FY 2024 Survey on the International Operations
of Japanese Firms
-JETRO Overseas Business Survey-

March 2025

Research & Analysis Department
Japan External Trade Organization (JETRO)

Ea



Introduction

In recent years, overseas markets have become increasingly important to Japanese
firms. In light of this, the present survey analyzed trends related to Japanese firms’
overseas business development, including trade, e-commerce (EC), overseas bases,
procurement of materials and parts, employment of foreign personnel, human rights
and environmental efforts.

This is the survey’s 23rd edition, which began in 2002 targeting JETRO Members
(firms registered with JETRO's membership service). From 2011, JETRO has been
targeting non-members (who have utilized our services) to answer this survey. For
this edition, JETRO sent questionnaires to 9,441 Japanese firms (including 3,321
JETRO Members and 6,120 non-members) from November to December 2024, and
received answers back from 3,162 firms (valid response rate: 33.5%).

We would like to take this opportunity to thank the firms that participated in the
survey. We hope that this report will be helpful to Japanese firms in planning their
strategies for overseas business development.

This survey was partially outsourced to Transbird Inc.
March 2025
Japan External Trade Organization (JETRO)
Research & Analysis Department
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1 | About This Survey

1.Target

The FY2024 survey targeted a total of 9,441 firms
headquartered in Japan with interest in overseas business.

They include 3,321 JETRO member firms and 6,120 firms that
have used JETRO services.

*This survey has been conducted annually since FY2002,
marking now its 23rd edition. The survey was initially conducted
only for JETRO member firms, but its coverage was expanded in
FY2011 to include non-JETRO member firms.

2.Topics

(1) Overview of Respondent Firms

(2) Outlook of Overseas Businesses
(3) Trade

(4) Procurement

(5) Overseas Expansion

(6) Highly Skilled Foreign Professionals

(7) Efforts for The Environment and Human Rights

3. Survey method
The survey was conducted in both online and mail formats.

4. Period
November 6, 2024 - December 6, 2024

5. Responses
Valid responses: 3,162 companies (including 1,109 JETRO members)

Valid response rate: 33.5%.

Profile of Respondent Firms (Overall, Industry, Firm Size)

! - No. of | Share
Overall, Industry, Firm Size (%)

Total 3,162: 100.0
Manufacturing 1,870 59.1
Food & beverages 597 18.9
Textiles/clothing 102 3.2
Wood/furniture/paper & pulp 62 2.0
Chemicals 78 2.5
Medical products & cosmetics 54 1.7
Petroleum/plastics/rubber 79 2.5
Ceramics/earth & stone 25 0.8
Iron & steel/non-ferrous metals/metal 177 56
products
General machinery 118 3.7
Electrical equipment 94 3.0
IT equipment/electronic parts & devices 55 1.7
Cars/car parts/transportation machinery 88 2.8
Precision equipment 78 2.5
Other manufacturing 263 8.3
Non-manufacturing 1,292 40.9
Trade & wholesale 654 20.7
Retail 109 3.4
Construction 89 2.8
Transport 57 1.8
Finance & insurance 51 1.6
Communication/information & software 83 2.6
Professional services 59 1.9
Other non-manufacturing 190 6.0
Large firms 461 14.6
L_arge _ﬁrms (excluding leading medium- 112 3.5
sized firms)
Leading medium-sized firms 349 11.0
Small and medium-sized enterprises (SMES) 2,701 85.4
SMEs (excluding micro-businesses) 981 31.0
Micro-businesses 1,720 54.4

Copyright © 2025 JETRO. All rights reserved.| 4



Profile of Respondent Firms

2 N OtES (by Overseas Business Status / Location)

1. Percentages shown in charts and diagrams in this report ™ol 3,162 100.0
are rounded off and therefore totals do not necessarily Exporting firms 2,462 77.9
add up to 100%. Firms with overseas bases 1,111 35.1
2. The "Overseas Business Situation" is as follows Importing firms 1,417 44.8
"Exporting firms": Direct or indirect exports. Domestic firms 260 8.2
"Importing firms": Importing firms. Hokkaido 71 2.2
"Firms with overseas bases”: Firms with overseas Tohoku 155 4.9
bases (excluding distributors). _ Kanto/Koshinetsu 1,385 43.8
Domestic firms": Not conducting overseas business. SCUET 311 9.8
3. Definitions of large firms, SMEs, etc. are as follows : Hokuriku 112 35
Kansai 591 18.7
Chugoku 174 5.5
Shikoku 135 4.3
Kyushu/Okinawa 228 7.2
Classification Manufacturing / Other Wholesale Retail Services
Large firms Firms other than SMEs Firms other than SMEs Firms other than SMEs Firms other than SMEs
LA 705 fi her than leadi fi her th fi her th f her th
(excluding leading Largg irms ot _ert an leading Larg_e irms ot grt an Larg_e irms ot grt an Largg irms ot t_art an
X : ' medium-sized firms medium-sized firms medium-sized firms medium-sized firms
medium-sized firms)
Leading medium-sized <300 million to >1 billion yen ;;nOOO:ﬁ|II|on to >300 million ;eSnO rclwrllllon to >300 million ;eSnO gﬂrllllon to >300 million
firms <300 to >3,000 employees <100 to >1,000 employees <50 to >1,000 employees <100 to >1,000 employees
Small and medium-sized >300 million yen, or >100 million yen, or >50 million yen, or >50 million yen, or
enterprises (SMEs) >300 employees >100 employees >50 employees >100 employees
S(Zlfsludin micro- SMEs other than micro- SMEs other than micro- SMEs other than micro- SMEs other than micro-
. 9 businesses businesses businesses businesses
businesses)
Micro-businesses >50 million yen, or >10 million yen, or >10 million yen, or >10 million yen, or
>20 employees >5 employees or less >5 employees >5 employees

Note: *The definitions of “large firms” and “SMEs” in the larger classification are based on the Small and Medium-sized Enterprise Basic Act.
Others are defined by JETRO.
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[Manufacturing]

Food & beverages

Food & beverages

Textiles

Clothing

Textiles/clothing

Cars

Car parts

Wood and wood
products
(excluding furniture)

Furniture & building
materials

Paper & pulp

Wood/furniture/paper & pulp

Other transportation
machinery

Cars/car parts/
transportation
machinery

List of Industry Names Used in The Report

[Non-manufacturing]

Trade & wholesale

Trade & wholesale

Precision equipment
(including medical
devices)

Precision equipment

Retail Retail
Construction Construction
Transport Transport

Finance & insurance

Finance & insurance

Other manufacturing

Other manufacturing

Communication

Chemicals

Chemicals

Medical products &
cosmetics

Medical products & cosmetics

Coal & petroleum
products

Plastics

Rubber products

Petroleum/plastics/rubber

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

IT equipment

Electronic parts &
devices

IT equipment/electronic
parts & devices

Information &
software

Communication/
information & software

Professional services
(Consulting, legal,
etc.)

Professional services

Mining

Utilities

Agriculture/forestry/
fishery

Printing & related
industry

Real estate

Dining/lodging
facilities

Medical/welfare

Other Services
(Travel,
entertainment, etc.)

Other non-
manufacturing

Other non-
manufacturing
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I. Overview of Respondent Firms

1 | Current Trade Conditions

Firms With International Trade Operation (Overall, Industry, Firm Size) (%)

: . Currently Not Currently Currently
Overall, Industry, Firm Size . Only . . Only
_ Exporting Exporting Exporting Importing Importing

Overall (n=3,162) 77.9 39.1 22.1 44.8 6.0
Manufacturing (n=1,870) 86.8 44.0 13.2 47.2 4.4
Food & beverages (n=597) 90.8 69.3 9.2 24.0 2.5
Textiles/clothing (n=102) 84.3 42.2 15.7 50.0 7.8
Wood/furniture/paper & pulp (n=62) 87.1 50.0 12.9 41.9 4.8
Chemicals (n=78) 96.2 29.5 3.8 67.9 1.3
Medical products & cosmetics (n=54) 85.2 33.3 14.8 51.9 0.0
Petroleum/plastics/rubber (n=79) 81.0 29.1 19.0 59.5 7.6
Ceramics/earth & stone (n=25) 68.0 16.0 32.0 72.0 20.0
%ronltét;)teel/non-ferrous metals/metal products 82.5 31.6 17.5 57.1 6.2
n=

General machinery (n=118) 90.7 31.4 9.3 62.7 3.4
Electrical equipment (n=94) 86.2 26.6 13.8 67.0 7.4

IT equipment/electronic parts & devices (n=55) 89.1 30.9 10.9 60.0 1.8
Cars/car parts/transportation machinery (n=88) 81.8 23.9 18.2 61.4 3.4
Precision equipment (n=78) 91.0 33.3 9.0 59.0 1.3
Other manufacturing (n=263) 81.4 32.3 18.6 55.5 6.5
Non-manufacturing (n=1,292) 64.9 32.0 35.1 41.3 8.4
Trade & wholesale (n=654) 84.7 33.2 15.3 62.2 10.7
Retail (n=109) 75.2 51.4 24.8 31.2 7.3
Construction (n=89) 32.6 19.1 67.4 27.0 13.5
Transport (n=57) 38.6 22.8 61.4 19.3 3.5
Finance & insurance (n=51) 2.0 2.0 98.0 3.9 3.9
Communication/information & software (n=83) 55.4 42.2 44.6 14.5 1.2
Professional services (n=59) 27.1 22.0 72.9 6.8 1.7
Other non-manufacturing (n=190) 46.3 32.1 53.7 21.1 6.8
Large firms (n=461) 67.5 15.2 32.5 56.4 4.1
SMEs (n=2,701) 79.6 43.2 20.4 42.8 6.4

Note: 1) "n" is the total number of firms responding 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 non-exporting firms excluded from the total number of
responding firms. 5) Firms that only import are those that import but do not export. Copyright © 2025 JETRO. All rights reserved.



I. Overview of Respondent Firms

2 | Current Overseas Operations

Overseas Offices (Overall, Industry, Firm Size) Countries and Regions Where Overseas Offices Are Located
I I Il e —
Overall (n=3,162) 35.1 64.9 .
Manufacturing (n=1,870) 35.7 64.3 Thailand - SEG_——— 35.6
Food & beverages (n=597) 14.4 85.6 US I 35,1
Textiles/clothing (n=102) 27.5 72.5 Vietnam I 00 D
Wood/furniture/paper & pulp (n=62) 25.8 74.2
Chemicals (n=78) 57.7 42.3 EU H——— 21.8
Medical products & cosmetics (n=54) 33.3 66.7 Indonesia I 01.1
Petroleum/plastics/rubber (n=79) 43.0 57.0 Taiwan IS 1O O
Ceramics/earth & stone (n=25) 40.0 60.0 .
Iron & steel/non-ferrous metals/metal products 52.5 475 Singapore NSNS 18.3
(n=177) South Korea IE— 15.7
General machinery (n=118) 61.0 39.0
Electrical equipment (n=94) 50.0 50.0 India M 14.9
IT equipment/electronic parts & devices (n=55) 50.9 49.1 Hong Kong NN 14.8
Cars/car parts/transportation machinery (n=88) 73.9 26.1 .
Precision equipment (n=78) 43.6 56.4 Malaysia IS 13.8
Other manufacturing (n=263) 34.6 65.4 Philippines mmmm 12.0
Non-manufacturing (n=1,292) 34.4 65.6 United Kingdom I 9.5
Trade & wholesale (n=654) 33.6 66.4 .
Retail (n=109) 19.3 80.7 Mexico I 9.0
Construction (n=89) 47.2 52.8 Other Asia and Oceania I 8.7
Transport (n=57) 52.6 47.4 Middle East /Africa mmmm 7.2
Finance & insurance (n=51) 41.2 58.8
Communication/information & software (n=83) 33.7 66.3 Other North/Latin America . 5.9
Professional services (r.1=59) 37.3 62.7 Russia/CIS EE 3.7 (Multiple responses, %)
Other non-manufacturing (n=190) 31.6 68.4 Other Europe W 2.0
Large firms (n=461) 79.6 20.4
Larg.e ﬂrm.s (ex.cludlng medium firms) (n=112) 97.3 2.7 Notes: 1) Th%ogegggﬁggﬁfﬁr;slé?e those who currently have overseas offices
Medium-sized firms (n=349) 73.9 26.1 (1,111 firms). 2)“Other Asia and Oceania” refers to Asia/Pacific countries and
SMEs (n=2,701) 27.5 72.5 regions other than China, Hong Kong, Taiwan, South Korea, Singapore, Thailand,
SMEs (excluding small firms) (n=981) 42.5 57.5 Malaysia, Indonesia, the Philippines, Vietnam, and India. “Other North/Latin
Sl frms (1=1,720)
Notes: 1) "n" is the total number of firms that responded to this survey. other than the EU member states and the U.K.
2) Agents are not included in overseas offices. Copyright © 2025 JETRO. All rights reserved.| O



I. Overview of Respondent Firms

3 | Overseas Sales as a Percentage of Total Sales

71 -
80%
24

Overseas Sales Ratio in FY2024 (Overall, Industry, Size)

. 11 - 21 - 51 -
Overall, Industry, Size
7.2 3.3

(%)

Overall (n=2,706) 19.9 26.0 13.7 10.7 4.9 3.1 2.8 15 2.9 1.7
Manufacturing (n=1,700) 18.2 26.8 14.3 11.8 8.2 5.4 35 4.1 2.9 1.9 1.1 0.6 1.3
Food & beverages (n=551) 23.0 37.0 16.7 9.8 5.1 2.7 1.1 15 0.9 0.7 0.2 0.4 0.9
Textiles/clothing (n=95) 18.9 32.6 15.8 11.6 8.4 3.2 5.3 3.2 1.1 0.0 0.0 0.0 0.0
Wood/furniture/paper & pulp (n=55) 34.5 27.3 12.7 9.1 3.6 3.6 3.6 0.0 0.0 3.6 0.0 0.0 1.8
Chemicals (n=75) 4.0 14.7 16.0 17.3 10.7 9.3 8.0 10.7 5.3 1.3 0.0 0.0 2.7
Medical products & cosmetics (n=47) 19.1 29.8 27.7 6.4 4.3 0.0 4.3 2.1 4.3 0.0 2.1 0.0 0.0
Petroleum/plastics/rubber (n=71) 23.9 15.5 4.2 18.3 19.7 2.8 4.2 5.6 1.4 0.0 1.4 0.0 2.8
Ceramics/earth & stone (n=19) 5.3 31.6 5.3 211 15.8 5.3 0.0 0.0 0.0 10.5 0.0 0.0 5.3
Iron & steel/non-ferrous metals/metal products (n=158) 17.7 25.3 11.4 10.1 10.1 8.2 4.4 2.5 3.8 2.5 2.5 0.0 1.3
General machinery (n=111) 8.1 20.7 135 17.1 9.0 9.0 3.6 5.4 5.4 0.9 4.5 1.8 0.9
Electrical equipment (n=86) 18.6 19.8 105 12.8 12.8 8.1 2.3 35 35 2.3 2.3 2.3 1.2

IT equipment/electronic parts & devices (n=51) 5.9 21.6 7.8 7.8 15.7 9.8 2.0 11.8 7.8 7.8 2.0 0.0 0.0
Cars/car parts/transportation machinery (n=84) 11.9 11.9 10.7 14.3 3.6 6.0 11.9 9.5 9.5 4.8 0.0 2.4 3.6
Precision equipment (n=73) 11.0 17.8 151 13.7 8.2 9.6 4.1 8.2 55 4.1 2.7 0.0 0.0
Other manufacturing (n=224) 18.8 21.9 15.2 11.2 8.9 6.7 3.6 5.4 2.7 2.2 0.4 1.3 1.8
Non-manufacturing (n=1,006) 22.7 24.8 12.7 8.8 55 4.0 2.4 2.0 2.5 34 2.2 6.8 24
Trade & wholesale (n=574) 14.1 24.2 11.7 10.8 6.8 4.9 2.3 2.6 3.7 4.2 3.0 10.3 1.6
Retail (n=89) 39.3 19.1 11.2 10.1 3.4 2.2 3.4 0.0 2.2 2.2 11 2.2 3.4
Construction (n=59) 42.4 30.5 16.9 6.8 1.7 1.7 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Transport (n=41) 17.1 19.5 9.8 12.2 9.8 7.3 4.9 2.4 0.0 4.9 24 4.9 4.9
Finance & insurance (n=21) 47.6 9.5 4.8 4.8 0.0 0.0 4.8 0.0 0.0 4.8 0.0 0.0 23.8
Communication/information & software (n=62) 29.0 32.3 194 4.8 1.6 3.2 1.6 0.0 1.6 1.6 3.2 0.0 1.6
Professional services (n=36) 27.8 19.4 194 5.6 5.6 5.6 2.8 2.8 0.0 2.8 0.0 5.6 2.8
Other non-manufacturing (n=124) 33.9 30.6 13.7 2.4 4.0 1.6 2.4 2.4 0.8 2.4 0.8 2.4 2.4
Large firms (n=416) 14.7 20.7 12.3 11.3 6.7 7.5 5.5 7.0 4.3 3.6 2.2 0.5 3.8
SMEs (n=2,290) 20.8 27.0 14.0 10.6 7.2 4.4 2.6 2.6 25 2.2 14 3.4 1.3

Note: (1) "n" is the number of firms exporting or with overseas bases. (2) In principle, sales based on exports are classified as overseas sales.
(3) Shaded areas indicate response rates of 25% or higher. Copyright © 2025 JETRO. Al rights reserved. | 10
s



I. Overview of Respondent Firms

4 More than 50% of Firms Expect to Increase
Overseas Sales in FY2025

m 56.8% of firms expect their_overseas sales to “increase” in FY2025 compared to the previous fiscal year. The figure is
7.8 points higher than the percentage for the domestic market. Particularly, in the manufacturing industry, the percentage of
companies expecting an increase in overseas sales was high. Over 60% of firms in the medical products & cosmetics,
food & beverages, chemicals, and retail industries, expect sales increase in the overseas market. Cars/car parts/
transportation equipment was the only industry with less than 40% of respondents expecting an "increase."

