JETRO

Japan External Trade Organization

FY2013 Survey on the International
Operations of Japanese Firms
— JETRO Overseas Business Survey —

February 27, 2014

Japan External Trade Organization
(JETRO)

Copyright (C) 2014 JETRO. All rights reserved.



[Reproduction without permission is prohibited]

Contact details for inquiries :

Japan External Trade Organization (JETRO)
International Economic Research Division
Overseas Research Department

12-32 Akasaka 1-Chome, Minato-ku, Tokyo 107-6006
TEL: +81-3-3582-5177
E-mail : ORI@jetro.go.jp

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 less or damages incurred by readers
through the use of such information in any manner.

Copyright (C) 2014 JETRO. All rights reserved. 2



Survey outline and profile of the respondent firms

Survey outline

Profile of respondent firms

1. Survey targets
A total of 9,800 firms (headquarters) with keen interest in overseas
business

The FY2013 survey covered 3,397 JETRO member firms plus 6,403
firms using JETRO services.

- This survey has been conducted since FY2002 directed at JETRO
member companies and this year marked its 12th edition. From
FY2011, JETRO has expanded the number of subject firms.

2. Survey topics

(1) Efforts for international trade

(2) Efforts for overseas expansion

(3) Future promising markets and related issues
(4) Business in China

(5) Business environment in emerging countries
(6) Free trade agreement (FTA) utilization

3. Period

November 30, 2013 to December 27, 2013

4. Response

Number of valid replies: 3,471 (of which 1,315 are JETRO member
firms)

Response rate : 35.4%

* Due to rounding, percentages stated in figures of this document do not
necessarily add up to 100%.
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No. of Firms % SMEs
All respondent firms 3,471 100.0 | (2,791)
Manufacturing 2,101 60.5 (1,742)
Food & beverages 432 12.4 (397)
Textiles/clothing 118 3.4 (110)
Wood & wood products/furniture & building materials/paper & pulp 76 2.2 (63)
Chemicals 113 3.3 (77)
Medical products & cosmetics 60 1.7 (46)
Coal & petroleum products/plastics/rubber products 112 3.2 (93)
Ceramics/earth & stone 60 1.7 (51)
Iron & steel/non-ferrous metals/metal products 238 6.9 (207)
General machinery 222 6.4 (179)
Electrical equipment 119 3.4 (90)
IT equipment/electronic parts & devices 82 2.4 (48)
Cars/car parts/other transportation machinery 154 4.4 (105)
Precision equipment 91 2.6 (76)
Other manufacturing 224 6.5 (200)
Non-manufacturing 1,370 39.5 (1,049)
Trade and wholesale 769 22.2 (641)
Retail 110 3.2 (80)
Construction 93 2.7 (64)
Transport 98 2.8 (69)
Finance & insurance 65 19 (6)
Information & software 31 0.9 (24)
Professional services 50 14 (41)
Other non-manufacturing 154 4.4 (124)
Large scale firms 680 19.6 -
Small and medium-sized enterprises (SMEs) 2,791 80.4 -

Note: Small and medium-sized enterprises (SMESs) are classified as such based on the definition given
in the Small and Medium-Sized Enterprise Basic Act of Japan. In concrete terms, a firm which meets
either of the following employee or capital criteria by industry is regarded an SME.

Manufacturing and other industries: 300 employees or fewer, or 300 million yen or less

Wholesale: 100 employees or fewer, or 100 million yen or less

Retail: 50 employees or fewer, or 50 million yen or less

Services: 100 employees or fewer, or 50 million yen or less
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Profile of respondent firms (status of current exports and overseas expansion)

Firms with export
operations

Overseas bases by function

/ Sales base \

No answer

i ) L Production base
Total: 2,539 firms (1) China (766 firms) (1) China (719 firms)
Without export M Large-scale firms: 509 firms (2) US (441 firms) (2) Thailand (301 firms)
operations SMEs: 2030 firms (3) Thailand (411 firms) (3) US (202 firms)

(4) Taiwan (317 firms)
(5) Hong Kong (301 firms)
(5) Western Europe (301 firms)

(4) Vietnam (177 firms)
(5) Indonesia (175 firms)

