue.

Response rate for “there are risks/problems from additional tariff Response rate for “there are risks/problems from the decision for
measures between the US and China™ the UK to leave the EU™
(Multiple answers, %, (no. of firms)) (Multiple answers, %, (no. of firms))
Respondent countries', regions' response | Other countries', regions' response rates | |Respondent countries', regions' response | Other countries', regions' response rates
rates (n) (n) rates (n) (n)

China 60.8  (2,123)}France 12.5 (32)[JUK 65.7 (591)JFrance 18.8 (32)
UsS 50.2 (1,015] Bangladesh 9.1 (12)| |Germany 26.0 (485)JRussia 12.5 (16)
Mexico 15.9 (371)|Malaysia 8.8 (34)||US 3.4  (1,015)|Myanmar 0.0 47
Taiwan 15.3  (1,005)|Hong Kong 8.3 (24)| |Mexico 2.4 (371)[Malaysia 0.0 (34)
South Korea 12.8 (849)|Myanmar 6.4 (47)| |China 2.2 (2,123)|Hong Kong 0.0 (24)
Thailand 7.8 (1,002)|Russia 6.3 (16)| [South Korea 1.2 (849)|Bangladesh 0.0 (112)
Vietnam 6.6  (1,107)[North and Latin 158 (19) Philippines 0.9  (588)|Europe total 25.0 (80)
Philippines 5.1 (588)|America total Singapore 0.8 (737)|Africa total 14.3 (21)
UK 5.1 (591)|Africa total 9.5 (21)| [Thailand 0.8 (1,002)|Russia and CIS total 11.1 (18)
Germany 4.9 (485) |Middle East total 8.0 (25)| [India 0.8 (629)| Asia and Oceania total 0.6 (158)
Singapore 4.9 (737)|Asia and Oceania total 6.3 (158)| | Taiwan 0.7 (1,005)North and Latin 0.0 (19)
Indonesia 4.8 (797)|Russia and CIS total 5.6 (18)| | Vietnam 0.5  (1,107)]America total '

India 4.1 (629)|Europe total 5.0 (80)| [Indonesia 0.4 (797)|Middle East total 0.0 (25)

Notes 1) The number of respondents in parentheses (n) = total number of firms that responded for issues in each country/region (only for countries/regions where they are currently
doing business or considering doing so).

2) The value in each cell is the response rate for each item for the number of respondents (n) for each country/region (= number of responses for each issue / n).

3) Cells highlighted yellow indicate issues with response rate of 10% or greater.

4) Other countries/regions are those referred to by respondents in answers to the open-response question. Only countries/regions where the number of respondent firms is 10 or more
are listed. Each regional total includes countries/regions referred to in answers to the open-response question, which are considered to be part of the respective regions.
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Business environment in each country and region: Business issues in each country and region

Additional tariffs between US and China and Brexit considered business risks

for wide range of industries

[ 25 )

A look at the responses by industry reveals that a large proportion of firms in the cars/car parts/other transportation machinery and
transport industries in both the US and China stated that they were faced with “risks/problems from additional tariff measures between
the US and China.” As for the UK, “risks/problems from the decision by the UK to leave the EU” was pointed out by firms in a wide
range of industries, with more than 80% of firms in the professional services and medical products & cosmetics industries recognizing

Brexit as a business issue.

Response rate for “there are risks/problems from additional tariff
measures between the US and China” (by industry)
(Multiple answers, %, (no. of firms))

Response rate for “there are risks/problems from the decision by the
UK to leave the EU” (by industry)

(Multiple answers, %, (no. of firms))

China (n) Us (n) UK (n) [ Germany (n)

Total 60.8 (2,123)| 50.2 (1,015) Total 65.7 (591)| 26.0 (485)
Manufacturing 615 (1,273)] 49.0 (682) Manufacturing 649 (388)] 255 (333)
Food & beverages 508 (321)] 355 (214) Food & beverages 578 (109)| 179 (84)
Textiles/clothing 568 (81)] 625  (40) Textiles/clothing 80.0 (25) 250 (16)
Wood & wood products/furniture & building materials/paper & pulp 66.7 (36) 61.9 (21) Wood & wood products/furniture & building materials/paper & pulp 58.3 (12) )
Chemicals 66.2 (74| 514 (37) |Chemicals 471 (17)
Medical products & cosmetics 517 (58)] 458 (24) Medical products & cosmetics 882 (7 400 (15
Coal & petroleum products/plastics/rubber products 604  (53)] 421 (19) Coal & petroleum products/plastics/rubber products [ 813  (16) 273  (11)
Ceramics/earth & stone 542  (24) ) Ceramics/earth & stone 4 )
Iron & steel/non-ferrous metals/metal products 70.7 (123)| 476  (63) Iron & steel/non-ferrous metals/metal products 59.1  (44)] 195 (41)
General machinery 70.4 (115 603 (63) General machinery 618 (34| 242 (33)
Electrical equipment 783 (60)] 654 (26) Electrical equipment 682 (22 412 (17

IT equipment/electronic parts & devices 732 (4 600 (20) IT equipment/electronic parts & devices 8) 8)

Il Cars/car parts/other transportation machinery 82.8 (64)| 75.7 (37) Cars/car parts/other transportation machinery 76.9 (13)f 308 ()
Precision equipment 672 (58)| 533  (30) Precision equipment 722 (18| 222 (19
Other manufacturing 539 (165)| 494 (79 Other manufacturing 542  (48)] 224  (49)
Non-manufacturing 59.6 (850)| 529 (333) Non-manufacturing 67.0 (203) 27.0 (152)
Trade/wholesale 612 (523)| 558 (190) Trade/wholesale 652 (115| 213  (94)
Retail 420 (50| 526 (19) Retail 81.8 (11 (6)
Construction 688 (32) 333 (15 Construction 80.0 (10 (©)]

[ Transport 762  (42)] 824 (17 Transport 80.0  (10) @
Finance/insurance 667 (30)| 700 (10) Finance/insurance (7 (3)
Communication, information, & software 511  (45)] 333 (19) |Communication, information, & software 571 (14 364 (11)
Professional services 565 (23)] 467  (15) Professional services 923 (13 (6)
Other non-manufacturing 53.3  (105) 429 (49) Other non-manufacturing 478  (23)[ 250 (16

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

3) Highlighted cells indicate issues with response rate of 60% or greater. 4) Response rates for industries with fewer than10 respondent firms are not provided (diagonal line).
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,Business environment in each country and region: Business issues in each country and region @
Response rates for other issues generally declined

For the top 3 countries in terms of the number of firms identifying business issues, the response rate for each issue has shown a general
declining trend. Although the percentage of firms identifying business issues in China remains relatively high, the response rates have
generally dropped; in particular, the response rate for “legal system and its enforcement” plunged more than 20 percentage points from
FY2012 (45.1%). For Thailand, the response rate for “natural disasters, environmental pollution” decreased more than 30 percentage
points from FY2012 (41.6%), while that for “political/social situations, security” decreased more than 20 percentage points from FY2013
(46.4%). For Vietnam, the response rate for “infrastructure” tumbled more than 20 percentage points from FY2012 (43.6%).

.

Issues in China Issues in Thailand Issues in Vietnam
(Multiple answers, %) (Multiple answers, %) (Multiple answers, %)

70.0 70.0 70.0 == Exchange risk
—= Clustering of related

60.0 - 60.0 60.0 industries
== Collection of bills

50.0 - 50.0 - 50.0 - == High/rising labor cost
== Labor shortage, difficulty

in hiring

40.0 40.0 40.0 —o= Infrastructure
== |_egal system and its

30.0 30.0 ‘ 30.0 enforcement
— |P protection

i | | Tax system and

20.0 20.0 He—e 20.0 procedures
== Administrative procedures

10.0 A 10.0 1 % 10.0 1 %= Political/social situations,

& —— - e— security
- Natural disasters,
0.0 : : : : : 0.0 ‘ ‘ ‘ : : 0.0 ‘ ‘ ‘ ‘ ‘ ‘ environmental pollution
FY2012 FY2013 FY2014 FY2015FY2017 FY2019 FY2012 FY2013FY2014FY2015FY 2017 FY2019 FY2012 FY2013 FY2014 FY2015 FY2017 FY2019

Notes 1) Only countries/regions where firms are currently doing business or considering doing so are covered. The number of respondents for each country in FY2019 is as described on p. 23. The number of
respondents for each country in or before FY2017 is as follows:

FY2012: China, 1,304; Thailand, 750; Vietnam, 612 FY?2013: China, 2,018; Thailand, 1,217; Vietnam, 878 FY2014: China, 1,946; Thailand, 1,288; Vietnam 996

FY2015: China, 1,942; Thailand, 1,267; Vietnam, 1,042 FY?2017: China, 1,853; Thailand, 1,048; Vietnam, 952

2) Each value is the response rate for each issue for the number of respondents for each fiscal year (= number of responses for each issue / n).

3) The item of “there are risks/problems from additional tariff measures between the US and China” newly established in FY2019 and that of “there are risks/problems from the decision by the UK to leave the
EU” newly established in FY2017 are not included the charts. The items of “no particular risks or issues recognized ” and “others™ are not included in the charts, either. “Labor shortage, difficulty in hiring
qualified personnel” was “labor shortage, difficulty in recruitment” in FY2013-2015 and was not included in the FY2012 survey. “Underdeveloped infrastructure (electricity, transportation, communications,
etc.)” was “underdeveloped infrastructure” in FY2012-2015. “Tangled tax system and procedures” was “tax risks/problems” in FY2012-2013. “Risks in political situations, problems with social situations and
security” was “Risks in political situations” in FY2012. “Risks of natural disasters or environmental pollution” was “risks of natural disasters” in FY2012. “Tangled administrative procedures (obtaining

permits, etc.)” was newly established in FY2014.
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4. Impacts of trade protectionism

- The ratio of respondents reporting negative effects has expanded to 20%.
Firms are shifting supply chains from China to Vietnam or Thailand -
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Impacts of trade protectionism: Impacts of trade protectionism

[ Negative effects of trade protectionism felt by larger proportion of firms

The percentage of firms answering that protectionist movement (trade protectionism) since 2017 had “no impact” on their business at the
time of the survey decreased from 43.1% in the FY2018 survey to 37.2%, whereas that of firms answering that it had “overall negative
impacts” increased 4.9 percentage points from 15.2% to 20.1%. Regarding the outlook for the future (about two to three years), 23.2% of
firms stated that there would be “overall negative impacts” and 41.9% chose the response alternative of “unknown.” Both at the time of
the survey and regarding the future, the ratio of large-scale firms reporting “overall negative impacts” was higher than that of their SME
counterparts.

Impacts of trade protectionism (by firm size, by point of time, time series)

(Total) (Large-scale firms) (SMEs)
<Attime ofsurvey>

= HHNHHNHHE ,r"}f"_,«" HNNHNM '|'|'|'|y/ [ ]|
FY2018 FY2018 Nlt |'|I FY2018 N NN
28.0 6.7 W Lyt . . '|'| CIHN . X
(0-0329 u gt e & <n:2,77o> o i £ L
;{ Il"'l"""'l'?’f’ |I|I|I|I|I|I|I|I|I:’{!V
FY2019 I 1 —1 FY201 ! e
(nroge) 21418 (e 02 Al el (Lo ashlil e o
' lf/-: llll lllllllll/‘ "“.ﬁ Illlllllllllllllll -f‘"“ ﬁﬁ
0 10 20 30 40 50 60 70 80 90 100 (%) 0 10 20 30 40 50 60 70 80 90 100 %) 0 10 20 30 40 50 60 70 80 90 100 (%)

FY2018

FY2018
(n:3,385)

FY2018
(n:2,770)

% v
FY2019 FY2019 FY2019 /
(n:3,563) %‘/}” (n=573) % <n:2,990) e .4%'4% -

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

OOverall positive impacts B Qverall negative impacts O Around the same level of positive and negative impacts O No impact Unknown ONo answer

Note: n = total number of respondent firms.

