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Introduction

In recent years, overseas markets have become increasingly important to Japanese
companies. In light of this situation, the survey analyzed trends related to overseas business
development of Japanese companies, including trade initiatives, e-commerce initiatives,
overseas expansion initiatives, supply chain reviews, employment of foreign personnel, and DX,
human rights, and environmental efforts.

This is the 22nd time that we have conducted this survey, which began in 2002 for JETRO
Members (firms that are members of JETRO’s membership). From 2011, JETRO asks non-
members (but those who have utilized our services) to answer this survey. This year, from
November to December 2023, we sent answer sheets and the link of web answer form to
9,384 Japanese firms (including 3,316 JETRO Members and 6,068 non-members), and
received responses from 3,196 firms (34.1% valid answer rate).

We would like to take this opportunity to thank the firms that cooperated in this survey. We
hope that this report will be helpful to Japanese firms in developing strategies for overseas
business expansion.

This survey was partially outsourced to Tokyoto Business Service Co., Ltd.

March 2024
Japan External Trade Organization (JETRO) Research & Analysis Department
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Survey Summary

1 | About this survey

1. Target

The FY2023 survey reached a total of 9,384 firms headquartered in
Japan with interest in overseas business.

They include 3,316 JETRO member firms and 6,068 firms that have
used JETRO services.

*This survey has been conducted annually since FY2002, and it
marks the 22nd year for the survey. The survey had

been initially conducted only for JETRO member firms, but its
coverage was expanded in FY2011 to include non-JETRO

member firms.

2. Topics

I.  Profile of Responding Firms

. Outlook of Overseas Business

n. Trade

Iv. Procurement

v. Overseas Expansion

vi.  Efforts for Human Rights, Decarbonization, etc.
vil. DX, Electronic Commerce (EC)

3. Survey method
JETRO asked target firms to answer this survey by mail or on the
website by e-mail.

4. Period
November 14, 2023 to December 18, 2023

5. Responses

Valid responses: 3,196 firms (of which 1,107 are JETRO member
firms)

Rate of valid response: 34.1%.

Profile of respondent firms (overall, by industry, and by firm size)

_ No. of Share
Total/Industry/Size

Total 3,196 100.0
Manufacturing 1,834 57.4
Food and beverage 521 16.3
Textiles / Clothing 103 3.2
Wood & wood products/furniture & building
materials/paper & pulp 1 2.2
Chemicals 81 2.5
Medical products and cosmetics 66 2.1
Petroleum products/plastic/rubber products 88 2.8
Ceramics/earth & Stone 28 0.9
Iron & steel/non-ferrous metals/metal products 206 6.4
General machinery 161 5.0
Electric equipment 113 3.5
IT equipment/electronic parts & devices 53 1.7
Cars/car parts/other transportation machinery 85 2.7
Precision equipment 74 2.3
Other manufacturing 184 5.8
Non-manufacturing 1,362 42.6
Trade & wholesales 721 22.6
Retail 110 3.4
Construction 95 3.0
Transport 71 2.2
Finance and insurance 55 1.7
Communication, information & Software 84 2.6
Professional services 68 2.1
Other non-manufacturing 158 4.9
Large firms 484 15.1
Large firms (excluding leading medium-sized firms) 113 3.5
Leading medium-sized firms 371 11.6
Small and medium-sized enterprises (SMES) 2,712 84.9
SMESs (excluding micro-businesses) 1,079 33.8
Micro-businesses 1,633 51.1

Copyright © 2024 JETRO. All rights reserved
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Survey Summary
Profile of responding firms

2 | Notes
(by overseas business status / by location)

1.  Percentages shown in charts and diagrams in this report are rounded off Total/Classification/Location Share(%)

and therefore totals do not necessarily add up to 100%. Total 3,196 100.0
2.  Prefectures included in each region are as follows: Exporting firms 2,378 74.4
“Hokkaido”: Hokkaido Importing firms 1,499 46.9
“Tohoku”: Aomori, lwate, Miyagi, Akita, Yamagata, Fukushima Firms with overseas bases 1,176 36.8
“Kanto/Koshinetsu”: Ibaraki, Tochigi, Gunma, Tokyo, Saitama, Chiba, Domestic firms 290 9.1
Kanagawa, Nagano, Shizuoka, Yamanashi, Hokkaido 55 17
Niigata Tohoku 152 4.8
“Chubu’: Aichi, Gifu, Mie Kanto/Koshinetsu 1,430 44.7
“Hokuriku”: Toyama, Ishikawa, Fukui Chubu 284 8.9
“Kansai”: Shiga, Kyoto, Nara, Osaka, Wakayama, Hyogo Hokuriku 112 3.5
“Chugoku”: Okayama, Tottori, Hiroshima, Shimane, Yamaguchi Kansai 622 19.5
“Shikoku”: Kagawa, Ehime, Tokushima, Kochi Chugoku 182 57
“Kyushu/Okinawa”: Fukuoka, Saga, Nagasaki, Kumamoto, Oita, Miyazaki, Shikoku 110 3.4
Kagoshima, Okinawa Kyushu/Okinawa 249 7.8
3. Definitions of large-scale firms, SMEs, etc. are as follows: Note: "Domestic firms" are firms that do not conduct overseas business.
Large firms Firms other than SMEs Firms other than SMEs Firms other than SMEs Firms other than SMEs
Large firms

Large-scale firms other than iLarge-scale firms other than Large-scale firms other than Large-scale firms other than

(Bl [Eeling leading medium-sized firms medium-sized firms medium-sized firms medium-sized firms

medium-sized firms)

More than 300 million but 1  {More than 100 million yen butMore than 50 million but 300 More than 50 million but 300
Leading medium-sized  billion yen or less, or more  :300 million yen or less, or million yen or less, or more million yen or less, or more

firms than 300 but 3,000 or fewer more than 100 but 1,000 or :than 50 but 1,000 or fewer  ithan 100 but 1,000 or fewer
employees fewer employees employees employees
Small and medium-sized 300 million yen or less, or 100 million yen or less, or 50 million yen or less, or 50 50 million yen or less, or 100
enterprises (SMES) 300 employees or less 100 employees of less employees or less employees or less
=S . . SMEs other than micro- SMEs other than micro- SMEs other than micro- SMEs other than micro-
(excluding micro- . : . .
businesses businesses businesses businesses

businesses)

50 million yen or less, or 20 {10 million yen or less, or 5 10 million yen or less, or 5 {10 million yen or less, or 5

Micro-businesses
employees of less employees or less employees or less employees or less

Note: “Large-scale firms” and “SMESs” in the large categories are based on the Small and Medium-sized Enterprise Basic Act. The others are defined by JETRO.
Copyright © 2024 JETRO. All rights reserved 5



Survey Summary

3 | List of industry name used in this report

[Manufacturing]

[Non-manufacturing]

Trade and wholesale Trade & wholesale

Retail Retail
Construction Construction
Transport Transport

Finance & insurance Finance & insurance

Food & beverages Food & beverages IT equipment IT equipment/electronic
Texil Electronic parts &  Parts & devices
extiles :
- Textiles/clothing fevsEs
Clothing Cars Cars/car parts/other
Wood & wood Car parts transportation
products (excluding  Wood & wood Other transportation machinery
furniture) products/furniture & machinery
building Precision equipment precision equipment

Furniture & building
materials

Paper & pulp

materials/paper &
pulp

(including medical
devices)

CohrmRlEe: Communication,

Chemicals

Chemicals

Other manufacturing Other manufacturing

Information & software information & software

Medical products &

Medical products &

cosmetics cosmetics
Coal & petroleum
products Petroleum

Plastics

Rubber products

products/plastics/
rubber products

Ceramics/earth &
stone

Ceramics/earth &
stone

Iron & steel

Non-ferrous metals

Metal products

Iron & steel/non-
ferrous metals/metal
products

General machinery

General machinery

Electrical equipment

Electrical equipment

Professional services

(Consulting/legal etc.) Professional services

Mining

Utilities

Agriculture/forestry/fishery

Printing & related industry

REENCHEIG Other non-manufacturing

Dining/lodging facilities

Medical/welfare

Other services
(Travel/amusement etc.)

Other non-manufacturing

Copyright © 2024 JETRO. All rights reserved 6



l. Profile of Responding Firms
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| Profile of Responding Firms

1 | Current trade conditions

Firms with international trade operation (total, by industry, by firm size) (%)

Overall, Industry, Size SX“JL?ELZ NZ;;E:{%“;'V ifn”ggf{‘itr:é
Exporting Importing

Overall (n=3,196) 74.4 34.6 25.6 46.9 7.1
Manufacturing (n=1,834) 85.3 40.8 14.7 49.1 4.6
Food & beverages (n=521) 88.9 62.4 111 28.8 2.3
Textiles/clothing (n=103) 78.6 37.9 21.4 495 8.7

w w r furnitur ildin
m:tc()acr‘i:s/:;p?e? 8‘:‘:}‘:}?&; 271;“ =% amiEing 78.9 423 21.1 451 85
Chemicals (n=81) 93.8 25.9 6.2 69.1 1.2
Medical products & cosmetics (n=66) 90.9 37.9 9.1 57.6 4.5
Petroleum products/plastics/rubber products (n=88) 88.6 30.7 114 61.4 3.4
Ceramics/earth & stone (n=28) 75.0 32.1 25.0 53.6 10.7
Iron & steel/non-ferrous metals/metal products(n=206) 81.1 29.1 18.9 59.2 7.3
General Machinery (n=161) 90.7 34.8 9.3 57.8 1.9
Electrical machinery (n=113) 83.2 28.3 16.8 59.3 4.4
IT equipment/electronic parts & devices(n=53) 81.1 34.0 18.9 56.6 9.4
Cars/car parts/other transportation machinery(n=85) 77.6 20.0 224 63.5 5.9
Precision instruments (n=74) 91.9 31.1 8.1 62.2 14
Other manufacturing (n=184) 78.8 35.9 21.2 50.0 7.1
Non-manufacturing (n=1,362) 59.8 26.3 40.2 44.0 10.5
Trading and wholesale (n=721) 81.6 30.1 18.4 63.8 12.3
Retail (n=110) 58.2 38.2 41.8 35.5 15.5
Construction (n=95) 31.6 17.9 68.4 211 7.4
Transport(n=71) 28.2 7.0 71.8 28.2 7.0
Finance & insurance(n=55) 1.8 1.8 98.2 1.8 1.8
Communication, information & software(n=84) 42.9 33.3 57.1 17.9 8.3
Professional services (n=68) 33.8 22.1 66.2 14.7 29
Other non-manufacturing (n=158) 32.9 20.9 67.1 215 9.5
Large firms (n=484) 65.1 15.9 34.9 53.9 4.8
SMEs(n=2,712) 76.1 37.9 23.9 45.6 7.5

Notes: 1) n is the total number of responding firms to this survey. 2) Includes indirect imports and exports through other firms.
3) Firms only exporting are those that export but do not import. 4) Firms that “do not currently export” are the number of firms that were excluded exporting

firms from the total number of firms that responded. 5) Firms that only import are those that import but do not export. COPYIONEE 2024 JETRO. Allrionts resenved 8
e —— T —



| Profile of Responding Firms

2 | Current Overseas Operations

Overseas offices (overall, by industry, by firm size) Countries and regions where overseas offices are located
0
Overall, Industry and Size (%) Chin | —————————
Overall (n=3,196) 36.8 : 63.2 hailand 56.0
Manufacturing (n=1,834) ; 37.7 ; 62.3 Thailan 36.1
Food & beverages (n=521) :17.3 | 827 U.S. I 329
Textiles/clothing (n=103) 282 | 71.8 Vietnam IEEE—— 30.0
Wood & wood products/furniture & building materials/paper &
pulp(n=71) L 254 | 746 EU maaaamm 20.6
Chemicals (n=81) $ 543 | 457 Indonesia EE— 18.6
Medical products & cosmetics (n=66) : 31.8 | 68.2 .
: : Taiwan I 18.6
Petroleum products/plastics/rubber products ( n =88) : 511 | 489
Ceramics/earth & stone (n=28) £ 50.0 | 50.0 Singapore NN 17.3
Iron & steel/non-ferrous metals/metal products (n=206) 48.1 | 51.9 Hong Kong s 15.6
General Machinery (n=161) : 522 | 47.8 South K 3.9
Electrical machinery (n=113) :49.6 | 504 ou orea 13.
IT equipment/electronic parts & devices(n=53) : 34.0 | 66.0 India N 13.5
Carsl/car parts/other transportation machinery(n=85) : 80.0 | 20.0 Malaysia HEE— 13.2
Precision instruments (n=74) : 473 | 527 .
Other manufacturing (n=184) © 386 | 61.4 Mexico NEEEEE 10.3
Non-manufacturing (n=1,362) : 355 | 64.5 Other Asia and Oceania I 9.7
Trading and wholesale (n=721) 34.3 | 65.7 Philippines . 9.7
Retail (n=110) £ 19.1 | 80.9 ) )
Construction (n=95) : 453 | 547 United Kingdom W 8.8
Transport (n=71) : 56.3 | 437 Other Noth/Latin America I 7.5
Finance & Insurance (n=55) 47.3 | 52.7 Middle East/ Africa mmmm 7.3
Communication, information & software(n=84) : 321 | 67.9 ]
Professional services (n=68) 33.8 | 66.2 Russia/CIS @ 3.1 (Multiple answers, %)
Other non-manufacturing (n=158) ©36.1 | 63.9 Other Europe B 1.7
Large firms (n=484) 79.8 | 20.2 No answer 1 0.8
Large firms (excluding leading medium-sized firms) (n=113) £ 903 9.7
Leading medium-sized firms (n=371) 7765 | 235 Notes: 1) The Respondent firms are those who currently have overseas offices
SMEs (n=2712) 291 | 709 (1,;76 firmsl).dZ_)“O(t:hr?r As|i_z|:1 andKOcea_rIlia_” referss tot,r/]\sKia/Pacig_c countries and
- : : = 1 regions excluding China, Hong Kong, Taiwan, Sou orea, Singapore,
ME | M =1,07 : 43.2 | 56.8 . . . S . f
S_ S (eX(_: uding uiro DRIGRED) (ISE) : Thailand, Malaysia, Indonesia, the Philippines, Vietnam, and India. “Other
MIETD ELEMEEEES (=L 352) . 198 | 802 North/Latin America" refers to the countries and regions in North and Latin

Notes: 1) "n" is the total number of firms that responded to this survey. gg;rr'lcsair?)éclﬂl:gr')lget:flu%iﬁ;ﬂ: gsxr'gghg:‘setr;eusr(;‘:g't;egeﬁé? countries and

2) Agents are not included in overseas offices. Copyright © 2024 JETRO. Al rights reserved 9



| Profile of Responding Firms

3 | Overseas sales as a percentage of total sales

Overseas sales ratio in FY2023 (Total, by industry, by firm size)