'
Total

(n=3,471)

74.9%
Large-
scale firms 72.0%

80.0 -

73.1% .
70.0 4 g4.9/--: m Total (n=1,786)
With export

operations 60.0 - —54.0 o Large-scale firms (n=583)

50.0 - & SMEs (n=1,203)

Firms with overseas 40.0 -
bases l

30.0 -

Total: 1,786 firms
Large-scale firms: 583 firms
SMEs: 1,203 firms

Without overseas 20.0 -

bases

10.0 4

0.0

|

(n=3.471) Sales Production R&D Regional HQ Other

85.7%
R&D base

(1) China (105 firms)

(2) US (69 firms)

(3) Thailand (44 firms)

(4) Western Europe (40 firms)

(5) Koreas (19 firms)

Regional HQ

(1) China (116 firms)

(2) US (95 firms)

(3) Singapore (82 firms)

(4) Western Europe (80 firms)
(5) Thailand (51 firms)

scale firms

With overseas
bases
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(1) Efforts for international trade - Current export destinations

O 90% of firms, both large-scale and SMEs, export to the Asia Pacific.
O The top export destination is China (61.4%), followed by Taiwan (50.1%), Thailand (47.7%), and Korea (46.5%)

Export destinations (separated by developed/emerging countries and region)

(Multiple answers, %)

100.0 -

Asia
Oceania

Developed
countries

Emerging
countries

orth America Europe & Middle East &

m Total (n=2,539)

B Large-scale firms (n=509)

B SMEs (n=2,030)

Russia Africa

Note: Of the total 28 countries and regions surveyed, 8 countries and regions are defined as developed countries: Hong Kong, Taiwan,

Korea, Singapore, Australia, US, Canada, and Western Europe.

The other 20 countries and regions are defined as emerging countries: China, Thailand, Malaysia, Indonesia, Philippines, Vietnam,
Cambodia, Myanmar, India, Pakistan, Bangladesh, Mexico, Brazil, Chile, Central-Eastern Europe, Turkey, Russia & CIS, Middle East,

Africa, and others.
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0.0

Export destinations (by country and region)

(Multiple answers, %)

10.0 20.0 30.0 40.0 50.0 60.0

70.

China
'Taiwan
Thailand

Korea

us

Hong Kong
Singapore
Western Europe
Malaysia
Indonesia
Vietnam
Philippines
India

Australia
Middle East
Canada
Central-Eastern Europe
Mexico

Russia & CIS
Brazil

Africa

Turkey
Pakistan

Chile
Myanmar
Bangladesh
Cambodia

61.4
50.1
41.7
46.5
44.6

37.0
36.5
34.0
335
313
24.7
24.6
22.4
177
17.2
15.8
15.7
154
141
11.3
10.6
8.1
7.1
6.9

6.7
4.8 (Numbers show the firms currently exporting: n=2,539)




(1) Efforts for international trade - Future export plans

O Firms intending to expand exports (in about the next three years) increased from 70.1% to 77.2%.
O Intention to expand exports increased even more among small and medium enterprises (SMESs) (67.3 % increased to 76.4%)

Policy on exports for about the next 3 years, including FY2013

FY2010 survey
(n=956)

FY2011 survey
(n=968)

FY2012 survey
(n=959)

FY2013 survey
(n=1,126) 38
0 10 20 30 40 50 60 70 80 90 100
O Expand operations B8 Maintain current scale B Consider downscaling or ceasing %)
0
m Intend to begin exports ONo plan to export in future
[ Large-scale firms ] [ SMEs ]

FY2012 |
(n=658) |

FY2012 |0
(n=301) |

Fy2013 ||
(n=742) |-

FY2013 |
(n=384) |-

(%) (%)
Note: For comparison with the results of past surveys, only responses from JETRO member firms were taken into account. This excludes responses from firms not in an industry that
exports and those that did not answer. The results have been aggregated, while partly adjusting question items which differ from year to year.
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(1) Efforts for international trade - Reasons of export expansion

O The biggest reason for export expansion was increasing overseas demand (78.7%), followed by decreasing domestic demand (52.7%).
O The percent saying an increase in overseas demand was a reason rose from 67.2% to 78.7%, and those saying decreasing domestic
demand was a reason fell from 59.8% to 52.7%.

