JETRO

Japan External Trade Organization

FY2015 Survey on the International
Operations of Japanese Firms
— JETRO Overseas Business Survey —

March 3, 2016
Japan External Trade Organization (JETRO)



Table of contents

B 101 2] g et Ao ] g b=t I o - o = OO PR 6

. Overseas expansion, future domestic business expansion ..........cccccccevvveeeiiiiieeennn, 10
. Overseas expansion (by country/region, functions) ........cccccviieeiiie e 16

. Japanese firms’ business in China ... 23
. Utilization of free trade agreements (FTAS) oo 26

. Management localization at OVErsSeas DASES  .......coccvieriiiiee v 29
. Utilization of foreign personnel ... 35

CCSR POIICIES oo e e re e e e 42



Survey outline and profile of the respondent firms

J
Survey outline Profile of respondent firms
1. Survey targets No.of |
A total of 9,893 firms (headquarters) with interest in overseas business. firms | (%)
The FY2015 survey covered 3,587 JETRO member firms plus 6,306 firms Al respondent firms 3,005} 100.0
using JETRO services. Manufacturing 1,633 543
* This survey has been conducted annually since FY2002, directed only at Food & beverages 361 12.0
JETRO member companies and this year marked its 14th edition. From Textiles/clothing 84 2.8
FY2011, JETRO has expanded the number of subject firms. Wood & wood products/furniture & building materials/paper & pulp 62 2.1
2. Survey topics Chemicals 102 3.4
(1) International Trade Medical products & cosmetics 57 1.9
(2) Overseas Expansion/Future Domestic Business Expansion Coal & petroleum products/plastics/rubber products 86 29
(3) Utilization of Free Trade Agreements (FTAS) Ceramics/earth & stone 27 09
(4) Business Environment in Emerging Countries Iron & steel/non-ferrous metals/metal products 179 6.0
(5) Management Localization at Overseas Bases General machinery 170 5.7
(6) Utilization of Foreign Personnel Electrical equipment 103 3.4
(7) CSR Policies IT equipment/electronic parts & devices 52 1.7
3. Period Cars/car parts/other transportation machinery 102 3.4
November 25, 2015 to January 6, 2016 Precision equipment 67 22
4. Response Other manufacturing 181 6.0
Number of valid replies: 3,005 (of which 1,292 are JETRO member firms) Non-marufacturing 1372 457
Response rate: 304% Trade and wholesale 687 22.9
Retail 99 3.3
A . Construction 78 2.6
Definitions of large-scale firms, SMEs, etc.
Transport 74 2.5
Manufacturing and other Wholesale Retail Service
Finance & insurance 86 2.9
Large-scale firms Firms other than SMEs [Firms other than SMEs Firms other than SMEs Firms other than SMEs
Communication, information & software 78 2.6
Large-scale firms (not Large-scale firms other than second-tier [|Large-scale firms other than second-tier ;:rge»scale firms otfer than second- :T:rge-scale firms other than second- N R
including second-tier firms) [firms Ifirms firrms flirrms Professional services 74 2.5
More than 300 million but less than 1 [More than 100 million but less than More than 50 million but less than 300 Mb;e than 50 million but less than 300 Other non-man ufacturing 196 6.5
Second-tier firms billion yen, or more than 300 but less than||300 million yen, or more than 100 but  [million yen, or more than 50 but less | million yen, or more than 100 but less
3000 employees less than 1000 employees than 1000 employees than 1000 employees Large-sca|e firms 638 21.2
SMEs i?tl)e:;illion yen or less, or 300 employees i?(l)ersnsillion yen or less, or 100 employees| zt;)ssilslion yen or less, or 50 employees :Eﬂr;g:zzsyz: Iz;!ess, or 100 Large-scale firms (not inc Iudlng Ieading medium'sized firms) 163 54
- Leading medium-sized firms 475 15.8
SM.E s (not ncludingsmal SMEs other than small businesses SMEs other than small businesses SMESs other than small businesses SMEs other than small businesses N N N
businesses) Small and medium-sized enterprises (SMEs) 2,367 78.8
Small businesses 2(: Izlsi!ion yen or less, or 20 employees lkOSSmi"iD" yen or less, or 5 employees or ;(:smillion yen or less, or 5 employees or i? 'r:;Islbn yen or less, or 5 employees SM ES (not including smaII businesses) 1 ’037 345
Note: The larger categories of "large-scale firms" and "SMEs" are based on the Small and Medium-sized Enterprise Basic Act. "Small businesses™ has been defined by JETRO based on the Micro-businesses 1 ’330 44.3

definition of the Small and Medium Enterprise Agency.
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Profile of respondent firms (export destinations)

Firms with export operations (by industry and firm size)

(%)
Currently exporting;  Not No
Exports curre n_tIy answer
only exporting

All respondent firms (n=3,005) 72.7 25.6 26.6 0.7
Manufacturing (n=1,633) 86.8 324 12.9 0.3
Food & beverages (n=361) 82.5 58.2 16.6 0.8
Textiles/clothing (n=84) 78.6 19.0 21.4 0.0
Wood & wood products/furniture & building materials/paper 758 19.4 242 0.0

& pulp (n=62)
Chemicals (n=102) 91.2 15.7 8.8 0.0
Medical products & cosmetics (n=57) 91.2 19.3 8.8 0.0
Coal & petroleum products/plastics/rubber products (n=86) 93.0 27.9 7.0 0.0
Ceramics/earth & stone (n=27) 88.9 29.6 11.1 0.0
Iron & steel/non-ferrous metals/metal products (n=179) 82.1 29.6 17.9 0.0
General machinery (n=170) 95.3 26.5 4.7 0.0
Electrical equipment (n=103) 90.3 27.2 8.7 1.0
IT equipment/electronic parts & devices (n=52) 96.2 13.5 3.8 0.0
Cars/car parts/other transportation machinery (n=102) 85.3 23.5 14.7 0.0
Precision equipment (n=67) 94.0 29.9 6.0 0.0
Other manufacturing (n=181) 85.6 30.4 13.8 0.6
Non-manufacturing (n=1,372) 56.0 17.4 42.9 1.1
Trade and wholesale (n=687) 78.9 18.3 20.8 0.3
Retail (n=99) 56.6 28.3 424 1.0
Construction (n=78) 38.5 15.4 61.5 0.0
Transport (n=74) 28.4 8.1 70.3 14
Finance & insurance (n=86) 0.0 0.0 94.2 5.8
Communication, information & software (n=78) 33.3 20.5 66.7 0.0
Professional services (n=74) 29.7 16.2 68.9 1.4
Other non-manufacturing (n=196) 36.7 19.9 60.7 2.6
Large-scale firms (n=638) 69.1 10.0 29.8 1.1
Large-scale firms (not including leading medium-sized firms) 68.1 49 319 0.0

(n=163)

Leading medium-sized firms (n=475) 69.5 11.8 29.1 15
SMEs (n=2,367) 73.7 29.7 25.7 0.5
SMEs (not including small businesses) (n=1,037) 76.7 22.3 22.9 0.5
Micro-businesses (n=1,330) 71.4 35.6 28.0 0.6

[Notes]

1. “Export only” refers to the firms which do not import anything among the firms with export operations.
2. “Not currently exporting” refers to firms other than firms with export operations and firms with no answer about
current overseas business.

Copyrig
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Export destinations of exporting firms (by country and region)

China
Taiwan

us

Tailand
Korea
Hong Kong
Singapore
Western Europe
Indonesia
Malaysia
Vietnam
Philippines
Australia
India
Canada

Mexico

Central-Eastern
Europe

Brazil

Russia & CIS
Turkey
South Africa
Myanmar
Pakistan
Cambodia
Bangladesh
Sri Lanka
Colombia

Laos

(Multiple answers
60.0

40.0 50.0

70

%)
0

( n=Number of firms currently exporting,2,186)




Profile of respondent firms (status of overseas expansion)

Firms with overseas bases (by industry and firm size) Country and region of overseas bases
(Multiple answers, %)
(%) 0.0 10.0 20.0 30.0 40.0 50.0 60.0 70.0
With | Without No 1 : : : : ‘ ‘
overseas|overseas China 645
answer
bases bases Thailand
All respondent firms (n=3,005) 48.9 50.4 0.7 us
Manufacturing (n=1,633) 52.7 47.0 0.3 )
Food & beverages (n=361) 23.8 75.3 0.8 Taiwan
Textiles/clothing (n=84) 57.1 42.9 0.0 Western Europe
Wood & v_vood products/furniture & building materials/paper 45.2 548 0.0 Vietnam
& pulp (n=62) )
- Singapore
Chemicals (n=102) 70.6 29.4 0.0 )
Medical products & cosmetics (n=57) 47.4 52.6 0.0 Indonesia
Coal & petroleum products/plastics/rubber products (n=86) 69.8 30.2 0.0 Hong Kong
Ceramics/earth & stone (n=27) 70.4 29.6 0.0 Korea
Iron & steel/non-ferrous metals/metal products (n=179) 62.6 37.4 0.0 Malavsia
General machinery (n=170) 62.9 37.1 0.0 Y )
Electrical equipment (n=103) 69.9 29.1 1.0 India
IT equipment/electronic parts & devices (n=52) 63.5 36.5 0.0 Philippines
Cars/car parts/other transportation machinery (n=102) 76.5 235 0.0 Mexico
Precision equipment (n=67) 56.7 43.3 0.0 Brazil
Other manufacturing (n=181) 44.8 54.7 0.6
Non-manufacturing (n=1,372) 443 54.6 1.1 Australia
Trade and wholesale (n=687) 45.1 54.6 0.3 Central-Eastern. .
Retail (n=99) 26.3 72.7 1.0 Canada 6.1
Construction (n=78) 53.8 46.2 0.0 Russia & CIS
Transport (n=74) 59.5 39.2 14 ussia 56
Finance & insurance (n=86) 50.0 44.2 5.8 Myanmar 5.2
Communication, information & software (n=78) 30.8 69.2 0.0 Turkey 4.0
Professional services (n=74) 43.2 55.4 14 Cambodia 34
Other non-manufacturing (n=196) 44.4 53.1 2.6 )
Large-scale firms (n=638) 82.8 16.1 1.1 South Africa 81
_ i i i i ium-sized fi Bangladesh 22
Large-scale firms (not including leading medium-sized firms) 933 6.7 0.0 anglades|
(n=163) Colombia 14
Leading medium-sized firms (n=475) 79.2 19.4 1.5 Laos W 13
Small and medium-sized enterprises (SMEs) (n=2,367) 39.8 59.7 0.5 '
- - - - Sri Lank 12
SMEs (not including small businesses) (n=1,037) 52.9 46.6 0.5 i Lanka (n = Number of firms currently having overseas bases, 1,469)
Micro-businesses (n=1,330) 29.5 69.9 0.6 Pakistan | 0.8

[Notes] Agencies are not included in overseas bases.

Copyright (C) 2016 JETRO. All rights reserved.



1. International trade

- Motivation to expand exports highest in five years -



International trade:

Future export plans

M Appetite for expanding exports sharply increased

Regarding the export policies over the next three years or so,
companies planning to expand exports increased to 74.2%, the
highest it has been in the past five years, from 66.2% a year
earlier. When adding those intending to launch exports
(10.7%), the percentage of companies expressing high
motivation to expand exports reaches 84.9%.

By firm size, 81.8% of the respondent large-scale firms intend
to expand exports. The percentage of SMEs intending to do so
reached 72.5%. By type of industry, 88.9% intend to expand
exports in medical products & cosmetics, followed by 86.0% in
IT equipment/electronic parts & devices and 85.6% in
chemicals.

Large-scale firms

FY2011
survey
(n=444)

FY2012
survey
(n=376)

FY2013
survey
(n=528)

FY2014
survey
(n=489)

FY2015
survey
(n=442)

0 10 20 30 40 50 60 70 80 90 100

%,
@ Expand operations @ Intend to begin exports ®Maintain the current scale @ Consider downscaling or ceasing O No plan to export in fl(Jtu)re

Copyright (C) 2016 JETRO. All rights reserved.