Estimated Increase/Decrease in Domestic and Overseas Sales in FY2025 (vs. Previous Year)

Domestic (%)

mincrease ®Nochange ®Decrease

Top 5 industries with the highest percentage of
"Overseas sales increase”

Medical products & cosmetics (n=46) 8.7
Food & beverages (n=539) 11.5
chemicais (n=74) || GG

FY2025 (n=2,631) 6.8 28.4 14.8 Professional services (n=34) 8.8

Bottom 5 industries with the smaller percentage of
"Overseas sales increase"

17.7

IT equipment/electronic parts & devices

Overseas sales (n=1,657) 58.9 27.5 13.6 (n=50) 50.0 34.0 16.0
General machinery (n=109) 48.6 36.7 14.7
Non-Mfg
Transport (n=40) 475 30.0 22.5
Domestic sales (n=1,247) 49.7 33.8 16.4
Electrical equipment (n=84) 46.4 31.0 22.6
Overseas sales (n=974) 53.3 29.8 16.9 Cars/car - i
parts/transportation machinery
(n=79) 36.7 43.0 20.3

Note: “n” is the number of firms that responded. Overseas "n" is the number of firms with exporting firms or with overseas bases.
The "FY2024" figure is based on the results of the previous survey of Japanese firms' overseas business development (FY2023). Copyriaht © 2025 JETRO. Allrights reserved. | 11




II. Outlook for Overseas Business:
(1) Trade

- Record high respondents consider
the U.S. as the most important export destination -
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II-1. Trade

1 ' 50% of Exporters Increase Exports

m 50% of exporters said their export volumes in 2024 would “increase” from 2023.

m More than 60% of firms indicating their exports had “decreased” (17.6%) cited declining demand in exporting firms'
destination markets as a reason. “Decrease in price competitiveness due to rising raw material costs" and "intensifying
competition from other companies' products” also ranked high.

Export Outlook in 2024 (Year-on-Year Change, Volume Basis) Factors Behind the Decrease in Exports (Multiple Answers)

(%) 0 20 40 60 8o (%)

. . 65.3
Decrease indemand in [0S, .

destination countries/regions

62.1
Decrease, o
17.6 Decrease in price - 30.9
. competitiveness due to rising 26.7
raw material costs 316
Intensifying competition from 2%%-5
Increase, _ other companies' products 218
(n=2,425)
50.0 : 16.9
Regulatory changes in export 0.0
destinations 163
14.5
Other 1132 m Overall (n=427)
m Large firms (n=60
Decrease in price 10.1 J (n=60)
competitiveness due to higher 6.7 SMEs (n=367)
energy costs for manufacturing 10.6
Note: “n” is the number of firms that exported directly by themselves or indirectly Note: “n” is the number of exporting firms that expected a "Decrease".

through other companies, excluding those that did not respond. Copyright © 2025 JETRO. All rights reserved.| 13




II-1. Trade

2 | More than Half in Manufacturing Expect Increases

Export Outlook for 2024 (By Industry)

(%)
I e
Overall 2,425 50.0 32.4 17.6
Manufacturing 1,601 51.5 325 16.0
Food & beverages 536 62.5 26.5 11.0
Textiles/clothing 84 52.4 27.4 20.2
Wood/furniture/paper & pulp 53 50.9 30.2 18.9
Chemicals 75 56.0 30.7 13.3
Medical products & cosmetics 45 62.2 31.1 6.7
Petroleum/plastics/rubber 62 32.3 46.8 21.0
Ceramics/earth & stone 16 37.5 43.8 18.8

Iron & steel/non-ferrous metals/metal products 144 40.3 37.5 22.2
General machinery 107 36.4 43.0 20.6
Electrical equipment 79 43.0 39.2 17.7

IT equipment/electronic parts & devices 47 40.4 36.2 234
Cars/car parts/transportation machinery 69 29.0 39.1 31.9
Precision equipment 71 47.9 42.3 9.9

Other manufacturing 213 554 29.1 15.5
Non-manufacturing 824 47.1 32.2 20.8
Trade & wholesale 547 46.1 31.6 22.3

Retail 81 54.3 30.9 14.8
Construction 28 28.6 53.6 17.9
Transport 21 33.3 33.3 33.3
Communication/information & software 43 58.1 27.9 14.0
Professional services 16 56.3 25.0 18.8

Other non-manufacturing 87 48.3 33.3 184

Note: 1) “n” is the number of firms that export directly by themselves or indirectly through other companies, and responded to the “Exporting firms outlook” question, excluding

firms with n = less than 10. 2) Shaded areas indicate response rates of 50% or more.
Copyright © 2025 JETRO. Al rights reserved.| 14



II-1. Trade

3 | The U.S. Is the Most Important Export Destination

m The U.S. topped the list as the most important export destination with 25.8% of responses. This is the highest
percentage since 2016, when comparisons began, further widening the gap with China.

m  When restricted to firms that responded consecutively from the previous year's survey, the U.S. increased by 3.3 points and
China decreased by 4.0 points.

Top Priority in Export Shiftin Top Priority
(Top 6, Time Series) (Only for Consecutive Respondents)
(%) 0 20 (%)
35
22.6
U R 25 0
30
, 17.7
US, 25.8 Chine | 13 7
25 9.1
EU s o3
20 Taiwan e 7%
ASEAN, 21.4 :
China, 14.8 i 7.5
15 Vienam e 773
: 5.7
.- Thatland - e 4
10 P = —— = —AEUOS - 6o
ol % X ndia 5o
5 daiwan, 7.7 a0 2023(n=1,127)
" _ Hong Kong g’
India, 5.5 ' m 2024 (n=1,157)
0 Indonesia 3.5
2018 2020 2021 2022 2023 2024 B 33

(n=2,105) (n=1,760) (n=1,242) (n=1,769) (n=2,179) (n=2,307)

Note: 1) No survey was conducted in 2019 with the same questions. 2) For 2018-2021, the ~ Note: 1) Only the top 9 countries/regions. 2) Number of firms in each year are
EU is "Western Europe.(excluding the U.K.)". 3) Excludes firms that did not respond. different. 3) Excludes firms that did not respccc))qu‘.ght © 2025 JETRO. All rights reserved.| 15



II-1. Trade

4 | For Cars and Food, the U.S. Market Is the Most Important

m In the food & beverages and cars & car parts industries, a noticeably high percentage of export firms selected the

“U.S.” as their most important destination, while the percentage of firms selecting "China" was low, at less than 10%.

m In IT equipment/electronic parts & devices, chemicals, and medical products & cosmetics industries, around 30% of firms choose

"China."

Top Priority in Exports (Respondents Who Selected the U.S., China, and ASEAN, by Industry)

Percentage of respondents
who selected the U.S.

(%) 0 20 40

Percentage of respondents
who selected China

Food & beveraaes (n =508)
Cars/ Car
parts/Transpagrtation
equipment (n =65)

38.0
35.4

IT equipment/electronic
parts & devices (n =45)

Chemicals (n =75)

Precision equipment (n
=66)

Communication/informati

on &software (n =43)

Other manufacturing (n
=209)

Average of all industries

(n=2,307)

Medical products &
cosmetics (n =45)
Trade & wholesale (n
=516)
Petroleum/plastics/rubber
(n =62)

Construction (n =27)

Transport (n =20)

Note: The top five and bottom five industries are listed in descending order of the percentage of respondents who selected the U.S.,

30.3
30.2
29.2

17.8
16.9
12.9

=
'
= J

10.0

Medical products &
cosmetics (n =45)

Electrical equipment (n
=75)

(%) o 20
35.6
28.9
24.0
21.3

Textiles/clothing (n =80)

Average of all industries
(n=2,307)

Transport (n =20)

Percentage of respondents
who selected ASEAN

(%)

0 20 40

Construction (n =27)

Communication/information &
software (n =43)

30

Carg/ Car
PR

Food & beverages (n
=508)

Construction (n =27)

Communication/informatio
n & software (n =43)

China, and ASEAN as their most important export destinations, excluding those with less than 20 companies.

Other non-manufacturing (n
=78)

Iron & steel/non-ferrous

metals/metal products (n =130)

General machinery (n =104)

Average of all industries
(n=2,307)

Food & beverages (n =508)

IT equipment/electronic parts
& devices (n =45)

Transport (n =20)
Chemicals (n =75)

Textiles/clothing (n =80)

Copyright © 2025 JETRO. All rights reserved.

28

26.2

l
N .
N

5.0

. 6.3

10



II-1. Trade

5 | The U.S. Tops Both Manufacturing and Non-manufacturing

m By industry, around 40% of firms in the food & beverages and professional services industries indicated the U.S. as
their most important export destination in the future.

m The EU accounted for the largest share of responses in textiles, clothing, and petroleum, plastics, and rubber.
Top Priority in Export Destinations (By Major Country/Region x Industry)

No.of us China EU Taiwan | Vietnam | Thailand India [H

compa

nier) (n=595) | (n=341) | (n=229) | (n=177) | (n=146) | (n=135) | (n=126)
9.9 7.7 6.3 5.9

(n=101)
5.5 4.4 3.0 2.9 21.4
3.9

Overall 2,307 25.8 14.8 . . . .

Manufacturing 1,527 29.1 14.7 11.0 7.5 5.2 5.7 54 . 3.2 2.9 19.4
Food & beverages 508 38.0 8.3 9.3 9.8 4.1 3.0 1.0 8.3 5.7 2.2 16.9
Textiles/clothing 80 21.3 21.3 27.5 13.8 3.8 2.5 1.3 2.5 0.0 0.0 6.3
Wood/furniture/paper & pulp 50 24.0 14.0 10.0 14.0 4.0 6.0 2.0 6.0 4.0 2.0 18.0
Chemicals 75 20.0 29.3 14.7 6.7 4.0 4.0 9.3 1.3 2.7 2.7 13.3
Medical products & cosmetics 45 17.8 28.9 8.9 13.3 13.3 6.7 2.2 2.2 2.2 0.0 22.2
Petroleum/plastics/rubber 62 12.9 16.1 16.1 6.5 9.7 3.2 9.7 0.0 0.0 3.2 22.6
:or?on dﬁ‘cf;ee" non-ferous metalsimetal 135 195 169 108 5.4 5.4 108  13.1 0.0 23 38| 262
General machinery 104 27.9 13.5 6.7 2.9 8.7 8.7 154 0.0 1.9 3.8 25.0
Electrical equipment 75 25.3 24.0 8.0 4.0 5.3 2.7 6.7 1.3 5.3 4.0 22.7
IT equipment/electronic parts & devices 45 24.4 35.6 6.7 4.4 0.0 6.7 2.2 2.2 2.2 6.7 15.6
CoTmIEEl PR e e 1o 65 354 9.2 6.2 4.6 15 92 108 0.0 0.0 3.1 20.0
machinery
Precision equipment 66 30.3 15.2 10.6 3.0 4.5 4.5 7.6 0.0 1.5 9.1 22.7
Other manufacturing 209 29.2 12.4 12.9 5.3 6.7 10.0 4.8 3.8 1.9 2.9 23.4

Non-manufacturing 780 19.2 14.9 7.8 7.9 8.5 6.2 55 54 2.7 2.7 25.3
Trade & wholesale 516 16.9 17.4 7.8 6.8 9.3 6.0 6.4 6.0 2.9 2.1 25.0
Retail 79 25.3 10.1 10.1 11.4 2.5 6.3 1.3 7.6 51 1.3 17.7
Construction 27 11.1 7.4 3.7 3.7 14.8 14.8 3.7 3.7 0.0 3.7 44.4
Transport 20 10.0 10.0 15.0 15.0 5.0 0.0 15.0 0.0 5.0 0.0 15.0
Communication/information & software 43 30.2 7.0 2.3 4.7 4.7 11.6 7.0 4.7 0.0 4.7 30.2
Professional services 16 43.8 0.0 6.3 0.0 6.3 6.3 6.3 0.0 0.0 6.3 25.0
Other non-manufacturing 78 23.1 14.1 9.0 15.4 10.3 2.6 1.3 2.6 1.3 6.4 28.2

Note: 1) Excluding firms that did not respond (e.g. with. less than 20 firms). 2) ASEAN is calculated by adding up the number of responses from Vietnam, Thailand,
Singapore, Indonesia, the Philippines, and Malaysia. 3) Shaded area is the highest share for each industry. Copyright © 2025 JETRO. Al rights reserved.| 17



II-1. Trade

6 For Reason for Selecting Export Destinations,
“Diversification of Sales Destinations” Surged

m In terms of reasons for selecting the most important export destination, more than 80% of firms responded, “growing local
market demand”. This was followed by "diversification of sales destinations" (26.4%), up 6.8 points from previous

year.

Reasons for Top Priority in Export Destinations
(Multiple responses, %)
0 20 40 60 80

Growing local market demand f

Diversification of sales destinations 20.0

Import and sales support for export M g?
destinations :

Less protectionist policies and B 3‘}-0
regulations

Export Support Measures by the W 3.3
Japanese Government

Deregulation in destination B 2301
countries/regions : m Overall (n=2,302)

Large firms (n=295)

\l

Abundant institutional incentives 1 14
such as FTAs )

[EY

SMEs (n=2,007)

116
Low risk of supply chain disruptions 2.4

Note: (n in both figures) Exporting firms that identified their most important countries/regions in the future

(excluding those that did not respond).

Top Priority in Export Destinations
(Top 2 Items, vs. Previous Year)

(Multiple responses, %)
0 20 40 60 80 100

Growing local market 86.6
demand 82.1

Diversification of sales
destinations

19.6 ® 2023 (n=2,171)
6.4 m2024 (n=2,302)

Top Priority in Export Destinations

(Major Countries/Regions)
(Multiple responses, %)

g6 82.187.7 912 m US (n =595) China (n =341)

80 72. Vietnam (n =146) Thailand (n =135)
® |ndia (n =126)
60
40 29.9 32.2 311
' o1 27.0 16.4 13.3
. 13.6 13.3 8.9

20 I 3 48 5288 5.6

0 .) - . =

Growing local Diversification of Low geopolitical Other
market demand sales risk
destinations

Copyright © 2025 JETRO. All rights reserved.| 18




II- (2) Electronic Commerce (EC)

- 40% of firms are willing to expand their use of EC -
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Il -2. Electronic Commerce (EC)

1  40% of Firms Have Experience Using EC

m The percentage of firms that have used EC domestically or abroad is 41.1% (including opening stores and
selling through intermediaries). 40.9% responded that they will expand their use of EC in the future. After having
peaked in FY2021 (49.6%), the percentage continues to level off.

m By number, SMEs outnumbered large firms in both "Experienced using EC" and "Planning to expand EC usage."