* The “protectionist movement” (trade protectionism) in this survey indicates polices and measures since 2017, which include US sanctions against China (Article
301 of Trade Act) and tariffs increase on steel and aluminum (Article 232 of Trade Expansion Act), as well as retaliatory measures being taken against the US by
other countries and other policies and measures that have been put in place or are under consideration at the time of this survey.
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Impacts of trade protectionism: Impacts of trade protectionism
p

)

Many industries suffering negative effects more severely

|\ J

A look at the impacts of trade protectionism by industry finds that of all response alternatives, “overall negative impacts” recorded the

highest response rate from firms in the cars/car parts/other transportation machinery and transport industries. In addition, a relatively

large proportion, more than 30%, of firms in the electrical equipment and iron & steel/non-ferrous metals/metal products industries

reported that they felt “overall negative impacts.” Compared to the FY2018 survey, the response rate for “overall negative impacts”

increased in many industries.
Impacts of trade protectionism: At time of survey (by industry) (%)
Overall positive | Overall negative Around th_e_same .
No. of impacts impacts level of positive and No impact Unknown No answer
. negatlve |mpacts
firms Fyis— FYis— Fyis— Fyis— Fyis— FYis—
FY19 FY19 FY19 FY19 FY19 FY19

Total 3,563 1.7 A0.2 20.1 +4.9 6.1 +1.0 37.2 AB.9 27.1 A10 7.8 +1.1
Manufacturing 1,974 15 A 0.6 20.8 +3.6 6.7 +1.9| 36.3 AS5.1 275 Al13 7.2 +1.6
Food & beverages 537 17 +0.6 9.5 +0.5 5.8 +1.8| 40.0 A3.0 33.9 A26 9.1 +2.7
Textiles/clothing 120 0.8 A0.2 125 A33 5.8 +4.8| 40.0 A55 29.2 +0.5 11.7 +3.7
Wood & wood products/furniture & building materials/paper & pulg 72 1.4 A0.] 22.2 +9.0 8.3 +2.5 33.3 A12.3 29.2 +2.7 5.6 Al8
Chemicals 91 11 +1.1] 26.4 +5.9 11.0 +8.8 275 A 20.9 30.8 +7.1 33 A21
Medical products & cosmetics 70 14 A2.9 129 +2.7 4.3 A0Q01f 557 +6.4 20.0 A46 5.7 AlS5
Coal & petroleum products/plastics/rubber products 87 11 A 3.5 23.0 +1.7 6.9 +1.3 44.8 +59 23.0 A39 11 Al6
Ceramics/earth & stone 32 0.0 0.0 12.5 +2.5 9.4 +2.7 40.6 +0.6 313 A4 6.3 A04
Iron & steel/non-ferrous metals/metal products 212 24 A20 31.1 +9.4 57 Al6 31.1 A80 226 Al10 7.1 +3.2
General machinery 167 0.6 A18 29.9 +12.9 7.8 +0.5 37.7 Al3 19.2 A 8.3 4.8 A19
Electrical equipment 93 0.0 0.0 312 +2.0 3.2 A2.0 33.3 A21 23.7 A34 8.6 +5.5
IT equipment/electronic parts & devices 61 3.3 A04 16.4 A10.9 115 +7.8 29.5 AB9[ 36.1 +8.8 3.3 +1.5
Cars/car parts/other transportation machinery 108 0.0 A10 39.8 +1.4 8.3 +5.3 26.9 AT5 21.3 +1.1 3.7 +0.7
Precision equipment 82 1.2 A13 28.0 +10.1 7.3 ALl7( 305 A0.3 25.6 ATT 7.3 +0.9
Other manufacturing 242 2.5 A0.3 20.7 +5.9 7.0 +2.9 33.5 A12.2 26.9 +15 9.5 +2.1
Non-manufacturing 1,589 2.1 +0.4 19.2 +6.5 5.4 A0.2 38.4 AB.7 26.5 A05 8.4 +0.5
Trade and wholesale 797 21 A0.2 235 +8.1 6.4 +0.1 37.0 ATA 24.1 A0.0 6.9 A 0.6
Retail 110 0.9 +0.0 18.2 +9.4 55 +1.9 33.6 A14.6 33.6 +2.9 8.2 +0.3
Construction 111 2.7 +2.7 9.9 A20 2.7 A42 54.1 +8.5 25.2 A25 54 A25
Transport 72 4.2 +4.2] 33.3 +13.3 8.3 A28 20.8 All4 22.2 A 8.9 11.1 +5.6
Finance & insurance 78 0.0 0.0 19.2 +8.1 2.6 All 25.6 +0.9] 41.0 A9.6 115 +1.7
Communication, information & software 96 21 +0.0 8.3 +5.2 31 +0.0] 57.3 Alb 22.9 +0.2 6.3 A4l
Professional services 62 6.5 +4.8 129 A0Q04 8.1 +8.1| 46.8 A82 145 AB.5 11.3 +1.3
Other non-manufacturing 263 11 A0.9 12.2 +3.7 3.8 A1.0 37.6 Al116 32.3 +4.5 129 +5.3

Notes: 1) No. of firms is the total number of firms responding to the FY2019 survey. 2) Highlighted cells are the top 3 industries for each item in
terms of response rate. Bold digits show the items with the highest response rate for each industry.
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Impacts of trade protectionism: Impacts of trade protectionism
p

)

Negative effects felt more severely mainly in three major metropolitan areas
An examination of the impacts of trade protectionism by location of respondent firms reveals that the response rate for “overall negative
impacts” is relatively high among firms located in Kanto/Koshinetsu, Chubu, and Kansai and that it increased from the previous year’s
survey in each of these areas. Of all respondent firms in these areas, an especially high response rate for “overall negative impacts” and a
large increase in the rate from the previous year’s results were recorded among those located in Tokyo, Aichi, and Osaka. Meanwhile, the
response rates for “no impact” and “unknown” are higher among firms in Shikoku than the corresponding rates among firms in other
areas.

Impacts of trade protectionism: At time of survey (by area) (%)
Overall positive | Overall negative Around th.e.same .
. . level of positive and No impact Unknown No answer
N_o. of impacts impacts negative impacts
firms
FY18— FY18— FY18— FY18— FY18— FY18—
FY19 FY19 FY19 FY19 FY19 FY19
Total 3,563 17 A0.2 20.1 +4.9 6.1 +1.0] 37.2 AB9 27.1 AL10 7.8 +1.1

Hokkaido/Tohoku 241 12 AQ04 154 +4.6 4.1 Al6] 39.0 AlS 30.7 AQ.7 9.5 AQ4

Kanto/Koshinetsu 1,523 15 A0.3 22.3 +4.3 6.6 +0.8 38.3 A40 23.6 A26 7.6 +1.8

|T0 kyo 885 16 AQ.2 24.1 +5:9 6.6 AQ1l 37.6 AS53 22.9 A20 7.2 +1.6

Chubu 346 14 Al2 20.8 +4.6 7.8 +43| 324 A10.7 315 +3.5 6.1 AQ4

|Aichi 234 1.7 +0.4 22.6 +5.0 6.8 +2.6/ 30.3 A129 329 +6:4 5.6 AL6

Hokuriku 138 14 AQ0.2 13.0 +0.3 94 +35( 37.0 ATl 33.3 +7:1 5.8 A35

Kansai 695 1.9 AQ7 22.6 +8.0 6.0 +1.0{ 36.1 ATT 25.3 A21 8.1 +1.5

|Osaka 381 2.1 Al3 26.2 +10.5 6.3 +0.1{ 354 N 22.3 A38 7.6 +1.2

Chugoku 199 2.5 +0.2 16.6 +4.1 55 +4.4| 36.2 A110[ 312 +2.2 8.0 +0.1

Shikoku 138 2.2 +2.2 116 Al2 14 A23| 413 AB1 35.5 +5.4 8.0 +2.0

Kyushu/Okinawa 283 2.8 +1.7 14.8 +7.9 4.6 Ale] 37.1 A5l 314 A46 9.2 +1.8

Notes: 1) No. of firms is the total number of firms responding to the FY2019 survey. 2) Highlighted cells indicate prefectures/areas with a higher
response rate than that for total. Shaded cells indicate prefectures/areas with a response rate which increased more than 5 percentage points from
FY2018. Bold digits show the items with the highest response rate for each prefecture/area.
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Impacts of trade protectionism: Policies affecting business
p

Additional tariffs have strong effect on large-scale firms

[ 31)

(By firm size)

(Multiple answers, %)

Additional tariffs imposed on Chinese
products based on Section 301 of the Trade
Act

Retaliatory tariffs by China toward the US
in response to additional tariffs imposed by
Section 301 of the Trade Act

Export control and strengthening
regulations on investment by the US
government

Additional tariffs of the US imposed on
steel and aluminum (Section 232 of the
Trade Expansion Act)

US national security investigation of
imports of automobiles and automobile
parts (Section 232 of the Trade Expansion
Act)

Retaliatory tariffs of countries/regions
against additional tariffs of the US imposed
on steel and aluminum (Section 232 of the
Trade Expansion Act)

Other

Unknown

No answer

0.0 20.0 40.0 60.0

37.0 |

50.7]

333
21.5
30.2
1] 19.1
| Total
(n=996)

21.9

145
8.8
: 16.0

firms
(n=215)

O SMEs
(n=781)

O Large-scale|

271.7

]29.3

J
As for specific trade policies affecting their business, the largest proportion (37.0%) of respondents reported “Additional tariffs of the US
imposed on Chinese products.” By firm size, 50.7% of large-scale firms cited it as a trade policy affecting their business, a higher
percentage than that of their SME counterparts (33.3%). By industry, many firms in the chemicals, IT equipment/electronic parts &
devices, and electrical equipment industries stated that they were affected by “Additional tariffs of the US imposed on Chinese products.”
Protectionist policies affecting business: At time of survey
(By industry) (Multiple answers, %)
3 £ =3 ws |3 £a c
28 | O §¢ | 2¢E |38 |fz:
g |55 |28 | 82 | S35 |dfz|cs3 N
5 |58/ 85 | Ef |58 €35 |zze| £ | & -
. =22 >8 | s | 2° |§s5|€2z2| © = o
S |22 52| 52 | €5 |25 (8828 > z
S 2 2| 25 | 825 |58  |zE¢%
g & “E|VE |3 g7
Total 996 37.0 215 16.0 132 114 10.0 5.3 271.7 145
Manufacturing 572 40.0 22.0 154 13.6 124 9.8 47 26.0 14.9
Food & beverages 91 209 17.6 18.7 6.6 6.6 55 44 31.9 28.6
Textiles/clothing 23 30.4 26.1 43 0.0 0.0 0.0 8.7 34.8 21.7
Wood & wood pi & building &pulp 23 39.1 217 8.7 13.0 8.7 8.7 8.7 26.1 26.1
Chemicals 3! 62.9 37.1 8.6 29 143 29 29 28.6 57
Medical products & cosmetics 13 30.8 154 154 7.7 0.0 7.7 154 231 231
Coal & petroleum products/plastics/rubber products 27 44 .4 22.2 185 74 111 3.7 37 185 14.8
Ceramics/earth & stone 7
Iron & steel/non-ferrous metals/metal products 83 458 26.5 19.3 27.7 18.1 19.3 6.0 26.5 48
General machinery 64 42.2 14.1 17.2 15.6 9.4 6.3 3.1 26.6 9.4
Electrical equipment 32 56.3 40.6 18.8 15.6 125 15.6 0.0 18.8 125
IT equipment/electronic parts & devices 19 57.9 26.3 26.3 53 211 53 0.0 26.3 0.0
Cars/car parts/other transportation machinery 52 36.5 21.2 115 21.2 28.8 17.3 38 25.0 7.7
Precision equipment 30 26.7 10.0 133 10.0 33 6.7 0.0 26.7 33.3
Other manufacturing 73 425 19.2 12.3 16.4 12.3 12.3 8.2 19.2 15.1
Non-manufacturing 424 33.0 20.8 16.7 125 10.1 104 6.1 30.0 139
Trade and wholesale 255 34.9 21.6 15.3 13.7 9.4 10.6 4.7 251 16.5
Retail 27 33.3 25.9 22.2 111 37 111 74 33.3 14.8
Construction 17 59 0.0 118 0.0 118 0.0 118 52.9 118
Transport 33 394 30.3 212 24.2 27.3 212 3.0 333 9.1
Finance & insurance 17 41.2 235 235 59 5.9 59 0.0 29.4 118
Communication, information & software 13 30.8 23.1 154 0.0 0.0 0.0 154 46.2 17
Professional services 17 294 11.8 17.6 11.8 11.8 11.8 17.6 294 11.8
Other non-manufacturing 45 26.7 15.6 17.8 8.9 8.9 8.9 8.9 40.0 6.7

Notes: 1) n = firms which responded that trade protectionism had “Overall positive impacts”, “Overall negative impacts”, or “Around the same level of positive and negative impacts” at the time of the survey.
2) (For the chart on the right only) Highlighted cells indicate the top 3 industries in terms of the response rate for each item. Bold digits show the items with the highest response rate for each industry. 3) (For
the chart on the right only) Response rates for items with fewer than 10 respondent firms are not provided (diagonal line). 4) (For the chart on the right only) Refer to the chart on the left for the original
expressions of the response items.
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Impacts of trade protectionism: Nature of negative impacts

.

at their sales destinations” increased sharply

Nature of negative effects: Ratio of firms concerned about “economic downturn

[ 32)

J

The highest ratio; i.e., 54.4%, of firms reporting “negative impacts” of trade protectionism (see Note) cited “cooling down in
consumption/economic downturn in sales markets caused sales decrease” as the nature of the negative impacts. It increased sharply by
18.1 percentage points from the FY2018 survey.