Policy on exports for about the next 3 years, including FY2015

FY2011
survey
(n=2,515)

FY2012
survey
(n=1,686)

FY2013
survey
(n=2,962)

FY2014
survey
(n=2,444)

FY2015
survey
(n=2,462)

Expand operations

0 10 20 30 40 50 60 70 80 90 100
(%)
@ Expand operations @ Intend to begin exports ®Maintain the current scale @ Consider downscaling or ceasing 0 No plan to export in future

SMEs

FY2011
survey
(n=2,071)

FY2012
survey
(n=1,310)

FY2013
survey
(n=2,434)

FY2014
survey
(n=1,955)

FY2015
survey
(n=2,018)

0 10 20 30 40 50 60 70 80 90 100
(%)
mExpand operations @ Intend to begin exports B Maintain the current scale & Consider downscaling or ceasing 0 No plan to export in future

[Note] Ratio to the total number of respondent firms excluding those “not in industries with
export operations” and those with “no answer.”



International trade: Future export plans

Policy on exports for about the next 3 years, including FY2015 (By industry)

(%)
e | Somcimn | "I | oty | e o

irms intending to expand intending to begin maintaining the current | considering do.vmscalmg intending to exportin

exports scale or ceasing future

All respondent firms 2,462 74.2 10.7 10.2 0.7 4.1
Manufacturing 1,516 77.0 7.6 12.0 0.7 2.7
Food & beverages 341 77.4 11.7 7.3 0.0 35
Textiles/clothing 80 67.5 16.3 11.3 13 3.8
\ri]v;ztrji ;?ILS /\/F;/:séjr[gogalc;s/furmture & building 52 673 96 15.4 19 58
Chemicals 97 85.6 6.2 6.2 0.0 21
Medical products & cosmetics 54 88.9 5.6 5.6 0.0 0.0
Coal & petroleum products/plastics/rubber products 78 718 2.6 23.1 13 13
Ceramics/earth & stone 24 83.3 0.0 12.5 0.0 4.2
Iron & steel/non-ferrous metals/metal products 163 68.1 9.2 17.2 0.6 4.9
General machinery 161 83.2 1.9 13.7 0.6 0.6
Electrical equipment 96 82.3 5.2 9.4 0.0 3.1
IT equipment/electronic parts & devices 50 86.0 2.0 8.0 4.0 0.0
Cars/car parts/other transportation machinery 87 62.1 6.9 26.4 11 3.4
Precision equipment 65 80.0 46 13.8 0.0 15
Other manufacturing 168 80.4 7.7 8.9 12 18
Non-manufacturing 946 69.6 15.8 7.4 0.8 6.4
Trade and wholesale 631 74.6 11.6 7.6 11 51
Retail 78 57.7 26.9 7.7 0.0 1.7
Construction 38 60.5 15.8 13.2 0.0 10.5
Transport 23 60.9 8.7 26.1 0.0 4.3
Communication, information & software 46 45.7 37.0 2.2 0.0 15.2
Professional services 29 69.0 24.1 0.0 34 34
Other non-manufacturing 98 65.3 41 235 0.0 7.1

[Note] Highlighted cells indicate that the response rate is 80% or more. The table only shows the industries where the number of respondent firms is 10 or more.

Copyright (C) 2016 JETRO. All rights reserved.



International trade: Reasons for expanding export operations

case of SMEs than in the case of large-scale firms.

B The biggest reason for efforts for international trade is increasing overseas demand

Among the reasons for this positive stance, increased overseas demand ranked first at 73.8%, followed by “decreasing domestic demand”
(55.8%) and “increasing price competitiveness because of yen depreciation” (20.1%). The percentage of firms answering “tariffs
eliminated/decreased because of FTA/EPA” as a reason for expanding export operations increased from 9.7% in the previous year to

15.5%. As a reason for expanding export operations, “increasing price competitiveness because of yen depreciation” is stronger in the

Reasons for expanding export operations (total)
(Multiple answers,%)

0.0 20.0 40.0 60.0 80.0

y
!

Increasing overseas demand

Decreasing domestic demand

Increasing price competitiveness because of
yen depreciation

Higher profitability in overseas markets

Tariffs eliminated/decreased because of
FTAJ/EPA (Free Trade Agreement)

Parent or client companies entering
overseas market

OFY2012 (n=1,286)

Low profitability in domestic markets %
.0 BFY2013 (n=2,303)
Other mFY2014 (n=2,021)
No answer BFY2015 (n=2,090)

[Notes] 1. Percentage to the total number of respondent firms answering “expand operations” or “intend to
begin exports™ as the export policy for the future; 2. “Increasing price competitiveness because of yen
depreciation” was newly added in FY2015.

Copyright (C) 2016 JETRO. All rights reserved.

100.0

Reasons for expanding export operations (by firm size , by industry)

(Multiple answers,%)

By firmsize By industry
Total Large-scal ] on-
(n=2,090) i fg| ir:sc o (nivlﬁo) M?::Iazc;lgr)mg manu’\:actu ring
(n=380) ' ! (n=807)
Increasing overseas demand 73.8 82.4 71.9 75.1 71.7
Decreasing domestic demand 55.8 595 55.0 61.6 46.6
anreasing price compe_tit_iveness 20.1 18.2 206 19.6 209
ecause of yen depreciation

Higher profitability in overseas
rarkets 15.8 15.0 16.0 13.6 19.3
Tariffs eliminated/decreased because
of FTA/EPA (Free Trade Agreement) 155 19.7 146 15.0 16.2
Parent or client companies entering
overseas market 15.0 29.2 11.9 15.0 15.1
Low profitability in domestic markets 11.0 8.9 11.4 9.4 134
Other 4.0 2.9 4.3 3.5 4.8
No answer 14 0.5 1.6 0.9 2.1




2. Overseas expansion,
future domestic business expansion

- Intention to expand business overseas still high
but reaching point of saturation. Majority of companies
Intend to expand domestic business for two consecutive years. -

10



Overseas expansion: Future overseas expansion policy

Future overseas expansion policy (total)

M Intention to expand business overseas still high
but reaching point of saturation

FY2011 survey
(n=2,769)

When asked about future (the next three years or so) overseas

. . . . FY2012 survey
expansion policies, the percentage answering “expand (r=1357
operations” was 53.3%, decreased from the previous year’s
survey (56.7%). Prsans
Although a majority of large-scale firms at 63.8% answered Prsapes

“expand operations,” their intention to do so has been beginning
to subside since FY2011. —

(n=3,005)

In the case of SMEs also, the percentage answering “expand ° © » ® @ “ @ K “ ® i
Operations” decreased from 543% in the previous year tO 50 5% @ Expand operations @ Maintain the current scale ' Considering downscaling o ceasing operations No investment overseas @ Other ©No answer

[Notes] Since FY2013 survey, "expand operations" has included respondents reporting that they currently have overseas bases and are
planned to expand them further in the future and those reporting that they currently have no overseas bases but intend to invest in the

future.
FY2011 survey FY2011 survey
(n=478) (n=2,291)
FY2012 survey FY2012 survey
(n=516) (n=1,441)
FY2013 survey FY2013 survey
(n=680) (n=2,791)
FY2014 survey
FY2014 survey -
(n=661) (n=2334)
FY2015 survey
FY2015 survey (n=2,367)
(n=638)
(%)
(%)
mExpand operations @ Maintain the current scale M Consideril ing or ceasing i Noi overseas  DOther  TNO answer mExpand operations @ Maintain the current scale m Considering ing or ceasing operati No i overseas @ Other O No answer

11
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Reasons for expanding overseas operations

M The biggest reason is to keep up with changes in demand.

As a reason for expanding overseas operations, 81.6% of the respondent firms answered “increasing overseas demand.” By firm size,
86.3% of the large-scale firms answered so. By industry, 83.8% of the manufacturing firms chose the answer. The second and third
biggest reasons are “decreasing domestic demand” (48.5%) and “client companies entering overseas market” (36.0%).

Reasons for expanding overseas operations (total)

(Multiple answers,%)

0.0 20.0 40.0 60.0 80.0 100.0
65.9
Increasing overseas demand Fiiiiiiiiiiiiianiin i i 83.3
82.0
81.6
Decreasing domestic demand
Client companies entering overseas
market
Overseas development of FTA
conclusions OFY2011
(n=1,766)
21.6 FY2012
Avoidance of influence of exchange (n=1,239)
rate fluctuations BFY2013
(n=1,115)
EFY2014
(n=998)
Other £/ = FY2015
(n=888)

Reasons for expanding overseas operations (total, by firm size, by industry)

(Multiple answers,%)

By firmsize By industry
Total Large-scale firms SMEs Manufacturing manuNf;J:t-uring
(n=888) (n=366) (n=522) (n=513) (n=375)
Increasing overseas demand 81.6 86.3 78.4 83.8 78.7
Decreasing domestic demand 48.5 50.0 475 52.8 42.7
Client companies entering
overseas market 36.0 43.7 30.7 33.1 40.0
High profitability in overseas
markets 15.7 145 16.5 15.4 16.0
Overseas development of FTA
conclusions 10.1 10.7 9.8 9.2 115
High domestic costs, such as
labor costs and tax burden 91 9.3 9.0 103 7.5
Avoidance of influence of
exchange rate fluctuations 8.9 7 9.8 101 .2
Other 2.9 2.7 3.1 3.1 2.7

Notes: 1) The number in FY2011 and FY2012 indicates the number of firms answering that they intend to begin and expand overseas operations after excluding the number of firms which gave
no answer regarding reasons to expand. However, the number in FY2013 and thereafter indicates the number of firms “intending to expand overseas operations™ after excluding the number of

firms which gave no answer regarding reasons to expand. 2) For comparison with past years, results in answers to “impact of the strong yen” in the FY2011 and FY2012 surveys are labeled here
as “avoidance of influence of exchange rate fluctuations”. 3) “High profitability in overseas markets” is an item added in FY2015 and “High domestic costs, such as labor costs and tax burden” is

an item added in FY2013.
Copyright (C) 2016 JETRO. All rights reserved.




Domestic business: Future domestic business expansion

B Majority of companies intend to expand domestic business
for two consecutive years

When asked about future domestic business expansion policies
(over the next three years or so), the percentage answering
“expand operations” was 52.0%. As well as the last year’s figure
(53.1%), the percentage exceeded 50% for two consecutive
years.

While the percentage of large-scale companies answering
“expand operations” decreased from 47.0% in the previous year
to 44.8%, the percentage of SMEs answering so leveled off from
54.8% in the previous year to 53.9%.

By industry, the percentage of non-manufacturers answering
“expand operations” decreased from 56.1% to 53.1%. On the
other hand, the percentage of manufacturers answering so did not
change much, going from 51.0% to 50.8%.

Large-scale firms

FY2011
survey
(n=478)

FY2012
survey
(n=516)

FY2013
survey
(n=680)

FY2014
survey
(n=661)

FY2015
survey
(n=638)

Expand operations

0 10 20 30 40 50 60 70 80 90

(%)

B Expand operations Maintain the current scale M Considering downscaling Other  ONo answer

Copyright (C) 2016 JETRO. All rights reserved.

Future domestic business expansion (total)

FY2011
survey
(n=2,769)

FY2012
survey
(n=1,957)

FY2013
survey
(n=3,471)

FY2014
survey
(n=2,995)

53.1

Expand operations 520

20

FY2015
survey
(n=3005)

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

mExpand operations B Maintain the current scale ~ mConsidering downscaling ~ @Other ~ ONo answer

SMEs

FY2011 survey
(n=2,291)

FY2012 survey
(n=1,441)

FY2013 survey
(n=2,791)

FY2014 survey
(n=2,334)

FY2015 survey
(n=2,367)

20 30 40 50

10

0 60 70 80 90 100

(%)

mExpand operations @ Maintain the current scale  ® Considering downscaling Other  ONo answer
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Reasons for expanding domestic business

M The biggest reason is increasing domestic demand

operations tend to expand domestic business.

