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Survey Summary (1)

Purpose of Survey (Firms, %)
® To understand the current business activities of Firms Firms responding Category Valid
Japanese-affiliated companies operating in Asia and surveyed . 0 : Non- responses
Oceania and to disseminate those findings widely. Valid (%) Manufacturing - tacturing
Total 11,994 4,630 100.0 2,215 2,415 38.6
Surveyed Countries/Regions Northeast Asia 2,416 1,425 30.8 636 789 59.0
® Japanese-affiliated companies (with direct and indirect Chia 1,405 818 17.7 502 316 58.2
Japanese investment of 10% or greater) operatingin a Hong Kong/Macau 364 274 5.9 35 239 75.3
total of 20 countries/regions in northeast Asia (5), Taiwan 501 216 4.7 60 156 43.1
ASEAN countries (9), southwest Asia (4), and Oceania
). South Korea 146 117 2.5 39 78 80.1
ASEAN 8,122 2,519 54.4 1,309 1,210 31.0
_ Vietnam 1,345 652 14.1 385 267 48.5
SURTY FEre | Thailand 2,541 620 13.4 358 262 24.4
e October 10 to November 10, 2017 Indonesia 1,698 438 9.5 247 191 25.8
Singapore 717 334 7.2 76 258 46.6
Malaysia 939 227 4.9 130 97 24.2
Response Rate Myanmar 213 83 1.8 18 65 39.0
® Of a total of 11,994 surveys sent out, we received valid Philippines 382 73 1.6 47 26 19.1
responses from 4,630 firms (38.6%). The breakdown of Cambodia 232 65 14 31 34 28.0
respondents by country and region is provided in the Laos 55 27 06 17 10 491
table to the right. : :
Southwest Asia 1,007 432 9.3 209 223 42.9
Notes J India 795 328 7.1 153 175 41.3
® The survey has been conducted since 1987, making Bangladesh 115 42 0.9 25 17 36.5
this year the 31st version. Pakistan 46 32 0.7 20 12 69.6
® Since 2007, the survey has included non-manufacturing Sri Lanka 51 30 0.6 11 19 58.8
sectors.
® Numbers in tables are rounded, so they do not Oceania 449 254 55 61 193 BelG
necessarily total 100%. - : :
® Surveys in Taiwan were conducted with the assistance Australia 291 181 3.9 41 140 62.2
of the Interchange Association, Japan (I1AJ). New Zealand 158 73 1.6 20 53 46.2

A
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Survey Summary (2)

By industry category

Manufacturing Total

Motor vehicles/Motorcycles

Iron/Nonferrous metals/
Metals

Electric machinery
Chemical/Pharmaceutical
Food

Textiles

General machinery
Precision machinery
Rubber/Leather

W ood/Pulp

Other manufacturing
industries

Non-manufacturing Total
Wholesale/Retall
Transport
Construction
Finance/lnsurance
Communications/Software
Business services
Travel/Amusement

Restaurant

Other non-manufacturing
industries

(Firms, %)
Valid (%)
2,215 47.8
427 9.2
357 7.7
343 7.4
287 6.2
154, 3.3
113 24
95 21
67 1.4
53 11
37 0.8
282 6.1
2,415 52.2
1,066 23.0
259 5.6
175 3.8
174 3.8
126 2.7
117, 2.5
66 1.4
34 0.7
398 8.6

Large vs. Small and Medium-
sized Enterprises (SME)

® Large
= SME

Note: The definition of “small’and medium-sized enterprises” here is based
on the definition provided in Japan’s Small and Medium-sized
Enterprise Basic Act.

Note: Industry category details are as follows:

1. Food: Food/Processed food, agricultural or fishery
products

2. Textiles: Textiles (Spinning/Woven fabrics/Chemical

fibers), Textile apparel/Textile products

Wood/Pulp: Lumber/Wood products, Paper/Pulp

Chemical/Pharmaceutical: Chemicals and allied

products/Petroleum products, Medicines, Plastic products

5. Rubber/Leather: Rubber products, Leather
tanning/Leather products/Fur skins

6. Iron/Nonferrous metals/Metals: Iron and steel (including
cast and wrought products), Nonferrous metals, Fabricated
metal products (including plated products)

7. General machinery: General-purpose
machinery/Production machinery (including molds and
machine tools), Office machines

8. Electric machinery: Electrical machinery/Electronic
devices, Information and communication electronics
equipment

9. Motor vehicles/Motorcycles: Motor vehicles and
motorcycles, Motor vehicle and motorcycle parts and
accessories, Transportation equipment (Railroad
vehicles/Ship/Aircraft/ Industrial trucks), Transportation
equipment parts (Railroad vehicles/Ship/Aircraft/Industrial
trucks)

10. Precision machinery: Precisioninstruments (Analytical
instruments/Optical instruments and apparatus, etc.),
Medical equipment

11. Wholesale/Retail: Wholesale and retail trade, Trading, and
sales companies

12. Financel/lnsurance: Banks, Non-banks
(Insurance/Securities brokerage/Credit card/Leasing, etc.)

13. Communications/Software: Communications/Software

14. Transport activities/Warehouse: Transport
activities/Warehouse

15. Travel/Amusement: Accommodations/Travel, Amusement

16. Restaurant: Restaurant

Pw

Note: Wholesale/Retail includes the sales bases of manufacturing firms.
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Firms by Country/Region

Total

Northeast Asia

China

Hong Kong/Macau
Taiwan

South Korea

ASEAN

Vietnam
Thailand
Indonesia
Singapore
Malaysia
Myanmar
Philippines
Cambodia
Laos

Southwest Asia

India
Bangladesh
Pakistan
Sri Lanka

Oceania

Australia
New Zealand

Large
2,907

980
528
184
175

93

1,386
304
262
279
243
152

60
43
32
11

331
268
20
27
16

210
158
52

(Firms)
SME
1,723

445
290
90
41
24

1,133
348
358
159

91
75
23
30
33
16

101

60
22

44
23
21



Survey Summary (3)

Total (n = 4,630 includinj;e firms

uncertain about establishmentyear

China (n = 818) Hong Kong/Macau (n = 274) Taiwan (n = 216)

498 494 124 145 - 21 2491 "
—————— 343 90 267 &R Lo 1 43 . 44
161 125 111 139 1-1_-7_4_15 —%—6—-%-25
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Key Points (1) la

Results of JETRO’s 2017 Survey on Business Conditions of
Japanese Companies in Asia and Oceania

Business confidence improving, intention to expand business recovering in China

1. Companies expecting surplus increased, while those expecting deficit decreased (Refer to page 8.)

>

>

Companies expecting operating profits for 2017 to be a surplus accounted for 67.4%, a 4.6-percentage-point increase from the 2016 survey
(62.8%). Those expecting a deficit came to 18.3%, a 3.5-percentage-point decrease from the 2016 survey (21.8%).

Looking at the rate of companies expecting a surplus by country and region, South Korea (82.1%) and Taiwan (81.7%) marked the highest,
followed by the Philippines, Australia, and Malaysia. Meanwhile, the rate was below 40% in Sri Lanka (31.0%), Myanmar (33.8%), and
Cambodia (35.4%). In these countries, many companies have a short business history.

. Improved business confidence in almost all countries, mainly in Southwest Asia (Refer to pages 13, 14, and 17.)

Over 40% of the companies expect their operating profits to improve (from the previous year) for 2018, as they did for 2017. Companies
predicting a downturn for 2018 came to 9.9%, a decrease of 9.6 percentage points from the outlook for 2017 (19.5%).

The diffusion index (DI) in 2018, which is the proportion of businesses reporting increased operating profits minus those reporting
decreased operating profits compared to the previous year, marked 38.2 points, an 11.5-point increase compared with 2017. Among
reasons forimprovement, “Sales increase in local markets" was the most-frequently cited, followed by “Improvement of production
efficiency” and “Sales increase due to export expansion.”

Looking at the DIs for 2017 and 2018 by country and region, business confidence improved in all countries, except Laos and Cambodia, of
which the DI was the same. In particular, the DI significantly improved in four countries in Southwest Asia (Bangladesh, India, Sri Lanka,
and Pakistan), as well as in Vietham and Laos, where the DI exceeded 50 points.

3. Intention to expand business being strong in Southeast/Southwest Asia, recovered in China (Refer to pages 18 and 20.)

Among respondents, 53.7% expect to expand business in the next one or two years, which is a 1.5-percentage-pointincrease from 2016
(52.2%). Looking at the results by country and region, companies answering with “Expansion" significantly increased to 48.3% (up 8.2
percentage points) in China, while the proportion slightly increased to 55.7% in Southeast Asia (up 0.3 percentage points).

Comparing the rate of “Expansion” between Southeast Asia and China, Southeast Asia has consistently come out on top since 2012, when
China showed a sudden decline. The gap increased to 16.2 percentage points in 2015, but decreased to 7.4 percentage points in 2017.
Companies in Pakistan (81.3%), Myanmar (70.7%), India (69.6%), and Vietham (69.5%) are more willing to expand their businesses.

Copyright © 2017 JETRO. All rights reserved. Reproduction without permission is prohibited. 6



Key Points (2) i.a

4. Wage increase being the biggest operational issue, but with the wage increase rate basically decreasing from the

previous year (Refer to pages 30, 31, 71, and 72.)

» Among operational issues, “Wage increases” was the most commonly cited at 66.7%, up 1.4 percentage points from the 2016 survey.

» By country and region, Cambodia (82.8%) ranked the first, overtaking Indonesia (80.8%), and China (75.3%), etc., followed by Vietnam
(75.2%) and India (72.1%).

» Regarding the average rate of increase in wages for all industries on a year-on-year basis for 2018, the rate was higher in Pakistan (9.9%),
India (9.5%), Bangladesh (9.1%), and Myanmar (8.6%). These are the same four countries that marked the highest in the 2016 survey,
although Bangladesh overtook Myanmar this year.

» The wage increase rate generally decreased from the 2016 survey. In China, the rate has been slowing down by single digits since 2013
and is predicted to decline to 5.9% in 2018.

5. Manufacturing: Local procurement rate increased in Southeast Asia, but still much lower than that in China (Refer to

pages 42, 44, 45, 46, and 48.)

» Material costs accounted for approximately 60% of local production.

» When asked about how they planned to reduced material cost, 72.8% of the companies answered with “Raising the local procurement.”

» Looking at the results by country and region, the local procurement rate was higher in New Zealand (67.9%) and China (67.3%). In
particular, the rate reached 71.3% in China’s Motor vehicles/Motorcycles industry.

» Looking at major countries, the local procurement rate increased from 2012 in Thailand, India, Indonesia, Vietham, and the Philippines.
However, the rate needs to be further increased in these countries because the rate is still lower than that of China, with an over-10-
percentage-point gap.

6. Non-manufacturing: Shifting of the target of future market development to “Local companies™ (Refer to pages 58, 66,

and 68.)

» Regarding initiatives for local market development by non-manufacturing companies, it is expected that a higher proportion of companies
will target “Local companies” (74.9%) for sales to corporate customers than “Local Japanese-affiliated companies” (49.4%).

» The proportion of companies that selected “Products/services which are customized for local market (design, packaging or taste)” as
products/services preferred by local customers was 8.8 percentage points higher than that of companies that selected “Products/services for
Japanese market (which you also sell in Japan).” By country and region, “Customized for local market” was more frequently selected in
Australia and India, while “Products/services for Japanese market” was selected by a larger proportion of respondents in Taiwan and Hong
Kong & Macaul.

» A largest proportion of companies selected “SNS” as an effective advertising medium for market development. In particular, the proportion
exceeded 60% in Cambodia, Myanmar, Vietnam, and New Zealand. Among SNS, Facebook accounted for 94.3%, followed by Instagram
(37.3%) and Twitter (17.9%).

Copyright © 2017 JETRO. All rights reserved. Reproduction without permission is prohibited. 7



Total (n=4,594)
ASEAN (n=2,500)

South Korea (n=117) 14.53.2_15
Taiwan (n=213) 9.9 M
Philippines (n=73) 11.0 m
Australia (n=180) IlO.G:QQ:Blj
Malaysia (n=225) 10.7 m

HK & Macau (n=271) N T NN
Pakistan (n=32) m\‘\\
New Zealand (n=73) 17.8 11.0:
China (n=814) 124 m\g
Singapore (n=333) 159/ PR
Thailand (n=612) 18.8 &6&%‘
Vietnam (n=650) 158 :MN
Indonesia (n=435) EATANNG N AN
India (n=324) 14.8 Q\I\ \‘&]
Bangladesh (n=41) 220077 NN\N
Laos (n=27) 14.8 \{\\\\ \\\\\\
Cambodia (n=65) 16/9/NN \\\ NN\
Myanmar (n=80) 20 0 \\ \m

Sri Lanka (n=29) 448 NN

= Profit -~ Breakeven « Loss

0 20 40 60

80 100 (%)

Large (n=2,883)

&NL

Total SME (n=1,711) %\W
Taiwan Lagl\ﬁlz( Qig‘jg
Philippines Lgﬁ; gﬂzggg
Malaysia Laégﬁérziiggg
Thailand L;r\%g Egzggg;
China Lgﬁé gﬂzgggg
Indonesia Lg;%é 22357»%
Vietnam L;r\%é Egzgg%
HK & Macau Lag\;.eé ingég
Singapore La;g'\jE(fE;zgg
India Laégl\iE(rziigg;
Cambodia Lg:\%é E:zgg

mProfit ~ Beakeven *Loss Note: Countries/regions for which n for Large/SME > 30

expect operating “Loss,” down 3.5 pp from 21.8% in 2016.
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® A total of 67.4% of the firms expect operating “Profit” for 2017, up 4.6 percentage points (pp) from 62.8% in 2016; in contrast, 18.3% of the firms

® By country/region, the proportion of firms expecting operating profit was the highest in South Korea at 82.1%, followed by Taiwan at 80%. The
proportion exceeded 70% in the Philippines, Australia, Malaysia, Hong Kong & Macau, Pakistan, New Zealand, and China.

® A total of 74.3% of the large enterprises expect operating profit, which was higher than 55.8% of the SMEs by 18.5 pp. The proportion of positive
forecasts was higher among large enterprises than SMEs in all the 11 countries/regions with valid responses from more than 30 companies. In
particular, the proportion of profitable firms was higher among large enterprises than SMEs by over 20 pp in Indonesia, Singapore, and India.




1. Operating Profit Forecast (2)

Proportion of profitable firms - 2009 to 2017 (by country/region)

ASEAN 5 ]

%) [ Northeast Asia (Excl. China) ] (%) [
90 90

80 +— —n = 80 —a

/., \/\‘\ > - e &
. \\\ ,I.’ \\\\\\ ‘ o _ _ __(
70 £ nd 70 —o> y N ~ 4= A

60 60 D4
RS 7
50 T T T T T T T T T 1 50 T T T T T T T T T 1
2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017
—o— HK & Macau Taiwan South Korea . . .
Indonesia ---¢--- Singapore Thailand
(%) China, India, Vietham * - Philippines Malaysia
80
f"® In Northeast Asia (excluding China), the proportion of profitable
70 - firms increased from the previous year in all countries/regions.
® Among ASEAN 5, the proportion of profitable firms increased in
) S o N a all countries, except Singapore. The Philippines (79.5%)
60 o Rt - f-—""/ iy marked the highest of the five countries in the proportion of
o profitable firms. In Malaysia, the proportion increased to 73.8%,
Y up 11.0 pp.
50 ® The proportion of profitable firms increased from 2016 in China
(70.3%, up 5.9 pp), India (61.4%, up 7.8 pp), and Vietnam
40 \ (65.1%, up 2.3 pp). y

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017

----- China India Vietnam
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1. Operating Profit Forecast (3) _

_ Operating profit forecast for 2017 (by industry) Major industry categories by country and region

-cturlng (%) Note: Countries/regions for which n > 30 (%)
ries 0 20 40 60 80 100 Motor vehicles/ 0 20 40 60 80 100
Manufacturing total (n=2,203) ] 13.4 187~ Motorcycles
_ _ B I E——— — | China (n=112) 7.1:98
Chemical/Pharmaceutical (n=287) 10,8&‘&@1 Vietnam (n=52) 7 7m

|
Rubber/Leather (n=52) 11.5°154 Thailand (n=75)

12,0200/
(AN VAN Indonesia (n=69)

05/ /2B,

Motor vehicles/Motorcycles (n=426)

_ _ } N o .
e ———— e ——
- - i Iron/Nonferrous metals/ 0
Wood/Pulp (n=36) 13_9:m Metals 0 20 40 60 80 100
General machinery (n=95) 20.0 Malaysia (n=32) 6.3718:8
Iron/Nonferrous metals/Metals (n=353) 13.9 \m China (n=56) 125250
Food (n=154) 16.2 234 Vietnam (n=87) N8N PR/ 7

2EIN\ATAY]
LGNS A S AR S SN

Thailand (n=69)

Textiles (n=111) Indonesia (n=41)

Miscellaneous manufacturing (n=282)
-manufacturing Wholesale/Retail
stries

Non-manufacturing total (n=2,391) ] 15'3| 2179 Taiwan (n=93)

|
172/ ISR
12.8 1105

Wholesale/Retail (n=1,056) 1|1,7m South Korﬁa (ni4g)
Finance/Insurance (n=170) 13i5 WA HK &Adzg:JaiéZIng
Travel/Amusement (n=66) 16|,7 &Qﬁ; Malaysia (n=38)
Communications/Software (n=125) ] 16_8I 176 India (n=91)
Business services (n=116) 241103 China (n=125)
Transport (n=255) - ] 165 @m New Zealand (n=31)

Restaurant (n=34) ] %m‘% Singapore (n=141)

Construction (n=175) 21 1 N\m\h\b Thailand (n=122)

) ) I E— Indonesia (n=81)
Miscellaneous non-manufacturing (n=394)

18 5 m\ Vietnam (n=64)
= Profit Breakeven = Loss

® The proportion of firms expecting operating profit for 2017 was higher in the manufacturing sector (68.0%) than the non-manufacturing sector (66.8%). In
comparison with the 2016 survey (manufacturing: 63.5%; non-manufacturing: 62.1%), the proportion increased by 4.5 pp in the manufacturing sector and by
4.7 pp in the non-manufacturing sector.

® |n the non-manufacturing sector, the proportion of profitable firms was particularly high in Wholesale/Retail industry (75.9%).

® The trends by country/region of the three industries with the largest number of valid responses are as follows. In Motor vehicles/Motorcycles, 83.0% of firms

in China and 78.9% of firms in Vietnam expect a surplus. In Iron/Nonferrous metals/Metals, 75.0% of firms in Malaysia and 62.5% of firms in China expect a

surplus. In Wholesale/Retail, the proportion of profitable firms is the highest in Taiwan at 88.2%, followed by South Korea at over 80%, respectively.
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1. Operating Profit Forecast (4) —
Operating profit forecast (domestic sales-oriented
WJ

Operatlng proflt forecast (export-oriented f|rms

(%) (%)
0 20 40 60 80 100 0 20 40 60 80 100

Total (n=2,651) | 120 Total (n=1,466) ! 0 i

/| [ | i /| [ | |

ASEAN (n=1,308) ! B R S L ASEAN (n=920) ! 157 s L A

South Korea (n=84) South Korea (n=23) ! 13.0

Taiwan (n=159) Australia (n=46) ! 10.96.5
Philippines (n=25) Taiwan (n=38) | ’

Australia (n=125) Philippines (n=38) ) 797132

Malaysia (n=96) HK & Macau (n=105) 4143

i — S R _ 1

Pakistan (n=22) India (n=37) : 135 135"

HK & Macau (n=128) 2 | New Zealand (n=25) I — |24 .

China (n=498) 11.0I 189 sin e (N=163 I 14| , -W

New Zealand (n=43) 14.0 71637 'ngapo e.( =163) I — o

. _ . Malaysia (n=95) .
Thailand (n=378) 15. 6 W‘j ; _ I R -

Vietnam (n=270) 12. 6)4:’@&(‘?] C-hlna (n=231) I R E— i m

Indonesia (n=313) 125 Thallanq (n=160) : .’ “

India (n=255) 149w rgsys  Indonesia (n=88) 125 - 227

Singapore (n:136) : 169 P Vietnam (n=318) 16.7 m

Myanmar (n=48) 208 W m Bangladesh (n=24) [EEEEEE IO - ]

Bangladesh (n=15) 26.7 W M Laos (n=16) —i 12.5 fﬂ?ﬁ?ﬂ{f ,ﬁm

Cambodia (n=33) R P x,?.?m Cambodia (n=28) : 4 B S ff.‘?ﬂ

Note: Countries/regions for which n > 15 Note: Countries/regions for which n > 15

u Profit Breakeven #Loss m Profit « Breakeven # Loss

® The proportion of positive operating profit (forecast) was 67.6% among domestic salesoriented firms (less than a 50% export ratio in the operating
country/region), while the proportion was 68.4% among export-oriented firms (50% or larger export ratio in the operating country/region). The proportion
increased in both domestic sales-oriented firms and export-oriented firms from the previous year (domestic sales-oriented firms: 62.4%; export-oriented
firms: 65.1%).

® |n Bangladesh, India and Singapore, the proportion was higher among exportoriented firms than domestic sales-oriented firms by over 10 pp. On the other
hand, of ASEAN countries, Malaysia, Vietham and the Philippines were the countries in which the proportion was higher among comestic sales-oriented
firms than export-oriented firms.

