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Preface

This survey of “Business Conditions of Japanese Companies in Europe” researched and analyzed the
business situation (e.g., each company’s business outlook, future business development plans, and
managerial issues) of Japanese companies operating in Europe and Turkey. Replacing the survey of
“Japanese Manufacturing Affiliates in Europe and Turkey” that had been conducted continuously since
1983", starting with fiscal 2012 this survey has expanded the scope of industries surveyed to include
both manufacturing and non-manufacturing industries®.

We would like to express our great appreciation for the sincere responses received from each company
which, over the years, have enabled us to constantly improve both the survey itself and the report on
the results. We hope that this report helps the companies and other interested parties understand
business development in Europe and Turkey.

March 2014

Japan External Trade Organization (JETRO)
JETRO offices in Europe and Turkey
Overseas Research Department,

Europe, Russia and CIS Division

{Disclaimer of Liability)

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

! Central and Eastern Europe were added to the survey beginning in 1998, and Turkey was added beginning in
1999.
% In Turkey, only companies in manufacturing industries were surveyed.
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Overview of the Survey

1. Purpose of the Survey
This survey researches, collects data on, and analyzes the activities of Japanese companies
operating in Europe and Turkey to make clear the managerial issues and other matters directly
impacting their business performance, for the purpose of assisting the implementation of strategic
international business planning at Japanese enterprises and policy planning at related agencies. It
also is intended to help identify and provide efficient support to the facilities of Japanese
companies operating in Europe and Turkey.

2. Targets of the Survey
The survey subjects consisted of Japanese affiliates in 16 nations of Western Europe*, 10 nations
of Central and Eastern Europe**, and Turkey, for which the Japanese direct or indirect investment
ratio is 10% or more. (For Turkey, the survey targeted Manufacturers only.) This includes
companies established by Japanese affiliates operating in Europe or elsewhere (i.e., lower-tier
affiliates). Its subjects did not include representative offices, liaison offices, or companies set up
by Japanese persons locally.

* 16 nations of Western Europe: UK, Germany, France, Italy, Netherlands, Belgium, Spain,
Ireland, Finland, Switzerland, Portugal, Sweden, Austria, Denmark, Greece, Luxembourg

** 10 nations of Central and Eastern Europe: Czech Republic, Hungary, Poland, Romania,
Bulgaria, Slovenia, Serbia, Lithuania, Montenegro, Serbia

3. Method of Conducting the Survey
The survey was conducted by sending an e-mail containing an Internet link (URL) to the online
questionnaire form to the respondents and by asking them to reply directly online.

4. Period of the Survey
October 8 through November 12, 2013

5. Response Status
Of the 1,498 Japanese enterprises in Europe or Turkey to which we sent questionnaires, we
received responses from 1,000 companies (response rate of 66.8%).

6. Notes on the Survey Results
(1) Survey results were totaled using information sources that can be considered reliable
by the JETRO offices in Europe and Turkey. However, we do not guarantee the
accuracy and comprehensiveness of the information.
(2) Not all the respondents answered every question. The percentages for questions on
which multiple answers were acceptable do not necessarily add up to 100%.
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Survey Results

I. Future business outlook

1. Business outlook in the next one or two years

Asked about their business outlook in the next one or two years, from all industries in Europe and
Turkey 52.9% of respondents reported expecting “Expansion,” 42.8% “Remaining the same,” 3.5%
“Reduction,” and 0.7% “Transferring to a third country/region or withdrawal from your country.”
Similarly, in all region and industry categories roughly 40 - 50% of respondents reported outlooks of
“Remaining the same” or “Expansion,” respectively.

Fig. 1: Business outlook in the next one or two years (Unit: %)

All industries |

Manufacturing [

Europe/Turkey

Non-manufacturing

All industries [

Manufacturing {57

| Western Europe

Non-manufacturing [

- All industries
é ]
@-’ Manufacturing
_g. 1
5 [Non-manufacturing | e
O ! T T T 1
0% 20% 40% 60% 80% 100%
B Expansion
B Remaining the same
ElReduction
Transferring to a third country/region or withdrawal from your country

* Only manufacturing for Turkey.

A look at the responses by industry shows that for Europe and Turkey together the industry with the
greatest number of “Expansion” responses was ceramics and cement (85.7%), while for Western
Europe it was plastic products (88.9%) and for Central/Eastern Europe and Turkey it was trading
companies (64.3%).

Fig. 2: Industries with large numbers of respondents reporting future outlooks of
“Expansion” or “Remaining the same” in the next one or two years
Industries with high percentages of respondents answering “"Expansion”

[Europe/Turkey] (Units: cos., %) [Western Europe] (Units: cos., %) [Central/Eastern Europe, Turkey]  (Units: cos., %)
Industry Responses : Percentage Industry Responses | Percentage Industry Responses | Percentage

1 |Ceramics and cement 6] 85.7| | 1 |Plastics products 8 88.9 1 |Trading company 9 643
Motor vehicle and

2 |Clothing and textile products 4 80.0| | 2 |Ceramics and cement 6 85.7 2 |motorcycle parts and 22f 611
accessories

3 |Securities 8] 72.7| | 3 |Rubber products 4 80.0 3 |Rubber products 5/ 55.6
Electric

4 |Distribution 5 71.4( | 4 |Securities 8 727 4 |machinery/electronic 4 50.0
hardware

5 |Trading company 55 68.8| | 5 |Distribution 5 714 5 |Sales company 4 400

(Note) “Sales companies™ refer to manufacturers and other firms that only perform sales, but do not carry out local production.
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Industries with high percentages of respondents answering “Remaining the same"

[Europe/Turkey] (Units: cos., %) [Western Europe] (Units: cos., %) [Central/Eastern Europe, Turkey]  (Units: cos., %)
Industry Responses | Percentage Industry Responses | Percentage Industry Responses | Percentage
Motor vehicle and
1 |Motor vehicles and motorcycles 15 714| | 1 |motorcycle parts and 13 76.5 1 [Transport/warehousing 6 750
accessories
2 |Hoteltravel/dining out 110 688| | 2 |Hoteltraveldining out 10, 67| |2 |Fectricmachineryand 6! 667
electronic equipment
Electric
3 |OthersManufacturing 12 60.0[ | 3 |OthersManufacturing 12 63.2 3 |machinery/electronic 41 500
hardware
4 |Transport/warehousing 2 5614 ’;‘;’:jf:;:“s metals and 3 600 |3 [sates company 5/ 500
Motor vehicle and Motor vehicle and
5 |Nonferrous metals and products 3 50.0 | | 5 |motorcycle parts and 25 55.6 5 [motorcycle parts and 14% 389
accessories accessories
5 Iron and steel (including cast and forged 8 500
products)
5 |Electric machinery and electronic equipment 20 50.0
5 |Precision equipment 8 50.0

The percentage of Japanese-affiliated manufacturers in Europe reporting future outlooks of
“Expansion” in the next one or two years came to 49.9%, representing a 2.6 point increase from the
47.3% in 2012. However, this has not yet returned to the levels from prior to the outbreak of the global
financial crisis precipitated by the collapse of Lehman Brothers and the European debt crisis (this was
52.7% in 2007).

Fig. 3: [Manufacturing industry] Business outlook in the next one or two years (Unit: %)

\
2007
2008
2009
2010
2011
2012
2013
1 1
0% 20% 40% 60% 80% 100%

B Expansion

@ Remaining the same

EReduction

Transferring to a third country/region or withdrawal from your country
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When Japanese affiliates who responded that they expected business “Expansion” over the next one or
two years were asked about specific details, in all industry categories the highest percentage of
companies reported an expansion in “Sales functions.” In manufacturing industries, the highest
percentage, at over 50%, answered an expansion in “Production functions (high value-added
products).”