As a reason for expanding domestic business, the largest percentage (55.5%) of the respondent firms answered “increasing domestic
demand,” followed by those answering “high profitability in domestic markets” (27.1%). In addition, 58.5% of the firms with the policy

to expand overseas operations answered that they will also expand domestic business, which shows that firms expanding overseas

Reasons for expanding domestic business
(total, by firm size, by industry)

(Multiple answers, %)

By firmsize By industry
Total o b
1520) | oo SMEs | Manufacturing anJNf;)(;uring
(n=280) (n=1,240) (n=814) (n=706)
('jlcr:;ar;'”g domestic 55.5 514 56.4 53.7 575
High profitability in
domestic markets 27.1 27.9 26.9 31.3 22.2
Client companies’ return to
Japan 9.4 9.3 9.4 9.6 9.2
Avoidance of inﬂuenc.e of 6.8 57 70 71 6.4
exchange rate fluctuations
Development of FTA
conclusions in Japan 4.2 54 4.0 4.3 41
High overseas costs, such
as labor costs and tax 3.9 25 4.2 4.7 3.0
burden
pecreasig verseas 22 18 23 2.6 18
Other 20.2 23.6 194 20.4 20.0

[Note] Each total number indicates the number of firms “intending to expand overseas

Future overseas expansion policy

operations” after excluding the number of firms which gave no answer regarding reasons to

CopyRtfc) 2016 JETRO. All rights reserved.

Maintain the current scale

No investment overseas (n=425)

Considering downscaling or ceasing

Future direction of domestic business by policy toward overseas

expansion (total)

0 10 20 30 40 50 60 70 80 90 100

EExpand operations @ Maintain the current scale B Considering downscaling @Other T No answer

Future domestic business expansion

14



Functions to be expanded domestically

development), cited by 40.4%.

B Domestically, importance is placed on sales, production of high value-added goods, and new product development

82.4% of firms that said they had plans to expand their business scale in Japan reported plans to expand sales functions. The next most
common answers were expansion of production (high value-added goods), cited by 41.9%, and expansion of R&D (new product

Functions to be expanded domestically (total)

(Multiple answers,%)

0.0 20.0 40.0 60.0

80.0

100.0

Sales

Production
(general-purpos
goods)

Production (high
valued-added
goods)

R&D (new product £
development) -

R&D (change
specifications fo
local market)

Logistics functio

Other

OFY2011
(n=1,017)

@FY2012
(n=860)

@FY0013
(n=1,566)

BFY2014
(n=1,480)

mFY2015
(n=1,425)

[Note] Percentage of the total number of firms which will

“expand

domestic business for the next three years or so,” excluding those with

no answer about functions to be expanded

Copyright (C) 2016 JETRO. All rights reserved.

Functions to be expanded domestically (by firm size, industry)

(Multiple answers, %)

By firmsize By industry
(n;rlo,T2I5) Larf? fnig e SMEs e manu':;:::hri ng
(n=241) (n=1,184) (n=772) (n=653)

Sales 82.4 73.4 84.2 84.3 80.1
Production 175| 183, 174 24.6 9.2
(general-purpose goods)
Production 419 382 427 57.5 23.4
(high-valued added goods) ) ) ) ) |
R&D
(new product development) 40.4 36.1 41.2 54.7 234
R&D
(change specifications for local 15.0 10.8 15.9 22.0 6.7
market)
Logistics function 13.5 15.8 13.1 12.0 15.3
Other 4.7 10.0 3.6 1.3 8.7
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3. Overseas expansion
(by country/region, functions)

- Motivation to expand business grows in US, Vietnam,
Western Europe, and India -

16



Overseas expansion by country and region (time-series comparison)

~N

B Appetite for expansion increased in the US, Vietnam, Western Europe, India and more.

Among investment destinations cited by companies intending to expand business overseas, China and Thailand continue to rank first and
second place, although the rate of responses for the two countries decreased respectively to 53.7% from 56.5% the year before and to
41.7% from 44.0%. Meanwhile, the year-to-year rate increased in such countries and regions as the US (3rd place at 33.7%, from 31.3%),
Vietnam (4th place at 32.4%, from 28.7%), Western Europe (7th place at 20.6%, from 18.1%) and India (8th place at 20.1%, from 16.1%).

Overseas expansion by country and region

(Multiple answers, %)

FY2015 FY2014 FY2013 FY2012 FY2011 Changes on previous survey
Country/Region
(n=895) | Rank | (n=1,001) | Rank | (n=1,119) | Rank | (n=1,149) | Rank | (n=1,602) | Rank | FY2015 | FY2014 | FY2013 | FY2012

China 53.7] (1) 56.5] (1) 56.9, (1) 59.2 (1) 67.9] (1) A28 A0.4 A2.3 A87
Thailand 417, (2) 4401 (2) 470, (2) 4120 (2) 2790 (2) A2.3 A3.0 +5.8 +133
us 337 () 3130 (4) 25.4] (5) 26.0/ (4) 2110 (5) +2.4 +59 A0.6 +4.9
Vietnam 324 (4) 28.70 (5) 296! (4) 259! (5) 20.3! (6) +3.7 A0.9 +3.6 +56
Indonesia 318, (5) 344; (3) 35.00 (3) 3200 (3 2477 (3) A2.6 A0.6 +3.0 +7.4
Taiwan 21.6; (6) 21.0; (6) 20.0{ (6) 21.8; (6) 18.5! (8) +0.6 +1.0 Al8 +33
Western Europe 206; (7) 18.1i (8) 15.7; (10) 15.9; (10) 15.7; (9) +25 +24 A0.2 +0.2
India 20.1] (8) 161 (9) 1921 (7) 1940 (7) 218! (4 +4.0 A3.1 A0.2 A2.4
Korea 165 (9) 159 (11) 17.21 (9) 188/ (8) 188! (7) +06 Al3 Al6 +0.0
Singapore 16.1; (10) 19.3] (7) 18.3] (8) 17.8; (9) 14.0{ (11) A3.2 +1.0 +0.5 +3.8
Malaysia 155 (11) 14.8] (12) 15.4; (11) 15.7] (12) 1220 (12) +0.7 A0.6 A0.3 +35
Hong Kong 142) (12) 16.1, (9) 15.4; (11) 15.8] (11) 14.2; (10) Al9 +0.7 A05 +16
Myanmar 115 (13) 10.1] (14) 10.9] (13) - - - - +14 A0.8 - -

Philippines 1131 (14) 10.8] (13) 10.9] (13) 75 (14) 5.1 (15) +05 A0.1 +3.4 +2.4
Mexico 10.9; (15) 10.1] (14) 7.6 (16) 5.6/ (16) 3.1, (18) +0.8 +25 +2.0 +2.4
Central-Eastern Europe 7.0{ (16) 6.1; (18) 331 (19) 420 (17) 4.7; (16) +0.9 +2.8 A0.9 205
Cambodia 6.0 (17) 5.3; (19) 5.4; (18) - - - - +0.7 A0.1 - -

Brazil 51 (18) 6.9 (16) 8.0/ (15) 8.4, (13) 7.4, (13) A1.8 All A0.4 +1.1
Australia 467 (19) 2.8] (21) 3.3 (19) 3.7, (18) 40/ (17) +18 A05 A03 A0.3
Russia & CIS 4.1 (20) 6.2 (17) 6.5 (17) 5.8/ (15) 6.9, (14) A2.1 A0.3 +0.7 All
ASEAN-6 73.2 73.5 74.8 69.0 56.3 A0.3 Al.3 +5.8 +12.7

Notes:

1) The figures in each survey year consist of firms intending to expand overseas business in the next three years or so, after excluding those who did not answer on functions planned to be expanded. The “firms intending to expand
overseas business” are the firms answering “expand overseas operations” in FY2011 and FY2012, and the firms answering “Currently has an overseas base and is planning to expand them” in and after FY2013.

2) No country break down for Western Europe, Russia & CIS, and Central-Eastern Europe. Myanmar and Cambodia were not covered by the surveys before FY2013.
3) ASEANSG refers to the total for the six countries of Singapore, Thailand, Malaysia, Indonesia, the Philippines, and Vietnam (excluding duplication).
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Overseas expansion by country and region (time-series comparison)

B ASEAN-6 surpasses China for four consecutive years

Looking at Asia, the ratio of firms selecting ASEAN-6 countries as an investment destination reached 73.2%, exceeding that of China
(53.7%) for four consecutive years. Among ASEAN-6 countries, Thailand, Indonesia (5th place at 31.8%, from 34.4%) and Singapore
(10th place at 16.1%, from 19.3%) saw a decrease. On the other hand, the respective rates of Malaysia (11th place at 15.5%, from 14.8%)
and the Philippines (14th place at 11.3%, from 10.8%) increased, similar to that of Vietnam. The percentage also increased in Myanmar

(13th place at 10.1%, from 11.5%) and Cambodia (17th place at 5.3%, from 6.0%).

B Mexico and Turkey is on an upward trend in the percentage of firms with policies of business expansion

Among the other emerging markets, the number of firms with policies of business expansion increased in Mexico (15th place at 10.1%,
from 10.9%) and Turkey (21th place at 3.1%, from 3.4%), especially in the manufacturing industries. On the other hand, it decreased in

Brazil (18th place at 6.9%, from 5.1%) and Russia & CIS (20th place at 6.2%, from 4.1%).

(%)
80.0

70.0

60.0

50.0

40.0

30.0 -

20.0

10.0 A

0.0

Copyr

Main countries/regions (total) (%) Emerging markets in Asia (total)

50.0

Other emerging markets (total)

748 47.0

735 732 10.9
10.1
10.0
40.0 -
8.0 1
30.0
6.0 1
33.7
313 200 -
26.0 15.7 15.4 155
21.8 254 20.6 14.8 4.0 |
: 12.2
19.4 19.2 18.1 ¢ ./._.\.’-
211 e 100
20.1 1 ]
157 159 157 161 51 109 108 113 20
75 X
0.0 00 09
2011 2012 2013 2014 2015 (Year) 2011 2012 2013 2014 2015 (Year) 2011 2012 2013 2014 2015 (Year)
China ASEANG India —&—Thailand =#=Indonesia =&=Vietnam -—Malaysia Philippines

US  =>4=Western Europe

Notes:

&= Mexico =l=Turkey

Brazil X=South Africa ==Russia/CIS

1) The figure in each survey year consist of firms intending to expand overseas business in the next three years or so, after excluding those who did not answer on functions planned to be expanded. The “firms intending to
expand overseas business” are the firms answering “expand overseas operations” in FY2011 and FY2012 and the firms answering “Currently have an overseas base and are planning to expand them” in and after FY2013.

2) ASEAN-6 refers to the total for the six countries Singapore, Thailand, Malaysia, Indonesia, the Philippines, and Vietnam (excluding duplication).