® In South Korea, Taiwan, the Phili

ines and Australia, the proportion was high among both domestic salesoriented firms and export-oriented firms.
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1. Operating Profit Foreca
——— —

(%) B Profit -~ Breakeven " Loss
100
80
60
40
20
0

In or before 1970 1971-75 1976-80 1981-85 1986-90 1990-95  1996-2000  2001-05 2006-10 In or after 2011
(n=159) (n=124) (n=109) (n=138) (n=340) (n=494) (n=491) (n=670) (n=750) (n=1,310)

® Looking at the operating

profit forecast for 2017
by year of
establishment, over
0 Inorbefore  1990-95 19962000  2001-05 2006-10  Inorafter O Inorbefore  2001-05 2006-10  In or after 2011 70% of firms that were
1990 (n=124) (n=89) (n=265) (n=157) 2011 2000 (n=87) (n=193) (n=287) established before 2005

(n=28) (n=151) (n=83) expected a surplus.

® On the other hand,
among firms that were
established in or after
2011, less than half
(47.8%) expected a
surplus.

80

60

40
20

0 In or before 199_0-95 19961-2000 2091—05 200_6-10 In or after 0 Inorbefore 200105 2006-10 In or after 2011
1990 (n=54) (n=78) (n=100) (n=97) 2011 2000 (n=31) (n=108) (n=134)
(n=142) (n=134) (n=51)
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1. Operating Profit Forecast (6)

Operating profit forecast for 2017 I

Operating profit forecast for 2018 |

(%) (%)
0 20 40 60 80 100 .80
Total (n=4,592) 34.3 IW,' Total (n=4,584) |
ASEAN (n=2,502) 336 WM ASEAN (n=2,493) : NNV
Pakistan (n=32) 25.0 125 Pakistan (n=32) ! 156 HE
| ! __ { __| |
Laos (n=27) | 333 '7'54 Bangladesh (n=41) 29.3
India (n=323) 328 418 India (n=323) : 29.1
. | 1. I |
Vietnam (n=646) 31.0 AB2 Laos (n=27) ! 33.3
. | | . I |
Cambodia (n=65) 33.9 123 Vietnam (n=648) ! 35.3
. | | . I |
Australia (n=180) NN NN/ 70 Sri Lanka (n=30) : 40.0
| | R ) I |
Bangladesh (n=41) QRN 2.2 Cambodia (n=65) |
China (n=814) 32:3 ?'W Indonesia (n=433) |
Philippines (n=73) 32.9 M Myanmar (n=80) |
Indonesia (n=433) LN 2O Philippines (n=73) .
Thailand (n=618) 34.0 ALY, China (n=811)
I . I
Myanmar (n=81) 39.5 W . Australia (n=179) |
Taiwan (n=213) 333 WIA New Zealand (n=72) :
Malaysia (n=226) 32.3 VTS S Malaysia (n=218) |
HK & Macau (n=270) 41.9 iy o /A Thailand (n=617) .
Singapore (n=333) 36.9 'yfm Singapore (n=332) |
New Zealand (n=73) 48.0 | AR Taiwan (n=214) |
South Korea (n=117) 44.4 . HK & Macau (n=272) |
Sri Lanka (n=27) 51.9 éfm, South Korea (n=117) .
E|ncrease * Remain the same “Decrease E|ncrease - Remain the same * Decrease

® For 2017, a total of 46.2% of the firms expect an operating profit “Increase” over 2016, up 3.3 pp from 42.9% in the 2016 suwvey; the proportion of
firms expecting an operating profit “Decrease” was 19.5%, down 4.6 pp from the 2016 survey (24.1%).

® A total of 48.1% of the firms expect an “Increase” for 2018, up 1.0 pp from the 2017 forecast (47.1%) in the 2016 survey. Meanwhile, the
proportion of firms expecting an operating profit “Decrease” was 9.9%, down 1.2 pp from the 2017 forecast (11.1%) in the 2016 survey.

® |In ASEAN, the proportion of firms expecting an “Increase" for 2017 forecast was 46.1%,which is the same level as the total, and that for 2018

forecast was 49.4%, both exceeding the overall average.
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1. Operating Profit Forecast (7)
2017 DI by countryiregion) 2018 Bl oy countryiregion)

(Points) (Points)
0 20 40 60 0 20 40 60 80

Total (n=4,592)

Total (n=4,584)

///////// 38.2

ASEAN (n=2,502) ASEAN (n=2,493) /// 39.9
Laos (n=27) 51.9 Bangladesh (n=41) / Vs 659
Pakistan (n=32) 50.0 India (n=323) |~ / | 585 The DI (see Note), indicating
India (n=323) 43.7 Sri Lanka (n=30) // / 53.3 business confidence for 2017
Cambodia (165 Pakistan (n=32) ///// /////;/; 551 operating profit, was 26.7

Vietnam (n=646)
Bangladesh (n=41)
Australia (n=180)
China (n=814)
Philippines (n=73)

Vietnam (n=648)
Laos (n=27)
Indonesia (n=433)
Myanmar (n=80)
Cambodia (n=65)

y/////////:// 526
Wossssnnts sis
/7277 ////Ig 43.2
"7////////{
(s 1.5

42.5

points, up 8.0 points from
18.7 points in the 2016
survey. By country/region,
the DI was higher in Laos,
Pakistan, India and
Cambodia.

The DI for 2018 was 38.2
points, up 11.5 points from
2017. The DI for 2018 was

Myanmar (n=81) New zealand (n=72) 1 389 higher than the DI for 2017 in
Indonesia (n=433) Philippines (n=73) WI////A 38.4 almost all countries/regions.
New Zealand (n=73) China (n=811) W 33.8
Thailand (n=618) Thailand (n=617) (7070 3p.7
HK & Macau (n=270) Australia (n=179) W 31.8

Taiwan (n=213)
South Korea (n=117)
Malaysia (n=226)
Singapore (n=333)
Sri Lanka (n=27)

Malaysia (n=218)
Singapore (n=332)
Taiwan (n=214)

HK & Macau (n=272)
South Korea (n=117)

s

2%

:y////I/A 28,
% 26.6

y////é 25.0

214

.3

[¢2]

Note: DI is an abbreviation for Diffusion Index, the proportion of firms expecting improvement minus the proportion
of firms expecting worsening. This figure reflects changes in business confidence.
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1. Operating Profit Forecast (8)
Operating profit forecast for 2017 Operati.ng prqfit forecast f_or 2018
i . i biing i \ ( h 2017, | ; \

o : (%) o . (%)
Manufacturing industries 20 40 60 80 100 Manufacturing industries 0 20 40 60 80

T T . _ T
< ONANNZ L Manufacturing total (n=2,195) 40,0

Manufacturing total (n=2,201)

Rubber/Leather (n=52) \ 28.9 | Rubber/Leather (n=51) 39_|2 (
General machinery (n=94) | 26.6 l»" General machinery (n=93) 35_5I 10.8
Motor vehicles/Motorcycles (n=425) 28.7 I/ Food (n=153) 35.3

20.1 0 \ Iron/Nonferrous metals (n=354)
: fy \ Textiles (n=111)
TNV 7 /B . extiies tn= ——
. Chemical/Pharmaceutical (n=285)
Electric machinery (n=341)

Iron/Nonferrous metals/Metals (n=354)
Food (n=154)
Chemical/Pharmaceutical (n=286)
Precision machinery (n=67)

Electric machinery (n=342) 3?_5 | AT Precision machinery (n=67) | 49.3 |
Wood/Pulp (n=36) 27.8 W tor vehicles/Motorcycles (n=423) ?9.0
| |
Textiles (n=110) 38.2 236 Wood/Pulp (n=37) 51.4
Non-manufacturing industries Non-manufacturing industries | |
Non-manufacturing total (n=2,391) ] 36.7 Non-manufacturing total (n=2,389) 438
— | |
Business services (n=115) — o 33_9 Restaurant (n=34) 41_|2
Wholesale/Retail (n=1,060) ] 355 Communications/Software (n=124) 427
I R | . . |
Travel/Amusement (n=66) — i ?,7,9 Business services (n=117) 41.5?
Transport (n=255) m Travel/Amusement (n=64) 43_8I
Finance/Insurance (n=171) . 39.2 Transport (n=255) | 42.0 |
Restaurant (n=32) ] 43.8 Wholesale/Retail (n=1,056) 445
1 | | . | |
Communications/Software (n=126) 4;||__3 I’ Finance/Insurance (n=171) I45_0 :
Construction (n=174) N [V ANNNN A A Construction (n=175) 42.9

H Increase Remian the same ¥ Decrease m Increase * Remain the same # Decrease

® Compared with the 2016 survey, the proportion of firms expecting an operating profit “Increase” for 2017 increased in both the
manufacturing sector (46.6% = 47.5%) and the non-manufacturing sector (39.1% = 45.0%).

® The proportion of firms expecting an operating profit “Increase” for 2018 increased in both the manufacturing sector (49.6%) and the
non-manufacturing sector (46. 8%).
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1. Operating Profit Forecast (9)

Reasons for increased operating profits forecast for 2017
(comparison with the reasons for the increase forecast for 2016 cited

in the 2016 survey) (top 5, multiple answers) Response rate by country/region and

industry (top 5)

2017 (n=2,110) 2016 (n=1,970) (%) e Ind
ustry categor
0 20 40 60 80 Ll y category
. . 68.8 India (84_90/0) Business services (79.7%)
Sales increase in local markets 63.6 China (79.1%) General machinery (76.9%)
) T aivwan (76 9%) W holesale/Retail (76.5%)
. . . . 0 0,
Improvement of production efficienc 38.2 ) Travel/Amusement (73.3%)
(E)he manufactupring industry only) y 386 Indonesia (76.4%) Motor vehicles/Moatorcycles (73.29%)
South Korea (74.4%)
Sales increase due to export expansion 28.8
27.9
0
Reduction of other expenditures 14.7 Myanma.r (75.0 {;’) Textiles (57.1%)
(e.g., administrative/utility/fuel costs) 17.8 Cam bodia (53.3%) Motor vehicles/Motorcycles (44.9%)
India (47.4%) Iron/Nonferrous metals/Metals (40.9%)
i 11.7 China (43.3%) Food (38.7%)
Reduction of procurement costs . ; )
17.0 Philippines (41‘7%) Electric machinery (35.4%)

Note: Countries/regions and industry categories for which n>30

Reasons for decreased operating profits forecast for 2017
(comparison with the reasons for the decrease forecast for 2016 cited
in the 2016 survey) (top 5, multiple answers)

2017 (n=893) 2016 (n=1,105) (%) Country/region Industry catego
0 20 40 60 80 il e ]
Sales decrease in local markets 45.8 South Korea (77.3%) W holesale/Retail (65.5%)
51.3 HK & Macau (62.3%) Communications/Software (63.6%)
38.1 Taiwan (60.8%) Construction (61.2%)
Increase of labor costs 31.3 ’ Thailand (57.4%) Travel/Amusement (54.6%)
) . ) Motor vehicles/Motorcycles (48.2%)
24.9 Australia (52.9%)
Increase of procurement costs 155 '
. 21.4 Ph|||pp|r_1es (53"3’%) Travel/ Amusement (63.6%)
Sales decrease due to export slowdown : Indonesia (52.8%) Textiles (61.5%)
27.6 Malaysia (50.9%) Communications/Software (59.1%)
Production costs insufficiently shifted to 19.5 China (49.7%) Wood/Pulp (50.0%) .
selling price of goods 15.9 Vietnam (42.3%) Iron/Nonferrous metals/Metals (48.6%)

Note: Countries/regions and industry categories for which n >10
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1. Operating Profit Forecast (10)

Reasons for increased operating profits forecast for 2018
(comparison with the reasons for the increase forecast for 2017 cited
in the 2016 survey) (top 5, multiple answers)

2017 (n=2,197)

Sales increase in local markets

Improvement of production efficiency
(the manufacturing industry only)

Sales increase due to export expansion
Improvement of sales efficiency

Reduction of procurement costs

2016 (n=2,058)

0

728
414 )
40 8Tl
327 | e
29.6
15.7
16.7
12.6
14.9

Reasons for decreased operating profits forecast for 2018
(comparison with the reasons for the decrease forecast for 2017 cited
in the 2016 survey) (top 5, multiple answers)

2017 (n=453) 2016 (n=505)

Sales decrease in local markets
Increase of labor costs

Increase of procurement costs
Sales decrease due to export
slowdown

Production costs insufficiently shifted to
selling price of goods

0

2 90 U
...... i
"45.0
| 39:7..
366 |
045 | | T
16.0
23.0
29.5
21.2
15.8

(%)

Copyright © 2017 JETRO. All rights reserved. Reproduction without permission is prohibited.

Response rate by country/region and
industry (top 5)

Country/region

India (90.0%)

South Korea (84.6%)
Taiwan (81.5%)
Indonesia (80.7%)
Australia (79.8%)

Cambodia (73.3%)
Myanmar (54.6%)
Philippines (50.0%)
New Zealand (50.0%)

. China (44.2%)

Industry category

Construction (90.0%)
Business services (88.9%)
Wholesale/Retail (82.5%)
Travel/Amusement (81.3%)
Food (78.1%)

Textiles (56.9%)

General machinery (50.0%)

Motor vehicles/Motorcycles (42.3%)
Iron/Nonferrous metals/Metals (41.7%)
Electric machinery (40.5%)

Note: Countries/regions and industry categories for which n>30

Country/region

Taiwan (76.0%)
Australia (52.2%)
Malaysia (50.0%)
India (50.0%)

... | HK & Macau (48.4%)
Indonesia (62.2%)

China (52.2%)
Vietnam (43.6%)
South Korea (42.9%)

~.. Malaysia (40.0%)

Industry category

General machinery (70.0%)

Motor vehicles/Motorcycles (60.3%)
Construction (60.0%)
Wholesale/Retail (56.9%)
Transport (45.8%)

Textiles (84.6%)

Food (52.9%)

Electric machinery (48.2%)

Motor vehicles/Motorcycles (46.0%)
Finance/lnsurance (44.4%)

Note: Countries/regions and industry categories for which n>10
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2. Future Business Plan (1) —
Approach to future business challenges in the next 1 to 2 years
—J

(%)
0 20 40 60 80 100
Total (n=4,605) ) oo 353-10.9
Pakistan (n=32) ! Mm
Myanmar (n=82) ! s P oo ..-.."-ri 2.1.2
India (n=326) S ! A A A % 0.3
Vietnam (n=650) ! s W‘?’g 0.8
Bangladesh (n=42) ! Maﬁ%ﬂ 24
Laos (n=27) ! e e T
Philippines (n=71) ! s A
Sri Lanka (n=30) ! s A T
Cambodia (n=65) ! e e
Taiwan (n=216) o e 32, 0.5
Indonesia (n=434) ! e 3. 2 0.2
Malaysia (n=226) — A e, 0.4
China (n=811) ! W;ﬁ%w e
Australia (n=179) ! M;ﬂyfﬁ?ﬁ’mﬁwfﬁfm 56 2.2
Thailand (n=619) ! e Y B Wm 305
Singapore (n=334) ! e 339 :| 1.8
South Korea (n=117) . b e B
HK & Macau (n=273) ! e e e S S TR
New Zealand (n=71) | Wmfﬁfﬂﬂfmﬂmﬂfm

® Expansion  # Remaining the same Reduction = Transferring to a third country/region or withdrawal from current local markets

® A total of 53.7% of the firms selected “Expansion” as their approach to future business challenges in the next one or two years, up 1.5 pp from 52.2%
in the 2016 survey. In contrast, 4.2% of firms selected “Reduction” or “Transferring to a third country/region or withdrawal from current local markets,”
which is the same level as the 2016 survey (4.2%).

® By country/region, Pakistan marked the highest proportion of “Expansion” at 81.3%. In Myanmar, 70.7% of firms selected “Expansion.”

® In China, 48.3% of the firms selected “Expansion,” up 8.2 pp from the 2016 survey (40.1%).
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2. Future Business Plan (2)

Proportions of firms expecting to expand in the next 1 to 2 years
(2008 to 2017)

ASEAN Southwest Asia/Oceania Northeast Asia
(%) (%) (%)
100 - 100 - 100 ~
90 - - 90 -

) BT W 81.3

‘o " N
80 - i 2\_;_’7.’..0 \.“'__.\\ 80 -

~. 8. ,69.6
[ 7 ‘/!( B--%69.70 -
£ 33 A

60 - . X 60 - ¢°7 \ 51.9

. %. / \ / ‘\ ” P | —L

- \
50 - | %= X X \ / 475 59 ML %483
X F<o>. 7/ ¥_ X Jgs__m w0 Jlasg
N ¥ K e = X7 X\ /. XN 7
40 - 1\ / \(/ 40 - I-"‘/ \ / N ‘Q—"/X38.5
\ / \( \( \(/X
30 - - / 30 -
\aé
20 T T T T T T T T T ! 20 T T T T T T T T T 1 20 T T T T T T T T T 1
2008 09 10 11 12 13 14 15 16 17 2008 09 10 11 12 13 14 15 16 17 Qg‘b SO NGO XN e

—=&— Indonesia  ----@-- Malaysia  --4&--Myanmar ----#--- Bangladesh --m--India v --#--China — @ - Taiwan
—= X= Philippines — - Thailand Cambodia Pakistan —>— Sri Lanka South Korea  —x— Hong Kong
= \/ietnam Note: The survey of Cambodia started in 2010. —% = Australia Note: Hong Kong includes Macao from 2011.

® Reviewing the survey results by country/region from 2008, the proportion of firms that selected “Expansion” as their approach to future business
challenges in the next one or two years increased significantly in 2010 when the global economy recovered from the downturn following the financial
crisis. The proportion of “Expansion” remained generally the same from 2011 to 2013, excluding several countries/regions, decreased in 2014 and 2015,
and increased in ASEAN and Northeast Asia in 2016. In 2017, the proportion increased in major countries in Southwest Asia and Oceania, as well as in
Northeast Asia.

® In the 2017 survey, the proportion of firms that selected “Expansion” increased from 2016 by over 5.0 pp in Sri Lanka (17.1 pp), Pakistan (10.3 pp),
Philippines (9.0 pp), China (8.2 pp) and Malaysia (7.2 pp). On the other hand, the proportion decreased from 2016 by over 5.0 pp in Cambodia (-14.0

\ BEE and annmar 3—9.0 EEE
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2. Future Business Plan (3)

Proportions of firms expecting to expand in the next 1 to 2 years
(2008 to 2017, China and other major countries in Asia)

5

80

70

60

50

40

38.1

40.1

Note 2:

30 T T T T T T T
2008 2009 2010 2011 2012 2013 2014

2015

2016

2017

=¢==China

—@— ASEAN

-+{0-- Indonesia

---A-- Thailand

<+« Vietnam

--®-- India

ASEAN shows a
weighted average of
nine countries,
excluding Brunei.
Figures for Cambodia
and Laos have been
included in the
ASEAN average
since 2010 and 2011,
respectively.

® Comparing China with ASEAN, the proportion of firms that selected “Expansion” as their approach to future business challenges in the
next one or two years was higher in China from 2008 to 2011. In 2012, however, ASEAN (61.4%) overtook China (52.3%). ASEAN has
been higher than China by around 10 pp since 2012. After peaking at 16.1 pp in the 2015 survey, the gap decreased to 7.4 pp in 2017.
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2. Future Business Plan (4)

Approach to future business challenges in the next 1 to 2 years I

-acturing

(%)

-anufacturing

60 80 100 0

Manufacturing total (n=2,200) Wm7 0.9 Non-manufacturing total (n=2,405) 0.8
Food (n=152) W ,/,m Business services (n=117)
Chemical/Pharmaceutical (n=286) (/// Y1107 Restaurant (n=34) 2.9
Rubber/Leather (n=51) A S
Communications/Software (n=126) !
Iron/Nonferrous metals/Metals (n=356) W/‘Zg 0.6

Wood/Pulp (n=37) /}Wl Wholesale/Retail (n=1,062) /d 0.9

Precision machinery (n=67) A8 3.0l 15 Transport (n=257) //A-l

|

Electric machinery (n=341) }/4/ M4 21 Finance/Insurance (n=174) /ﬂ? 1.2

General machinery (n=93) /WM3 2.2 Travel/Amusement (n=65) /A 1

Motor vehicles/Motorcycles (n=425) o W .50.5
_ Construction (n=174) //// M/Aﬁ3 2.3
Textles (n=111) W{W?.Z 0.9 Other non-manufacturing industries

Other manufacturing industries (n=281) M M.Z.OI (n=396) /// //A 81.0

(%) (%)

Q 2|O 4,0 6|0 8|0 190 0 20 40 60 80 100
2017 (n=1,233) 2 0.9 2017 (n=1,655) 0.9
$ 2016 (n=1,282) 429728, 0.9 S 2016 (n=1,559) 1.0
© 2015 (n=1,388) f/ffml/ffﬁ 0.9 © 2015 (n=1,557) 0.6
2014 (n=1,463) 3960434 07 2014 (n=1,625) 0.5
2017 (n=967) 1.2 0.8 2017 (n=750) 0.8
W 2016 (n=1,038) SSRGS SSSIBE 1.7 42016 (n=734) 0.8
& 2015 (n=1,035) IS AL SSSSBE 1.2 & 2015 (n=597) 1.0
2014 (n=1,038) VIS LS BV S 7775 13 2014 (n=605) (/78087740 0.8

= Expansion # Remaining the same * Reduction = Transferring to a third country/region or withdrawal from current local markets

® By industry, the proportion of firms that selected “Expansion” as their approach to future business challenges in the next one or two years was higher
in the non-manufacturing (54.1%) than the manufacturing sector (53.3%).

® |n the manufacturing sector, the proportion of “Expansion” is high in Food (59.9%). In the non-manufacturing sector, the proportion is high in
Business services (66.7%). On the other hand, the proportion of “Expansion” is lower in Textiles and Construction.

® By company size, large enterprises are more likely to expand their businesses than SMEs in both manufacturing and non-manufacturing sectors.

The proportion of manufacturing firms that selected “Expansion” has been increasing since the 2015 survey.