By firm size

0.0

20.0

40.0

60.0

80.0

(Multiple answers, %)

100.0

Increasing overseas demand

Decreasing domestic demand

Parent or client companies entering
overseas market

Higher profitability in overseas markets

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

Low profitability in domestic markets

Other I 1.3

No answer

Notes: (1) For comparison with the results of past surveys, only responses from JETRO member firms were taken into account.

m Total (n=930)

@ Large scale firms (n=311)

& SMEs (n=619)

.1 884

Reasons for expansion of exports

Compared to previous (FY2012) survey

Increasing overseas demand

Decreasing domestic demand

Parent or client companies entering
overseas market

Higher profitability in overseas
markets

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

Low profitability in domestic

markets

Other

No answer

0.0

(Multiple answers, %)

20.0 40.0 60.0 80.0 100.0

67.2

13.8

12.3
10.2

B FY2012 (n=756)
mFY2013 (n=930)

(2) The variable “n” indicates the number of companies answering that they intend to expand exports and those who want to start exporting in the future.
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(1) Efforts for international trade - Influence of exchange rate fluctuations

O 28.8% of the firms reported that business results improved due to the weaker yen since the end of the year 2012. More than 20% of
firms (22.9%) said it hurt their results.
O 49.1% of the large-scale firms said it helped their results. 23.8% of SMEs reported that it helped results, but 24.8% said that it hurt.

Influence of weaker yen since end of 2012

Total (n=3,471)

— Large scale firms (n=680)
[By firm size

SMEs (n=2,791)

r Maufacturing (n=2,101)

EBy industry

INon-manufacturing (n=1,370)

e
T

60.0 70.0 80.0 90.0 100.0

0.0 10.0 20.0 30.0 40.0 50.0

(%)

B Results greatly improved @ Results improved somewhat B No particular impact O Results fell somewhat Results fell greatly ONo answer

Note: (1) The variable “n” indicates total firms, regardless of whether they are exporting or importing.
(2) Due to rounding, the percentages stated in the figures in this document do not necessarily add up to 100%.
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(1) Efforts for international trade - Influence of exchange rate fluctuations (by export, import operations)

O Among firms only exporting, 29.8% reported better business results due to the weaker yen, whereas 10.1% reported a decline in results.
O Among firms only importing, 3.6% reported it helped results, whereas 63.5% reported it hurt them.

Influence of weaker yen — firms only exporting

Total
.5
(n=974) 243
W ——
Improved results: 28.9%
Large scale firms
(n=94)

. 0

Manufacturing
(n=711)

Non-manufacturing
(n=263)

Influence of weaker yen — firms only importing

= |

| 1.297% |
—_— s
00 10.0 200 30.0 40.0 50.0 60.0 70.0 80.0 90.0 100.0

(%) Total

(n=359)
W Results greatly improved W Results improved somewhat B No particular impact O Results fell somewhat Results fell greatly ONo answer
_____________
. . s s . . : ) i
Note: (1) The variable n indicates firms exportu}g but t}ot 1mp.0mr}g. Large Si"‘z'i firms %/// %/
(2) Due to rounding, the percentages stated in the figures in this document do not (n=28) Y ///////////%

necessarily add up to 100%.

SMEs
(n=331)

“Manufacturing (n=160)

_  Non-manufacturing
(n=199)

=

0. 90.0 100.0

(%)

Note: (1) The variable “n” indicates firms importing but not exporting.
(2) Due to rounding, the percentages stated in the figures in this document do not
necessarily add up to 100%.
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(2) Efforts for overseas expansion - Current overseas bases and locations

O 86.6% of firms with overseas bases are in emerging countries, and 91.7% have locations in the Asia Pacific.

O 2 out of 3 firms with overseas bases are in China.