6-10%| 11- 21-

Overall, Industry, Firm Size 20% 30%
Total (n=2,663) 19.7 24.2 13.7 11.9 7.0

Manufacturing (n=1,653) 17.0 251 155 127 8.0
Food & beverages (n=471) 221 365 16.8 10.8 5.3
Textiles/clothing (n=87) 28.7 26.4) 10.3 4.6 8.0
Wood & wood products/furniture & building
materials/paper & pulp (n=58) 241 31.00 13.8 19.0 5.2 0.0 0.0 3.4 1.7 0.0 0.0 0.0 1.7
Chemicals (n=78) 6.4 11.5 23.1 16.7 7.7 14.1 7.7 7.7 2.6 0.0 0.0 0.0 2.6
Medical products & cosmetics (n=61) 11.5 26.2 23.0 16.4 4.9 3.3 1.6 3.3 1.6 0.0 1.6 0.0 6.6
gy D CAUOSIPASICSILDRETPIOAUStS 463 175 138 150 113 88 50 38 25 00 25 00 38
Ceramics/earth & stone (n=25) 12.0 24.0 12.0 20.0 4.0 8.0 0.0 4.0 4.0 4.0 0.0 0.0 8.0
Iron & steel/non-ferrous metals/metal product
(;:1865) ToUS MEA's products 445 242 161 129 97 65 38 32 16 43 11 05 16
General Machinery (n=151) 9.9 17.9 18.5 14.6 10.6 6.6 4.6 5.3 6.6 0.7 3.3 0.0 1.3
Electrical equipment (n=103) 14.6 20.4 13.6 18.4 9.7 5.8 1.9 1.9 2.9 2.9 2.9 1.9 2.9
IT equipment/electronic parts & devices (n=45) 20,0 13.3 11.1 11.1 4.4 6.7 00 156 4.4 8.9 0.0 0.0 4.4
Cars/car parts/other transportation machiner
= P portati inery 88 138 100 88 163 150 100 100 1.3 38 00 13 13
Precision equipment (n=70) 7.1 15.7 17.1 14.3 7.1 7.1 4.3 10.0 2.9 5.7 4.3 1.4 2.9
Other manufacturing (n=158) 20.3 22.8 11.4 10.8 8.9 4.4 3.2 5.7 3.8 1.9 1.9 2.5 2.5

Non-manufacturing (n=1,010) 24.1 22.7 10.6 10.5 54 4.2 2.9 3.5 1.9 2.4 2.5 5.6 3.9
Trade & wholesale (n=620) 17.3 20.6 11.6 10.8 5.6 5.8 3.7 4.2 2.3 3.5 3.1 8.4 3.1
Retail (n=72) 319 27.8 8.3 8.3 5.6 2.8 1.4 1.4 2.8 0.0 2.8 2.8 4.2
Construction (n=59) 32.2| 45.8 85 119 0.0 0.0 1.7 0.0 0.0 0.0 0.0 0.0 0.0
Transport (n=47) 17.0 23.4 2.1 14.9 8.5 4.3 4.3 10.6 2.1 2.1 2.1 4.3 4.3
Finance & insurance (n=27) 66.7 7.4 0.0 3.7 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 22.2
Communication, information & software (n=52) 365 231 154 9.6 5.8 0.0 3.8 0.0 1.9 0.0 1.9 0.0 1.9
Professional services (n=39) 38.5 23.1 5.1 10.3 10.3 0.0 0.0 0.0 0.0 0.0 5.1 2.6 5.1
Other non-manufacturing (n=94) 36.2] 21.3 13.8 9.6 5.3 2.1 0.0 3.2 1.1 1.1 0.0 0.0 6.4

Large firms (n=436) 16.7 20.2 11.5 14 7.6 7.1 4.8 7.8 2.8 2.1 1.4 0.9 3.2

SMEs (n=2,227) 20.3 25.0 141 11.5 6.9 4.7 2.6 3.1 2.2 1.9 1.7 3.0 3.1

Note: 1) n is the number of firms exporting or expanding overseas. 2) In principle, sales based on exports are classified as overseas sales.
3) Bolded letters indicate a response ratio of 25% or higher. Copyright © 2024 JETRO. All rights reserved 10



| Profile of Responding Firms

A Over 50% of firms expect increase in overseas sales

in FY2024

m 55.7% of all firms expect their overseas sales to "increase" in FY2024 compared to the previous year. Thisis 7.3

percentage points higher than the percentage of firms that expect an increase in domestic sales.

m More than 60% of medical products & cosmetics, chemicals, food & beverages, and precision equipment are

expected to increase.

Change in domestic and overseas sales in FY2024 (compared to FY2023)

[ All firms ] (%)
o
Overseas 13.8
(n=2,593)

m increase  mNo change decrease

[ Manufacturing ]

Domestic
(n=1,786) 15.1
Overseas 13.0
(n=1,615)

[ Non-manufacturing ]
Domestic
(n=1,300) 15.7
Overseas
(n=978)

151

Note: n is the number of firms excluding those that did not respond. Overseas n is

the number of firms exporting or expanding overseas.

[Changes in overseas sales in manufacturing by industry] (%)

Medical products & cosmetics(n=58)

Food & beverages(n=460)

Precision equipment(n=69)

Wood & wood products/furniture &
building materials/paper & pulp(n=57)

Petroleum products/plastics/rubber

5 ¢ 0
w ¢ ~ o))
© o
(@]

51.3
products(n=78)
Electrical equipment(n=78) 49.5
General machinery(n=147) 48
IT equipment/electronic parts &
devices(n=44) 45.5
Ceramics/earth & stone(n=24) 41.7
® increase  ®No change decrease

Note: The top five and bottom five industries are listed in
descending order of percentage increase.

Copyright © 2024 JETRO. All rights reserved. 11



ll. Outlook of Overseas Business
1) Trade

~ Shifts from China to other markets in export as diversification efforts~

Copyright © 2024 JETRO. All rights reserved



II-1 Trade

1 ' Half exporters keep expanding under geopolitical risks

m 49.3% of exporters said that their export volumes in 2023 will "increase" from 2022. Less than
20% responded "decrease.” This ratio almost unchanged from the previous survey.

m Multiple factors, including geopolitical risk and inflation, affect demand in local markets. Some firms
expect exports to decline due to import restrictions imposed by China.

Export outlook in 2023 (YOY, volume basis) Factors affecting export (by outlook, multiple answers)
73.0% =
65.2% ® Increase(n=1,136)
Decrease(n=403)
46.0%
0,
Decrease 7 10 25.2 16,65
0 11.7% L 12.2%
17.8% ool 9%

3
o
L
x
®
—t
7

Increase
49.3%

ulI abueyd
diysuone|ai
Jlawoisn)
Aduann)
uorreunsap |f
ul uonenbai

(uoneroaidap
uak)
abueyoxo

<{>Our products were chosen over other countries
like Chinafor geopolitical risks. (General
Machinery, “increase”)

<{>Global price hikes. Excess inventory in 2022
(Food & Beverage, “declining”).

Embargoes and harmful rumors following the .
release of ALPS water (Food & Beverage, -
Note: n is the number of firms that responded to this survey, excluding firms “decline”)

that responded not engaged In export. Copyright © 2024 JETRO. All rights reserved. 1 3




II-1 Trade

2 | Over half in manufacturing expects increase

m Medical products and cosmetics (65.5%) marked the highest for increase in export. More than half of
all manufacturing sectors indicated that their exports will increase.

Export Outlook for 2023 and its Factors (by Industry)

Export outlook (%) Factors affecting export (multiple responses, %)
No. of o ; ——
. eman eguiation
a ) tomer | Currenc )
firms Increase| Retain [Decrease |Changes in CRI,JSI i Exchan y in Other
markets el Change | yestination

Overall 2,318 49.3 32.9 17.8 63.6 38.1 18.3 9.7 8.6
Manufacturing 1,537 52.2 30.7 17.0 64.5 37.0 17.8 8.5 8.6
Food & Beverage 459 59.7 24.8 155 62.7 43.4 16.8 12.2 8.1
Textiles/Clothing 76 48.7 42.1 9.2 59.2 43.4 19.7 1.3 10.5
Wood & Wood Products/Furniture & Building Materials/Pulp & Paper 54 44.4 42.6 13.0 57.4 37.0 14.8 7.4 5.6
Chemical 75 41.3 30.7 28.0 69.3 30.7 17.3 10.7 12.0
Medical Products & Cosmetics 58 65.5 22.4 12.1 58.6 37.9 17.2 17.2 8.6
Petroleum, Plastic & Rubber 75 46.7 37.3 16.0 56.0 44.0 12.0 5.3 6.7
Ceramics/Earth & Stone 20 55.0 30.0 15.0 65.0 55.0 35.0 0.0 5.0
Iron & Steel/Nonferrous Metals/Metal Products 164 53.0 29.3 17.7 64.6 26.2 15.9 6.1 11.0
General Machinery 146 42.5 36.3 21.2 67.8 30.1 24.7 9.6 8.2
Electrical Machinery 93 50.5 34.4 15.1 68.8 36.6 18.3 5.4 6.5

IT equipment/Electronic Parts & Devices 43 37.2 34.9 27.9 67.4 39.5 7.0 0.0 4.7
Cars/car parts/other transportation machinery 65 38.5 36.9 24.6 67.7 38.5 15.4 6.2 7.7
Precision Equipment 67 46.3 34.3 19.4 73.1 31.3 20.9 11.9 9.0
Other Manufacturing 142 59.9 26.8 13.4 67.6 31.0 20.4 4.9 10.6
Non-manufacturing 781 43.4 37.3 19.3 61.7 40.3 19.2 11.9 8.6
Trading/Wholesale 574 42.2 37.3 20.6 63.1 40.9 20.6 13.1 7.1
Retalil 60 48.3 38.3 13.3 50.0 28.3 20.0 11.7 18.3
Construction 28 28.6 53.6 17.9 50.0 60.7 3.6 3.6 3.6
Transport 19 31.6 31.6 36.8 73.7 26.3 21.1 10.5 10.5
Finance and Insurance 32 59.4 28.1 12.5 65.6 46.9 6.3 6.3 9.4
Communication/Information/Software 19 57.9 36.8 5.3 47.4 47.4 10.5 10.5 15.8
Professional Services 48 47.9 354 16.7 66.7 33.3 22.9 8.3 12.5

Note: (1) n is the number of firms that export directly by themselves or indirectly through other firms and responded to the
"Export Outlook™" question, excluding firms with n = less than 10. (2) Shading indicates 50% or more.
s

Copyright © 2024 JETRO. All rights reserved. | 14



II-1 Trade

3 | US exceed China as the top priority in export

m Over 20% of respondents selected the U.S. as the most important export destination (top priority),
indicating the US exceed China for the first time since 2016.

m Over 40% shifted from China to other markets like the U.S., India, and Taiwan. This shift is typical in the

food and beverage, trading and wholesale, and machinery industries.

R _ _ Shift in top priority (consecutive respondents)
Top priority in export (top 6, time series) (2022 [China] — 2023 [main answers])

0,
(%) Note: Excluding firms

that did not respond in

30
2023 survey
N 56. 8%
30.2%
Us, 20.9
20 13. 1%
China, 18.4
15
[Major breakdown,
No. of firms]
10 Vietnam, 7.7 India:13, Taiwan:10
Taiwan, 7.1 HK China:8, Vietnam:8
5 — \<7“ nd&51 Main industries (2022 [China] — 2023 [Others])
—o\_ Thailand, 5.6 .
—— Industry N 2023 top priority / N
0 Food & Beverage 26 US:11, Taiwan:3
2016 2018 2020 2021 2022 2023 Trading/Wholesale 20 India:4, Taiwan/Thailand:3
(n:2,133) (n:2,279) (n:1,820) (n=1,297) (n:1,769) (n:2,179) General Machlnery/
— . : 15 India:5, etc.
Note: This survey were not surveyed in 2017 and 2019. Electro Machinery

Excluding EU. Excluding firms that did not respond. Copyright © 2024 JETRO. All rights reserved. | 15




II-1 Trade

4 | Attention on India and Taiwan for diversification

m India and Taiwan increased their ratio as the top priority in export, over consecutive 3 years.

m Besides increased market demands, Respondents expressed their motivation to diversify export as
they expand sales channels. (Taiwan in consumer-driven sectors like food and beverage / India in
manufacturing-related industries.

(%)
Lo 6.1
4.6 4.8
: 2.7 3.1
Ratio as / ."//‘
top priority
2021 2022 2023 2021 2022 2023
(n=1,242)  (n=1,769) (n=2,179) (n=1,242) (n=1,769) (n=2,179)
opz | nesetcenee N o e eccecdcenend et Y -
Reasons q inquiries in markets
*Multiple Diversification of sales - 0 _ Diversification of sales . 0 _
response destinations 20.0% (n=155) destinations 18.2% (n=132)
Food & Trading Medical products&cos_metics/ Trading/ General 176 & Sec NG T el
Main Beverage _ /Wholesale Other manufacturing Wholesale Machinery Metals/Metal Products
Industries 49firms | 34 firms i 27 22 fi 13 fi
10 firms each (6.5%) Irms iIrms Irms

(31.6%) (21.9%) (20.5%) (16.7%) (9.8%)

<> We expect increased demand as material
makers develop new cluster (Construction)

Comments - <{>0ur local production base enables us to
gather information like supply chain (Metal
Products).

<> We expand investments for sales.
(Trading /Wholesale)
- <{>Population and markets are attractive despite
tough regulations. (Food & Beverage)

Copyright © 2024 JETRO. All rights reserved. | 16




II-1 Trade

5 | Demand in markets as the most decisive reason

m Over 80% of respondents selected “Demand in markets” for a reason when they consider a top priority
In export destination, followed by “diversify in sales” (19.6%).

Reasons for top priority in export destination By industry (Multiple responses, %)
Increased | .. S
% Diversificati JP Gov Import
( ) N B on of sales Eased export support in

o lati -
g destinations| "*9"#"°" support | destination

86.3 inquiries
Increased demand and Overall 2,179 86.3 19.6 4.2 3.4 1.9
inquiries in markets 85.7 Manufacturing 1,462 87.4 17.9 3.4 3.4 1.7
: Food & Beverage 436 87.2 20.9 6.2 6.9 2.8
Textiles/Clothing 72 80.6 19.4 0.0 4.2 2.8
. e 19.6 Wood & Wood 52
Diversification of sales Products/Furniture & Building 88.5 13.5 1.9 1.9 1.9
S 21.0 .
destinations Materials/Pulp & Paper
19.3 Chemical 71 93.0 21.1 0.0 0.0 0.0
Medical Products & Cosmetics 56 89.3 12.5 8.9 1.8 1.8
o 4.2 i 72
Eased regulation in F Petrolgum, Pla§t|c & Rubber 86.1 22.2 0.0 2.8 0.0
destination 14 Ceramics & Soil & Stone 18 88.9 22.2 0.0 0.0 5.6
4.6 Iron & Steel/Nonferrous 153
Metals/Metal Products 85.6 15.0 26 0.7 0.0
General Machinery 144 90.3 13.9 3.5 1.4 1.4
r 3.4 = Overall Electrical Machinery 89 86.5 19.1 34 4.5 2.2
JP Gov export support 1.4 (n=2,179) :;I‘es?ctggment/Electromc Parts & 43 83.7 20.9 23 23 47
3.6
ettt peuimiolizr 60 86.7 117 0.0 17 17
transportation machinery
destination incl. securing 2.1 (n=286) Other Manufas:tunng 131 87.0 17.6 15 15 0.8
critical materials 18 Non-mfanufacturlng 717 84.0 22.9 5.9 3.2 2.2
' Trading/Wholesale 525 85.3 23.0 4.6 3.0 2.1
Retail 53 79.2 26.4 9.4 0.0 0.0
6.3 SMEs Construction 26 88.5 7.7 7.7 0.0 3.8
Others 70 (n=1,893) 'éransport_atio_n = e 18 88.9 11.1 5.6 0.0 0.0
6.2 W::gmumcanon nformation/So 31 903 323 129 97 6.5
Professional Services 18 61.1 22.2 5.6 11.1 0.0
Other non-manufacturing 45 73.3 24.4 11.1 4.4 4.4

Notes: 1) "n" represents the number of respondents who selected their top priority in export destination in this survey.