Copyright © 2017 JETRO. All rights reserved. Reproduction without permission is prohibited. 21



2. Future Business Plan (5) —

Approach to future business challenges in the next 1 to 2 years
- (by majorindustry and country/region) Note: Country/region by industry categories for which n = 30

.holesale/RetaiI (%) n/Nonferrous metals/Metals (%)
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Thailand (n=75) : . Malaysia (n=46) [ AR 777 /” [/”
Indonesia (n=69) ! WW China (n=87) : 81 35

m Expansion  Remaining the same ° Reduction — Transfering to a third country/region or withdrawal from current local markets

® The proportion of “Expansion” in Wholesale/Retail was high in Vietham (83.1%) and India (67.4%). Meanwhile, “Remaining the same” accounted for
over 50% in New Zealand and South Korea.

® In the Motor vehicles/Motorcycles industry, the proportion of “Expansion” was high in India (62.3%). In China, the proportion of “Expansion”
increased by 8.4 pp to 51.4% from the 2016 survey (43.0%), marking the largest increase by country/region.

® In Vietnam, the proportion of "Expansion” exceeded 80% in Wholesale/Retalil. The proportion also exceeded 70% in Iron/Nonferrous metals/Metals

and in Electric machinery.
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2. Future Business Plan (6)

Reasons for expected b“S'”‘?SS expansion Note: Countries/regions for which n > 30

in the next 1to 2 years (multiple answers (%)
) - Reviewing |
e High growth Relationship with E;gﬁ_\'&?ggg‘é’é‘ééor production and ?G‘?g."’%tr'gguorfercnoesrf/ Easy to secure - tion <
potential clients products distribution labor costs) labor force
networks
0 25 50 75 100 0 25 50 75 0 2550 75 0 25 50 0 25 50 0 25 50 0 25 50 0 25 50

Total (n=2461) 86.8 Total W Total 24.2 Total i 20.6 Total i15.2 Total 8/3 Total | 2.1 Total | 2.1
Indonesia (n=223) 91.0 India - 64.2 Myanmar - 31.6 | HK & Macau - 33.3 Singapore - 23.2 Philippines - 13.3 Philippines - 11.1 Myanmar - 10.5
Taiwan (n=112) | I89.:IJ, China - 50.9 South Korea - 30.2 Singapore - 29I,o HK & Macau - 22}9 India - 12.0 Cambodia - 8.1 India - 5.8
India (n=226) | Isg,sla Myanmar | 50.9 Vietnam - 27.3 Taiwan - 26I.8 Australia - 19.1 Thailand - 10.3 Vietnam - 4.2 HK & Macau - 2.9
Vietnam (n=450) | I87,£; Taiwan | 49.1 ’ Taiwan - 26.8 South Korea - 26I_4 Philippines | 17.8 China - 9.7 Indonesia - 2.7 Cambodia - 2.7
Thailand (n=290) | I37,b: Indonesia | 48.4 ’ Australia - #5.0 China - 25}1 Thailand - 17.2 Malaysia - 9.7 HK & Macau - 1.9 Vietnam - 2.7
China (n=391) | I37.5I, Vietnam - 46.2 Thailand | 24.5 Malaysia - 23}7 Taiwan | 17.0 Australia - 8.3 Myanmar - 1.8 Malaysia - 2.6
Philippines (n=45) | I86.7I Philippines - 44.4 India | 24.3 Thailand - 22}4 India | 14.6 Indonesia - 8.1 India - 1.3 Thailand - 2.1
Malaysia (n=114) | Igs_ol Cambodia - 43.2 Singapore | 23.2 Australia - 20.2 China | 13.8 South Korea - 7.6 Singapore - 1.3 China - 1.0
HK([?:’\l/'gsc)aU | I85_7I Singapore - 43.2 Indonesia - 22.4 Vietnam - 17.8 Vietnam - 13.8 Vietnam - 73 Australia - 1.2 Taiwan - 0.9
Singapore (n=155) | I83.gl Australia | 42.9 China | 22.3 Indonesia - 14.8 Indonesia | 13.0 HK & Macau | 6.7 Malaysia | 0.9 Singapore | 0.7
Australia (n=84) | I83_3I HK & Macau - 40.0 HK & Macau - 21.9 India - 13.7 Malaysia - 10.5 Taiwan - 4.5 Thailand - 0.0 Indonesia - 0.5
South Korea (n=53) | I83.0I South Korea - 39.6 Philippines - %0.0 Philippines - 11.1 | South Korea - 7.6 Myanmar - 35 China - 0.0 Philippines - 0.0
Myanmar (n=57) | 7I7.2 | Malaysia - 33.3 Cambodia - 18.9 Cambodia - 10.8 Myanmar - 7.0 Singapore | 2.6 South Korea - 0.0 Australia - 0.0
Cambodia (1=37) | 7;—,'7 | Thailand - 27.2 Malaysia - 13.2 Myanmar - 10.5 Cambodia - 2.7 Cambodia - 0.0 Taiwan - 0.0 South Korea - 0.0
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2. Future Business Plan
— | i

Note: Countries/regions for which n > 30

Total (n=2413) Total Total | A1 Total Total Total Total
HK(::':\[A; 4c)au China Philippines Myanmar South Korea Singapore India
Taiwan (n=107) Indonesia Vietnam Cambodia China HK & Macau Australia
South Korea (n=53) Thailand Cambodia Philippines Taiwan Australia Taiwan
Singapore (n=153) Vietnam India South Korea Malaysia China Myanmar
Australia (n=80) South Korea Indonesia Indonesia India Taiwan HK & Macau
India (n=221) Malaysia Malaysia India Vietnam India South Korea
Cambodia (n=38) Philippines Thailand Australia Indonesia Philippines Philippines
China (n=384) India China Taiwan Australia Malaysia Singapore
Thailand (n=285) HK & Macau Taiwan Singapore Thailand Thailand Malaysia
Indonesia (n=213) Taiwan Myanmar Malaysia Singapore South Korea Indonesia
Malaysia (n=109) Myanmar HK & Macau HK & Macau HK & Macau Myanmar Vietnam
Vietnam (n=446) Singapore Singapore Thailand Cambodia | 2.6 Indonesia China
Philippines (n=45) Australia South Korea China Philippines | 2.2 Cambodia Thailand
Myanmar (n=57) Cambodia Australia Vietnam Myanmar | 1.6 Vietnam Cambodia
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2. Future Business Plan (8)

Functions to be expanded (by country, 2012 to 2017)

Sales function Production e ction
(ubiquitous products) (high-value added products)
(%) (%) (%)
75 - 75 - 75 -
66.5
.~
65 - 65 - 65 -
59.6

WSQ.O

B5 | ¥~ ¥ L7 587 55 55 -
=X ..m 518

[ N .

45 1 TR 45 1 45 -
e et R -
P » ... 36.3
gl
35 - 35 - 35 -
x\
= 29.9
L 29.1
25 - 25 - 25 - 25.3
26.0

15 T T T T 1 15 T T T T 1 15 T T T T 1

2013 2014 2015 2016 2017 2013 2014 2015 2016 2017 2013 2014 2015 2016 2017

—— China ----®--- Vietham Indonesia = * = Thailand — = India

by 6.8 pp from the 2016 survey.

decreased in India (down 5.4 pp) and Vietnam (2.5 pp) from the 2016 survey.

® The proportion of firms intending to expand “Sales function” remains at a high level in India (66.5%). In Thailand, the proportion increased

® The proportion of firms intending to expand “Production (ubiquitous products)” exceeded 30% in Vietnam, but fell below 30% in Thailand,
Indonesia, and India. Meanwhile, the proportion in China recovered by 6.9 pp from 2016 and exceeded 20% in 2017, although the
proportion decreased for two consecutive years from 2015 and fell below 20% in 2016.

® The proportion of firms intending to expand “Production (high-value added products)” generally decreased. In particular, the proportion
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2. Future Business Plan (9)

Reasons for the future reduction,
transfer or withdrawal (multiple answers)

0

Sales decrease

Increase of costs
(e.g., procurement/labor costs)

Low growth potential

Reviewing production and
distribution networks

Tightening of regulations

Difficulty in securing labor force

Relationship with clients

Low receptivity for high-value
added products

Others

(%)
20 . 40. 60 0
60.8
61.1
46.0
48.2
24.3
27.8
14.9
14.8
12.2
20.4
17.6
14.8
8.1
18.5
8.1 =
19 Total (n=180)
ASEAN (n=74)
9.5 ; -
13.0 China (n=54)

Sales decrease

Manufacturing

Non-
manufacturing

Increase of costs
(e.g., procurement/

Reviewing production and
distribution networks

force

Low receptivity for
high-value added products

(%)
By company size
Large SME

63.6 64.4
35.5 50.7
29.0 24.7
12.2 17.8
14.0 13.7
10.3 19.2
5.6 16.4
1.9 12.3
15.9 11.0

- . . . m . - - . ?
["® In a multiple-choice question on the reason for business “Reduction” or “Transferring or withdrawal,” “Sales decrease” (63.9%) was most commonly cited,

followed by “Increase of costs” (41.7%).

® When comparing ASEAN and China, the proportions of firms that selected “Low receptivity for high-value added products” and “Difficulty in securing labor force”
were higher in ASEAN than in China by 6.2 pp and 2.8 pp, respectively. On the other hand, the proportions of “Relationship with clients® and “Tightening of
regulations” were higher in China than in ASEAN by 10.4 pp and 8.2 pp, respectively.

® By industry, the proportion of firms in the non-manufacturing sector that cited “Sales decrease” was higher than that of firms in the manufacturing sector by 7.6
pp. On the other hand, the proportion of firms in the manufacturing sector that cited “Increase of costs,” “Relationship with clients,” or "Difficulty in securing labor
force” was higher than that of firms in the non-manufacturing sector by 13.9 pp, 12.6 pp, and 6.9 pp, respectively.
® By company size, the proportion of SMEs that cited “Relationship with clients”, “Difficulty in securing labor force” or “Reviewing production and distribution

\ networks” was hlgher than that of Iarge enterErlses bz 10.8 pp, 8.9 pp, and 5.6 pp, respectively.
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2. Future Business Plan (10)

hto - hall : T SRR i |

2013 (n=931)
2014 (n=970)

2015 (n=863) gg,

2017 (n 811)

/m
//W

O B 50— 1.2

WW 6.5 1.0

/W/m 8.8 1.7
/15" e Sae—1.8

e s S D= 1.5 EONIng

= Expansion # Remaining the same = Reduction — Transferring to a third country/region or withdrawal from current local markets 4 4%

Reasons for reduction, transferring or withdrawal

0

60 80

(%) Breakdown of firms that responded reduction,

Sales decrease

Increase of costs
(e.g., procurement/labor costs)

Low growth potential
Tightening of regulations
Relationship with clients

Difficulty in securing labor force

Reviewing production and
distribution networks

Low receptivity for high-value
added products

Others

61.1

.. 548

48.2

. 500

100 transferring or withdrawal

L Beijing |

47firms (6.7%) -
General machinery 5 (217%) 6.6% < 0/
Textiles 4 (167%)
Electric machinery 10 (115%)
Motor vehicles/Motorcycles 11 (9.9%) ANgna
Chemical/Pharmaceutical 4 (7.7%) . .
:\r/loer:;ll\lsonferrous metals/ 3 (5 3%) : -

13 (4.1%) |

Wholesale/Retail 6 (480/0) be angaong

w2017 (n=54) 2016 (n=42)

Note 1: Industries, provinces/municipalities with three or more firms that selected “Reduction” or “Transferring or withdrawal”

Note 2: The percentages in the parentheses indicate the proportion of firms which selected “Reduction” or “Transferring or
withdrawal” to the number of responding firms in respective industries or provinces/municipalities.

(16.7%).

@® |n a question about the approach to future business challenges in the next one or two years, the proportion of Japanese-affiliated firms in China that
selected “Reduction” or “Transferring to a third country/region or withdrawal from the current local markets” increased to 7.4% from the 2016 survey,
exceeding 7% for two consecutive years from 2016. Meanwhile, the proportion of firms that selected “Expansion” increased by 8.2 pp to 48.3%.

® In a multiple-choice question asking the reason for business “Reduction” or “Transferring or withdrawal,” “Sales decrease” had the highest proportion at
61.1%. This is followed by “Increase of costs” (48.2%) and “Low growth potential” (27.8%).

® By industry category, the manufacturing sector (6.7%) selected “Reduction” or “Transferring to a third country/region or withdrawal from current local
markets” more commonly than the non-manufacturing sector (4.1%). In particular, the proportion was high in General machinery (21.7%) and Textiles
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2. Future Business Plan (11)

Changes in the number of employees
cl i i i | | region;

Local employees | Year-on-year Plans for the next one year i~

0 20 40 60 80 100

Total (n=4,567) Total (n=4,483) .
Pakistan (n=32) Pakistan (n=32) 2:5.0
India (n=322) Bangladesh (n=41) %9.3
Bangladesh (n=42) Myanmar (n=80) 3|0.0
Vietnam (n=643) India (n=313) 28|.8

Cambodia (n=65)
Philippines (n=72)

Vietnam (n=632)
Philippines (n=69)

34.7
39.1

Myanmar (n=82) Laos (n=26) : 46.#
Laos (n=27) Cambodia (n=63) : 39.7 :
Taiwan (n=216) Malaysia (n=222) | 41.0 |
Malaysia (n=224) \ Indonesia (n=427) I44_3 |
Indonesia (n=431) | Sri Lanka (n=29) | 48.3 |
South Korea (n=115) : Taiwan (n=214) | 52.3 |
New Zealand (n=71) | South Korea (n=114) I55.3 |
Singapore (n=332) : Singapore (n=327) :54.7 |
Thailand (n=607) | Thailand (n=592) I54.9 |
Sri Lanka (n=28) . China (n=795) 50.4 N ABS
Australia (n=177) | Australia (n=173) 64|1.2 | 15
China (n=810) \ New Zealand (n=70) I72.9 |
HK & Macau (n=271) HK & Macau (n=264) 64.4
Large (n=2,877) ! 4|5.3 Large (n=2,831) ! 47.2 !
SME (n=1,690) : 49.5 SME (n=1,652) ! 47.6
¥ |ncrease No change % Decrease ¥ [ncrease No change r Decrease

® Regarding year-on-year changes in the number of local employees by country/region, over 70% of the firms selected “Increase” in Pakistan.

® The proportion of firms planning to “Increase” the number of local employees in the next one year was the highest in Pakistan (68.8%), followed by Bangladesh, Myanmar,
India and Vietnam at over 60%, respectively.

® |n China, over 20% of the firms selected “Decrease” in a year-on-year comparison. The proportion of firms planning to “Decrease” local employees in the next one year
was relatively high in China (15.5%), Indonesia (13.6%) and Malaysia (12.2%).
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2. Future Business Plan (12)

Changes in the number of employees
(Changes in a year-on-year comparison, future plans, by country/region)

Japanese expatriates Year-on-year

Plans for the next one year

(%) (%)
0 20 40 60 80 100 20 40 60 80 100
Total (n=4,527) 72.3 14.6 Total (n=4,454) 76.7 141
Cambodia (n=64) 65.6 3.1 Laos (n=26) 73.1 17
Myanmar (n=82) 69.5 73 Myanmar (n=80) s A5
Malaysia (n=223) 61.4 175 India (n=313) 70.9 118
India (n=321) 64.2 150 Bangladesh (n=41) 80.5 2.4
Vietham (n=639) 72.0 12:4 Philippines (n=69) 79.7 58
Philippines (n=72) 80.6 4.2 Vietnam (n=635) 75.6 12.0
Bangladesh (n=42) 78.6 11 Malaysia (n=219) 69.9 19.2
Pakistan (n=29) 79.3 6:9 Indonesia (n=423) 74.9 14.2
Australia (n=177) 74.0 124 Thailand (n=585) 80.3 11.5
Singapore (n=330) 69.1 176 New Zealand (n=63) 85.7 6:4
Indonesia (n=429) 75.8 12:8 Cambodia (n=64) 79.7 12.5
Laos (n=27) 66.7 22.2 Singapore (n=327) 75.2 17:4
Thailand (n=598) 74.3 154 Pakistan (n=28) 92.9
Taiwan (n=213) 78.9 10:8 Australia (n=173) 83.2 9.8
China (n=802) 71.5 18:8 HK & Macau (n=265) |57 83.8 10.6
HK & Macau (n=268) 73.5 16.8 Taiwan (n=213) [5.6 81.2 13.2
South Korea (n=116) 76.7 17.2 China (n=785) [5.0 74.1 209
Sri Lanka (n=29) 355 93.1 35 Sri Lanka (n=29) 8.5 86.2 10.3
New Zealand (n=66) 3.0 89.4 76 South Korea (n=116) [3.5 76.7 19.8
Large (n=2,862) 69.2 16.2 Large (n=2,820) 74.9 155
SME (n=1,665) 77.8 11.8 SME (n=1,634) 80.0 119
Increase No change Decrease Increase No change Decrease
® Regarding changes in the number of Japanese expatriates by country/region, “No change” was most frequently selected in all
countries/regions in both year-on-year comparison and in plans for the next one year.
® In the past one year, the proportion of firms that selected “Decrease” exceeded 20% in Laos. The proportion was less than 20% in China
(18.8%), Singapore (17.6%), and Malaysia (17.5%).
® Regarding plans for the next one year, the proportion of firms that selected “Increase” was higher in Laos (19.2%), Myanmar (17.5%), India
(17.3%), and Bangladesh (17.1%). On the other hand, the proportion of firms that selected “Decrease” was the highest in China (20.9%).
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3. Management Matters (1)

Problems common to all regions (top 10, multiple answers)

(%)
By company size
B crs 2017 2016 Cha_nge ; Non-
(%) (%) (pomts) Manufacturing g e Large SME
1 Wageincrease 66.7 65.3 1.4 74.3 59.7 66.3 67.3
Difficulty in quality control
2 (Manufacturing sectors only) Sl == Uk 51.9 ) 48.4 56.2
Competitors’ market shares are
3 growing (cost-wise competition) 49.9 46.6 33 5L5 48.3 53.4 44.0
4 Quality of employees 46.9 44.1 2.8 499 44 .2 46.3 48.0

Difficulty in local procurement of raw
5 materials and parts 45.1 43.2 1.9 45.1 - 44.2 46.2
(Manufacturing sectors only)
Increase of financing costs

6 (Manufacturing sectors only) 40.7 29.0 11.7 40.7 - 40.2 41.4

7 Difficulty in developing in new clients 385 376 0.9 36.4 40.3 355 435
on market

8 Major clients requesting lower prices 35.9 35.2 0.7 44.1 28.5 34.6 38.2

9 No more room for cost-cutting 353 345 08 35.3 ) 34.8 36.0
(Manufacturing sectors only)

10 Tax burden (i.e. corporate taxes and 324 277 47 35.6 29 5 353 276

transfer pricingtaxes) | U7 | T

® “Wage increase” (66.7%) was most frequently cited as a management matter, followed by “Difficulty in quality control” (51.9%). In addition to “Increase
of financing costs,” which increased by 11.7 pp from the previous year, the proportion of all top-10 problems increased from the previous year. By
country/region, the proportion of “Wage increase” was higher in Cambodia (82.8%) and Indonesia (80.8%) than in China (75.3%).In addition to these
three countries, the proportion also exceeded 70% in Vietnam (75.2%), India (72.1%), and Sri Lanka (70.0%).

® By industry, more than 70% of firms selected “Wage increase” in the manufacturing sector. The proportion of “Major clients requesting lower prices”
was higher in the manufacturing sector than in the non-manufacturing sector by 15.6 pp.

® By company size, “Wage increase” increased by 1.4 pp from the previous year in both large companies and SMEs. Among SMEs, the proportion of
“Difficulty in quality control” exceeded 50%.