Fig. 4: [Europe/Turkey] Specific functions being expanded (multiple answers)  (unit: 04)
Sales functions

75.0
Production (high value-
added products)

Production
(commodities)

R&D
Logistical functions

Function of regional
headquarters

Function for service
administration*®

All industries
W Manufagturing
B Non-manufacturing

Other
11.8

T
0% 10% 20% 30% 40% 50% 60% 70% 80%

* Shared services, call centers, etc.
[Note] Only manufacturing for Turkey.

When asked about the reasons for business expansion in the next one or two years, across all industry
categories an overwhelmingly high percentage of anywhere from just under 80% to just under 90% of
respondents answered “Sales increase.” The second most commonly cited reason in all industries was
“High growth potential.” In manufacturing industries the third highest percentage of respondents
reported “High receptivity for high value-added products,” which drew attention.

Fig. 5: [Europe/Turkey] Reasons for business expansion in one or two years
(multiple answers)

"All industries" (Units: cos., %) "Manufacturing” (Units: cos., %) "Non-manufacturing" (Units: cos., %)
Responses| Percentage Responses| Percentage Responses| Percentage
1 [Sales increase 430 83.2 1 |Sales increase 208 88.5 1 |Sales increase 222 78.7
2 [High growth potential 193 37.3 2 |High growth potential 84 35.7 2 |High growth potential 109 38.7
High receptivity for High receptivity for - .
3 |high value-added 129 250 |3 |high value-added 79| 336 |3 |Reviewing production 62| 220
and sales networks
products products
Reviewing production Reviewing production Relationship with
4 1 20. 4 4 19. 41 19.
and sales networks 08 09 and sales networks 6 96 clients %6 99
T L High receptivity for
| Relationship with g7 188 |5 |ReRUONShipwith 4| 174 |5 |high value-added s0| 177
clients clients
products
* Excluding Turkey.
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In addition, when Japanese affiliates reporting business outlooks of “Reduction” or “Transferring to a
third country/region or withdrawal from your country” in one or two years were asked the reasons why,
the answer “Sales decrease” was given by more than 60% of the respondents in all industries. Also, in
all industries 46.3% continued to give the answer “Low growth potential.”

Fig. 6: [Europe/Turkey] Reasons for business reduction or transferring to a third country/region
or withdrawal in one or two years (multiple answers)

"All industries" (Units: cos., %)  "Manufacturing” (Units: cos., %)  "Non-manufacturing™ (Units: cos., %)
Responses| Percentage Responses| Percentage Responses| Percentage
1 |Sales decrease 26 63.4 1 [Sales decrease 14  70.0| | 1 |Sales decrease 12 571
2 |Low growth potential 19 46.3| |2 |Low growth potential 10 50.0| | 2 |Low growth potential 9| 429
Increase of costs (e.g., Increase of costs (e.g.,
3 [procurement costs, labor 12 29.3 3 |procurement costs, labor 7 35.0[ | 3 |Relationship with clients 6 28.6
costs) Ccosts)
Reviewing production Increase of costs (€.,
4 7 17.1 4 [procurement costs, labor 5 23.8
and sales networks
COsts)
5 |Relationship with clients 6] 146 * Excluding Turkey.
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2. Promising future sales destinations
The most commonly cited future sales destination was Russia (given by 334 companies). Next came

Turkey (319), Germany (177), Poland (161), South Africa (101), France (93), ASEAN countries (83),
China (77), the Czech Republic (76), and the UK (75). Whereas South Africa was in tenth place (66)

in the fiscal 2012 survey, it came in fifth place in this fiscal year.

Fig. 7: [Europe/Turkey, all industries] Promising future sales destinations (multiple answeres)

134 (Unit: cos.)
350 > 319
[ _ @ Central/Eastern
300 3‘ Europe, Turkey
& @ Western Europe
250 70—
200
150 g
101
100 —
50 97

Russia
Turkey
Germany '
Poland
S. Afiica

France
ASEAN
countries |

Czech Rep.

A look at responses by industry shows that Russia was most commonly cited (given by 168
companies) by respondents in manufacturing industries, as it was in the fiscal 2012 survey. At the
same time Germany, which had been fourth place in the fiscal 2012 survey rose once again to third
place (90), while Turkey remained in second place (146). For non-manufacturing industries Turkey
came in first place (173) and Russia came in second place (166).

Fig. 8: [Europe/Turkey] Promising future sales destinations (multiple answeres)
(Unit: cos.)

334
350 - 319
T . BNon-manufacturing

300 OManufacturing
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~1
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Russia
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Poland
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ASEAN =
countries
China [&Y
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* Only manufacturing for Turkey.
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When respondents were asked the reasons why they considered the regions to which the top five
countries belonged to be promising future sales destinations, in every case the highest percentage
answered “Because it is a country where growth in demand is expected.” While expectations of
growth in demand stood out for Russia/CIS, the Middle East, Central/Eastern Europe, and Africa,
when respondents were asked their reasons for choosing Western European countries, a high
percentage answered, “Because existing clients have bases in the country/region” and “Because of the
good receptivity of high value-added products/services.”

Fig. 9: [Europe/Turkey, all industries] Reasons for choosing future sales destinations
(multiple answers)

Reasons for choosing countries in Russia/CIS (Units: cos., %)
Responses ; Percentage

1 [Itis a country where sales growth is expected. 304 84.4
2 |Existing clients have bases in the country/region. 79 21.9
3 |New clients have been found in the country/region. 65 18.1
Reasons for choosing countries in Middle East (Units: cos., %)
Responses i Percentage

1 [Itis a country where sales growth is expected. 320 84.2
2 |Existing clients have bases in the country/region. 95 25.0
3 |Good receptivity of high value-added products/services. 62 16.3
Reasons for choosing countries in Western Europe (Units: cos., %)
Responses ; Percentage

1 [Itis a country where sales growth is expected. 174 46.9
2 |Existing clients have bases in the country/region. 131 35.3
3 |Good receptivity of high value-added products/services. 122 32.9
Reasons for choosing countries in Central/Eastern Europe (Units: cos., %)
Responses ; Percentage

1 |Itis a country where sales growth is expected. 216 73.2
2 |Existing clients have bases in the country/region. 80 27.1
3 |New clients have been found in the country/region. 68 23.1
Reasons for choosing countries in Africa (Units: cos., %)
Responses ; Percentage

1 |Itis a country where sales growth is expected. 174 813
2 |Existing clients have bases in the country/region. 53 24.8
3 |New clients have been found in the country/region. 46 21.5
Reasons for choosing other countries (Units: cos., %)
Responses ; Percentage

1 |Itis a country where sales growth is expected. 184 77.6
2 |Existing clients have bases in the country/region. 72 30.4
3 |Good receptivity of high value-added products/services. 47 19.8

8 2014.3 Copyright (C) 2014 JETRO. All rights reserved.
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3. Changes in the number of employees

When asked about changes in the number of employees in Europe and Turkey, across all regions and
industries the highest percentage of respondents reported “No change” both for changes this year
compared to last year and for future plans. For non-manufacturing industries in particular those
responding “Decrease” for their future plans was low at 7.6%.

Flg. 10: [Europe/Turkey] Changes in the number of employees this year compared to last year and for future plans
(Unit: %)

Changes in the past year

All industries

Future plans |

Changes in the past year 750

Manufacturing

Future plans

Changes in the past year

Future plans

Non-manufacturing

T 1 T T
0% 20% 40% 60% 80% 100%

A Increase Remain the same @ Decrease

* Only manufacturing for Turkey.
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Similarly, when asked about changes in numbers of Japanese expatriates, a markedly high percentage
—around 70% - reported “No change” both for changes this year compared to last year and for future
plans across all industries. What is more, across all industries the percentage answering “Increase” for
their future plans fell below 10%, while conversely those answering “Decrease” came in at just under
20%.