EC Usage (Overall, by Year) EC Usage (2024, by Number of Firms)
0 20 40 60 (%) 0 20 40 60(%)
|
Experienced using EC : - I 34.9
P 9 T Experienced using EC 422
1

Planning to expand EC I 315
Planning to expand EC usage = 405

usage e —— 7.0
To further expand EC Se——
usage mz To further expand EC usage e 222§7
o — mFY2020 (n=2,722)
To maintain the status quo ' To maintain the status quo M 117
137 FY2021 (n=1,745) 41
To reduce EC usage | 22 FY2022 (n=3,118) To reduce EC usage | 0-245
oy E— = FY2023 (n=3,196)
Considering EC usage ' Considering EC usage . 8.7
—— 15.7 mFY2024 (n=3,162) 168

Not considering EC usage Not considering EC usage 34.9 52.1

e — 37 .4
-

Not currently using EC ; 111
y g -4 Not currently using EC 16
|

m Large firms (n=461)
No response No response d 13'3

1.7 4 SMEs (n=2,701)

Note: 1) “n” is the total number of responses. 2) “Expanding use” is the sum of "planning to further expand" among those using EC and "considering future use” among those
who are not using EC. Copyright ® 2025 JETRO. Al rights reserved.| 20



Il -2. Electronic Commerce (EC)

2 | EC Usage Rate Exceeds 60% for Retail, etc.

m  The percentage of respondents who "have used EC" exceeded 60% in the Retail category, the highest among all

industries.
EC Usage (By Industry) %)
Experience of EC usage Never used, | Never used | Have used,
but and not but not \[o)
Maintain considering | considering currently Answer
to use to use using
Overall 3,162 41.1 25.2 13.7 2.2 15.7 37.4 4.1 1.7
Manufacturing 1,870 45.0 27.6 14.9 2.5 16.1 33.1 4.4 1.4
Food & beverages 597 55.9 36.0 16.9 3.0 18.4 20.6 4.0 1.0
Textiles/clothing 102 59.8 40.2 16.7 2.9 17.6 19.6 2.0 1.0
Wood/furniture/paper & pulp 62 61.3 38.7 17.7 4.8 16.1 12.9 8.1 1.6
Chemicals 78 42.3 20.5 20.5 1.3 12.8 44.9 - -
Medical products & cosmetics 54 59.3 37.0 16.7 5.6 111 18.5 9.3 1.9
Petroleum/plastics/rubber 79 39.2 20.3 17.7 1.3 17.7 36.7 3.8 2.5
Ceramics/earth & stone 25 36.0 28.0 4.0 4.0 16.0 48.0 - -
Iron & steel/non-ferrous metals/metal products 177 40.1 23.2 13.6 3.4 14.1 38.4 5.6 1.7
General machinery 118 23.7 13.6 8.5 1.7 17.8 50.0 7.6 0.8
Electrical equipment 94 35.1 20.2 12.8 2.1 14.9 44.7 4.3 1.1
IT equipment/electronic parts & devices 55 40.0 21.8 12.7 55 16.4 40.0 3.6 -
Cars/car parts/transportation machinery 88 19.3 8.0 10.2 1.1 9.1 60.2 5.7 5.7
Precision equipment 78 33.3 16.7 15.4 1.3 11.5 50.0 3.8 1.3
Other manufacturing 263 40.3 26.2 13.3 0.8 16.3 37.6 4.2 15
Non-manufacturing 1,292 35.6 21.8 12.1 1.7 15.0 43.7 3.6 2.2
Trade & wholesale 654 40.4 22.0 16.5 1.8 15.9 39.0 3.7 1.1
Retall 109 63.3 47.7 13.8 1.8 11.0 20.2 2.8 2.8
Construction 89 11.2 45 6.7 - 12.4 70.8 2.2 3.4
Transport 57 17.5 10.5 5.3 1.8 12.3 66.7 1.8 1.8
Finance & insurance 51 13.7 11.8 2.0 - 5.9 72.5 - 7.8
Communication/information & software 83 30.1 19.3 9.6 1.2 10.8 53.0 3.6 2.4
Professional services 59 18.6 15.3 3.4 - 20.3 61.0 - -
Other non-manufacturing 190 33.7 23.7 6.8 3.2 18.9 36.3 6.8 4.2
Note: 1) "n" is the total number of firms that responded to this survey. 2) Highlights indicates the industries that use EC at a rate of over 50%.
Copyright © 2025 JETRO. All rights reserved.| 21



Il -2. Electronic Commerce (EC)

3 More Than 60% of Respondents Use EC for Overseas
Sales (Including Those Considering It)

m Of the firms that responded that they use or are considering using EC, 66.4% responded that they are using or
considering using EC for international sales. Cross-border EC accounted for the highest percentage of specific
sales methods, at 43.0%.

m By firm size, more than 40% of large firms responded that they sell their products at their overseas offices. On the
other hand, more than 40% of SMEs answered that they use cross-border EC.

EC Usage (Time Series) EC Usage (2024, by Firm Size)
0 20 40 = 60 80 (Multiple responses, %)
0 20 40 60 80
' [ . R s
Japan Domestic sales Japan Domestic sales
I 69.0 69.1
Internat|0na.| Sales _ |nternat|ona| Sales
I 6.4 66.4
International sales from Japan E— International sales from Japan - 28.4
(Cross-border EC) (Cross-border EC) 44.9
I 43.0
Sales at overseas locations I Sales at overseas locations 20.2
2.7 '
Sales to overseas through Sales to overseas through [ 174
agencies — agencies 23.9
I 232
FY2020 (n=1,459) | 20
FY2021 (n=1,065) No response ' m Large firms (n=201)
No response B = FY2022 (n=1.659) 2.6 )
H26 FY2023 (n=2,001) SMEs (n=1,595)
®FY2024 (n=1,796)
Note: 1) "n” represents firms that have used EC or are considering using it (but not those who have stopped using it). 2) Firms that selected "International sales
Copyright © 2025 JETRO. All rights reserved.| 22
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II- (3) Overseas Expansion

- Willingness to expand overseas business
IS consistent with previous year -
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II-3. Overseas Expansion

1 Willingness to Expand Overseas Business Is
Consistent with Previous Year

m Regarding their overseas expansion policy over the next three years or so, 47.9% of firms that already have overseas
offices said they will "further expand," consistent with previous year (47.4%).

m  Among firms without overseas offices, the percentage of firms that “want new overseas offices” increased slightly from

previous year to 40.8%.

Future Overseas Expansion Policy

Firms That Already Have Overseas Offices

All firms
(n-055)
(n-726)
(n=1.201)
(=1.152)
(r=1.091)
Large firms
(n=377)
(n-361)
SMEs
0e775)
s
m Further expansion Maintain status quo
Downsize/withdrawal Other

Note: The value of “n” does not include firms with non-responses.

(%)
3514
3.20.8

9.221

9.91.3

6.4 1.6

5.6 2.1
5.0 3.0

9.40.9
7.11.0

Firms Without Overseas Offices

All firms (%)

Gl 386 512 M

(12987) 14.6

(ot 00) 40.9 51.0 8.1

(1738 13.1

(=1.98°) 9.8
Large firms

"eve 43.6 42.3 14.1

"t 41.6 49.4 9.0

SMEs

(1,650 13.0

(ot 896) 40.7 49.5 9.8

= New expansion ® No overseas expansion Other

Copyright © 2025 JETRO. All rights reserved.
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II-3. Overseas Expansion

2 | Future Overseas Expansion Policy (by Industry)

m  Of the firms with overseas offices, 11 industries, including transport, professional services, chemicals, and medical
products & cosmetics, accounted for more than half of the respondents planning to expand their overseas

operations.
Future Overseas Expansion Policy (By Industry)
Firms that already have overseas offices Firms without overseas offices
(%) (%)
m Manufacturing(n=655) INIEININFE:TEEEE 6.4 B Manufacturing(n=1172) INEZRIEIN Y -1 0.2
Food & beverages(n=84) TN 2.4 Food & beverages(n=501) INEVA-INNC-.7 .0
Textiles/clothing(n=28) YN 14.3 Textiles/clothing(n=73) I E: N 13.7
Wood/furniture/paper & pulp(n=16) ORI 6.3 Wood/furniture/paper & pulp(n=43) G- SN 1 1.6
Chemicals(n=45) NN W I 202 Chemicals(n=33) IEEIIINNC7 N 12.1
Medical products & cosmetics(n=18) [IINININING-SGWIE 5.6 Medical products & cosmetics(n=36) PN INS .3
Petroleum/plastics/rubber(n=33) I 12.1 Petroleum/plastics/rubber(n=43) VN 14.0
Ceramics/earth & stone(n=10) ININGNG-GCT N 10.0 Ceramics/earth & stone(n=14) INEEVANNEGELIEN 14.3
Iron & steel/non-ferrous metals*(n=90) NNy 7.8 Iron & steel/non-ferrous metals*(n=81) NEEINEYYW N 16.0
General machinery(n=72) IIINESWAE 2.8 General machinery(n=44) IETZNN Y Y2 15.9
Electrical equipment(n=46) ININEY.%EENEG 2.2 Electrical equipment(n=46) VAN 17.4
IT equipment/electronic parts & devices(n=28) IIIEEIcIEEE 7.1  IT equipment/electronic parts & devices(n=26) NS S8
Cars/car parts/transportation machinery(n=62) /- 12.9 Cars/car parts/transportation machinery(n=22) IEEIICINECZ-N 13.6
Precision equipment(n=34) ININIZYN I 2.9 Precision equipment(n=44) YNNG 13.6
Other manufacturing(n=89) NI 7.9 Other manufacturing(n=166) IEEEE TN o .6
m Non-manufacturing(n=436) NGNS 6.4 ® Non-manufacturing(n=813) FEZS NS Y S Fc I o . 2
Trade & wholesale(n=216) NN 6.5 Trade & wholesale(n=415) INEEN-NNNCT - IS . 7
Retail(n=21) YN 48 Retail(n=84) NN TS . 3
Construction(n=42) LWV 95 Construction(n=46) INNEyANE:TOON 13.0
cieeeni=<o8 700 | 6.7 Transport(n=26) IFICNI TS S
Finance & insurance(n=20) LN 50 Finance & insurance(n=28) IPATZ YN G . 6
Communication/information & software(n=28) IINCEN- N 14.3 Communication/information & software(n=54) IIEENNCE-NNEFEN-ENE 14.8
eS8 632 | 475 Professional services(n=36) INNEEICINNC- 6
Other non-manufacturing(n=57) NN 118 Other non-manufacturing(n=124) INZZZ NN 1 1.3
® Further expansion Maintain status quo m New expansion B NO overseas expansion Other
Downsize/withdrawl Other

Notes: 1)The value of “n” does not include firms with non-responses. 2)* : Iron & steel/non-ferrous metals/metal products

3) Shading indicates industries in which 50% or more of the respondents selected “Further expansion”.
I OEEOEREBRERRERERRRE
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II-3. Overseas Expansion

3 The U.S. Continues to Be the Top Destination for
Future Business Expansion

m The highest percentage of respondents continues planning to expand their overseas business to the U.S. (38.6%),
far ahead of China (24.9%), the second highest percentage.

m |n addition to the U.S., willingness to expand to China, EU, India, Taiwan, and Singapore, increased from last year.

Countries/Regions for Overseas Expansion (Top 10) Countries/Regions for Overseas Expansion (Others, FY2024)
(Multiple responses, %) (Multiple responses, %)
9 2|5 50 All firms Large firms SMEs
(n=1,243) (n=202) (n=1,041)
Y —— -
38.6 11 Malaysia 6.9 5.4 7.2
China ﬂ‘ 4.9 12 Hong Kong 6.4 35 7.0
] — 13 Middle East* 6.4 5.4 6.5
= e : / ., Phippies 57 | e | 52
Vietnam j& South Korea 5.7 45 6.0
2.0 16 United Kingdom 3.8 15 42
India i
18.1 L 17 Africa* 2.3 3.0 2.2
. L 18 Other Americas* 2.3 2.0 2.3
Taiwan
17.3 19 Mexico 1.6 4.0 1.2
Thailand Other Europe*
16.3 FY2022 — 20 (excl. Russia and CIS) 1.3 0.0 1.5
Indonesia 128 (n=1,230) 21 Russiaand CIS 0.6 1.0 0.5
) - " FY2_023 _4 Top 5 Destinations (Free answer for each region (*), by ratio of total)
Singapore ﬁ (n=1,180)
11.9 Y2024 «Other Asia Pacific» Australia (2.7%), Bangladesh (1.3%)
Other Asia and Oceania*& 8.4 (n=1.243) «Middle East» United Arab Emirates (1.9%), Saudi Arabia (1.0%)
’ «Other Americas» Canada (0.9%)

Notes: 1) “n” is the number of firms that responded either “have an existing base overseas and plan to expand further,” “do not have an existing base overseas but want to expand overseas,”
when selecting up to 3 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. 3) EU is an EU-wide option only, and individual member states cannot be selected. Copyright © 2025 JETRO. All rights reserved. 26




II-3. Overseas Expansion

4 India Is the Top Destination for Expansion Among

Large Firms

m Large firms have the highest willingness to expand to India (33.7%), followed by the U.S. (32.2%). India is
increasingly attracting the attention of large firms, having risen from fifth to first place in the previous year
and maintaining its top position. Among SMEs, the U.S. (39.9%) maintained its top position, with a large
lead from second-place; Taiwan (18.3%) and Thailand (16.3%) also exceeded India.

Future Expansion Destinations (Large Firms)

(Multiple responses, %)

0 25 50

China

Vietnam

EU

Indonesia

Thailand

Tai
aiwan FY2022 (n=199)

Other Asia and Oceania —
10.9 EFY2023 (n=210)

Philippines ®FY2024 (n=202)

Countries/Regions for Overseas Expansion (SMEs)

(Multiple responses, %)

0 25 50

39.9

e
24.7
ppE——
24.6
Vietnam
21.7
Taiwan
18.3

Thailand

16.3

T
15.1
Singapore ﬂ =
gap 13.2 FY2022 (n=1,031)
Indonesia mFY2023 (n=970)
12.1

Other Asia and Oceania ﬂ 8.0 BFY2024 (n=1,041)

Notes: 1) “n” is the number of firms that responded either “have an existing base overseas and plan to expand further,” “do not have an existing base overseas but want to expand overseas,”
when selecting up to 3 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. 3) EU is an EU-wide option only, and individual member states cannot be selected. Copyright © 2025 JETRO. All rights reserved.| 27




II-3. Overseas Expansion

5§ | New Overseas Offices Focus On the U.S.

m By future expansion policy, the number of firms that want to establish new overseas offices in all major
destinations increased over the previous year. In particular, more than 300 firms wished to establish new
offices in the U.S., an increase of more than 100 firms from previous year.

m In both manufacturing and non-manufacturing, the largest number of firms in many industries indicated the U.S.

Countries/Regions for Overseas Expansion Countries/Regions for Overseas Expansion
(By Overseas Expansion Policy) With Most Frequent Answer (By Industry)
OI 10|O 20|0 390 490 50|0 Food & beverages (n=228) us us
FY2023 Textiles/clothing (n=37) EU us
% Wood/furniture/paper & pulp (n=25) US/China EU
FY2024 Chemicals (n=37) China US/China
« EY2023 § Medical products & cosmetics (n=30) US/EU US/Taiwan
£ | Petroleum/plastics/rubber (n=33) US/Vietnam EU
O FY2024 “g Iron & steel/non-ferrous metals* (n=72) usS us
5| General machinery (n=45) India Vietnam
5 FY2023 = Electrical equipment (n=44) EU us
w FY2024 IT equipment/electronic parts & devices (n=23) us us
Cars/car parts/transportation machinery (n=26) India India
E FY2023 Precision equipment (n=35) us us
é o024 (nF;(iO12836 ) g ;rad? & tholesale (n=245) China us
3 etail (n=53) Taiwan us
g FY2023 FY2024 E Construction (n=31) Indonesia Vietham
E (n=1,243) 2 Transport (n=25) India China/India
FY2024 g Communication/information & software (n=41) |Vietnam/Indonesia usS
é Professional services (n=28) Othg::':‘:r'ﬁaand India

m Further expansion = New expansion

Notes: 1) “n” is the number of firms that responded either “have an existing base overseas and plan to expand further,” “do not have an existing base overseas but want
to expand overseas,” for selecting up to 3 locations for business expansion. 2) (Right chart) Countries/Regions for Overseas Expansion with most frequent answer by
industry. Excl. “n” less than 20 firms and excl. other manufacturing/other non-manufacturing industries.
3) (Right chart) * : Iron & steel/non-ferrous metals/metal products

Copyright © 2025 JETRO. All rights reserved.| 2.8



II-3. Overseas Expansion

Cars/Car Parts, etc. and General Machinery Focus On
6 India

m By industry, general machinery, car/car parts/transportation machinery, transport, and professional
services have the greatest appetite for business expansion in India.
m In food & beverages, more than 60% of firms indicated the U.S. as a future business expansion destination.