Nature of negative impacts of trade protectionism: At time of survey (firms with negative = positive impacts)
(Time series)

(By firm size)

(Multiple answers, %)

Own company's products became a
target for increased tariffs, etc.,
leading to reductions in price
competitiveness

Suppliers' products became a target
for increased tariffs, etc., leading to
an increase in procurement costs

Buyers' products became a target for
increased tariffs, etc., leading to a
decrease in orders

Cooling down in
consumption/economic downturn in
sales markets caused sales decrease

Increase in cost related to

information collection/responding to

various aspects of business

Other

No answer

40.0

60.0

Own company's products became a
target for increased tariffs, etc.,
leading to reductions in price
competitiveness

Suppliers' products became a target
for increased tariffs, etc., leading to
an increase in procurement costs

Buyers' products became a target for
increased tariffs, etc., leading to a
decrease in orders

0.0 20.0

(Multiple answers, %)

40.0

60.0

15.0

17

'

26.0

25.6

26.0
26.3

16.6
13.6
| 175

Cooling down in

.5 consumption/economic downturn in

sales markets caused sales decrease

363 >

54.4

ETotal (n=934)

OLarge-scale firms
(n=214)

B SMEs (n=720)

Increase in cost related to
information collection/responding to
various aspects of business

Other

No answer

14.0
10.2

gl )

12.2
16.6

| 3

|

B FY2018 (n=688)

B FY2019 (n=934)

Note: n = firms which responded that trade protectionism had “Overall negative impacts” or “Around the same level of positive and negative
impacts” at the time of the survey.
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Impacts of trade protectionism: Nature of negative impacts
p

[ 33)

All industries worry about “economic downturn at their sales destinations” the most
(& J
A look at the nature of the negative impacts of trade protectionism on firms reporting “negative impacts” by industry reveals that
“economic downturn at their sales destinations” recorded the highest response rate in all industries. About 50% of firms in the electrical
equipment industry cited “decrease in orders from buyers” as the nature of the negative impacts, while roughly 30% of firms in the
cars/car parts/other transportation machinery and electrical equipment industries cited “decrease in price competitiveness of own
products,” indicating that firms in these industries feel a substantial direct negative impact compared to firms in other industries.
Nature of negative impacts of trade protectionism: At time of survey (by industry; firms with negative = positive impacts)
(Multiple answers, %)
i 1 1 Increase in cost related to
comettivanes ofoun | InCreasein |Decrease in orders | SHREPSIER T ot Other No answer
No. of SronUes procurement costs | frombuyers — Voot st i
firms FY18— FY18— FY18— FY18— FY18— FY18— FY18—
FY19 FY19 FY19 FY19 FY19 FY19 FY19
Total 934 150/ A110[ 172 a83[ 263 +03| 544 +181 102 A38| 50 a27] 166 +4.4
Manufacturing 543| 184 A143 18.8 A85[ 302 +1.2] 56.0 +20.9 9.0 A4.6 5.0 All 16.2 +5.7
Food & beverages 82| 146 A9.6| 183 AT5[ 110 A03] 366 +5.9 9.8 A112( 110 +45| 256 +7.9
Textiles/clothing 22| 182 a348| 136/ a452| 409 +233| 50.0 +147 91, a144] 45 A72| 318 +31.8
\Wood & wood productsfiuriture & building materilsipaper & pulp 22|  00] a1 227 03| 318  a143] 500 238 00 a154] 45 a3l 227 +15.0
Chemicals 34| 2060 a127] 176 +81| 353 +20| 5858 +160 118 +70[ 29 A66] 176 +12.9
Medical products & cosmetics 12 16.7 A233 25.0 A5.0 25.0 +5.0{ 75.0 +25.0 8.3 A117 8.3 AL7 8.3 ALT
Coal & petroleum products/plastics/rubber products 26 3.8 A30.6 77 A16.4 30.8 A37 76.9 +56.2) 0.0 A6.9 38 A3l 19.2 +8.9
Ceramics/earth & stone 7
Iron & steel/non-ferrous metals/metal products 78 15.4 A113 115 A118 43.6 +8.6| 64.1 +24.14 9.0 +2.3 6.4 +1.4 7.7 A5.6
General machinery 63| 190 a110| 159 A4l 286 a64] 492 +6.7 127 +127| 00 A25[ 159 +34
Electrical equipment 32 28.1 +0.9 18.8 A17.6 46.9 +31.7] 68.8 +32.4 15.6 +6.5 6.3 +6.3 31 AB.0
IT equipment/electronic parts & devices 171 176 A294| 118 A118| 294 A118| 529 +35.3 11.8 AL76| 118 00[ 294 +29.4
Cars/car parts/other transportation machinery 52 28.8 A29.7 32.7 A112 25.0 A189] 673 +35.6 7.7 A16.7 19 A30 115 +9.1
Precision equipment 29| 207 +1.6 17.2 A18[ 345 +59] 517 +8.9 34 A10.8 0.0 A95 13.8 205
Other manufacturing 67| 239 229 254 +10[ 284 +15| 537 +220 104 Ad42| 45 A28 149 +2.7
Non-manufacturing 391| 102 A60| 151 Aa79] 210 206] 522 +140 118 A26| 51 A50[ 171 +2.4
Trade and wholesale 238 13.9 AT0 18.1 AT2 21.8 A41] 571 +15.4) 8.8 AQ.7 2.9 A34 17.2 +2.0
Retail 26| 38 a247] 269 AL16] 115 +44| 346 +60 154 A60| 38 Aa33] 231 +15.9
Construction 14 00/ a105] 00/ ad21] 357 +147| 50.0 +237] 71 a9 71 a192] 143 AL5
Transport 0] 00 00 00 A36] 233 +19| 56.7 +174 100 a150] 100 A79] 100 A79
Finance & insurance 17| 59 A25| 176 +10[ 294 +204] 353 264 353 +270 1187 a132| 176 +1.0
Communication, information & software 11 9.1 9.1 0.0 63.6 18.2 0.0 18.2
Professional services 13 0.0 0.0 154 30.8 30.8 17 30.8
Other non-manufacturing 42 9.5 A5.6 119 A154 19.0 +6.9| 429 +12.6 119 A6.3 119 +8.9 143 A39

Notes: 1) Firms surveyed are those which responded that trade protectionism had “Overall negative impacts” or “Around the same level of positive and negative impacts” at the time of the survey.
2) Highlighted cells indicate the top 3 industries in terms of the response rate for each item. Bold digits show the items with the highest response rate for each industry. 3) Response rates and increases/decreases

for items with fewer than 10 respondent firms in the FY2018 or FY2019 survey are not provided (diagonal line). 4) Refer to the immediately preceding page for the original expressions of the response items.
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Effects of trade protectionism: Countermeasures for trade protectionism

SMEs comparatively slow to take countermeasures

While 22.5% of respondent firms have already implemented some form of
countermeasures against trade protectionism, 29.2% are considering taking some
measures in the future. Of all firms reporting “overall negative impact” of trade
protectionism, 46.5% of SMEs have some form of countermeasures in place, a far
lower ratio compared to the corresponding ratio among large-scale firms (62.9%),
indicating that SMEs lag behind large-scale firms in response to trade protectionism.

Countermeasures for trade protectionism (total)

All firms surveyed

(Multiple answers, %)

0.0 20.0 40.0 60.0 80.0
54.4
No countermeasures 48.4
Implement some form of
countermeasures
Strengthen information
gathering
Improve productivity or
efficiency
Change areas of
production (Note)
Increase price of )
products 4 mAlready
Revise content of 4, 7]_ implemented
products 0 (n=3,563)
Change areas of 3.2
procurement o1
Change sales areas 2560 O Consider in
. future
Lobbying 9_(3 (n=3,563)

Other

Firms that answered “overall
negative impact”

(Multiple answers,

0.0

No countermeasures

Implement some form of
countermeasures

Strengthen information
gathering
Improve productivity or
efficiency
Change areas of
production (Note)

Increase price of 11.2
products 11.3 | mAlready
Revise content of 1 imp lementet
products 138 (n=715)
Change areas of 6
procurement 11.9
Change sales areas '161.2
DO Consider in
Lobbying future
(n=825)
Other

1
Notes: 1) n =number of firms that provided answers for the “effects of trade protectionism™ for each point in time. 2) The response
alternative of “change areas of production” was only for manufacturers. 3) The response rate for “implement some form of
countermeasures” = 100% - (the response rate for “no countermeasures” + that for “no answer”).

* The original expressions of the response alternatives are as follows:
No countermeasures: No countermeasures implemented/considered.
Strengthen information gathering: Strengthen information gathering
structure.

Improve productivity or efficiency: Work to absorb costs through
improvements in productivity or efficiency.

Increase price of products: Increase price of own company’s
products/services.

20.0 40.0 60.0 80.

%)
0

Change area of production: Make (partial) changes to countries/regions of own company’s
production (manufacturers only).
Revise content of products: Revise content of own company’s products/services.

Change area of procurement: Make (partial) changes to the countries/regions from which
own company procures other company’s products.
Change sales area: Make (partial) changes to the countries/regions in which the firm sells
products.
Lobbying: Lobby Japanese/foreign governments as well as economic/industry groups, etc. in
Japan and abroad.

Already implemented !

-

Consider in future

No countermeasures

(Multipleanswers,

0.0 20.0 40.0 60.0

%)
80.0

Implement some form of
countermeasures

——r——
| 465

Strengthen information gathering
Improve productivity or efficiency
Change areas of production (Note)

Increase price of products
Revise content of products
Change areas of procurement
Change sales areas

Lobbying

Other

No countermeasures

Implement some form of
countermeasures

Strengthen information gathering
Improve productivity or efficiency
Change areas of production (Note)

Increase price of products
Revise content of products
Change areas of procurement
Change sales areas

Lobbying

Other

B Large-scale
firms (n=167)

0 SMEs (n=548)

(Multiple answers, %)

80.0

0.0 20.0 40.0 60.0
33.0
66.1
36.3

B Large-scale
firms
(n=168)

OSMEs
(n=657)
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Effects of trade protectionism: Countermeasures for trade protectionism

[ 35

Electrical equipment, electronic devices and transportation machinery industries
L quick to respond |
Amongst firms that answered that trade protectionism had a “negative impact,” the proportion of those that had already implemented
some form of countermeasures at the time of the survey was the highest in the IT equipment industry, followed by the transportation
machinery (including parts) and electrical equipment industries. Countermeasures adopted by a relatively large percentage of firms
include “improve productivity or efficiency” and “strengthen information gathering.”
Countermeasures for trade protectionism: Already implemented (by industry, firms with negative = positive impacts) (Multiple answers, %)
Change areas of Increase Revise mDrove Strengthen No (Reference)
’\lfi?r.’rzf (m'::l?::ctiz':ers Cr;zgiraer:f;ff sacl:e:agrgeils price of | content of prgltfifulélevrg or | Lobbying informg;Fion Other counter- | No answer || "Pemertsome
only) products { products gathering measures countermeasures
Total 934 - 72 6.6 104 7.9 18.0 15 22.7 0.6 346 16.9 485
Manufacturing 543 8.7 6.6 59 10.7 6.3 23.0 15 21.9 0.6 322 16.9 50.8
Food & beverages 82 73 37 24 7.3 24 134 0.0 14.6 12 3738 28.0 341
Textiles/clothing 22 136 45 9.1 9.1 136 18.2 0.0 13.6 0.0 40.9 18.2 409
Mo o0 ot . biing b i 22 0.0 9.1 0.0 45 45 22.7 0.0 22.7 0.0 50.0 136 36.4
Chemicals 34 29 11.8 0.0 11.8 59 17.6 0.0 235 0.0 235 29.4 471
Medical products & cosmetics 12 25.0 0.0 16.7 16.7 8.3 16.7 0.0 25.0 0.0 33.3 16.7 50.0
Coal & petroleum productsplastcsiubber products 26 77 77 77 7.7 77 19.2 0.0 154 0.0 423 77 50.0
Ceramics/earth & stone 7
Iron & steelinon-ferrous metalsmetal products 78 77 5.1 77 6.4 38 295 13 21.8 0.0 385 12.8 487
General machinery 63 7.9 6.3 16 17.5 111 238 16 238 16 333 11.1 55.6
Electrical equipment 32 15.6 6.3 125 125 31 25.0 9.4 34.4 0.0 21.9 15.6 62.5
IT equipment/electronic parts & devices 17 59 59 0.0 59 11.8 353 59 353 0.0 11.8 11.8 76.5
Carsicar partsother transportation machinery 52 115 135 7.7 96 0.0 327 3.8 23.1 0.0 23.1 135 63.5
Precision equipment 29 6.9 34 10.3 20.7 6.9 13.8 0.0 20.7 34 345 17.2 483
Other manufacturing 67 10.4 75 75 104 11.9 224 0.0 23.9 0.0 25.4 17.9 56.7
Non-manufacturing 391 - 79 77 10.0 10.2 11.0 15 23.8 0.8 379 16.9 453
Trade/wholesale 238 - 11.3 9.7 105 10.1 12.2 13 22.3 0.8 345 19.3 462
Retail 26 - 38 38 231 15.4 0.0 0.0 38 0.0 53.8 15.4 308
Construction 14 - 0.0 0.0 7.1 7.1 14.3 0.0 357 0.0 57.1 0.0 429
Transport 30 - 0.0 10.0 33 0.0 16.7 0.0 30.0 0.0 40.0 133 46.7
Finance/insurance 17 - 0.0 0.0 0.0 0.0 0.0 0.0 235 0.0 64.7 11.8 235
Communication, informantion & software 11 - 9.1 0.0 0.0 9.1 9.1 9.1 455 0.0 455 9.1 455
Professional services 13 - 0.0 17 0.0 177 7.7 1.7 46.2 0.0 46.2 7.7 46.2
Other non-manufacturing 42 - 48 48 143 214 119 24 23.8 24 23.8 19.0 57.1

Notes: 1) Firms surveyed are those that answered “overall negative impact” or “equally positive and negative impact™ in response to the effects of trade protectionism at the time of the survey. 2) See the previous page for the original
expressions of the response items. 3) The response item of “change areas of production” was only for manufacturers. 4) Highlighted cells indicate the top 3 industries in terms of response rate for each item, excluding “other,” “no
countermeasures” and “no answer.” Bold digits show the items with the highest response rate for each industry. 5) The response rate for “(reference) implement some form of countermeasures” = 100% - (the response rate for “no
countermeasures” + that for “no answer”). 6) Response rates for industries with fewer than 10 respondent firms are not provided (diagonal line).
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Effects of trade protectionism: Countermeasures for trade protectionism

[ Firms more likely to deal with direct impact of additional tariffs

An examination of firms that answered trade protectionism had a “negative impact” to determine the relationship between nature of the
negative effects and countermeasures they have in place reveals that firms suffering a direct impact of additional tariffs on their products
are more likely to implement some form of countermeasures.