Flg. 11: [Europe/Turkey] Changes in the number of Japanese expatriates this year compared to last year and for future plans
(Unit: %)

Changes in the past year

Future plans

Changes in the past year

Future plans

Changes in the past year

Future plans :_fi'_

Non-manufacturing | Manutacturing || All industries

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

EIncrease Remain the same B Decrease

* Only manufacturing for Turkey.
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I1. Business forecasts

1. Sales forecasts for 2013
A look at sales forecasts for 2013 across all industries in Europe and Turkey shows the number of

respondents forecasting increases stands out. For the manufacturing industries in Central and Eastern
Europe and Turkey in particular, 74.7% were forecasting an increase, which came to more than 30%
higher than the results from the fiscal 2012 survey (40.6%).

Fig. 12: Sales forecasts for 2013 (Unit: %)
B Allindustries |53
=
3
I~ .
2 Manufacturing [0
g
:ﬁ o
Non-mamufacturing [
o Allindustries =i
2
g
E Manufacturing [
B
i
B Non-manufacturing i
Allindustries [0 0D
5%
2
= Manufacturing |5 ii i
=
5 &
T T T T 1
0% 20% 40% 60% 80% 100%
B Increase Decrease

* Only manufacturing for Turkey.

When asked about the reasons for these forecasts, for all industries the most common reason given for
forecasting a sales increase was “Increase of demand in your country market,” followed by
“Improvement of sales system” and “Improvement of quality of your products or service.” Across all
industry categories the most commonly given reason for forecasting a sales decrease was “Decrease of
demand in your country market.” A comparison of the manufacturing and non-manufacturing
industries reveals the difference in that whereas “Rise of a competitor(s) in your country” (27.2%) was
the second most commonly given response for the manufacturing industries, for non-manufacturing
industries this was “Fall of price of your products or service” (21.3%).

11 2014.3 Copyright (C) 2014 JETRO. All rights reserved.
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Fig. 13: [Europe/Turkey] Reasons for forecasting sales increase/decrease
Reasons for a sale increase

Reasons for a sales decrease

"All industries" (Units: cos., %) "Manufacturing" (Units: cos., %) "Non-manufacturing"” (Units: cos., %)
Responses |Percentage Responses |Percentage Responses| Percentage
Increase of demand in 20a| 484 Increase of demand in 12| 480 1 Increase of demand in 152 289
your country market your country market your country market
Improvement of sales 64| 435 Improvement of sales 18| 39.9 2 Improvement of sales 146! 46,9
system system system
Improvement of quality Improvement of quality Improvement of quality
of your products or 198 32.6 of your products or 103 34.8 3 |of your products or 95| 305
service service service
Increase of demand Increase of demand Increase of demand
outside your country 175 28.8 outside your country 101 341 4 |outside your country 741 238
market market market
Raise of price of your 55 91 Raise of price of. your 23 78 5 Raise of price of. your 32| 103
products or service products or service products or service
* Excluding Turkey.

12 2014.3
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"All industries" (Units: cos., %) "Manufacturing" (Units: cos., %) "Non-manufacturing" (Units: cos., %)
Responses |Percentage Responses |Percentage Responses| Percentage
!Z)ecrease of demand 2l 772 Decrease of demand in 106l 721 1 Decrease of demand in 1271 819
in your country market your country market your country market
Fall of price of y.our 70l 232 Blse of a competitor(s) w0 272 2 Fall of price of ypur 3| 213
products or service in your country products or service
. . . Decrease of demand
Rise of Fall of f .
Rise of a COMPetitor(s)| - ¢o 5y 5 aft of price of your 37| 252 3 |outside your country 31| 200
in your country products or service
market
Decrease of demand Decrease of demand Rise of a competitor(s)
outside your country 63| 20.9 outside your country 32 218 4. P 25| 16.1
in your country
market market
Deterioration of sales 2% 8.6 Deterioration of sales 13 88 5 Deterioration of sales 13 8.4
system system system
* Excluding Turkey.
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2. Operating profit forecasts for 2013

Across all industries in Europe and Turkey, 67.5% of respondents reported operating profit forecasts
for 2013 (from January to December) of “Profit,” 15.9% forecasted they would “Breakeven,” and
16.6% forecasted a “Loss.” With regard to Central and Eastern Europe and Turkey, a discrepancy was
seen between the 70.6% of manufacturing industries forecasting a profit versus the 56.1% from

non-manufacturing industries.

Fig. 14: Operating profit forecasts for 2013

(Unit: %)

All industries

Manufacturing

Europe/Turkey

Non-manufacturing

All industries

Manufacturing

Western

Non-manufacturing [

All industries

Manufacturing

Non-manufacturing
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20%

0%

60% 80% 100%

@ Profit
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BlLoss

* Manufacturing only for Turkey.

A look at changes over the past six years’ surveys for manufacturing industries shows that while the
percentage forecasting losses had been decreasing after peaking in 2009, in 2012 it increased again
before once more decreasing in 2013. Signs of recovery can be seen in the fact that compared to 2012,
for 2013 the number of respondents forecasting profits rose by 7.1 points while those forecasting

losses fell by 5.3 points.

(Unit: %)
80

Fig. 15: [Europe/Turkey, manufacutring industries] Changes in operating profits

20 67.6
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When respondents were asked how their operating profits for 2013 would change compared to the
previous year (2012), across all industries in Europe and Turkey 41.8% answered “Increase,” 34.9%
answered “Remain the same,” and 23.3% answered “Decrease.” A comparison by region shows that in
Central and Eastern Europe and Turkey the number of manufacturing industry respondents forecasting
an “Increase” stands out.

A comparison with the operating profit forecasts from the fiscal 2012 survey for manufacturing
industries shows an increase in the number of responses forecasting an “Increase.” Substantial
improvements were seen in Central and Eastern Europe and Turkey, where it rose by 33.9 points (from
29.6% to 63.5%), versus an increase of 12.4 points (from 28.9% to 41.3%) in Western Europe.

Fig. 16: Expected operating profits in 2013 compared to the previous year's (2012) performance
(Unit: %)

All industries

Manufacturing

Europe/Turkey

Non-manufacturing |

All industries

Manufacturing

Western
Europe

Non-manufacturing

All industries
= =
S 2 1
% 5| Manufacturing
8 =
=4 ]
£ ENon-manufacturing

0% 20% 40% 60% 80% 100%
BlImprovement ERemain the same EDecrease

*Manufacturing only for Turkey.

When viewed by industry type for Europe and Turkey, more than 60% forecasted an “Increase” in the
hotel/travel/dining out, clothing and textile products, and paper and pulp industries. Conversely,
transport/warehousing was the industry with the respondents forecasting a “Decrease” at 39.0%, which
was the highest percentage.

Fig. 17: [Europe/Turkey] Industries with high percentages of companies forecasting an “Increase”
or “Decrease” in operating profit forecasts for 2013 compared to the previous year (2012)

Industries with high percentages of respondents forecasting Industries with high percentages of respondents forecasting a
an "Increase" "Decrease"
(Units: cos., %) (Units: cos., %)
Responses| Percentage Responses; Percentage
1 [Hotel/travel/dining out 11 68.8 1 [Transport/warehousing 23 39.0
2 |Clothing and textile products 3 60.0 2 |Precision equipment 6 375
2 |Paperand pulp 3 60.0 3 |Plastic products 4 33.3
4 |Ceramics and cement 4 57.1 3 [Construction/plant 4 333
5 |Motor vehicle and motorcycle parts 44 543 5 |othersManufacturing 6 300
and accessories
* Manufacturing only for Turkey. * Manufacturing only for Turkey.
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A look at the reasons for expecting an “Increase” in operating profit forecasts for 2013 across all
industries in Europe and Turkey shows that at 59.1% the highest percentage chose the answer “Sales
increase in your country.” What is more, nearly 30% chose the answer “Sales increase due to
expansion of exports.” Among reasons for expecting a “Decrease,” the number one reason chosen was
a “Sales decrease in your country” (60.1%). “Sales increase/decrease in your country” is the largest
reason given for both “Increase” and “Decrease”.