2) The table on the right excludes sectors with less than 10 respondents.
s

Copyright © 2024 JETRO. All rights reserved. | 17



I -2 Electronic Commerce (EC)

~1 out of 4 has established a specialized unit.
Half focuses on human resource development~



Il -2 Electronic Commerce (EC)

1 | Firms with EC experiences reached half

m The ratio of firms that have used EC home or abroad is 49.0% (including opening stores and
selling through third party). 44.6% answered that they would expand their EC. Both of these
figures show an upward trend, compared from the previous survey.

m SMEs showed higher engagements both in experience and willingness to use EC.

EC usage (overall, by year) EC usage (2023, by firm size)
— o i i %
crperenced using EC oo 9 ETTRIST 57, ;
e — ) .
| — e e L
Planning to expand EC usage | EC usage 45.7

FY2016 (n=2,995)

_ To further expand
310 "FY2018 (n=3,385) EC usage N s

To further expand EC usage

To maintain the status quo To maintain the
— 164 FY2021 (n=1,745) status quo %8_'2
To reduce EC usage ; 16 ®FY2022 (n=3,118) To reduce EC ' %8
' ®mFY2023 (n=3,196) usage :
Considering EC usage .
[ Considering EC 11.8
126 6o EC. p__11.8
e L S — Not considering EC 33.9
_ 29.7 usage 28.9 '
Not currently using EC E . Not currently using )
. 7
- EC ‘ 4.2 m Large firms (n=484)
No response
= 3.7 ® SMEs (n=2,712)

. No response r3 8-4
Notes: 1) “n” is the total number of responses. .

2) “Expanding use” is sum of "planning to further expand" among those using EC and "considering future use" among those who are not using EC.
Copyright © 2024 JETRO. All rights reserved 19




Il -2 Electronic Commerce (EC)

. Usage rate exceeds 70% for textiles/apparel, medical
products, cosmetics, etc.

m EC usage ratios were high in “textiles/clothing” and “medical products & cosmetics” at over
70% and “food & beverage”, “retail,” and “ICT equipment/electronic parts & devices”.

EC use (by industry)

(%)
Experience of EC usage Never used,| Never used | Have used,
and not but not No
Overall Expand Maintain Reduce |considering| considering | currently | response
Overall 3,196 49.0 31.0 16.4 1.6 13.6 29.7 4.0 3.7
Manufacturing 1,834 53.2 35.1 17.0 1.1 13.5 27.4 3.1 2.9
Food & Beverage 521 67.6 48.6 18.2 0.8 11.7 14.0 3.8 2.9
Textiles/Clothing 103 73.8 56.3 14.6 2.9 7.8 14.6 1.0 2.9
Wood.& Wood Products/Furniture & Building 71 535 206 23.9 00 141 225 56 42
Materials/Pulp & Paper
Chemical 81 45.7 28.4 14.8 2.5 16.0 35.8 1.2 1.2
Medical Products & Cosmetics 66 72.7 54.5 18.2 0.0 3.0 22.7 0.0 15
Petroleum, Plastic & Rubber 88 54.5 34.1 20.5 0.0 15.9 26.1 34 0.0
Ceramics & Soil & Stone 28 46.4 39.3 7.1 0.0 14.3 35.7 3.6 0.0
Iron & Steel/Nonferrous Metals/Metal Products 206 44.2 27.2 155 15 194 34.5 1.0 1.0
General Machinery 161 30.4 14.3 14.3 1.9 13.0 49.7 2.5 4.3
Electrical Machinery 113 41.6 23.0 16.8 1.8 20.4 34.5 1.8 1.8
IT equipment/Electronic Parts & Devices 53 56.6 28.3 24.5 3.8 9.4 26.4 5.7 1.9
Cars/car parts/other transportation machinery 85 25.9 14.1 10.6 1.2 12.9 49.4 3.5 8.2
Precision Equipment 74 37.8 21.6 16.2 0.0 16.2 39.2 4.1 2.7
Other Manufacturing 184 52.2 34.2 17.4 0.5 125 25.5 4.9 4.9
Non-manufacturing 1,362 43.5 25.6 15.6 2.2 13.7 32.7 5.3 4.8
Trading/Wholesale 721 51.9 29.3 19.8 2.8 13.9 25.1 5.8 3.3
Retail 110 61.8 41.8 16.4 3.6 16.4 11.8 5.5 4.5
Construction 95 22.1 10.5 8.4 3.2 18.9 54.7 0.0 4.2
Transport 71 16.9 14.1 2.8 0.0 16.9 62.0 2.8 14
Finance and Insurance 55 7.3 7.3 0.0 0.0 7.3 61.8 7.3 16.4
Communication/Information/Software 84 45.2 32.1 13.1 0.0 10.7 32.1 7.1 4.8
Professional Services 68 20.6 14.7 5.9 0.0 10.3 51.5 8.8 8.8
Other non-manufacturing 158 38.6 19.6 17.1 1.9 12.0 38.0 3.8 7.6

Notes: (1) n is the number of respondents. (2) Highlights indicates the sector that have used EC at the ratio of over 50%. Red indicates 70% or more, COPY19nt© 2024 JETRO. Allrights reserved 20



Il -2 Electronic Commerce (EC)

3 | Over 50% are using or considering EC abroad

m Of those who use or are considering using EC, 53.6% showed their usage intention for

international sales. Cross-border EC (CBEC) collected the largest responses at 36.8%.

m Large firms are more likely to sell through overseas locations, while SMEs relatively prefer CBEC.

EC usage (time series)

(Multiple responses. %)

|
Japanese Domestic sales
.
74.0
|
International sales
e 53.6
International sales from Japan Fe———
(CBEC) L
36.8
. I
Sales at overseas locations
17.8
Sales to overseas through
agencies
J —143
||
No response
126
FY2016 (n=1,404) mFY2018 (n=1,527)
FY2020 (n=1,459) FY2021 (n=1,065)
mFY2022 (n=1,659) mFY2023 (n=2,001)

EC usage (FY2023, by firm size)

(Multiple responses, %)

sales 73.4
. 50.7
International sales _ 541
International sales mS
from Japan (CBEC) 38.3
Sales at overseas 30.4
locations 15.8
International sales 12.3
through agencies 14.7
29 m Large firms (n=276)

No response 57
: ®m SMEs (n=1,725)

Notes: 1) "n" indicates firms that have used EC (excluding firms that are not currently using it) or are considering using it. 2) For overseas sales,
firms selected either "sales from Japan to overseas (cross-border EC)," "sales at overseas bases," or "sales to overseas through agencies, etc.".

Overseas sales through agencies will be newly established in FY2020.

Copyright © 2024 JETRO. All rights reserved.

21



Il -2 Electronic Commerce (EC)

4 ' 90% of EC sales were "flat" or "increased"

m About half (47.6%) of respondents expect their international EC sales remain the same in FY2023.

m 41.3% of respondents forecast increases of their EC sales. 56.4% of medical product and cosmetics
firms responded “increase.” Food and beverage, with a high composition rate of the total respondents,
marked a higher percentage of “increase” than the overall average.

International EC sales forecast (FY2023, value-basis,terms, YOY) By industries

(manufacturing with increases in international EC sales)
(%)

Medical Products & Cosmetics(n=39) 56.4 15.4
Decrease
11.1% Food & Beverage(n=164) | EECIINNNASINN110
Iron & Steel/Nonferrous Metals/Metal _
Products(n=46) e e
Petroleum, Plastic & Rubber(n=26 42.3 i
Increase (n=26)
41.3% chemicain=17) | EIERNS2GNNS o
Electrical Machinery(n=25) .0
General Machinery(n=25) _ 16.0
Textiles/clothing(n=45) 40.0 7
Precision Equipment(n=16) | EUEHIN625IIING o

Wood & Wood Products/Furniture &
Building Materials/Pulp & Paper(n=19)

w
(o]
oo
Iy
o
(ee]

H [ncrease = Retain Decrease

Note: Only industries with n=16 or more. Excluding “Other manufacturing”.

Note: n is the number of respondents that have used EC (excluding non-responses). Copyright © 2024 JETRO. Al rights reserved. 22




Il -2 Electronic Commerce (EC)

5 1in 4 have specialized units. Apparel lead in
development

m Onein four firms (25.3%) have established a department specialized for EC.

m Nearly half engaged in human resource development, led by textiles/clothing industry. Some firms have
taken immediate and effective measures such as mid-career hiring, utilizing outside personnel, and
outsourcing.

Establishment of a special unit for EC Human Resource Development for EC
Total Total (%)
(%) Provide training for employee NN 417.8
Currently no efforts I 34.6
Mid-career hiring NN 15.7
Utilizing outside personnel (contract worker) [l 10.0
Outsourcing N 7.5

Others W 2.4

No response 1.6
No Sectors with the highest response for “provide training for employee*

(Manufacturing)

Textiles/clothing(n=46)
Wood & Wood Products/Furniture & Building

By Size (%) Materials/Pulp & Paper (n=19) A
0 50 100 )
(Non-manufacturing)
Large firms (n=109) 35.8 61.5 2.8
g Communication/Information/Software(n=18)
SMEs (n=692) [k 744 19 Retail(n=37)
mYes No No response Note: Only industries with n=10 or more. Excluding "Other manufacturing/non-manufacturing".

Note: n is the number of firms that have used EC. Copyright © 2024 JETRO. All rights reserved 23




II-3® Overseas Expansion

~Willingness to expand overseas business increased from the previous year~

Copyright © 2024 JETRO. All rights reserved 24



Il -3 Overseas Expansion

1 Slightly improved willingness to expand overseas
business

m  Regarding their overseas expansion policy over the next three years or so, 47.4% of firms that already have overseas
offices said they will "further expand," a slight uptick from the previous year (43.5%).

m  Among firms without overseas offices, the percentage of firms that "want new overseas offices" remained unchanged at
about 40%. Small and medium-sized firms are more cautious.

Future Overseas Expansion Policy

firms that already have overseas offices firms without overseas offices
All firms (%) All firms (%)
FY2019 FY2019
(n=1,524) 1.729 1835 47.1 40.9 11.9

Frz0zo 53.3 G514 7% I R 0.2

s 54.4 s2os 146

e 435 5221 7% IR ¢

o 56 13 (7% 131
Large firms Large firms

a0z 48.4 825 oop NEI NN 2.0

Fzoes 50.4 560, 2 14.1
SMEs SMEs

povl L5 5610 (72 ISR .o

FY2023 45.9 5409 (1o 13.0

(n=775)

m Further expansion Maintain status quo

_ _ ®m New expansion = No overseas expansion Other
Downsize/withdrawl Other

Note: The value of “n” does not include firms who selected “No Response.” Copyright © 2024 JETRO. All rights reserved. 25




Il -3 Overseas Expansion

2 | Future overseas expansion policy (by industry)

m Of the firms with overseas offices, majority of respondents from 11 sectors, including retail, chemicals, wood/wood
products/furniture/building materials/paper pulp, plan to expand their overseas operations. Of these, 5 sector
(food & beverage, chemicals, electrical machinery, communication/information/software, and other non-manufacturing)
continued to become the majority of respondents, as in the previous year.

Future Overseas Expansion Policy (by industry)

Firms that already have overseas offices %) Firms without overseas offices (%)
m Manufacturing(n=678) 5.8 ® Manufacturing(n=1,017) [IETZCTINNEN- VN 12.3
Food & Beverage(n=00) 33 Food & Beverage(n=404) IECY A IMNT-X I 1 0. |
Textiles & Fabrics/Apparel(n=28) 3.6 Textiles & Fabrics/Apparel(n=65) [IZZEN YN 13.8
Wood/Furniture & Building Materials, etc*(n=18) 56 Wood/Furniture & Building Materials, etc*(n=43) [EVAZN G211 .6
Chemical(n=44) 2.3 Chemical(n=31) INNGY Y NS . 2
Medical Products & Cosmetics(n=20) 5.0 Medical Products & Cosmetics(n=38) Y. 13.2
Petroleum, Plastic & Rubber(n=44) 0.0 Petroleum, Plastic & Rubber(n=35) IO s . 7
Ceramics, Soil & Stone(n=13) 0.0 Ceramics, Soil & Stone(n=12) [ECWANEGEEEE 250
Iron & Steel/Nonferrous Metals/Metal Products(n=98) 12.2! Iron & Steel/Nonferrous Metals/Metal Products(n=92) 15.2
General Machinery(n=84) [IIIIECICIEEEE 4.8 General Machinery(n=66) 16.7
Electrical Machinery(n=54) I 11.1 Electrical Machinery(n=51) [ S22 <N 15.7
IT equipment/Electronic Parts & Devices(n=18) 16.7 IT equipment/Electronic Parts & Devices(n=31) 16.1
Cars/car parts/other transportation machinery(n=63) [ IINIGIGININEY N 7.9 Cars/car parts/other transportation machinery(n=15) [IIIEEIEIINE. WA 200
Precision Equipment(n=34) GG 0.0 Precision Equipment(n=35) [IIlIZEI Y I 229
Other Manufacturing(n=70) 29 Other Manufacturing(n=99) N Y N1 0.1
m Non-manufacturing(n=474) 51 m Non-manufacturing(n=717) [IIIEECIEINY W N 14.2
Trading/Wholesale(n=244) 5.3 Trading/Wholesale(n=432) TN N - 1 1.6
Retail(n=21) 0.0 Retail(n=72) IV - 12.5
Construction(n=42) 9.5 Construction(n=32) NN W 12 .5
Transport(n=40) INE-YA- N 25 Transport(n=18) PV OEN 22.2
Finance/Insurance(n=22) 0.0 Finance/Insurance(n=16) [N 12 .5
Communication/Information/Software(n=26) [INNGIGININGNE-LX: NG 3.8 Communication/Information/Software(n=40) 225
Professional Services(n=23) 0.0 Professional Services(n=32) NN S 250
Other Non-manufacturing(n=56) 8.9 Other Non-manufacturing(n=75) [IEYV/ENEY S 213
m Further expansion Maintain status quo Downsize/withdrawl Other = New expansion = No overseas expansion Other

Notes: 1)The value of “n” does not include firms who selected “No Response.” 2)* : Wood & Woods Products/Furniture & Building Materials/Pulp & Paper
3) Shading indicates sectors in which 50% or more of the respondents selected “Further expansion”. Copyright © 2024 JETRO. All rights reserved. 26



Il -3 Overseas Expansion

3 U.S. tops the list of future business expansion
destinations, followed by Vietham

m The U.S. (28.1%) had the highest percentage of respondents planning to expand their overseas business,
followed by Vietnam and China. Among large firms, India (29.5%) ranked first, surpassing Vietham (28.6%) and the U.S.
(25.7%). Overall, India rose to 6th place from 7th the previous year.