3) “Total” indicates the number of firms intending to expand one or more functions in each country and region. If a firm is intending to expand several functions to one country or region, it is counted as one firm only.
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Overseas expansion by country and region (time-series comparison)

) Main countries/regions (manufacturing)
80.0
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500 47.0 14.4
14.0
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120 11.6
10.0
30.0
8.0
20.0
157 154 148 155 60
12.2
4.0
10.0
5.1 10.9 10.8 113 20
75
07% 1.0
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2011 2012 2013 2014 2015 (Year) 2011 2012 2013 2014 2015 (Year)
—o—Thailand =#=Indonesia =—#=Vietnam == Malaysia Philippines —4—Mexico =E=Turkey Brazil =>-S. Africa === Russia/CIS

Emerging markets in Asia (non-manufacturing) Other emerging markets (non-manufacturing)

(%) (%)
50.0 10.0
9.0
40.0 8.0
7.0
30.0 6.0
5.0
20.0 4.0
15.0
129 3.0
10,0 123 136 121 20
105
1.0 11X
6.0 > 05
0.0 0.0
2011 2012 2013 2014 2015 (Year) 2011 2012 2013 2014 2015 (Year)
—4—Thailand =#i=Indonesia == Vietnam —i—Malaysia Philippines —o—Mexico —M=Turkey Brazil =>¢-S. Africa ==¥¢=Russia/CIS

1) The figures in each survey year consist of firms intending to expand overseas business in the next three years or so, after excluding those who did not answer on functions planned to be expanded. The “firms intending to
expand overseas business” are the firms answering “expand overseas operations” in FY2011 and FY2012, and the firms answering “Currently have an overseas base and are planning to expand them” in and after FY2013.

2) ASEAN-6 refers to the total for the six countries Singapore, Thailand, Malaysia, Indonesia, the Philippines, and Vietnam (excluding duplication).
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Functions to be expanded overseas

B Many firms intend to strengthen the sales function and the logistics function

Among functions to be expanded overseas, the percentage of the respondent firms having the policy of strengthening the sales function
was 83.9%, remaining high as in the previous year (82.9%). The logistics function increased to 16.9% from 11.4%. By country/region,
the percentage of firms strengthening the sales function increased in the US (24.9% in the previous year — 29.6%), Vietnam (18.4% —
22.2%), Western Europe (13.7% — 17.8%), India (13.1% — 17.3%) and more, while the logistics function increased in many countries,
such as the US (2.0% — 3.7%), Vietnam (1.9% — 3.4%), and Singapore (0.9% — 2.8%). Vietnam also showed an increase in
strengthening R&D for new product development (1.2% — 2.3%).

Functions to be expanded overseas (total) Functions to be expanded overseas (by function, by country/region)
(Multiple answers,%) (Muttiple answers, %)
00 200 400 60.0 80.0 100.0 Sales Production R&D Logistics
‘ - - - ‘ General-purpose goods High valued-added goods | New product development Changfozzfri:z:s;lfns for
Rank| Country/region | % |Rank| Country/region | % |Rank| Country/region | % |Rank| Country/region [ % |Rank| Country/region % |Rank| Country/region [ %

1(China 44.0| 1|China 15.8 1|China 13.5| 1|China 5.9 1|China 8.8| 1|China 5.8
2| Thailand 33.1| 2|Thailand 10.6| 2|Thailand 9.1] 2|Us 4.4 2|Us 4.4] 2(Thailand 4.6)
Production 3|Us 29.6| 3|Vietnam 9.1f 3fuUS 6.0 3|Vietnam 2.3 3|Thailand 3.8 3fuUS 3.7
(ge"eg'gtg:)mose 4/Indonesia 25.9]  4|Indonesia 6.7| 4|Vietnam 5.4]  4|Western Europe 2.2|  4Indonesia 27| 4|Vietham 3.4
5[Vietnam 22.2| 5|India 3.9] 5|Indonesia 4.6] 5|Thailand 1.8] 5|India 2.5| 5|Singapore 2.8
6(Taiwan 18.7] 6|US 3.1] 6|India 3.8 6|Indonesia 1.3] 6|Vietnam 2.2| 6|Western Europe 2.3
Ps’:ﬂggf’;jg';?h 7|Western Europe | 17.8|  7[Mexico 2.8]  7|Western Europe 32| 6|Taiwan 1.3| 6|Western Europe 22| 7|Hong Kong 2.2
goods) 8|India 17.3| 8|Taiwan 2.7 8|Mexico 3.0| 8|India 1.1] 8|Taiwan 1.9 8|Taiwan 2.0
9|Korea 14.5| 9|Myanmar 2.2 8|Taiwan 3.0 9|Singapore 1.0| 9|Singapore 1.8| 9|Indonesia 17
R &D (rew 10|Malaysia 12.7| 10|Philippines 2.1] 10|Korea 1.8] 9|Hong Kong 1.0 9|Malaysia 1.8| 9|India 1.7]
product 11|Singapore 12.2| 11|Malaysia 1.9| 10|Singapore 1.8| 11|Korea 0.8] 11|Hong Kong 1.3| 11|Malaysia 1.1
development) 12{Hong Kong 11.8| 12|Cambodia 1.7| 12|Malaysia 1.5 11|Malaysia 0.8] 12|Korea 1.2| 11|Korea 11
13|Philippines 8.8] 13|Western Europe 1.6| 13|Hong Kong 1.3| 13|Myanmar 0.7| 13|Myanmar 0.6] 11|Cambodia 11
R & D (change DFY_ZOll 14{Mexico 8.3| 14|Korea 1.3| 14|Myanmar 1.2| 14|Cambodia 0.6] 13|Philippines 0.6| 14(Philippines 1.0
specintonsfor (n=1.602) 15|Myanmar 7.8| 15|Cen-E. Europe | 0.9 14|Philippines 1.2| 15| Mexico 0.4| 15|Brazil 0.4| 15| Myanmar 0.9
Z(FnYzzlollfg) 16|Cen-E. Europe 55| 15|Bangladesh 0.9| 14|Brazil 1.2| 15|Philippines 0.4] 16|Mexico 0.3] 15|Mexico 0.9
17|Australia 3.9| 17|Brazil 0.7| 17|Cen.-E. Europe 1.1| 15|Brazil 0.4] 16|Cen.-E. Europe 0.3| 17|Cen.-E. Europe 0.8

» ) Efnizlolll%) 18|Brazil 3.8| 18|Hong Kong 0.4 18|Cambodia 0.8 [Cen-E Europe, Cambodia, Brazil

Logistics function ! " " Russia/CIS, e s
mFY2014 19|Cambodia 3.6 19 Australia, Turkey, 03 19|Australia 0.6] 18 Canada, ' 0.3] 18 Russia/CIS, Canada, 0.2| 18 [Russia/CIS, 0.4

(n=1,001) 20|Russia/CIS 35| |tos 19|Russia/CIS 0.6] |Bangladesh Australia Turkey
aFY2015 ASEAN-6 57.4 ASEAN-6 215 ASEAN-6 16.8 ASEAN-6 5.3 ASEAN-6 8.0 ASEAN-6 9.7
Other 7] (n=895) Developed countries| 54.0| Developed countries 7.2| Developed countries | 10.7| Developed countries 6.9] Developed countries 7.7] Developed countries 9.2
Emerging countries | 76.0] Emerging countries | 30.5| Emerging countries | 25.3] Emerging countries 8.8 Emerging countries 13.1| Emerging countries | 12.3
Sales (iotal) | g3.of FMCTUBREIE | gyl MOV ] 290l oot | 29 et oy | 163 Logities (ota) | 169
Notes: Percentage of the total number of firms which “expand overseas [Notes] 1) Percentage of the total number of firms which “expand overseas business for the next three years or so,” excluding those with no answer about functions to be expanded (895 firms).
business for the next three years or so,” excluding those with no answer 2) No country break down for Western Europe, Russia & CIS, and Central and Eastern Europe.

3) ASEANG refers to the total for the following six countries: Singapore, Thailand, Malaysia, Indonesia, the Philippines, and Vietnam (excluding duplication). 4) Highlighted cells indicate items with response rates of 10% or higher.
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about functions to be expanded.
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Comparisons of functions to be expanded in Japan and overseas

~N

overseas

M The intention to expand production (high valued-added goods) and R&D (new product development) is stronger in Japan than

According to the comparison of the functions to be expanded in Japan and overseas, the intention to expand production (high valued-
added goods) and R&D (new product development) is stronger in Japan than overseas. This tendency is especially strong in SMEs.

Total

(Multiple answers,%)

0 20 40 60 80 100
L L L L

Sales

Production
(general-purpose
goods)

Production (high
valued-added
goods)

R&D (new product
development)

R&D (change
specifications for
local market)

Logistics function

mTo be expanded overseas
(n=895)

6.1 mTo be expanded in Japan
Other (n=1,425)
4.7
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Large-scale firms

(Multiple answers,%)
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(n=346)
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Other
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Issues In the business environment in emerging countries (by issue item)

B Many firms in China and Thailand have labor issues

Vietnam and India

high, it has been decreasing slowly.

The percentage of firms answering “increased or increasing personnel costs” is 50.7% in China and 27.2% in Thailand. The percentage of
firms answering “labor shortage or difficulty in recruitment” is relatively high also in Thailand (18.6%) and China (13.9%). The number
of firms having labor issues is high in China and Thailand as in the previous year.

B The percentage of firms having issues related to infrastructure and clustering of related industries is on a downward trend in

Although the percentage of firms answering “inadequate infrastructure” or “related industries not concentrated nor developed” is still

Issues in the business environment in emerging countries (top ten countries by issue item)

(Muitiple answers, %)