Fig. 18: [Europe/Turkey, all industries] Reasons for expecting an “Increase” or “Decrease”
in operating profit forecasts for 2013 compared to the previous year (2012)
(multiple answers)

Reasons for forecasting an “Increase” (Units: cos., %) Reasons for forecasting a “Decrease” (Units: cos., %)
Responses; Percentage Responses; Percentage

1 [Sales increase in your country 241 59.1 1|Sales decrease in your country 137 60.1

2 Sales increase due to expansion of 124 304 2 Sales decrease due to slowdown of 59 259
exports exports

3 |Decrease in personnel costs 101 24.8 3 Costs |n_suff|C|entIy passed along in 47 20.6

sales prices

Reduction of other expenditures (e.g.,

4 |management, administrative and 98 24.0 4 |Other 45 19.7
energy costs)

5 |Exchange rate fluctuations 9 23.0 5 [Rise in personnel costs 39 17.1
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3. Operating profit forecasts for 2014 compared to 2013

When respondents were asked how their operating profits for 2014 would change compared to 2013,
across all industries in Europe and Turkey 51.8% answered “Increase” (up 12.9 points from last year),
41.5% answered “Remain the same” (down 2.9 points from last year), and 6.7% answered “Decrease”
(down 10.0 points from last year).

Fig. 19: Operating profit forecasts for 2014 compared to 2013 )
(Unit: %)

Y
= All industries [REidiaiii i R
=
K] . —
o Manufacturing [i7:
=
= Non-manufacturing |7
Allindustries [rziiim i i in Sl
sz
s y
%5 = Manufacturing [
=z I
INon-manufacturing
Eg
22| e T
s =2 anufacturing |5
o
= g Non-manufacturing [0 i s SO i e
SRS T 1
0% 20% 40% 60% 80% 100%
AImprovement @ Remain the same B Decrease

* Manufacturing only for Turkey.

A look at results by industry in Europe and Turkey shows that 75.0% of respondents in the plastic
products industry expect an “Increase,” as do 65.0% of those in the electric machinery and electronic
equipment industry. On the other hand, there were some industries such as medical devices and foods,
processed agricultural or marine products in which high percentages of respondents forecast a
“Decrease,” although such responses came to no more than 30% in each case.

Fig. 20: [Europe/Turkey] Industries with high percentages of companies forecasting an “Increase” or “Decrease”
in operating profit forecasts for 2014 compared to 2013 (multiple answers)

Industries with high percentages of respondents Industries with high percentages of respondents
forecasting an "Increase" forecasting a ""Decrease"
(Units: cos., %) (Units: cos., %)
Responses {Percentage ResponsesPercentage
1 |Plastic products 9 75.0( | 1 |Medical devices 2 25.0
2 Elec_trlc machinery and electronic %6 650l | 2 Foo_ds, processed agricultural or 5 238
equipment marine products
3 [Rubber products 9 64.3| | 3 |Paperand pulp 1 20.0
4 |Trading company 51 63.8| | 4 |Ceramics and cement 1 143
5 |Medical devices 5 625l | 5 Iron and steel (including cast and 5 125
forged products)
* Manufacturing only for Turkey. 5 |Precision equipment 2 125

* Manufacturing only for Turkey.

A look at the results by country shows that Sweden had the highest percentage of respondents
expecting an “Increase” in operating profit forecasts for 2014, at 71.4%. The next highest percentages
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were in the Czech Republic, Portugal, Ireland, and Austria. As for the percentage of respondents
forecasting a “Decrease,” just like with for “Increase” Sweden was the first place country, though the
percentage of such respondents was low at 21.4%. This was followed by France (second place) and
Poland (third place).

Fig. 21: [Europe/Turkey, all industries] Countries with high percentages of companies forecasting an “Increase”
or “Decrease” in operating profit forecasts for 2014 compared to 2013

Countries with high percentages of Countries with high percentages of

respondents forecasting an "Increase" respondents forecasting a "Decrease"
(Units: cos., %) (Units: cos., %)
Responses| Percentage Responses| Percentage
1 [Sweden 10 714 1 |Sweden 3 214
2 |Czech Rep. 27 711 2 |(France 13 17.3
3 [Portugal 11 68.8 3 |[Poland 3 111
4 |lreland 13 61.9 4 |lreland 2 95
5 |Austria 8 61.5 5 |ltaly 5 8.2

A look at reasons for expecting an “Increase” in operating profit forecasts for 2014 compared to 2013
across all industries in Europe and Turkey shows that the highest percentage chose the answer “Sales
increase in your country.” Among reasons for expecting a “Decrease,” the highest percentage chose
the answer “Sales decrease in your country.”

Fig. 22: [Europe/Turkey, all industries] Reasons for expecting an “Increase” or “Decrease”
in operating profit forecasts for 2014 compared to 2013 (multiple answers)

Reasons for forecasting “Increase” (Units: cos., %) Reasons for forecasting “Decrease” (Units: cos., %)
Responses | Percentage Responses {Percentage
1 |[Sales increase in your country 347 68.3 1 |Sales decrease in your country 39 60.0
2 Sales increase due to expansion of 172 339 2 Sales decrease due to slowdown of 18 277
exports exports
3 [Improvement of sales efficiency 135 26.6 3 |Other 12 185
Reduction of other expenditures (e.g.,
4 Imanagement, administrative and 105 20.7 4 |Rise in personnel costs 11 16.9
energy costs)
5 |Decrease in procurement costs 90 17.7 Costs |n.sufﬁCIentIy passed along in 11 16.9
sales prices
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I11. Challenges in management

1. Challenges in management

The greatest challenge was “Economic slowdown, market contraction” at 45.7%. Compared to the
survey from fiscal 2012, the response “High labor costs” rose 6.5 points from 33.4% to 39.9%, while
the response “Difficulty in securing good workers” rose 7.9 points from 29.9% to 37.8% as challenges
related to human resources begin to surface.

Fig. 23: [Europe/Turkey, all industries] Challenges in management (multiple answers)

"All industries"

(Units: cos., %)

Responses| Percentage

1 |Economic slowdown, market contraction 430 45.7
2 |High labor costs 375 39.9
3 |Difficulty in securing good workers 356 37.8
4 |Exchange rate fluctuations 345 36.7
4 |Lower prices offered by competitors 345 36.7
6 |Transfer pricing taxation 309 32.8
7 |Entry of new competitors 307 32.6
8 |Stringent dismissal laws 299 31.8
9 |Heavy social security burdens 259 21.5
9 |Visa/work permits 251 26.7

A look at the results by industry shows that in manufacturing industries the highest percentage cited
“Economic slowdown, market contraction” (48.3%), followed by “Exchange rate fluctuations”
(44.3%), and “Lower prices offered by competitors” (43.4%). On the other hand, in
non-manufacturing industries the highest percentage cited “Economic slowdown, market contraction”
(43.3%), followed by “Difficulty in securing good workers” (41.1%), and “High labor costs” (37.6%).