Overseas Business Expansion Locations (By Major Countries/Regions, by Industry)
(Multiple responses, %)

No. of us China EU Vietnam India Taiwan Thailand | Indonesia | Singapore
firms (n=480) (n=310) (n=295) (n=274) (n=225) (n=215) (n=202) (n=159) (n=148)

Total 1,243 38.6 24.9 23.7 22.0 18.1 17.3 16.3 12.8 11.9
Manufacturing 734 45.9 26.2 28.6 21.7 18.9 18.3 16.1 11.3 10.4
Food & beverages 228 60.5 23.7 24.1 17.5 7.5 27.2 14.0 7.0 20.2
Textiles/clothing 37 51.4 35.1 51.4 13.5 2.7 24.3 5.4 5.4 2.7
Wood/furniture/paper & pulp 25 48.0 16.0 44.0 16.0 8.0 20.0 4.0 12.0 12.0
Chemicals 37 43.2 48.6 32.4 13.5 27.0 10.8 24.3 18.9 13.5
Medical products & cosmetics 30 40.0 20.0 36.7 16.7 16.7 30.0 23.3 3.3 13.3
Petroleum/plastics/rubber 33 30.3 24.2 27.3 27.3 12.1 18.2 21.2 12.1 0.0
Iron & steel/non-ferrous metals* 72 36.1 26.4 27.8 26.4 25.0 6.9 22.2 13.9 4.2
General machinery 45 33.3 24.4 28.9 28.9 40.0 11.1 15.6 22.2 2.2
Electrical equipment 44 38.6 22.7 36.4 22.7 31.8 13.6 9.1 6.8 6.8
IT equipment/electronic parts & devices 23 47.8 39.1 34.8 8.7 30.4 8.7 8.7 4.3 0.0
Cars/car parts/transportation machinery 26 15.4 154 3.8 19.2 46.2 0.0 26.9 34.6 0.0
Precision equipment 35 40.0 25.7 20.0 28.6 28.6 11.4 8.6 20.0 2.9
Other manufacturing 89 44.9 30.3 29.2 315 22.5 15.7 21.3 10.1 9.0
Non-manufacturing 509 28.1 23.2 16.7 22.6 16.9 15.9 16.5 14.9 14.1
Trade & wholesale 245 29.8 27.3 21.6 25.7 18.8 19.2 17.1 12.7 14.3
Retail 53 35.8 20.8 17.0 7.5 3.8 20.8 20.8 13.2 26.4
Construction 31 22.6 16.1 6.5 35.5 12.9 0.0 19.4 25.8 3.2
Transport 25 20.0 20.0 8.0 12.0 40.0 0.0 12.0 12.0 8.0
Communication/information & software 41 34.1 14.6 14.6 12.2 17.1 12.2 7.3 19.5 9.8
Professional services 28 21.4 14.3 10.7 25.0 28.6 3.6 7.1 14.3 3.6
Other non-manufacturing 79 24.1 20.3 12.7 26.6 10.1 19.0 17.7 16.5 16.5

Notes: 1) “n” is the number of firms that responded either “have an existing base overseas and plan to expand further,” “do not have an existing base overseas but want to
expand overseas,” for selecting up to 3 locations for business expansion. Excl. "n" less than 20 firms in each industry. 2) Countries/Regions for Overseas Expansion with most
frequent answer by industry. * : Iron & steel/non-ferrous metals/metal products.
3) The shading indicates the highest percentage in each industry.
I OEEOEREBRERRERERRRE
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II-3. Overseas Expansion

7 Increasing Weight of Firm’s Overseas Strategy
In Selecting Destinations

= “Market size/growth potential” (88.7%) remained the largest reason for selecting a future business expansion.
“Based on the firm's overseas business strategy" (43.4%), including restructuring and diversification of business bases,
rose significantly from previous year to become the next top reason.

m  Among large firms, “already have our own offices” (62.4%) exceeded “Concentration of customer/client firms" (46.0%).

Reasons for Selecting Business Expansion Location

Reasons for Selecting Business Expansion location (By Firm Size)
(Multiple responses, %) 0 50 100 (Multiple responses, %) (Both top and bottom)
' : 0 50 100
®Market size and growth potential L L o )
88.7 ) s 916
(@Based on the firm's overseas strate “
i @ 63.4
®Concentration of customer/client firms ® m 46.0 Large firms
e ——— O R i 7\ 00
6 S 7.2 (n=210)
(®Stable political and social conditions ® m 0.8 2 EY2024
®Fewer language and @ “ 27.7 (n=202)
communication barriers
@Concentration of related industries 0 50 100
(easy local procurement) L L )
@ 80.2
®Low labor costs, abundant labor force FY2022 - 88.2
17.0 (n=1,230) @ O s 305
(®Easy to secure skilled professionals ©)
14.2 mFY2023 40.7 SMEs
@Improved Infrastructure (Electricity, — ﬂ!
Transport,Communication, etc.) 11.7 (n=1,180) @ 3.2 m FY2023
@ Tax advantages = EY2024 ® : 24.9 (n=970)
(corporate tax, customs duty, etc.) (n=1,243) ® m 25 u EY2024
@Others @ KK 16.1 (n=1,041)

Notes: 1) “n” is the number of firms that responded either “have an existing base overseas and plan to expand further,” “do not have an existing base overseas but
want to expand overseas,” for selecting up to 3 locations for business expansion.

2) Reason ©@, "Easy to secure skilled professionals,” was newly added in FY2024. Copyright © 2025 JETRO. Al rights reserved.| - 3(0)




II-3. Overseas Expansion

8 | For Vietnam and India, Human Resources Also Surged

= “Market size/growth potential” was the biggest reason for selecting the top countries/regions for
business expansion.

m In Vietnam, India, and Indonesia, “low labor costs, abundant labor force” ranked high. In Vietham and India,
“easy to secure skilled professionals" was selected by around 15%, a high score for human resource aspect.

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

(Multiple responses, %)

China Vietnam India Taiwan Thailand Indonesia Singapore
(n= 480) (n= 310) (n 295) (n 274) Qe 225) (n=215) (n= 202) (n= 159) (n= 148)

® 8.3 @ 71.6 . 77.6 847 @ 9.7 ® 651 @ 698 ® 8.2 @ 669
® §35.4§ @ §34.s§ @ §35.6§ @ §35.8§ @ §38.2§ ® 335 O §4o.1§ @ §3o.s§ ® §36.5§
@ 340 ® 345 @ 34.2 1318 ® 258 @ 284 @ 322 ® (258 ® 311
® 256 @ 342 ® 247 ©® 277 ® 213 ® 219 @ 282 ® 201: @ 264
@ 227 @ 219 @ 163 @® 255 @ 209 ® 135 @ 193 @ 182 ® @ 23.0
® 219 ® 139 ® 146 ® 161 ©® 147 @ 116 ® 163 @ 132 @ 155
@ 100 ® 84 ® 88 © 161 @ 116 ® 84 ® 149 ® 69 @ 108
® 96 © 68 © 58 ® 139, ® 107 ©® (74 ® 109 © 69  ®  10.1
® 54 ® 58 ©® 54 ® 73 ©® 44 ©® 74 ® 94 © 63 © 74
® 31 ® 29 ® 47 ® 55 ® 36 ©® 47 © 69 ® 44 @ @ 68
® 21 ® 29 ® 31 ® 51 ® 27 ® (23 ® 45 ® @38 @ @ 47
® 02 ® 16 ® 07 ® 36 ® 13 @® 19 ® @35 @ @ 19 0.7

1
i ®Market size and growth potential @Based on the firm's overseas strategy ®@Concentration of customer/client firms @Already have our own offices ®Stable political and social i
i conditions ®Fewer language and communication barriers @Concentration of related industries (easy local procurement) ®Low labor costs, abundant labor force @Easy to secure i
i skilled professionals @Improved infrastructure (Electricity, Transport, Communication, etc.) @ Tax advantages (corporate tax, customs duty, etc.) @Others i

Notes: 1) “n” is the number of firms that responded either “have an existing base overseas and plan to expand further,” “do not have an existing base overseas but want to expand
overseas,” for selecting up to 3 locations for business expansion, with the reason for selecting. 2) Reason @, “Easy to secure skilled professionals,” was newly added in FY2024.

3)The percentage of firms that responded for each country/region. 4) Red figures indicate more than a 5%-point increase,
blue figures indicate a decline of at least 5% points from the previous survey.
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II-3. Overseas Expansion

9 Reasons for Choosing a Business Expansion
Destination (By Industry)

m The response ratio for "market size/growth potential" was generally high, exceeding 80% in all industries,
and more than 90% in eight industries, including chemicals, IT equipment/electronic parts & devices, etc.

Reasons for Choosing a Business Expansion Destination (By Industry)
(Multiple responses, %)

Market size Basgd on Cor_]cent- Already Stgple Fewer Concent- Low labor Easy to Improved
Np. of and growth the firms's | ration of evE I polltlca_l Ianguagg &_ ration of costs, secure infra- Tax
il . overseas | customer/ ) and social|communicati| related | abundant skilled advantage
potential . . own offices " . . ) . structure
Total 1,243| 88.7 | 43.4 | 41.6 29.6 . . . . . .
Manufacturing 734 89.5 @ 41.8 | 43.5 29.4 | 24.9 23.2 18.3 15.7 12.5 10.6 7.8
Food & beverages 228| 92.1 32.5 35.1 13.6 25.9 17.1 9.6 10.1 6.6 8.3 5.7
Textiles/clothing 37| 86.5 27.0 | 40.5 13.5 | 24.3 27.0 16.2 13.5 8.1 2.7 2.7
Wood/furniture/paper & pulp 25| 88.0 @ 44.0 | 40.0 24.0 | 20.0 12.0 16.0 16.0 8.0 4.0 4.0
Chemicals 37| 97.3 | 64.9 51.4 59.5 | 21.6 24.3 37.8 16.2 16.2 18.9 8.1
Medical products & cosmetics 30| 90.0 53.3 36.7 26.7 | 36.7 30.0 20.0 10.0 23.3 16.7 10.0
Petroleum/plastics/rubber 33| 81.8 39.4 45.5 27.3 24.2 24.2 18.2 21.2 12.1 15.2 6.1
Iron & steel/non-ferrous metals* 72| 87.5 50.0 51.4 47.2 | 27.8 18.1 26.4 20.8 11.1 9.7 9.7
General machinery 45| 93.3 | 42.2 | 42.2 | 42.2 | 11.1 22.2 26.7 15.6 8.9 8.9 11.1
Electrical equipment 44, 81.8 45.5 47.7 36.4 | 25.0 34.1 22.7 20.5 25.0 13.6 11.4
IT equipment/electronic parts & devices 23| 95.7 34.8 52.2 39.1 47.8 26.1 21.7 30.4 26.1 17.4 21.7
Cars/car parts/transportation machinery 26| 80.8 65.4 | 42.3 50.0 | 11.5 7.7 19.2 26.9 26.9 11.5 7.7
Precision equipment 35| 914 | 37.1 62.9 31.4 | 28.6 34.3 14.3 11.4 5.7 14.3 8.6
Other manufacturing 89 88.8 | 46.1 | 494 | 31.5 | 23.6 37.1 22.5 19.1 18.0 11.2 7.9
Non-manufacturing 509| 87.6 45.6 38.9 29.9 25.7 26.3 17.7 18.9 16.5 13.4 11.4
Trade & wholesale 245 89.0 45.3 | 47.3 | 32.7 | 27.3 26.9 22.0 16.7 13.1 14.3 12.7
Retail 53| 86.8 | 43.4 30.2 15.1 | 20.8 37.7 9.4 13.2 11.3 7.5 17.0
Construction 31 93.5 58.1 38.7 35.5 | 12.9 19.4 16.1 29.0 16.1 9.7 6.5
Transport 25| 80.0 52.0 36.0 56.0 16.0 16.0 20.0 24.0 12.0 16.0 12.0
Communication/information & software 41| 80.5 34.1 36.6 22.0 | 29.3 26.8 9.8 17.1 22.0 7.3 4.9
Professional services 28| 82.1 53.6 21.4 21.4 | 21.4 25.0 14.3 14.3 21.4 17.9 10.7
Other non-manufacturing 79| 91.1 | 43.0 27.8 26.6 | 34.2 25.3 15.2 27.8 27.8 17.7 10.1

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

overseas,” for selecting up to 3 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 industry. * : Iron & steel/non-ferrous metals/metal products. “Other" and “non-responses"” categories are excluded. Copyright ® 2025 JETRO. Al rights reserved. 32

3) Bolded figures indicate more than 80%. Shading in dark: 50% or more, light: 50-25% or more, unshaded: less than 10%.
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II- (4) Business with China

- Willingness to expand business with China
declines with concern about geopolitical risks -
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II-4. Business with China

1 ' No Recovery in Willingness to Do Business in China

m Firms looking to expand existing business or consider new business in China were 33.2%. This is unchanged from
the previous year. Less than 10% of firms are considering downsizing. Only 1% are considering withdrawal.

m By industry, more than 50% of chemicals intend to expand their business. On the other hand, a high
percentage of cars and car parts are considering downsizing.

Policies for Future Business Development in China (Overall) Top 5 Industries with Business Expansion
FY 2013 Chemicals(n=72)
(n=2,676) orecic
FY 2014 _Precision
(n=2,249) equipment(n=70)
Trade &
(rflzzlgllg) wholesale(n=521)
FY 2016 _ IT 3
(n=2,301) equipment/electr:--§
(rf\=(22?51271) Textiles/clothing
(n3,066) (%) 0 25 50
FY 2023 Top 5 Industries with Business
(n=2,393) Downsizing/Withdrawal
FY 2024 t /%ars/calr’t t'
— arts/transportation
(n=2,383) %) parts/transportat 152 %
0 20 40 60 80 100 Communication/information

& software 10.2 -
m Expand existing business and consider new business i .
m Consider expansion of existing business/new business while reducing the size/pace Textiles/clothing 14.9 ll
m Maintain existing business scale
Downsizing China business and consider transferring it to other countries

m Exit the China business and consider expansion in other countries.
m Not sure Petroleum/plastics/rubber 7.9 -

(%)

Wood/furniture/paper &
/furniture/pap 10.6

Note: 1) The number of firms (n) is based on the total number of responding firms (including firms that have no existing
business in China), excluding those that answered "will not develop business in the future" and those that did not respond.
2) This question was not asked in FY2006, FY2007, FY2009, and FY2010.

0 10 20
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II-4. Business with China

2 Policies for Future Business Development in
China Are Largely Divided

m More than 50% of large firms export and import from and to China. While 36.9% of large firms have a local
presence, only 6.9% of SMEs have it. Less than 40% of firms have no business with China.

= Around 50% of firms that are exporting, investing, and engaging in business and technical cooperation
in China, respectively, intend to expand their business in the country. All of them decreased from the
previous year. About 4% with no existing business with China are considering new business there.

Future Business Development Policy in China

Existing China Business (Overall), FY2024 (By Existing Business Type)

(%) £ 2023(n=1,217) 29.3  8.3D.9
Export to China (sales) X 2024 (n=1,201) 5TENRIE0.8 |
o £ 2023(n=1,114) 358  11.5{4
Imports from China 2% a

procurement) g 2024 (n=1,171) 339 10.0h.5 |
E_  2023(n=391) 350 6910

Investment (local 7 I‘(/‘I’:”W/ $5 _
pesee) ST & 2= 20 10811

2023 (n=296) | XIS

Business and technical .% 023 (n ®) 450 25.0 7.12.0
cooperatl%nhivl%/gh firms in 9 2024 (n=319) 257 88l 2.2

2023(n=1,195) J 0.1 e el
1.(!‘0

Not implemented 7 2024 (n=1,193)
;Hos

~ Not
implem
ented

0 50 100

g 3.1 m Expand existing business and consider new business (%)
Other {/;,524.6 m Consider expansion of existing business/new business while reducing the size/pace

2.9 Maintain existing business scale
Downsizing China business and consider diversifying and transferring to other countries
m Exit from China and consider diversifying or transferring to other countries
& Overall (n=3,135) # Large firms (n=458)  Not sure
=SMEs (n=2,677) @ No further business development will be undertaken in the future.