Increased or increasing personnel costs Labor difficulties Labor shortage or difficulty in recruitment Inadequate infrastructures e v el Z’:gijs‘ace' LS S Umie\/ebpeip?zl;ﬁﬁ;:i BCEEEl Complexity of taxation system and tax procedures
FY2015 | FY2014 | FY2013 | FY2012 FY2015 | FY2014 | FY2013 | FY2012 FY2015 | FY2014 | FY2013 | FY2012 FY2015 | FY2014 | FY2013 | FY2012 FY2015 | FY2014 | FY2013 | FY2012 FY2015 | FY2014 | FY2013 | FY2012 FY2015 | FY2014 | FY2013 | FY2012
China 50.7: 488 | 508 49.5 |China 209| 227} 223! 34.1 |Thailand 186, 186 19.6 -|Myanmar 532| 539| 705! 60.4|China 117, 10.6 9.5 -|China 39.8| 41.9| 445| 451 |India 264 264 139 15.0
Thailand 2727 291| 293 30.1 |Indonesia 113| 126 139; 22.1 |China 139 144 143 -|India 444 448| 557 56.8|Myanmar 103 108 9.0 -|Myanmar 342| 326| 425| 39.3|China 240 250 189 232
Indonesia 1471 212 199 21.0 |Indonesia 103| 13.2| 134! 23.7 |Mexico 8.4 54 6.5 -|Cambodia 4241 449 - -|Indonesia 57 71 6.3 -|Indonesia 270| 269| 245| 27.2 |Brazl 204 179 194 195
Vietham 135; 128| 126 18.1 | Thailand 71 6.4 54 12.7 [Malaysia 72 7.6 9.5 -|Laos 37.8| 387 - - | Thailand 54 5.0 54 -|Vietnam 264| 281| 319| 27.8|Vietnam 179 170 7.9 9.8
Malaysia 1247 162| 178 15.9 [Mexico 6.7 7.8 7.27 12.8 |Vietnam 6.0 6.6 6.3 -|Vietnam 344 380| 487 436 |Vietnam 39 37 43 -(India 247 279| 287 29.6 (Indonesia 169 16.2] 111 137
Mexico 8.2 4.8 58 6.0 [Vietnam 6.4 6.8 6.5 11.9 |Indonesia 54 6.6 6.2 -|Indonesia 3401 36.2| 415! 36.4|Malaysia 35 29 21 -|Cambodia 226| 235 - -|Russia 128 118 128 16.9
Brazil 77 97| 164 14.5 (Brazil 6.3 8.1 9.9 135 |India 53 4.0 39 -|Bangladesh 333 367 - -|India 27 3.8 3.4 -|Laos 186| 174 - -|Mexico 121 102 6.5 76
India 6.5 73 77 7.9 |Philippines 6.0 51 38 8.8 |Cambodia 43 5.0 - -|Pakistan 245 263 - -|Mexico 26 34 18 -|Russia 155| 17.4| 30.7| 32.7 [Myanmar 121 120 58 9.3
Cambodia 51 37 - -|Myanmar 59 4.7 3.6 9.6 |Myanmar 42 43 3.8 -|Philippines 240( 268| 314} 286 |Cambodia 25 2.6 - - 1563| 165 - -|Thailand 9.4 9.7 4.4 56
Philippines 42 4.8 52 7.3 |Cambodia 54 4.8 - -|Laos 3.0 31 - -|Sri Lanka 228| 232 - -|Philippines 23 17 16 -|Philippines 142| 140 122| 1556 [Cambodia 89 9.1 -
Complexity of administrative procedures Problems in protection of intellectual property rights Foreign exchange at high risk Related industries not concentrated nor developed RS pmbf:;::g::g GG Rl e risl;s“;)brl::-vsironrnemal FeLri | Rl ser p:xlea:: (i)nrzgrcial TR AT
FY2015 | FY2014 | FY2013 | FY2012 FY2015 | FY2014 | FY2013 | FY2012 FY2015 | FY2014 | FY2013 | FY2012 FY2015 | FY2014 | FY2013 | FY2012 FY2015 | FY2014 | FY2013 | FY2012 FY2015 | FY2014 | FY2013 | FY2012 FY2015 | FY2014 | FY2013 | FY2012
China 351 346 - -|China 49.0| 526 513 53.1 |Brazl 236 175] 312| 21.9 [Myanmar 253| 233| 280 32.2|China 418 414 403 456 |China 229 211} 272 4.8 |China 458| 498 59.8 64.6
Indonesia 2491 213 - -|India 9.0 111 83 6.9 |China 2341 205] 205 12.3 |Cambodia 220 181 - -|India 2381 237 235 23.1 (Thailand 16.9| 21.4| 288| 416 Thailand 374 3731 464 15.3
Vietnam 249: 220 - -|Vietnam 8.6 95 8.0 8.7 |Russia 231, 224 176| 137 |Laos 189 169 - -|Russia 195, 22.0; 275 25.0 [Philippines 13.7| 189 236 14.4 |Russia 36.9| 344 275 222
India 240 266 - -|Myanmar 86| 100 8.1 8.7 |Indonesia 216] 16.2] 21.8| 124 |Vietnam 16.4| 182 | 179 23.0 (Myanmar 179] 168] 145] 210 |India 11.6 8.3 9.3 5.3 |Pakistan 339| 301 -
Russia 199 206 - -|Russia 71 6.2 58 7.4 | Thailand 127 111 131 10.4 |Bangladesh 126 151 - 178) 146 - 9.7 8.4 - -|Turkey 338| 131} 205 9.8
Myanmar 186 17.1 - -|Indonesia 6.6 7.0 6.4 6.5 |Malaysia 12.4 72 118 9.7 |Philippines 125 137| 116 15.2 (Brazl 171} 149 17.3; 18.2 (Indonesia 91| 123| 128 185 |Myanmar 329 218 327 35.8
Brazil 1571 177 - -|Cambodia 6.6 8.2 - -|Mexico 117 90| 17.0| 144 |SriLanka 115 108 - -|Vietnam 164] 142| 142 15.7 |Pakistan 52 4.6 - -|Brazil 29.6| 25.0] 275 6.7
Thailand 133 108 - -|Laos 6.1 74 - -|India 110§ 128] 215| 13.8|India 109{ 123| 114 185 |Pakistan 153 154 - -|Myanmar 51 47 4.7 5.2 [Mexico 2941 289 322 124
Philippines 12.2 9.8 - -|Philippines 59 6.4 5.2 6.4 |South Africa 10.8 8.9 157 13.9 |Indonesia 10.8 9.2 941 11.1 |Cambodia 146 127 - -|Sri Lanka 44 34 - -|Bangladesh 27.7| 188 -
Cambodia 1191 104 - -|Bangladesh 59 7.2 - -|Myanmar 10.4 881 120 8.7 |Pakistan 92| 119 - -|Philippines 1381 122| 114 154 |Vietnam 43 38 43 3.4 |South Africa 27.1| 246! 348| 187

[n(FY2015)=China:1,942, Thailand:1,267, Malaysia:838, Indonesia:997, Philippines:730, Vietnam:1042, Myanmar:663, Cambodia;514, Laos: :429, India:774, Pakistan:425, Bangladesh:444, Sri Lanka:408, Mexico:538, Brazil504, Colombia:366, Russia:523, Turkey:465, South Africa:424]

[n(FY2014)=China:1,946, Thailand:1,288, Malaysia:767, Indonesia:1,003, Philippines:687, Vietham:996, Myanmar:601, Cambodia:463, Laos:390, India:755, Pakinstan:395, Bangladesh:431, Sri Lanka:379, Mexico:502, Brazil504, Russia:500, Turkey:406, South Africa:403]

[n(FY2013)=China:2,018, Thailand:1,217, Malaysia:566, Indonesia:886, Philippines:500, Vietnam:878, Myanmar:468, India:648, Mexico:276, Brazil:324, Russia:313, Turkey:220, South Africa:210]
[n(FY2012)=China:1,304, Thailand:750, Malaysia:472, Indonesia:615, Philippines:409, Vietnam:612, Myanmar:366, India:507, Mexico:250, Brazil297, Russia:284, Turkey:225, South Africa:209]
[Notes] 1) The numbers (n) above indicates the total number of firms currently operating businesses or considering new businesses in each country.

2) "Political risks or problems in social conditions and law and order" was referred to as "Problems with political risks" in the FY2012 survey.

3) "Complexity of taxation system and tax procedures” was referred to as "Tax risks and problems" in the FY2012 and FY2013 surveys.

4) "Natural disaster risks or environmental pollution problems™ was referred to as "Problems with natural disaster risks" in the FY2012 survey.
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4. Japanese firms’ business in China

- Sluggish growth in exports to China mainly due to decreased
demand in China, although demand for
consumer products growing steadily -
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Business plans in China

M There is no great change in Japanese firms’ approach to future business in China

The percentage of firms answering “consider expanding existing or starting new business” leveled off at 45.8% compared with 46.9% in
the previous year. The percentages of firms answering “maintain the current scale of existing business” and “still undecided” also
leveled off at 21.3% and 26.5% respectively. Therefore, there is no great change in Japanese firms’ approach to future business in China.

Business plans in China (total, time-series comparison)

Nov-Dec 2004 survey
(n=636)

Urgent survey in May 2005 right
after anti-Japan demonstration
(n=407)

Nov-Dec 2005 survey
(n=705)

Nov-Dec 2006 survey
(n=622)

Nov-Dec 2007 survey
(n=640)

Nov-Dec 2008 survey (n=753)

Nov-Dec 2009 survey
(n=771)

Nov-Dec 2010 survey
(n=849)

Jan 2013 survey
(n=1,220)

Nov-Dec 2013 survey

(n=2,676)

Dec 2014 survey (n=2,249)

Dec 2015 survey (n=2,312)
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O Consider expanding existing or starting new business & Maintain the current scale of existing business

m Considering downsizing or withdrawing from existing business g Still undecided

[Notes] 1) Results of the surveys in January 2013, November-December 2013, December 2014, and December 2015 were totaled for all firms, while totals for other surveys were limited to responses from
JETRO members only. Both of them do not include "Not considering business expansion.” 2) Results through 2007 were limited to manufacturing/trading/wholesale/retail only. 3) Totals reflect adjustments

for some questions that differed by year. 4) No question about business plans has been established in FY2011.
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International trade: Exports to China

M Sluggish growth in exports to China mainly due to decreased demand in China, although demand for consumer products

steadily growing.

Among reasons for a slow increase in exports to China, reduced demand in China ranked first at 41.1%. The number is particularly high
in certain sectors including general machinery (53.4%), iron and steel/non-ferrous metals/metal products (53.3%) and cars/car parts/other
transportation machinery (53.3%). Meanwhile, the percentage of respondents who have not experienced a decrease in exports to China
reached 27.2%, and was especially high in the consumer products sector in such areas as medical products and cosmetics (54.1%) and
food and beverages (38.6%), followed by “switch to local procurement in China” (22.8%) and “Decreasing share in Chinese markets due

to competition with rival firms” (14.0%).

Reasons for not showing much increase in
exports to China (total)

0.0

(Multiple answers,%)
40.0

20.0

Reduced demand in China

Switch to local procurement in China |

Decreasing share in Chinese markets
due to competition with rival firms
(including local firms)

Importers’ withdrawal or overseas £
transfer from China

Switch to procurement from third
countries (other than China and Japan)

No decrease in exports to China |}

m Total

Other (n=1,337)

@ Large-scale firms

(n=364)
45
No answer (i1 3.6 BSMEs
.8 (0=973)

[Note] Percentage to the total number of
firms currently exporting to China
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Reasons for not showing much increase in exports to China (by industry)

(Multiple answers, %)

60.0

DEEEH) Switch to
SiELR D Importers’ procurement
Reduced STIEN D Giffices withdrawal or!  from third No decrease
No. of N local markets due to A A
N demandin o owverseas countries in exports to Other No answer
firms N procurement ; competition .
China A " o transfer from: (other than China
inChina {with rival firms . n
. . China Chinaand
(including local Japan)
firms) P

All respondent firms 1337 411 22.8 14.0 10.8 8.1 27.2 8.9 45

Manufacturing 924 415 22.4 15.2 9.6 6.7 26.6 9.8 4.1

Food & beverages 127 25.2 7.1 9.4 2.4 55 38.6 17.3 7.9

Textiles/clothing 36 222 333 13.9 16.7 13.9 222 111 2.8
'Wood & wood products/furniture &

. - 23 39.1 30.4 13.0 8.7 8.7 34.8 0.0 4.3

building materials/paper & pulp

Chemicals 83 43.4 33.7 19.3 133 7.2 28.9 48 2.4

Medical products & cosmetics 37 18.9 2.7 16.2 0.0 2.7 54.1 135 27

Coal & petroleum products/plastics/rubber products 54 50.0 31.5 20.4 20.41 9.3 11.1 11.1 0.0

Ceramics/earth & stone 19 52.6 15.8 5.3 10.5 0.0 316 10.5 5.3

Iron & steel/non-ferrous metals/metal products 920 53.3 32.2 6.7 12.2 5.6 18.9 6.7 4.4

General machinery 133 53.4 23.3 19.5 75 45 15.0 6.8 5.3

Electrical equipment 71 42.3 26.8 155 9.9 9.9 28.2 9.9 14

IT equipment/electronic parts & devices 37 35.1 16.2 21.6 16.2 8.1 32.4 5.4 5.4

Cars/car parts/other transportation machinery 60 53.3 38.3 20.0 6.7 6.7 18.3 3.3 3.3

Precision equipment 50 46.0 20.0 20.0 8.0 8.0 28.0 8.0 2.0

Other manufacturing 104 35.6 11.5 12.5 115 6.7 29.8 17.3 4.8

Non-manufacturing 413 40.2 237 11.4 136 111 28.6 6.8 53

Trade and wholesale 318 43.4 25.5 132 14.5 11.6 25.8 6.6 3.8

Retail 20 30.0 10.0 5.0 0.0 5.0 35.0 25.0 5.0

Transport 17 52.9 35.3 11.8 35.3 17.6 17.6 0.0 0.0

Communication, information & software 11 27.3 0.0 0.0 9.1 0.0 63.6 9.1 0.0]

Professional services 10 30.0: 20.0; 0.0 20.0; 10.0; 20.0 0.0, 30.0]

Other non-manufacturing 28 14.3 0.0 7.1 3.6 3.6 53.6 3.6 17.9

[Note] Highlighted cells indicate items with response rates of 35% or higher. The table only shows the industries where the number of respondent firms is 10 or more.
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5. Utilization of free trade agreements (FTAS)

- TPP also being considered for utilization in trade between
third countries such as the US and Vietnam in addition to
trade between Japan and other TPP participants -

26



Utilization of free trade agreements (FTAS):
Consideration of use of TPP for Japan’s trade

A wide range of industries are considering use of the TPP for exports from
Japan
Many companies are considering the possibility of utilizing the Trans-Pacific
Partnership Agreement (TPP) for trade between Japan and those TPP participant
countries which have no current FTAs with Japan (the US, Canada and New
Zealand), with 275 companies considering its use for exports to the US, 101 to
Canada and 58 to New Zealand.