Fig. 24: [Europe/Turkey, all industries] Challenges in management (multiple answers)

"Manufacturing” "Non-manufacturing”
(Units: cos., %) (Units: cos., %)
Responses| Percentage Responses| Percentage
1 |Economic slowdown, market contraction 217 48.3 1 Economic slowdown, market 213 43.3
contraction
2 |Exchange rate fluctuations 199 44.3 2 |Difficulty in securing good workers 202 41.1
3 |Lower prices offered by competitors 195 43.4 3 |High labor costs 185 37.6
4 |High labor costs 190 42.3 4 |Entry of new competitors 163 331
5 |Transfer pricing taxation 159 35.4 5 |Stringent dismissal laws 161 32.7
6 |Difficulty in securing good workers 154 34.3 6 |Transfer pricing taxation 150 30.5
7 |Entry of new competitors 144 321 7 |Lower prices offered by competitors 150 30.5
8 |Stringent dismissal laws 138 30.7 8 |Bxchange rate fluctuations 146 29.7
9 |Heavy social security burdens 137 30.5 9 |Visa/work permits 138 28.0
10 |Procurement costs 129 28.7 10 Eu ropean political and social 130 26.4
conditions

* Excluding Turkey.
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A look at the results by region shows that in Western Europe the highest percentage among all
industries cited “Economic slowdown, market contraction” (44.9%). A look at issues cited in
manufacturing industries in the countries with the three highest numbers of respondent firms shows
that the most commonly cited answer in the UK was “Exchange rate fluctuations” (48.7%), while
“High labor costs” were cited most often in Germany and France (51.0% and 75.0%, respectively). In
non-manufacturing industries, the most common answer in both the UK and Germany was “Difficulty
in securing good workers” (50.3% and 43.1%, respectively), while “Heavy social security burdens”
was the most cited answer in France (55.6%).

Fig. 25: [Western Europe] Challenges in management

Allindustries in Western Europe (Units: cos., %)
Responses| Percentage
1 |Economic slowdown, market contraction 370, 449
2 |High labor costs 366/ 44.4
3 |Difficulty in securing good workers 305 37.0
4 |Lower prices offered by competitors 293 35.6
5 |Exchange rate fluctuations 288, 35.0
6 |[Transfer pricing taxation 280; 34.0
7 |Stringent dismissal laws 273} 331
8 |Entry of new competitors 266f 32.3
9 |Heavy social security burdens 228, 27.7
10 |Quality of workforce 209, 254
11 |Visa/work permits 205 249
12 |European political and social conditions 202} 245
13 |Procurement costs 153; 18.6
14 |REACH 148, 180
15 |Deliveries 137} 16.6
16 |High labor cost growth rate 130} 15.8
16 |Collection of receivables 130} 15.8
16 |Better quality of products offered by competitors 130; 158
19 |Procedures for VAT refunds are complex and/or lack transparency 120 14.6
20 |Change in taxrate 103} 125
Manufacturing industries in Western Europe (Units: cos., %) Non-manufacturing industries in Western Europe (Units: cos., %)
Responses| Percentage Responses§ Percentage
1|High labor costs 183 49.6 1|Difficulty in securing good workers 189; 415
1|Economic slowdown, market contraction 183 49.6 2|Economic slowdown, market contraction 187 41.1
3| Lower prices offered by competitors 157, 425 3|High labor costs 183 40.2
4|Exchange rate fluctuations 155) 42.0 4|Stringent dismissal laws 149;  32.7
5| Transfer pricing taxation 135, 36.6 5| Transfer pricing taxation 145; 319
6|Stringent dismissal laws 124 336 6|Entry of new competitors 144; 316
7|Entry of new competitors 122} 331 7|Lower prices offered by competitors 136:  29.9
8|Difficulty in securing good workers 116; 314 8|Exchange rate fluctuations 133  29.2
9|Heavy social security burdens 114, 309 9| Visa/work permits 124; 27.3
10|Procurement costs 106; 28.7 10|European political and social conditions 117¢ 257
11{Quality of workforce 93] 25.2 11{Quality of workforce 116; 255
12|European political and social conditions 85, 23.0 12[Heavy social security burdens 114; 251
13(Deliveries 83 225 13 [Procedures for VAT refunds are complex andlor lacktransparency 75; 165
13|REACH 83 225 14|Change in taxrate 74;  16.3
15|Visa/work permits 81 220 15|Collection of receivables 73;  16.0
16|High labor cost growth rate 70 19.0 16|Better quality of products offered by competitors 65; 14.3
17|Better quality of products offered by competitors 65 17.6 16|REACH 65 14.3
18|Collection of receivables 57 154 18|High labor cost growth rate 60; 13.2
19|Quality 52/ 141 19|Frequent legislation revisions 54; 119
20|Union activities/strike 49, 133 19| Deliveries 54; 119
20|Shortage of domestic procurement sources 49; 133
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Fig. 26: Challenges in management in leading Western European countries

"Manufacturing”
UK (%) Germany (%) France (%)
1 |Exchange rate fluctuations 48.7 1 |High labor costs 51.0( 1 [High labor costs 75.0
2 Econom!c slowdown, market 45.1| 2 |Transfer pricing taxation 49.0 2 |Heavy social security burdens 61.4
contraction
. Economic slowdown, market N -
3 |High labor costs 381 3 . 459 | 3 |Stringent dismissal laws 59.1
contraction
4 |Lower prices offered by competitors 36.3| 4 |[Lower prices offered by competitors 449 4 [Lower prices offered by competitors 545
5 |Difficulty in securing good workers 345| 5 |Exchange rate fluctuations 398( 5 Econom!c slowdown, market 523
contraction
6 | Transfer pricing taxation 336| 6 [Difficulty in securing good workers 34.7| 6 |Quality of workforce 36.4
7 |Visalwork permits 32.7| 7 |Stringent dismissal laws 30.6| 7 |Entry of new competitors 36.4
8 |Procurement costs 30.1| 8 |Entry of new competitors 286 8 |Visa/work permits 318
8 |Entry of new competitors 30.1| 9 [High labor cost growth rate 26.5| 8 |Transfer pricing taxation 318
10 |Heavy social security burdens 230| 9 [Procurement costs 26.5| 8 |Difficulty in securing good workers 318
10 |Deliveries 230 11 Btter qualny of products offered by 245| 8 |Exchange rate fluctuations 318
competitors
10 |REACH 230 11 [REACH 24.5| 8 |Procurement costs 318
13 |stringent dismissal laws 212 13 [Quality of workforce 235| g |European political and social 318
conditions
13 |Quality of workforce 21.2 | 14 [Deliveries 22.4| 14 |Union activities/strike 295
13 Europfean political and social 212 14 EuroFfean political and social 24| 15 [ReacH 250
conditions conditions
16 |High labor cost growth rate 17.7| 16 [Heavy social security burdens 17.3| 16 |Deliveries 205
17 |Frequent legislation revisions 15.9| 17 [Quality 15.3 | 17 |Frequent legislation revisions 182
18 Procedures for VAT refunds are 13.3 | 18 |Collection of receivables 14.3 | 18 [Change in taxrate 15.9
complex and/or lack transparency
19 | Quality 124 | 19 |Procedures for VAT refunds are 133 | 19 |Collection of receivables 136
complex and/or lack transparency
19 | Shortage of domestic procurement 124 19 [RoHs 133 | 20 |customs clearance issues 114
sources
20 Complicated administrative procedures 114
and/or lack of transparency
20 |Quality 114
20 Better quality of products offered by 114

competitors
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*Non-manufacturing"

In Central and Eastern Europe and Turkey, the most commonly cited answer was “Economic
slowdown, market contraction” (51.3%). A look at issues cited in manufacturing industries in the
countries with the three highest numbers of respondent firms shows that the most commonly cited
answer in the Czech Republic was “Visa/work permits” and “Difficulty in securing good workers”
(both at 66.7%), while “Exchange rate fluctuations” was cited most often in Hungary and Poland
(62.5% and 60.0%, respectively). In non-manufacturing industries, the most common answer in the
Czech Republic was “Visa/work permits” (100.0%), while “Entry of new competitors” was cited most
often in Hungary (60.0%) and “Economic slowdown, market contraction” was the most cited answer

in Poland (81.8%).