Countries/Regions for Overseas Expansion (Top 10) Countries/Regions for Overseas Expansion (11t and below)
(Multiple responses, %) (Multiple responses, %)
Previous rank 9 2|0 4IO All firms | Large firms | SMEs
28.1 (n=1,180) (n=210) (n=970)
us (1) ' —
11 : Philippines 5.3 8.1 4.6
Vietham (2) Vo 12 South Korea 5.2 4.3 5.4
13 Hong Kong 4.9 1.9 5.6
China (3) 14 Other Asia & Oceania* 4.8 6.7 4.4
I : .
EU (@) B 15 Middle East 4.7 3.8 4.9
16 Africa* 3.6 5.2 3.2
Thailand (5) 17 United Kingdom 3.4 1.0 3.9
_ 18 Mexico 2.9 4.8 2.6
India (7) - 19 Other Europe* 14 19 13
_ (excl. Russia and CIS) ' ' '
Indonesia (6) .
— 20 Other Americas* 1.1 1.4 1.0
Taiwan (8) 21 Russia and CIS 0.7 0.5 0.7
mAll firms (n=1,180) >
Singapore (9) 9.7 Top 5 Destinations (Free answer in each region. by ratio of total)
¥ Large firms (n=210)
) 6 (1) United Arab Emirates (3.3%), (2) Australia (2.6%), (3) Saudi Arabia
Malaysia (10) SMEs (n=970) (2.4%), (4) Brazil (0.9%), (5) Canada/Cambodia/Bangladesh (0.8% each)

Notes: 1) n is the number of firms that responded either “have existing base overseas and plan to expand further,” “do not have existing base overseas but want to expand overseas,” for
selecting up to three locations for business expansion. 2) The percentage for each country/region is the ratio of the number of firms that responded to the question together with the reason

for selecting the locations. The figures in parentheses indicate the rank of previous year.

3) EU is an EU-wide option only, and individual member states cannot be selected. Copyright © 2024 JETRO. All rights reserved 27



A The highest motivation for expansion in India

In cars, parts, etc.

m By industry, the highest motivation for expansion in India is in electrical machinery, cars/car parts/other transportation
equipment, and construction.

m  The motivation for expansion in the U.S. is greatest in many of the manufacturing industries, including general machinery
and food and beverage.

Overseas Business Expansion Locations (Top 10 Countries/Regions, by Industry)

(Multiple responses, %)

| Noof
| fims
Total 1,180 28.1 24.9 22.6 18.6 17.5 16.2 13.9 13.6 9.7 7.6
Manufacturing 698 33.7 235 24.1 21.1 17.2 17.2 13.8 13.9 9.5 7.2
Food & Beverage 174 42.5 16.7 23.6 20.7 18.4 6.9 13.2 20.1 17.8 10.3
Textiles & Fabrics/Apparel 42 26.2 16.7 19.0 35.7 2.4 9.5 7.1 11.9 9.5 0.0
‘,\’Avgt‘;‘r’ijs‘fl’)%‘l’s grgg;g:s/ Fumiture & Building g 345 20.7 31.0 20.7 17.2 20.7 17.2 24.1 3.4 6.9
Chemical 42 38.1 28.6 35.7 16.7 21.4 31.0 9.5 9.5 2.4 4.8
Medical Products & Cosmetics 32 125 21.9 25.0 15.6 25.0 125 18.8 25.0 15.6 9.4
Petroleum, Plastic & Rubber 35 34.3 28.6 28.6 25.7 11.4 2.9 20.0 8.6 2.9 8.6
iron & SteciiNonferrous Metals/Meta 79 26.6 35.4 19.0 22.8 19.0 16.5 11.4 10.1 3.8 6.3
General Machinery 56 42.9 26.8 21.4 26.8 23.2 25.0 17.9 7.1 1.8 3.6
Electrical Machinery 50 26.0 26.0 26.0 10.0 20.0 32.0 12.0 12.0 12.0 10.0
IT equipment/Electronic Parts & Devices 20 40.0 25.0 35.0 20.0 10.0 25.0 5.0 10.0 0.0 5.0
Cars/car parts/other transportation machinery 32 21.9 18.8 9.4 9.4 25.0 34.4 21.9 3.1 6.3 6.3
Precision Equipment 26 26.9 23.1 34.6 26.9 7.7 26.9 7.7 19.2 7.7 3.8
Other Manufacturing 72 33.3 26.4 23.6 22.2 13.9 16.7 13.9 12.5 11.1 5.6
Non-manufacturing 482 20.1 27.0 20.5 15.1 18.0 14.7 14.1 13.3 10.2 8.3
Trading/Wholesale 275 21.8 28.0 22.2 17.8 17.1 16.4 13.8 15.3 9.8 7.6
Retail 47 23.4 14.9 23.4 10.6 21.3 2.1 10.6 12.8 12.8 8.5
Construction 27 3.7 18.5 14.8 0.0 18.5 25.9 11.1 7.4 7.4 7.4
Transport 26 11.5 30.8 19.2 154 7.7 19.2 26.9 7.7 7.7 115
Communication/Information/Software 32 25.0 37.5 25.0 15.6 25.0 12.5 21.9 15.6 9.4 9.4
Other non-manufacturing 54 20.4 29.6 14.8 14.8 13.0 9.3 9.3 111 111 7.4

Notes: 1) n by industry refers to the number of firms that responded either “have existing base overseas and plan to expand further,” “do not have existing base overseas but want to expand
overseas,” for selecting up to three locations for business expansion, excluding those with less than 20 firms. n by each country/region refers to the number of firms that responded to the

reason for selecting the locations. 2) The percentage of the total number of respondents for each sector.
3) The shading indicates the highest percentage in each industry.

Copyright © 2024 JETRO. All rights reserved 28



Il -3 Overseas Expansion

5 | Market size and growth potential are the most important reasons

m The largest reason given by 81.8% of respondents for selecting a future business expansion location was
“market size and growth potential," as in the previous year. Large firms placed greater emphasis on "market size
and growth potential” than in the previous year, followed by those that "already have their own offices" (58.6%) and
"based on the firm's overseas strategy"” (39.5%).

Reasons for Selecting Business Expansion location
(by firm size)
. (Multiple responses, %) (Both top and bottom)
9 0 100
(Multiple responses, %) . . 0 50 100

50
: : 83.1 ' ' —
— e 30
(@Concentration of customer/client firms 3:?5663 @ m 38.6

. @ O
Already have their own offices / >8.6
33.0 O e 30 5 = FY2022
4

Reasons for Selecting Business Expansion location

Large firms

@Based on the firm's overseas strategy 223429 ® “ 21.9 (n=199)

J.0 mFY2023
®stable political and social conditions 2025 6 © m~!4-8 (n=210)
@ [ — 21.0
®Fewer language and [2222%)
communication barriers 0 50 100
@Low labor costs, abundant labor force %27 @ ﬂSO.Z
®Concentration of related industries FEH4 @ m34_2

(easy local procurement) 14.5 o m SMEs
®@Improved infrastructure (power, 154 mFY2022 O 274
transportation, telecommunications, etc.) 8.8 (n=1,230) @ “ 21.8 ®FY2022
@Others l4-6 ® m&)l (n=1,031)
6.9 mFY2023 ® m.
@Tax advantages 80 (n=1,180) - 182 | FY2023
(corporate tax, tariffs, etc.) |l 4.4 @ “4!_4_0 (n=970)

”

Notes: n is the number of firms that responded either “have existing base overseas and plan to expand further,” “do not have existing base overseas
but want to expand overseas,” for selecting up to three locations for business expansion. Copyright © 2024 JETRO. All rights reserved. 29




Il -3 Overseas Expansion

6 Over 90% of firms expect market size and growth
potential of India

m “Market size and growth potential” were the most important reasons for selecting the top 10 countries/regions for
business expansion. Over 90% of firms expect market size and growth potential of India.

m In Vietnam and China, "already have their own offices" followed. In Vietnam, "low labor costs, abundant labor force"
(27.6%) were also major reasons.

Reasons for Selecting a Business Expansion Location (Top 10 Countries/Regions)

(Multiple responses, %)

Vietnam China Thailand India Indonesia Taiwan Singapore | Malaysia
(n-332) (n=294) (n—267) (n= 220) (n=207) (n=191) (n=164) (n=161) (n—115) (n 0))

@‘861'@)576.9'@'813'@_755'@566.2§®§93.7§®§82.9§® 66.5'@)5591;@5667
@ 304 ® 316 @ 386 @ 286 @ 338 @ 257 @ 250 @ 292 © 322 @ 289
® 238 @ 2716 @ 270 ® 186 @ 319 (® 257 (@ 195 @ 155 @ 200 @ & 256
® 193 @ 228 @ 240 @ 155 @ 232 @ 199 @ 183 ® 149 @ 148 @3 200
® 190 @ 201 ® 139 ® 141 ® 155 @ 194 @ 146 ® 137 ® 148 & 189
@ 163 ® 160 ® 94 @ 136 ® 126 ® 94 ® 67 @ 124 @ 130 ©® 144
® 78 ® 122 ® 64 ® 68 @ 92 ® 79 ® 61 87 ® 122 ® @ 144
® 69 ® 58 ® 52 ® 59 ® 82 ® 31 ® 30 ® 75 ® 113 @ @ 67
® 21 ® 48 ® 19 ® 45 ® 58 ® 26 ©® 30 ® 43 @ 87 ©® & 56
@ 12 ® 48 ® 19 @ 18 ® 39 ® 26 ® 30 @ 12 ® 43 @ 44
@ 03 @ 27 @ 19 @ 05 @ 34 ® 05 @ 24 @ 06 @ 09 @® @ 44

_____________________________________________________________________________________________________________________________________________________________________

i @Market size and growth potential @Concentration of customer/client firms @®Already have their own offices @Based on the firm's overseas strategy ®Stable |
1

i political and social conditions ®Fewer language and communication barriers @Low labor costs, abundant labor force ®Concentration of related industries(easy !
. . . . . 1

i local procurement) @Improved infrastructure (power, transportation, telecommunications, etc.) @Others @Tax advantages(corporate tax, tariffs, etc.) !
Notes: 1) n is the number of firms that responded either “have existing base overseas and plan to expand further,” “do not have existing base overseas but want to expand overseas,” for

selecting up to three locations for business expansion, with the reason for selecting. 2)The percentage of firms that responded for each country/region. 3)Bolded figures indicate more

9 i 0
than 20%, and red figures more than 80%. Copyright © 2024 JETRO. All rights reserved 30



Il -3 Overseas Expansion

7 Reasons for choosing a business expansion
destination (by industry)

m The response ratio for “market size and growth potential” was generally high in manufacturing sector, and exceeded
90% in the IT equipment/Electronic Parts & Devices, precision equipment, and food and beverage. In Communications/
Information/Software sector, over 40% of firms focused on "low labor costs and abundant labor force ".

Reasons for choosing a business expansion destination (by industry)
(Multiple responses, %)

Concent- Low labor | Concent-

Market size . Already . " language & } Improved
N.O' € and growth ) Gl have their . communi- costs, M) @l infra- LcH:
firms . customer/ ’ overseas social . abundant related advantage
potential . ) own offices " cation . ) structure
client firms strategy | conditions barriers labor force | industries
Total 1,180 81.8 35.0 33.0 24.9 20.4 17.6 15.3 14.5 8.8 4.4
Manufacturing 698 84.8 36.5 35.1 25.4 22.2 17.2 14.6 14.2 8.9 3.6
Food & Beverage 174 90.2 34.5 19.5 24.1 18.4 16.7 5.2 8.6 9.2 4.0
Textiles & Fabrics/Apparel 42 71.4 26.2 11.9 16.7 21.4 11.9 7.1 7.1 2.4 2.4
Wood & Wood Products/Furniture & Buildin
Materials/Pulp & Paper 9 29 82.8 34.5 41.4 31.0 27.6 13.8 31.0 3.4 3.4 3.4
Chemical 42 88.1 47.6 40.5 38.1 35.7 21.4 23.8 26.2 19.0 7.1
Medical Products & Cosmetics 32 81.3 25.0 34.4 25.0 31.3 25.0 12.5 12.5 9.4 9.4
Petroleum, Plastic & Rubber 35 80.0 40.0 51.4 31.4 17.1 8.6 25.7 17.1 8.6 0.0
Iron & Steel/Nonferrous Metals/Metal Products 79 78.5 39.2 46.8 24.1 27.8 15.2 17.7 22.8 5.1 3.8
General Machinery 56 85.7 35.7 44.6 25.0 30.4 21.4 12.5 14.3 12.5 0.0
Electrical Machinery 50 88.0 28.0 34.0 26.0 18.0 20.0 22.0 18.0 14.0 4.0
IT equipment/Electronic Parts & Devices 20 100.0 55.0 25.0 20.0 25.0 10.0 5.0 15.0 5.0 5.0
Cars/car parts/other transportation machinery 32 84.4 53.1 65.6 28.1 18.8 21.9 34.4 25.0 9.4 6.3
Precision Equipment 26 92.3 42.3 30.8 19.2 154 11.5 7.7 11.5 3.8 3.8
Other Manufacturing 72 79.2 31.9 38.9 26.4 15.3 18.1 15.3 12.5 6.9 1.4
Non-manufacturing 482 77.4 32.8 29.9 24.3 17.8 18.3 16.2 14.9 8.7 5.6
Trading/Wholesale 275 77.8 36.0 27.6 24.7 17.8 17.5 13.1 17.5 6.9 6.2
Retail 47 72.3 14.9 29.8 17.0 12.8 19.1 14.9 8.5 6.4 6.4
Construction 27 70.4 37.0 33.3 25.9 37.0 18.5 29.6 29.6 22.2 7.4
Transport 26 76.9 50.0 46.2 34.6 154 154 11.5 7.7 7.7 0.0
Communication/Information/Software 32 84.4 28.1 37.5 15.6 18.8 37.5 40.6 6.3 12.5 6.3
Other Non-manufacturing 54 77.8 24.1 25.9 20.4 16.7 16.7 18.5 11.1 9.3 5.6

Notes: 1) n is the number of firms that responded either “have existing base overseas and plan to expand further,” “do not have existing base overseas but want to expand overseas,” for

selecting up to three locations for business expansion, with the reason for selecting, excluding those with less than 20 firms. . 2) The percentage of the total number of respondents for

each sector. The "other" and "no response" categories are excluded. 3)Bolded figures indicate more than 80%. Shading in dark: 50% or more, Copyright © 2024 JETRO. All rights reserved 31

light: 50-25% or more, unshaded: less than 10%.
S



II -@ Policies for doing business with China

~Willingness to expand business with China is lowest in 10 years~

Copyright © 2024 JETRO. All rights reserved



Il -4 Policy on Business with China

Policies for future business development in
China are largely divided.

m 61.5% of firms have some kind of business with China, such as import/export, investment, or technical cooperation.
About 40% (38.2%) of large firms have already expanded into China. On the other hand, only 8.2% of small and SMEs have

already established a presence in China.

m More than 50% of firms currently export to China, invest in China, or have business or technical tie-ups with China

indicate that they intend to_expand their current China business. 60% of firms with no existing business with China intend

not to expand their business in the future.

Status of Existing China Business (Overall)

39.0
Export to China 49.3
37.2
35.9
Import from China 45.6
34.1

Investment

Business and technical tie-ups
with Chinese companies 78

No Business with China m

41.2

Others

0 10 20 30 40 50
(%)

B Total(n=3136) mLarge Firms(n=471) SMEs(n=2665)

Note: Multiple responses are shown in the left chart except for "not implemented.
Non-responses are excluded from the total (both left and right figures).