Companies considering the use of the TPP exist in a wide range of industries,
including trade/wholesale, food & beverages, general-purpose machinery, and iron
& steel/non-ferrous metal/metal products.

As for imports, 100 companies are considering its use for imports from the US, 35
from Canada, and 23 from New Zealand.

Consideration of use of TPP with three countries which will conclude
FTAs with Japan for the first time under TPP

Exports (No. of firms)  Imports (No. of firms)
Number of Number of
Country firms condiering Country firms condiering
the use of TPP the use of TPP
US (n=701) 275| |US (n=244) 100
Canada (n=286) 101| [Canada (n=65) 35
New Zealand (n=179) 58 |New Zealand (n=36) 23

[Note] n is the number of firms which answered that they are trading with the country. The number
includes firms which need not to use FTA because no general customs duty is imposed.
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Industries considering use of the TPP for Japan’s
exports to the US, Canada, and New Zealand

(No. of firms)

?‘E Japan- us No of firms
1 iTrade/wholesale (n=130) 50
2 iFood & beverages (n=102) 44
3 iGeneral-purpose machinery (n=69) 27
4  ilron & steel/non-ferrous metal/metal products (n=52) 21
5 iChemicals (n=38) 18
~

5 Japan-Canada No offirms
1 iTrade/wholesale (n=53) 20
2 iFood & beverages (n=43) 16
3 iGeneral-purpose machinery (n=31) 11
4 iTextiles/clothing (n=10) 6
4 iCoal & petroleum products/plastics/rubber products (n=16) 6
4  ‘:iron & steel/non-ferrous metal/metal products (n=18) 6
x i

IS Japan-New Zealand No of firms
1 {Trade/wholesale (n=28) 11
2 iGeneral-purpose machinery (n=24) 10
3 iFood & beverages (n=30) 9
4 iPrecision equipment (n=12) 3
5 - -

[Notes] 1) n is the number of firms which answered that
they are trading with the country. 2) “No of firms” is the
number of firms answering “considering the use.” Industries
where n is 10 or more are ranked by the number of firms.



Utilization of free trade agreements (FTAS):
Consideration of use of TPP for trade between third countries

TPP also being considered for utilization in trade between third countries such as the US and Vietnam

Of 395 valid responses collected from companies considering the utilization of the TPP for trade among the 11 participants excluding
Japan, the most highly expected combination was export from Vietnam to the US at 82 responses— especially, in the trade/wholesale
industry (21) and the textile/clothing industry (11), followed by export from Malaysia to the US at 26. There is currently no FTA in
force between the US and Vietnam, nor between the US and Malaysia.

Supposed utilization of TPP for trade among third countries

(Multiple answers, no. of answers)

Industries considering trade among third countries

[Note] The figures are numbers of answers which firms considering use of the TPP for trading among 11 countries,
excluding Japan, gave concerning supposed combination of exporting and importing countries. Brunei is excluded

because of low response rate.
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~

Importer 5 Total (n=395) o

US [ Canada | Mexico | Chile Peru |Singapore|Malaysia | Vietnam | Australia| NZ Total 1 Trade/wholesale 116

Exporter 2 iFood & beverages 59

us 11 17 1 1 38 6 10 4 1 60 3 iCars/car parts/other transportation machinery 31

4 iTextile/clothing 26

Canada 3 - - - 5 3 1 2 - 14 5 {Chemicals 18

. x . No. of

Mexico 15 2 - - - - 1 - - 18| | & Vietnam-US (n=82) AnSWers

Chile 6 B } _ 1 1 1 _ } 9 1 {Trade/wholesale 21

2 iTextile/clothing 11

Peru 1 1 - - 1 1 - - 1 5 3 _iCars/car parts/other transportation machinery 9

4 iFood & beverages 7

Singapore 10 4 - - - 6 6 2 2 31 5 iCoal & petroleum products/plastics/rubber products 4

] 5 ilron & steel/non-ferrous metals/metal products 4
Malaysia 26 4 3 2 2 5 8 5 2 57 : :

5 {Electrical equipment 4

Vietnam 82 15 8 2 1 22 15 12 4 161 E Malaysia-US (n=26) a’r\:g\;\:rfs

Australia 9 4 - - - 5 3 5 1 27 1 iTrade/wholesale 12

Wood & wood products/furniture & building

NZ 3 2 1 ) B 3 2 ) 2 13 2 materials/paper & pulp 2

Total 155 43| 29 5 al 50| 37| 32| 271 11] 39| | 2 Chemicals 2

2 {Coal & petroleum products/plastics/rubber products 2

[Note] n is the number of answers which firms considering the use of the
TPP for tradingamong 11 countries, excluding Japan, gave concerning
supposed combination of exporting and importing countries.




6. Management localization in overseas offices

- Nearly half of companies sense need for management
localization in overseas offices -
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Management localization at overseas bases: Recognition of need for
localization

B About a half of firms recognize the necessity of further management localization

Regarding management localization in overseas bases (transfer of power, employment of local staff, etc.), 48.4% of the respondent firms
with overseas bases answered it is “necessary to localize the management of overseas bases further.” By industry, the percentage of such
firms is especially high in “cars/car parts/other transportation machinery” (73.1%). The percentage of large-scale firms recognizing the
necessity is 60.0%. As reasons for localization, many firms answered “to further incorporate local needs into management” (51.0% of the

firms already advancing localization) or “to employ excellent local staff” (49.0% thereof).

Reasons for localization (higher-ranking items)

(Multiple answers, %)
0.0 10.0 20.0 30.0 40.0 50.0 60.0

Recognition of need for localization

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

To incorporate local needs
into management further

Total
(n=1,469)

[9.1]

To employ excellent local
staff

To increase local staff’s

Large-scale firms motivation and reduce the 52.7

(n=528) turnover rate
To reduce Japanese staff’s
labor cost
SMEs
— 9
(n=941) To expand the overseas 351 H Total
sales ratio ' (n=940)

@ Large-scale

m Necessary to localize the management of overseas bases further

L. i To speed up decision- firms
B Unnecessary to localize it further because the management has been localized making (n=376)
sufficiently = SMEs
(n=564)

B No plan to localize the management

Don’t know To expand trading with
non-Japanese firms

ONo answer
[Note] Percentage to the total number of firms with overseas bases [Note] Percentage to the total number of firms answering “necessary to localize the
management of overseas bases further” or “unnecessary to localize it further because

the management has been localized sufficiently”
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Management localization at overseas bases: Efforts and issues
regarding localization

(28.7%).

B More than half of firms make efforts to employ and train local staff

Main efforts for localization are “employment of immediately useful local staff” (54.7% of the firms already beginning localization) and
“strengthening of training of local staff” (51.1%). On the other hand, main issues concerning the employment and training of local staff
are “employment of would-be leaders” (46.0%), “ability and awareness of local staff” (43.5%), and “delay in training of local staff”

Efforts for localization (higher-ranking items)
(Multiple answers, %)

0.0 10.0 20.0 30.0 40.0 50.0 60.0 70.0

Employment of immediately useful local
staff

Strengthening of training of local staff

Promotion of local staff to executives/
directors

29.4

Expansion of power transferred from head 28.2

office to local office

Issues regarding localization (higher-ranking items)
(Multiple answers, %)

0.0 20.0 40.0 60.0

Employment of would-be leaders

Ability and awareness of local
staff

Delay in training of local staff

Weakness of local planning and
marketing abilities

Japanese staff’s language ability

30.1
21.9 B Total
Enhancement of ability to develop 22' 3 (n=940)
products and services :
21.6 @ Large-scale firmg

Revision of personnel system, such as a
merit system taking localization into
consideration

16.3
194
14.2

(n=376)

BSMEs
(n=564)

Local staff’s language ability (in . Tcgal
Japanese) (n=940)
m Large-scale firms
High turnover rate of would-be (n=376)
leaders B SMEs
(n=564)

Delay in transfer of power from
head office to local office

[Note] Percentage of the total number of firms answering “necessary to
further localize the management of overseas bases” or “Unnecessary to
localize it further because the management has been localized sufficiently
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[Note] Percentage of the total number of firms answering “necessary to further localize
the management of overseas bases” or “Unnecessary to localize it further because the
management has been localized sufficiently”
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Management localization at overseas bases: Efforts and issues
regarding localization; regional HQ bases

B More than one-third of the firms with overseas bases have established regional HQ bases; by country, the largest number of

HG bases have been established in China

Of the respondent firms with overseas bases, 35.1% have regional HQ bases. By country, the firms established regional HQ bases mainly
in China (213 firms), the US (154 firms), Singapore (93 firms), and Thailand (93 firms). More than 40% of them established regional HG

bases in China.

Possession of regional HQ bases

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

Total
(n=1,469)

Large-scale
firms
(n=528)

SMEs
(n=941)

Manufacturi
ng
(n=861)
Non-
manufacturi
ng
(n=608)

W Possessing regional HQ bases
@ Not possessing regional HG bases; no answer

[Note] Percentage of the total number of firms with overseas bases
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Countries where regional HQ bases are located (higher-ranking items)
(no. of firms, possession ratio)
(Multiple answers, %)

0.0 10.0 20.0 30.0 40.0 50.0

China

(213 firms) 46.1

us

(154 firms) 456

Singapore
(93 firms) P

Thailand
(93 firms)

B Total (n=515)

Hong Kong
(38 firms) :

e ® Large-scale
Germany firms (n:204)

(37 firms) ESMEs (n=311)

UK
(30 firms)

[Note] Percentage of the total number of firms with regional HQ bases.
If a firm has regional HQ bases in two or more countries, each of them
is added to the number of regional HQ bases in each of the countries. 32
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B More than 40% of firms further strengthened regional HQ functions
Regarding the functions of the regional HQ bases, the percentage of bases with a “sales/marketing” function is overwhelmingly high
(79.4% of the total number of regional HQ bases), followed by the percentage of bases with a “financing, financial affairs, exchange”
function (32.2%) and the percentage of bases with a “personnel affairs, labor management, human resource development” function
(29.5%). Regarding future direction, 41.7% of the firms with regional HQ bases answered with “strengthen regional HQ functions.” If the
firms answering with “maintain the current state” (46.2%) are added, nearly 90% are planning to maintain and strengthen regional HQ
functions.
Functions of regional HQ bases (higher-ranking items) Future direction of regional HQ bases
(Multiple answers, %) 0% 10% 20% 30% 40% 50% 60% 70% 80% 90%  100%
0 10 20 30 40 50 60 70 80 90 (r;rzostils)
Sales, marketing
Large-scale firms
(n=204)
Finance, financial
affairs, exchange
SMEs
Personnel affairs, (n=311)
labor management,
human resource
development
mTotal
(n=887)
Distribution, logistics
. m Large-scale firms Manufacturing
Management, planning 335 (n=462) (n=304)
Procurement o (Sn’!fsz) Non—r?:glzjﬁc)turing
Production m Strengthen regional HG functions
management
= Maintain the current state
B Think it necessary to reduce regional HQ functions
BDon’t know
[Note] Percentage of the total number of regional HQ bases established by QUnknown
firms with regional HQ bases . . .
g Q [Note] Percentage to the total number of firms with regional HQ bases 33
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Management localization of overseas bases: Regional HQ bases