21 2014.3

UK (%) Germany (%) France (%)
1 |Difficulty in securing good workers 50.3| 1 |Difficulty in securing good workers 431 1 [Heavy social security burdens 55.6
2 |Visa/work permits 392| 2 Ewnom!cslowdown‘ market 422| 2 Econom!c slowdown, market 519
contraction contraction
3 |Exchange rate fluctuations 34.6| 3 |High labor costs 41.2| 3 [Stringent dismissal laws 48.1
4 |Transfer pricing taxation 333| 4 |Transfer pricing taxation 39.2| 4 |Difficulty in securing good workers 4.4
5 Econom!c slowdown, market 314 | 5 |Entry of new competitors 382 5 |Visa/work permits 40.7
contraction
6 |High labor costs 29.4 | 6 |Stringent dismissal laws 34.3| 5 |High labor costs 40.7
7 |Entry of new competitors 288 6 |Lower prices offered by competitors 343 7 [Quality of workforce 333
8 |Stringent dismissal laws 235| 8 |Exchange rate fluctuations 33.3| 8 [Lower prices offered by competitors 296
9 |Quality of workforce 229| 9 |[Quality of workforce 265 9 [Transfer pricing taxation 259
10 Europgan political and social 106] 10 Procedures for VAT refunds are %5| 9 Europgan political and social 259
conditions complex and/or lack transparency conditions
11 |Change in tax rate 183 11 |REACH 235 11 |Frequent legislation revisions 222
12 |Lower prices offered by competitors 17.6 | 12 [Heavy social security burdens 19.6 | 11 |Change in tax rate 222
13 |High labor cost growth rate 150 | 12 [Collection of receivables 19,6 | 11 |Procedures for VAT refunds are 22
complex and/or lack transparency
14 |Frequent legislation revisions 13712 Btter c!uallty of products offered by 19.6 | 11 |Exchange rate fluctuations 222
competitors
15 |Other (regulations) 131 15 EuroF?an political and social 18.6 | 11 (Entry of new competitors 222
conditions
16 |Deliveries 12.4| 16 [Deliveries 13.7 | 16 [Customs clearance issues 185
17 Better c!uallty of products offered by 118/ 16 |RoHS 1371 16 |ReacH 185
competitors
18 |Procurement costs 11.1| 18 [Customs clearance issues 108 18 Comlicated aoministrative procedures 148
and/or lack of transparency
18 |REACH 11.1| 19 [High labor cost growth rate 98| 18 Complicated administrative procedures 148
and/or lack of transparency
20 |Inflation 10.5| 20 |Visaiwork permits 8.8 | 18 |Collection of receivables 148
20 Real estate bubble/steep rise in land 105 18 |Procurement costs 148
prices
18 |RoHS 148
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Fig. 27: [Central and Eastern Europe/Turkey] Challenges in management

Allindustries in Central/Eastern Europe and Turkey (Units: cos., %)
R -y
1 |Economic slowdown, market contraction 60 513
2 |Exchange rate fluctuations 57 48.7
3 |Lowver prices offered by competitors 52 444
4 |Difficulty in securing good workers 51 436
5 |Visawork permits 46 393
6 |Entry of new competitors 41 35.0
7 |Highways 37 316
8 |European political and social conditions 35 299
9 |Quality of workforce 34 29.1
10 |[Frequent legislation revisions 33, 282
11 |Customs clearance issues 32 274
11 |Procurement costs 32 274
11 |Shortage of domestic procurement sources 32 274
14 |Heavy social security burdens 31 265
15 |General road conditions 30 256
16 |Transfer pricing taxation 29 248
16 |High labor cost growth rate 29 248
16 |Quality 29 248
19 |Stringent dismissal laws 26 222
20 |Change in tax rate 24 205
Manufacturing industries in Central/Eastern Europe and Turkey (Units: cos., %) Non-manufacturing industries in Central/Eastern Europe and Turkey (Units: cos., %)
2 Responses; Percentage
1 |Exchange rate fluctuations 44, 55.0 1 |Economic slowdown, market contraction 26 70.3
2 |Difficulty in securing good workers 38 475 2 |Entry of new competitors 19 514
2 |Lowver prices offered by competitors 38 415 3 |Highways 16 432
4 |Economic slowdown, market contraction 34 425 4 |Visa/work permits 14 378
5 |Visawork permits 32 40.0 4 |Lower prices offered by competitors 14 378
6 |Shortage of domestic procurement sources 28, 35.0 6 |Difficulty in securing good workers 13, 351
7 |Quality of workforce 26 325 6 |Exchange rate fluctuations 13 3.1
8 |Customs clearance issues 24 30.0 6 |European political and social conditions 13, 35.1
8 |Transfer pricing taxation 24 30.0 9 |Frequent legislation revisions 12 324
8 |Quality 24 30.0 9 |Stringent dismissal laws 12 324
11 |Heavy social security burdens 23 288 11 |Procurement costs 9 243
11 |Procurement costs 23 288 11 [General road conditions 9 243
13 |Entry of new competitors 22, 275 13 |Customs clearance issues 8 21.6
13 |European political and social conditions 22 275 13 ?:)q:ﬂi;ﬁ:)eizﬂzi?istrative procedures and/or lack of transparency [trade 8 216
15 |Frequent legislation revisions 21 26.3 13 g)sgﬂ;ci::ezszglstrauve procedures and/or lack of transparency [tax 8 216
15 |High labor cost growth rate 21 26.3 13 |High labor cost growth rate 8 21.6
15 |General road conditions 21 26.3 13 [Heavy social security burdens 8 216
15 |Highways 21 26.3 13 |Quality of workforce 8 216
19 [Change in tax rate 17 213 13 [Deliveries 8 216
19 [Procedures for VAT refunds are complex and/or lack transparency 17 213 20 |Change in tax rate 7 18.9
20 [Complicated administrative procedures and/or lack of transparency 7 189
20 |[Collection of receivables 7 18.9

* Bxcluding Turkey.
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Fig. 28: [Central and Eastern Europe/Turkey] Challenges in management in leading countries