Relationship between negative effects of trade protectionism and countermeasures
(Multiple answers for both 1) and 2), %)

2) Countermeasures for trade protectionism
[<5)
IS @ - - 3 =
= : s ot %z 2 |5, % 5 - I N
5 | 1) Content of negative effects of trade | € 855 g5 a g g sg g2z g2 |gs? . g H BEz
o st E [s88= =¢ s S 3 s 3 ° 28 > 58% z = 2 =g ¢
= protectionism s |g2&€= & ] e B S3s S5 2 DE S 2 5 2 =
'S . |2e2° 23 S $ = 25 |E3E S 2oE © S o s EE
o = < o L QO ) - 0 | = = o =3 > o o 5
a z |8 =E &5 S 5 S o @ (2= 3 g ° 3
@) =2 (@) 6 < & o ° é:.: o
b
Total 934 8.7 7.2 6.6 10.4 7.9 18.0 15 22.7 0.6 34.6 16.9 485
Own company's products became a target for
increased tariffs, etc., leading to reductions in price 1401 23.0 19.3 11.4 20.7 11.4 30.7 6.4 28.6 0.0 10.0 18.6 71
competitiveness

Suppliers' products became a target for increased

q>>; tariffs, etc., leading to an increase in procurement 161 17.6 21.1 7.5 18.0 8.1 224 4.3 24.2 0.0 19.9 23.6 56.5
§ costs

S |Buyers' products became a target for increased 246 9.8 85 98 12.6 10.2 24.4 20 26.8 0.4 31.7 11.4 56.9
GE) tariffs, etc., leading to a decrease in orders ’ ' ' : ' ' ) ’ ' ' ' '
< |Cooling down in consumption/economic dowuntur | gagl 7 g 63 96 118 81 226 18 262 06 374 96 530

in sales markets caused sales decrease

Increase in information gathering costs and
handling costs

95 224 12.6 6.3 14.7 8.4 16.8 8.4 33.7 0.0 32.6 18.9 48.5

Other 47 7.4 4.3 2.1 2.1 6.4 12.8 2.1 25.5 4.3 42.6 12.8 44.6

Notes: 1) n = number of firms that provided answers for “1) nature of the negative effects of trade protectionism™ at the tine of the survey. The rate is the response rate for each item of “2) countermeasures
for trade protectionism” for population size (n) by nature of the negative effects. 2) Highlighted cells indicate response rates higher than that for “no countermeasures” listed in the same row. Bold digits
show the items with the highest response rate for each countermeasures. 3) Total consists of firms which answered that trade protectionism had “overall negative impact” or “equally positive and negative
impact.” 4) The response item of “change areas of production” was only for manufacturers. 5) The response rate for “(reference) implement some form of countermeasures” = 100%- (the response rate for
“no countermeasures” -+ that for “no answer”).
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Effects of trade protectionism: Supply chain restructuring (place of production)

Many firms moving production out of China to Vietnam or Thailand

7

Among all respondent firms, a total of 159 production bases have been transferred (including partial transfers and plans to transfer) in
response to trade protectionism. China was cited as a source of the transfer in most cases, accounting for 69.2%, while ASEAN, cited as a
major transfer destination, accounted for 61.0%. As for the major restructuring patterns of the production bases, transfers from China to
Vietnam accounted for 24.5%, followed by transfers from China to Thailand at 14.5%. In terms of the timing of production transfer,
37.7% of the total transfers are scheduled for 2020 or later.

Sources and destinations of production Major industries having transferred production ) . .
transfer bases Major restructuring patterns of production bases
(No. of cases, including partial transfers and plans to (No. of cases, including partial transfers and plans to transfer) (No. of cases, including partial transfers and plans to.transfer)
transfer) (Multiple answers, %) (Multiple answers, %)
i 0
Source of production transfer | No. ofcases (n) Ratio (Multlple answers '_ /0) Shift from _* Shift to No. of Ratio
Total 150]  100.0 e ] Ratio el
BT 0 69.2 Total 159 1000 Total number of restructuring cases 159 100.0
Ina . . -
Manufacturing 119| 748 1 |China Vietnam 39 24.5
2 [Japan 22 13.8 . .
3 |us 6 38 Cars/car parts/other transportation machinery 16 10.1 2 China Thailand 23 14.5
4 |Taiwan 5 31 Iron & steel/non-ferrous metals/metal products 14 8.8 3 [China Japan 11 6.9
5 |Thailand 4 2.5 Other manufacturing 14 8.8 4 |Japan China 8 5.0
6 Vletnam 3 19 Coal & petroleum products/plastics/rubber products 13 82 5 China Phlllpplnes 6 3 8
(Reference) ASEAN10 9 5.7 General machinery 1 6.9 ) )
: . 0 5 |China Indonesia 6 3.8
(Multiple answers, %) Food & beverages 10 6.3 .
Destination of production transfer | No. ofcases (n) Ratio IT equipment/electronic parts & devices 9 57 5 Japan Thalland 6 38
Total 159 100.0 Electrical equipment 8 5.0
1 [Vietnam 43 27.0 Chemicals 7 4.4 Timing and period of production transfer
2 |Thailand 33 20.8 Precision equipment 7 4.4 (No. of cases, including partial transfers and plans to transfer)
3 [China 15 9.4 Textiles/clothing 6 3.8
T 1
3 |Japan 15 9.4 Non-manufacturing 40 25.2 Un é;‘cijl Nolagojwer | Temporariy
: Notes: 1) The number of restructuring cases (n) = total number of cases 0 No answert: 50%
) Ta!V-V&I'-l 7 4.4 where production bases have been or are planned to be transferred. A T M 182% 5.0%
5 |Philippines 7 4.4 maximum of 2 cases per firm.
H 2) Only sources and destinations of production transfer with 3 cases or : |
7 IndQHESIa 6 3.8 more are listed. The response alternative of “none” is excluded. 2021 or later | Undecided |
7 |India 6 3.8 . 151% | 2% | Medium to
) 3) Response alternatives are as follows: 2019 3 long term
9 [Cambodia 4 2.5 1. China 2. Taiwan 3. South Korea 21.7% 579_ %
4. Singapore 5. Thailand 6. Malaysia
9 |US A 4 2.5 7. Indonesia 8. Philippines 9. Vietnam
9 |Mexico 4 2.5 10. Cambodia 11. Myanmar 12. India 37.7%
13. Bangladesh 14. US 15. Canada
12 Myanmar 3 19 16. Mexico 17. Japan 18. Others  19. None
(Reference) ASEAN10 97 61.0
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Impacts of trade protectionism: Restructuring of supply chain (supply sources)

Trend of transferring supply sources from China to Vietnam or Thailand

[ 38

Among all respondent firms, a total of 170 supply sources have been transferred (including partial transfers and plans to transfer) in
response to trade protectionism. Regarding supply sources after the transfer, the percentages of firms answering “Vietnam” and
“Thailand” were 24.1% and 13.5% respectively. Looking at the major restructuring patterns of the supply sources, transfers from China
to Vietnam accounted for 22.4%, followed by transfers from China to Thailand at 8.2%.

Supply sources before/after transfer
(Number of cases, including partial changes

Main industries who transferred supply

sources (Number of cases, including partial

Main restructuring patterns
(Number of cases, including partial changes and plans to

change .
and plans to change) (Multiple answers, %) changes and plans to change) (Multiple answers, %) ge) (Multiple answers, %)
Before transfer ofsupply sources | Numberof cases (n) |~ Percentage N“mhe(rn(;fcases Percentage Shift from —— Shift to N::JaT?Zr:)Of Percentage
Total 170 100.0 Total 170 100.0 -
- Total number of resructuring cases 170 100.0
1 |china 106 62.4 Manufacturing 98 57.6 - -
2 |oapan " o4 General machinery 1% o4 1 |China Vietnam 38 224
3 |us 13 76 Other man ufacturing 16 9.4 2 Chlna Thalland 14 82
4 |Korea 10 59 Cars/car parts/other transportation machinery 13 76 3 |China Japan 10 5.9
5 |Taiwan 4 24 Iron & steel/non-ferrous mtals/metal products 10 5.9 3 [China Taiwan 10 5.9
6 |Vietnam 3 18 Chemicals 9 5.3 5 |China India 4.1
6 |Other 3 18 Coal & petroleumproducts/ plastics/rubber products 9 53 6 Japan China 6 35
Food & beverages
(Ref.) ASEAN 10 4 24 g L
- Electrical equipment 6 35
(Multiple answers, %) IT equipment/electronic parts & devices 5 29
Atter transfer of supply sources | Numberofcases (n) |  Percentage T T
Precision equipment 3 18
Total 17 100. : i i ’
otal 0 00.0 Non-manufacturing A 4 Time/period _of supply sources transfer
1 |Vietnam 41 24.1 (Number of cases, including partial changes and plans
. Note: 1) Number of restructuring cases (n) is the total to Change)
2| Thailand 23 13.5 number of already transferred cases and
3 |china 16 9.4 planned cases to transfer supply sources. Max mh SN 0 T ]
' two cases per company are answered. -'i!H! No answer No || Temporary
3 |Japan 16 94 2) Before and after supply sources’ transfer are Unde;:ilde | _5'3% ear 2018 answer 47%
. listed only when the number of cases are three 14.7% ii“g 24.1% 88% |-
5 [Taiwan 14 8.2 or more, excluding cases of “0”. U T Il_“!'l‘ : e
6 |India 9 5.3 .
Ince year = 0, -
7 |Indonesia 5 2.9 2%201 n=170 28.8% n=170
7.6% il
8 |Korea 4 2.4 Mid-ong
Year 2020 57.7%
8 [Myanmar 4 2.4 21.8% 26.5%
8 |Other 4 2.4 29-4%
11 |US 3 1.8
(Ref.) ASEAN 10 79 46.5
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Impacts of trade protectionism: Restructuring of supply chain (sales destination)

Vietnam stands first also on the list of sales destination’s transfer

Among all respondent firms, a total of 83 sales destinations have been transferred (including partial transfers and plans to transfer) in
response to trade protectionism. The level remained approximately half that of transfers of production base and supply sources. Sales
destinations after the transfer spread over individual countries of ASEAN such as Vietnam and also other firms in China. Looking at the
time of sales destination’s transfer, 37.3% of total transfers are scheduled for 2020 or later.

Before and after sales destination transfer Main industries who transferred sales Main restructuring patterns
(Number of cases, Including partial transfers destination (Number of cases, including (Number of cases, including partial transfers and plans to
and plans to transfer) partial transfersand plans to transfer) transfer)
(Multiple answers, %) (Multiple answers, %) (Multiple answers, %)
Before sales destination's transfer | NU™ be(rn;)f cases Percentage Num he(;;)f = Percentage Shift from _’ Shift to NClJa;T;l:e(:];)f Percentage
Total 83 100.0 .
Total 83 100.0 Mt 7= | Total number of restructuring cases 83|  100.0
1 |China 40 48.2 : : :
2 ‘] 14 16 9 Other manufacturing 8 9.6 1 Chlna Vletnam 9 108
apan . : . .
3 p g General machinery 6 7.2 2 |China Thailand 7 8.4
Taiwan 4 4. .
. Food & beverages 672 | 3 |China Japan 3 3.6
4 [Thailand 2 2.4 Coal & petroleum products/ plastics/rubber products 5 6.0 i .
: : 3 |China Taiwan 3 3.6
4 |US 2 2.4 Cars/car parts/other transportation machinery 3 3.6
(Ref.) ASEAN 10 4 4.8 Precision equipment 3 36| | 3 [China Singapore 3 3.6
- - Chemicals 2 24 i .
(Multiple answers, %) - 3 _|Japan China 3 3.6
Uy e Ceramics/earth & stone 2 24
T u
After sales destination's transter (n) Percentage Iron & steel/non-ferrous metals/metal products 2 2.4
Total 83| 100.0f || Ekectrical equipment 2| 24 Time/period of sales destination’s transfer
1 |Vietnam 13 15.7 IT equipment/electronic parts & devices 2 24 (Number of cases, including partial transfers and plans
2 [China 10 12.0l | {Non-manufacturing nl 194 to transfer)
3 |Thailand 9 10.8| Note 1: Number of restructuring cases (n) is the total number of N No answer Ly -
i already transferred cases and planned cases to transfer sales I,;iii:: 9.6% S Tergag/rary
4 Slngapore 6 7.2| destination. Max two cases per company are answered. L H'li. 14.5% ] aﬂsé\;/eor =
Note 2: Before and after sales destination’s transfer are listed only Undecided il —
5 |US 5 6.0 when the number of cases are two or more, excluding cases of “0”. ~16.9% !!
6 |Taiwan 4 4.8 | Year 2019 Undecided |
- 21.7% 241% |
6 |Philppines 4 4.8 Since 2021 Mid-ong
8 [Japan 3 3( 53.0%
Year 2020
(Ref.) ASEAN 10 35 42.2 28.9%

37.3%
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Impacts of trade protectionism: Mid/long term impacts of US-China trade friction

[ Mid/long-term policy to cope with US-China trade friction (free description) ?