Functions and territories of main regional HQ bases

Europe

China  (n=213) US (n=154) Singapore  (n=93) Thailand (n=93) Hong Kong (n=38) Germany (n=37)
Rank HQ functions % |Rank HQ functions % |Rank HQ functions % |Rank HQ functions % |Rank HQ functions % |Rank HQ functions %
1|Sales, marketing 73.2 1|Sales, marketing 84.4 1|Sales, marketing 83.9 1|Sales, marketing 76.3 1|Sales, marketing 73.7 1|Sales, marketing 89.2
. Financing, financial affairs, Financing, financial affairs, . Financing, financial affairs, .
2|Production management 315 9 31.7 9 39.8 2|Production management 333 9 34.2 2|Management, planning 324
exchange exchange exchange
Financing, financial affairs, Personnel affairs, labor
exchan Z‘ ' 30.0 3[Management, planning 325 3|management, human resource |  35.5 3|Procurement 24.7 3[Procurement 316 3|Distribution, logistics 27.0
o development
Personnel affairs, labor Personnel affairs, labor Personnel affairs, labor . A . .
. - - Financing, financial affairs,
4|management, human resource | 28.2 4[{management, human resource | 31.8 4{Management, planning 28.0 4|management, human resource | 22.6 4/Distribution, logistics 28.9 exchance 243
development development development 9
Financing, financial affairs, Personnel affairs, labor
5|Procurement 21.7 5| Distribution, logistics 27.3 5| Distribution, logistics 215 exchan g' ! 20.4] 5[Tax affairs 18.4 5/management, human resource | 21.6
9 development
6|Distribution, logistics 26.3 6|Procurement 221 6| Tax affairs 19.4 5|Distribution, logistics 20.4] 5[Production management 18.4 6|R&D 18.9
Personnel affairs, labor
7|Management, planning 18.3 7| Tax affairs 20.1 7|Research, analysis 16.1 7|Management, planning 17.2 5{management, human resource | 18.4 7|Information system 18.9
development
7|Tax affairs 18.3 8[Research, analysis 14.9 8|Compliance, internal control 151 8| Technical support 15.1 8[Management, planning 15.8 7|Procurement 16.2
9|Research, analysis 10.8 9[Production management 14.3 9|Information system 14.0 9|Tax affairs 9.7 8[Research, analysis 15.8 9|Research, analysis 13.5
. . . . Production management,
10| Technical support 9.4 9|Legal affairs 14.3|  10[Procurement 11.8|  10[Research, analysis 8.6]  10|Technical support 10.5| 10 . . 10.8
technical support
Rank Territories % | Rank Territories % | Rank Territories % | Rank Territories % | Rank Territories % | Rank Territories %
1|Northeast Asia 92.5 1|North America 96.8 1|ASEAN 94.6 1|ASEAN 935 1|Northeast Asia 76.3 1|Europe 100.0;
2|ASEAN 7.5 2|South America 31.2 2|Southwest Asia 17.2 2|Oceania 6.5 2|ASEAN 474 2|Russia/CIS 18.9
Southwest Asia, Russia/CIS, 0.9 3|Central America 28.6 3|Oceania 14.0 3|Southwest Asia 5.4 3|Southwest Asia 15.8 3|Africa 8.1
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7. Utilization of foreign personnel

- Approximately 40% of companies employ foreign personnel -
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Issues regarding overseas business

B The greatest issue is to secure personnel responsible for overseas business

For issues regarding overseas business, the percentage of firms answering “personnel responsible for overseas business” is the largest
(52.8%), followed by “information on overseas systems” (51.1%) and “local business partners” (48.5%). Compared with the results of
the survey in FY2013, the percentage of firms pointing out issues in terms of personnel and information on overseas systems increased
greatly. In the case of SMEs, the percentage of firms answering “local business partners” is the largest, at 49.3%.

In the cars/car parts/other transportation machinery industry, the percentage of the firms that regarded “personnel responsible for
overseas business” as an issue 1s 71.6%, remarkably higher than in the other industries. In the retail industry, the largest percentage of
firms (52.5%) regard “information on overseas systems” as an issue. In the food & beverage industry, the largest percentage of firms
(59.3%) consider “local business partners” an issue.

Issues regarding overseas business (time-series comparison) Issues regarding overseas business (by firm size)

(Multiple answers, %)
(Multiple answers, %)

80
0 10 20 30 40 50 60
Personnel responsible for overseas Personnel responsible for overseas
pon: business
business 52.8
Information on overseas systems Information on overseas systems
(tariff rate, regulations (tariff rate, regulations, permissions,
permissions, etc.) 511 etc)
Local business partners (alliance Local business partners (alliance
partners) partners)
Information on local markets " . local "
(consumers’ preferences, needs, I'_1 ormitlon on local markets
etc.) (consumers’ preferences, needs, etc.)
Expansion of local sales networks Expansion of local sales networks
Cost competitiveness Cost competitiveness
Goods for local markets
Goods for local markets
Awareness of products and brands
Awareness of products and brands
Raising of necessary funds
Raising of necessary funds .
2
0207000 ol (1=3.005)
Oth '
e BFY2013 )
= Other
(n=3.471) @ Large-scale firms (n=638)
Nothing in particular
mFY2015 o 45
(n=3,005) Nothing in particular 4.4 SMEs (n=2,367)
9.7 46
No answer
48
No answer §
[Note] Percentage to the total number of respondent firms V753

COpyI‘Ight (C) 2016 JETRO A” rlghtS reserved. [Note] Percentage to the total number of respondent firms
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Issues regarding overseas business

Issues regarding overseas business (by industry)

(Multiple answers, %)

Information on Information on .
- Local business . Human
local markets overseas systems | Raising of Expansion of Awareness o
No. of K Goods for § partners resources for Cost Nothing in
X (consumers (tariff rate, necessary . local sales .. of products . Other | No answer
firms local markets . (alliance overseas | competitiveness particular
preferences, regulations, funds artners) networks operations and brands
needs, etc.) permissions, etc.) P P
Total 3,005 47.1 215 51.1 18.4 48.5 38.8 52.8 325 27.4 451 19 4.8
Manufacturing 1,633 51.6 325 54.8 185 49.7 46.5 57.3 40.4 35.9 271 19 2.8
Food & beverages 361 57.6 38.8 55.1 211 59.3 49.6 54.3 26.6 40.7 17 39 3.0
Textiles/clothing 84 50.0 27.4 48.8 16.7 51.2 42.9 42.9 28.6 34.5 4.8 2.4 24
Wood & wood products/furniture & building
materials/paper & pulp 62 56.5 32.3 54.8 27.4 43.5 45.2 48.4 38.7 38.7 1.6 0.0 3.2
Chemicals 102 61.8 36.3 59.8 9.8 48.0 45.1 65.7 422 28.4 10 10 1.0
Medical products & cosmetics 57 50.9 33.3 59.6 10.5 56.1 40.4 43.9 45.6 57.9 18] 00 1.8
Con) & petroleum products/plasticsuober | gg 523| 326 535, 209 46.5 500 547 45| 305 12| 00| 35
products . . : : . : : : : . : .
Ceramicsfearth & stone 27 48.1 111 407 1438 44.4 51.9 5.3 51.9 333 00| 00 7.4
Iron & steel/non-ferrous metals/metal 179 47.5 26.3 46.9 21.2 4.7 42.5 59.2 43.0 27.9 5.0 1.1 2.8
General machinery 170 46.5 32.9 54.1 18.2 48.8 53.5 64.7 52.9 34.1 1.8 0.6 24
Electrical equipment 103 49.5 46.6 61.2 16.5 49.5 50.5 62.1 53.4 45.6 19 19 2.9
IT equipment/electronic parts & devices 52 51.9 32.7 61.5 135 51.9 46.2 55.8 48.1 32.7 1.7 0.0 1.9
Cars/car parts/other transportation
machinery 102 37.3 15.7 637 16.7 314 37.3 71.6 51.0 20.6 29| 29 2.0
Precision equipment 67 43.3 28.4 56.7 10.4 44.8 41.8 56.7 41.8 37.3 451 15 0.0
Other manufacturing 181 54.1 32.0 52.5 22.1 50.3 45.3 54.7 35.9 34.8 33 28 5.0
Non-manufacturing 1,372 41.8 21.4 46.6 18.2 47.0 29.6 47.4 23.3 17.2 6.7 1.8 7.1
Trade and wholesale 687 45.9 27.4 45.7 16.2 46.9 37.0 45.6 26.9 17.9 5.7 1.6 4.9
Retail 99 39.4 25.3 52.5 19.2 49.5 30.3 44.4 19.2 20.2 51, 20 111
Construction 78 41.0 15.4 53.8 17.9 52.6 28.2 67.9 423 16.7 38| 26 10.3
Transport 74 27.0 9.5 36.5 16.2 37.8 16.2 40.5 27.0 6.8 81| 14 10.8
Finance & insurance 86 27.9 5.8 46.5 35 26.7 7.0 45.3 35 35 1741 23 15.1
Communication, information & software 78 46.2 20.5 50.0 26.9 55.1 32.1 52.6 19.2 32.1 64 13 7.7
Professional services 74 36.5 8.1 44.6 17.6 56.8 23.0 47.3 135 14.9 9.5 2.7 2.7
Other non-manufacturing 196 40.8 17.9 47.4 29.1 49.5 20.4 48.5 17.3 18.4 6.1, 20 1.7

[Note] Highlighted cells indicate items about which the response rate is the largest.
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Hiring of foreign employees

(34.1%) and engineers (26.6%).

M Approximately 40% of companies employ foreign personnel

The percentage of firms answering “currently hiring foreign employees” is 44.4%. The percentage is especially high in manufacturing
industries, such as cars/car parts/other transportation machinery (74.5%) and precision equipment (64.2%). The percentage of large-scale
firms “currently hiring foreign employees” is 72.7%, while the percentage of such SMEs was only 36.7%. However, the percentage of
SMEs answering “expecting to consider recruitment of them” is 22.6%, which indicates their high interest.

Alook at the positions of foreign employees at the firms employing them shows that 60.8% of the firms answered “general
administrative staff (such as the international affairs staff) include one or more foreign employees,” followed by general plant staff

Hiring of foreign employees
(compared with previous year)

(%) 0 5 10 15 20 25 30 35 40 45 50

422
Currently hiring foreign employees

44.

208
BFY2014

Not currently hiring foreign employees
(n=2,995)

but expecting to consider recruitment of
them

200 mFY2015

(n=3,005)

212

Not currently hiring foreign nationals and
not planning to consider it in the future

296

[Note] Percentage to the total number of respondent firms in this survey
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Hiring of foreign employees
(total, by firm size)

% 0 20 40 60 80

Currently hiring foreign employees

m Total (n=3,005)

Not currently hiring foreign employees
but expecting to consider recruitment of

@ Large-scale
them 9

firms(n=638)
SMEs (n=2,367)

29.6

[Note] Percentage to the total number of respondent firms in this survey

Not currently hiring foreign nationals and
not planning to consider it in the future

34.1

Positions of foreign employees
(total, by firm size)

(Multiple answers,%)
0 10 20 30 40 50 60 70 80 90

Directors include one or more foreign
employees

Management at division/
department manager level includes one or
more foreign employees

Engineers include one or more foreign
employees

General administrative staff includes one or

N 77.2
more foreign employees

mTotal (n=1,333)

General plant staff includes one or more

" @ Large-scale firms
foreign employees

(n=464)

) e msvesien

[Note] Percentage to the total number of firms answering “currently hiring foreign employees™
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Benefits and needs of hiring and employing foreign employees

B The number of firms that regard expanded sales channels to be a benefit of employing foreign employees increased.
As a benefit of hiring and employing foreign employees, the percentage of firms answering “expanded sales channels” to the total number
of firms considering hiring or employing foreign employees increased to 46.0% from 40.9% in the previous year. By firm size, 44.5% of
the large-scale firms answered “improved international negotiating ability,” while 47.6% of the SMEs answered “expanded sales
channels.” As for the need of foreign employees, the largest portion of the respondent firms, at 47.9%, have hired (or are considering
hiring) foreign students in Japan. The percentage of such firms is 58.7% in the case of the large-scale firms.