Note: Multiple responses are shown in the left chart, except for “not implemented”.

| ] Copyright © 2025 JETRO. All rights reserved.| 35
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II-4. Business with China

3

Increased Geopolitical Risk Is the Main
Reason for Reducing Business with China

s Among the reasons for downsizing or withdrawing from China (205 valid responses), “heightened

geopolitical risk” was the highest at approximately 60%. This factor far outweighs cost and demand. Over

30% cited China’s import restrictions, and more than 20% cited export controls to China.

m Additional U.S. tariffs and the possibility of further tariff increases were also cited as geopolitical risks.

Reasons for Scaling Back or Withdrawing
from China Business (Multiple Responses)

Increased geopolitical risk
Decrease in cost advantages

Decreased demand in local markets

_(Impact of Chinese regulations
(including |mpé)r‘c rgastnc ions and
ans

Increased relative importance of
business development (consideration)
destinations outside of China
Impact of trade restrictions, including
export controls to China

Intensifying competition
Low growth and potential of the local
market

_Increased risk of supply chain
disruptions in terms of transportation
and other aspects

Review of production, procurement,
sales, and other networks

Relationship with Business Partners

505
B 5.5
E— 512
m—_22,0
r 21.5
155
- 12.7

®m Overall (n=205)

. 132 B Large firms (n=34)

B _10.7 ®mSMEs (n=171)

Main Comments on Reasons For
Downsizing /Withdrawal

We transferred production in China to Vietham and India. In
response to geopolitical risks, we withdrew the business of
producing in China and exporting to the global market.
Additional tariffs imposed by the U.S. will exceed cost
reductions. Sales in Chinese market will continue to be handled
from Japan and Vietnam (Electrical equipment / Large firms).
We export electronic parts & rubber procured in China to U.S.
bases, but are concerned about cost-up due to tariffs
imposed by the new U.S. administration. (Car parts / Large
firms)

Japanese manufacturers, our business partners, have been
sluggish, especially in the car industry. Local sales have
halved from the previous peak. The production business has
already been transferred to a local firm. The company will
completely withdraw from China, including its trading company
functions, and expand business in Southeast Asia (Rubber and
plastics / SMEs).

Unable to compete with the overwhelming cost
competitiveness and improved quality and technology of
competing Chinese manufacturers. We are increasing
resource allocation to emerging countries such as India (Car
parts / SMEs).

B Negative customer perception of using raw materials from

China (Textiles & clothing / SMES)

Negative impact of sudden enactment of local laws or
notification/enforcement of changes, such as abolition of
value-added tax refund (Metal product / SMEs)

0 20 40 60 (%)

Note: “n” in the left chart indicates firms that are considering downsizing their China business and transferring it to another country, and firms
that are considering withdrawing and expanding in another country. “Other" and “non-responses” are excluded.
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III. Geopolitical Risks and Supply Chains

- Procurement activities may be affected, but
decentralization and other reviews are underway -
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lll. Geopolitical Risks and Supply Chains

1 China Accounts for About Half of Foreign
Suppliers of Major Raw Materials and Parts

m 59.5% of all respondents answered that they procure major raw materials and parts essential for their main products
and services from overseas.

m Of the firms that procure overseas, in terms of value, half of both manufacturing and non-manufacturing firms procure
from China, the largest percentage of all.

Status of International Procurement Of Foreign Suppliers of Main Raw Materials and Parts
Major Raw Materials and Parts (Largest Sources by Value: Top 10 Countries/Regions)
n=3,079 (%)
China '
= Doing international US
procurement 7.5
= No international ASEAN
procurement :
[ 7.1 |
EU 577
Taiwan ] gg
. . South Korea 4.8
Firms Wlt(rr:i)i/%gf)as bases 742 . N7 Of the “Other Americas,”
T Other Americas 14 Canada represents 54.3%
Oceania 4.0 ustralia represents .1%0.
2.2 ®m Manufacturing (n=1,207)
0% 50% 100%
0 0 0 Hong Kong |8:g Non-manufacturing (n=625)

Note: 1) “n” excludes non-responses. 2) “Doing international procurement” is the total of firms
that responded that overseas suppliers provided main raw materials and parts essential for
their main products and services. “Exporting firms” above refers to firms that export but do not
have overseas bases. “Importing firms” refers to firms that import only (neither exporting firms
nor firms with overseas bases). “Domestic firms” are firms that neither export or import and
have no overseas bases.

0.0 100 20.0 30.0 40.0 50.0 (%)

Note: “n” excludes firms that did not respond and firms that chose "do not
procure major raw materials and parts from overseas.”
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lll. Geopolitical Risks and Supply Chains

Half Are Concerned About the Impact of Rising

2

Geopolitical Risks

m Regarding the procurement of key raw materials and parts from their largest foreign suppliers, 20.5% of firms said that
rising geopolitical risks “have already affected procurement,” and 49.9% said that “there is currently no impact on

procurement, but there is concern about future impact.”

m By industry, more than 40% of transport firms reported that procurement has already been affected, the highest among all

industries.

Impact on Procurement from Largest Foreign Suppliers by Geopolitical Risk

= Procurement has already

0,
(%) been affected

n=1,827

= No impact on procurement
at present, but there is
concern about future impact

No current procurement
impact and no concerns
about future impact

Not sure

70.4%

23.2 44.3 15.816.8
20.0 OR) 16.412.7

Large firms (n=298)
SMEs (n=1,529)

[ 233 | 489  kikEd
FER i 17.112.4
19.8 14.4
206 22.2

0% 50% 100%
Note: “n” excludes non-responses. Firms that responded they procure major raw
materials and parts essential for their main products and services from overseas and
firms that only procure from overseas. “Exporting firms” above refers to firms that
export but have no overseas bases. “Importing firms” are firms that import only
(neither exporting firms nor firms with overseas bases). “Domestic firms” are firms
that neither export or import and have no overseas bases.

Exporting firms (n=834)

Firms with overseas bases (n=805)
Importing firms (n=111)

Domestic firms (n=63)

Manufacturing (n=1,202) K] 52.1 15.413.2

Non-manufacturing (n=625) ke 45.6 17.9 13.6
Top 5 with the highest percentage of "already affected”
Transport (n=18) 44.4 gl 16.7 11.1

Construction (n=45) 1.1 17.8
Wood/furniture/paper & pulp (n=39) 12.8 10.3

Food & beverages (n=310) 14.2 15.2

General machinery (n=84) 20.2 8.3

The bottom 5 with the lowest percentage of "already affected"”

Electrical equipment (n=72) KW/ 56.9 18.1 13.9

IT equipment/electronic parts &

devices (n=48) 104 56.3 25.0 83
Cars/car parts/transportation

machinery (n=54)
Communication/information &

software (n=25)
Iron & steel/non-ferrous metals/metal
products (n=114)

9.3 61.1 13.0 16.7

8.0 48.0 16.0 28.0
7.9 60.5 14.9 16.7

0% 50% 100%
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lll. Geopolitical Risks and Supply Chains

3 | Sourcing Trends from EU and the U.S. Are
Heavily Influenced by Geopolitical Risks

m Regarding overseas procurement of major raw materials and parts, 38.8% of firms answering they procure the most from
the EU (in terms of value), indicated their procurement has already been affected. The percentage of affected firms that
responded they procure from the U.S. was 26.5%, which is higher than the overall level.

m Some expressed concern about prolonged delivery delays due to restrictions on passage through the Suez Canal when
procuring from the EU, and about supply disruptions caused by the "America first* policy under the new Trump
administration when procuring from the U.S.

Impact of Increased Geopolitical Risk on Procurement from Largest Foreign Sources, by Sources

All (n=1,827)
china (n=g88) ISz o e

US (n=202) 26.5 200 155

AseAN (n=230) [T 2ae gz
EU (n=134) | Y I ez e A e

Taiwan (n=98) [HEZEEINE G e A
South Korea (n=76) [Nz s
India (n=37) [N sz ez

Hong Kong (n=19) [N o s e

0% 50% 100%

m Procurement has already been affected

® No impact on procurement at present, but there is concern about future impact
= No current procurement impact and no concerns about future impact

m Not sure

Note: 1) "n" excludes non-responses. 2) The largest overseas suppliers (in terms of value) of major raw materials and parts
essential for main products and services (only firms that procure from overseas). 3) The top 10 overseas suppliers exclude
"Other Americas" and "Other Asia/Oceania.”

I OEEOEREBRERRERERRRE
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lll. Geopolitical Risks and Supply Chains

Diversifying Businesses and Procurement Sources to
Tackle Geological Risks

m  Of the firms that answered “procurement of major raw materials and parts has already been affected” or “procurement is
not currently affected, but there is concern about the impact in the future,” about 80% have implemented some measures
(or are consideration doing so) to avoid impacts.

m The percentage of firms that “diversify (businesses) and diversify procurement sources” was the highest at 61.2%, with
83.7% selecting “overseas” as the source of business and procurement diversification.
Measures Already Taken or Considering to Avoid Impact of Geopolitical Risks on Procurement (Multiple responses)

Diversification and Diversification of

Diversification and diversification of 61.
72.4 Procurement Sources

procurement sources 59.1

23.0

Change of Procurement Sources 28.6
21.9
Review of supply chain such as mez’s 1
production or sales, other than... 170
_ _ 14.6
Switch to alternative 13.6 83.7%
14.8
_ _ n.l Change of Procurement Sources
Change in means of transportation 13.6
7.1 n=280
Changes in core products and 2450 19.6
services 43
2.4 0
Other I %-91 m Al (n=1,275) 80.4%
19.3 m Large firms (n=199)
No special measures 11.6 SMEs (n=1,076) = Japan only
20.7 ' = Both Japan and overseas
0.0 200 400  60.0  80.0 (g Overseas only

(Note) 1) "n" excludes non-responses. (Of the firms that are engaged in overseas procurement, only those firms that responded "Procurement is already affected" or
"Procurement is not affected now, but there is concern about the impact in the future" were included. (Of the companies that procure from overseas, only those that responded
"have already had an impact on procurement" or "currently have no impact on procurement but have concerns about future impact.”) Copyright © 2025 JETRO. All rights reserved.
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lll. Geopolitical Risks and Supply Chains

5 International Procurement of Major Raw Materials
and Parts, Approx. 70% in Manufacturing

m  Regarding the procurement of key raw materials and parts essential for their main products and services, 65.8% of manufacturing and
50.2% of non-manufacturing industries indicated that they procure from overseas. In each of the manufacturing industries, the percentage
exceeded 60%, with the exception of food & beverages.

m  Of these, IT equipment/electronic parts & devices had the highest percentage of “international procurement" among all industries at 90.7%.

Average percentage of

Status of International Procurement of Major Raw Materials and Parts
(By Industry)

“Doing international

Manufacturing (n=1,835)
Non-manufacturing (n=1,244)

IT equipment/electronic parts & devices (n=54)
Chemicals (n=78)

Ceramics/earth & stone (n=25)
Textiles/clothing (n=102)

Electrical equipment (n=93)

General machinery (n=115)

Precision equipment (n=75)
Wood/furniture/paper & pulp (n=59)

Other manufacturing (n=258)
Petroleum/plastics/rubber (n=79)

Iron & steel/non-ferrous metals/metal products (n=174)
Medical products & cosmetics (n=53)

Cars/car parts/transportation machinery (n=86)
Trade & wholesale (n=636)

Food & beverages (n=584)

Construction (n=88)

Retail (n=102)

Other non-manufacturing (n=179)

Transport (n=54)

Communication/information & software (n=78)
Professional services (n=57)

Finance & insurance (n=50)

0

10.0

22.8

10

34.1
33.3
32.1

20

® Doing international procurement

Note: 1) “n” excludes non-responses. 2) “Doing international procurement” is the total of firms that responded procuring from
overseas suppliers the main raw materials and parts essential for their main products and services.
I OEEOEREBRERRERERRRE

65.8
50.2

90./ O,
84.6 154
80.0
79.4
/7.4
73.0
72.0
6/7.8
674
6/7.1
65.5
64.2
64.0
63.8
53.3
51.1
510

40 50 60 70 80 90

100
(%)

30
= No international procurement
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lll. Geopolitical Risks and Supply Chains

6

Impact of Geopolitical Risks on Suppliers
(By Supplier and Industry)

Impact of Geopolitical Risks on Procurement (Top 4 Largest Sourcing Countries/Regions, by Industry)

Sourced from China

Manufacturing (n=583) [kl 62.3 7
Non-manufacturing (n=304) [JEH 54.3 15

Construction (n=18) [EEEIIIINEN 11.1
Chemicals (n=45) [ NXIINNZNNEA 4.4
Precision equipment (n=30) [|ZNAIINE 267 10.0
Wood/furniture/paper & pulp (n=13) el 53.8 4
General machinery (n=46) | IE27 196 6.5
Other non-manufacturing (n=30) JEGIIEEEIN 367 10.0
Petroleum/plastics/rubber (n=27) JFEENIIERIN 4 11.1
Trade & wholesale (n=209) [[FE/IIEZINIZ9 11.0
Medical products & cosmetics (n=17)
Food & beverages (n=83) [T/ NIZ0 133
Retail (n=23) [FEX PG 7 13.0
Electrical equipment (n=41) [FEEIIIEGNL22 146
Other manufacturing (n=92) [[FE RN/ 6 9.8
Textiles/clothing (n=55) [JFEIIEEENLZ7 10.9
Iron & steel/non-ferrous metals/metal products (n=67) [JZ 04 140
IT equipment/electronic parts & devices (n=30) G 26.7 6.7
Communication/information & software (n=11)
Cars/car parts/transportation machinery (n=28)

0 50

® Procurement has already been affected

® No impact on procurement at present, but there is concern about future impact
= No current procurement impact and no concerns about future impact

= Not sure

Note: 1) In descending order of the percentage of respondents who answered that "procurement has already

been affected". 2) Only industries with n=10 or more.