Location of overseas bases
(separated by developed/emerging country and region)

(Multiple answers, %)

100.0 - 94.2 96.6
9171 g9.4 m Total (n=1,786)

90.0 - 86.6|:::
77.9 :

O Large-scale firms (n=583)

80.0 - BSMEs (n=1,203)

70.0

60.0 87
50.0
40.0

30.0

20.0

10.0

0.0

Asia Pacific
North America &
Europe &
Russia
Africa

Latin America
Middle East &

17 %]

5] 8]
‘= =
- -
c c
= =}
o o
o o
he] o
g =
k=] >
[} (5]
> S
L i
[a]

Note: Of the total 28 countries and regions surveyed, 8 countries and regions are defined as developed countries:
Hong Kong, Taiwan, Korea, Singapore, Australia, US, Canada, and Western Europe.

The other 20 countries and regions are defined as emerging countries: China, Thailand, Malaysia, Indonesia,
Philippines, Vietnam, Cambodia, Myanmar, India, Pakistan, Bangladesh, Mexico, Brazil, Chile, Central-Eastern
Europe, Turkey, Russia & CIS, Middle East, Africa, and others.
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Central-Eastern Europe

Country and region of overseas bases
(%)

0.0 10.0 20.0 30.0 40.0 50.0

60.0 70.0 80.0

China
Thailand
us
Taiwan

67.3

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

Russia & CIS 53 (Multiple answers, n=1,786)
Middle East 5.1

Notes: 1) Countries and regions recorded as locations, with 5% or more response ratio.

2) Figure includes only firms with overseas locations (1,786 firms).
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(2) Efforts for overseas expansion - Future overseas expansion policy

O 64.9% of firms intend to expand overseas operations (new investments, adding to existing operation bases).
O Large-scale firms and SMEs willing to expand overseas operations declined compared to the previous survey, but maintain a high

level.
Future overseas expansion policy for about the next 3 years, including FY2013
2.6
FY2009 [
survey |-
(n=935)
FY2010
survey
(n=1,002) | 2.2]
FY2011
survey |-
(=1,034) [
FY2012
survey |-
(n=1,139) [-.
FY2013
survey -
(0=1,315) [T T T T L L L L T
0 10 20 30 40 50 60 70 80 90 100
(%)
O Expand operations @ Maintain current scale "
& Consider downscaling or ceasing operations B No investment overseas
m Other O No answer
[ Large-scale firms J SMEs J
-
FY2010 |- FY2010 |-
(n=411) |- (n=591)
Fy2o1t [ FY2011
(n=349) (n=685)
Fy2012 [ Fy2012
(n=417) | (n=722) |
FY2013 [ Fy2013
(n=491) |- (n=824) |-

(%)

Note: For comparison with the results of past surveys, only responses from JETRO member firms were taken into account.
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® Consider downscaling or ceasing operations

O Expand operations
ONo answer

(2) Efforts for overseas expansion - New overseas expansion plans

to expand new business overseas. Viewed by industry, about 15% of both manufacturing and non-manufacturing

O 14.8% of all the firms intend to expand new overseas bus
firms intend to expand new business overseas.

|
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Note: For comparison with the results of past surveys, only responses from JETRO member firms were taken into account.
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(2) Efforts for overseas expansion - Future domestic business expansion

O About 50% of firms intend to expand their domestic business (new investments, adding to existing operating bases). Firms willing to
expand their domestic business tended to increase.
O The ratio of SMEs working to expand their domestic business (49.5%) is higher than large-scale firms (46.6%).

Future domestic expansion policy for about the next 3 years, inLthing FY2013

FY2009 survey -
(n=935)
FY2010 survey
(n=1,002)
FY2011 survey |-
(n=1,034)
FY2012 survey .
(n=1,139)
FY2013 survey |
(n=1,315)
0 10 20 30 40 50 60 70 80 90 100
(%)
O Expand operations 2 Maintain the current scale ® Need to downscale operations m Other ONo answer
[ Large-scale firms J [ SMEs J
FY2010 [ FY2010 |-
(n=411) .- (n=591) |-
FY2011 [ FY2011
(n=349) (n=685)
FY2012 |- FY2012
(n=417) |- (n=722)
FY2013 [ S : FY2013 |
(n=491) [ : : (n=824) |-
0 10 20 30 40 50 60 70 80 90 100 0 10 20 30 40 50 60 70 80 90 100

(%) (%)
Note: For comparison with the results of past surveys, only responses from JETRO member firms were taken into account.
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(2) Efforts for overseas expansion - Domestic business/employment by policy toward overseas expansion

O Firms intending to expand their overseas business are also considering to expand their domestic operations and employment.
O Firms wanting to maintain their current scale of overseas operations or not wanting to expand overseas, also show a stronger
inclination towards maintaining their current scale of domestic operations.