—
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3. Management Matters (2)

Problems common to all regions (top 10, multiple answers, response rate for each country/region)

Competitors’ market shares
are growing (cost-wise

Wage increase

0

25 50 75 100

Total (n=4,543)

Cambodia (n=64)

Indonesia ]
(n=427)

China (n=806) -
Vietnam (n=640) -
India (n=319) -
Sri Lanka (n=30) -
Malaysia (n=226) -

Thailand (n=594)

HK & Macau |
(n=271)

Australia (n=180)

Myanmar (n=81)

South Korea ]

(n=117)

Singapore ]

(n=329)

Bangladesh ]

(n=42)

Philippines (n=72)

Laos (n=27)

New Zealand |

(n=72)

Pakistan (n=31)

Taiwan (n=215)
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60.0
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56.2

47.6

45.8

44.4

43.1

38.7

35.8

Difficulty in quality

control

0 25 50 75 100

Total (n=2,125)
Cambodia (n=30)
Sri Lanka (n=11)

Malaysia (n=121)

Bangladesh |
(n=25)

Myanmar (n=17)

Pakistan (n=18)

Laos (n=17)

Vietnam (n=376)

Indonesia (n=238)

Thailand (n=339)

India (n=150)

China (n=484)

Philippines (n=46)

Taiwan (n=56)

Singapore (n=69)

New Zealand |

(n=20)

Australia (n=37)
HK & Macau |

(n=33)

South Korea ]

(n=38)

51.9

76.7

72.7

711

68.0

64.7

61.1

58.8

57.2

55.5

54.0

50.7

50.2

50.0

28.6

27.5

25.0

243

24.2

18.4

competition)

0 25 50 75 100
Total (n=4,541) - 49.9
India (n=321) - 64.2
China (n=804) - 55.0
Myanmar (n=81) 1 54.3
S | 52.1
Malaysia (n=223) 52.0
Snaspro
Thailand (n=595) 50.6
Taiwan (n=216) - 50.5
Indonesia (n=429) - 47.1
Vietnam (n=642) 1 46.1
Sri Lanka (n=29) - 44.8
NeV\(/nZ:e%e;I)and | 44.4
HK(rfL:l;/I;\c():)au | 43.0
Ba?rgzligv)esh | 42.9
Pakistan (n=31) 41.9
Australia (n=179) - 41.9
Philippines (n=72) 1 36.1
Cambodia (n=64) - 34.4
- 19.2

Laos (n=26)

Note: Countries/regions for which n > 10

Quality of employees

0 25 50 75 100

Total (n=4,543)

Laos (n=27)

Bangladesh |
(n=42)

Cambodia (n=64)
India (n=319) -
Indonesia (n=427) 1
Malaysia (n=226) 1
Myanmar (n=81) 1
Thailand (n=594) -
Philippines (n=72) -
Vietnam (n=640) 1
Sri Lanka (n=30) 1

China (n=806)

HK & Macau ]
(n=271)

Singapore ]

(n=329)

Taiwan (n=215)

South Korea |

(n=117)

Australia (n=180)

Pakistan (n=31)

New Zealand ]

(n=72)

46.9

70.4

69.1

60.9

58.3

57.1

52.2

51.9

50.5

50.0

46.7

46.7

44.3

41.0
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39.5

35.9

311

29.0

20.8

(%)

Difficulty in local procurement
of raw materials and parts

0 25 50 75 100

Total (n=2,125)

Myanmar (n=17)

Bangladesh |
(n=25)

Laos (n=17)

Cambodia (n=30)

Vietnam (n=376)

Indonesia (n=238)

Sri Lanka (n=11)

Philippines (n=46)

Pakistan (n=18)

India (n=150)

Malaysia (n=121)

Thailand (n=339)

China (n=484)

Taiwan (n=56)
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HK & Macau ]

(n=33)

South Korea ]

(n=38)
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Australia (n=37)
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3. Management Matters (3)

Problems common to all regions (top 10, multiple answers, response rate for each country/region)

Increase of financing costs

0 25 50 75 100

Total (n=2,125)
Malaysia (n=121)
China (n=484)
Indonesia (n=238)

Cambodia (n=30)

HK & Macau |
(n=33)

Taiwan (n=56)

Thailand (n=339)

Sri Lanka (n=11)
Myanmar (n=17)

India (n=150)
Vietnam (n=376)

Philippines (n=46)

New Zealand |
(n=20)

Australia (n=37)
Laos (n=17)

Singapore (n=69)

South Korea |
(n=38)

Pakistan (n=18)
Bangladesh |

(n=25)
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421

40.4

40.0

39.9

38.2

35.8

35.0

33.3

33.3

31.0

27.8

251

25.0

23.6

194

Major clients requesting

lower prices
0 25 50 75 100
Total (n=4,541) - 35.9
Thailand (n=595) 1 43.9
China (n=804) - 415
So(ur':lelc)?r)ea 40.2
India (n=321) 39.9
Indonesia (n=429) - 37.3
Malaysia (n=223) - 36.8
Taiwan (n=216) - 34.7
Vietnam (n=642) - 34.6
Sri Lanka (n=29) - 345
Pakistan (n=31) 1 32.3
Philippines (n=72) - 30.6
Smoceee || 20
HK(il;/l;\(;:)au | 203
NeV\(/nZ:e7a2I;:1nd | 26.4
Ba?ngzlig()ash 26.2
Australia (n=179) 22.9
Cambodia (n=64) 1 20.3
Myanmar (n=81) - 19.8
Laos (n=26) - 19.2

Note: Countries/regions for which n > 10

No more room for

cost-cutting

0 25 50 75 100
Total (n=2,125) - 35.3
China (n=484) - 46.1
Indonesia (n=238) - 41.2
Cambodia (n=30) - 40.0
Malaysia (n=121) - 39.7
Thailand (n=339) - 37.5
Singapore (n=69) - 333
Taiwan (n=56) - 304
Vietnam (n=376) 29.5
Sotztnhzgg)rea 29.0
Sri Lanka (n=11) 27.3
HK(&[;:l\gzé():au - 273
Philippines (n=46) 26.1
Australia (n=37) - 24.3
India (n=150) - 22.7
Laos (n=17) - 17.7
NeV\EnZ:ezeé)I?nd - 15.0
Ba?ngzlzgt)esh 12.0
Myanmar (n=17) 11.8
Pakistan (n=18) - 11.1

Tax burden (i.e.

(%)

corporate taxes

and transfer pricing taxes)

0 25 50 75 100
Total (n=4,511) - 32.4
Indonesia (n=428) - 58.9
Myanmar (n=78) - 52.6
India (n=320) - 51.3
Sri Lanka (n=28) - 46.4
Cambodia (n=63) 1 44.4
Ba(nngzligv)esh 42.9
Vietnam (n=640) 40.9
Philippines (n=72) - 40.3
Pakistan (n=31) - 35.5
Malaysia (n=223) - 31.8
China (n=798) - 31.6
S 30.8
Australia (n=180) 24.4
Thailand (n=587) - 21.8
Taiwan (n=213) - 16.4
Laos (n=27) - 14.8
Sposeoe | | 147
NeV\(/nZ:e7a2I;:1nd | 9.7
e || 7
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3. Management Matters (4)
__Problems by country/region (top 5, multiple answers) (%)

2017 2016
2017 2016 survey survey
survey survey
1  Wage increase (n=427) 80.8 82.2
1 Wage increase (n=329) 56.2 59.8 | e e
"""""""""""""""""""""""""""""""""""""""""""""""" Difficulty in local procurement of raw materials and parts
Competitors’ market shares are growing (cost-wise 2 n:238ty P P 64.3 56.3
2 " “ 50.9 52.6 ( )
competition) (n=328)
"""""""""""""""""""""""""""""""""""""""""""""""""" 2  Complicated customs clearance procedures (n=424) 59.7 48.8
3 Difficulty in developing new clients on market (n=328) 421 41.6
T T e Tax burdens (i.e. corporate taxes and transfer pricing
4 Quality of employees (n=329) 39.8 35.7 4 taxes) (n=428) 58.9 511
® Difficulty in recruiting engineering staff (n=75) 34.7 13.3 . .
5  Time-consuming customs procedures (n=424) 57.3 46.0
2017 2016
survey survey
1  Difficulty i lit trol (n=121 71.1 64.2
_________ fhiculty in quality control (v=121) T4 &2 1 Wage increase (n=640) 752 755
2 Wage increase (n=226) 68.1 677 | T I T
_________________________________________________________________________________ ,  Difficulty in local procurement of raw materials and parts 65.2 64.8
3 Increase in financing costs (n=121) 59.5 415 (n=376) '
4 Volatility of the local currency’s exchange rate against the e SR 3 Difficulty in quality control (n=376) 57.2 58.6
US dollar (n=223 ' ’ s
( ) 4 Quality of employees (n=640) 46.7 425
5 uality of employees (n=226 52.2 53.3 .
Quality Ploy ( ) 4  Complicated customs clearance procedures (n=634) 46.7 47.5
2017 2016
survey survey
“_1““-\I_\/_aig_r-)_lrlcir-e_a_s-e“([]_:??_él_)-__““_““““__““__““__“““fii.(z“““:f:?;?:_“ 1 Difficulty in local procurement of raw materials and parts 54.4 62.1
2 Difficulty in quality control (n=339) 54.0 59.0 (n=46)
Competitors’ market shares are growing (cost-wise 2 Difficulty in recruiting engineering staff (n=46) 50.0 36.7
3 - 50.6 47.3
competition) (n=595) )
--------------------------------------------------------------------------------- 2 Quality of employees (n=72) 50.0 57.3
4 Quality of employees (n=594) 50.5 4B 5 | e
"""""""""""""""""""""""""""""""""""""""""""""""""" 2 Difficulty in quality control (n=46 50.0 535
5 Major clients requesting lower prices (n=595) 43.9 406 | e Y___cl____y ________ (_ ____) _____________________________________________
5  Wage increase (n=72) 45.8 447

Note: Top 5 responses are listed above, except for “No particular problem.” Orange-highlighted items are not included in the top 10 common problems in “3. Management
Matters (1).”
Note: Red-highlighted items increased by 10 pp or more from 2016.
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3. Management Matters (5)

__Problems by country/region (top 5, multiple answers) (%)
1 le_flculty in local procurement of raw materials and parts 76.0 813
(n=25)
2017 2016
survey survey 2 Inadequate logistics infrastructure (n=25) 72.0 62.5
1  Wage increase (n=319) 721 67.5 3 Quality of employees (n=42) 69.1 60.4
Competitors’ market shares are growing (cost-wise 4 Difficulty in quality control (n=25) 68.0 56.3
2 " 64.2 59.2
competition) (n=321)
------------------------------------------------------------------------------------ 5  Power shortage or blackout (n=25) 68.0 65.6
3 Quality of employees (n=319) 58.3 49.5
[ T T 2017 2016
Tax burdens (i.e. corporate taxes and transfer pricing taxes) _ survey survey
4 (n=320) 51.3 52.6
I e e e e e e e S mm s s m e 1 Wage increase (n=64) 82.8 69.7
5 Difficulty in quality control (n=150) 50.7 LSy [ ——— S
2 Difficulty in quality control (n=30) 76.7 76.3
P | e T
survey survey 73 i i
3 (Dr:f_fécou)lty in local procurement of raw materials and parts 700 73.7
1 Difficulty in quality control (n=18) 61.1 52.9 I A
2 Difficulty in local procurement of raw materials and parts 50.0 412 4 Quality of employees (n=64) 60.9 62.9
(n=18) 5  Complicated customs clearance procedures (n=64) 46.9 44.8
3 VoIatlIlty_of the local currency’s exchange rate against the US 48.4 323 2017 2016
dollar (n=31) survey survey
4 High import duties (n=31) 484 41.9 Difficulty in local procurement of raw materials and parts
1 (n=17) 70.6 63.6
4 Time-consuming customs procedures (n=31) 45.2 R it
2 Quality of employees (n=27) 70.4 72.2
2017 2016 . . . . . -
- survey survey 3 Difficulty in recruiting engineering staff (n=17) 64.7 _“21._3_ N
1 Difficulty in quality control (n=11) 72.7 44.4 4 Difficulty in quality control (n=17) -__ff'_s_ ]
“-;“-\;\/-;g;(;-ir-u-:;(;;s-(;-(-r]-;g(;) ----------------------------------------- 7- 0-_6“"“;3;_;“- 5) Inadequate logistics infrastructure (n=17) 52.9 36.4
Difficulty in local procurement of raw materials and parts 2017 2016
(n=11)
4 Quality of employees (n=30) 46.7 15.4 1 (Dnif_f:iLc7l;Ity in local procurement of raw materials and parts 82.4 70.0
Tax burdens (i.e. corporate taxes and transfer pricing taxes
5 (n=28) ( P pricing ) 46.4 34.6 1  Power shortage or blackout (n=17) 82.4 85.0
Note: Top 5 responses are listed above, except for “No particular problem.” Orange-highlighted 2 Difficulty in quality control (n=17) 64.7 50.0
items are not included in the top 10 common problems in “3. Management Matters (1).” L _
Note: Red-highlighted items increased by 10 pp or more from 2015. Blue-highlighted items 2 Wipidleguziie Jogistles [l seile (0217 T =500
decreased by 10 pp or more from 2016. 5  Wage increase (n=81)
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3. Management Matters (6)
__Problems by country/region (top 5, multiple answers) (%) -

survey survey .
1 | Wage increase (n=117) 59.0 57.5

1  Wage increase (n=806) 75.3 77.8 e
_________________________________________________________________________________ 2 Growing market shares of competitors (cost-wise 521 538
,  Growing market shares of competitors (cost-wise e 444 competition) (n=117) '
titi =804 ’ ’ R T T T
________C_o_njf)?_l_lf)_n_)_gl____z _______________________________________________________ 3 Major clients requesting lower prices (n=117) 40.2 46.8
3 1 in fi i ts (n=484 50.2 31.9 0
........ TEE%S_(.E.IP..Ir.]?r.]fl.n.(‘;..C_O_s_f_(_n_____)___________________________________________ 4 Quality of employees (n=117) 35.9 31.6
3 Difficulty i lit trol (n=484 50.2 450 | TTTTTTC e TTTmmmm e T T T T T
_________ I__‘ET!_‘T.%?H_E?PI_O__(_n_____)____________________________________________ 5 | Difficulty in developing in new clients (n=117) 35.0 41.0
5 No more room for cost-cutting (n=484) 46.1 48.2
2017 2016 survey survey
-acau e e
1  Wage increase(n=180) 60.0 62.9
1  Wage increase (n=271) 62.7 59.2 T o m s
_________________________________________________________________________________ ,  Growing market shares of competitors (cost-wise 41.9 33.7
2 Difficulty in developing in new clients (n=270) 44.8 45.9 competition) (n=179) ’
3 Growing market shares of competitors (cost-wise 43.0 36.9 3 Volatility of the local currency’s exchange rate against the 1.8
competition) (n=270) ' ’ US dollar (n=180) :
4 Increase in financing costs (n=33) 42.4 195 4 Quality of employees (n=180) 31.1 26.2
5  Quality of employees (n=271) 41.0 35.2 5 Increase in financing costs (n=37) 29.7 29.2

2017 2016
2017 2016 survey survey
survey survey

1 Growing_market shares of competitors (cost-wise 50.5 51.4 1 Sorr?lvgient?tig?rlaﬁtﬂsgf res of competitors (cost-wise 44.4 35.1
competition) (n=216) T L

T nerense minanong oo (s AN mo | 2. Wasenoreme =72

3 Quyodempoess (o9 ms  wa |3 Ryneeereosecmeme ;e gs 2

--.‘E---.V.V.E:g_e_irlir_e_a_s_e_(f_z_l_?)_____________________________________ig?f ______ ?}L?___ 4 Difficulty in recruiting engineering staff (n=20) 30.0 22.7

5 Major clients requesting lower prices (n=216) 34.7 33.2 4 Increase in financing costs (n=20) 30.0 18.2

Note: Top 5 responses are listed above, except for “No particular problem.” Orange-highlighted items are not included in the top 10 common problems in “3. Management
Matters (1).”
Note: Red-highlighted items increased by 10 pp or more from 2015. Blue-highlighted items decreased by 10 pp or more from 2016.

Copyright © 2017 JETRO. All rights reserved. Reproduction without permission is prohibited. 35



3. Management Matters (7)

Comparison between China and other major countries in Asia (top 5, multiple answers)

Indonesia

Vietnam = == China

= == China

1. Wage increase
0

1. Wage increase
0

2. Difficulty in quality
control

11. Increase in financing
costs

2. Difficulty in quality
control

11. Increase in financing
costs

3. Growing market
shares of competitors
(cost-wise competition)

3. Growing market
shares of competitors
(cost-wise competition)

10. Major clients
requesting lower prices

10. Major clients
requesting lower prices

9. Time-consuming

4. Quality of employees customs procedures 4. Quality of employees

9. Time-consuming
customs procedures

8. Tax burdens (i.e. . Difficulty in local

8. Tax burdens (i.e. - Difficulty in local corporate taxes and procurement of raw
corporate taxes and procurement of raw transfer pricing taxes) materials and parts
transfer pricing taxes) materials and parts 7. Complicated custo ”No more room for cost-
7. Complicated custo ~No more room for clearance procedures cutting
clearance procedures cost-cutting . .
= == China Thailand
= == China India
1. Wage increase 1. éVage increase
0 Lo ) 0 - . .
— . e . . 11. Increase in financing 2. Difficulty in quality
11. Increase in financing costs, 2. Difficulty in quality control costs control
: . : 3. Growing market shares of : . 3. Growing market shares
f ) 10. Major clients f )
10. Maj(l)(;viltle?ntrsicrgguestlng competitors (cost-wise requestingJ lower prices of competitors (cost-wise
P competition) competition)
). Time-consuming customs ’ 9. Time-consuming i

procedures 4. Quality of employees customs procedures 4. Quality of employees

8. Tax burdens (i.e. corporatd 5. Difficulty in local 8. Tax burdens (i.e. . Difficulty in local

taxes and transfer pricing procurement of raw materials corporate taxes and procurement of raw

taxes) and parts transfer pricing taxes) materials and parts

7. Complicated custo “No more room for cost- 7. Complicated custo “No more room for cost-
clearance procedures cutting clearance procedures cutting

“Difficulty in quality control,” “Quality of employees” and “Difficulty in local procurement of raw materials and parts” were cited more commonly in
India, Indonesia, Vietham and Thailand than in China.

Only Indonesia exceeded China in the proportion of “Wage increase.” China was higher than four other countries in the proportion of “No more room

for cost-cutting” and “Increase in financing costs.”
The proportion of firms citing “Time-consuming customs procedures” was higher in India, Indonesia, and Vietnam than in China by over 10
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4. Rising Costs of Production an—

Note: Countries/regions for which n > 10

Negative |mpact.of soarln.g.c.osts of product|on.and services = Significantly affected « Slightly affected
. Onbusiness activities (by country/region) . Hardlyanyimpact  ~Noimpact
60 80 100

0 20 40
Total (n=4,473) 35.4 mm ‘\‘b\‘b\‘b\‘b\‘m NN 14 5 3.8
Indonesia (N=416) ! m\ X\ 99 17
Pakistan (n=30) 40.0 \\ \ \ 6.7 6.7
Cambodia (n=64) . AR R \ N ==
China (n=795) 39.3 ‘m\m\ .. 11.3 3.5
Malaysia (n=218) |[I— AN TN \%\\\& 11932
Vietnam (n=631) 33.9 T \‘&‘:\m \ Ve
Sri Lanka (n=30) 36.7 TR \\\\\\\\\\\\\\\1\}«“ \\ K\ 10.0 6.7
Philippines (n=71) 35.2 \ VAR ¥ AR 16.9
Thailand (n=586) 33.5 ‘\ \W 15.2 2.6
Myanmar (n=78) 42.3 \\\\\\\\\\
India (n=318) 35.9 \‘&\\m 13.8 5.4
Bangladesh (n=42) 33.3 \\\\\\\l\\\\ \‘\“ 143 7.1
17.9 3.9

Australia (n=179)
HK & Macau (n=269)
Laos (n=27)

16.4 5.6
14.8 7.4

\m
N_._"

"\
\\\\\\\\\\\\\\\\\\\\\\\\\;\@ 12.8 5.1
\\ A 18.2 4.0

N
‘m\\mﬁ
N\

N\
AR AN
28 737'0 \i\\ W

SN

‘g

S~
30.5 miwx
Q\;\

Singapore (n=324)
Taiwan (n=211) 17.1 \\\\\\\\\\\\\\\\\\\\\\ \ 277 5F
New Zealand (n=72) 26.4 SRR N m 19.4 12.5
South Korea (n=112) 25.9 T 1 R 28.6 7.1

® A combined 81.8% of the firms responded that their business activities are "Significantly affected" or "Slightly affected" by the negative impact of the rising costs of
production and services resulting from soaring prices of payroll, energy, and raw materials. About 80% of the firmsin Asia and Oceania are affected negatively.

® The proportion of firms sustaining negative impact was the highest in Indonesia at 88.5%, followed by Pakistan, Cambodia and China.

® By industry in Indonesia, the impact was most serious in Food, Textiles, Wood/Pulp, General machinery, Travel/Amusement and Restaurant. A combined 100% of the

firms responded that their business activities are "Significantly affected" or "Slightly affected" by negative impact. The proportion of firms that selected “Significantly

affected” was the highest in Food (80.0%).
® By industry in China, over 50% of the firms selected "Significantly affected" in Wood/Pulp (66.7%),Restaurant (66.7%), Textiles (56.5%), Chemical/Pharmaceuticals

(52.9%), Communications/Software (52.6%) and Food (50.0%).
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4. Rising Costs of Production an—
Negative impact of eoaring costs of pro_duction and services I

-acturing

20

%

40 80

-manufacturmg

0

Manufacturing total
(n=2,141)

Textiles (n=109)

Motor vehicles/
Motorcycles (n=418)

Food (n=150)
Iron/Nonferrous
metals/Metals (n=343)

Wood/Pulp (n=35)
General machinery (n=90)

Rubber/Leather (n=49)

Electric machinery
(n:330)
Chemical/Pharmaceutical
(n=280)

Precision machinery

(n=65) 33 9

IR\ R
- &@7

D
N

55.1

NN

\m\ \616

¥ o=

— \864
_ N\ 72

§§§§

D
p-1 Non-manufacturing total
(n=2,332)
Restaurant (n=33)
1.4
0.7 Transport (n=248)
51.2 Construction (n=169)

9 Travel/Amusement (n=63)

Communications/Software
(n=121)

[y

Wholesale/Retail (n=1,036)
3

Finance/Insurance (n=167)

Business services (n=111)

| Slgnlflcantly affected
Hardly any impact

= Slightly affected
No impact

(%)

\\ \ 19.6 5.3
\\m N\sho

38.7 \m \121 2.4
R\ %\ \Visia.

30.2

- \\\\\\\ e
NIIN\\77=

13.2 W
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11.4

27.9 14.4
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z2a RN

= Significantly affected = Slightly affected
Hardly any impact No impact
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® A total of 89.0% of the manufacturing firms and 75.2% of the non-manufacturing firms responded that they are “Significantly affected” or
“Slightly affected” by the negative impact of rising costs. Manufacturing firms are affected more seriously than non-manufacturing firms.

® |n the manufacturing sector, the proportion of firms that selected “Significantly affected” was the highest in Wood/Pulp.

® |n the non-manufacturing sector, the Restaurant industry marked the highest proportion in “Significantly affected” regarding negative impact.