100(%)

Sourced from US

Manufacturing (n=153) IR 41.2 - 19.0 13.1
Non-manufacturing (n=47) 38 INE 234 234

other manufacturing (n=12) [IIIIEXNEFA 250 83

Food & beverages (n=90) [IIECIINNNECCINN 15.6 115:6°
Wood/furniture/paper & pulp (n=10)
Trade & wholesale (n=30)

50 100 (%)

Procurement from ASEAN

Manufacturing (n=138) EIJIIZZIN 225145
Non-manufacturing (n=90) XTI 27.811.1

Food & beverages (n=36)

Construction (n=13) [JEEIIENEN 2311154

Trade & wholesale (n=47)

Other manufacturing (n=25) EXNlERZN 28.0"20.0

Other non-manufacturing (n=11) EIRNERZI 27.3 1812
Petroleum/plastics/rubber (n=13)

Iron & steel/non-ferrous metals/metal products (n=13)

0 50 100 (%)

Manufacturing (n=86) [IIEZEIIININSZZ0N 163 116
Non-manufacturing (n=48) [IIIZECIIINZS0N 6.7 125

Trade & wholesale (n=29)
Other manufacturing (n=18) [ZZCHININSSIONN 222 111
Food & beverages (n=20) [IEZSEINNASI0NINN 15.0 200"

0 50 100 (%)
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2.1 Procurement-Related

Measures

(Top 3 Items, by Industry) 1 of 2

Measures Already Taken or Considering to Avoid Impact of Geopolitical Risks on Procurement
(Top Item by Industry)

Business Diversification and Diversification of Procurement Sources

Manufacturing (n=852)
Non-manufacturing (n=423)

Chemicals (n=53)

General machinery (n=59)
Petroleum/plastics/rubber (n=40)

Medical products & cosmetics (n=26)

IT equipment/electronic parts & devices (n=32)
Ceramics/earth & stone (n=15)

Iron & steel/non-ferrous metals/metal products (n=76)
Cars/car parts/transportation machinery (n=38)
Electrical equipment (n=49)

Precision equipment (n=40)
Wood/furniture/paper & pulp (n=30)
Textiles/clothing (n=57)

Other manufacturing (n=119)

Food & beverages (n=218)

Construction (n=30)

Trade & wholesale (n=288)

Other non-manufacturing (n=31)

Retail (n=36)

Transport (n=13)

Communication/information & software (n=14)

Note: 1) In descending order of the percentage of respondents who answered "yes" to each item. 2) Only industries with n=10 or more.
I OEEOEREBRERRERERRRE

I 65.1
. 53.2

I 38.7
I 1.2
I 70.0
I 69.2
I 68.8
. 66.7
I 65.8
I 65.8
I 65.3
I 65.0
I 63.3
. 63.2
. 63.0
I 57.3
. 56.7
I 54.9
I 54.8
. 50.0
I 46.2
I 8.6

0 20 40 60 80 100

(%)
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Procurement-Related Measures
(-2 (Top 3 Items, by Industry) 2 of 2

Measures Already Taken or Considering to Avoid Impact of Geopolitical Risks on Procurement
(Top 2nd and 3rd Items, by Industry)

Change of Review of Supply Chain Such as
Procurement Sources Production or Sales, Other than Procurement

Manufacturing (n=852) [l 13.5
Manufacturing (n=852) I 5.4 Non-manufacturing (n=423) I 17.7
Non-manufacturing (n=423) N 18.2
Textiles/clothing (n=57) I 31.6
Petroleum/plastics/rubber (n=40) [N /0.0 |T equipment/electronic parts & devices (n=32) NG 31.3
Electrical equipment (n=49) N 388 Communication/information & software (n=14) N 28.6

Cars/car parts/transportation machinery (n=38) I 34.2 Medical products & cosmetics (n=26) NN 26.9
Chemicals (n=53) NN 32.1 Iron & steel/non-ferrous metals/metal.. NN 23.7
Medical products & cosmetics (n=26) [ 30.8 Other manufacturing (n=119) | 20.2
Wood/furniture/paper & pulp (n=30) I 30.0 Other non-manufacturing (n=31) I 19.4
Precision equipment (n=40) I 30.0 Trade & wholesale (n=288) NN 18.8
Construction (n=30) NN 30.0 Electrical equipment (n=49) I 18.4

Communication/information & software (n=14) I 25.6

IT equipment/electronic parts & devices (n=32) [N 25.0
Other manufacturing (n=119) IEGNEG 22.7

General machinery (n=59) I 22.0

Textiles/clothing (n=57) NIEGEG 21.1

Food & beverages (n=218) I 20.6

Ceramics/earth & stone (n=15) [ 20.0

Other non-manufacturing (n=31) N 19.4

Chemicals (n=53) I 17.0

Food & beverages (n=218) I 16.5

Cars/car parts/transportation machinery (n=38) [l 15.8
Retail (n=36) I 13.9
General machinery (n=59) [l 13.6
Wood/furniture/paper & pulp (n=30) M 13.3
Precision equipment (n=40) M 12.5

Iron & steel/non-ferrous metals/metal.. I 18.4 Transport (n=13) M 7.7
Trade & wholesale (n=288) N 17.4 Petroleum/plastics/rubber (n=40) Il 7.5
Retail (n=36) M 13.9 Ceramics/earth & stone (n=15) [l 6.7
Transport (n=13) 1M 7.7 Construction (n=30) M 6.7
(%) 0 50 w O 50

Note: 1) In descending order of the percentage of respondents who answered "yes" to each item. 2) Only industries with n=10 or more, /"9t © 2025 JETRO. Al rights reserved. 45



lll. Geopolitical Risks and Supply Chains

g Negative Impact of Yen Depreciation on Business
Performance Continues to Ease

m Regarding the impact of the yen’s depreciation on business performance in FY2024, 39.6% of firms responded an
“overall negative impact,” down 3.8 points from previous year. The percentage of firms that answered an “overall positive
impact,” increased 2.8 percentage points. Exporting firms and firms with overseas bases were positively affected, up 2.3
and 4.1 points, respectively, from previous year.

Impact of the Yen’s Depreciation on FY2024 Performance

0.7 I (%)
n=3,162 o = Overall positive impact :
(%) By Business Type 0 20 40 60 80 100
= Overall negative impact
=) FY2022 (n=1,395) KRS 46.5 i 8.795
= Positive and negative £ 2 _
impacts are comparable §_§ FY2023 (n=1,487) EER] 41.3 7i51510.6 7.6
No impact w FY2024 (n=1,595) AKs 38.5 efei13.2 8.7
Not sure =R FY2022 (n=1,246) 21.0 43.1 ikeei6.1 8.3
R
No response g g % FY2023 (n=1,176) 40.4 s 5.25.5
= > o
L © FY2024 (n=1,111) : 37.1 2l 7.8 8.1

FY2022 (n=149) Ko/ 86.6 6.0

By Firm Size 0 50 100

FY2022 (n=3,118) [ 47.0 71118.210.0]
FY2023 (n=3,196) [JFi0 43.4 20.8 Lol

FY2023 (n=156) B 84.6 45

Importing
firms

FY2024 (n=129) |8 82.2 7.8

<
FY2024 (n=3,162) [EEKs 39.6 YWi1189.7 | o FY2022 (n=245) EHE 49.8 2188 204
2] 0 n
£  FY2022 (n=466) LN 30.0 77XM7.311.6 | e € FY2023 (n=289) [ 47.4 : 208 15.9
o  FY2023 (n=484) SRS 30.4 25889 | a FY2024 (n=260) FEIEAEE) 2350515
< FY2024 (n=461) 26.9 28.9 (efsr 8.9 14.8 |
n FY2022 (n=2,652) Ky 0.0 eiN8.3 9.8 | Note: "Exporting firms” above are firms that are exporting but not firms with overseas
g FY2023 (n=2,712) [FEA 45.8 N10.0 7_5| bases. “Importing firms” are firms that import only (no exporting firms or firms with
n overseas bases). “Domestic firms” are firms that neither export or import and have no

FY2024 (n=2,701) XS 414 1123838 | overseas bases. Copyright © 2025 JETRO. All rights reserved. | 46




lll. Geopolitical Risks and Supply Chains

9 Positive Impact of Yen Depreciation Increased in
Cars, Precision Equipment, Etc.

m By industry, firms that answered that the yen’s depreciation would have an “overall positive impact” on FY2024 performance
showed that cars/car parts/transportation machinery accounted for the highest percentage at 36.4%, followed by precision
equipment, a 10.5-point and 5.0-point increase, respectively, from previous year. Non-manufacturing, transport, retail, and
professional services showed a significant increase of more than 10 points from the previous survey.

Impact of the Yen’s Depreciation on Business Performance (By Industry)

36.4 27.3 22.7 45 8.0

Cars/car parts/transportation machinery (n=88)

Precision equipment (n=78) 32.1 35.9 16.7 77 7.7
Transport (n=57) PARS 28.1 21.1 8.8 12.3

IT equipment/electronic parts & devices (n=55) 55 7.3
General machinery (n=118) 28.8 23.7 22.0 15.3 10.2
Retail (n=109) 10.1 14.7
Chemicals (n=78) 6.4 10.3
Trade & wholesale (n=654) 10.7 58
Professional services (n=59) 23.7 39.0 15.3 18.6 34
Iron & steel/non-ferrous metals/metal products (n=177) 11.3 9.6
Ceramics/earth & stone (n=25) 20.0 40.0 12.0 16.0 12.0
Electrical equipment (n=94) 85 96
Other manufacturing (n=263) 106 7.6
Communication/information & software (n=83) 16.9 27.7 12.0 30.1 12.0
Textiles/clothing (n=102) 49 6.9
Food & beverages (n=597) 14.2 44.7 16.6 12.9 10.9

Petroleum/plastics/rubber (n=79) 13.9 51.9 19.0 76 7.6
Other non-manufacturing (n=190) 13.2 38.9 17.9 15.3 12.6
Wood/furniture/paper & pulp (n=62) 12.9 59.7 11.3 81 65

Medical products & cosmetics (n=54) 9.3 38.9 14.8 22.2 14.8
Construction (n=89) &S] 38.2 20.2 15.7 18.0
Finance & insurance (n=51) [EK 13.7 29.4 15.7 33.3
0% 20% 40% 60% 80% 100%

m Overall positive impact ® Overall negative impact ® Positive and negative impacts are comparable = No impact = Notsure  No response

Note: In descending order of the percentage of respondents who answered "overall positive impact". Copyright © 2025 JETRO. Al rights reserved. | 47
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lll. Geopolitical Risks and Supply Chains

10 Accelerating Trend of Yen Depreciation in
Desirable Exchange Rate

m The preferred exchange rate of 120-124 yen was selected by 19.3% of all respondents, unchanged from previous
year's survey. On the other hand, the percentage of firms choosing 130 yen or more increased from previous yeatr,
with 140-144 yen being the most popular, up 5.4 points from previous year.

m Compared to previous year's survey, the desired exchange rate has shifted toward a weaker yen. This can be
assumed to be a response to the prolonged depreciation of the yen.

(%) Preferred Exchange Rate
25

0 23.2

Average exchange rate (USD - JPY)
FY2022: 135.40

FY2023: 144.55

FY2024 (apr-Dec): 152.46

(Source: Bank of Japan)

20

15

10
5
0 : " 0.0
Q Q Q Q Q Q Q
S RS GRS SRS S RS S oV
IS A T SO SN SO N
4 S Y N N NG N oS
& R
v m Exporting firms (2024) (n=1,595) Importing firms (2024) (n=129) @ Overall (2022) (n=3,118)
® Overall (2023) (n=3,196) ¢ Total (2024) (n=3,162)

Note: Above "Exporting firms" are firms that export but have no overseas bases, and "Importing firms" are firms that import only Copyright © 2025 JETRO. Al rights reserved. | 48
(no exports, no overseas bases).




lll. Geopolitical Risks and Supply Chains

11 5% of Firms Implement or Plan Reshoring Their
Overseas Business

m 5.0% of firms (55 firms) have “already implemented or planned "reshoring their overseas operations (including
some), which is on par with previous year (4.7%).

m The highest ratio of firms that have already implemented/planned or are considering to do so were for petroleum/
plastics/rubber (20.6%), followed by textiles/clothing and communication/information & software (17.9% each).

Reshoring their Overseas Operations Reshoring their Overseas Operations (by Industry)
(%)
No response Implemented/Planned Reshoring overseas operations
0.8% 5.0% No of Under
firms Implemente consider-
. . d / Planned .

Unsure Under consideration ation
17.1% ‘V 4.6% Total 1,111 9.5 5.0 4.6
/ Manufacturing 667 11.8 5.5 6.3
Food & beverages 86 10.5 5.8 4.7
Textiles/clothing 28 17.9 10.7 7.1

Outside Petroleum/plastics/rubber 34 20.6 8.8 11.8

utside:
FY2024 Iron & steel/noln-ferrous metals* o3 11.8 4.3 7.5
(n=1,111) General machinery 72 8.3 5.6 2.8
Electrical equipment 47 8.5 6.4 2.1
Inside: No plan IT equipment/electronic parts & devices 28 14.3 7.1 7.1
0,
FY2023 72.5% Cars/car parts/transportation machinery 65 12.3 9.2 3.1
(n=1,176) Precision equipment 34 11.8 5.9 5.9
) . . . Other manufacturin 1 . . 11.

By Firm Size (Implemented/Planned, Under Consideration) . 9 E =0ES 2:3 0
0 5 10 15 (%) Non-manufacturing 444 6.1 4.1 2.0
| . ! . Trade & wholesale 220 5.5 5.0 0.5
) 2 FY2023 (386) m Implemented / Planned Construction 42 11.9 9.5 2.4
S< Fy2024 (367) = under consideration Transport 30 6.7 0.0 6.7
@ FY2023 (790) Commu"nifétion/information & software 28 17.9 - 3.6 . 14.3

s Notes: 1) "n" is the number of firms that currently have overseas offices, excluding those
) with less than 20 firms. 2) Only for industries in which the ratio of "Reshoring overseas

FY2024 (744) SS tha Or Inaus
; ; 3 . 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 © 2025 JETRO. All rights reserved.| 49

currently have overseas offices.




lll. Geopolitical Risks and Supply Chains

12

Increased Awareness of Avoidance of
Geopolitical Risks for Reshoring

m The largest reason for reshoring was “Increased business costs in the destination country” (54.7%). The
share of "Geopolitical risks aversion" increased to 46.2%.

m Among SMEs, more than 40% of firms responded "Increased costs of importing products/services into Japan
due to the weak yen," which was also attributed to exchange rate fluctuations.

Main Reason for Reshoring

(Multiple responses, %)

Increased business costs
(e.g.,inflation, rising labor costs)

Geopolitical risks aversion

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

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

N!

Changes in demand for our own
products and services.

o

[EEN
N

Other 3.9

Client’s request

= =
: N
w w

1

Access to support programs provided
by governments and municipalities
(both domestic and international)

w
o]

Consideration for Human Rights,
Environment, etc.

1
o
©

Notes: (both left and right) "n" is the number of firms that answered "Implemented/Planned” or “Under consideration”.

mFY2023
(n=103)

m FY2024
(n=106)

Main Reason for Reshoring (by Firm Size)

(Multiple responses, %)

0 20 40 60 80

65.2
51.8

Increased business costs
(e.g.,inflation, rising labor costs)

43.5
47.0

Geopolitical risks aversion

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

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

21.7
26.5

Changes in demand for our own
products and services.

8.7
Oth
e ‘ 13.3
- 13.0
Client’s request ' 108 m Large firms

(n=23)

Access to support programs provided 0.0
by governments and municipalities . '4 8

(both domestic and international)
Consideration for Human Rights, | 4.3
Environment, etc. 0.0

®m SMEs (n=83)

Copyright © 2025 JETRO. All rights reserved.| 5()




V. Promoting Diversity and Sustainability
(1) Employment of Foreign Personnel

- Half of the respondents are hiring foreign personnel, and highly-skilled
foreign professionals are contributing to overseas expansion -

51



IV-1. Employment of Foreign Personnel

1 | Half of the Respondents Employ Foreign Personnel

m The percentage of firms employing foreign personnel was 49.7%. By industry, more than 70% of firms in the
“Cars / Car parts / Transportation Machinery,” “IT Equipment / Electronic Parts & Devices," "Transport," and "General
Machinery" industries employ foreign workers.

m Overall, in 73.0% of companies, the percentage of foreign personnel employed as full-time employees was 5% or less.
Compared to large firms, SMEs have a higher percentage of foreign employees.

Percentage of Firms Employing Foreign Personnel Percentage of Firms Employing Foreign Personnel
%) by Industry
All firms (n=3,162) _ 49.7 0 Cars/car parts/transportation machinery (n=88) 75100 (%)

72.7

By Firm ] IT equipment/electronic parts & devices (n=55) .
Size arge firms (n=461) 796 Transport (n=57) 71.9
SMEs (n=2,701) _ 445 General machinery (n=118) 70.3

Electrical equipment (n=94) 67.0
Exporting firms (n=1,595) 35.7 Iron & steel/non-ferrous metals/metal products (n=177) 65.0
By ; —
s | FIMS il oersas s Commtacn (89 -
b2 Importing firms (n=129) 388 Communication/information & software (n=83) 60.2
Medical products & cosmetics (n=54) 59.3
Domestic firms (n=260) 26.2 Precision equipment (n=78) 56.4
Ceramics/earth & stone (n=25) 52.0
Percentage of Foreign Personnel Petroleum/plastics/rubber( n=79) 50.6
in the Number of Permanent Employees (%) Other non-manufacturing (n=190) 48.9
Other manufacturing (n=263) 48.7
All firms (n=1,570) 35.9 37.1 12.0 7.3 . Retail (n=109) 41.3
Food & beverages (n=597) 41.0
Large firms (n=367) .8 ! Professional services (n=59) 40.7
3. Wood/furniture/paper & pulp (n=62) 40.3
SMEs (n=1,203) 30.8 36.7 145 8596 Trade & wholesale (n=654) 399
Textiles/clothing (n=102) 38.2
Finance & insurance (n=51) 37.3

Bl ess than 1% ®1~5% ®m6~10% ®11~20% ™ More than 20%

Note: “n” in the graph for "Percentage of foreign employees" is the number of firms sharing the percentage of foreign full-time employees out of all full-time employees, excluding firms that
"do not employ" or with "non-responses". “Exporting firms” are firms that export but have no firms with overseas bases, and “Importing firms” are firms that |m%?r%\oz%IX5(JnEc% %p&rts L N 52
overseas bases). “Domestic firms” are firms that neither export or import and have no overseas bases. oPyrig rignts reserve




IV-1. Employment of Foreign Personnel

2 Many Highly Skilled Professionals in Status of Residence
Contribute to Overseas Expansion

m In terms of foreign human resources residence status, 54.0% of firms employ “highly skilled professionals,” far exceeding the percentage of

firms that employ technical interns, specified skilled workers, and other statuses. In particular, more than 60% of large firms employ highly skilled

professionals.

m Nearly 70% of the firms cited “contribution to overseas expansion” as an outcome of their employment of highly skilled foreign professionals.