Future direction of domestic business, Employment prospects in Japan,
by policy toward overseas expansion by policy toward overseas expansion
(%) 00 100 200 300 400 500 600 700 800 900 100.0 %) 00 100 200 300 400 500 600 700 800 900 100.0

Expand operations

Expand operations
(n=854)

(n=854)

No investment overseas

No investment overseas
(n=122)

(n=122)

Maintain current scale o |
(n=228) Maintain current scale

(n=228)

Considering downscaling or
ceasing operations
(n=6)

Considering downscaling or
ceasing operations
(n=6)

B1Expand operations @ Maintain current scale 8 Considering downscaling ®Other ONo answer o
OExpand @ Maintain current scale  ®mDownscale 0ONo answer

Notes: 1) Only responses from JETRO member firms were taken into account.
2) With reference to plans for overseas expansion, firms answering “other” or giving no answer were not taken into account.
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(2) Efforts for overseas expansion — Reasons for overseas expansion

O The biggest reason for overseas expansion is “increasing overseas demand”. The ratio of firms citing this reason is increasing between FY2011 —
FY2013 (from 72.4% —75.6%—85.2%).

The ratio of firms citing “avoiding influence of exchange rate fluctuations” is decreasing (24.1%—17.4%—9.4%).

O The ratio of SMEs (26.9%) citing “difficult domestic business environment in Japan (labor costs, tax burden, domestic regulations)” is higher than large-
scale firms (20.1%).

Reasons for overseas expansion
Compared to previous FY survey By firm size

(Multiple answers, %) 00 100 200 300 400 500 600 700 800 900 100.0 (Multiple answers, %) 0.0 10.0 20.0 30.0 40.0 50.0 60.0 70.0 80.0 90.0 100.0

) Increasing overseas demand
Increasing overseas demand

Decreasing domestic demand

Decreasing domestic demand .| 56.8
s Client companies entering overseas markets
Client companies entering overseas markets Difficult domestic business enviranment
(labor cost, tax burden, domestic regulations)
43.0
24.1 Ongoing execution of FTAs overseas

Avoiding influence of exchange rate fluctuations

sy
s
e
s

s

9.4

Avoiding influence of exchange rate fluctuations

mFY2011 (n=773)

OFY2012 (n=775) mTotal (n=630)
Ongoing execution of FTAs overseas 9.7 FY2013 (n=630) 30 O Large scale firms (n=333)

bttt
ER
Bt
BN
ettt b, |
B
LY

Other . _
13.3 B8 SMEs (n=297)

Notes: 1) Number in each survey year 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, number in FY 2013 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) Only responses from JETRO members were taken into account.
3) For comparison with past years, results in answers to “impact of the strong yen” in the FY 2011 and FY 2012 surveys are labeled here as “avoiding influence of
exchange rate fluctuations”.
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(2) Efforts for overseas expansion - Countries and regions targeted for overseas expansion, and functions to be expanded

O The countries and regions targeted for overseas expansion in the future were China followed by Thailand and Indonesia.
O By functions, emerging countries exceeded developed countries not only for sales and production, but also for R&D and logistics
functions.