of the region of Central and Eastern Europe and Turkey

"Manufacturing"
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Czech Rep. (%) Hungary (%) Poland (%)
1 |Visa/work permits 66.7| 1 [Exchange rate fluctuations 62.5| 1 |Exchange rate fluctuations 60.0
1 |Difficulty in securing good workers 66.7 | 2 [Lower prices offered by competitors 50.0 | 2 |Customs clearance issues 40.0
3 |Exchange rate fluctuations 55.6 | 2 [European political and social conditions 50.0 | 2 |Transfer pricing taxation 40.0
4 323::226 of domestic procurement 51.9( 2 |Economic slowdown, market contraction 50.0 2 [Procurement costs 40.0
4 | Lower prices offered by competitors 51.9( 5 |Heavy social security burdens 43.8| 2 |Lower prices offered by competitors 40.0
6 |Economic slowdown, market contraction 481 | 5 [Entry of new competitors 438| 2 [General road conditions 40.0
7 |Transfer pricing taxation 40.7 [ 7 |Customs clearance issues 375 2 [Highways 40.0
7 |Quality of workforce 40.7| 7 [Frequent legislation revisions 37.5| 8 |Economic slowdown, market contraction 333
9 |Heavy social security burdens 37.0( 7 |Changein taxrate 375 9 [High labor cost growth rate 26.7
9 |Quality 37.0| 7 [Deliveries 37.5| 9 |Difficulty in securing good workers 26.7
11 |European political and social conditions | 33.3 | 11 |Transfer pricing taxation 313 | 11 [Procedures for VAT refunds are complex | )
and/or lack transparency
12 |Frequent legislation revisions 29.6 | 11 [High labor cost growth rate 31.3| 11 |Entry of new competitors 20.0
12 [Procurement costs 29.6 | 11 |Quality of workforce 313| 11 Better qualny of products offered by 20.0
competitors
12 |[REACH 29.6 | 11 [Quality 31.3| 11 |European political and social conditions 20.0
15 |Entry of new competitors 259| 11 ::S;;ge of domestic procurement 31.3| 15 |Visa/work permits 133
16 |Change in tax rate 22.2 | 16 |Difficulty in securing good workers 250( 15 !_ack qftransparency in investment 133
incentive schemes
16 | General road conditions 22| 17 Procedures for VAT refunds are complex 188] 15 Complicated administrative procedures 133
and/or lack transparency and/or lack of transparency
16 |Highways 22.2 | 17 |Procurement costs 18.8 [ 15 [High labor costs 133
19 |Customs clearance issues 185 17 [REACH 18.8 | 15 |Quality 133
19 | High Iabor cost growth rate 185| 20 Complicated administrative procedures 5] 15 Shortage of domestic procurement 133
and/or lack of transparency sources
19 |Stringent dismissal laws 18.5| 20 |Visa/work permits 125 15 |Railways 133
19 | Deliveries 185 | 20 |3k of transparency in investment 125| 15 |Power supply 133
incentive schemes
20 Complicated administrative procedures 125| 15 |REACH 133
and/or lack of transparency
20 |Other (tax system / procedures) 12.5| 15 |Vehicle CO2 regulations 133
20 |Stringent dismissal laws 125 15 |Inflation 133
20 Better q_ualny of products offered by 125
competitors
20 |General road conditions 125
20 |communications 125
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"Non-manufacturing™

Czech Rep. (%) Hungary (%) Poland (%)
1 |Visa/work permits 100.0( 1 |Entry of new competitors 60.0[ 1 |Economic slowdown, market contraction 81.8
2 |Economic slowdown, market contraction 90.0| 2 [Lower prices offered by competitors 50.0| 2 [Highways 727
3 |Frequent legislation revisions 40.0| 3 |Frequent legislation revisions 40.0| 3 |Entry of new competitors 455
3 |Difficulty in securing good workers 40.0| 3 |Exchange rate fluctuations 40.0| 3 |Lower prices offered by competitors 455
3 |Procurement costs 40.0 | 3 |Economic slowdown, market contraction 40.0| 3 |General road conditions 455
3 |Deliveries 400| 6 Complicated administrative procedures 30.0( 6 |Difficulty in securing good workers 36.4
and/or lack of transparency
3 |Entry of new competitors 40.0| 6 |High labor cost growth rate 30.0| 6 [Stringent dismissal laws 36.4
3 |Highways 40.0| 6 |Difficulty in securing good workers 30.0| 6 [European political and social conditions 36.4
9 |Customs clearance issues 30.0| 6 [Stringent dismissal laws 30.0| 9 [Transfer pricing taxation 213
9 Complicated administrative procedures 30.0| 6 |Quality of workforce 30.0| 9 |Exchange rate fluctuations 273
and/or lack of transparency
9 |Heavy social security burdens 300 6 |RoHS 300( 9 |Railways 27.3
9 |Stringent dismissal laws 30.0| 6 |European political and social conditions 300 12 Procedures for VAT refunds are complex 18.2
and/or lack transparency
9 |European political and social conditions 30.0| 6 [Inflation 30.0 | 12 [High labor cost growth rate 18.2
14 Complicated administrative procedures 20.0 | 14 [Customs clearance issues 20.0 | 12 [Quality of workforce 18.2
and/or lack of transparency
14 | Transfer pricing taxation 20.0 | 14 |Visa/work permits 20.0 | 12 |Collection of receivables 182
n Procedures for VAT refunds are complex 20| 14 Complicated administrative procedures 200] 12 |Procurement costs 182
and/or lack transparency and/or lack of transparency
14 [High labor cost growth rate 20.0 | 14 [Change in tax rate 20.0 | 12 [Deliveries 18.2
14 |Quality of workforce 200 | 14 |Collection of receivables 200 1 |Better quality of products offered by 182
competitors
14 |Exchange rate fluctuations 20.0 | 14 |Highways 20.0 | 12 [Ports 18.2
14 |Quality 20.0| 14 |REACH 20.0 | 12 |Euro5 182
14 |Lower prices offered by competitors 20.0 | 14 |Low birth rates/aging of society 20.0
14 |General road conditions 20.0
14 |REACH 20.0
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2. Nationalities of new competitors

When respondents across all industries in Europe and Turkey who cited “Entry of new competitors” as
a challenge in management (32.6%; see Fig. 23) were asked the specific nationalities of these new
competitors, the highest percentage was that of Chinese firms at 55.9%. As Chinese firms have
purchased a succession of European firms in Europe, they are becoming powerful competitors,
particularly in Western Europe. Next came South Korean firms (37.2%) and European firms (32.2%).

The highest percentage of Japan-affiliated firms in Central and Eastern Europe and Turkey cited
European firms as becoming new competitors at 41.5%. What is more, the percentage of firms
viewing South Korean firms as competitors surpassed those that saw Chinese firms as competitors in
the survey from fiscal 2012. But in this fiscal year this reversed, with 34.1% viewing South Korean
firms as competitors as opposed to 39.0% who viewed Chinese firms as competitors. The claim could
be made that the presence of Chinese firms is on the rise in Central and Eastern Europe and Turkey.

Fig. 29: [All industries] Nationalities of new competitors (multiple answers) (Unit: %)

55.9
Chinese 3.6
firms
39.0
37.2
S. Korean
firms
Furope/Turkey
European m Western Europe
firms
m Central/Eastern Europe,
Turkey
0% 10%0 20% 30%% 40% 50% 60%% 70%
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A look at detailed results by industry shows that sales companies and trading companies appear to
keenly feel the rise of Chinese and South Korean firms. What is more, the greatest number of firms
that recognized European firms as new competitors was in the transport/warehousing industry.

Fig. 30: [Europe/Turkey] Industries choosing firms of each nationality as new competitors
(multiple answers)

Top three industries choosing "Chinese firms" (Unit: cos.)
Responses

1 |Sales company 50
Trading company 24

3 |Chemicals and Petroleum products 14
Top three industries choosing "S. Korean firms" (Unit: cos.)
Responses

1 [Sales company 29
Trading company 16

3 |Electric machinery/electronic hardware 8
Top three industries choosing "European firms" (Unit: cos.)
Responses

1 [Transport/warehousing 17
Sales company 16

3 |Motor vehicle and motorcycle parts and accesories 10
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3. Localization of Management

The percentage of companies across all industries in Europe and Turkey that are promoting the
localization of management was the highest for “Appointing local human resources (department and
section heads)” at 53.2%. On the other hand, for “Appointing local human resources (executive-level)”
this was 30.3%.