More than 50% of large firms cited "fostering a corporate culture geared toward diversity and promoting multicultural coexistence" as an outcome.

Residence Status of Foreign Workers

54.0 (%)

N

4.7
1

All firms (n=1,570) §'6

NN

1.5
ISF 63.8
Large firms (n=367) 1
B 3.0
61.6

2%.8
07
r 51.0
SMEs (n=1,203) 2%6.598
263
49.5
32.6
2.4
28.1

1.1

Manufacturing (n=982) 2
1.3

- 11.6

26.9
16.2
1.9

Non-manufacturing (n=588)

® Technical intern
Specified skills worker

m Highly skilled professional
Others
® No answers

Note: 1) "n" is the number of firms excluding those that “do not employ" and those that did

Outcome of Hiring Highly Skilled Foreign Professionals
(Multiple responses. %)

Contribution to overseas expansion

Reduction of labor shortage

Fostering a firm culture geared toward
diversity and promoting multicultural activities

Expansion of existing businesses, upgrading
of products and services

Development of new businesses, new
products and services, etc.

Increased motivation of Japanese employees
Reinforcement of inbound response
Positive ripple effects on the region

| haven't seen any tangible effects yet.

Improved external reputation, enhanced
dissemination, and contribution to fundraising

Others

No response

not respond from the total number of firms regarding the ratio of foreign human resources to

the number of full-time employees. 2) “Highly skilled professional” are engineers, specialists
in humanities, and international services. “Others" includes permanent residents, designated

activities (Notification No. 46), intra-firm transferees, etc.

72

66.9
45.6
35.9
49.3
37.1
51.3
31.8
26.9
24.8
19.2
18.
12.1
11.1
12.5
7.8
5.6
8.6
6.1
4.7
6.7
. 4.5
4.3
4.6
' 4.4
3.4
4.7 ® Overall (n=848)
1 09
Oi(.)s E Large firms (n=234)
0.8
h 0157 SMEs (n=614)

Note: 1) "n" is the number of firms employing " Highly skilled professional”. 2) Contribution to

with firms with overseas bases and institutions.

overseas expansion includes strengthening of the sales force, localization and cooperation

Copyright © 2025 JETRO. All rights reserved.
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IV-1. Employment of Foreign Personnel

3 Recruitment and Employment of Foreign Personnel Is Challenging
Due to a Lack of Foreign Language Skills, Know-How, and Knowledge

m  Nearly 60% of firms cited "difficulty in speaking foreign languages" and "lack of know-how/knowledge required for
recruitment” as challenges in hiring and recruiting foreign personnel.

®  Among these, more than 50% of firms that employ highly skilled foreign professionals cited the need for “clarification of career
plans and the establishment of human resource development systems” and the "development of internal systems and personnel
systems to accept foreign employees.”

Challenges in Recruiting and Hiring Foreign Employees (Multiple responses, %)
. . Specific .
Issue Allfirms | Highly Skilled | g fy0 g Ll
Professionals Interns
Workers
Lack of knowledge and the need to develop a recruitment system 54.4 40.5 42.7 46.4
Unsure what kind of people to hire to achieve results and effectiveness 42.0 42.8 32.0 35.8

Recruitment

Difficulty in gaining internal sharing and understanding of the organization's vision,

Strategy including the need to hire foreign nationals . i 39.9 35.2
Not knowing how to treat foreign personnel or how to manage human resources 25.1 20.5 20.8 20.7
Lack of know-how and knowledge required for recruitment activities 57.4 47.6 47.6 47.7
. Failure to effectively disseminate recruitment information 37.7 39.9 35.3 35.5
Rec_ru_l'Flng Need to establish recruitment channels and build relationships with educational and support
Activities LT 33.6 41.8 44.1 41.9
institutions
Job offers declined 6.1 11.1 9.4 8.1
Difficulty in providing foreign language support 59.4 48.8 60.4 62.3
Development of internal systems, personnel systems, etc. to accommodate foreign
Receiving employees 52.5 51.2 39.6 46.5
(Visas, etc.) Development of living environment, including company housing, means of commuting,
dietary and religious considerations, etc. 38.6 311 38.2 34.6
Responding to applications for status of residence required for employment 37.7 30.1 30.9 25.4
l(;leed to clearly define career plans suited to foreign workers and develop human resource 16.6 53.6 42.0 432
evelopment systems
Training and Mismatch of Japanese language ability, improvement of Japanese language ability 42.9 43.0 48.3 53.8
Retention Differences in culture and customs prevent smooth communication 40.0 27.9 29.7 325
High turnover within a few years (move to another company, return to their own country, etc.) 25.0 29.7 33.2 30.1
Improvement of compensation structure, benefits, and other aspects of treatment 225 20.3 20.3 20.9

Note: 1) “n” excludes non-responses. 2) “n” for “All firms”: recruitment strategy (n=1,913), recruiting activities (n=1,456), receiving (n=1,801), and training and retention (n=2,016). 3) “n” for Highly
Skilled Professionals: recruitment strategy (n=435), recruiting activities (n=378), receiving (n=428), and training and retention (n=616). 4)“n” for Specific Skilled Workers: recruitment strategy
(n=178), recruiting activities (n=170), receiving (n=217), and training and retention (n=286). 5) "n" for Technical Interns: recruitment strategy (n=179), recruiting activities (n=172), receiving

(n=228), and training and retention (n=292). 6) Shading indicates 50% or more. Copyright © 2025 JETRO. All rights reserved.| 54



IV-1. Employment of Foreign Personnel

4 30% of Firms Plan to Hire New Foreign
Personnel in the Future

m As for the employment policy of foreign workers over the next two to three years, 30.6% of firms indicated that
they will “increase/newly hire” them, a 1.0 percentage point increase from FY2023.

m By status of residence, the percentage of firms expecting to expand employment of highly skilled professionals is the
highest. Among firms that have observed concrete effects and results from employing highly skilled professionals,
half stated that they will "increase/newly hire" in the future.

Future Policy on Employment of Foreign Personnel

Future (2-3 Years) Plans for Hiring Foreign Personnel - (By Size and Industry)
(0/0) By Firm Size (0/0)
g FY2023 (n=3,063) 29.6 69.2
Foreign personnel as a whole (n=2,639) 30.6 66.4 .0 =
< FY2024 (n=2,639) 30.6 66.4 0
Highly skilled professional (n=2,468) 26.7 69.6 .8 *
£ FY2023 (n=475)
Specified skills worker (n=2,299) RENS 79.9 5.7 S
§ FY2024 (n=396)
Technical intern (n=2,294) {oKe; 82.0 7.1 » FY2023 (n=2,588)
=
m Increase in the future / Newly hire ® Maintain the current level = Reduce in the future 9D Evy2024 (n=2,243)
Notes: 1) "n" excludes firms that did not respond to the question about their plans for . ) o
hiring foreign personnel. 2) “Highly skilled professional” are engineers, specialists in ® Increase in the future / Newly hire = Maintain the current level
humanities, and international services. By Industry | m Reduce in the future

Future (2-3 years) plans for hiring highly skilled professionals
by firms realizing the benefits (%)

FY2023 (n=1,785) 30.1 68.7

|

Firms perceiving specific effects and FY2024 (n=1,574) 29.9 66.9

results (n=739)

manufacturing Manufacturing

. . FY2023 (n=1,278 29.0 70.0
Firms that have yet to see tangible L ( )
benefits (n=37) S
FY2024 (n=1,065) 31.5 65.6 :
mIncrease in the future / Newly hire ®Maintain the current level Reduce in the future
Notes: 1) "n" excludes non-responses. 2) “Highly skilled professionals” are
Note: "n" excludes non-responses. Copyright © 2025 JETRO. All rights reserved. 55
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IV-2. Efforts to Promote Sustainability

70% of Large Firms Disclose Sustainability
Information

m Regarding information related to sustainability, including respect for the environment and human rights, 71.5% of large
firms answered that they “already disclose/plan to disclose within a few years.” In contrast, only 20.7% of SMEs do so, a
noticeable gap.

m By industry, about 80% of firms in finance & insurance and about half in chemicals disclosed it, which was relatively high.

Status of Sustainability-Related Disclosure Initiatives Sustainability-Related Information Disclosed
by Industry
Already disclose sustainability _ 715 Finance & insurance (n=51)
_ mformatlon_about your : Chemicals (n=77)
firm/plan to disclose in the 20.7 c : _ i
next few years onstruction (n=88)
Transport (n=56)
Disclose Sustainabi“ty - 20.8 General machinery (n=118)
information by requests from Cars/car parts/transportation machinery (n=87) KNI
domestic customers 18.9 IT equipment/electronic parts & devices (n=55)
Wood/furniture/paper & pulp (n=62)
Disclose sustainability . 12.3 Precision equipment (n=78)
information by requests from Ceramics/earth & stone (n=25)
foreign customers 9.6 Electrical equipment (n=92)
Medical products & cosmetics (n=54)
I 6.4 Petroleum/plastics/rubber (n=79)
None of the above Communication/information & software (n=81)
33.9 Other manufacturing (n=262)
Other non-manufacturing (n=184)
. 118 Textiles/clothing (n=102)
Not sure Iron & steel/non-ferrous metals/metal products (n=176)
26.6 Retail (n=105)
Food & beverages (n=590)
00 200 400 600 80.0 (%) Trade & wholesale (n=645)
m Large firms (n=456) = SMEs (n=2,670) Professional services (n=59) IFKEN (%)
Note: 1) "n" excludes non-responses. 2) Sustainability information could include, for example, matters related to the 0 20 40 60 80

environment, society, employees, respect of human rights, anti-corruption, anti-bribery, governance, cyber security,

X Copyright © 2025 JETRO. All rights reserved.| 57
and data security (from FSA data).
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More than Half of Firms Are Implementing HRDD
2
(Including Planned or Considering to Do So)

m The percentage of firms that have developed policies to respect human rights is 38.9%, up 9.7 points
from previous year. About 80% (76.0%) of large firms have developed one.

m The percentage of firms implementing human rights due diligence (HRDD) was 16.4%. When
adding firms planning and considering HRDD, the total is 56.0% (up 15.1 points from previous year).

Status of Human Rights Policy

Development and Disclosure Status of Implementation of HRDD
[Overall and by Firm Size (Time Series)] (%) [Overall and by Firm Size (Time Series)] (%)
2.9 :
FY2023 (n=3,013 . .
. FY2023 (n=3,035) FERAFERNIN 3455 33.6 Al firms ( ) BB 285 2o
All firms 2.0
FY2023 (n=450) 50.2 .0 21.8 TE - FY2023 (n=439) m 29.2 39.0
Large firms 76.0% 0.9 Large firms 8200
FY2024 (n=441) | 59.4 16.6 12_9@ FY2024 (n=435) 46.7 ., 29.0 21.6
2.3
FY2023 (n=2,585) CRENS.7 365 37.6 FY2023 (n=2,574) | 28.4 62.5
SMEs SMEs 2.8
FY2024 (n=2,596) MANI2.2 34.3 30.9 FY2024 (n=2,566) 38.1 47.8
[By Type of Firms (FY2024)] [By Type of Firms (FY2024)] 51
Exporting firms (n=1,536) TIEXIER.3 3359 Exporting firms (n=1,520) TR 13713 49.7
Firms with overseas bases (n=1,067) w.l 26.1 BHEN Firms with overseas bases (n=1,052) 27.9 3. 38.1 30.2
: L 1.7
Importing firms (n=121) A2 36.4 Importing firms (n=118) Fk . 25-6 56.8
1.2 L :
Domestic firms (n=250) FEEEEN 1553 Domestic firms (n=248) 31.9 58.5

B Implementing HRDD
B Planning to implement it within a year

® A policy has been developed but has not been published externally Considering to implement it within a few years
No plan to implement it

m A policy has been developed and published externally

A policy has not been developed, but there are plans for developing one

N Note: “n” is the number of firms excluding “non-responses”. “Exporting firms”
within a year 9 P p 9

A policy has not been developed but is under consideration to be above are firms that are exporting but with no overseas bases. “Importing
developed within a few years firms” are firms that import only (no exporting, no overseas bases). “Domestic
® No plans to develop a policy in the future firms” are firms that neither export or import and have no overseas bases.
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3

HRDD Implementation Status:
Differences Widen by Industry

m The percentage of firms "implementing HRDD" increased more than 10 points from previous year in finance
& insurance (up 30.1 points) and eight other industries, while the percentage remained flat or decreased in
some industries. The level of efforts is becoming more varied by industry.

FY2023 (n=1,747)

m Manufacturing FY2024 (n=1,787)

Ceramics/earth &
stone

Chemicals

IT/electronic parts &
devices*1

Cars/transporta-
tion equipment*2

Wood/furniture
/paper & pulp

Iron & steel/metal
products*3

General machinery

Electrical equipment

Textiles
/clothing

Petroleum/plastics
/rubber

Food & beverages

Other manufacturing

Precision equipment

Medical products &
cosmetics

FY2023 (n=26)
FY2024 (n=24)
FY2023 (n=78)
FY2024 (n=75)
FY2023 (n=53)
FY2024 (n=55)
FY2023 (n=82)
FY2024 (n=84)
FY2023 (n=66)
FY2024 (n=61)
FY2023 (n=199)
FY2024 (n=169)
FY2023 (n=156)
FY2024 (n=112)
FY2023 (n=109)
FY2024 (n=90)
FY2023 (n=99)
FY2024 (n=100)
FY2023 (n=82)
FY2024 (n=77)
FY2023 (n=493)
FY2024 (n=565)
FY2023 (n=175)
FY2024 (n=248)
FY2023 (n=69)
FY2024 (n=77)
FY2023 (n=60)
FY2024 (n=50)

9.4 120681 )]

39.1
15.4
| 20.5 9.0
[ 38.7 4.
[ 17.0 [1NONwr N
0.8/ 40 /|
[ 25.0 4.¢

13.6 BPLR:

[ 19.7 | 37.7
&= 322
[ 19.5 3.¢
32.1
17.9 11!
- 284

[ 15.6 D 38.9
27.3
¥ 244
44.2
6.3 33.1
115} 37.9
W 286

39.9
26.1
10.4 45.5
EN 1300
10.0.¢ 56.0

38.5

34.8

39.0

29.2
32.1
36.0

36.9

57.6
42.0
57.7
38.5

56.6

23.6

51.2
33.3
57.6
41.0
58.3
38.5
59.0
45.5
59.6
43.3
58.6
41.0
61.0
39.0
59.0
48.1
61.7
47.2
56.5
41.6
55.0
30.0

25.0

21.3

Status of Implementation of HRDD (by Industry, Time Series)

Y (%)
(%) = Non- FY2023 (n=1,266) TR} 26.1 61.1
manufacturing  FY2024 (n=1,214) RPN 33.4 47.0
Finance & FY2023 (n=43) [} 20.9 55.8
insurance FY2024 (n=49) 18.4  30.6
Conctruct FY2023 (n=87) FEEEY | 25.3 54.0
ons ction
et Fy2024 (n=85) [IEREEE 247 40.0
. t FY2023 (n=70) RN 214 60.0
ranspor
P FY2024 (n=53) [IEKRE340 39.6
FY2023 (n=99) [ 31.3 60.6
Retail
FY2024 (n=97) [REE) 33.0 48.5
Professional  FY2023 (n=62) FEITT19.4 72.6
services FY2024 (n=57) EEEN 28.1 52.6
Trade & FY2023 (n=685) Il -1 26.0 62.2
wholesale FY2024 (n=614) 35.5 48.9
Othernon-  FY2023 (n=144) [ENS 271 59.0
manufacturing FY2024 (n=179) FERENE | 37.4 45.8
Communication/ FY2023 (n=76) 31.6 59.2
Information &
Software FY2024 (n=80) [ENSE " 31.3 52.5

B Implementing HRDD

B Planning to implement it within a year
Considering to implement it within a few years
No plan to implement it

Note: “n” is the number of firms excluding “non-responses”. Bolded and shaded

industry names indicate industries in which the percentage of firms that are

“Implementing HRDD" increased by 10 points or more from the previous year.
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IV-2. Efforts to Promote Sustainability

The Top Reason for Implementing HRDD Is the Recognition
4 - - -
That Respect for HR Is a Corporate Responsibility

m The largest share of respondents (76.9%) cited “Recognizing that respect for human rights is a corporate
responsibility" as a reason for implementing HRDD.

m The top overall reason for not planning to implement HRDD is that they do not know how to implement
specific measures (38.5%), this being the case for 39.5% of SMEs.