Functions planned to be expanded overseas (by country and region) by firms currently with overseas bases (for the next 3 years or so including FY 2013)

(Multiple answers, %)

Total

Sales function

Production

R&D

General-purpose goods

High-valued added goods

New product development

Change specifications for

local market

Regional HQ

Logistics function

Rank

Country or region

%

Rank

Country or region

%

Rank

Country or region

%

Rank

Country or region

%

Rank

Country or region

%

Rank

Country or region

%

Rank

Country or region

%

Rank

Country or region

%

1|China 57.0 1|China 45.7 1|[China 18.3 1|[China 148 1|China 53 1|China 9.7 1|Singapore 4.1 1|China 4.9
2|Thailand 47.1 2|Thailand 33.9 2|Thailand 13.9 2|Thailand 111 2|Thailand 21 2|Thailand 4.8 2|China 3.3 2|Thailand 3.6
3|Indonesia 35.1 3|Indonesia 26.5 3|Indonesia 9.2 3| Vietnam 5.5 3|us 2.1 3|us 31 3|us 2.6 3|Indonesia 2.9
4|Vietnam 29.6 4{Us 20.6 4|Vietnam 8.7 4|Indonesia 53 4{Indonesia 14 4{Indonesia 2.7 4]Thailand 25 4|Vietnam 2.7
5|US 25.4 5[ Vietnam 18.9 5[India 5.2 5(us 43 4|Taiwan 1.4 5|Singapore 2.1 5[Western Europe 2.2 5[India 2.1
6| Taiwan 20.1 6| Taiwan 17.0 6|US 4.1 6| Taiwan 3.1 6|Korea 13 6| Taiwan 1.9 6|Hong Kong 1.7 6|Singapore 2.0
7|India 19.3 7|Korea 14.7 7|Taiwan 2.9 7|India 2.4 6Singapore 13 6|Korea 19 7| Vietnam 0.9 7|Hong Kong 14
8|Singapore 18.3 8]India 14.2 8|Malaysia 2.9 8|Malaysia 2.2 6|Western Europe 13 6|India 1.9 8|Malaysia 0.6 8|Malaysia 13
9|Korea 17.2 9[Western Europe 13.1 9[Korea 2.5 9[Korea 2.1 9[Vietnam 1.3 9[Malaysia 1.6 8|Indonesia 0.6 9lus 1.2
10| Western Europe 15.7§) 10|Singapore 12.9] 10|Myanmar 2.2 10|Singapore 2.0] 10|Malaysia 0.8] 10|Western Europe 1.5] 10]India 0.4] 10|Myanmar 11
11|Hong Kong 15.4] 11{HongKong 12.2] 10[Mexico 2.2] 11{Western Europe 1.5] 11{Hong Kong 0.7] 11|Vietnam 1.4] 11|Taiwan 0.4] 11|Philippines 0.9
11|Malaysia 15.4) 12|Malaysia 11.7] 12|Philippines 2.1] 12|Philippines 1.3] 12|Myanmar 0.4] 12|Brazil 1.0] 12|Philippines 0.3] 12|Taiwan 0.8
13|Philippines 10.9] 13(Philippines 7.1] 13|Cambodia 1.5] 13[Myanmar 1.1] 13(Philippines 0.4] 13|Myanmar 0.9] 12|Myanmar 0.3] 12|Korea 0.8
13|Myanmar 10.9) 14|Brazil 6.9] 14|Singapore 1.3] 14|Mexico 1.0] 13]India 0.4] 14|Hong Kong 0.8] 12|Turkey 0.3] 14|Mexico 0.7
15|Brazil 8.0] 15(Russia & CIS 5.9] 14(Brazil 1.3] 14(Brazil 1.0] 15|Cambodia 0.3] 15|Philippines 0.7] 15]Cambodia 0.2| 15|Middle East 0.5
16| Mexico 7.6] 16|Mexico 5.5] 16|Bangladesh 1.2] 16|Hong Kong 0.8] 16|Brazil 0.2] 16 (E:iré:;l_EaSt 0.4] 15|Canada 0.2] 16|Cambodia 0.4
17|Russia & CIS 6.5 17(Myanmar 5.1] 16|Western Europe 1.2] 17|Cambodia 0.4] 17|Bangladesh 0.1] 17]Australia 0.3] 15|Middle East 0.2| 16|Western Europe 0.4
18| Middle East 5.6] 18|Middle East 4.6] 18|Hong Kong 0.6] 17|Africa 0.4] 17|Australia 0.1] 18|Cambodia 0.2] 15|Brazil 0.2] 16|Russia & CIS 0.4
19| Cambodia 54| 19|Africa 38| 18|Africa 0.6 19|Australia 0.4| 17|CentralBastern 1001 18] canada 02 Korea, Pakistan, 16| Africa 0.4
Europe 19 Bar_]gladesh, Mexico, o1
20|Africa 47| 20|Australia 30| 20 EE:‘;;'"EaSt 05| 19 EE?;;'"EaSt 0.4 - 18|Mexico 0.2 (E:Er':)el;f?;rrfclfaﬁ 20|Brazil 03
Developed countries 55.6] Developed countries 46.6] Developed countries 9.4] Developed countries 8.8] Developed countries 5.3] Developed countries 6.8 Developed countries 7.1] Developed countries 49
Emerging countries 93.2f] Emerging countries 73.4] Emerging countries 35.4] Emerging countries 26.7] Emerging countries 7.7] Emerging countries 13.0 Emerging countries 6. Emerging countries 9.