Future business development policy in China

.9
Export to China 40.8 29.3 8.3T10.4
Import from China 29.3 35.8 11.5T12.7 ‘
1
Investment 38.4 35.0 6.955.4
Business and technical tie-ups
with Chinese companies A3 =50 7']'Zlog'l
No Business with China | 38.0
0 20 40 60 80 100
(%)

m Expand existing business and consider new business
m Consider expansion or start new business while slowing down the scale/pace
Maintain existing business scale
Scale down the China business & consider diversifying to other countries, incl. Japan
m Exit the China business & consider diversifying to other countries, incl. Japan
Not sure yet
# Will not start business with China

Copyright © 2024 JETRO. All rights reserved. 33



Il -4 Policy on Business with China

2 |Willingness to do business in China, lowest in 10 years

m The ratio of firms to expand existing business or consider new business in China is 33.9%. This is the smallest since
December 2013, when comparisons were possible under the same conditions, while the percentage of firms
maintaining the size of their existing business (27.2%) is the largest.

m Less than 10% of all firms are considering scaling back or withdrawing from China business. Only 1.3% are considering
withdrawal.

Policies for future business development in China (overall)

2013 Dec. g : B 11
(n=2676) 2| il

2014 Dec.
(n=2,249)
2015 Dec.
(n=2,312)
2016 Dec.
(n=2,301)
2017 Dec.
(n=2,521)
2020 Nov.
(n=2,068)
2023 Nov.
(n=2,393)

14 24.0

PR

20.2 . 11 26.1

26.5

30.1

;;;;;

D
7@1.3
0 10 20 30 40 50 60 70 80 90 100
® Expand existing business and consider new business (%)
 Consider expansion or start new business while slowing down the scale/pace
Maintain existing business scale
% Scale down the China business & consider diversifying to other locations, incl. Japan

m Exit the China business & consider diversifying to other countries, incl. Japan
Not sure yet

32.0

36.7

30.2

Notes: 1) The total (n) includes all responding firms (including those not conducting business in China at present), excluding "will not develop business in the future" and non-

responses. 2) This question was not asked in FY18, FY19, FY21, and FY22. ,‘
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Il -4 Policy on Business with China

3 Firms scaling back business with China, fearing
heightened geopolitical risks

m About 60% (58.4%) of the firms cited market size and growth as the reason for expanding or maintaining business in

China. About 50% of large firms cited that their business is already on track as a reason.

m On the other hand, "Increased geopolitical risk" was the highest reason for downsizing or withdrawing (56.0%)

among the reasons (207 valid responses).

Reasons for expanding or maintaining business
in China (multiple responses)

Expected business expansion due _ 58.4

to market size, growth potential

Business is already established and m

on track

Superiority in terms of production
and procurement costs

Responding to the market needs as
their income rises

Proximity to Japan, which allows for
close management oversight

Superiority in terms of procurement,
such as supporting industries

Well-developed infrastructure such
as logistics and electricity

Has not yet recouped investment
costs

Easy to recruit excellent human
resources

Others

(%)

' 9.3
‘7.0
. 5.2
I 3.2
L2.6

. 4.3

0

Increased geopolitical risk
Decrease in cost advantage

Impact of Chinese regulations

Impact of trade restrictions, including
export controls to China

Declining demand in local markets

Review of production, procurement,
sales, and other networks

Increased relative importance of
destinations outside of China

Intensifying competition

Increased risk of supply chain
disruptions such as transport

m Total(n=1,444)
m Large firms(n=280)

SMEs(n=1,164) Relationships with business partners

Low growth potential of local market

40 60 (%)

Reasons for scaling back or withdrawing from
China business (multiple responses)

.. -
i< 00 3
I 414
- 20.8

L

B 100

. -

e

- 135 m Total(n=207)

m L arge firms(n=29)

r 13.0
SMEs(n=178)
!
0 20 40 60

Note: "n" in the left chart indicates firms that responded "expand and consider new business" or "maintain existing business scale" in terms of their China
business development policy. n in the right chart indicates firms that responded, "Will consider downsizing the China business and tr@nslf hrpngﬁ E’Tﬁgoﬁhngﬁts,ese,ved 35
country," or "Will withdraw from the China business and consider developing business in another country. Both exclude non- responses




Ill. Review on Supply Chain

~Accelerating supply chain restructuring to cope with
cost surge, changing demands or geopolitical risks ~



Ill Review on Supply Chain

1 About 30% of firms reviewed the procurement
policies
m  About 70% of the respondents had reviewed some kind of sales strategy, procurement, or production since 2023.

m About 30% of firms responded that they had “review on procurement”. Among these, approximately 50% of the
respondents changed the number of suppliers in Japan and 40% of the respondents changed the number of suppliers

overseas.
Firms that had undertaken some kind of Firms that had changed the number of suppliers
strategy review since 2023 of major raw materials, parts or products

(including work in progress and

scheduled to begin within the next 12 months) 50 16 (%)

InJapan g = Increased

n=878

_ 44.1
Review of sales 427

strategy 48.4

= Decreased

Not changed

27.5
Review of 586 Not purchased in Japan
procurement 229
232 = Not sure
Review of 510 No response
production 185
176 Overseas
n=878 = [ncreased
Not reviewed = Decreased
- 34
rl 53_4 Not changed
No response gg Not purchased from overseas
6.6 = Not sure
(%) 0 20 40 60

No response
® Total (n=3,196)
® Exporting firms (n=1,487)
Firms with overseas bases (n=1,176)
|mp0rting firms (n:156) Copyright © 2024 JETRO. All rights reserved 37

Note: n represents 878 firms that responded "review on procurement”.




Ill Review on Supply Chain

’) Review of sales strategy/procurement/production
(by industry)

Review of sales strategy
(top 10 industries)

Review of procurement
(top 10 industries)

Review of production
(top 10 industries)

(%) (%) (%)
Total (n=3,196) 44.1 Total (n=3,196) Total (n=3,196) 20.4
Reatil (n=110) 55.5 Chemicals (n=81) - Prec's"()::‘;‘f“)“pme”t 40.5
Wood & wood
products/furniture & Ceramics/earth & Cars/car parts/other
building materials/paper & | 54.9 stone (n=28) transportation machinery 40.0
pulp (n=71) (n=85)
Cars/car parts/other : .
Food &_beverages 53.7 transportation machinery Electrlcalequment 33.6
(n=521) (n=85) (n=113)
IT equipment/electronic IT equipment/electronic Iron & steel/non-ferrous
quipmen - 50.9 quipmen — - metals/metal products 31.6
parts & devices (n=53) | parts & devices (n=53) (h=206)
Ceramics/earth & General machinery Petroleum
stone (n=28) 50.0 (n=161) - products/plastics/rubber 30.7
products (n=88)
Precision equipment 50.0 Electrical equipment Textiles/clothing 301
(n=74) ' (n=113) (n=103) :
Medical products & _ Iron & steel/non-ferrous - IT equi Vel .
) 48.5 quipment/electronic 28.3
cosmetics(n=66) metals/metal p(rrc])f;gés), . parts & devices (n=53) -
Trade & wholesale 46.5 Precision equipment Food & beverages 276
(n=721) ' (n=74) (n=521) :
General machine Petroleum _
(n=161) v 46.0 products/plastics/rubber | Chemicals (n=81) 24.7
products (n=88) Wood & wood
Iron & steel/non-ferrous Trade & wholesale products/furniture & 295
metals/metal products | 43.7 (n=721) building materials/paper & :
(n=206) pulp (n=71)
0 20 40 60 0 20 40 20 40 60

Note: Excluding other manufacturing and other non-manufacturing industries.
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Ill Review on Supply Chain

3 Firms increasing the number of suppliers in
Japan/overseas (by industry)

m By industry, medical products and cosmetics (61.1%) and Wood & wood products/furniture & building materials/paper
& pulp (60.0%) showed over 60% increase of the number of suppliers in Japan.

m  More than half of the firms that increased the number of suppliers in overseas were in IT equipment/electronic parts
& devices (55.0%) and Chemicals (53.1%).

Firms that increased the number of suppliers Firms that increased the number of suppliers
in Japan (Top 10 industries) in overseas (Top 10 industries)

() (%)

Total (n=878) Total (n=878)

IT equipment/electronic parts
& devices (n=20)

Medical products & cosmetics
(n=18)

Wood & wood  products/furniture &
building materials/paper & pulp (n=15)

o1

Chemicals(n=32)

N
=
\l

»

'

=

ol
»
(&)

Ceramics/earth & stone (n=11) Electrical equipment (n=39)
Petroleum products/plastics/rubber

Precision equipment (n=25) 48.0 products (n=28)

©

General machinery (n=56)

(o2}

& I
Ny N
~ S o o &
O BN 2R BN

General machinery (n=56)

(o]
©

d EHH B 5
A R a
@wm
~ Mo

Trade & wholesale (n=216) Trade & wholesale (n=216)

Iron & steel/non-ferrous
metals/metal products (n=70)
Medical products &
cosmetics (n=18)

Iron & steel/non-ferrous
metals/metal products (n=70)

()
90
o))

Food & beverages (n=118) 33.3

Retail (n=29) 1 Precision equipment (n=25)
Electrical equipment (n=39) 41.0 Retail (n=29) 31.0
0 20 40 60 80 0 20 40 60

Notes: 1) n represents 878 firms that responded “review of procurement. 2) Only for industries with n=10. Excluding other

. . - - C right © 2024 JETRO. All rights r rved
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Ill Review on Supply Chain

A Responding to cost increases was the main reason
for the increase in the number of suppliers

®  The most common reason for “increasing” the number of suppliers was “to cope with cost increase” in Japan or overseas.

m In particular, the percentage of responses for “to cope with cost increases" was higher in the manufacturing sector, at 71.6%
in Japan and 68.4% overseas, 16.9 points and 19.3 points higher respectively, than in the non-manufacturing sector.

Top 5 reasons for increasing the number of suppliers in Japan Cars/car parts/other transportation machinery (n=11) 81.8 (%)
n=366 Electric equipment (n=16) 81.3
To cope with cost increase _ 220 Iron & steel/non-ferrous metals/metal products (n=32) 78.1
Changes in demand for :
the products and services _ 34.7 Petroleum products/plastic/rubber products (n=10) 50.0
Minimize geopolitical risk - 27.6 Trade & wholesale (n=100) 46.0
Iron & steel/non-ferrous metals/metal products (n=32) 375
Demand from clients - 24.9
. . Cars/car parts/other transportation machinery (n=11) 63.6
Export control in the sourcing - 96
countries and regions ' Precision equipment (n=12) 58.3
(%) o 20 40 60 80 Chemicals (n=12) 36.4
Top 5 reasons for increasing the number of suppliers in overseas | Petroleum products/plastic/rubber products (n=11) 90.9
Cars/car parts/other transportation machinery (n=10) 90.0
n=303
To cope with cost increase _ 61.4 General machinery (n=22) 86.4
Changes in demand for _ 343 IT equipment/electronic parts & devices (n=11) 54.5
the products and services )
o N ] Electric equipment (n=17) 52.9
Minimize geopolitical risk _ 29.7
Trade & wholesale (n=84) 44.0
Demand from clients _ . . .
211 Cars/car parts/other transportation machinery (n=10) 60.0
Export control in the sourcing . _
countries and regions . 8.3 Chemicals (n=17) 47.1
(%) 0 20 40 60 80 Food and beverage (n=35) 34.3
Note: n in the right table is the top 3 industries for each item (n210 only). Excluding other manufacturing and other non-manufacturing industrigs, ” *2** /=110 Al rans reserved 40




Ill Review on Supply Chain

5 Over 50% of firms focus on China as a future
sourcing country

m 50.5% responded that “China” is the country that focus on/pay attention to as a future sourcing country. “Electric
equipment" had the highest at 82.4% (among industries with n=10 or more).

m In the non-manufacturing sector, Vietnam (38.2%) and India (22.7%) had higher than in the manufacturing sector.

Top 10 countries/regions of particular interest for procurement

60.0 Industries with the higher rate of firms responding “China”
' 50.5
| Electric equipment (n=17) 82.4%
50.0 Cars/car parts/other transportation machinery (n=10) 70.0%
Chemicals (n=17) 64.7%
40.0
30.0
30.0
19.8

8.6
- i I i i i
0.0

China Vietnam Taiwan India Thailand United Korea Indonesia Malaysia
States

®m Manufacturing (n=193) Non-manufacturing (n=110)  EAIl firms (n=303)

Notes: 1) n is the number of 303 firms that responded "increased" regarding the change in the number of business partners from overseas. 2) Only
those industries with n=10 answered "China" in a large proportion. Copyright © 2024 JETRO. All rights reserved 41




Ill Review on Supply Chain

n=3,196

Large
firms

Overall

SMEs

6

Sign of easing for negative impact on the
business performance by Yen’s depreciation

m Regarding the impact of the yen's depreciation on business performance in 2023, 43.4% of firms responded overall

“overall negative impact," down 3.6 points from the previous year (47.0%). The percentage of firms that responded,

“Positive and negative impacts are equal” increased by 3.8 points.By business status, the negative impact on decreased by
5.2 points, indicating a shift to a positive impact.

1.7

0%

2022 (n=3,118)

Impact of the yen's depreciation on business performance in 2023

(%)

= Overall Positive impact

= Overall Negative impact

= Positive and negative impacts
are equal
No impact

Not sure

No response

2023 (n=3,196) [ERAW)
2022 (n=466)
2023 (n=484)
2022 (n=2,652) [FEAS
2023 (n=2,712) [FIFA

25.1

25.8

50% 100%
47.0 yan8.2 10.0
43.4 Sl 9477
30.0 < 7.3 11.6
30.4 7510058 8.9
50.0 1190.8.39.8
45.8 ZA00810.0 7.5

Firms with

Importing overseas Exporting

Domestic

firms bases firms

firms

2022 (n=1,395)

2023 (n=1,487)

2022 (n=1,246)

2023 (n=1,176)

2022 (n=149)

2023 (n=156)

2022 (n=245)

2023 (n=289)

0%

16.8

18.3

21.0

N
©
~

20%

40%

46.5

41.3

43.1

A
o
N

o©
\‘
o)
o
o
=
-

o
w

B
=

6.2

49.8

47.4

Copyright © 2024 JETRO. All rights reserved.

84.6

60%  80%  100%
8795
106 7.6
15 6183
il 52 55

4.5

- 188 204

o 208 159

Note: “Exporting firms” above are firms that export but have not expanded overseas.
“Importing firms” are firms that import only (no exports, no overseas expansion).
“Domestic firms" are firms that do not export, import, nor expand overseas.
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Ill Review on Supply Chain

7 Increased positive impact by yen’s depreciation on
medical products & cosmetics, precision equipment

m By industry, Medical products and cosmetics had the largest increase of the percentage that firms responded overall “overall
positive impact” by 10.4 point to 16.7% even though which is lower than total average (17.0%).

m IT equipment/electronic parts & devices and Chemicals which had higher ratio of “overall positive impact” in 2022 decreased
by approximately 10 points from previous year.