Reasons for Implementing HRDD Reasons for Not Planning to Implement HRDD
*Including planned or under consideration (%) (%)
rights is a corporate responsibility 75.0 specific initiatives : 39.5
Considering the importance of m 66.0 There is no specific request from —191 29.0
sustainability management 37.7 ' customers : 29.7
Increased concern about human -8 None in particular m 37.2
rights risks in their business %324'3 P 27.4 '
Received related requests from 1%667 ffl?ge to inability lto ssctl),lrs -171.9'2
customers 13% sufficient personnel and budget 19.4
5 For business types that do not -11.218
Increased efforts in the industry 25.8 involve a supply chain 185,9‘ m Overall (n=1,321)
_ _ 10.4 ® Overall (n=1,680) Recognizing there is no need for -8'170 6 o '
. . . [ ] =
Increased dedrir;igc;:(;g information m 27.3 mLarge firms (n=341) implementation g Large firms (n=94)
9.0 SMEs (n=1,339) Due to lack of progress in related - g SMEs (n=1,227)
Formulation of a guideline by the “ 2.9 I legislation in Japan and abroad 6. _
Japanese government 5.3 : H'g Note: "n" is the number of
8.7 . . . Others 5.3 firms that responded “No
None in particular 38 Comments from firms implementing HRDD 1. plan to implement HRDD".

. Information disclosure is being promoted to all stakeholders via websites, etc. Requests for
There is a sense of urgency about m 19,1 disclosure are on the increase (Chemicals, Large firms)

reputational risk 4.3 «  When dealing with overseas listed firms, we are forced to be aware of the inclusion of human
Related legislation is being enacted 8 2 "_'I_qh(tjs lg thhe Iquelstlcljns asfl_(ed during vendor registration and in the terms of the contract
abroad. S5 (Trade & wholesale, Large firms)

5 - In the textile industry, there is a trend to check for low wages, forced labor, and other risks to
Others h 12% human rights in the supply chain. Audits are now being conducted by large firms as international
1.0 regulations and guidelines have been tightened. Audits have increased considerably over the
past year or two (Textile/Textile/Clothing, SMESs).

Note: "n" is the number of firms that responded + Industry associations are sending invitations to seminars and workshops on HRDD, and
“Implementing HRDD," "Planning to implement it vehicle manufacturers, our largest customer base, are becoming more active in this area (Cars/car
within a year" or "Considering to implement it parts/transportation machinery, SMEs).
within a few years."
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5 Reasons for Implementing HRDD Varied
by Industry

Reasons for Implementing (Including Planned or Considering To) HRDD (%)

Recognizing| Considering | Increased Received T, Formu.lathn There is a Related
respect for the concern related Increased sense of

. - . . d fi N i legislation i
l;lic:mc;f HR is a |mpor.tanc.e. of] .abogt HR. requests efforts in the ?ni?l’?w:atigr: pa?tri]sullgr urgency .aboutb:ign'; aer:thsd
corporate | sustainability |risks in their from industry o Japanese reputational abroad
ibili customers government risk
Total 1,680 . . 13.6 13.5 8.7 4.0
Manufacturing 1,037 76.2 43.1 13.8 16.2 13.1 12.0 8.3 3.8
Food & beverages 293 70.3 37.2 10.2 11.3 6.8 9.2 2.4
Textiles/clothing 59 78.0 42.4 18.6 18.6 10.2 6.8 6.8 3.4
mgd/f“m't“re/paper & 36 | 806 38.9 19.4 16.7 16.7 11.1 8.3 0.0
Chemicals 59 78.0 55.9 13.6 13.6 13.6 22.0 5.1 3.4
Medical products &
cosmetics 35 65.7 40.0 31.4 14.3 17.1 8.6 8.6 0.0
Petroleum/plastics/rubber 47 85.1 40.4 10.6 25.5 10.6 21.3 2.1 2.1 2.1
Ceramics/earth & stone 18 83.3 44 .4 5.6 11.1 5.6 11.1 5.6 11.1 0.0
Iron & steel/non-ferrous
metals/metal products 104 79.8 39.4 12.5 21.2 17.3 11.5 4.8 7.7 3.8
General machinery 61 83.6 47.5 11.5 13.1 8.2 18.0 9.8 4.9 8.2 4.9
Electrical equipment 51 82.4 52.9 15.7 19.6 19.6 13.7 11.8 2.0 9.8 7.8
IT equipment/electronic
parts &ldevices 42 78.6 45.2 16.7 21.4 14.3 9.5 9.5 2.4 9.5 9.5
Cars/car parts/
transportation machinery 56 80.4 53.6 21.4 37.5 42.9 12.5 16.1 3.6 10.7 5.4
Precision equipment 45 66.7 33.3 4.4 11.1 13.3 8.9 6.7 20.0 4.4 6.7
Other manufacturing 131 77.1 48.9 16.0 12.2 11.5 12.2 7.6 12.2 8.4 4.6
Non-manufacturing 643 78.1 44.0 16.3 9.5 14.2 14.0 8.4 9.3 10.0 4.4
Trade & wholesale 314 75.8 41.7 14.6 11.1 13.7 13.7 5.7 11.8 8.0 4.5
Retail 50 86.0 48.0 18.0 4.0 12.0 4.0 6.0 6.0 6.0 0.0
Construction 51 82.4 47.1 13.7 9.8 25.5 21.6 17.6 5.9 15.7 3.9
Transport 32 78.1 53.1 25.0 9.4 12.5 21.9 9.4 6.3 12.5 12.5
Finance & insurance 34 76.5 52.9 29.4 0.0 29.4 26.5 20.6 8.8 23.5 2.9
Communication/informatio
n & software 38 78.9 34.2 18.4 10.5 13.2 2.6 7.9 7.9 5.3 2.6
Professional services 27 77.8 40.7 22.2 11.1 7.4 11.1 0.0 7.4 7.4 3.7
Other non-manufacturing 97 79.4 46.4 12.4 9.3 8.2 14.4 11.3 7.2 12.4 5.2
Note: Firms that responded “Implementing HRDD" "Planning to implement it within a year" or "Considering to implement it within a few years" are included.
“Others" and "Non-responses" are not listed. Shading indicates the top five industries in each category. Copyright © 2025 JETRO. All rights reserved.| 61
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70% of Firms Are Willing to Work Toward a
Circular Economy

= The total number of firms that responded that they are "working on,” “considering working on within three
years,” or “want to work on but have no concrete plan yet,” on at least one of the five initiatives related to the
circular economy, such as "changing product specifications,” was about 70% of all respondents.

m By business type, firms with overseas bases (71.6%) scored the highest percentage, followed by exporting firms

(69.6%).

Status of Circular Economy-Conscious Efforts
(“Change of product specifications”, “Change of packaging materials”, “Collection and recycling of used products”, "Promotion of reuse” and "Change of sales formats")

%
n=3,162 (%) By Business Type (%)
. 0 20 40 60 80 100
= Working on or
would like to _ _
the following (n=1,595) :
= No plans to
work on any of Fi ith
KNOw bases (n=1,111)
Non-response
(n=129) 67.4 5.2
. ; %)
By Firm Size (
(n=260) : P
Large firms (n=461) 69.4 5.9
Note: "Exporting firms" above are firms that are exporting but with no
_ overseas bases.
SMEs (n=2,701) 68.6 2 "Importing firms" are firms that import only (not exporting firms
nor firms with overseas bases).
Note: "Working on or want to work on any of the above" includes the “Domestic firms” are firms that neither export or import and have
options "working on", "considering working on within 3 years", and no overseas bases.
"want to work on but no concrete plan yet". Copyright © 2025 JETRO. All rights reserved.| 62
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7 Circular Economy Measures Advancing in
the Wood and Chemicals Industries

mLooking at the five questions about the circular economy by firm size, a higher percentage of SMEs responded "would like
to work on it, but no concrete plan yet" than large firms, indicating that they are willing to work on it but are still looking
for ways to do so.

mBy industry, wood/furniture/paper & pulp and chemicals ranked high in all questions. Iron & steel/non-ferrous
metals/metal products had a high percentage of respondents who are involved in the promotion of recycling and reuse.

Measures for a Circular Economy (By Firm Size) Top 5 industries with the highest total percentage of answering

Change of Product Specifications "Working on” and "Considering working on within the next three years"

Overall (n=2,961) 288 4. 20.9 [Change of Product Specifications] [Change of Packaging Materials]
Large firms (n=424) 39.9 2. 12.0 Wood/furniture/paper & pulp 60.0 Wood/furniture/paper & pulp 50.0
B (n=60) é "~ (n=60) o
SMEs (n=2,537) 22.4 Chemicals (n=74) Medical products & cosmetics 50.0
Change of Packaging Materials Ceramics/earth & stone (n=23)5 47.8 (n=52) R
Overall (n=2,939) 20.0 Medical products & cosmetics e iemiezls (=75 ..47.9
L firms (n=420) 40.2 3 ) 0_ (n=52) - 46.2  Electrical equipment (n=90) 433
arge firms (n= . . . s ;
9 Textiles/clothing (n=98) . 44,9 Food & beverages (n=568) . 407
SME_S (n=2,519) 25-1 6.1 21.6 [Collecting and Recycling Used Products] [Promotion of Reuse]
Collecting and Recycling Used products Iron & steel/non-ferrous Iron & steel/non-ferrous  sas
overall (n=2,926) [IEZXIE? 23.8 metals/metal products (n=163) _+*-2 Mmetals/metal products (n=163) """
, Ceramics/earth & stone (n=23) ‘@ 43.5 Ceramics/earth & stone (n=21) : 42.9
Large firms (n=423) 44.7 - 10-6 Chemicals (n=74) .43.2 Cars/car parts/transportation . g
_ ] Transport (n=52) . 42.3 machinery (n=83) e
SMEs (n=2,503) 25.0 4. 250 Cars/car parts/transportation 38.¢ Chemicals (n=75) 400
Promotion of Reuse machinery (n=83) "~ Wood/furniture/paper & pulp 390
overall (n=2,921) [JJTEXIIEY 24.5 (n=59) e
] i han f Sales Form
Large firms (n=424) 41.0 2, 11.1 Working on [E ange o t_Sa gs; © o at;l& p—
= Consider working on within 3 ommunication/information & software ¢ o
sMEes (n=2,497) [[EEERRY 26.8 vomrs (n=73) St
Change of Sales Format Want to work on, but no General machinery (n=113) . 283
Overall (n=2,906) REWZ 35.0 31.3 &%”STSE% plan yet Precision equipment (n=74) 257

i Wood/furniture/paper & pulp (n=59) 220
Large firms (n=412) 19.4 2 2L B Not sure Ceramics/earth & stone (n=23) L0217
SMEs (n=2,494) L/ 22 Note: N is the number of firms excluding non-responsesC.Opy”ght © 2025 JETRO. Al rights reserved | 63
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8-1 Cost and Human Resources to Comply with Complex Regulations Are
Challenges for Human Rights and Environmental Compliance (1 of 2)

What They Are Working On

Supply Chain
B Common: Conduct risk assessments, evaluate and prioritize environmental (greenhouse gases, water pollution, waste
disposal, etc.) and social risks (discrimination, health and safety related issues, etc.) in the supply chain. (Construction, Large
firms)
B Common: Information and guidance from major customers are helping to protect the environment and prevent human
rights violations. (Cars/Car Parts/Transportation Machinery, SMEs)
: When contracting business overseas, the prohibition of child labor, etc., is included in the contract. (Other
Manufacturing, Large firms)
: China and India are the main overseas suppliers. Careful selection of suppliers is necessary. (Trade &
Wholesale, SMEs)
: Do not import or trade raw materials, etc. caught in IUU fishing (illegal, unreported and unregulated fishing).
(Trade & Wholesale, SMEs)

Regulations

: Declaration of the Modern Slavery Act in the UK. (Chemicals, Large firms)

: Containers changed from Styrofoam to paper (Food & Beverages, SMES)
Change from plastic bottles to glass bottles (Trade & Wholesale, SMEs)
Conforming to the EU regulations, switching plastic molded products over to biodegradable materials in stages. (Other
Manufacturing, SMEs)

Certifications

: ISO 14001 certified (Precision Equipment, Large Firms)

Other

B Common: We are members of Sedex, EcoVadis, and CDP, which are international information sharing platforms for sustainability
management, and are making efforts to collect information on overseas regulations and systems so that we can take action.
(Chemicals, Large Firms)

: 100% recycling of distillation effluent discharged by the company for use in its own plant. (Food & Beverages,
SMES) Note: Responses excerpted from the 1,188 companies that responded to the open-ended question. Copyright © 2025 JETRO. Al rights reserved. | 63<]
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8-2 Cost and Human Resources to Comply with Complex Regulations Are

Challenges for Human Rights and Environmental Compliance (2 of 2)
Challenges

Regulation

B Common: With a series of environmental and human rights laws and regulations such as the European Battery Regulation,
the EU’s Regulation on Deforestation-free Products (EUDR), and the EU’s Corporate Sustainability Due Diligence Directive
(CSDDD), identifying the scope of impact on our company and securing resources to address it are major issues.
(Cars/Car Parts/Transportation Machinery, Large Firms)

Common: It is important to promote environmental responsiveness, optimal pricing to suppliers, etc., but it leads to
higher manufacturing costs. This is not accompanied by a global culture (including Domestic firms) to pass it on to
selling prices (Iron & Steel/Non-ferrous Metals/Metal Products, SMEs).

: Increasingly, companies are required to sign a "Code of Conduct" (Code of Conduct Guidelines) requested
by overseas customers and consent forms compliant with CSDDD, etc., to promote common understanding and awareness
within the company. More time is needed to formulate and disclose documents, and to actually put them into
practice (IT Equipment/Electronic Parts & Devices, SMEs).

: Compliance with the requirements of the European REACH regulation (Precision Equipment, SMEs)

Certification

: We have obtained environmental certifications, etc., but the financial burden is very high and we have to
make our customers wait until we can afford the costs. (Chemicals, SMEs)

Human Resources and Corporate Structure

B Common: There is no specialized department. Difficult to address due to lack of HHRR (many respondents)
: Regarding human rights, we created a CREDO BOOK (Code of Ethical Conduct) this year. It will take
time to disseminate the contents of the book to all employees, and we are not sure how we should do it. (Food & Beverages,
Large Firms)

Other

® Common: Even if a product has sustainable value, it does not lead to purchase. (Professional Services, SMEs)
: Although we are taking environmental considerations into account, we are not able to show our efforts
outside of our company. (Professional Services, Large Firms)

Note: Responses excerpted from the 1,188 companies that responded to the open-ended question.. Copyright © 2025 JETRO. Al rights reserved.| 65



After reading the report, kindly fill out the
questionnaire below (takes about 1 minute).

[=]
https://www.jetro.go.jp/form5/pub/ora2/20240043 =

[Report Version] FY 2024 | Overseas Business Survey
Survey on the International Operation of Japanese firms

O o03-3582-5177
Japan External Trade Organization

(JETRO) @ L. .
Research & Analysis Department ori@jetro.go.jp
International Economy Division

T107-6006
0 6F ARK Mori Building, 1-12-32 Akasaka,
Minato-ku, Tokyo

m Caution

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

Disclaimer: 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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