Fig. 31: [Europe/Turkey] Initiatives for promoting the localization of management
(multiple answers)

"All industries" (Units: cos., %)
Responses | Percentage
1 Appointing local human resources (department and section 529 | 532
heads)
5 Er?hancing training and edu_cati_on for local human resources 298| 508
with an awareness of localization
Mid-career recruitment of local human resources that will
3 . o 424 | 43.2
serve as ready assets with an awareness of localization
4 |Appointing local human resources (executive-level) 297 30.3
5 Strehgthenlng local development capabilities for products and 233| 238
services
6 Revising merltocrayc e.md other personnel systems with an 2061 21.0
awareness of localization
7 |Transferring authority from head offices to local regions 188 | 19.2
8 Enhancw_lg decision-making authority for sales strategies in 187 ] 191
local regions
9 [Not taking any initiatives for localization 114 11.6
10 [Acquiring human and managerial resources through M&A 61 6.2

The greatest challenges for promoting the localization of management for firms in all industries in
Europe and Turkey is “Capabilities and consciousness on the part of local human resources” (33.9%),
followed by “Difficulty in hiring candidates for executive positions” (31.3%).

Fig. 32: [Europe/Turkey] Challenges for promoting the localization of management
(multiple answers)

"All industries" (Units: cos., %)
Responses| Percentage
1 Capabilities and consciousness on the part of 36| 339
local human resources
2 Dlﬁjl?ulty in hiring candidates for executive 301] 313
positions
3 No progress with transferrlng authority from the 205| 213
head office to local regions
4 No progress with educating local human 204 | 212
resources
5 |No particular challenges 197 205
6 We_ak planning/marketing abilities in the local 133] 138
region
7 [Difficulty in reducing Japanese expatriates 1241 129
8 Wea_k de_velopment ablll_tles for products and 107] 111
services in the local region
9 ng_h_turnover rate for candidates for executive 101] 105
positions
10 Language proﬁmenc_:y of local human resources 100! 104
(Japanese and English)
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V1. Free trade agreements (FTAs) and the future of the European economy

1. Use of bilateral or multilateral FTAS/EPAs

When firms operating in the EU were asked about the use of bilateral or multilateral FTAs/economic
partnership agreements (EPAS), the highest percentages cited the EU-Turkey Customs Union (38.9%)
for exports and South Africa (50.0%) for imports.

Fig. 33: Use of bilateral or multilateral FTAS/EPAs by firms operating in the EU

Utilization of preferential taxrates provided by FTAs in exports Utilization of preferential taxrates provided by FTAs in imports
. Considering Not utilizing (No . Considering Not utilizing (No
Responses Utilizing utilization plan to utilize) Responses Utilizing utilization plan to utilize)
s, Korea 40 12 8 20 43 21 8 14
' 100.0% 30.0% 20.0% 50.0% 100.0% 48.8% 18.6% 32.6%
. 149 58 16 75 26 12 8 6
Turkey Customs Union
100.0% 38.9% 10.7% 50.3% 100.0% 46.2% 30.8% 23.1%
European Economic Area (EEA) 1ra 65 18 oL % 40 10 40
P 100.0% 37.4% 10.3% 52.3% 100.0% 44.4% 11.1% 44.4%
. 114 37 14 63 13 4 2 7
Switzerland
100.0% 32.5% 12.3% 55.3% 100.0% 30.8% 15.4% 53.8%
Mediterranean countries 100 29 16 55 15 3 5 7
(including the Middle East) 100.0% 29.0% 16.0% 55.0% 100.0% 20.0% 33.3% 46.7%
. 83 26 7 50 10 5 - 5
South Africa
100.0% 31.3% 8.4% 60.2% 100.0% 50.0% - 50.0%
Mesxica 45 13 6 26 4 - 1 3
100.0% 28.9% 13.3% 57.8% 100.0% - 25.0% 75.0%
Chile 21 6 2 13 2 - - 2
100.0% 28.6% 9.5% 61.9% 100.0% - - 100.0%
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2. Impact of FTAs

When respondents were asked about the impact of the FTAs, they showed the highest expectations for
the EU-Japan EPA, with 44.1% describing it as having “Major advantages.” The results by region
shows that this answer was given by a much higher percentage (55.6%) in Central/Eastern Europe and
Turkey than in Western Europe (42.3%), indicating higher expectations in that region, which is home
to a concentration of manufacturing facilities. A look at results by industry shows that the precision
equipment industry had the highest percentage of respondents describing this as having “Major

advantages,” at 66.7%.

Fig. 34: Impact of FTAs .
(Unit: %)

EU-India

Europe/Turkey as a whole
(n=496)

Western Europe
(n=431)

Central/Eastern Europe, Turkey
(n=65)

EU-Canada

Europe/Turkey as a whole
(n=482)

Western Europe
(n=418)

e22]

|||(||||||

Central/Eastern Europe, Turkey
(n=64)

Lol MMM

EU-Japan

7. 1010 -

Europe/Turkey as a whole
n=578)

e T 1 E

Western Europe
(n=497)

Central/Eastern Europe, Turkey
(n=81)

EU-US

Europe/Turkey as a whole
(n=507)

Western Europe
(n=439)

Central/Eastern Europe, Turkey
(n=68)

HHHHHH [382]

EU-Mercosur

Europe/Turkey as a whole
(n=479)

IILI}HI\IIII
2|||||Ib|}|||~llll R |
%III&IIJIII\I SERRRRRIA o2

Western Europe
(n=414)

D

Central/Eastern Europe, Turkey
(n=65)

29 2014.3

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

‘ = Large merit ® Large demerit I'No impact #Don’tknow ‘

Copyright (C) 2014 JETRO. All rights reserved.



JETRO

Fig. 35: Industries in which high percentages of companies responded
that the EU-Japan EPA would have “Major advantages”

(Units: cos., %)

Responses:Percentage

1 |Precision equipment 6 66.7

2 |Trading company 36 62.1

3 Motor ve_hlcle and motorcycle parts and 3 5.9
accessories

Moreover, 20.7% of respondents said that an FTA between the enormous markets of the EU and
ASEAN would have “Major advantages,” while 19.7% said the same for an FTA between the EU and

Thailand.

FIg. 36: Impact of FTAs

(Unit: %)
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3. Future of the European economy
When questioned about the future of the European economy, only a mere 7.3% of respondents in all

industries in Europe and Turkey answered that “It has already extricated itself from recession,” while
68.5% answered that “It will still take some time to extricate itself from recession.” When the
responses are viewed by region and by type of industry, around 70% of the respondents (this was
largest among manufacturing industries in Central/Eastern Europe and Turkey at 73.2%) replied “It
will still take some time to extricate itself from recession.” Even as signs of a recovery in performance
are being seen many are taking a cautious view of future economic conditions.

Manufacturing 8

Fig. 37: Views on the future of the European economy (Unit: %)
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* Manufacturing only for Turkey.
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Questionnaire return address FAX: 03-3587-2485 Email: ord@jetro.go.jp
To: Europe, Russia and CIS Division, Overseas Research Department, JETRO

@ Questionnaire @
Survey Report: 2013 JETRO Survey on Business Conditions of Japanese Companies
in Europe

JETRO recently carried out the titular survey. We would like to ask for your cooperation with this
questionnaire regarding your impressions upon reading the survey report. This information will be
used as reference for selecting future survey themes and the like.

B Question 1: How did you feel about the contents of this survey report? (Circle one)

4: Helpful 3: Somewhat helpful 2: Not very helpful 1: Not at all helpful

B Question 2: Please list your: (1) Intended use and purpose, (2) Reasons for reaching the conclusion
that you did above, and (3) Other impression regarding this report.

B Question 3: Please list your requests and so forth for future JETRO survey themes.

M Please list the name of your company and so on (optional).

Name of company/organization

1 Company/

Affiliation organization

Position name

O Individual

* We properly manage and utilize customer information that has been supplied to us on the basis of the JETRO
Personal Information Protection Policy (http://www.jetro.go.jp/privacy/). Moreover, the contents listed on the
above questionnaire will be used to evaluate JETRO’s business activities, improve its operations, and for the
sake of operational follow-ups.

Thank you for your cooperation
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