Main answers regarding mid/long-term policy to cope with US-China trade friction (free description)

Transfer of production sites

» Tariff increase has caused cost increase and brought about impacts on sales price. Business in North America depends on import from China, but in the future we
would like to have a production base in North America or in nearby countries. (Wood & wood products/furniture & building materials/paper & pulp)

» Import tariff on Chinese toys is a part of our company expenses and is causing a certain impact. Considering also cost increase in China, we are seeking a
relocation site for production in Vietnam, Myanmar, etc. (Trade and wholesale)

» Depending on the results of negotiations between US and China, we would be required to further proceed with examining transfer of the production of goods
currently manufactured in Chinato third countries. (Precision equipment)

Change of supply sources

* We are planning to change supply sources from China to Indonesia. Although it might have many elements like a kind of gamble to change it while it is unknown
until when Chinese retaliatory tariffs will be applied in the future, in any case production cost increase in China will be unavoidable also from now on, therefore,
we maintain the policy to thoroughly carry out the production transfer regardless of the presence of retaliatory tariffs. (Trade and wholesale)

» There is possibility that some factories (in China) might be closed because of decrease of sales volume to US, so we are now looking for suppliers in other
countries. (Trade and wholesale)

* We have been importing products and materials mainly from China, and at the moment we have not found any impacts. However, because we could face
uncertainty in future procurement of products due to recession caused by trade friction, we are considering the procurement of products and materials from
Southeast Asian countries such as Vietnam. (Trade and wholesale)

Change of sales destination

» There is a concern that decrease of both domestic investment and foreign capital investment in China due to Chinese export decrease might cause not a little
impact on our business, so we are considering expansion of our market in Southeast Asian countries. (General machinery)

» Predicting the decline of capital investment owing to the slump of the overall Chinese market, we aim to expand order receipt from countries other than China.
(General machinery)

Other

» Although tariff increase is tough, under the present situation, we cannot avoid to follow it and are continuing dealings as in the past. We only make efforts to
develop further sales destinations. (Trade and wholesale)

* In case the US-China trade friction will be prolonged and the downturn of the Chinese market (production adjustment) also will be prolonged, we cannot expect a
recovery in the export amount of our products to China. We must consider reviewing our mid/long term strategic plan (business plan). (Precision equipment)

+ At this point of time, we think we are not facing any direct impacts, however, we are concerned about the slump of the total global economy due to the intensified
trade friction between US and Chinain the future. We will continue gathering information and consider countermeasures. (General machinery)
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5. Utilization of Free Trade Agreements (FTAS)

- FTA utilization rate in exports was 51.2%. This Is expected to increase
further due to reduced tariff rates of FTAs -
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Utilization of free trade agreements (FTAs): Utilization status of FTAs in Japan

Vs

FTA utilization rate in exports is 51.2%

products/plastics/rubber products.

Among firms in Japan exporting to FTA-partner countries, 51.2% are using FTAs when exporting to one or more of those
countries/regions. In particular, the utilization rate of large-scale firms is as high as 70.5%, and it reaches 83.5% when combined with
firms considering use of FTAs. Although the utilization rate of FTAs for SMEs is lower than that for large-scale firms, it is close to half
(46.4%). By industry, FTAs are widely used in chemicals, cars/car parts/other transportation machinery, and coal & petroleum

Utilization rate of Japan’s FT As (By firm size)

%
%0.0 (%)
O Considering utilization
80.0 m Currently using
70.0
60.0
23.5
50.0
40.0
30.0
200
10.0
0.0
Total Large-scale firms SMEs
(n=1,435) (n=285) (n=1,150)

Note: n = the number of firms that export to one or more of Japan’s FTA (already effective as of survey

date)-partner countries/regions (Thailand, Malaysia, Indonesia, Philippines, Vietnam, Other ASEAN, India,

Mexico, Chile, Peru, Switzerland, Australia, Mongolia, Canada, New Zealand, EU), excluding firms that
are required to bear no general tariffs or using tariff exemption systems other than FTAs.

Utilization rates of Japan’s FTAs (By industry)

(%)
Currently
Number of | using or - .
- considering Curr_ently Cor_ns_lde_rlng Not using
utilization using utilization
Total 1,435 72.6 51.2 214 274
Large-scale firms 285 835 70.5 13.0 165
SMEs 1,150 69.9 46.4 235 30.1
Manufacturing 1,014 729 52.4 20.5 27.1
Food & beverages 247 67.2 50.2 17.0 328
Textiles/clothing 54 778 463 315 22.2
Wood & wood products/furniture & building
materials/paper & pulp 2 68.0 36.0 320 320
Chemicals 65 84.6 69.2 154 154
Medical products & cosmetics 35 77.1 62.9 143 229
Coal & petroleum products/plastics/rubber products 45 86.7 66.7 20.0 133
Ceramics/earth & stone 14 57.1 429 143 42.9
Iron & steel/non-ferrous metals/metal products 97 74.2 49.5 24.7 258
General machinery 115 74.8 55.7 19.1 252
Electrical equipment 52 65.4 44.2 212 34.6
IT equipment/electronic parts & devices 19 52.6 316 211 474
Cars/car parts/other transportation machinery 64 78.1 67.2 10.9 219
Precision equipment 47 66.0 319 34.0 34.0
Other manufacturing 135 75.6 52.6 230 244
Non-manufacturing 421 72.0 48.5 235 28.0
Trade and wholesale 308 773 54.9 224 227
Retail 19 57.9 36.8 211 421
Construction 18 66.7 389 27.8 333
Transport 12 58.3 333 25.0 417
Finance & insurance
Communication, Information & software 19 42.1 105 316 57.9
Professional services 10 60.0 40.0 20.0 40.0
Other non-manufacturing 35 60.0 314 286 40.0

Note: 1) Highlighted cells indicate the top 5 industries in rates of “Currently using”.

2) The industry in which the number of firms is less than 10 is not displayed (slash
Copyright (C

f'zozo JETRO. All rights reserved.




Utilization of free trade agreements (FTAs): Utilization status of FTASs in Japan

Utilization rate in exports to 10 FTA-partner countries/regions exceeds 30%

Among Japan’s FTA-partner countries/regions, the utilization rate in export to Thailand, Indonesia, Chile, Vietnam, and Philippines is
high. The utilization rate in export to 10 countries/regions which are composed of those 5 and 5 additional countries/regions, namely;
Malaysia, India, EU countries excluding UK, Mexico, and Switzerland, has exceeded 30%. Concerning the US, with whom Japan’s trade
agreement took effect on January 1, 2020, as of survey date before the effective date, 50% of firms responded “Considering utilization”.

(%) FTAs utilization rate by partner country/region
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Note: 1) n = the number of firms exporting to FTA-partner countries/regions, excluding firms who are required to bear no general tariffs or are g?:ﬁtr'\‘/’:yas Under
using tariff exemption systems other than FTAs. From the left, in order of value of n. date negotiation

2) The agreement with the US is viewed as a trade in goods agreement different from other FTAs, to be exact. It took effect on January
1,2020, but was not yet effective as of the survey date. Copyright (C) 2020 JETRO. All rights reserved.



Utilization of free trade agreement (FTAs): Tariff difference leading to FTA utilization

( About half of firms judge FTA utilization with tariff difference of less than 5%

. J/

Among firms using or considering using FTAS, 48.6% of them answered that they would consider using FTAs if the tariff difference was
less than 5%. By industry, about 20% of firms in general machinery, IT equipment/electronic parts & devices, and iron & steel/non-
ferrous metals/metal products answered they would use even when the difference would be between 1% and less than 3%. By firm size,
the result showed large-scale firms compared to SMEs decided to use FTAs with smaller tariff differences.

Note: Tariff difference = General tariff rate — FTA preferential tariff rate

Tariff difference leading to FTA utilization (By firm size) Tariff difference leading to FTA utilization (By industry)

®%)
3%-
Number | Less | 1%-less lessthan 5%-less | 7%-less | 9% or No
of firms | than 1% | than 3% oy than 7% : 9% more | answer
0
Total 1,042 9.2 14.4 25.0 18.7 2.6 155 14.7
Manufacturing 739 8.9 15.3 253 19.5 2.3 15.3 134
F
Total(n=1,042) 0 57 ooc_i & bever_ages 166 9.6 139 24.1 12,0 36 175 19.3
Textiles/clothing 42 9.5 16.7 19.0 119 9.5 26.2 71
Wood & wood products/furniture & building
Tariff difference $ materials/paper & pulp 17 17.6 59 235 118 0.0 235 176
less than 5%: Chemicals 5[ 182 45| 255 20.0 18 73 12.7
48.6% Medical products & cosmetics 27 111 185 333 111 0.0 111 14.8
Coal & petroleum products/plastics/rubber
products 39 7.7 128 25.6 28.2 7.7 7.7 10.3
: Ceramics/earth & stone 8
Large-scale 294 I:l— Iron & steel/non-ferrous metals/metal products 72 8.3 194 26.4 20.8 0.0 12.5 12.5
firms(n=238) a General machinery 86 58 2331 291 186 12 128 9.3
- Electrical equipment 34 29 8.8 20.6 35.3 0.0 17.6 14.7
;Farlth di 5eO;ence IT equipment/electronic parts & devices 10 10.0 20.0 0.0 50.0 0.0 0.0 20.0
n : - -
SeBSZ%a 0 Cars/car parts/other transportation machinery 50 10.0 14.0 26.0 18.0 0.0 28.0 4.0
Precision equipment 31 6.5 12.9 258 29.0 0.0 6.5 194
Other manufacturing 102 5.9 13.7 275 216 2.0 16.7 12.7
Non-manufacturing 303 9.9 122 24.1 16.8 33 15.8 17.8
Trade and wholesale 238 9.7 10.9 26.9 18.1 25 16.8 15.1
SMES (12804 26 03 Retail 1 9.1 18.2 9.1 27.3 9.1 9.1 18.2
s(n=804) Construction 12 8.3 16.7 8.3 16.7 0.0 16.7 333
— Transport 7
;I'arlft':] dlffse(;ence Finance & insurance 0
ess than 5%: e -
45.6% Communication, Information & software 8
} - - T T T T Professional services 6
0%  10%  20%  30%  40%  50%  60%  70%  80%  90%  100% ||other non-manufacturing 21 95 143| 190 143 95 48 28.6
® Less than 1% ® 1%-less than 3% 8 3%-less than 5% B 5%-less than 7% Note: 1) Highlighted cells indicate the top three industries in answer rate for each item.
B7%-less than 9% 9% or more & Noanswer Bold digits indicate the items with the highest answer rate for each industry.

2) Industries in which the number of firms is less than 10 are not displayed (slash).
Note: n = number of firms who answered they are using or considering using

FTAs for one or more of countries/regions. Copyright (C) 2020 JETRO. All rights reserved.



Utilization of free trade agreements (FTASs): Reasons for not using FTAS in export

[ 45

p
About a half are not using FTAs because of low tariff, indirect export, etc.

. J/
Firms who are exporting to Japan’s FTA-partner counties but currently not using FTAs answered our question regarding the reason. The
answer from most of them is “not requested by the importer” (24.5%). By firm size, most large-scale firms answered “general tariff is
free/exempted or insignificant”(27.5%). According to the result of classification of reasons for not using FTAs, the cases of no necessity
to use FTAs with reasons such as already low tariff or exporting through trading firm accounted for 45.4% of the total.

Reasons for not using FTAs (By firm size) Reasons for not using FTAs (By industry) (Mulipl answers,%)
(Multiple answers, %) = s ® £ 1!
00 50 100 150 20.0 25.0 30.0 g 2 =S e g |o® ote g X
‘ ‘ ‘ ‘ ‘ ‘ sklje [2 12 (82 [Egglcs (&8 |&C1
= 2el 2 £s) S 23 [gosie s > c 5
2 ° I IS ceslo_|s% [E52fk % |2 R
E|EE&Ess|c |2 5alee B85k |55 |58 g
| S IcsElE2e|las |Be)tc|ascladsle8alBE B, |2
A General tariff is free/exempted or _ZZL‘ s lz2dlss 8 el |gg|sé StolgEEfEag| 52 sl B 5
insignificant - »}»_] 27 z jJoEs[>e 30 SEs5I>3 |uasla 88 & 2E | 28,0 z
' el Total 116 2220 38 115 184 219] 133 119f 115 245 120. 36| 202
) Manufacturing sodl 218 41 108 214 2300 145 125§ 114] 257| 132 30| 179
B Volume or amount of export is small Food & beverages 199 166] 16 88 4300 212 114] 114) 98 254| 135 21| 202
_ o . Textles/clothing 39 83 28 56 224 194 111 167} 56 250] 1L 00 194
A\ Indirect export through trading firms, —15918-6 Wood & wood products/furniture & building I
etc. . materials/paper & pulp 24 202 42{ 42 167 202 42 125f 125 202 43 00 167
B Excessive paperwork burden to satisfy _]33—‘ Cherr_1ica|s - 43 18.6 237 116; 140 279 209 186fF 233] 256 93 23} 256
P I — 20.3 Medical products & cosmetics 3 281 00 94 184 313 188 156] 94| 250 63 31 125
rules of origin T11.
Coal & petroleum products/plastics/rubber I
C Not familiar with system and procedures products 3 281 94f 125 154 219 00 31} 63 219 15.({I 31 188
of FTA Ceramics/earth & stone 14 333 83 167 0g 83 00 00f 167 167, 250 00 250
. Lpe Iron & steel/non-ferrous metals/metal products 8A 207 49 85 1959 159, 110 98] 134] 195 122 37 183
B Procedures to acquire certificates of oy P OREY. BT BT BT s 22 34 136
origin are complicated or costly nera macl !nery .1 45; 10. 13. . 19. 13 114 15 12. 47 13
Electrical equipment a4 234 85 43, 23 36.2; 191} 149) 106 234 12.4 21 213
. IT equipment/electronic parts & devi } : ! . . } . i . A 00] 11
A Goods of export are not FTA ellglble equipment/electronic parts ' EVICES' 26| 46.2 770 192 115 269 192{ 115§y 115/ 231 71. 0.0; 115
Cars/car parts/other transportation machinery 45 156 67, 111 154 289, 178 6.7 67, 222 178 67 178
C ) ) Precision equipment 49l 348] 22/ 87 43 152] 217 152] 109 326 152 43 217
U”know? 'f)'(:T'?‘tS are dappllcable Other manufacturing 0] e a9 206 1 25 167 157} 137 304 174 49 127
0 €xport goods i J12.6 Non-manufacturing 353 232] 31 133 113 193] 105 105f 119 218 94 51 252
A Using tariff reduction/exemtion system ® Total (n=1,161) Trade and wholesale 3 261, 32 146 119 194 119 115f 130] 261] 79 36 245
other than FTA 92 ] Retail 1 158 00 53 53 316/ 263 158 211 158 105, 53| 316
O Large-scale firms (n=207) | |construction 14 143] 143 00 214 214f 00 143] 00 71 7.4 143 214
Other @ SMEs (n=954) Transport 190 300 00 100 od 00 00 100§ 100/ 200/ 0g 300] 200
| Finance & insurance 0 1
Communication, Information & software 214 238 0.0 95 95 238 0.0 0.0; 9.5 0.0 9.5! 48 190
No answer Professional services 8 [
Other non-manufacturing 28 71 36f 214 10.7 14.3 71 7.1 7.1 14.3 17.§i 36i 321

indirect export, etc.