® |n all industries, Business services had the highest proportion of “Hardly any impact” or “No impact,” at over 40%.
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4. Rising Costs of Production and Services (3)

Countermeasures against rising costs currently being

taken or under consideration (multlple answers) Industries with a significantly higher response rate than average

3

(%)
Answers Respoy 0 20 40 60 80 100
7 Total : : : 48.4|
1 Cost-cutting (e.g., administration cost, indirect : 48.4 Finance/Insurance | | : 69.8
cost) ’ Transport | | | . 58.6
,  Reviewing suppliers of raw materials and 38.6 Motor vehicles/Motorcycles - 55.8
procurement content . 38,6
3 Increasing prices of products (or services) . 295 Wood/Pulp | / 4 64.5
General machinery : 58.2
4 EI’]COLIJII'agiF:Q recruitment of local staff, reducing: 242 Precision machinery | ' ' 57.1
payroll cos : : .
: Total :29.5
o . L . : | | ;
5 Rewewmg producpon (consolidation of lineup, : 298 Restaurant : 50/0
improvement, adding of value) 3 Food | ' : ' 470
6 Encouraging automation and power-saving 215 Wood/Pulp | I . 45.2
(e.g., introducing industrial robots) : ’ :
. ; " Total £ 24.2
Cost-cutting through mass production and b o 1 [ .
7 volume sales : 20.2 Communications/Software | 74 38.3
. . . Finance/Insurance | : 34.4
8 gr(;s(;:&(;gmggttg?eugh Increasing local 19.8 Business services : 31.8
: Total ¥ 215
9 No particular measures : 4.6 Electric machinery : 46.0
Shifting production/service capabilities to third Motor vehicles/Motorcyeles | . 41.8
10 country/areas (*) : 4.6 Precision machinery i |37.5

Total (n=3,623)

Note: China includes a shift of production/service capabilities to other areas on the Mainland.

® The most common countermeasure was “Cost-cutting (e.g., administration cost, indirect cost)” at 48.4%. In particular, this countermeasure is taken
(considered) more commonly by non-manufacturing industries, such as Finance/Insurance and Transport. The proportion of firms that “Encouraged
recruitment of local staff and reduced payroll cost” or that is considering doing so was also high.

® In the Wood/Pulp industries, the proportion of firms that reviewed or are considering reviewing “suppliers of raw materials and procurement content”
exceeded 60%. “Increasing prices of products (or services)” was cited by 45.2% of respondents.

® |n the Precision machinery industry, “Reviewing suppliers of raw materials and procurement content” accounted for 57.1%, while “Encouraging automation

\ and Eower-saving” accounted for 37.5%.
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4. Rising Costs of Production and Services (4)

Countermeasures against rising costs currently being taken or under consideration
(by country/region) (multiple answers) (1/2)

Note 1: Countries/regions for which n > 50
Note 2: China includes a shift of production/service
capabilities to other areas in the mainland.

(%)

Reviewed production
(consolidation of lineup,

Reviewing suppliers of raw
materials and procurement

Cost-cutting

(e.g., administration cost, Encouraged recruitment of local

Raised the prices of products (or

indirect cost) content services) staff, reducing payroll cost improvement, adding of value)
0 25 50 75 100 0 25 50 75 100 0 25 50 75 100 0 25 50 75 100 0 25 50 75 100
Total (n=3,623) i’ 484 Total (n=3,623) 38.6 Total (n=3,623) 29.5 Total (n=3,623) i| 242 Total (n=3,623) i| 22.8
HK(f:l;/Igé:)au - 58.2 Indonesia (n=362) - 47.0 Indonesia (n=362) - . 37.0 Cambodia (n=55) - . 38.2 H'irf‘:glgga” | . 29.3
China (n=671) 54.6 China (n=671) 45.3 Malaysia (n=185) 35.7 Singapore (n=252) - 29.0 Taiwan (n=147) 27.9
Taiwan (n=147) - | 54.4 Vietnam (n=524) - 44.7 India (n=254) - 32.7 Indonesia (n=362) - 27.6 China (n=671) - 26.1
Indonesia (n=362) - | 51.9 Thailand (n=477) - 43.8 Philippines (n=59) - 32.2 India (n=254) - 26.4 Philippines (n=59) - J 25.4
Singapore (n=252) - | 51.6 India (n=254) - 40.6 Singapore (n=252) - 31.8 China (n=671) - 26.4 Myanmar (n=64) - 1 25.0
Sot(J:l7ch>)rea - 514 Philippines (n=59) - 39.0 Myanmar (n=64) - 31.3 Myanmar (n=64) - 1 25.0 Indonesia (n=362) - | 2410
Australia (n=139) - ‘ 50.4 Malaysia (n=185) - 38.9 Cambodia (n=55) - 30.9 Vietnam (n=524) - | 24.1 Cambodia (n=55) - I 23.6
India (n=254) - 1 5010 Cambodia (n=55) - 307 Australia (n=139) - 30.2 HK(rf‘:';"géa“ - | 236 Thailand (n=477) - | 235
Cambodia (n=55) - ’ 491 HK(f:l;/Igé:)au - 27.9 HK(::ZASé:)au - . 29.3 Taiwan (n=147) - 21.8 Australia (n=139) - 21.6
Philippines (n=59) ‘ 415 SO 25,0 S e o - Thailand (n=477) || 21.2 e B
Thailand (n=477) 44.4 Singapore (n=252) 24.6 Vietnam (n=524) - 28.2 Australia (n=139) 20.9 Singapore (n=252) - 19.4
Malaysia (n=185) - 422 Taiwan (n=147) - 238 China (n=671) - 25,5 SOL(‘;E;(Z";% - 19.4 Vietnam (n=524) - 19.1
Vietnam (n=524) - 39.1 Myanmar (n=64) - 234 Taiwan (n=147) - | 23.8 Philippines (n=59) - 18.6 India (n=254) - 18.1
Myanmar (n=64) - 32.8 Australia (n=139) - 18.7 Thailand (n=477) | 233 Malaysia (n=185) - 18.4 Malaysia (n=185) - 14.6
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4. Rising Costs of Production and Services (5)

Countermeasures against rising costs currently being taken or under consideration

(by country/region) (multiple answers) (2/2)

Encouraged automation and power-
saving (e.g., introduced industrial
robots)

0 25 50 75 100

Total (n=3,623) . 215

Malaysia (n=185) 37.8
China (n=671) 29.4
Indonesia (n=362) 26.0
South Korea (n=72) ‘ 25.0
Thailand (n=477) ‘ 23.1
Vietnam (n=524) 21.6
Philippines (n=59) 20.3
Taiwan (n=147) 14.3
HK & Macau (n=208) 13.9
Cambodia (n=55) 12.7
India (n=254) 12.6
Singapore (n=252) 12.3
Australia (n=139) 11.5
Myanmar (n=64) 3.1

Cost-cutting by mass production and
volume sales

0. 2.5 5.0 7.5 10.0
Total (n=3,623) . 20.2
Cambodia (n=55) - 29.1
Indonesia (n=362) ’ 23.8
India (n=254) ’ 23.6
Vietnam (n=524) ‘ 23.1
China (n=671) 22.8
Philippines (n=59) 22.0
Thailand (n=477) 20.3
Australia (n=139) 18.7
Taiwan (n=147) 17.0
South Korea (n=72) 16.7
Myanmar (n=64) 14.1
Singapore (n=252) 13.1
Malaysia (n=185) 12.4
HK & Macau (n=208) 10.1

Cost-cutting by increasing local

procurement rate

0 25 50
Total (n=3,623) . 19.8

India (n=254)

China (n=671)

Philippines (n=59)

Malaysia (n=185)

Indonesia (n=362)

Vietnam (n=524)

Thailand (n=477)

Myanmar (n=64)

Cambodia (n=55)

South Korea (n=72)

Taiwan (n=147)

HK & Macau (n=208)

Singapore (n=252)

Australia (n=139)
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Note 1: Countries/regions for which n > 50
Note 2: China includes a shift of production/service
capabilities to other areas in the mainland.

295
| 24.4
| 23.7
| 23.2
| 23.2

22.5

21.8
14.1
12.7
125
11.6
10.1
9.5

4.3

Shifted production/service capabilities (%)
to third country/areas
100 0 2? 5.0 7.5 1(?0
Total (n=3,623) I 4.6
Singapore (n=252) - 14.7
HK & Macau (n=208) 11.1
Australia (n=139) 10.8
South Korea (n=72) 5.6
Philippines (n=59) 5.1
Taiwan (n=147) 4.8
Thailand (n=477) 4.2
Cambodia (n=55) 3.6
China (n=671) 3.3
India (n=254) 3.2
Malaysia (n=185) 2.2
Vietnam (n=524) 2.1
Indonesia (n=362) 1.7
Myanmar (n=64) 1.6
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5. Procurement of Raw Materials m

Note: Country/region for which n > 10

Ratio of labor/material costs to production costs Ratio of labor/material costs to production costs
i . {ind : )

(%) 0 20 40 60 80 fg)())
40 60 80 100

- Laos (n=16) 38.0 . h
Toal (n=1.942) W WM i Myanmar (n=17) 30.1 i I,,J/,?'/////////{yj 24.2
South Korea (n=34) 29.9 e A a s
Large (n=1.057) [ENENT 777777 62677/ | 205 Cambodia (n=29) LK ,/,;/,;/,;/,;/,Z/Wﬁ 16.6

sme (r-sss) [WEERII///7 /50 /) 1224 New Zealand (n=17) |ETEIEZZ B/ PRii

Singapore (n=53) 25.6 /,WI ik

Textiles (n=106) [NERNANN" 7498 195 Bangladesh (n=23) WX~ 8590 1612
General machinery (n=81) EW%WM: 21.5 Australia (n=33) 239 T el
7 :26_6 SriLanka (n=10) WA /68 /167

Rubber/Leather (n=45) W///////// /////////f
Precision machinery (n=51) W// /// //////// 15.8 HK & Macau (n=26) 214 il .

W Thailand (n=311) WA~~~ 556 = 232

ood (n=132) W 23.4

Electric machllznery (n= ;Zz) Wﬁ; /// //////;///// 17.2 China (n=452) s 6-2 206

Iron/Nonferrous metals/Metals W/ /// / 25 5 Vietnam (n=348) 10,4 G000 e
(n=327) Z W . Taiwan (n=45) WG 885 11229

Chemical/Pharmaceutical (n=253) W// /W//L// / 19.8 Malaysia (n=116) 17.6 ?,:: ,; 191

wooupup (n=32) [T /77777 /68877 77777 148 Indonesia (n=228) [T/ 1220
Motor vehicles/Motorcycles (n=384) W/ /M//// / 23.4 Philippines (n=40) [ /W/ m 27.7
® Labor costs = Material costs (raw materials, parts) Other India (n=128) WELE % /27 18.9

Pakistan (n=16) [ = = /W )

m Labor costs = Material costs (raw materials, parts, etc.) = Other

Note: “Production cost” includes the costs of all resources consumed in
producing an item, such as materials, labor, and others.

® The ratio of labor costs to local production costs of Japanese-affiliated firms averaged 19.8%, while the ratio of material costs averaged 58.8%.
Thus, the material costs constitute a majority of local production costs. In comparison with the 2016 survey, labor costs increased by 0.1 pp, while

material costs increased by 0.4 pp.
® By country/region, the ratio of labor costs is relatively high in Laos, Myanmar, South Korea, Cambodia and New Zealand. On the other hand, the
ratio of material costs is high in Pakistan (74.4%), where Motor vehicles/Motorcycles is the major industry.
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5. Procurement of Raw Materials and Parts (2) e

Local production cost in comparison with production cost in Local production cost in comparison with production cost in
Japan, which is taken as 100 (by company size and industry) Japan, which is taken as 100 (by country/region)

S T s 0 20 20 60 80 100 Note: Country/region for which n > 10
Y company . | . . 0 20 40 60 80 100
L =984 . . ; ; ) ;

23; (n 849) | | | | 7?5099 Australia (n=30) : | | | 99.4
n= :
( ) : : : South Korea (n=34) | | | | 89.2
Byinausty 0O 20 40 60 8 100 Singapore (n=48) | | | 7 88.1
Total (n-1.833) : : ' [78.6 New Zealand (n=18) | | | 77 86.7
| | | Taiwan (n=44) : | | | 83.8
Wood/Pulp (n=29) ! ! ! ! 87.4 Indonesia (n=210) 83.6
Motor vehicles/Motorcycles (n=361) | 82.9 China (n=428) ) : I I 80.5
| | | | | | |
Chemical/Pharmaceutical (n=231) | 81.1 Thailand (n=300) : I I 80.0
Iron/Nonferrous metals/Metals : : : | 793 Pakistan (n=14) 79.6
(n=314) - | | |
, ' ' ' HK & Macau (n=23) 78.9
General machinery (n=82) | 79.1 ] [ | |
| | | Malaysia (n=103) | | | 78.6
Wi .
iscellaneous manu ?r(]:t:uzrgrg I I | |77.9 Philippines (n=35) | | | 72.6
Electric machinery (n=268) | 771 Vietnam (n=336) | | | 72.3
| | | o
Rubber/Leather (n=44) | 13.0 Cambodia (n=26) | | 63.3
| | | L =15 _
Precision machinery (n=49) | 72.1 aos (n ) | | 58.7
| | | Bangladesh (n=23) : | 51.5
Textiles (n=100) : : : | 63.4 Myanmar (n=15) 49.1

Note: “Production cost” includes the costs of all resources consumed in producing goods, such as materials, labor, and others.

C
N————————————————————————

Compared with the production cost in Japan, which is taken as 100, the average local production cost decreased from 78.9 in the 2016 survey by 0.3 pp to
78.6.
By industry, production costs are relatively high in Wood/Pulp, Motor vehicles/Motorcycles, Chemical/Pharmaceutical and Iron/Nonferrous metals/Metals,
while the cost is lower in Textiles at 63.4.
By company size, the costs of SMEs (75.9) were lower than those of large enterprises (80.9) by 5.0 pp. The gap decreased by 1.3 pp from the 2016 survey
(6.3 pp).
By country/region, production cost was lower in all countries than in Japan. Production cost is high in Australia (99.4) and South Korea (89.2), while the

ost is lower in Myanmar (49.1) and Bangladesh (51.5).
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5. Procurement of Raw Materla
. Note: Country/region for which n > 10
Procurement sources for raw materials and parts = Local »Japan -~ ASEAN = China © Other
e COUNIEION, LESPONSEE (013 10000) e,
(%)

Total (n=1,922) 28.6 40 L 2 s =

New Zealand (n=17) T //M = NN
China (n=449) — MWA.MIBI
Australia (n=33) 57.1 B 5= =[] 1:]]1]]]
Thailand (n=306) 56.8 / AZ?Z’/ /Z?4 === ||
India (n=132) 55.9 W 92 4868
Taiwan (n=44) 55.4 /W/W.O 6.5 3.8
Indonesia (n=226) 45.2 G B 102 5.2 {111
South Korea (n=34) 44.6 WM;@WZ 5.8 4311715/l
Philippines (n=39) 42.2 L A TN A= S N
Malaysia (n=113) T S/ A9 3208 == el
Sri Lanka (n=11) . W/W 7.3 28.2 [T BLEA
Pakistan (n=15) 34.3 /W’W 9. 3 12.9 ||III)IIIIIIIIIIIHHIBIIIIIIIIIIIIIIII
Vietnam (n=347) 33.2 ///////////W/////I/////A WNANN=sz— T
Bangladesh (n=24) 31.5 WW 6.5 33.6 Hig1sll
Singapore (n=47) E— RN 2NN =g 5=l 1Bl
HK/Macau (n=25) 16.9 /33’(»07//// / 6.9: 24.0 | NI
Myanmar (n=16) 14.4 /// W// 15.3 19.4 AR
Cambodia (n=27) [WEEK W /W . o | 26.7 I
Laos (n=17) WA 5400000 ~26.2 : 36.8 5.4

® The largest procurement source for raw materials and parts in the local production activities of Japanese-affiliated firms was "Local" (48.6%), followed by
“Japan” (29.1%) and "ASEAN® (7.7%). The local procurement rate increased by 2.1 pp from the 2016 survey (46.5%). On the other hand, the rate of
procurement from Japan decreased by 1.0 pp, while the rates from ASEAN and China slightly decreased.

® By country/region, the local procurement rate is high in New Zealand (up 11.6 pp from the 2016 survey) and in China (down 0.5 pp from the 2016

survey).

The rate of procurement from Japan is highest in Myanmar (39.7%), followed by Singapore (39.2%), South Korea (37.8%) and HK & Macau (35.4%).
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5. Procurement of Raw Mater
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40%

30% 60.8 56.8 56 9

20% 45.2 44.6 45.2
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o 2012 | 2017 2012 | 2017 2012 | 2017 2012 2017 2012 | 2017 2012 | 2017 2012 2017 2012 2017
(n=474) | (n=449) | (n=417) | (n=306) | (n=98) | (n=132)| (n=63) | (n=34) | (n=109) | (n=226) | (n=147) | (n=113) | (n=158) | (n=347)| (n=60) | (n=39)

China Thailand India South Korea Indonesia Malaysia Vietnam Philippines

mlLocal #Japan ~ASEAN = China 1 Other

® Comparing the procurement sources for raw materials and parts in eight major countries in the 2012 survey with those in the 2017 survey, local
procurement rates increased in China, Thailand, India, Indonesia, Vietnam and the Philippines.The rate increased in the Philippines (16.0 pp), India
(10.7 pp), China (6.5 pp), and Vietnam (5.3 pp) in five years.

® The rate of procurement from Japan decreased in all countries, except South Korea, Indonesia, and Malaysia.

® The procurement rate from China increased in all five countries, excluding India, South Korea and the Philippines. The rate & particularly high in

Vietnam at 11.8%.
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5. Procurement of Raw Materials anc

Note: Countries/regions for which n>15. “n” indicates the numbers of valid responses for each industry by country/region.

Procurement sources for raw materials and parts . . :
. Top 4 countries/regions regarding the local
... |byindustry, responses total 100%) procurement rate in major industries

(ty)Motorvehicles/ 0 20 40 60 80 100 (%)
°) Motorcycles ~, . _ T
China (n=96 m 54.1
0 20 40 60 80 100 ) E 6; \I\Q N
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Food (n=132) . 11.76.3 9.4 Indonesia (n=66) IS \&\ 8.03.7 6.7
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|
General machinery (n=82) . 0 _88 33,5 China (n=55) WNZ 2
' Thailand (n=62 SaREaINE: $ 6.6
Motor vehicles/Motorcycles (n=376) . /A"J'? 4.3 ( ) \\ \\\
32 Indonesia (n=39) W = 5 11 0
Iron/Nonferrous metals/Metals Chemical/
(n=324) 7 9.6 Pharmaceutical 0 20 40 60 80 100 (%)
NN T

N

: 5.
China (n=46)
Chemical/Pharmaceutical (n=250) . 12. 1 5.99.8 |
//g// Thailand (n=42) <IN AONNNN e )
, |
10 0 8 I India (n=16 . 10969 14
// /y// L — W}‘?\ |
M/7 > 20 ="l Indonesia (n=30) . SN NN = ] 2
7 ! Electric machinery 0 20 40 60 80 100 (%)
/// ///,10.5 12.9 5.8 China (n=76) \mm7 Bl
]

W // S=Ill Malaysia (n=38) T \m\ 122 150 63
/ / ’ SN Thailand (n=37) W\\\\ 74| "
Vietnam (n=45)

W Local [ Japan | ASEAN | China ||| Other Wlos 244 78

@ By industry, the local procurement rate of raw materials and parts is high in Food and Wood/Pulp at 70.5% and 59.7%, respectively. Meanwhile,
the rate of procurement from Japan is higher in the Precision machinery industry, at almost 40%. In Textiles, the procurement rate from China
was over 20%.

® In the Electric machinery industry, the local procurement rate increased to 37.3%, up 2.9 pp from the 2016 survey, while the procurement rate
from Japan decreased by 2.4 pp to 33.5%.

® |n all four industries with valid responses from more than 200 companies, the local procurement rate exceeded 60% in China. The local

procurement rate in Motor vehicles/Motorcycles was high at 71.3%, although the rate decreased by 1.0 pp from the 2016 survey.

Rubber/Leather (n=45)

Textiles (n=104)

Electric machinery (n=275)

Precision machinery (n=52)

&)
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5. Procurement of Raw Materials

Local procurement sources for raw materials and parts I
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Manufacturing sectors
only
Local procurement sources for raw materials and parts \
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0 20

= Japanese-affiliated companies
(%)
60 80 100

\\\m‘ﬁs

40

Large (n=895)

SME (n=770)

Food (n=122)
Wood/Pulp (n=30)
\\ NI ‘162
\\w\s\\\\t 114
——ry

Textiles (n=82)
Chemical/Pharmaceutical (n=219)
General machinery (n=74)

Rubber/Leather (n=39)

Iron/Nonferrous metals/Metals
(n=270)

NN

\\\\hs&\\\\\ 0.1

Electric machinery (n=242) \\ \6 9
MAANENNNE A

\\\m\\\\ z

® “Local companies” was the largest local procurement source, at
52.4%, followed by “Japanese-affiliated companies” (39.8%)
and “Other foreign-affiliated companies" (7.8%).

® In the Philippines, Thailand and Indonesia, “Japanese-affiliated
companies” exceeded 50% as a procurement source.

Motor vehicles/Motorcycles
(n=326)

(€8]

Precision machinery (n=42)

EAS

® By industry, “Local companies” exceeded 80% in Food.
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5. Procurement of Raw Materials and

Future raw materials/parts procurement policy
ihii ii”iiii“ﬁiilii m”mili iiiiiiﬁiii Note: Country/region for which n > 50

Ratio of firms that responded that they
would raise the local procurement
rate in the operating country/region

Ratio of firms that responded that
they would raise the procurement
rate from “ASEAN”

Ratio of firms that responded that
they would raise the procurement
rate from “JAPAN”
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Manufacturing sectors
only

Ratio of firms that responded that
they would raise the procurement
rate from “CHINA”

(%)
0 25
Total (n=1,962) 11.4 |
Malaysia (n=117) - 18.8
Singapore (n=50) 18.0
Indonesia (n=228) - 145
Thailand (n=311) - 11.6
Vietnam (n=357) - 11.2
India (n=139) - 7.2

® As araw material/part
procurement policy in the
future, the largest proportion of
firms at 72.8% responded that
they would raise the local
procurement rate in the
operating country/region.