Precision equipment

Cars/car parts/other
transportation machinery

Electrical equipment

General machinery

Petroleum
products/plastics/rubber products

Iron & steel/non-ferrous
metals/metal products

Trade & wholesale

IT equipment/electronic parts
& devices

Chemicals

Medical products &
cosmetics

Impact of Yen's depreciation on business performance
(Top 10 industries that responded overall “positive impact” 2023)

2022 (n=79) I EEEEN e - s e
2023 (n=74) 27.0 32.4 24.3 108 4.1
2022 (n=82) 20.7 45.1 13.4 7.3 12.2
2023 (n=85) 25.9 34.1 23.5 118 47
2022 (n=106) 27.4 35.8 13.2 8.5 13.2
2023 (n=113) 23.0 37.2 24.8 106 4.4
2022 (n=147) 75 102
2023 (n=161) 9.3 13.0
2022 (n=93) 54 43
2023 (n=88) N 2568

2022 (n=203) 19.7 44.8 16.3 6.4 11.3

2023 (n=206) 19.9 40.8 23.3 7.3 8.7
2022 (n=650) 18.8 49.7 20.5 6.3 4.6
2023 (n=721) 19.7 46.0 21.1 8.0 43

2022 (n=55) 73 7.3
2023 (n=53) [N T T N0 5.7
2022 (n=77) Y R ¥ R A2 6 11
2023 (n=81) 62 74
2022 (n=63) W 55.6 12.7 11.1 14.3
2023 (n=66) 76 7.6

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

m Overall positive impact ® Overall negative impact = Equal amount of positive and negative impact = No impact = Notsure  No response

Note: Compared to the results of the 2022 survey for the top 10 industries that responded "positive impact" in the 2023 survey. Copyright © 2024 JETRO. All rights reserved.
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Ill Review on Supply Chain

g | Most preferred exchange rate is 120-124 yen,
trending towards a weaker yen

m The most preferred rate was 120-124 yen (19.7%), increased by 2.9 points compared with the previous year.130-134
yen had the largest increase (up 6.1 points) from the previous year.

m Compared to 2022, the preferred exchange rate has shifted toward a weaker yen. It is assumed that it was the response to
the prolonged depreciation of the yen.

(%) Preferred exchange rate

25

6232

20 19.7
. 16.8
15
10
8 53
; |
‘ S ¥ l.a _loéo ‘15 -
0

% \\ % % % \\ * &
'\"b‘ \‘19 < \“3% xa N 3 i & O
4 4 4 4 7 7 4 7 & &Q
%\0$ \Q KV be “o(’-’ b9 b<9 ‘9 936 & S
N2
m Exporting firms(2023) (n=1,487) = Importing firms(2023) (n=156)
® All firms(2022) (n=3,118) QAll firms(2023) (n=3,196)
Note: “Exporting firms" above refers to firms that export but have no overseas operations, while “Importing firms" refers to firms that |mEyn5th 6 2024 JETRO. Al fights reserved | 44

only (no exports and no overseas operations).




Ill Review on Supply Chain

9 Firms with implementing or planning reshoring their overseas
business were at the same level as the previous year.

m The ratio of firms that have “implemented or plan reshoring their overseas operations) ” (including some) was
4.7%, unchanged from the previous year (4.3%). Among large firms, the ratio was 5.2%, up slightly from 3.0% in the
previous yeatr.

m  The highest ratio of respondents that have already implemented/planned or are under consideration was cars/car
parts/other transportation machinery(17.6%), followed by electrical machinery (16.1%) and chemicals (15.9%).

Reshoring their Overseas Operations Reshoring their Overseas Operations (by industry)
No response Implemented/Planned
2.4% 4.7% Reshoring overseas operations
Unaiins ‘" Under consideration ' consider-
14.8% ) gl ation
“ 8.6% Total 1,176 8.8 4.7 4.1
4.3% Manufacturing 692 10.8 5.9 4.9
Food & Beverage 90 5.6 2.2 3.3
Outer: Textiles & Fabrics/Apparel 29 13.8 34 10.3
FYzlof;’ Chemical 44 159 6.8 9.1
(n=1,176) Medical Products & Cosmetics 21 14.3 4.8 9.5
Inner: Petroleum, plastic & Rubber 45 11.1 6.7 4.4
FY2022 '\;(21 T&Jﬂ g(r)gdﬁ;;eeI/Nonferrous Metals/Metal 99 9.1 8.1 10
(n=1,246) General Machinery 84 11.9 6.0 6.0
Electrical Machinery 56 16.1 54 10.7
By firm size (Implemented/Planned, under consideration) ﬁif‘fﬁ;rsans’omer transportation g 176 10.3 7.4
OI 5| 19 1:5 (%) Other manufacturing 71 9.9 5.6 4.2
GEJ"E FY2022 (369) m Implemented/Planned Non-rr?anufacturlng 484 5.8 2.9 29
< = FY2023 (386) = Under consideration Trading/Wholesale 247 8.9 4.9 4.0
Construction 43 7.0 4.7 2.3

FY2022 (877) Notes: 1) "n" is the number of firms that currently have overseas offices, excluding

FY2023 (790) those with less than 20 firms. 2) Only for sectors in which the ratio of "Reshoring
overseas operations" is 5% or more. Shading indicates 10% or more.

Note: In all cases, n (* in parentheses in the chart below) is the number of firms that Copyright © 2024 JETRO. Al rights reserved 45

currently have overseas offices.

SMEs




Ill Review on Supply Chain

10

Increased business costs are the main reason for reshoring

m The largest reason for reshoring was “Increased business costs in the destination country” (55.3%). For large firms,
“changes in the business environment” followed. For SMEs, “Geopolitical risk aversion” was also a trigger.

m The largest share (45.6%) of the firms that have already implemented, or plan reshoring intend to "further expand" their
overseas operations in the future. The main respondent sector were trading/wholesalers, cars/car parts/other

transportation equipment, and general machinery.

Main Reason for Reshoring

Overseas Expansion Policies
(The Firms that Implementing or Considering Reshoring)

(Multiple responses, %)

0 20 40 60

Increased business costs 55.3

l

(e.g.,inflation, rising labor costs) 64

S . 39.8
Geopolitical risks aversion

Increased cost of importing 36.9
products/services
into Japan due to the weak yen

Changes in the business environment
(e.g., export restrictions, labor
shortages)

243

w
N
=

Changes in demand for our own
products and services.

. 20.4
Client’s request

Access to support programs provided 4.9 m Total (n=103)
by governments and municipalities 7.1
(both domestic and international) 4.0
3.9 m Large firms
other 0.0 (n=28)

5.3

Consideration for Human Rights, H 29 SMEs (n=75)
Environment, etc. 0-2 0

80 [27 firms] (n:103)
) Trading/Wholesale: 6 Other
Electrical Machinery: 4 1.0 (%)
Iron & Steel/Nonferrous
Metals/Metal Products, [47 firms]

General Machinery: 3 each Trading/Wholesale: 12
Cars/car part*: 7
General Machinery: 6
Downgize/withdrawl
26.2

Further

expansion 45.6

Maintain status quo
27.2

[28 firms]

Iron & Steel/Nonferrous Metals/Metal
Products, Trading/Wholesale: 4 each
Textiles & Fabrics/Apparel, Petroleum,
Plastics & Rubber, Cars/car part*: 3 each

Notes: 1) (both left and right) n is the number of firms that answered "Implemented/Planned”
or “under consideration”. 2) (Right graph) Top 3 responding firms by sector for each
overseas expansion policy. *: Cars/car parts/other transportation equipment

Copyright © 2024 JETRO. All rights reserved



V. Business Transformation in response to
the demands of the times and society
(1) Employment of Foreign Personnel

~Half of the respondents are hiring foreign personnel,
and this number is expected to increase in the future~



IV-1 Employment of Foreign Personnel

1 | Half of the respondents

employ foreign personnel

m The percentage of firms employing foreign personnel was 51.4%, nearly equal to the previous year (51.5%).

Among large firms, more than 80% employ foreign personnel. By industry, 82.4% of the firms in Cars/car parts/other

transportation machinery industry employ foreign workers.

m  About 70% of the total number of foreign employees accounted for 5% or less of the total number of full-time employees.
Compared to large firms, SMEs have a higher percentage of foreign employees.

Percentage of firms employing foreign personnel

Allfirms (n=3,106) [ N -+ (°°
Largefrms (n=se) I &
sMEs (n=2,712) [ 45.7

Firms with overseas bases

(n=1,176) 7.0
Exporting firms (n=1,487) 38.8
Importing firms (n=156) 34.6

Domestic firms (n=289) 25.6

Percentage of foreign personnel
in the number of permanent employees (%)

35.5 36.6

53.3 35.1

1.0
SMEs(n=1,266) 29.8 371 126 8.9 .2.1
ElLessthan 1% m1~5%

11~20% ® More than 20%

Note: n is the number of firms subtracting "not employing" from the total.

Non-response

Percentage of firms employing foreign personnel,

by industry (%)
Cars/car parts/other transportation
P machineFr)y(n:SS)

Petroleum products/plastics/rubber

plasticefubber
General machinery(n=161)
Electrical equipment(n=113)
Precision equipment (n=74)
Construction(n=95)
Chemicals(n=81)
on & sieelnon-frous meal
Transport(n=71)
Ceramics/earth & stone(n=28)
Communication, information & software(h=84)
Other non-manufacturing(n=158)
IT equipment/electronic parts & devices(n=53)
Medical products & cosmetics(n=66)
Other manufacturing(n=184)
Finance & insurance(n=55)
Textiles/clothing(n=103)
Food & beverages(n=521)
Retail(n=110)
Trade & wholesale(n=721)
Wood & wood products/furniture &

building materials/paper & pulp(n=71)

Professional services(n=68)

Copyright © 2024 JETRO. All rights reserved
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IV-1 Employment of Foreign Personnel

About 30% of firms plan to increase or hire new
foreign personnel in the future

m As for the employment policy of foreign workers over the next two to three years, 28.4% of all respondents answered
they "will increase/new employment"” in the future. By status of residence, more than 20% of firms expect to

increase their employment of technicians, humanities, and international services (advanced personnel).

m  Firms that intend to newly enter overseas markets or expand overseas business in the future are eager to hire foreign

human resources.

Future (2-3 years) plans for hiring foreign personnel

n=3,196
Foreign personnel as a whole
Engineer /Specialist in humanities/
Int'l services
(Highly skilled professionals)

Specified skill

Technical internship

mncrease in the future / Newly hire

Reduce in the future

Future overseas expansion
policy and plans to expand
employment of foreign personnel

(%)

22.2 70.8

11.1 80.0

10.5 79.8 D 5.8

® Maintain the current level
Non-response

Percentage of respondents who
answered “Increase in the

future / Newly hire”* (%)
*foreign personnel as a whole

‘ Future Overseas Expansion Policy

SHIERGEEUEECAFurther expansion (n=536)

overseas office

49.6
Maintain status quo (n=518) 26.6
New expansion (n=627) 35.9
No overseas expansion (n=807) 17.0

Note: n excludes firms that did not respond to the question about their

plans for hiring foreign personnel.

Percentage of respondents who answered "will increase/new hires" (by industry, %)

Type of industry

FOreigN 1o hnical|Specified|Highly skilled
personnel . ; . .
internship| skill  [professionals
as a whole

Manufacturlng 1, 834 29.3 12.6 13.8 22.8
Food & beverages 29.2 16.5 17.5 20.0
Textiles/clothing 103 30.1 12.6 11.7 214
Wood.& wood products/furniture & building 7 197 99 85 16.9
materials/paper & pulp
Chemicals 81 22.2 4.9 8.6 18.5
Medical products & cosmetics 66 22.7 0.0 15 13.6
Petroleum products/plastics/rubber products 88 30.7 12.5 6.8 23.9
Ceramics/earth & stone 28 25.0 17.9 14.3 17.9
Iron & steel/non-ferrous metals/metal products 206 31.6 15.0 19.4 25.7
General machinery 161 35.4 7.5 10.6 27.3
Electrical equipment 113 30.1 12.4 14.2 26.5
IT equipment/electronic parts & devices 53 26.4 9.4 11.3 28.3
Carsl/car parts/other transportation machinery 85 29.4 16.5 17.6 22.4
Precision equipment 74 31.1 8.1 9.5 32.4
Other manufacturing 184 30.4 12.5 13.6 24.5

Non-manufacturing 1,362 27.2 7.6 7.6 21.4
Trade & wholesale 721 21.4 5.3 4.9 16.4
Retail 110 20.9 6.4 5.5 18.2
Construction 95 44.2 13.7 13.7 40.0
Transport 71 33.8 18.3 12.7 211
Finance & Insurance 55 14.5 1.8 1.8 12.7
Communication, information & software 84 42.9 4.8 7.1 36.9
Professional services 68 23.5 15 5.9 25.0
Other non-manufacturing 158 42.4 17.1 18.4 29.1

Note: The top three industries by status of residence are shaded in
dark red, and the fourth and fifth industries are shaded in Ilght rehd 4
pyright © 2024 JETRO. All rights reserved 9



V-2 DX Efforts

~36.7% of firms are undertaking Digital transformation~

Copyright © 2024 JETRO. All rights reserved



IV-2 DX Efforts

Firms Engaged in DX Expand for Second Consecutive

Year

m  The number of firms working on DX increased to 36.7% from 33.5% in the previous survey. Of these, 22.0% of the

firms are even aware of the results, while 14.7% are not aware of the results.

m By industry, many firms in non-manufacturing industries, such as finance/insurance and communications, information &
software, are aware of the results. Pharmaceuticals/cosmetics and food & beverages industries have the highest
percentages of firms that understand the significance and necessity but are not engaged in such activities.

Status of DX

17.2

1.Already undertaking and see results

22.0

2.Already undertaking but do not see 10.8

3.Understand significance/importance 27.3

and plan to undertake 26.4
235
4.Understand significance/importance 321
but will not undertake 23.4
28.5

10.2

5. Will not undertake because not FY2021
sigificant/importantE3 12.9 (n=1,745)
mFY2022
2.3 (n=3.118)
6. No responsel 3.8
m FY2023
35 (n=3,196)

36.7% of firms

results 12.8
:14 -V undertaking DX

Status of DX (by industry)

® Manufacturing(n=1,834)
Electrical equipment(n=113)

Iron & steel/non-ferrous metals/metal products(n=206)
Cars/car parts/other transportation machinery(n=85)

General machinery(n=161)
Chemicals(n=81)

Precision equipment (n=74)
Textiles/clothing(n=103)

IT equipment/electronic parts & devices(n=53)

Other manufacturing(n=184)

Wood & wood products/furniture & building
materials/paper & pulp(n=71)

Medical products & cosmetics(n=66)
Petroleum products/plastics/rubber
products(n=88)

Food & beverages(n=521)

Ceramics/earth & stone(n=28)

® Non-Manufacturing(n=1,362)

Finance & insurance(n=55)
Communication, information & software(n=84)
Construction(n=95)

Professional services(n=68)
Transport(n=71)

Other non-manufacturing(n=158)
Retail(n=110)

Trade & wholesale(n=721)

20.3 1151 24.5 30.3 Bl 3.1 (%)
23.0 231974m 1.8
29.6 252000418 0.5
21.2 235 2M7.1
19.3 2617BE 3.1
32.1 2223w 3.7
25.7 24378M 2.7
26.2 282°Im8 1.9
20.8 28:37ims 0.0
19.6 32.6 il 3.8
18.3 33.8 A 2.8
28.8 39.4 W54.5
| 18.2 | 10.3 Bwvhiv 34.1 w23

Q.8 25.9 35.3 sl 3.8
1070214 25 39.3 0.03.6
22.1 26.0 9@ 42
I e 0 9:19:10.0 ~ 91
19:0771131121 4.8
16.8 179 3L 4.2
22.1 191 M8l 7.4
28.2 1277°M8D 1.4
21.5 19.0 '@ 5.1
20.0 30.0 M2EA 6.4
24.0 32.7 I 3.2
ml m2 3 4 m5 6
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IV-2 DX Efforts

2 DX promotion aims to improve work efficiency
and develop new markets

m Regarding the aims of DX, 60% of the firms responded that they "develop and provide technologies and services that
contribute to improving work efficiency and solving labor shortages in the field," and "develop new markets and
business areas through the acquisition and analysis of customer data.

m |n addition to "improving work efficiency and reducing labor shortages in the field" (65.8%), large firms were more likely
than SMEs to respond " develop and provide digital technologies and services related to the " (24.8%).