—A: Cases with no necessity to use because of low tariff,

—Total 45.4%

—B: Cases of not using from viewpoint of cost-efficiency — Total 31.4%

L — — — I —C: Cases of no (not possible to) use with other reasons — Total 37.9%

Note: 1) n = number of firms who responded they are not currently using (considering utilization, currently not using and not
planning to use in the future) FTAs in export for one or more of FTA-partner countries/regions.
2) Highlighted cells indicate the top three industries in answer rate for each item.
Bold digits indicate the items with the highest answer rate for each industry.

3) Industries in which the number of firms is less than 10 are not displayed (slash). i
Copyright (C) 2020 JETRO. All rights reserved.



Utilization of free trade agreement (FTA): Required information and support from government regarding FTA

Continuous effort for spread of basic information is required

When asked regarding the required information and support from government for FTA utilization, 42.2% of all responding firms cited
“the spread of basic information (through seminars and training classes)”, and among large-scale firms this rate exceeded 50%.

Required information

about FTA (By firm size)

and support from government

(Multiple answers, %)

0.0 10.0 20.0 30.0 40.0 50.0 60.0
m
Spread of basic information | _ _ 51.0

=] 40.5

Digitization of certificates of origin

Arrangement/simplification of system
information

Simulation system

Support by product/industry

Certificate of origin preparation system

Strengthening consultation system

Practical support

Enlightenment activities aimed at export
destinations

Other

No answer

B Total(n=3,563)
O Large-scale firms(n=573)

& SMEs(n=2,990)

Note: n = the total number of firms responding to this survey.

* Original expressions of choices are as follows:

Spread of basic information: Spread of basic information through seminars and training classes
Practical support: Practical support through workshops, etc.

Support by product/industry: Information provision and practical support by product/industry
Strengthening consultation system: Strengthening of individual consultation and consultation system
Arrangement/simplification of system information: Arrangement and simplification of information
of FTA system (including across-ministries-and-agencies information provision)

Required information and support from government about FTA (By industry)

(Multiple answers, %)
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Total 3563| 42.2] 148 228] 177 247, 246; 187, 254; 94/ 21; 302
Manufacturing 1974| 438 16.0; 243 182 284 279} 226{ 29.0; 9.6{ 20! 257
Food & beverages 537 41.3] 145{ 222} 156; 255} 26.1; 229! 29.1; 97/ 19i 300
Textiles/clothing 120| 433} 20.8] 25.0{ 20.0{ 25.0; 242} 233} 283/ 50/ 00/ 242
Wood & wood products/furniture & building
materials/paper & pulp 72| 48.6; 20.8; 194, 236 236/ 264, 181; 250 125, 28 278
Chemicals 91 53.8{ 209 275/ 29.7, 440, 440 341 374 110, 11} 176
Medical products & cosmetics 70| 44.3; 21.4; 286; 20.0; 314; 329 300 286 10.0; 00; 229
Coal & petroleum products/plastics/rubber products 87| 52.9;{ 14.9; 287, 195 276, 299 149 299! 149, 11, 20.7
Ceramics/earth & stone 32| 438; 6.3} 344 156; 281 250; 313 4338 63 00/ 313
Iron & steel/non-ferrous metals/metal products 212| 434 11.8] 241} 118{ 250; 241} 165/ 222 85 14i 292
General machinery 167| 43.7{ 180; 228 21.0{ 323; 305/ 287 335 84 18] 234
Electrical equipment 93| 40.9; 172 269 194; 387; 333| 290 333} 65 22| 194
IT equipment/electronic parts & devices 61| 37.7i 9.8} 180 180; 19.7{ 180; 164 19.7; 82 16} 328
Cars/car parts/other transportation machinery 108 50.9; 13.9; 259; 148! 287, 315/ 185{ 250; 10.2; 37 139
Precision equipment 82| 46.3; 220; 20.7{ 195 293] 207} 159 232} 122 24; 280
Other manufacturing 242 39.7{ 161} 269 211, 29.3} 289} 223} 322 11.2; 41 248
Non-manufacturing 1589] 40.3i 133} 21.0{ 170 202! 20.6] 139 210} 92 23/ 359
Trade and wholesale 797 41.0{ 13.0{ 233{ 171} 251} 27.0{ 186; 27.0; 10.0; 1.6{ 315
Retail 110( 31.8{ 9.1} 155/ 20.0; 118; 209 10.9; 209 136 45 400
Construction 111) 459; 171} 252, 189; 144; 153; 11.7; 153; 54; 27, 369
Transport 72[ 52.8; 9.7{ 153; 125 250/ 208 236 278 69, 14/ 250
Finance & insurance 78| 4237 17.9{ 244; 21.8; 192; 141} 103; 141} 9.0; 13} 397
Communication, Information & software 96| 39.6{ 14.6{ 16.7{ 146; 156 73 0.0/ 104! 5.2 21 427
Professional services 62| 45.2; 17.7{ 129 17.7; 194} 113} 81| 145/ 129 32| 419
Other non-manufacturing 263 34.2{ 125 183} 152{ 122} 125/ 6.8{ 11.0; 7.6] 3.8i 449

Note: Highlighted cells indicate the top three highest answering industries for each item

answer rate for each industry.

. Bold digits indicate items with the highest

Simulation system: System which makes it possible to display the amount of reduced/exempted amount, judge the place of origin,
and display required documents by entering article names.
Certificates of origin preparation system: (Under the self certification system) System that enables preparation of certificates of

origin

Digitization of certificates of origin: Digitization of certificates of origin (issuance and submission to customs of partner countries)
Enlightenment activities aimed at export destinations: Enlightenment activities aimed at export destinations such as holding of

Copyright (C) 2020 JETRO. All rights reserved.

briefing sessions in partner countries



6. Business aimed at foreign visitors

- Expectations for increased sales in FY2020 on the occasion
of the Tokyo 2020 Olympic / Paralympic Games-




( Business aimed at foreign visitors to Japan: Status of initiatives

30% of firms are/will be running business aimed at foreign visitors

When asked about business aimed at foreign visitors to Japan, the ratio of firms running business aimed at foreign visitors came to
30.8%, a combination of those “running operations now” (22.9%) and those that “will be running operations in the future” (7.9%).
Meanwhile, the most firms (33.2%) answered “not running operations now, but it’s under consideration”.

Initiatives of business aimed at foreign visitors (Total, by firm size)

TO tal ?/Il//fl////d [ ]
Large-scale firms . W/’”””V/"‘
SMES V/HIIIIW“

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

B Currently running business aimed at foreign visitors

O Currently not running business aimed at foreign visitors, but will be running operations in the future

B Currently not running business aimed at foreign visitors, but it's under consideration
B Currently not running business aimed at foreign visitors and will not be runninig in the future, either
O No answer

Note: n = the total number of firms responding to this survey, excluding firms “Belong to the industry which
doesn’taim at foreign visitors”.

Initiatives of business aimed at foreign visitors (Total, by region)

0% 20% 40% 60% 80% 100%

Total(n=1,888) [22.9] ] 7.9] 777 30.81/77) 5.2]
Hokkaido/Tohoku (n=152) [11] 19.7]11]5.9] 7] 251177 53|
Kanto/Koshinetsu (n=730) -! m%

(Tokyo) (n=406) [28.8] 1 [6.2] 7777 30.8777 4.9
Chubu/Hokuriku (n=254) [22.4] 7 [11.4]] 777, 29 5777 5.5

333
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262)
379)
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7777 34.1177777 8.4]

[Aichi] (n=105)

[210] 6.7
[222[[52]
[20.3]70 20.4]
220 6.0)
[26.4 7 7.1]

Kansai(n=388)
[Osakal (n=202)
Chugoku/Shikoku (n=182)

Kyushu/Okinawa (n=182)

J
Initiatives of business aimed at foreign visitors (Total, by industry) (%)
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Total 1,888 22.9 7.9 33.2 30.8 5.2
Manufacturing 1,039 20.9 7.6 35.3 31.7 4.5
Food & beverages 466 23.4 8.8 41.8 24.0 1.9
Textiles/clothing 87 27.6 6.9 35.6 24.1 5.7
Wood wood products/furniture & building materials/paper & pulp 42 214 71 310 38 1 24
Chemicals 31 9.7 6.5 19.4 54.8 9.7
| Medical products & cosmetics 53 37.7 15.1 30.2 13.2 3.8
Coal & petroleum products/plastic products/rubber products 37 13.5 5.4 32.4 43.2 5.4
Ceramics/earth & stone 13 1.7 15.4 38.5 38.5 0.0
Iron & steel//non-ferrous metals/metal products 68 11.8 2.9 30.9 45.6 8.8
General machinery 32 9.4 3.1 25.0 46.9 15.6
Electrical equipment 24 0.0 4.2 29.2 54.2 125
IT equipment/electronic parts & devices 14 21.4 14.3 14.3 42.9 7.1
Cars/car parts/other transportation machinery 20 15.0 5.0 25.0 55.0 0.0
Precision equipment 24 16.7 0.0 16.7 50.0 16.7
Other manufacturing 128 19.5 6.3 32.8 36.7 4.7
Non-manufacturing 849 25.3 8.2 30.6 29.8 6.0
| Trade and wholesale 425 21.6 8.0 31.1 34.1 5.2
Retail 90 28.9 7.8 37.8 23.3 2.2
Construction 29 13.8 6.9 37.9 37.9 34
| Transport 30 20.0 0.0 26.7 46.7 6.7
Finance & insurance 28 53.6 3.6 10.7 17.9 14.3
Communication, information & software 48 18.8 8.3 25.0 43.8 4.2
IProfessional services 36 30.6 16.7 25.0 19.4 8.3
Other non-manufacturing 163 31.9 9.8 31.3 17.8 9.2

@ Currently running business aimed at foreign visitors

O Currently not running business aimed at foreign visitors, but will be running operations in the future
@ Currently not running business aimed at foreign visitors, but it's under consideration

@ Currently not running business aimed at foreign visitors and will not be runninig in the future, either
@ No answer

Note: n = the total number of firms responding to this survey, excluding firms that “Belong to an industry which
doesn’taim at foreign visitors”.

Note: 1) n= the total number of firms responding to this survey, excluding firms that “belong to an industry which doesn’taim at foreign visitors”.
2) Highlighted cells indicate the top 5 highest answering industries for each item of “Currently running business”, “ Not running now, but will be
operating in the future”, and “Not running now, but it’s under consideration”. Bold digits indicate items with the highest answer rate for each industry.
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Business aimed at foreign visitors to Japan: Prospects for domestic sales

Prospects for domestic sales: Expectations for increased sales on the occasion of

Tokyo Olympic / Paralympic Games

Regarding prospects for domestic sales aimed at foreign visitors, 60.7% of firms answered that they would “increase” in FY2020, an
expansion compared to the previous fiscal year (47.3%). By region, those answering that they expected an “increase in FY2020” in the
Kanto/Koshinetsu region came to 64.5%, the highest ratio as a whole. By industry, it is prospected that the answer ratio of “increase”
would rise in FY2020 in industries such as food & beverages, medical products & cosmetics, and trade & wholesale.

Prospects for domestic sales aimed at foreign visitors (compared
to previous year) (Total, by region, FY2019 & 2020)

Total (FY2019,n=389)
Total (FY2020,n=389)

Hokkaido/Tohoku (FY2019, n=29)
Hokkaido/Tohoku (FY2020, n=29)

0%

20%

[47.3]
| 60.7|

40% 60% 80%

100%

Prospects for domestic sales aimed at foreign visitors (compared
to previous year) (Total, by industry, FY2019 & 2020)

Total (FY2019, n=389)
Total (FY2020, n=389)

0% 20% 40% 60% 80% 100%
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Chubuw/Hokuriku (FY2019, n=54)
Chubu/Hokuriku (FY2020, n=54)

(Aichi)
(Aichi)

(FY2019,n=20)
(FY2020,n=20)

(FY2019, n=78)
(FY2020,n=78)

Kansai
Kansai

(FY2019,n=37)
(FY2020,n=37)

(Osaka)
(Osaka)

(FY2019, n=34)
(FY2020, n=34)

Chugoku/Shikoku
Chugoku/Shikoku

(FY2019, n=42)
(FY2020, n=42)

Kyushu/Okinawa
Kyushu/Okinawa

:3: 5.6 19
|3.7 56
=) 10.0
f:«'f/

100

[50.0] AT 19 o]
|54.8 | -] 28.6 [2i5] 4.8 fid]
B Decrease No answer

Note: 1) n = the number of firms currently operating “domestic sales (provision of goods/services) aimed at

foreign visitors”.