® As local procurement sources
that will become importantin
the future for raising the local
procurement rate, “Local
companies” were cited by
83.0% of the firms, while
“Japanese-affiliated firms” was

cited by 59.6%.
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Manufacturing sectors

5. Procurement of Raw Materials a

only
Reasons for raising future procurement rate for raw materials/parts |
Reason for raising procurement rate Reason for raising procurement rate Reason for raising procurement rate Reason for raising procurement rate
from local market from ASEAN from Japan from China
(n=1,408) (%)  (n=435) (%) (n=263) (%) (n=222) (%)

40 60 80 100 O 20 40 60 80 100
[ [ [ [

&x 28.5 11.4 12.6

0 20 40 60 80 100 O 20 40 60 80 100 0

To shorten lead time

To diversify risks N 329 HH|| H 25.5 194

e TS
Toeedup sl L s 09
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Tariffreduction in Ine § 14.5 5.7 2.7

® For firms that responded that they would raise the procurement rate from the local market, ASEAN, and China, the biggest reason was “To make costs
lower.”

® The major reasons for raising the local procurement rate were “To make costs lower” (84.8%) and “To shorten lead time” (63.1%).

® The major reason for raising the procurement rate from ASEAN was “To make costs lower” (80.7%). “To shorten lead time” (28.5%), “To diversify
risks* (32.9%), and “To improve quality” (23.0%) also accounted for a certain proportion. The proportion of “To diversify risks” (up 4.7 pp from the previous
year) exceeded that of "To shorten lead time” (down 3.3 pp).

® The biggest reason for raising the rate of procurement from Japan was “To improve quality” (63.9%).
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6. Exports/Imports (1)
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Domestic sales-oriented Export-orie
(export ratio: less than 50%) (50% +)

® The average proportion of export sales to total sales among Japanese-affiliated companies was 35.0% (down 1.1 pp from the previous year).

® By country/region, the proportion exceeded 50% in Laos (64.8%), Bangladesh (58.4%), the Philippines (57.4%), and Vietnam (52.3%). On the other
hand, the proportion of domestic sales was high in India (15.8%) and Pakistan (17.0%), with less than a 20% export ratio.

® The proportion of totally export-oriented firms (export ratio: 100%) was high in Laos (56.0%), Bangladesh (42.5%) and Cambodia (34.4%).

Meanwhile, completely domestic sales-oriented firms (export ratio: 0%) exceeded 50% in Myanmar (66.7%), Pakistan (56.0%) and Cambodia

(50.8%).
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6. Exports/Imports (2) —

... Breakdown of export destinations (by country/region, responses total 100%) | o Caunvieskegons forwrich n = 10
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® Japan was the largest export destination (as a total of all surveyed countries/regions) for Japanese-affiliated firms, at 43.6% on average, followed by
ASEAN (24.1%) .

® There are no major changes from the 2016 survey in the proportion of major countries/regions as export destinations, but Japan increased by 1.2 pp
while ASEAN and China decreased by 0.5 pp and 0.9 pp, respectively.

® Japan accounted for over 50% in Bangladesh, China, Vietnam, Myanmar, the Philippines and Cambodia. In the manufacturing sector, Japan is the

major export destination for Textiles (66.5%), General machinery (52.6%), Rubber/Leather (51.6%), and Precision machinery (51.6%).

Copyright © 2017 JETRO. All rights reserved. Reproduction without permission is prohibited. o1



6. Exports/Imports (3)

Most Eromising exeort market for business/eroducts over the next 1 to 3 years ‘bz countrx/regionz Note: Countries/regions for which n > 10
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(%)

Total (n=3,412)

1st 2nd 3rd
Country Thailand (n=499) Vietham 20.2| Japan 14.8 CLM 14.4
1 Japan 19.8 China is mostimportant
. (%)
2 Vietnam 10.0 iet 5 ad
3 China 8.4 HK & Macau (n=204) China 34.8/ Vietham  15.7] Japan 8.3
. Taiwan (n=162) China 32,7/ Japan 15.4| Vietnam  13.0
4 India 7.1 South Korea (n=90) China  26.7 Vietnam 233 Japan  15.6
Thailand 7.1 .
4 Thailand is mostimportant %)
Japan is mostimportant 1st 2nd 3rd
(%) |Laos (n=20) Thailand 35.0f Japan 25.0/ China 10.0
1st 2nd 3rd dd ' '
Vietnam (n=501) Japan 32.7, CLM 13.2) Thailand 11.4 - £ |EEEL s aposi iz (%)
China (n=605) Japan 28.6/ Vietnam 9.8/ Thailand @ 8.4 1st 2nd
Indonesia (n=304) Japan 234 Vietnam 102 Thailand 9.9 |pakistan (n=18) MEi‘;‘i'te 22.2 IndiaE(Lllrlc;l)é (Lﬁ %1-1),
Philippines (n=53) Japan 34.0 China (11.3), US (11.3) P :
New Zealand (n=48) Japan 20.8/ Oceania 18.8 China 14.6 Africa is mostimportant (%)
Cambodia (n=43) Japan 25.6| Vietnam (14.0), CLM (14.0) 1st ond 3rd
Bangladesh (n=34 J 26.5| E 20.6| Chi 11.8 i
énga esh (n=34) apan urgpe !na India (n=222) Africa 17.1] Japan 16.2 Middle 10.4
Sri Lanka (n=19) Japan 21.1 India  21.1 China 15.8 East

Note: CLM:Cambodia, Laos, Myanmar

® The most promising export markets over the next one to three years (as a total of all surveyed countries/regions) were Japan, Vietnam and China in that
order, followed by India and Thailand, which occupied fourth place at the same percentage. Indonesia, which was third in the previous year, was seventh at

6.7% (down 1.9 pp from the previous year). The ranking of Japan, China, and India rose from the 2016 survey while that of Vietham and Thailand fell.
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6. Exports/Imports (4)

Most promising export market for business/products over the next 1 to 3 years

-ing/Non-manufacturing)

(%) (%)
25 25
20.7
19.8
20 N
17.6
15
10.0
10 ——
8.4
7.1
- g 71
i e X
5 .
0 T T T T T 1 O T T T T T 1 0 T T T T T 1
2012 2013 2014 2015 2016 2017 2012 2013 2014 2015 2016 2017 2012 2013 2014 2015 2016 2017
] Ind . Chi —eo— Japan —#— [ndonesia —e— Japan —@— |ndonesia
—— —0— —_—
apan ndonesia na —s— China - -~ - India —a— China —— Thailand
. . . =+ Thailand ===-US Vietnam ====CLM
—+— Thailand Vietnham --=-India _ .
Vietnam = <@ - |ndia
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el

Note 1: The proportions in the two charts on
EPA to firms that are involved in eit

6. EXports/Imports (5) s pmesiittus ot

Utilization of existing (in force) FTAS/EPAs (only companies involved in export/import

Note: Countries/regions for which n > 10

-s utilizing FTAS/EPAs - of firms utilizing FTAS/EPAs f® A total of 49.0% of firms
size and industry) /region) engaged in trade are using

(¥0)

Total (n=2,308) 490 (%) FTAS/EPAs, up 1.5 pp

Large (n=1,443) 50.6 Indonesia (n=277) . from the 2016 survey.
SME (n=865) 46.6 New Zealand (n=25) : ® Large enterprises (50.5%)
South :23;2;2;22 : are more likely to be using

Rubber/Leatlher (n=31) 67.7 Laos (n=15) FTAs/EPAs than SMEs
Textiles (n=81) 66.7 .
Chemical/Pharmaceutical (n=196) 61.2 '\_Il_ls'l?'lysﬁ §n=é§gg (466%)
) allana (n= PS .
Food (n=88) 60.2 Vietnam (n=370) By |ndU5try, the

Rubber/Leather, Textiles,
and Chemical/
Pharmaceutical industries
use FTAs/EPAs more than
other industries.

® By country/region,
Japanese-affiliated firms’
FTA/EPA utilization rate
was the highest in
Indonesia, at 67.5%,
overtaking South Korea,

_s utilizing FTAs/EPAs in 2016 and 2017 -TA/EPA utilization by Japanese- which marked the highest
ms in ASEAN in the previous year.

Motor vehicles/Motorcycles (n=267)
Transport (n=53)

Cambodia (n=33)
Australia (n=108)
Bangladesh (n=16)
Philippines (n=42)
Singapore (n=189)
Pakistan (n=11)
China (n=277)
Taiwan (n=93)
Myanmar (n=21)
Sri Lanka (n=10)
HK & Macau (n=116)

General machinery (n=61)

Wholesale/Retail (n=688)

Iron/Nonferrous metals/
Metals (n=227)

Wood/Pulp (n=19)
Electric machinery (n=221)
Precision machinery (n=37)

Communications/Software (n-37)

Construction (n=47)

Business services (n=13)

<For Export> (%) Besides Indonesia, the
60 utilization rate was higher,
(nff‘g‘g) 4913 at over 50%, in New
50 238 Zealand, India, South
2016 8.7 Korea, Laos, Malaysia,
(n=1.854) | ! . ! ! 40 and Thailand.
0 10 20 30 40 50 60 (%) ® FTA/EPA use increased
<For import> 30,3 from the 2016 survey both
in imports and exports.
20 rin ® FTA/EPA use by
19.7 Japanese-affiliated firmsin
10 . ASEAN increased by

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 about 3 pp from the 2016

: ' ' ' ' % survey both in imports and
0 10 20 30 40 50 60 (%) o— Export - - Import o or¥s p
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6. Exports/Imports (6)
Note: These figures include firms making use of Early Harvest accelerated tariff reductions for designated products.

ope . Bilateral FTAsS/EPAs are included in multi lateral FTA/EPAs.
FTA/E PA ut| I |Zat| on The percentage of firms using FTAS/EPAs is calculated as the ratio of firms making use of FTAs/EPAs to firms involved
in importing /exporting.
Firms % of all

Firms % of all Firms % of all Firms % of all

Trade inf,m:d making firmsusing ~ Trade mf,';f“,: 4 making firms using Trade mf,';w: 4 making fimsusing  Trade va';?",: 4 making firms using
Partners i export F':"ls\lsr}gES;\s FTAs(}fEPAs partners in import F':"Z?/gEgI\s FTAs(;fEPAs Partners in export F':"ls\lsr}gES;\s FTAs(}fEPAs Partners i import F':'jzlsr}gE;fAs FTAs(}fEPAs
ASEAN 176 81 46.0 ASEAN 93 48 51.6 ASEAN 49 21 42.9 ASEAN 92 65 70.7
China 79 36 456  China 112 57 50.9 ndia Japan 49 21 42.9  Japan 135 74 54.8
Thailand Japan 199 73 36.7  Japan 279 128 45.9 SAARC 27 9 33.3
South Korea 24 12 50.0 South Korea 30 17 56.7 UsS (GSP) 20 11 55.0
India 71 30 42.3 ASEAN 36 11 306 ASEAN 37 21 56.8
ASEAN 166 74 446 ASEAN 187 82 439 | Australia New Zealand 42 13 31.0  China 35 14 40.0
_ China 81 25 309  China 130 40 30.8 Japan 70 33 47.1
Vietnam Japan 211 72 341  Japan 247 90 36.4 ASEAN 111 31 27.9) ASEAN 70 36 51.4
India 25 15 60.0 South Korea 39 14 35.9 China South Korea 59 15 254 HK 79 14 17.7
ASEAN 119 68 57.1 ASEAN 159 103 64.8 HK 128 18 141 Taiwan 40 10 25.0
China 54 25 46.3  China 108 57 52.8 |HK & Macau  China 101 17 16.8  China 86 12 14.0
Indonesia Japan 138 67 48.6 Japan 234 141 60.3 Taiwan China 67 21 31.3 China 58 13 22.4
US (GSP) 23 10 435 South Korea 44 21 47.7 ASEAN 24 12 50.0 ASEAN 20 15 75.0
India 25 10 40.0 China 25 11 440  China 19 11 57.9
ASEAN 160 70 43.8 ASEAN 84 40 47.6 South Korea us 16 10 62.5
China 46 15 326  China 65 19 29.2 EU 17 10 58.8
Singapore Japan 69 22 31.9 Japan 132 38 28.8
Sou::dl;orea zz ;2 iii ° In Thailand, Vietng_m, Indonesia, Singgpore, and Malaysfiaf many
firms (30—60%) utilize FTAs/EPAs for imports/exports within
Australia 4 16 340 ASEAN (AFTA) and with Japan.
ASEAN 69 35 50.7. ASEAN 63 24 38.1 ® In India, FTAs are utilized at a high proportion for imports from
China 36 20 55.6 China 48 13 27.1 Japan and ASEAN.
Malaysia Japan 62 25 403  Japan 101 30 29.7 ® In China, the FTA utilization rate rose by 9.3 pp from the 2016
South Korea 15 13 86.7 survey for exports to ASEAN. In South Korea, FTAs are more
India 2 10 455 gtilized than in oth_er countries/regions, at over 50%, for
Philippines  Japan 20 5 207 Japan - 9 6.0 !mports/exports Wlth ASEAN, exports to the U.S. and EU, and
imports from China.

Note: Countries/regions for which n >20 or firms making using of FTAS/EPAs for which n >10
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6. Exports/Imports (7)
The averaﬁe daxs reﬁuired from the arrival of freiﬂht at the seaﬁort or airﬁort to the comﬁletion of imﬁort clearance ‘bx cou ntr¥/reﬂioni I

i . . : i i for which n >
Sea frelght | (day) Air fYEIght | Note: Countries/regions for which n > 10 (day)
Total (n=2,289) Total (n=2,157) 3.5
Bangladesh (n=28) 20.4 Bangladesh (n=27) 8.7

Pakistan (n=16)
Myanmar (n=27)
Indonesia (n=251)
India (n=186)
Australia (n=97)
South Korea (n=70)
Philippines (n=40)
Cambodia (n=35)
Malaysia (n=131)
Sri Lanka (n=15)
Vietnam (n=389)
New Zealand (n=33)
Thailand (n=383)
Taiwan (n=125)
Singapore (n=175)
HK & Macau (n=142)
Laos (n=15)

Pakistan (n=22)
Myanmar (n=34)
New Zealand (n=36)
Australia (n=104)
India (n=186)
Philippines (n=42)
Indonesia (n=293)
South Korea (n=67)
Cambodia (n=41)
Sri Lanka (n=17)
Thailand (n=401)
Vietnam (n=412)
Malaysia (n=137)
Laos (n=15)

HK & Macau (n=135)
Singapore (n=181)
Taiwan (n=138)

® In every country/region, the number of days required from the arrival of freight at a seaport to the completion of import clearance is two
or three times longer than the days required for air freight.

® By country/region, the number of days required is shorter in Taiwan, Singapore, and Hong Kong & Macau, while the number of days is

longer in Bangladesh, Pakistan, and Myanmar.
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6. Exports/Imports (8)

: Note 1: Industries for which n > 10
Non-manufacturing ' Note 2: “n” (sea freight, air freight) in parentheses shows the

number of firms with valid responses.

(%)
20
manufacturing .
(n=1,313, 1,206) Non-m(?]r;lg?gt%rénlg;
Food
(n=71, 58) Wholesale/Retail
] (706, 685)
Textiles
(n=79, 76) Communications/Software
Wood/Pulp (n=12, 18)
(n=17, 10) )
Construction 18.4
Chemical/Pharmaceutical (n=60, 50)
(n=186, 160)
Transport
Rubber/Leather
(n=38, 34) (n=108, 109)
Iron/Nanferrous Travel/Amusement
metals/Metals =12 10
(n=237, 207) (n=12, 10)
General machinery 131 Miscellaneous non-manufacturing
(n=52, 56) (n=61, 60)
Electric machinery
(n=195, 197) . . .
. m Sea freight = Air freight
Motor vehicles/Motorcycles
(n=253, 229)
Precision machinery
(n=38, 42)
Miscellaneous
manufacturing
(147, 137)

® In the manufacturing sector, fewer days are required in Electric machinery and Textiles, while more days are required in General

machinery and Food.
® [n the non-manufacturing sector, fewer days are required in Transport, while more days are required in Construction.
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Non-manufacturing
sectors only

/. Challenges in local market develo

2 OW i i
Local Japanese-affiliated companies (%) o 20 40 60 80 (10(/;()) o 20 40 60 80 (10(/;)())

0 20 40 60 80 100

Currently (n=1,811) 73.4 Currently (n=1,231)

Currently (n=580) 76.7

Breakdown

In the future (n=1,779) In the future (n=1,209)

In the future (n=570)

=
(%) (%)
20 40 60 80 100 __SME_] 0 20 40 60 80 100

Local companies

In the future (n=1,779) :::: SIS

g
785

Local foreign-affiliated companies (%) (%)
0 20 40 60 80 Large 020 40 60 80 100 SME O 20 40 60 80 100
I
Currently (n=1,811) 33.0 Currently (n=1,231) 38.1 Currently (n=580) 22.
I | 1 I
In the future (n=1,779) 48.1 In the future (n=1,209) 51.1 In the future (n=570) 41.6
| | | | I |

®Currently, “Local Japanese-affiliated companies” is the

Currently (%) In the future (%) | largest target segment in local market development (for
0 20 40 60 80 100 0 200 40 60 80 100f salesto corporate customers) at over 70%. Regarding target
Total Total segments in the future, however, the proportior_l_of “Local
(n=1,752) 2.7 (n=1,722) companies” is higher than “Local Japanese-affiliated
’ ' companies.”
Large . Large ®Currently, “Local companies” and “Local foreign-affiliated
(n=1,183) 8 (n=1,164) companies” are more taken as target segments by large
companies than by SMEs. Meanwhile, SME intention to
SME 76.6 SME develop these two segments in the future significantly
(n=569) ' (n=558) increased.
®By price range, “Middle price range” accounted for the

I Higher price range [ Middle price range | |argest proportion as the current target segment. Meanwhile,
Lower price range “Higher price range” was more frequently cited as the future

; ; ) ) I y target price range, accounting for a larger proportion than
Copyright © 2017 JETRO. All rights reserved. Reproduction without permission is prohibited. \_“Middle price range” among large companies.




/. Challenges in local market devel
<For corﬁorate customers> Taraet seaments in local market develoEment ‘multiﬁle answers allowedI bx countrx/reﬂioni \

Local Japanese-affiliated

Non-manufacturing
sectors only

Local foreign-affiliated

“*==p Increased over 20 pp
4+ Decreased over 30 pp

Note: Countries/regions for which n>20 companies (%) Local companies (%)
20 60 80 100 0 80 100
Total Currently (n=1,811) Currently ﬁ Currently ?3
In the future (n=1,779) In the future [ In the future FEsaisss 48.1
Philippines Currently (n=20) 95.0 Currenuy Currently m 0
In the future (n=21) In the future I 6.7 In the future [FEREEwesmes 52 4
Currently (n=60 93.3 Currently 8.3 Currently
Myanmar i the fetore (v-56) In the future '\ 64.4 In the future E\\ %t\\\ k S 627
; Currently (n=230 Currently Currently .
Thailand In the futurz En:220§ In the future B % In the future X
Vietham Currently (n=235) Currently Currently H's"'
In the future (n=235) In the future m‘m 7 In the future ERIERNNREE 54.5
Indonesia Currently (n=171) Currently Currently H 25L2
In the future (n=168) In the future m&mm\m ] In the future [Eiiissssas 429
India Currently (n=146) 77.4 Currently Currently m 47.3
In the future (n=144) |5 S s 60.4 In the future ENNENEINEINRNNNNNNGN 7 In the future |EEEEE SRS SREE 60.4
: Currently (n=83) 77.1 Currently Currently L3 .
Malaysia In the future (N=82) i Inthe future RS In the future M“\Q&Q 52.4
Cambodia Currently (n=27) 74.1 Currently Currently m la
In the future (N=29) |am In the future RN RN In the future [FEEIEEREEE 55 2
HK & Macau Currently (n=216) 74.1 Currently . Currently H .
In the future (N=217) | 1743, In the future RS In the future [Siisis s 48.9
Singapore Currently (n=229) w 70.7 Currently , Currently 7
gap In the future (n=221) [ s 49,3 In the future [ S S A 73, In the future [ S Y 643
Taiwan Currently (n=138) H 50.0 Currently Currently ]
In the future (n=139) N 37,4 In the future SRR EEEEEE 84.2 Inthe future
New Zealand Currently (n=40) m 7.5 Currently Currently )
ew zealand |, the future (n=36) S 472 In the future SRR NNINNNENNEY 83.3  Inthe future S5 [16.
A i Currently (n=110) Currently Currently 40.9
ustralia In the future (n:104) \\“& In the future mﬁ\mﬁm\mﬁ\ 88 In the future m\m 2

South Korea

Currently (n=63)
In the future (n=63) 17. 5

Currently
In the future

Currently

Mé.7ln the future [FEEEEE 25

® The proportion of firms that cited “Local Japanese-affiliated companies” as future sales target decreased. The proportion significantly decreased, particularly

in Myanmar, Thailand, Indonesia, Malaysia, and Hong Kong & Macau (a decrease of over 30 pp).