Notes: 1) The variable "n" indicates the number of firms that “"currently have overseas bases and are planning to expand in future”, excluding the firms which have not given an answer (1,119

firms) from the total (1,178 firms).
2) "Total" indicates the number of firms intending to expand one or more function in each country and region. If a firm is planning to expand several functions in one country or region, it is

counted as one firm only.
Copyright (C) 2014 JETRO. All rights reserved.
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(2) Efforts for overseas expansion - Countries & regions targeted for overseas expansion and functions to be expanded (time series changes)

O As for the countries and regions targeted for overseas expansion, on the whole, the percentage of ASEAN countries was higher than China
from FY 2012 onwards (by function, for sales and production of general purpose products). In FY 2013, ASEAN overtook China as a
location for production of high value added products also.

(%)

. . . (% : i
Firms expanding to 80.0 1 (%) 1 Total 748 700 Sales function
China, ASEAN, India 700
(Entire business, sales and e
production functions) 60.0
(Time-series comparison) e

50.0

40.0

40.0 -

30.0 4 30.0
Notes: 200 - 200
1) Number in each survey year
indicates the number of firms 10.0 -
intending to expand overseas in the 100
next 3 years or so, after excluding 0.0 : : :
those who did not answer. However, 2010 2011 2012 2013 00
in FY 2013, the question on | =e=china —8=ASEAN total {-— Thailand o o o o

expansion was limited only to firms
having overseas bases. In FY 2010-
12, the survey was not limited by
whether the firms currently have or
do not have overseas bases.

2) ASEAN total is the comparable
sum of the six countries of Singapore,
Thailand, Malaysia, Indonesia, the
Philippines and Vietnam (excluding
overlapping firms).

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.

4) FY 2010 survey targeted JETRO

members only. From FY 2011, the 52 - 52
target firms were expanded in the 20
survey. 00

2010 2011 2012 2013

25.0

20.0

5.0

=>=Indonesia  ==Vietnam =0-India

Production function
(general-purpose goods)

13.9

~—Thailand =>¢=Indonesia ~¥=Vietnam ~@—India
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Production function
(high-valued goods) 11

20.0 (%)

18.0

16.0

14.0

12.0

10.0

8.0

6.0

4.0

0.0

2010 2011 2012 2013

I —&—China —8=ASEAN total I-A—Thailand =>e=Indonesia ==Vietnam —&-India




(2) Efforts for overseas expansion - Efforts & challenges for localization

O Japanese firms are expanding their efforts for localization with an emphasis on local human resources.
O The biggest challenge of SMEs for localization is “lack of abilities and awareness of local human resources” and for large-scale firms
it is “difficulty in recruitment of executive positions”.

Efforts for localization Challenges for localization

(Multipe answers, %)

. . ! i ‘ . ! | (Multiple answers, %) 0.0 10.0 20.0 30.0 40.0
Enhancement of training and cultivating of 36.7
local human resources with the intention of Lack of performance and awareness of local human resources 36.9

localization 36.6

Difficulty in recruiting local candidates for executive
positions

Employment of industry-ready local human resources
with the intention of localization

Not willing to develop local human resources

Enhancement of product and service development
capability in the sites

E§E§§§§§§§"“ """ ‘f 23.4 Weak business and marketing capacity in the local regions