Goal for Promoting DX

Multiple responses, % i %
On-site work efficiency and manpower 29-2 ( P P ) Top 5 Industries )

: 65.8
saving 57.5 \Construction (n=71) 81.7
Market development through acquisition _52-55 C_hem|ca|5 _(n=57) 73.7
and analysis of customer data Y Finance & insurance (n=45) 73.3
Advancement of supply chain management, 45.6 Transport (n=56) - - 73.2
including production management and 46.2 Cars/car parts/other transportation machinery 71.9
inventorv manaagement 45.4 (n=57)
; 21.9
Sales channel expansion through cross- r - _
border e-commerce, SNS, etc. 13.8 241 R_eta'l (n —5_6) 83.9
' Finance & insurance (n=45) 82.2
18.5 = E —
Environment (e.g., decarbonization) - 24.8 Precision equment (n_48) 66.7
16.8 General Machinery (n=103) 64.1
Disaster prevention and 9.162 . Trade & wholesale (n=382) 60.5
countermeasures 89
Maintenance and development of social 8.7 Chemicals (n=57) 64.9
infrastructure such as resources and 12.8 Transport (n=56) 64.3
infrastructure 7.6 Cars/car parts/other transportation machinery 63.2
Improvement of quality of people's 4.9 WAl firms(n=1,923) (n=57) i
lives, including medical_ care, welfare, 34 = Large firms (n=407) Food and beverages (n:266) 62.0
and education js SMES (n=1,516) ;feztg%l)eum products/plastics/rubber products 60.4
Business development through virtual 5 7
space, NFT, etc. 4 2 Note: Top four industries with n=20 or more are listed. Bolded

figures indicate 80% or more.

Notes: 1) "n" is the number of firms that answered "already working on DX and recognize results," "already working on DX but do not recognize results," or "understand the
significance and necessity of DX and plan to work on DX in the future. The number of firms that responded "already working on DX", "already working on DX but do
not recognize the results", or "understand the significance and necessity of DX and plan to work on it". Copyright © 2024 JETRO. Allrights reserved




IV-2 DX Efforts

3

Collaboration with domestic/overseas firms

m  One-third of all firms responded that they are collaborating with domestic and/or overseas firms/organization. 60% of firms

are promoting DX solely within their organizations.

Around 40% of large firms and firms with overseas bases said they are cooperating with domestic and/or overseas firms/organization.

By industry, the finance/insurance, transport, and precision equipment industries had a significantly high percentage of firms working
with domestic and/or foreign firms and institutions, at more than 50%.

Collaboration to Promote DX

All firms  |(n=1,923)

= Collaboration with domestic
firm/organization

= Collaboration with overseas
firm/organization

Collaboration with domestic
and overseas
firm/organization

On their own

No response

62.2

By firm size

Large firms (n=407)

SMEs (n=1,516)

By overseas presence

Firms with overseas bases
(n=836)

Firms without overseas bases
(n=1,027)

Note: n is the number of firms that answered "already working on DX and recognize the results," "already working on DX but do not

s

foreign

33.3%

Collaborating with
domestic and/or

firm/organization

(%) By industry
@ Manufacturing(n=1,099) 51
Precision equipment (n=48) 8.3
Petroleum products/plastics/rubber products(n=53) 3.8
Other manufacturing(n=103) 9.7
Cars/car parts/other transportation machinery(n=57) 5.3
Chemicals(n=57) 1.8
Ceramics/earth & stone(n=16) 6.3
Textiles/clothing(n=64) 9.4
Iron & steel/non-ferrous metals/metal products(n=143) 2.1

Wood & wood products/furniture & building materials/paper & pulp(n=40) 25

42.3%
52.8

4.4 64.8

2.5

37.9%
26.2

29.6%

8.6 57.9

3.1

65.6
1.8 3.8

20.6 2.9%¢]
20.41.9%¢]

IT equipment/electronic parts & devices(n=34)
General machinery(n=103)
Electrical equipment(n=79) 3.8

Medical products & cosmetics(n=36) 11.1
Food & beverages(n=266) 3.8

® Non-Manufacturing(n=824) 6.9
Finance & insurance(n=45)
Transport(n=56)

Other non-manufacturing(n=105)
Professional services(n=42)
Construction(n=71)

4 2 Communication, information & software(n=67)
Trade & wholesale(n=382)
Retail(n=56)

(%)

4.9

17.9
6.7
i1
4.2
10.4
5.5
5.4

4.4

4.8

recognize the results," or "understand the significance and necessity of DX and plan to work on DX in the future.

64.9
45.8
60.4
61.2
57.9
61.4
68.8
64.1
64.3
70.0
64.7
67.0
69.6
75.0
68.8
58.7

6.726.7

46.4
53.3
52.4
63.4
59.7
64.4
66.1

Copyright © 2024 JETRO. All rights reserved

(%)
4.5
4.2

1.9

1.9
5.3
5.3

4.7
4.9

59
4.9
5.1

6.8
4.5
4.4

1.8
4.8
7.1
14

6.0
4.5

7.1

53



IV-2 DX Efforts

4 | 60% of firms found a DX partners at exhibition

m In terms of methods of seeking business partners, "participation in exhibitions" was the highest, accounting for 60% of the total.
Among large firms, the response rate for "Establish new business division" (43.0%) was much higher than that of SMEs.

m  The second highest method of seeking out business partners in Japan was “utilizing industry-academia partnership with research
institutes such as universities” while the second highest method of seeking out business partners overseas was "introduced by
overseas subsidiaries and partners.

Partner Affiliation and Method Used to Find Partner

(Multiple responses, %) 0 20 40 60 80 Collaboration with domestic firm/organization (n=480) (%)
1 Participate in exhibitions and events 60.6
Participate in exhibitions and events | — -, 50.7 5 Utilizing industry-academia partnership with 20.2
(including online ones) 63.0 research institute such as university :
Utilizing industry-academia partnership with q)l 25 3 Establish new business division 19.6
research institute such as university % ' 4 Recruit outside experts 131
5 Approach firm of interest using SNS 11.5

Establish new business division % 43.0

Introduced by overseas subsidiary or partner qu%.?, 1 Participate in exhibitions and events 67.3
’ 2 Introduced by overseas subsidiary or partner 46.9
. . 4. .
Recruit outside experts qego_g 5 Utilizing industry-academia partnership with 319
research institute such as university )
Participate in projects of public organizations 13.3 4 Establish new business division o4
such as JETRO s 15.2 — . : P 8
5 Participate in projects of public organizations such 23.0
Approach firm of interest using SNS “8 125 as JETRO - - - —
15.0 Collaboration with overseas firm/organization (n=46)
1 Participate in exhibitions and events 45.7
Others - gi —
. m All firms(n=639) 2 Introduced by overseas subsidiary or partner 41.3
Establish new business division
Investment through VC/funds HABl L i —172 g 28.3
L7 = Large firms(n=172) 4 Participate in projects of public organizations such 6.1
e as JETRO '
No Response J}g SMEs(n=467) 5 Approach firm of interest using SNS 17.4

Note: n is the number of firms that answered "already working on DX and recognize the results,” "already working on DX but do not ~ 'NOte: Only the top five items are listed.

recognize the results," or "understand the significance and necessity and plan to work on DX in the future," and that are promoting DX in
cooperation with domestic and foreign firms and institutions as a means of promoting DX. Number of firms that responded that they are ., .. 2004 5e1R0. Al rights reserved 54

Eromoting DX in coogeration with domestic and forei%n firms and institutions as a means of Eromoting DX.



IV-3). Efforts for Environment

~\Widening gap between large and small firms~

Copyright © 2024 JETRO. All rights reserved



IV-3 Efforts for Environment

1 Decarbonization efforts show little progress from

the previous year

® In Japan, 40% of all firms answered that they are “already working” on decarbonization. No progress was seen from the previous year. While
less than 10% of large firms said that they have “no plans to work on it“, the percentage of SMEs increased for the second year in a row.

m  Overseas efforts for firms with overseas operations remained almost unchanged from the previous year. The total number of firms that
“already working” and firms that "plan to make efforts in the future” on decarbonization exceeds 60% of the total, suggesting that

overseas efforts may reach the level of domestic efforts in the future.

Domestic decarbonization efforts

(by size and form) (%)
Total(n=3,073) 42.0 25.6 32.3
Large Firms(n=462) 77.7 13.6 s/
SMEs(n=2,611) 35.7 27.8 36.5
Firms with overseas bases(n=1,131) 55.9 24.7 195
Domestic firms(n=273) 36.3 24.9 38.8
Exporting firms(n=1,441) 33.6 26.9 39.5
Importing firms(n=151) 27.8 24.5 47.7

Overseas Decarbonization efforts

(Firms with overseas operations / by size) (%)

Total(n=1,115) 27.1 36.6 36.3
Large Firms(n=358) 45.8 33.5 20.7
SEMs(n=757) 18.2 38.0 43.7

m Already taking action
= Not taking action yet, but planning in the future
No plan to take action

Note: Domestic: n is the number of firms excluding "no answer" from the number of responding firms; Overseas: n is the number of firms

excluding "no answer" from the number of responding firms with overseas operations.

Comparison of Efforts in Japan

(by size) (%)
2021(n=1,630) 24.3
Total 2022(n=2,994) 275
2023(n=3,073) 323
2021(n=272) Y <38 5
Large 2022(n=445) IIINIENEGEGEGECY N )5 3
Firms
PpRlQerl 777 136 W
2021(n=1,358) 275
SMEs 2022(n=2,549) 30.8

2023(n=2,611) 35.7 27.8 36.5

Comparison of Overseas Efforts

(Firms with overseas operation / by size) (%)
2021(n=490) RN T Mo
Total 2022(n=1,157) 34.1
2023(n=1,115) 36.3
2021(n=158) 23.4
LTS 2022(n=339) 18.0
Firms 2023(n=358) 20.7
2021(n=332) 47.3
SMEs 2022(n=818) 40.7
2023(n=757) 43.7
Copyright © 2024 JETRO. All rights reserved. 56




IV-3 Efforts for Environment

2 Domestic automotive and construction industries
are moving toward decarbonization

m InJapan, 80.0% of firms in the “Finance & Insurance” category answered that they are “already working on it, “Finance & Insurance” is the
highest for the third consecutive year since the question was first asked. The percentages for “Cars/Car parts/other transportation
machinery” (up 10.2 points) and “Construction” (up 8.0 points) also increased significantly from the previous year. Law and regulations in
these industries in Europe and other countries and regions are also affecting the status of domestic efforts.

m  The number of firms with overseas operations already engaged in decarbonization remained almost unchanged in the manufacturing (29.5% in
the previous survey) and non-manufacturing (23.4% in the previous survey) sectors.

Decarbonization efforts by firms

W Decarbonization efforts (%) with overseas operations (%)

(Top 10 industries) (Top 10 industries)
Manufacturing(n=1,776) 456 25 Manufacturing(n=660) 298 36.4 33.8

Non-Manufacturing(n=455) RZEN| 369

II
N
[{s]
-

(98]
P
~

40.0

Non-Manufacturing(n=1,297) 37.2 26.1

Wood & wood products/furniture &
building materials/paper & pulp(n=16)

75.6 195 [k Chemicals(n=43)

50.0 313 [REE

41.9 326 25.6
16.7 Construction(n=43) 41.9 34.9 23.3
IT equipment/electronic parts & _

devices(n=17) 41.2 23.5 35.3
130 Ceramics/earth & stone(n=13) 38.5 30.8 30.8
Cars/car parts/other transportation _
machinery(n=65) 38.5 431 L
Electrical equipment(n=54) 37.0 31.5 31.5
Precision equipment (n=32) 344 250 40.6

Finance & insurance(n=18) 278 11. 61.1

building materials/paper & pulp(n=69) Sl Communication, information & s 06 SaE
0. 50.0 100.0 software(n=26) : : :

® Already taking action 0.0 50.0 100.0
u Not taking action yet, but planning in the future
No plan to take action

Finance & insurance(n=50) 80.0 (o 10.0

Cars/car parts/other transportation
machinery(n=82)

Construction(n=90) . 8.9

Petroleum products/plastics/rubber
products(n=85)

Transport(n=69)

I

—_
i
-

(3]

7

519 247 234

o
N
-
w

Chemicals(n=79)

General machinery(n=158)

(8]
pry
[{e]
2]

Ceramics/earth & stone(n=27) 296

Iron & steel/non-ferrous metals/
metal products(n=203)
Wood & wood products/furniture &

-
e
N

0

Notes: 1) Domestic: n is the number of firms excluding "no answer" from the number of responding firms; Overseas: n is the number of firms excluding "no answer" from the
. . . . . . . . . Copyright © 2024 JETRO. All rights reserved. 57
number of responding firms with overseas operations. 2) Excluding other manufacturing and other non-manufacturing industries.




IV-3 Efforts for Environment

3 | Progress in Scope 2 and Scope 3 reduction

m  Among firms that are (or will be) decarbonizing, those with Scope 2 and Scope 3 reduction policies in place increased by 2.8 and 1.3
percentage points, respectively, over the previous year. Growth was driven by large firms.

m  The industries with the highest percentage of respondents formulating reduction policies are almost the same in all Scope. In the
manufacturing industry, Cars etc, Ceramic/earth & stones, Chemicals, and Electrical Machinery; and in the non-manufacturing

industry, Finance&lnsurance and Transportation are in the process of formulating reduction policies.

Establishment of greenhouse gas emission reduction policy (domestic)

%
(Scope 1: Greenhouse gases directly emitted by the firm) 0)

Total(n=2,080) 24.3 6.8 31.8 28.8 -

Large Firms(n=422) 50.2 cs 154 16.4 -
SMEs(n=1,658) 177 6.2 36.0 31.9 -
(Scope 2: Greenhouse gases indirectly emitted by the firm)
Total(n=2,080) 16.7 6.3 30.3 35.7 -
Large Firms(n=422) 44.5 8.8 17.1 19.0 -
SMEs(n=1,658) K- 33.7 39.9 -
(Scope 3: Greenhouse gases associated with own supply chain)
Total(n=2,080) KXW =17/ 30.5 44.4 -
Large Firms(n=422) 22.0 10.7 27.5 27.7 -
SMEs(n=1,658) Ml 31.2 48.7 -

m Reduction Policy already established

(Note: n is the number of firms which
answered that they are "already working
on decarbonization" or "not yet working
on decarbonization but planning in the
No plan to develop a policy in the future future.”)