® In Myanmar, Thailand, Vietham, and Cambodia, “Local companies” was more cited as the future target than as the current target, with a gap of over 20 pp.
® In Myanmar and Vietnam, “Local foreign-affiliated companies” was more cited as the future target than as the current target, with a gap of over 20 pp.
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/. Challenges in local market d

"=« Increased over 20 pp
4+ Decreased over 30 pp

Local Japanese-affiliated Local Companies % Local foreign-affiliated (%)
companies (/0) ( 0) companies
0 20 40 60 80 100 0 20 40 60 80 100 0O 20 40 60 80 100
Currently (n=1,811) 3.4 Currently 60.2 Currently to
Total . 2 -
In the future (n=1,779) \\\\\\\\ﬁ 49.4 In the future \\\\\\\\I\\\\\\\% 74.9 In the future \\\W 48.1

Currently (n=99) Currently

In the future (n=99) g\\\\\ !\\\\\ !\\N! 67.7

92.9 Currently

263

In the future g\\\\\\\g 48.5 In the future

Business services

N

g [— o S
e | S—— o S—F.
concin | ) — o S—L e
.1 |-
Curently (n=125) 70.4 Curently 720 cunenty "

Finance/lnsurance

DN
NN 487
NN 429

N
DI
DN

In the future (n=120) \ In the future \\\I\\\\\\\\\W 75.8 In the future \\\\W 55.8
. Currently (n=833) 65/9 Currently 73.2 Currently 32.7
Wholesale/Retal In the future (n=815) m In the future \\\\\\\\\\\\\\N 84.4 In the future W 45,0

Currently (n=15) 40.0 Currently 80.0 Currently | 0.0

g\\\\\ !ﬁ 35.7 In the future g\\\\\\\\\\ !\\\\\ !\ﬁ 78.6
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/. Challenges in local market develm

<For individual consumers> Target segments in local market development and price range (multiple answers allowed, by company size

Target customers Upper class (%) Middle income class (%) Lower class (%) Foreign residents (%)

0 20 40 60 80 100 0O 20 40 60 80 100 0 20 40 60 80 100 0O 20 40 60 80 100
Currently (n=713) m ES]. Currently w i3 Currentlyg 15.9 Currently g 23,3
Total
= 3 n the tuture \k’\: n the tuture n the tuture
In the future (n=716) \\\\\\\\\\\\ 67.3 | Inthefut | \ 77.0 Inthefut \w 20. In the fut \ 20.8
wy

M.
Currently (n=474) 9.5 curenty m 82[1 curenty
Harge In the future (n=475) \\\\\\\\\\\\%7, Inthe fuure \\\\\\\\\\\\ 79
OO

~
=

17.3 Currently 21,5

.6 In the future g\w 2213 In the future N 20.8
46.4 Currently 74.1 Currently 13.0 Currently 26.8
SME . ]
In the future (n=241) \\\N 67.2 | Inthefuture 1 15.8 In the future \ﬁ 19.

Target price range Higher price range (%) Middle price range (%)

I~

Currently (n=239)

~

1.8 | Inthefuture

7, 1

[

Lower price range (%)

0 20 40 60 80 100 0 20 40 60 80 100 0 20 40 60 80 100
Currently (n=697) 4.0 Currently m°.2 Currently 17.4
Total In the future (n=705) m 682 In the future g\\\\\\ !\\\\\\ !\\\\\\\ !66.1 mhemum@ 17.6
Currently (n=461) 0.5 Currently 1.2 Currently 18.2
Large

Currently (n=236) 41.1 Currently

(4.2 Currently 15.7

In the future (n=236) W 64.0 In the future \\\\\\\\\\W 64.0 In the future \ﬁ 14.4

Over 70% of firms target “Middle income class” for sales to individual consumers, both currently and in the future. The proportion of "Upper class" is significantly
increasing as the future target. In particular, "Upper class" was more cited by SMEs as a future target than as a current target, with a gap of 20.8 pp. Meanwhile,
large companies seem to intend to strengthen sales to “Lower class.”

Regarding the targeted price range, “Middle price range” accounted for the largest proportion. However both large companies and SMEs are more likely to
strengthen “Higher price range” in the future.
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/. Challenges in local market develo
<For individual consumers> Target segments in local market development (multiple answers allowed, by country/region \

Non-manufacturing
sectors only

"***% Increased over 15 pp

Note: Countriesiregions for which n>10 ~ UPP€r class (o) Middleincomelelass) (o) Lower class  (g) Foreign residents (o)
0 20 40 60 80 100 0 20 40 60 80 100 0 20 40 60 80 100 0 20 40 60 80 100
Total Currently (n=713) Currently m 79.4 Currently 15.9 Currently jm 23[3
0 In the future (n=716) 7.3 | Inthe future \m\m\m\\‘@ 77.00 Inthe future [ 20.1 In the future [555 20.
. Currently (n=51) 1.7 Currently w 86.3 Currently 15.7 Currently 117.7
India In the future (n=52) 9.2 | Inthe future |[SEEEEER SR 78,9 In the future &1\: 19.2 In the future &\\\.‘ 212
. Currently (n=84) 1 Currently 1.4 Currently 19.1 Currently 27.4
Vietnam In the future (n=89)  [73.0/ Inthe future ;m:mg& 74.2 | Inthe future Q 19.1 In the future tm : 25.8
. Currently (n=26) 5 Currently 84.6  Currently 19.2 Currently 2311
Malaysia In the future (n=27) B In the future tm!m!m{'%; In the future @14.8 In the future g\m Fﬁ 25.9
. Currently (n=65) 0 Currently w 86.2 Currently r 18.5 Currently r 16.9
Taiwan In the future (n=64) [l i g7 2 | Inthe future [EEEREEES SRR 85.9In the future [HEER | 17.2 In the future |55 125
. Currently (n=68) \L58. 8 Currently 82!4  Currently 16.2 Currently 27.9
Singapore In the future (n=67) [ 65 7 | Inthe future [SIS NS SENAE 70.2 | Inthefutre [ENNSE dog In the future |05 254
. Currently (n=59) 1 6 Currently 89.8 Currently J 18.6 Currently 20.
Australia In the future (n=59) ‘W\N‘Wﬁé 78.0 In the future |SH SR NN 780 Inthe future [ 203 In the future |55 20,
Currently (n=21) 1 Currently 1.4 Currently | 19.1 Currently 4219
Myanmar In the future (n=24) mm% 75.0 Inthe future [EEEEEREEEEEEEE 70.8 In the future [ 20. In the future |0 33.3
. Currently (n=63) 52.4 Currently 76.2 Currently jé Currently 14.3
Indonesia In the future (n=65) M 55.4 In the future m 72.3 | Inthe future g’i\ 26.2 In the future g\\: 15.4
. Currently (n=23) 52.2 Currently 60.9 Currently 13.0 Currently 47.8
Cambodia In the future (n=23) m 60.9 In the future m 73.9| Inthe future s 13.0 In the future M.B
Currently (n=31) % 6 Currently 839 currently 226 Currently 2216
New Zealand In the future (n=31) m@ 77.4 Inthe future [FEEEEEEEEEREEEE 80,7 Inthe future [EEEEE 226 In the future |55 12.9
Currently (n=82) Y 3 Currently 82/9  Currently 7.3 Currently 2312
HK & Macau In the future (n=79) [ 65,8 | In the future gm:m\m I73.4 In the future |25 12.7 In the future |55 17.7
Currently (n=20) A&E\ Currently 85.0 Currently 30.0 Currently 15.0
South Korea |, e uture (n=19) m& 73.7) Inthe future |SEEEiiiiii s 84,2 Inthe future [EEER 21 In the future [F 10.5
. Currently (n=86) 3. X Currently 76.7 Currently l 18.6 Currently 2313
Thailand In the future (n=83) [MINE ST 60/2 | Inthe future |[BENEEEIIEENINNT [75.9) Inthe future [REEN 217 In the future |55 [15.7
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® Firms tend to further strengthen sales to “Upper class” in Australia, Myanmar, New Zealand, Hong Kong & Macau, South Korea, and
Thailand, where consumers’ income levels are relatively high.

® “Middle income class” accounted for a larger proportion as a future target segment than as a current target segment in Malaysia and
Cambodia, with a gap of over 10 pp. Meanwhile, “Lower class” accounted for a larger proportion as a future target than a current target in
Singapore and Indonesia, with a gap of over 10 pp.
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/. Challenges in local market development (6) Non manfaciuring

sectors only

Current competitors (Maximum of three answers allowed) Total (1=1,992)
Industries with a gap with the average (%)
E _ 0 20 40 60 80 100
y company size ;
Answers (%) 3 SME Total E 66.6
arge Transport (n=206) : 87.4
Japanese-affiliated _ : :
1 . 66.6 68.1 63.3 Business services (n=101) : 83.2
companies 3
2 Local companies : 59.6 59.7 59.5 Total { 59.6
: Restaurant (n=26) : 76.9
; ; : Construction (n=156) : 74.4
3 Chinese companies : 254 26.1 23.9 Travel/Amusement (n=55) : 147
o Transport (n=206) : 70.0
4 European Compar”esg 148 17.6 9.0 Finance/lnsurance (n=135) E 69.6
: Business services (n=101) 43.6 =
5 US companies :14.3 16.6 9.4
: Total t 254
6 Korean companies : 11.6 11.7 11.3 Wholesale/Retail (n=001) : 39.1
. Communications/Software (n=95) 11l6:
Talwanese Restaurant (n=26) 1115 E
7 ) : 5.3 4.7 6.4 Finance/Insurance (n=135) 104 -
Compan 1es Business services (n=101) 4.0 :
8 None inparticular : 3.6 Ske 4.2 :
: Total i 11,6
Construction (n=156) 19.9

["® “Japanese-affiliated companies” was the biggest competitor, at 66.6%. In particular, a larger proportion of firms cited “Japanese-affiliated

companies” as competitors in Transport and Business services.

® The second biggest competitor was “Local companies,” at 59.6%. By industry, the proportion of “Local companies” was higher than the
average by over 10 pp in Restaurants (76.9%), Construction (74.4%), Travel/Amusement (72.7%), Transport (70.9%), and
Finance/Insurance (69.6%).

® The third-place ranking of “Chinese companies” was higher than the average in Wholesale/Retail (39.1%).

® Europeanand U.S. firms are less frequently cited. By company size, however, large companies regard them as competitors.

® By country/region (next page), “‘Japanese-affiliated companies” and “Local companies” occupied first or second place in almost all

\ countries/regions. In Sri Lanka, “Chinese companies” ranked second.
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7. Challenges in local market developm

Non-manufacturing
sectors only

Current competitors (maximum of three answers allowed) and their competitive edge (multiple answers allowed) (by country/regions)
I EE———————————

Note: Countries/regions for which n > 10

Countries/regions where “Japanese-affiliated
companies” was cited as the biggest competitor
class

Myanmar (n=62) Thailand (n=243)

Japanese-affiliated Japanese-affiliated

. companies 87.1 1 companies 81.9
2 Local companies 58.1 2 Local companies 58.4
g Chinese companies 55 & 3 Chinese companies 18.9
Indonesia (n=185) HK & Macau (n=232)
Japanese-affiliated Japanese-affiliated
1 companies 7.7 1 companies. 69.4
2 Local companies 69.2 %) Local companies 46.1
3 Chinese companies 55 5 3 Chinese companies 435

Vietnam (n=258)
Japanese-affiliated

Singapore (n=244)

Japanese-affiliated

1 companies 68.2 1 companies 61.5
2 Local companies 62.8 2 Local companies 51.6
3 Korean companies 21.7 3 Chinese companies 328

Philippines (n=26) Australia (n=132)

Japanese-affiliated Japanese-affiliated

1 companies S7.7 1 companies 1.5
2 Local companies 423 2 Local companies 50.8
3 US companies 23.1 3 Chinese companies 30.3

Countries/regions where “Local companies” was
cited as the biggest competitor class

Taiwan (n=154) South Korea (n=75)

Local companies 70.8 1 Local companies 70.7

2  Japanese-affiliated
companies 66.9
8  Chinese companies g 3 3

2 Japanese-affiliated
companies 64.0

US companies 227

Bangladesh (n=16) Malaysia (n=88)

Local companies 68.8 1 Local companies 65.9

2 Japanese-affiliated
companies 50.0
3  Chinese companies 18.8 3

Sri Lanka (n=17) India (n=161)

2 Japanese-affiliated
companies 63.6
Chinese companies 296

Local companies 64.7 1 Local companies 64.6
2 Chinese companies 47.1 2 Japanese-af_filiated 60.3
companies
3 Korean companies 353 3 European .
companies 32.3
New Zealand (n=48) Cambodia (n=34)
Local companies 64.6 1 Local companies 58.8
2 Japanese-affiliated 2 Japanese-affiliated
companies 52.1 companies 52.9
3 Chinese companies 20.8 3  Chinese companies 324
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/. Challenges in local market development (8)

Competitive edge in products/services (multipleanswers allowed)

10

Answers

Quality

Influential corporate
brand name

After-sales/maintenance:

service

Price/cost
competitiveness

Human resources

Wide variety of
products/service

Distribution network

Product development
capability

Purchase/procurement :

routes

Influential promotional
advertising

(%)
77.3
445
32.1
25.4
20.9
20.5
12.2
11.4
10.9

2.8

By size of company

Large

77.9
50.4
31.8
23.3
20.9
21.9
14.2
12.7
10.9

2.7

SME

76.1

32.1

32.6

29.8

20.9

17.6

7.9

8.5

10.9

3.0

Total (n=1,955)

A
Non-manufacturing
sectors only

Industries with a significant gap with the average (%)
0

Total

Restaurant (n=25)

Travel/Amusement (n=54)

Finance/Insurance (n=129)

Total

Communications/Software (n=27)

Total

Communications/Software (n=95)

Construction (n=155)

Transport (n=204)

Total
Business services (n=99)
Communications/Software (n=95)

Travel/Amusement (n=54)

Total

Construction (n=155)

20 40 60 80 100
: : : :[77.3
| | ] .
88.0
| | | 6675
— e
' W 445
284
' 3201
I 537
I a5
o
£ 20.9
I 49.5
: 326
I 315
t 205
7.7

® Respondents most frequently cited “Quality” (77.3%) as a competitive edge in their products/services, with a difference of over 30 pp
from the second-place ranking of “Influential corporate brand name.” In particular, the proportion of “Quality” was high in Restaurants,
at 88.0%.

® The second-place ranking of “Influential corporate brand name” was more frequently cited by large companies than by SMEs.

® The proportion of the third-place ranking of “After-sales/maintenance service” was higher in Communications/Software (53.7%) and
Construction (44.5%).
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7. Challenges in local market d-

= Products/services
for Japanese
market (which you

| also sell in Japan)

“ Products/services
which are
customized for local
market (design,
packaging or taste)

-ntry/region

Taiwan (n=65)

Note: Countries/regions for which n > 30

s
B,
)
R

HK & Macau (n=78)
Indonesia (n=61)
Thailand (n=80)
Singapore (n=64)

v
{/ﬁ’//’//m
////%”//’W/ﬁ

6

Vietnam (n=89)
India (n=47)

Vi
G
e

Australia (n=55)

f. “Products/services which are customized for local market (design,
packaging or taste)” was more frequently cited than
“Products/services for Japanese market (which you also sell in
Japan)” as products/services preferred by local consumers.

® By country/region, “Products/services for Japanese market” was
preferred in Taiwan and Hong Kong & Macau, while
“Products/services which are customized for local market” was
preferred in Australia and India.

® By industry, “Products/services for Japanese market” was preferred
in Transport, while “Products/services which are customized for
local market” was preferred in Communications/Software,

Finance/Insurance, and Travel/Amusement.

e | W
— ,;’;f,’,}%
i ﬂ

2
2
2

Business services (n=22)
Construction (n=29)

Travel/Amusement (n=44)

=
Wf;’///
e

= Products/services for Japanese market (which you also sell in Japan)

Finance/Insurance (n=64)

Communications/Software (n=22)

“ Products/services which are customized for local market (design, packaging or taste)
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/. Challenges in local market de

. . . w~

0
Note Countries/regions for which n > 10 (/0)

0 10 20 30 80 90 100
Total (n=694) 19.3 \\\\\\\\\\\\\\ 28. 8 7.4
Malaysia (n=24) 41.7 \\W \\\‘\\\ 8.3
Indonesia (n=61) . \\\\\\\\\\\\\\\\ 16.4 6.5
india. (n=48) . \\\\\\\\ m Nnn \ s e
Cambodia (n=23) . T R ES 21.7 8.8
y—— \\\\\\\\\\ \\m \ \\ 2:1.7 : 6.8
New Zealand (n=28) . \ 2|5.0 I 7.1
Thailand (n=80) 0.0 \\\ 20.0I | 12.5
Singapore (n=67) . \\\ \ \\\ I29.9 | 2.9
Australia (n=57) A0 \ 28.1 7.0
| |
Sri lanka (n=10) 30.0 \m \ 0 20.0
South Korea (n=20) ﬂ \ \\\ 4(%.0 :
Vietnam (n=88) \m\ | 86 | 5.7
HK & Macau (n=76) 17.1 m\\\\\\\\\\\% | Z =
Taiwan (n=66) 10.6 \\\m\\ . : : : . 9.1
= Primarily based on price -, Based on both price and quality, but with a tendency to be price-sensitive

Based on both price and quality, but with a tendency to be quality-sensitive Primarily based on quality

® |n a question asking local consumers about the balance between price and quality, a total of 63.8% of firms selected “Primarily based on price” or "Based
on both price and quality, but with a tendency to be price-sensitive.” In the entire Asia and Oceania region, local consumers atach more importance to
price than quality.

@ By country/region, the proportion of firms that attach importance to price was the highest in Malaysia at 91.7%, followed by Indonesia (77.1%), India
(75.0%), and Cambodia and Myanmar (both 69.5%).

® On the other hand, the proportion of “Primarily based on quality” and “Based on both price and quality, but with a tendency to be quality-sensitive” were
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/. Challenges in local market development (11)  wquum

sectors only

Effective advertising methods (multiple answers allowed)

Answers (%)
1 SNSs (social networking services) @  55.8 ‘ Breakdown of SNSs
2 Company website 37.6 (1) Facebook 94.3%
3 Newspapers/magazines 29.2 @) Instagram 37.3%
4 TV : 25.8
5 Onsight promotion . 211 (3)  Twitter 17.9%
6 Direct mail . 136 (4) Linked In 6.6%
7 Radio 4.1

By media (countries/regions where the media was more frequently selected) Note 1: Red highlights show over 40%.  Note 2: Countries/regions for which n > 10

SNS Company website Newspapers/magazines

1 Cambodia (n=23) 783 1 SriLanka (n=10) 70.0 1 SriLanka (n=10) 50.0

2 Myanmar (n=23) 69.6 2 Australia (n=57) 59.7 2 Myanmar (n=23) 43.5

3 Vietnam (n=87) 69.0 3 New Zealand (n=28) 50.0 3 New Zealand (n=28) 42.9

4 New Zealand (n=28) 64.3 4 Singapore (n=65) 431 4 HK & Macau (n=77) 36.4

5 Taiwan (n=64) 57.8 5 Taiwan (n=64) 40.6 5 Indonesia (n=62) 35.5

TV On-site promotion Direct mail

1 New Zealand (n=28) 46.4 1 India(n=45) 40.0 1 Srilanka (n=10) 30.0

2 Sri Lanka (n=10) 40.0 2 Malaysia (n=25) 40.0 2 New Zealand (n=28) 21.4

3 Australia (n=57) 38.6 3 HK & Macau (n=77) 28.6 3 Australia (n=57) 19.3

4 South Korea (n=20) 35.0 4 Australia (n=57) 28.1 4 Singapore (n=65) 18.5

5 Taiwan (n=64) 32.8 5 Indonesia (n=62) 25.8 5 HK & Macau (n=77) 18.2

Radio - -

1 Australia (n=57) 175 o “SN_S” (55.8%) was m.ost fre“quen”fly selegted_ as an effective advertising method. In

2 Cambodia (n=23) 87 partlcular., th<.a proportion of “SNS” was high !'n Res”taurants (83.3%) and
Communications/Software (81.0%). Among "SNS,” Facebook (94.3%) marked the

Rl South Korea (n=20) 5.0 highest, leaving “Instagram,” “Twitter,” and “Linked In” far behind.

4 Taiwan (n=64) 4.7 ® The second-place ranking of “Company website” accounted for over 50% in

5 India (n=45) 4.4 Communications/Software (52.4%) and Travel/Amusement (51.1%).
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/. Challenges in local market development (12) oo

sectors only

Troubles experienced in expanding business in the local market (multipleanswers allowed, by country/region)

- Total By sizet'of (%) Industries higher than the average by over 10 pp
corporation
(Top 10) (n=1,879) Large SME :
: (n=1,274) (n=605) Total ! 571
Recruiting/developing human : 57.1 :
1 resources* 57.5 56.4 Communication/Software (n=91) ; 68.1
Breakdown: Sales/marketing (89.3%), Purchasing/procurement (10.7%), Advertising/promotion (9.7%), R&D/product development (8.6%) :
2 Diversification of products/services 42.6 :
41.6 44.8 Total :36.6
3 Launching new products/services 36.6 :
J P : 37.6 34.6 . 29) : Lo s
: estaurant (n= 3
4  Finding local partners : 33.1 : '
9 ocap ; 34,5 29.9
5 Resetting prices 5 30.0 -
ng pr ; 28.5 33.1 Total  33.1
g Expansion of distribution network 276 ' :
(distributors, real-world shops) ' 28.3 26.3 Construction (n=147) 2o 460
7  Surveys of target segments 23.7 235 24.1 CommigeailBeliae (=00 P 451
g Reconsideration of 16.7 :
purchase/procurement routes ' 16.1 17.9 Total £ 30.0
9 Expansion of distribution network 16.6 t |
(e-commerce) : ' 16.3 17.2 . A £ 6slo
Reconsideration of : estaurant (n= : |
10 advertising/promotion methods : e 13.3 19.3

® As a trouble experienced in expanding business in the local market, the proportion of “Recruiting/developing human resources” was the
highest at 57.1%. Specifically, human resources for “Sales/marketing” was the most frequently cited at 89.3%, with a great difference
from other answer options.