Benefits of hiring/employing foreign employees

(compared with the previous year)

(Multiple answers,%)

0 10 20 30 40 50

Expanded sales channels

Improved international negotiating
ability

Improved language ability

Strategic preparation for
localization of management

Lowering psychological barriers
among Japanese employees in
communication with foreign
nationals

Financial effects (sales, business
performance, etc.)

Increased motivation among
Japanese employees

Contributions to development of
new products

Improved problem-solving ability

BFY2014 (n=1,887)
Other

55 mFY2015 (n=1,934)

[Note] Percentage of the total number of firms answering “currently hiring

foreign employees” or “expecting to consider recruitment of them”

Copyright (C) 2016 JETRO. All rights reserved.

Benefits of hiring/employing foreign employees
(total, by firm size)

(Multiple answers, %)
0 10 20 30 40 50

Expanded sales channels

Improved international
negotiating ability

Improved language ability

Strategic preparation for
localization of management 2

Lowering psychological
barriers among Japanese
employees in communication
with foreign nationals

Financial effects (sales,
business performance, etc.) 2

Increased motivation among
Japanese employees

Contributions to development
of new products

Improved problem-solving
ability m Total (n=1,934)
m Large-scale firms (n=530)

SMEs (n=1,404)

[Note] Percentage of the total number of firms answering “currently hiring

foreign employees” or “expecting to consider recruitment of them”

Need of foreign employees
(total, by firm size)

(Multiple answers, %)

0 10 20 30 40 50 60 70

Hiring foreign students studying in Japan

Hiring foreign nationals in Japan (not
including foreign students studying in
Japan)

Hiring foreign nationals resident overseas

46 mTotal (n=1,934)

m Large-scale firms
(n=530)

SMESs (n=1,404)

[Note] Percentage of the total number of firms answering “currently hiring

foreign employees” or “expecting to consider recruitment of them”
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easures Tor encouraging foreign employees to stay with tfirms,
Issues regarding employment

B Measures include the presentation of career plans or a training policy and the establishment of a counseling system

Regarding measures for encouraging foreign employees to settle with firms, the firms answering “carrying out no special measures”
account for 38.3% of the firms employing foreigners, followed by “presentation of career plans or a training policy” (20.1%) and
“establishment of a counseling system” (19.2%). A high percentage of large-scale firms are carrying out these measures.

M Issues include the sharing of the organizational vision and communication with Japanese employees

Regarding issues in hiring/employing foreign employees, many firms answered with “difficult to share the organizational vision” (20.1%
of the total number of respondent firms) and “frequent troubles in communication with Japanese employees” (19.0%). Regarding policy
for coping with “language problems” with foreign employees, many firms answered “employment of staff proficient in both Japanese and
other languages” (26.6% of the total number of firms recognizing language problems) and “provision of Japanese training to foreign
employees” (20.8%). On the other hand, the percentage of firms answering “carrying out no special measures” is also high, at 36.3%. The
percentage is especially high in the case of SMEs, at 39.3%.

Measures for encouraging foreign employees to settle

with firms (by firim size) Issues in hiring/employing foreign employees (by firm size)

Policy for coping with language problems (by firm size)
(Multiple answers,%)
(Multiple answers, %) (Multiple answers, %)

0 10 20 30 40 50
0 5 10 15 20 25 0 5 10 15 20 25 30 35 40 45

Presentation of carrier plans and
atraining policy

Establishment of a counseling
system, such as interviews with
superiors and a mentor system 7777

Establishment of a living
environment, such as housing
and commuting means /

Improvement of treatment, such
as wages and welfare programs

Assignment to the department of
one’s choice

Top executives’ commitment to
employment and promotion of = §
foreigners

Consideration for religions and
lifestyle

Improvement of training, such
as support of Japanese language
study 7

mTotal (n=1,333)

Regular interviews by the

@ Large-scale firms
personnel department 9

(n=464)
=
Promotion of use of many @SMEs (n=869)
languages and common use of
English within the firm

Carrying out no special 383
ving P 371

easures G 39.0

[Note] 1) Percentage to the total number of firms answering “currently hiring foreign employees™ 2) Top
ten items chosen by many firms
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Difficult to share the

organizational vision 7////////////////////////////////////////////////////////////% )

Frequent troubles in
communication with Japanese
employees

Don’t know how to treat
foreigners or manage personnel
affairs

The turnover rate is high
because many foreigners wish to
return home or change their jobs =

in the future

Their Japanese ability has not
reached the required level

Difficult to deal with application

for permission for living in
Japan, such as acquisition ofa &
working visa

Financial effects (on sales,
performance, etc.) are unknown =

Don’t know how to recruit
foreigners

No (or few) applications for
recruitment mTotal (n=3,005)
m Large-scale firms (n=638)

Other § BSMESs (n=2,367)

[Note] Percentage to the total number of respondent firms in this survey,

Employment of staff proficient in both Japanese and
English

Provision of Japanese training to foreign employees

Provision of foreign language training to Japanese
employees

Improvement of efficiency of communication by
establishment of a manual

Utilization of interpreters

A certain level of foreign language ability as condition
for promotion or pay raise

mTotal (n=857)

Promotion of common use of English within the firm )
, mLarge-scale firms
(n=158)

Promotion of investments in information systems, such as BSMEs (n=699)

automatic translation

Carrying out no special measures

[Note] Percentage to the total number of firms answering “frequent troubles in com
4 ¢ d

d “their Japanese ability has not reached the required level
hiring/employing foreign employeees
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Common use of English within the firm

(23.5%) and electric machinery (20.4%).

M The percentage of firms carrying out measures for common use of English is 8.7%
Regarding measures for common use of English, 64.6% of the respondent firms answered “carrying out no measures and not planning to
do so.” The percentage of firms carrying out some measures is 8.7%. Main measures include “making a rule of using English for
communication with overseas bases about daily operations” (2.5%) and “writing the organizational vision and company rules in English”
(2.5%). In addition, 14.7% of the respondent firms answered “not carrying out measures but are considering doing so.”
M The percentage of firms carrying out measures for common use of English is high
By firm scale, the percentage of firms carrying out measures for common use of English is 17.9% in the case of large-scale firms, while it
was 6.1% in the case of SMEs. By industry, the percentage is high in such industries as cars/car parts/other transportation machinery

Measures for common use of English

m Carrying out measures

@ Not carrying out measures but considering doing so
m Carrying out no measures and not planning to do so
O No answer

[Note] Percentage of the total number of respondent firms
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Measures for common use of English (by firm size)

(Multiple answers, %)

Total Large-scale firms _
(n=3,005) (n=638) SMESs (n=2,367)
Carrying out measures 8.7 17.9 6.1
Making a rule of using English for communication with 25 44 20
overseas bases about daily operations ’ ) )
Writing the organizational vision and company rules in English 25 8.6 0.9
Using English for employment examination 1.2 1.7 1.0
Preparing offical in-house circulars in English 11 2.7 0.7
Using English at in-house meetings, excluding meetings of the
board of directors 0.8 25 0.3
Constructing accounting, personnel and other management
systems in English 0.7 24 03
Holding meetings of the board of directors in English 0.6 1.4 0.4
Preparing in-house approval documents in English 0.5 1.1 0.3
Other 3.3 6.1 2.5
Not carrying out measures but considering doing so 14.7 17.6 13.9
Carrying out no measures and not planning to do so 64.6 54.9 67.3
No answer 12.0 9.6 12.7
[Note] Percentage of the total number of respondent firms
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8. CSR policies

- Over 70% of large firms have CSR policies -
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Firms’ policies concerning CSR

. J

M Over70% of large firms have CSR policies

Among respondents, 34.7% have a policy regarding corporate social responsibility (CSR). Adding companies considering preparing CSR
policies (28.4%), the number increases to 63.1%. Of large companies, 73.4% have already developed such policies.

B Many firms adopt measure “ensuring appropriate working practices and safety and health of employees” and “approaches to
environmental conservation and protection” as CSR policies

Among respondents either possessing or considering adopting CSR policies, the most commonly cited topics covered by, or under
consideration for, these CSR policies are “ensuring appropriate working practices and safety and health of employees” at 71.9%,
followed by “approaches to environmental conservation and protection” (68.4%) and “considerations to and participation in local
communities” (62%). While manufacturers of machinery and equipment and constructors place the greatest importance on environment
conservation, textile/apparel companies, retailers, and finance/insurance companies place the greatest importance on “respect for human

rights,” “protection of consumer safety and information,” and “consideration for and participation in the community,” respectively.
Adoption of CSR policies Topics specified in CSR policies (by industry) (Multie answers, %)
(%) aEnsuri.ng Considerati
px;ﬁs:";te Approaches to Onfi'r ::1 fon Protection of | Prevention of
00 20 0 @0 80 S e e P T O R P
SEVELY B and protection M e information trade
health of community
employees
Total 1,895 71.9 49.6 68.4 62.0 47.8 435 2.2 3.1
Adopted policies 73.4 Manufacturing 1,101 74.5 51.0 72.6 63.6 51.7 43.0 17 3.2
Food & beverages 245 73.5 40.0 56.7 59.2 67.3 32.2 12 2.4
Textile/apparel 43 72.1 74.4 55.8 65.1 48.8 44.2 4.7 0.0
Lumber & wood products/furniture & buildin
neterilspaper & puly o 34 88.2 67.6 70.6 735 58.8 50.0 0.0 2.9
Chemical products 79 835 62.0 89.9 69.6 58.2 58.2 2.5 13
Medical products/cosmetics 45 60.0 42.2 64.4 55.6! 57.8 37.8 6.7 4.4
Not adopted policie.sY but Petroleum & coal products/plastic products/rubber 59 84.7 610 814 62.7 373 a1 0.0 17
under consideration products
Ceramic, stone & clay products 16 81.3 50.0! 100.0 68.8 313 62.5 0.0 0.0
Iron & steel/non-ferrous metal/M etal products 121 75.2 45.5] 76.0 62.8 30.6 35.5 0.8 5.0
General-purpose machinery 117 69.2! 54.7 77.8 70.1 45.3 47.0 3.4 3.4
Electric machinery 70 73.6 48.6 81.9 59.7 54.2 50.0 0.0, 5.6
Communication equipment/electronic parts & devices 35 80.0! 77.1 91.4! 74.3 60.0: 62.9 2.9 5.7
Neither adopteq poligies nor Aut.omohiles/automobile parts/other transportation 78 80.8 52.6 80.8 73.1 47.4 50.0 1.3 1.3
under consideration equipment
Precision machinery 45 75.6 46.7 71.1 62.2 51.1 53.3 0.0 0.0
Other manufacturing 114 65.8 474 71.1 56.1 48.2 36.0 1.8 6.1
Non-manufacturing 794 68.2 47.6 62.6 59.8 42.3 44.3 2.8 3.0
Trade/wholesale 370 69.2 47.3 61.9 54.3 435 42.2 19 3.0
= Total (n=3,005) Retai 45 64.4 22 60.0 622 733 5.1 22 6.7
. Construction 56 69.6 51.8 85.7 71.4 375 55.4 18 0.0
No answer 6.0 | La_’ggésca'e firms Transport 51 80.4 51.0 725 62.7 215 54.9 5.9 2.0
8.4 a (Snl\;lES ()n:2 367) Finance/insurance 59 50.8 42.4 76.3 89.8 37.3 37.3 6.8 3.4
' Communications/information/software 49 72.0 56.0 54.0 44.0 30.0 44.0 4.0 6.0
Professional services 43 62.8 51.2 46.5 60.5 32.6 44.2 2.3 4.7
Other non-manufacturing 121 69.7 45.1 53.3 60.7 46.7 42.6 2.5 1.6

[Note] Percentage of the total number of respondents. - — - - — — - 43
[Note] Percentage of the total number of firms answering that they “adopted policies” or “under consideration”; highlighted cells indicate the largest response rate in each
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