= Reduction Policy to be established within 12

months ) ) .
Reduction Policy to be established within 2-5 years

Top 5 industries that responded that they

have "already formulated a reduction policy” (%)
Finance & insurance (n=45) 53.3
Ceramics/earth & stone (n=19) 47.4
Cars/car parts/other transportation machinery (n=78) 46.2
Chemicals (n=62) 38.7
Transport(n=60) 35.0
Finance & insurance (n=45) 48.9
Ceramics/earth & stone (n=19) 36.8
Cars/car parts/other transportation machinery (n=78) 333
Chemicals (n=62) 29.0
Electrical machinery (n=80) 25.0
Finance & insurance (n=45) 22.2
Cars/car parts/other transportation machinery (n=78) 15.4
Transport(n=60) 13.3
Chemicals (n=62) 12.9
Electrical machinery (n=80) 11.3

Top 3 Scope 3 actions (total n=919, multiple answers allowed)
(1) Products and services purchased (52.7%)
(2) Transportation and delivery (52.2%)
(3) Processing of sold products, use and disposal by consumers, and
transportation and disposal of waste(35.3%)
(Note) n is the number of firms that have "formulated" or "plan to formulate" a
Scope 3 reduction policy.
Copyright © 2024 JETRO. All rights reserved
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IV-3 Efforts for Environment

4 | 70% of large firms know their overall emissions

®  Among the firms that have established or plan to establish a Scope 1 emission reduction policy, nearly 70% of large firms have grasped their total

greenhouse gas emissions. On the other hand, about half of the SMEs have not yet tracked their emissions.

m In the EU, the regulation called “Carbon border adjustment mechanism(CBAM)”, which stipulates importers to report emission per unit of product or
service for specific products as an initial stage of regulation began in 2024. Only 13.7% of the respondent firms answered that they know their

emissions per unit of product or service.

Grasping firm’s own greenhouse gas emissions

Carsl/car parts/
(0/0) other transportation machinery(n=61)

Finance & insurance(n=28)

Ceramics/earth & stone(n=15)

IT equipment/electronic parts
& devices(n=24)

Chemicals(n=47)

Electrical equipment(n=50)

Wood & wood products/furniture
& building materials/paper & pulp(n=30)

Other manufacturing(n=72)

Petroleum products/plastics
/rubber products(n=46)

Other non-manufacturing(n=59)
General machinery(n=78)

Precision equipment (n=27)

Iron & steel/non-ferrous metals

Total(n=1,310) Large Firms(n=317) SMEs(n=993) Imetal products(n=113)
Medical products & cosmetics(n=29)
® ®No answer Transport(n=43)

] . . . L . Food & beverages(n=199)
@Although the firm is working to reduce emissions, the firm does not track the

amount of its own emissions Construction(n=53)
" ®The firm knows emissions for specifc process but not the amount of overall Textiles/clothing(n=43)
emissions
® @The firm knows the overall emissions but not emissions per units of its Trade & wholesale(n=222)
products and services Communication, information
® @The firm knows the amount of emissions per units of its products and services & software(n=26)
Retail(n=33)
Note: n is the number of firms that answered that they have “established”, Professional services(n=12)

7

“will establish within the next 12 months", or "will establish within the next 2 to 5 years" a Scope 1 reduction policy.

Total percentage of @and @ (by industry) (%)
26.7 33.3
12.5 45.8
s g,
cement, fertilizer,
shu, ieoen,
16.7 Copyright © 2024 JETRO. Al rights reserved. | 59




IV-@ Efforts for Human Rights

~Large firms have made progress in respecting human rights,
but there are challenges in spreading the concept~



Large firms have made progress in formulating and
1 publicizing human rights policies

m 82.4% of large firms (excluding medium-sized firms) have developed a policy on the respect for human rights.
Differences in formulation and disclosure of policies are widening by firm size.

m  While 14.5% of all firms require their suppliers to comply with human rights policies in their supply chain, 22.9% of all
firms require their customers to comply with their customers' human rights policies.

Status of human rights policy Status of human rights policy compliance requests

. 0,
development and disclosure 0 , )
31 (%) Al firms (n=3,017)
_ Compliance
All firms FY2022 (n=2,998) 29 35.2 requests to Large firms (n=438) 34.2 65.8
= ' suppliers
FY2023 (n=3,035) 34.3 SMEs (n=2,579)

Large ﬂrms FY2022 (n=96) 68.8 9.4 17 7I3 1 m Requires conformance  mDoes not require conformance
(excluding leading

Cars/car parts/other transportation machinery(n=81) 21.0
- m.sizeq TY2022 (n= -- :
Leading medium-sized 022 (n=333) Ll SRy 4 24.3 Ceramics/earth & stone (n=26) 19.2
firms FY2023 (n=348) 43.1 TEa0 247 Lumber and wood products/furniture and Wood & wood 191
products/furniture & building materials/paper & pulp (n=68) '
SMEs FY2022 (n=1,015) pEXPNVER:NS.2 344 Precision equipment (n=70) 18.6
(excluding
micro-businesses) ~ FY2023 (n=1,020) .3 36.0 30.0 All firms (n=3,019) (%)
Conformity with
_ , FY2022 (n=1,554) 4 391 36.9 human rights  Large firms (n=435)
Micro-businesses 5.4 policy by clients
Fr2023 (n=1,505) IEEKIZSNSGENNIPE SMES (n=2,564)
m A policy has been developed and published externally m Conformance is required  ® Conformance is not required
(%)
m A policy has been developed but has not been published externally Chemicals (n=78) 52.6
A policy has not been developed, but there are plans for developing Petroleum products/plastics/rubber products (n=84) 41.7
one within a year Information and Communication Equipment/Electronic 412
A policy has not been developed but is under consideratuin to be Components and Devices (n=51) '
develloped V\(/jithinla few y$ars_ he 1 Cars/car parts/other transportation machinery (n=81) 38.3
® No plans to develop a policy in the future Precision equipment (n=70) 329
Note: n is the number of firms excluding non-response. Note: The top five industries in each category are listed.
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IV-4 Efforts for Human Rights

Awareness of business and human rights in the
2 past 2-3 years

m The top reason for awareness of business and human rights was “increased opportunities to see and hear from the
media, etc." (27.7%). SMEs (28.9%) outnumbered large firms (20.7%).

m The next highest percentage for “understanding the importance of sustainability management" (26.8%), “progress in
related legislation overseas" (20.2%), and “increasing demand for information disclosure" (17.3%) were in the 30% to

40% range among large firms, with large differences by industry sector.
Top 10 reasons for becoming aware (or strengthening their (%)

. . . Ceramics/earth & stone (n=28) 35.7
awareness) of business and human rights in the past 2-3 years . =

(Multiple responses, %) Medical products & cosmetics (n=66) 34.8
(i)l . —— . p27 7 P ’ (i) Transport(n=71) 33.8

i ) Increased opportunities to see an - : -
hear from the media, etc. 20.7 Retail (r'1 110) . 31.8
28.9 Professional services (n=68) 30.9
(i ) Understanding the importance of m 45 7 Chemicals (n=81) 44.4
sustainability management 23.5 : Ceramics/earth & stone (n=28) 42.9
) - 20.2 (i) Cars/car parts/other transportation machinery(n=85) 40.0
() Progress i related egslaton [—._20Z _ . Consheten
17.9 Textiles/clothing (n=103) 37.9
(iv) Increased demand for information ﬂ -~ Precision equipment (n=74) 324
disclosure 15 : Chemicals (n=81) 28.4
; 171 (iii) Electrical equipment (n=113) 26.5
(V) Received a related req”egjsf{gﬂe? — 21.1 IT equipment/electronic parts & devices (n=53) 26.4
16.4 Other manufacturing (n=184) 25.0
. . 9.5 Chemicals (n=81) 33.3
Increased efforts in the industry * 171 IT equipment/electronic parts & devices (n=53) 30.2
] Guideli R ing H 94 (iv) Ceramics/earth & stone (n=28) 28.6

apan's Guidelines on Respecting Human h . : -
Rights in Responsible Suppl%l/ Chains 21.9 Precision equipment (n=74) 24.3
1.2 Medical products & cosmetics (n=66) 21.2
Awareness-raising Iagtivitiesbﬁa_y ‘8.7 m All firms (n=3,196) Chemicals (n=81) 35.8
overnment, municipalities, public -

g orga%izationé’, etc. 7.9 13 Petroleum products/plastics/rubber products (n=88) 28.4

m Large firms (n=484)

Cars/car parts/other transportation machinery (n=85) 27.1

~ None in particular. - 9.4

| have been working on business and 9.3 SMEs (n=2,712) (v) IT equipment/electronic parts & devices (n=53) 26.4
human rights f0|.' some. time. 9.4 Precision equipment (n=74) 24.3

None in particular. 21.3 Iron & steel/non-ferrous metals/metal products
| have not been particularly conscious 8.3 —206 24.3

about business and human rights. 23.7 (n=206)
. . i 3 3 . . Copyright © 2024 JETRO. All rights reserved 62
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3

IV-4 Efforts for Human Rights

Large firms increasingly implementing HRDD, but
challenges remain in penetration

m  About 10% of all firms are conducting human rights due diligence (HRDD). The percentage of large firms* increased 5.3
percentage points from the previous year to 52.5%, but the overall percentage of firms with “no plans to implement it”

increased, indicating that the penetration of DD is still an issue. *Excluding leading medium-sized firms.

m  More than 20% of firms in ceramic/earth & stone (26.9%), chemicals (20.5%), and finance & insurance (20.9%) are conducting

HRDD.

Status of implementation of human rights DD

[Overall and by firm size]

_ FY2022 (n=2,941)

All firms
FY2023 (n=3,013)
Large firms FY2022 (n=89)

(excluding leading
medium-sized firms) FY2023 (n=101)

Leading medium- FY2022 (n=314)
sized firms

FY2023 (n=338)
SMEsS  FY2022 (n=1,000)
(excluding
micro-businesses) Fy2023 (n=1,009)
Micro- FY2022 (n=1,538)
businesses

FY2023 (n=1,565)
[By type of firms]

10.6/3 39.9
28.5

47.2

| 207 3.30NF)

42.0

B =02
5.6

B 38.8
4.9

27.3

Firms with overseas bases (n=1,103)

7.9

52.5 - 18.8

39.8

2

30.6

o 6.5
Exporting firms (n=1,424) [ 287

Importing firms (n=147) [ 21.1
3.7
Domestic firms (n=268) 22.8

m Implementing HRDD

Considering to implement it within a few years

Note: n is the number of firms excluding non-response.

® Planning to implement it within a year

No plan to implement it

[By industry] ® Manufacturing (n=1,747)

Ceramics/earth & stone (n=26)

(%) :
Chemicals (n=78)

46.2 ) ) .
IT equipment/electronic parts & devices (n=53)

59.1 Precision equipment (n=69)

Wood & wood products/furniture & building materials/
paper & pulp (n=66)

Petroleum products/plastics/rubber products (n=82)

34.8 10.1

22.8

Medical products & cosmetics (n=60)

33.1
Cars/car parts/other transportation machinery (n=82)

43.8 Electrical equipment (n=109)

43.0 Textiles/clothing (n=99)

Other manufacturing (n=175
57.8 9 (n=175)

General machinery (n=156)

Iron & steel/non-ferrous metals/metal products
(n=199)

Food and beverages (n=493)

53.1

65.6

® Non-manufacturing (n=1,266)

49.3 Finance & insurance (n=43)
62.9 Construction (n=87)
721 Transport (n=70)
Other non-manufacturing (n=144)

Trade & wholesale (n=685)
Professional services (n=62)

Retail (n=99)

71.3

Communication, information & software (n=76)., &

2.6
¥ 303

| 26.9 LR
[ 20.5 DIONEKCFA
24.5
26.1
BE 244
%00
34
m&?
EE 284
3. 160 ]
B.0)! Lh6
7 21332.1
7.5! 1'362.2
B 331
2.4
26.1
209
4235..3
R 214
1.4
12.5 00!
2.5
¥’ 6.0
16
A:19.2
2.0
W 313

31.6

W
O

57.6
57.7
38.5
56.6
56.5
57.6
61.0
55.0
51.2
59.6
58.6
61.7
59.0
58.3
59.0
61.1
55.8
54.0
60.0
59.0
62.2
72.6
60.6
59.2

(%)
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IV-4 Efforts for Human Rights

A Promoting outreach and collaboration with
business partners

Specific HRDD initiatives in relationships with business partners (selected excerpts)

Require compliance with own human rights and procurement policies / Compliance with supplier's policies, etc

B Explanation of policy on human rights issues (Electronic parts & devices)

B Explain CSR procurement policy and obtain written consent (Electrical equipment)

B Suppliers are provided with purchasing guidelines that include items related to human rights, and are asked to give consideration to human rights
(Utilities)

B Both our company and partners are made aware of the “Basic Human Rights Policy” through a handbook (General machinery)

B The code of conduct based on the customer's human rights policy is communicated internally and awareness-raising activities are conducted to
ensure compliance in all workplaces (Car parts)

Understand the status of human rights risks and response to . :
. . Reflection on business and contracts
human rights of business partners

B Confirmation of the status of human rights initiatives through supplier B Contract signed with a clause on respect for human rights included
questionnaires (Rubber products) in the contract (Trade and wholesale)

B Conduct questionnaires to suppliers, and if the results indicate a high B Demanding compliance from suppliers when concluding contract
risk, conducting on-site inspections and corrective discussions (Other clauses and individual contracts (Construction)
manufacturing) B Inthe "Terms and Conditions" section of the request for quotation,

B Conduct questionnaires to ascertain the actual status of suppliers state that the company's human rights policy is a prerequisite for
(Trade and wholesale) approval (Construction)

B Conduct periodic surveys and inspections of suppliers (Medical B Limited to transactions with firms that establish and practice a
products & cosmetics) production environment that does not violate the spirit of fair trade,

B Audits and questionnaires on working environment at production sites etc. (Electrical equipment)

(Trade and wholesale)

m B Enlightenment and information communication on human rights (Construction) / exchange of information (Chemicals) / periodic mutual
confirmation (Electronic parts & devices)
B Build equal relationships with business partners based on mutual understanding (Construction) / Always deal with them as partners, not
horizontally or vertically (Textiles)
B Ensure adequate workforce (Transport) / Strictly manage overtime work (Textiles) / Do not request short delivery times, etc. (Textiles) / Do
not accept excessive or aggressive discounting or delivery date negotiations in order to protect the economic or labor environment for
producers and transportation chains (Retail)

Note: Of the 529 firms that responded to the question, some of the responses from those firms implementing
HRDD (165 firms) are excerpted.
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After reading this report, please fill out the questionnaire
(Japanese, takes about 1 minute).

https://www.jetro.go.jp/form5/pub/ora2/20230045

[Report version] FY 2023 | Overseas Business Survey
Survey on the International Operations of Japanese Firms

e 03-3582-5177
Japan External Trade Organization
(JETRO) @ . _
Research Department ori@jetro.go.jp

International Economy Division =107-6006
0 6F ARK Mori Building, 1-12-32 Akasaka,

Minato-ku, Tokyo

m Note: Figures may not sum up to the total due to the fractional units.

m Disclaimer of liability: Responsibility for any decisions made based on or in relation to the information provided in this report shall
rest sorely on the reader. Although JETRO strives to provide accurate information, JETRO will not be responsible for any loss or
damages incurred by readers thorough the use of such information in any manner.

[Reproduction without permission is prohibited.]
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