2) The upper row of each region indicates sales prospect compared with previous year in FY2019 and the
lower row indicates the sales prospect in FY2020.

Manufacturing (FY2019, n=194)
Manufacturing (FY2020, n=194)

Food & beverages (FY2019,
Food & beverages (FY2020,

Textiles/clothing (FY2019,
Textiles/clothing (FY2020,

M edical products & cosmetics (FY2019,
Medical products & cosmetics (FY2020,

n=97)
n=97)

n=20)
n=20)

n=17)
n=17)

Non-manufacturing (FY2019, n=195)
Non-manufacturing (FY2020, n=195)

Trade and wholesale (FY2019,
Trade and wholesale (FY2020,

Retail (FY2019,
Retail (FY2020,

Finance & insurance (FY2019,
Finance & insurance (FY2020,

Professional services (FY2019,
Professional services (FY2020,

n=81)
n=81)

n=25)
n=25)

n=13)
n=13)

n=10)
n=10)

Bincrease | BFlat B Decrease B No answer

Note: 1) n = the number of firms currently operating “domestic sales (provision of goods/services) aimed at foreign

visitors”.

2) The upper row of each industry indicates sales prospect compared with previous year in FY2019 and the
lower row indicates the sales prospect in FY2020.
3) Only industries whose “n” is 10 or more are displayed.
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Business aimed at foreign visitors to Japan: Case examples of business expansion

Detalils of business expansion utilizing opportunities accompanied with foreign

[ 50,

visitors to Japan (free description)

service during visit to Japan)

.
Details of initiatives (including planning) Number of
answers
Cooperation with other firms, new
establishment or expansion in domestic 108
sales
Eating-out/retail (tax-exempted sales,
] 68
directly managed stores, etc.) related
Travel/lodging (including airport, tourist
40
spots, etc.) related
New product development 50
Halal, vegetarian, vegan, organic 14
Public relations/brand establishment
(utilization of SN'S/web site in and outside 45
of Japan)
Cooperation with other firms, new
establishment or expansion in overseas 36
sales (export, EC (including cross-
border) sales)
Multi language service (improvement of
. ;i 31
explanation about products/services)
Experience/tours (sake breweries,
- 26
factories, etc.)
Increased production/ reinforcement of 7
supply system
Other 30
Settlement/remittance/ exchange. etc. 9
Medical treatment (tourism, diagnosis 5

Note: 1) Prepared after classifying descriptions regarding efforts to expand
overseas business utilizing opportunities from foreign visitors among
firms “Currently running business aimed at foreign visitors” and “will

be running in the future”.

2) The answer corresponding multiple classification items is counted as

one for each item.

Domestic sales
-Development of tour packages combined with Japanese sake in cooperation with local travel agents (Food &
beverages)
-Sales of business ingredients to Japanese restaurants and inns bustling with foreign visitors (facing shortage of
cooks) (Food & beverages)

Development of new products
= Development/sales of stationery/novelty products with Japanese-style taste (Printing & Printing-related)
-Development of products using Japanese tea that can respond to the demand of foreign visitors (Trade and
wholesale)
~Currently in the process to acquire Halal certification. After its acquisition, going to sell individual packaging
packs that respond to Muslim visitors to Japan (Food & beverages)

Public relations/brand establishment
= Trying to have foreign visitors directly touch our products so that they could convey the excellence of “Made in
Japan” to their friends through SNS or word of mouth after returning home. (Wood & wood products/furniture &
building materials/paper & pulp)
Transferring a part of products manufactured overseas to domestic factories, and marketing them as brands of
“Made in Japan” (Medical products & cosmetics)
= Strengthening to create communities through overseas partners and SNS (by foreign visitors to Japan, etc.). Also
directly visiting business partners, holding events and workshop for customers in order to promote our sales.
(Textiles/clothing)

Overseas sales (aimed at foreign visitors after returning home)
-We have engaged in only OEM production, but we would like to develop general trade and EC sales expansion in
Asia with our own brand. (Medical products & cosmetics)

Multi language service
=Our EC site is being edited in order to start multi language service. Hypothetical multi-language in-store dialog
lists are set in real stores. (Food & beverages)
- Creation of menus that are popular among foreigners and easy to understand for foreigners (Other non-
manufacturing)

Experience/tours
- Sake brewery tours and tasting sake (Food & beverages) / Factory tours+workshop (Ceramics/earth & stone) /
Experience of weaving (Textiles/clothing)

Other
- Developing mabile batteries made in Japan for demand of foreign visitors to Japan on the occasion of the Olympic
Games (IT equipment/electronic parts & devices)
=Support for creation of products (containers, total packages, one-stop services, etc.) for foreign visitors to Japan
(Trade and wholesale)
= Taking on Ninja show in and outside of Japan (Other non-manufacturing)
-Summer school for elementary and junior high school students from China (Other non-manufacturing)
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/. Human Resources for Overseas Business Expansion

- Highly-skilled foreign professionals are most valued in specialized positions such
as IT professionals. Japanese firms are more likely to recruit personnel who are
capable of making immediate contributions to their operations-




Human resources for overseas business expansion: Policy to secure human resources

Vs

Placing the most importance on foreign human resources for professionals such as IT

J/

When asked about their policy to secure personnel for expanding overseas business, the percentage of respondents who answered “global
human resource development of existing Japanese employees” was the highest (39.3%). By industry, respondents answering “global
human resource development of existing Japanese employees” accounted for the highest percentage in many industries, while the
percentage of respondents answering “recruitment and appointment of foreign personnel” was the highest in the industries of
communication, information & software and professional services. In specialized positions such as IT and legal professions and in the
business of serving customers, including inbound tourists, for dining, traveling, etc., where there is a shortage of human resources in
Japan, utilization of foreign personnel tends to be regarded as important.

Human resources on whom most importance is placed to Human resources on whom most importance is placed to expand overseas business (TotaIT,be industry) (%)
expand overseas business (Total, by firm size) > D - S = 2O 5
%) = Esgl .o |cE8 E5E 8
0.0 20.0 40.0 60.0 = 2532 Se_ ES§ 8223 _
‘ ‘ ‘ oo Se3Sl EsT 5832023 = g
393 o ESE| E2E| BS8lSs2y B :
Global hljtnlanJresource dthIeIopment of é 5 % % E g é_ 5= 2 é = s 2 o §
existing Japanese employees — =52 SE cas Eacs
Jgo 969 2 | 55/ 23 3gc zads
234 © & & S 8% &.gg'%
Recruitment and appointment of foreign 21 5 2
personnel 1238 Total 3,563 39.3 23.4 21.4 34 51 7.4
Manufacturing 1974 40.8 22.6 21.7 3.7 4.4 6.8
Mid-career recruitment of Japanese who 21.4 Food I& /btlever:]raqes i% 228 ;?; ggg gé gg lgé
e i ; Textiles/clothing b . . . . .
are familiar with overseas business ™7 236 P ————————— 7 A a 508 536 a5 58 a5
) . Chemicals 91 47.3 13.2 24.2 6.6 1.1 7.7
Recruitment of Japanese senior Medical products & cosmetics 70 32.9 27.1 21.4 29 43 11.4
persofnne_ll_(eo yet?]rs old or OLder) who are Coal & petroleum products/plastic products/rubber products 87 32.2 26.4 24.1 9.2 34 4.6
amiliar with overseas business & Total(123,563) G % e e 520 63 od 3
Iron & steel/non-ferrous metals/metal products 212 32.1 31.6 20.3 3.8 3.3 9.0
Other 0 General machinery 167 49.7 19.2 222 24 12 5.4
PR O Large-scale firms Electrical equipment 93 48.4 22.6 15.1 1.1 6.5 6.5
(n=573) IT equipment/electronic parts & devices 61 34.4 32.8 14.8 3.3 6.6 8.2
Cars/car parts/other transportation machinery 108 43.5 28.7 17.6 3.7 1.9 4.6
No answer | @ SMEs (n=2,990) Precision equipment 82 53.7 20.7 14.6 120 37 6.1
Other manufacturing 242 40.1 21.5 22.7 4.1 5.0 6.6
" . Non-manufacturing 1,589 37.4 24.4 21.1 2.9 6.0 8.1
Note: n = the total number of firms responding to Trade and wholesale 797 41.0 18.9 248 34 55 6.3
this survey Retail 110 336/ 318 17.3 45 91 36
Construction 111 36.9 33.3 15.3 4.5 3.6 6.3
Transport 72 52.8 23.6 18.1 14 2.8 1.4
Among other non-manufacturing (31.6%), the percentage of Finance & insurance 78 60.3 51 5.1 0.0 7.7 21.8
“recruitment and appointment of foreign personnel” is high Communication, information & software 96 26.0 41.7 21.9 0.0 31 7.3
particularly in dining/lodging facilities (46.7%) and other Professional services 62 17.7 33.9 19.4 16 11.3 16.1
services (travel, entertainment, etc.) (42.5%). == [Other non-manufacturing 263 26. 31 19.8 27 72 125

Note: 1) The data to be summed up are the total number of firms responding to this survey.
2) Highlighted cells indicate items with the highest answer rate for each industry. Bold digits indicate industries with answer rate of more than
30% for “recruitment and appointment of foreign personnel”. Copyright (C) 2020 JETRO. All rights reserved.



Human resources for overseas business expansion: Policy to secure human resources

personnel and mid-career personnel

Increasing tendency to recruit human resources of immediate use such as foreign a

Looking at the change over time since the past survey regarding the policy to secure human resources for overseas business expansion,
the number of firms that place the highest importance on “recruiting and appointing foreign personnel” has been on the increase. Also,
among SMEs “recruitment of mid-career Japanese personnel familiar with overseas business” increased in FY2019, demonstrating the
tendency of expectations for personnel who are capable of making immediate contributions to their operations.

Human resources on whom most importance is placed to expand overseas business (Total, by firm size, time series)

<Total>

Global human resource
development of existing
Japanese employees

0.0

Recruitment and
appointment of foreign
personnel

Mid-career recruitment
of Japanese who are
familiar with overseas
business

Recruitment of Japanese
senior personnel (60
years old or older) who
are familiar with overseas
business

Other

No answer

(Multiple answes, %)
200 40.0

60.0

| 401
44.9
39.3

1 20.6

: 2.8%
216 point
23.4 increase

| 198
18.6
21.4

. OFY2014 Survey
45 (n=3,367)

35

51 OFY2016 Survey

(n=3,209)

1 10.0
6.8
7.4

BFY2019 Survey
(n=3,563)

<Large-scale firms>

Global human resource
development of existing
Japanese employees

Recruitment and
appointment of foreign

personnel

Mid-career recruitment
of Japanese who are
familiar with overseas
business

Recruitment of Japanese
senior personnel (60
years old or older) who
are familiar with overseas
business

No answer

(Multipleanswers, %)
0.0 20.0 40.0 60.0 80.0
| 59.3
64.3
56.9
17.8
3.7%
180 pOint
- 21.5 increase
| 14.6
11.7

OFY2014 Survey
(n=766)

OFY2016 Survey
(n=695)

BFY2019 Survey
(n=573)

<SMEs>

Global human resource
development of existing
Japanese employees

(Multiple answers, %)

0.0

20.0

40.0 60.0

34.5

Recruitment and
appointment of foreign
personnel

Mid-career recruitment of
Japanese who are familiar
with overseas business

Recruitment of Japanese
senior personnel (60 years
old or older) who are
familiar with overseas
business

Other

No answer

| 5.0
4.1
55

39.5
36.0

1214 2. 4%

{ 11.8
7.6 B FY2019 Survey

7.2

22.6 point
23.8 increase

O FY2014 Survey
(n=2,601)

OFY2016 Survey
(n=2,514)

(n=2,990)

Note: n = total number of firms answering to this survey; however, in FY2014 and FY2016, n = total number of answers because firms that submitted multiple answers were also
included in the counting (the percentage of each item is calculated based on the number of answers).
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Human resources for overseas business expansion: Merits of securing human resources

of sales channels”

Securing human resources for overseas business: 60% are expecting “expansion

[ 54)

respectively.

demonstrating the difference of expectations toward human

When asked regarding merits of securing human resources for overseas business, the majority of firms (61.2%) responded “sales channel
expansion”. By firm size, while among SMEs “sales channel expansion” was the most common answer, among large-scale firms most of
them cited “enhancement of power to negotiate with foreign partners”,
resources for overseas business. Looking at responses by policy to secure human resources, a relatively high percentage of firms
answered that they expect “solution of labor shortage” toward foreign personnel and “enhancement of ability to solve problems” toward
mid-career personnel,

Merits of securing human resources for
overseas business (Total, by firm size)

(Multiple answers, %)

= =
gD S o - =
0.0 0 400 600 800 o 28 533552 25 | 5 58|85
£ = a 2 — v e |95 £ S oL |2
= c S s = S5 2[E 2 g 2 g i 5 E8 U'g g
q s | 55 |55 |CCg|Ecg| E2 | £ |282|32.| , | B
Sales channel expansion o 5¢ |53 cls§g = >=| 232 °g |55 (5>8 £ 2
' 63.1 2 | g5 |E25|S5E|e2¢€| 35 | 82 |Bag|s8%| © 5
483 E | £8 |85°|22¢e|288°| 58 | 27 |52 B¢ 2
Enhancement of power to negotiate with _—|557 2 @ s £2g g g ] 3 Eg %f
foreign partners R Y 5 E 88 © O 35 & e o
Gaining financial effect (enhancement of
sales, performance, etc.) Total 3,300 61.2 48.3 30.6 29.5 23.0 214 18.9 10.4 3.7 3.0
Enhancement of capability to solve % Global human resource
problems 26.3 development of existing 1,401 61.9 458 35.3 34.3 26.6 12.9 30.0 10.1 1.7 24
Contribution to new product 23.0 Japanese employees
development 2222 2 Recruitment and appointment
of foreign personnel 834 55.5 54.3 22.2 20.7 21.2 39.7 145 12.8 34 0.8
Soluti f labor shorta 2
oltion otfabor shortage 33 Mid-career recruitment of
Japanese who are familiar 764 72.8 53.4 36.5 34.3 23.8 19.1 8.2 10.1 0.9 0.5
Motivation improvement of Japanese with overseas business
employees B Total -
(n=3,300) Recrmtment of Japanese
Responding to demand of foreign s’ seniorpersonnel (years old| - go01 - g75| 533 283 375 100 208 92 67 17 25
visitors to Japan 5 or older) who are familiar with
11.3 O Large firms overseas business
3.7 (n=524)
Oth
e 34;‘ Other 181 287 155 94/ 77| 94| 122 39 50 331 276
| 3.0 O SMEs
No answer Elo (n=2,776)
3.4

Note: n = total number of firms responding to this survey,
excluding the number of firms answering “No answer” for
question regarding policy to secure human resources

Merits of securing human resources for overseas business (Total, by policy to secure human resources)

(Multiple answers, %)

Note: 1) The data to be summed up are total number of firms responding to this survey, excluding firms answering

“No answer” for question regarding policy to secure human resources.