® “Recruiting/developing human resources” was the most-frequently cited issue in all countries/regions, except South Korea and New
Zealand. The proportion of this answer option exceeded 50% in many countries (next page). In South Korea and New Zealand,
“Launching new products/services” was the highest. In Malaysia, Myanmar, and India, “Finding local partners” exceeded 40%.
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/. Challenges in local market development (13)

Problems by country/region (top 5, multiple answers allowed)

(%)

Note: Countries/regions for which n > 10

Launching new
products/services

Diversification of i :
Resetting prices

products/services

Recruiting/developing Finding local partners

human resources

0 25 50 75 100 0 25 50 75 100 0 25 50 75 100 0 25 50 75 100 0 25 50 75 100
Total (n=1,879) i‘: Total (n=1,879) 42.6 Total (n=1,879) 36.6 Total (n=1,879) i 33.1 Total (n=1,879) 30.0
Bangladesh (n=16) - 81.3 Vietnam (n=243) - I 48.2 Sotz:]lll%a)rea - 57.5 Malaysia (n=87) - 44.8 Laos (n=10) - . I 50.0
Taiwan (n=148) 71.6 Thailand (n=230) - ’ 47.8 Sri Lanka (n=17) 52.9 Myanmar (n=58) - 41.4 Sri Lanka (n=17) - 41.2
Myanmar (n=58) - 69.0 Malaysia (n=87) - 46.0 Taiwan (n=148) - I 50.0 India (n=152) - 40.1 Bangladesh (n=16) - 375
Vietnam (n=243) - 65.4 Taiwan (n=148) - 45.3 Laos (n=10) - I 50.0 Cambodia (n=34) - 38.2 India (n=152) - 37.5
Sri Lanka (n=17) 64.7 Cambodia (n=34) - 44.1 Nevxénzzia(\)l?nd - 42.5 Singapore (n=224) - 38.0 Myanmar (n=58) - 36.2
Malaysia (n=87) - 62.1 Indonesia (n=174) - 43.7 Singapore (n=224) - 40.2 Sri Lanka (n=17) - 35.3 Singapore (n=224) - 33.0
Indonesia (n=174) - 60.9 Singapore (n=224) 42.9 Malaysia (n=87) - 37.9 Taiwan (n=148) - 345 Cambodia (n=34) - 32.4
So?;rl;:;))rea - 56.2 Sri Lanka (n=17) - 41.2 India (n=152) - 37.5 Indonesia (n=174) - 33.3 Indonesia (n=174) - 31.6
Thailand (n=230) - 54.4 Australia (n=116) - 40.5 Thailand (n=230) - 36.5 Vietnam (n=243) - 31.3 Vietnam (n=243) 30.5
Singapore (n=224) 527 Philippines (n=25) - 40.0 HK(:‘:';";E%&” - 34.7 Australia (n=116) - 30.2 H’((r‘f‘:’;";sc)a“ - 29.8
HK(rf‘:“Z"Zag)a” - 52.6 India (n=152) 39.5 Cambodia (n=34) 32.4 Thailand (n=230) - 30.0 Philippines (n=25) - 28.0
India (n=152) | . . 52.0 HK(::'\ZA;EZ:;IU 38.6 Vietnam (n=243) 30.9 HK(:ZI;/IZaé:)au 29.4 Australia (n=116) . 26.7
Cambodia (n=34) J 50.0 Bangladesh (n=16) 375 Indonesia (n=174) 29.9 50‘(‘;27Kgf’)rea | 260 Thailand (n=230) 265
Laos (n=10) - J 50.0 Myanmar (n=58) - 36.2 Australia (n=116) - 29.3 Philippines (n=25) - 24.0 Malaysia (n=87) - 25.3
Australia (n=116) | 45.7 Ne":nzz‘z%')a”d - 35.0 Philippines (n=25) - | 280 Bangladesh (n=16) - 18.8 Ne"‘(’nzziag)a“d - | 250
Philippines (n=25) 440 S°‘(’;2'7<§)rea 32.9 Bangladesh (n=16) - | 250 Ne"‘('nzzﬁfnd 17.5 SO‘(‘rﬁiggea - | 247
NeV\(InZ:i%I?nd 325 Laos (n=10) 20.0 Myanmar (n=58) l 224 Laos (n=10) 10.0 Taiwan (n=148) | 23.0
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8. Wages (1) Year-on-year wage in

Total

Pakistan (26) |
India (265) |
Myanmar (62) |
Bangladesh (33) |
Vietnam (509) |
Indonesia (353) |
Cambodia (56) |
Sri Lanka (20) |
China (680) |
Philippines (56) |
Malaysia (177) |
Laos (19) |
Thailand (497) |
South Korea (91) |
Hong Kong (214) |
Taiwan (165) |
Singapore (266) |
New Zealand (52) |

FY2017 «— FY2016

Australia (142) |

J (%)

Manufacturing

The numbers in parentheses indicate the numbers of firms that responded.

India (119)
Pakistan (17)

Sri Lanka (8)
Myanmar (17)
Bangladesh (20)
Cambodia (24)
Indonesia (201)
Vietnam (307)
China (413)
Laos (13)
Philippines (35)
Malaysia (105)
Thailand (280)
Hong Kong (23)
Singapore (54)
South Korea (32)
Taiwan (43)
New Zealand (14)
Australia (31)

J (%)

Non-manufacturing

(%)

Pakistan (9)
India (146)
Myanmar (45)
Vietnam (202)
Bangladesh (13)
Indonesia (152)
Cambodia (32)
China (267)
Philippines (21)
Sri Lanka (12)
Malaysia (72)
Thailand (217)
South Korea (59)
Hong Kong (191)
Taiwan (122)
Laos (6)
Singapore (212)
New Zealand (38)
Australia (111)

P 111
TITEIITTEE 0.4
P 8.6
FIFITFS 8.5
IS 7.9
FITFIITS 7.6
P 7.1
T 5.8

I 5.8

R 55

Pakistan (25) |
India (264) |
Bangladesh (34) |
Myanmar (63) |
Cambodia (55) |
Indonesia (346) |
Vietnam (503) |
Sri Lanka (19) |
China (665) |
Philippines (55) |
Malaysia (174) |
Laos (20) |
Thailand (493) |
South Korea (90) |
Hong Kong (209) |
Taiwan (163) |
Singapore (255) |
New Zealand (53) |
Australia (137) |

FY2018 «— FY2017
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Myanmar (16)
Cambodia (24)
India (120)
Pakistan (17)
Bangladesh (21)
Sri Lanka (8)
Indonesia (199)
Vietnam (307)
China (406)
Philippines (34)
Laos (13)
Malaysia (104)
Thailand (278)
Hong Kong (22)
South Korea (32)
Singapore (52)
Taiwan (42)
New Zealand (14)
Australia (29)

Pakistan (8)

India (144)
Bangladesh (13)
Vietnam (196)
Myanmar (47)
Indonesia (147)
Cambodia (31)
China (259)
Philippines (21)
SriLanka (11)
Malaysia (70)
Thailand (215)
South Korea (58)
Laos (7)

Hong Kong (187)
Taiwan (121)
Singapore (203)
New Zealand (39)
Australia (108)

WP 105
e
e
WIS 8.1
R
I 7.3
I 7.2
A 5.7
WEEEEEE 5.4
WEEEEE 48
4
RS 43

SaEmEn 3.8

SRR 3.6

2aEE 3.3

2aEn 3.0

e 2.7

w27

EE 24
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8. Wages (2) Year-on-year wage increase rate (China and major countri

Total Manufacturing Non-manufacturing

(%) (%) (%)

30 30 30
20
10 e

O T T T T T T T 1 0 T T T T T T T 1 0 T T T T T T T 1

20112012201320142015201620172018 20112012201320142015201620172018 20112012201320142015201620172018
—&— China == |ndia == Thailand Indonesia =®= \ijetnam

Note: 2018 rates are forecasts.

® By industry category, the wage increase rate fluctuates relatively less in the manufacturing sector.
® |n 2017, the wage increase rate (total; same applies to the following) slightly decreased in China, Thailand, India, Indonesia, and Vietnam.

® |n China, the wage increase rate decreased every year after peaking out at 12.9% in 2011. The rate was 6.0% in 2017 and is expected to be 5.9%
in 2018 (forecast), showing continued decrease.

@ In Indonesia, the wage increase rate decreased every year after peaking out at 24.7% in 2013. The rate was 8.2% in 2017 and is expected to be
8.0% in 2018 (forecast), showing continued decrease.

® The wage increase rate is expected to decrease gradually in all countries in 2018 (forecast) .
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8. Wages (3) Base salary (monthly)

Manufacturing: Worker
_ Unit: US$
Australia (26) | 3,912
New Zealand (10) | 2,875
Hong Kong (19) | 1,992
South Korea (27) | 1,879
Singapore (41) | 1,630
Taiwan (38) | 1,112
China (400) | 470
Thailand (269) m 378
Malaysia (109) 356
Indonesia (196) W 314
India (102) W 257
Pakistan (17) m 248
Philippines (33) m 234
Vietnam (298) | 216
Cambodia (23) J§ 170
SriLanka (8) § 148
Myanmar (15) § 135
Laos (12) j 121
Bangladesh (21) § 101

Non-Manufacturing: Staff

Manufacturing: Engineer

_ Unit: US$
Australia (22) | 5,440
New Zealand (8) | 4,430
Singapore (38) | 2,971
Hong Kong (8) | 2,633
South Korea (27) | 2,294
Taiwan (30) | 1,409
Malaysia (96) | 784
China (342) | 738
Thailand (248) | 699
Pakistan (14) | 615
India (98) | 550
Indonesia (176) == 476
Vietnam (258) =7 424
Laos (10) [=' 374
Philippines (30) [=' 362
Cambodia (15) [+ 351
SriLanka (8) [~ 331
Myanmar (13) [~ 279
Bangladesh (14) [= 241

Non-Manufacturing: Manager

Unit: US$
Australia (99) | 4,023
New Zealand (34) | 3,130
South Korea (57) | 2,426
Singapore (201) | 2,422
Hong Kong (186) | 2,274
Taiwan (123) | 1,405
Malaysia (77) | 888
China (271) | 931
Thailand (219) | 737
India (138) | 623
Vietnam (209) | 528
Indonesia (151) | 464
Philippines (19) | 457
Pakistan (10) | 398
Myanmar (47) [@% 392
Cambodia (33) | 387
Laos (8) | 365
SriLanka (12) = 354
Bangladesh (16) =% 331

Australia (95) |
New Zealand (35) |
Singapore (171) |
Hong Kong (164) |
South Korea (58) |
Taiwan (113) |
Malaysia (73) |
China (249) |
India (132) |
Thailand (187) |
Pakistan (8) |
Vietnam (173) |
Philippines (18) |
Indonesia (130) |
Myanmar (39) |
Cambodia (26) |
Laos (6) |

Sri Lanka (10) |
Bangladesh (14) |

Unit: US$

7,280
5,461
4,269
4,090
3,959
2,444
1,048
1,917
1,674
1,674
1,314
1,261
1,213
1,169
1,027
1,005
906
847
792
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The numbers in parentheses indicate the numbers of

Manufacturing: Manager

] - Unit: US$
Australia (29) | 7,048
New Zealand (12) | 5,952
Singapore (48) | 4,454
Hong Kong (20) | 3,878
South Korea (30) | 3,453
Taiwan (36) | 2,322
Malaysia (107) | 1,540
Thailand (253) | 1,538
India (105) | 1,422
China (388) | 1,371
Pakistan (17) | 1,225
Indonesia (186) | 1,007
Philippines (29) | 982
Vietnam (269) | 928
Cambodia (22) | 829
Laos (10) | 825
Myanmar (14) | 772
Sri Lanka (8) [II 609
Bangladesh (20) JiI 562

Base salary: Salary excluding benefits, as of October 2017

Worker: Regular general workers with 3 years of work experience,
not including contract-based and probationary workers

Engineer: Regular employees who are core technicians, graduates of
a vocational college or university, and have 5 years of experience
Manager (Manufacturing): Regular employees who are section
managers in charge of sales, university graduates, and who have 10
years of work experience

Staff: Regular general workers with 3 years of work experience, not
including dispatched and probationary workers

Manager (Non-manufacturing): Regular employees who are section
managers in charge of sales, university graduates, and who have 10

years of work experience

Note: Except for Cambodia, base salaries were reported in local
currencies. (For Myanmar, salaries were reported selectively
either in the local currency or in U.S. dollars.) The average
wage for each job type in the local currency was converted to
the U.S. dollar, using the average exchange rate of October
2017 published by the central bank of each country/region or
by the State Administration of Foreign Exchange for China.
For Myanmar, where firms reported base salaries either in the
local currency or in U.S. dollars, base salaries reported in the
local currency were converted to U.S. dollars, and then the

average was calculated.
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8 . Wag e S (4) An n u aI S aI ary The numbers in parentheses indicate the numbers of fir

Manufacturing: Worker Manufacturing: Engineer Manufacturing: Manager
. Unit: US$ ) : Unit: US$ ) - Unit: US$
Australia (26) 54,697 Australia (22) | 75,432 Australia (29) | 100,262
New Zealand (10) | 35,625 New Zealand (8) | 56,064 New Zealand (12) | 80,111
South Korea (27) | 32,712 Singapore (35) | 46,373 Singapore (42) | 70,387
Hong Kong (16) T 29,595 South Korea (27) | 41,332 Hong Kong (16) | 58,396
Singapore (34) T 26,516 Hong Kong (6) | 40,245 South Korea (31) | 58,199
Taiwan (35) T 19,071 Taiwan (26) | 25,278 Taiwan (33) | 41,155
China (357) | 10,131 China (314) | 14,903 Thailand (220) | 26,304
Thailand (232) T 6,997 Thailand (216) | 12,599 China (352) | 25,093
Malaysia (75) | 5,900 Malaysia (65) | 12,179 Malaysia (75) | 24,174
Indonesia (179) | 5421 Pakistan (14) | 11,119 India (98) | 21,806
Pakistan (17) 4,379 India (94) | 8,453 Pakistan (17) | 21,743
Philippines (31) 4,102 Indonesia (163) | 8,066 Indonesia (172) | 16,899
India (97) | 3,982 Vietnam (232) | 7,315 Vietnam (239) | 15,418
Vietnam (260) | 3,673 Philippines (28) | 5,912 Philippines (27) | 14,148
Sri Lanka (7) @ 2,856 Sri Lanka (7) | 5,556 Cambodia (20) | 11,890
Cambodia (21) @ 2,631 Laos (10) | 5,352 Laos (10) | 11,035
Laos (12) @ 2,059 Cambodia (13) | 5,140 Myanmar (9) 10,449
Myanmar (11) | 1,889 Bangladesh (13) [=° 4,994 Bangladesh (19) ] 9,794
Bangladesh (19) | 1,885 Myanmar (10) [=' 4,232 Sri Lanka (7) : 9,441
Non-Manufacturing: Staff Non-Manufacturing: Manager Annual salary (annual amount of real obligation fees):
Total liability for an employee (the total of annual base
; Unit: US$ . Unit: US$ salary, benefits, social security, overtime allowances,
Australia (100) | 55,784 Australia (98) | 102,544 and bonuses, excluding severance benefits, as of
New Zealand (32) | 42,274 New Zealand (34) | 75,171 FY2017)
Singapore (175) 38,234 Singapore (153) | 68,989
South Korea (53) 1 38,165 South Korea (54) | 60,762 See the previous page for the definitions of worker,
Hong Kong (161) 1 33,252 Hong Kong (146) | 59,593 engineer, manager (manufacturing), staff, and manager
Taiwan (105) 24,360 Taiwan (100) | 41,711 (non-manufacturing) .
China (243) 17,674 China (227) | 35,339
Malaysia (58) | 13,709 Malaysia (54) 28,280 Note: Except for Cambodia, annual salaries were
Thailand (186) 1 11,880 India (126) 1 27351 repor_ted in local currencies. (_For Myanm_ar,
India (130) 1 9018 Thailand (163) 1 26,972 salaries were rep(_)rted selectively either in the
Vietnam (186) 1 8487 Pakistan (8) 1 20,489 local currency orin U.S._dollars.) The annual
Indonesia (132) 1 7952 Vietnam (152) 1 20,267 salary for each job type in th(_e local currency was
Philippines (19) 1 7’390 Indonesia (115) 1 20.072 converted to U.S. dollars, using the average
1 ! S 1 ' exchange rate of October 2017 published by the
Myanmar (41) ] 6,230 Phll_lpplnes (18) | 19,020 central bank of each country/region or by the
BangIaQesh (12) | 5,752 SriLanka (10) | 16,177 State Administration of Foreign Exchange for
Pakistan (10) f 5,607 Myanmar (34) | 14,721 China. For Myanmar, where firms reported annual
SriLanka (11) [ 5512 Cambodia (25) | 14,444 salaries either in the local currency or in U.S.
Cambodia (29) [ 5,276 Bangladesh (9) | 13,106 dollars, annual salaries reported in the local
Laos (7) J& 4,353 Laos (6) | 11,801 currency were converted to U.S. dollars to

calculate the average.
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8. Wages (5) Bonuses

Manufacturing: Worker

South Korea (25)
Pakistan (15)
Taiwan (40)
Thailand (271)
Singapore (39)
Malaysia (109)
Bangladesh (20)
China (407)
Indonesia (193)
Philippines (32)
Hong Kong (19)
Sri Lanka (8)
Vietnam (311)
Myanmar (14)
Laos (14)

India (91)
Cambodia (20)
Australia (19)
New Zealand (9)

Unit: months

NN k
[e¢]

Chrihraa
PoolP e

Non-Manufacturing: Staff J

Taiwan (118)
South Korea (54)
Thailand (217)
Philippines (20)
Bangladesh (15)
Malaysia (75)
Singapore (202)
China (271)
Indonesia (149)
Pakistan (9)
Hong Kong (189)
Vietnam (215)
India (135)

Sri Lanka (11)
Myanmar (45)
Cambodia (31)
Laos (6)
Australia (82)
New Zealand (31)

Unit: months
L 3.0
PSSR 2.5
PSSR 2.5
PSPPSR 2.3
N
IR 2.2
PSSR 2.1
PSPPSR, 1.9
PSR 1.9
S 1.6
P, 1.6
R 1.5
R 1.3
S 1.3
O 1.2
SN 1.0
SN 1.0
W07
wEE 0.7

4.5

Manufacturing: Engineer J Manufacturing: Manager J
_ Unit: months _ Unit: months
South Korea (25) [-% %% BB BB eaeeanss 45 Taiwan (36) JIRERIETRERRRRRTRERERRETRCRIRRETELEIINN 3.9
Pakistan (12) E%%%%%%RRR5R% %555 4.1 South Korea (28) FIFIELEERENERERERRRRRERLRLRLRLRLIID 3.7
Taiwan (30) [&% 5B BB BB R0 37 Pakistan (15) JIREEERERERERRETRERTRIRRELRIRIRINIEI 3.6
Thailand (248) [¢% %55 eeennsss 3.1 Thailand (251) FITIIRERERERIRIRIRIRIRIELELNI 3.1
Singapore (38) [T EEEEEEET 2.2 Singapore (48) JIIEIEIEERIRIEIEENIIE 2.3
Bangladesh (13) [==%%%%%st 2.0 Malaysia (103) JIFIEEEERERIRIEINNNNE 2.1
Malaysia (96) [+%%%%%n%t 2.0 China (388) [IIEIEENIERLELEILN 2.0
China (350) [=%%%%%%% 1.9 Indonesia (182) FIIIIIEILILINIENEIE 1.9
Indonesia (175) [+%%%%%%% 1.8 Bangladesh (19) [JILIEINIEIEIEINNEL 1.8
Philippines (29) [#%%%%%% 1.7 Philippines (28) [JIIILILIIIEIEIEENL 1.8
SriLanka (8) [+%%%%%% 1.6 Hong Kong (21) FINTEIRIRERIENRNEL 1.8
Vietnam (266) [=%%%%%7 1.5 SriLanka (8) [JILILILIEIEIEILL 1.6
Hong Kong (8) [+%%%%%1 1.5 Vietnam (274) [JIILILINEENLNEL 1.6
Myanmar (13) [+%%%% 1.2 New Zealand (11) JIFIEIEIEENNE 1.3
Laos (10) [=%%%% 1.1 Myanmar (13) JIFEIEIEINNE 1.3
India (86) [+%%%% 1.1 Laos (10) JIFIRIRIENNL 1.2
Cambodia (14) [==% 0.6 India (95) JIIIEIEENNE 1.1
New Zealand (8) [=% 0.4 Cambodia (19) [IIIIIT 0.8
Australia (15) [=% 0.4 Australia (22) JIIIII 0.6

Non-Manufacturing: Manager J

Taiwan (109)

South Korea (52)

Thailand (187) |+
Philippines (19)

Malaysia (71) |

Singapore (169) |

Pakistan (7) |

China (250) |

Indonesia (126) |

Bangladesh (13) |

Vietnam (165) |

Hong Kong (165) 5
India (130) [~

Myanmar (38)

Sri Lanka (10) [+

Australia (79)

New Zealand (29) [+

Cambodia (26)

Unit: months

Laos (6) :
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Japan External Trade Organization

Contact details for inquiries:

Japan External Trade Organization (JETRO)

Overseas Research Department / Asia and Oceania Division/
China and North Asia Division

1-12-32 Akasaka, Minato-ku, Tokyo 107-6006
TEL: 03-3582-5179 (Asia and Oceania Division)
03-3582-5181 (China and North Asia Division)
E-mail: ORF@)jetro.go.jp (Asia and Oceania Division)
ORG@jetro.go.jp (China and North Asia Division)

Responsibility for any decisions made based on or in relation to the information provided in this
material shall rest solely on the reader. Although JETRO strives to provide accurate
information, JETRO will not be responsible for any loss or damage incurred by readers through
the use of such information in any manner.
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