2) Highlighted cells indicate items with answer rate of more than 30%.
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Human resources for overseas business expansion: Issues concerning global human resources development of Japanese employees

( Global human resources development of Japanese employees: The issue is lack of a
In-house resources and strategy |

.

Regarding the issues concerning global human resources development of Japanese employees, high percentages of firms answered
“Don’t have time/conditions to afford to develop human resources” (51.3%), “No clear company strategy to develop global human
resources” (50.8%), and “Poor know-how to guide/develop human resources” (44.9%). By industry, the percentage of responders for
each issue item in manufacturing is higher than that in non-manufacturing.

Issues concerning global human resources development of Japanese employees (Total, by industry)

Issues concerning global human resources (Multiple wers. %)

development of Japanese employees 2 = 18 Jooloola® o
(Total, by firm size) S5 012 | €42 |zE|SE BE |E |5.
(Multiple answers, %) é’ 54 3 E g S S, 9 g eg 39 2 E é
00 200 400 60.0 = Z E 5% IR E1E 32 23 gé oE.l 25 g
Don’t have time/conditions to afford to —4:.8 8 g— = == S 2i =zl 8¢ g o = E '3 -2 > '5 6 <
develop human resources e 9 c ss |E g £8/ 28| ¢ 3|53 25~ 22 a8 S
508 2 g2 12 22132/ %58/52 5% |2 = 2
No clear company strategy to develop 494 % o S = 'g £ = g é’ g % E g 2 §
global human resources posmemsmsmssssmsmssmsesrssssasesi) ot i3 2 |EE|EE 88 & | 2
9“71.0 =z k] 2 S 8< = =
Poor knowi-how 1o guide/develop human —M—E - 0| |[Toul 3563 508 10.1] 513 449 21.6] 141 132 131] 40, 33 59
e Lagg Manufacturing 1974 53.9{ 22.0, 53.3] 46.9{ 22.8] 15.2 141 1297 27¢ 3.3i 50
Cannot afford to bear the cost for human Food & beverages 537 60.1; 19.2} 57.4; 443/ 320 12.1 16.4; 128 24 37. 35
resources development Textiles/clothing 120 45.8{ 217 425 39.21 225 15.8 13.3f 13.3] 25i 3.3/ 58
[Wood wood products/furniture & building materials/paper & pulp 72 58.3] 139} 55.6; 389/ 236/ 13.9 16.7) 6.9f 42 28 42
Lack of motivation among employees Chemicals 91 51.6; 24.2] 495! 473} 154 154 11.0{ 6.6f 4.4 22 55
Medical products & cosmetics 70 51.4; 214} 50.00 51.4; 20.0, 114 171 10.0f 29 14, 86
Difficulty to see the effect of human Coal & petroleumproducts/plastic products/rubber products 87 59.8! 184} 54.00 517, 20.7{ 16.1 14.9) 17.21 46 34 34
resources development Ceramics/earth & stone 32 59.4i 28.1. 40.6; 43.8] 25.00 15.6 12.5{ 125/ 6.3; 0.0i 6.3
) ) Iron & steel/non-ferrous metals/metal products 212 524 236/ 509 472, 217, 17.0 12,7} 11.8 19 38 6.6
organiI;:tciI;r?/fe:;entevligrflf)rlelge?ﬁtasllgreajning General machinery 167 53.3i 24.6f 59.3] 56.3] 17.4/ 16.8 13.2) 13.8f 24 36! 3.6
& Total Electrical equipment 93 48.4] 258! 495/ 50.5 183, 18.3 12.9f 9.7f 22 32 3.2
Dificulty in retaining human resources (n=3563) IT equipment/electronic parts & devices 61 54.11 230; 57.4; 508 213/ 9.8 9.8 148 16: 49 49
Cars/car parts/other transportation machinery 108 454 30.6f 54.6i 54.6;i 194 17.6 14.8! 19.4 09 09 28
) ) Precision equipment 82 50.0; 26.8; 50.0{ 439/ 159 195 232; 159 37 12 173
o Bstes o0 e e esourees 0 Large firms Other manufacturing 242|504 202 52.1 442 169 178, 87| 132 33 45 79
(n=573) Non-manufacturing 1,589 46.9{ 15.6! 48.8{ 425 20.2, 12.7 12,1} 134} 5.7i 32 7.0
Other Trade and wholesale 797 48.21 139! 49.3! 448, 19.7. 11.2 13.0f 139/ 6.0 29 51
Retail 110 48.2i 127, 51.8f 455 23.6! 16.4 19.1) 10.9 27 18 7.3
BSMES Construction 111 48.61 21.6] 61.3] 495/ 153 135 12.6) 11.7] 36 45 6.3
No answer (n=2990) Transport 72| 611 319/ 542 556 181 19.4 07 222 42 28 28
Finance & insurance 78 295! 51/ 308 32.1 9.0 20.5 9.00 7.7; 11 2.6! 19.2
Communication, information & software 96 50.0{ 16.7, 44.8] 40.6; 25.0i 10.4 731 731 42 31 6.3
= ; - : Professional services 62 33.9; 14.5{ 48.4. 210, 30.6; 129 6.5, 9.7, 81 65 97
Note: n = total number of firms answering to this survey Other non-manufacturing 63 449 17.9] 46.0 369 221 122  1L0| 160 53 38 9.9

Note: 1) The data to be summed up are total number of firms responding to this survey.

2) Highlighted cells indicate the top 3 industries with the highest answer rate for each item, excluding three rows on the right. Bold
digits indicate the items with the highest answer rate for each industry. i i
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Business environment in each country and region

Business environment in each country/region: Original expressions for
attractions/advantages, 1ssues

List of abbreviations and original expressions of attractions/advantages and issues

Attractions and

Categories advantages Attractions and advantages (original expressions) Category Issues (abbreviations) Issues (original expressions)
(abbreviations)
Market size/growth . . Additional duty measures [ There are risks/problems fromthe additional dut;
Market g Makrket size and growth potential y P y

potential

Current affairs

between US and China

measures between the US and China

There are risks/problems fromthe decision by the UK to

Ease of local procurement |Clustering of related industries (easy to procure locally) Brexit risk leave the EU
Clustering of [Clustering of customer . ) . . Foreign . . .
. g . 9 Clustering of customer firnms (delivery destinations) 9 Exchange risk High exchange risk
firms, etc.  |firms exchange
. - Technological capability of local firms and universities, Clustering of related . . .
Technological capability 9 P y . . . g No clustering or development of related industries
etc. Business |industries
partners . . . . . .
Labor cost/labor force Low labor cost and abundant labor force Collection of bills There are risk/problems in collecting bills.
Labor force |Employee retention rate  [High retention rate High/rising labor cost High or rising labor cost
High empl lity, abundant highly qualified Laborforce | or shortage, difficult
. igh employee quality, abundant hi ualifie or shortage, difficu - L -
Personnel quality 9 bloyee quallty ghya o g y Labor shortage, difficulty in hiring qualified personnel
personnel hiring
Well-developed infrastructure (electricity, transportation, Undeveloped infrastructure (electricity, transportation,
Infrastructure L Infrastructure | Infrastructure .
communication, etc.) communication, etc.)
Infistructure Legal systemand it Undeveloped legal systemand its problemati
] ] . egal systemand its ndeveloped legal systemand its problematic
Land, offices Plenty of land and office space, low land price and rent galsy P galsy P
enforcement enforcement
Speedy procedures Various speedy procedures Procedures/ IP protection Problems with protection of intellectual property (IP)
Procedures/ institutions  [Taxsystemand
R Taxsystem Favorable taxsystem (corporate tax, customs, etc.) Tangled taxsystemand procedures
institutions procedures
Investment incentive . Administrative | . . ;
Well-developed systemto encourage investment Tangled administrative procedures (obtaining permis, etc.)
system procedures
Political and social - . . Political/social situations, [Risks in political situations, problems with social
L Stable political and social conditions . . .
stability security situations and security
L . . Politis/ Natural disasters, . . ) .
Communication Lower language and communication barrier . . . Risks of natural disasters or environmental pollution
society, etc. |environmental pollution
Politics/ - . - . .
. Living environment Excellent living environment for expatriate staff Other Other
society, etc.
Pro-Japanese feeling Pro-Japanese feeling None No particular issues No particular risks or issues recognized

Other

Other
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Impacts of trade protectionism: Impacts on business by other issues of trade and commerce

[ Issues and concerns regarding trade and commerce other than US-China trade
friction (free description)

Main comments for impacts on business by issues and concerns regarding trade and commerce other than US-China trade friction (free description)

China
» When China’s import restriction on Japanese agricultural products will be removed (Food & beverages)
+ Sales decline owing to economic slowdown in China (Textiles/clothing)
South Korea
» Korean customers’ demand for local production because of the deteriorated Japan-Korea relationship (Chemicals)
» Economic slowdown in Korea (Other manufacturing)
UK /“Brexit/ EU/Europe
 Disruption of distribution channels accompanied by Brexit (Iron & steel/non-ferrous metals/metal products)
» Trade and commerce problems between US and EU (Transport)
» Regulation on communication of online data, such as GDPR in EU (Communication, information & software)
us
» US’s imposition of tariff on products from countries other than China and European retaliatory tariffs (Other manufacturing)
« Difficulty to predict the future because of nontransparent policies of US (Transport)
Hong Kong

 It’s difficult to predict when and how the problem of Hong Kong will come to an end. That is a very worrisome issue when making
decisions about our future policy because Hong Kong is in the upper part of ranking for export destinations. (Food & beverages)

» Decrease of distribution handling owing to impacts of prolonged demonstrations in Hong Kong (Transport)
Environment

* Alteration of worldwide regulations and standards for environment including SDGs (Other manufacturing)

» Concerned about depletion of commodities because of climate and environment problems (Trade and wholesale)
Iran

» Concerned about the possibility that ill effects of the conflict between the US and Iran might bring about a rise in oil prices (Electrical
equipment)

+ US’s sanctions against Iran have caused harmful impacts (Other manufacturing)
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Utilization of free trade agreements (FTAs): Required information and support from the government regarding FTA

{ Required information and support regarding FTA from the government (free description)

When suggestions for improvement of required information and support from the government, etc. regarding FTA were invited
separately from answer choices to questions, 72 comments in total were presented. While many of them were found to be improvement
requests regarding administrative procedures, a certain number of responses of “Nothing in particular” were presented (23 cases).

Administrative procedures

~Hope to shorten required time for new application procedures. (Other manufacturing)

~Wish simpler mechanisms to be established, particularly for SMEs. (Precision equipment)
~Rules of origin are complicated and time-consuming to examine fulfillment. It’s difficult to deal without support from experts. (Food & beverages)
= The issuance of certificates of origin is slow. The cause of this is the principle of original documents and sealing. (Trade and wholesale)

-Because of a limited number of local Chamber of Commerce and Industry to issue certificates, distance from our office to the organizations is
problematic. Specifically, the lead time from issuing documents to obtaining the original, the burden of human resources, difficulty of recovery, etc.
are bottlenecks for us. (Trade and wholesale)

Expansion of information

~Request to prepare a practical manual for clerks in order to prepare accurate supplier certificates. (Cars/car parts/other transportation machinery)

- Distribution of the collection of utilization examples. (Other manufacturing)

Coordination with partner countries

*If it’s possible to enable confirmation of how far the verification in partner countries has actually advanced (Trade and wholesale)

*Elimination of inconsistency in recognition with import countries’ side (such as regarding interpretation of HS code) (trade, wholesale)

FTA in general

Expansion of FTA partner countries is required. (General machinery)

*Elimination of the problem that Japan’s third party certification system allows entry of only old HS codes. (IT equipment/electronic parts & devices)

-Because the contents differ among individual FTAs, SMEs cannot deal with them because of shortage of manpower and financial resources
although large firms may be able to deal with them. Implementation of FTA measures for SMEs might be required, such as establishment of a hands-

on system. (Professional services)
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