Active recruitment of local human resources for Inadequate language skills of local human resources
executive positions e ot ' (Japanese and English)

]
B ]

) 3 High turnover rate of executive positions
Delegation of more authority from HQ to the local

offices PP

Difficulty in reducing Japanese resident staff

Reform of personnel system with the intention of

localization . .
Weak local product and services development capacity

Not doing anything for localization Not willing to delegate authority from HQ to the local offices

T T
Fonn
prastaeste]

mTotal (n=1,786)
Policy disagreemetns between HQ and local office over
Acquiring human resources and management mTotal (n=1,786) recuritment
resources by M&A

OLarge scale firms
(n=583)

O Large scale firms
(n=583) B SMEs (n=1,203)

8SMEs (n=1,203)

Other problem

Other
No specifc issue

Note: Data shows numbers of firms with overseas bases.
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(2) Efforts for overseas expansion - Reorganizing of bases and functions

O Of the total 3,471 respondent firms, 595 firms (17.1%) have either reorganized in the past 2-3 years or intend to reorganize in the next 2-3 years or so (to
be specific, 382 SMEs and 213 large-scale firms). Number of firms shifting their locations was 780 (multiple answers).
O Total number of firms shifting their locations to ASEAN countries accounted for 46.2%. Of the combination of patterns, a shift from “Japan to ASEAN”

was highest.

O As for the number of firms shifting their bases from China, about half of them (52.2%) replied that they intended to shift their locations to ASEAN

countries.

Reorganizing trends in domestic and overseas bases and functions

Main shift pattern details

(n=780, %)
Shift to

China | ASEAN | Japan Other Total

China | 4.2 13.7 47 36 26.3

- |ASEAN| 03 6.2 1.8 05 8.7
o

S | Japan | 153 24.2 ; 10.9 50.4

“ | Other | 14 2.1 3.1 8.1 14.6

Total | 21.2 46.2 9.6 23.1 100

[Note] The figures in the composition ratio are the rounded up figures, so they do not necessarily
match the total.

Destination of shift of bases & functions from China

Vietnam
24.4%
N

ASEAN
Total 52.2%

Thailand
9.3%

Indonesia
:
i

Philippines

Malaysia| | Myanmar

20% 2.4%

: inclu wers withou i untries.
Note: “Other” includes the answers without any specific countries
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(n=205)

Shift from Shift to Ratio Main industry groups
ASEAN Iron & Steel/ Non ferrous metals/ Metal products (13.8)
- 24.2 Cars/ Car parts/ Other transportation machinery (13.8)
(n=189) )
General machinery (9.0)
Thailand Iron & Steel/ Non ferrous metals/ Metal products (21.2)
-~ 10.9 Cars/ Car parts/ Other transportation machinery (14.1)
(n=85) . A
Electrical equipment (10.6)
Japan . :
Vietram Cars/ Car parts/ Other transportation machinery (17.1)
(n=35) 45 Petroleum & coal products (11.4)
Iron & Steel/ Non ferrous metals/ Metal products (11.4)
. General machinery (27.3)
Indonesia . :
(=22) 2.8 Cars/ 'Car paltts/ Other transportation machinery (18.2)
Electrical equipment (13.6)
o Cars/ Car parts/ Other transportation machinery (11.8)
Japan | China (=119) | 153 |0y icals (11.8), Trade and wholesale (11.8)
ASEAN Trade and wholesale (25.2), Textile/Clothing (15.0)
(n=107) 13.7 Iroq & Steel/ Non ferrous metals/ Metal products (7.5) Electrical
China equipment (7.5)
Vietnam 6.4 Trade and wholesale (32.0) , Textile/Clothing (14.0)
(n=50) ' Coal and petroleum products (10.0)
Iron & Steel/ Non ferrous metals/ Metal products (18.9)
China Japan (n=37) 4.7 Trade and wholesale (16.2), Food & beverages (8.1)
Other manufacturing (8.1)
Textile/Clothing (12.1), Chemicals (12.1)
China China (n=33) 4.2 Information communication machinery (9.1)
Cars/ Car parts/ Other transportation machinery (9.1)
Trade and wholesale (13.3)
Total (n=780) 100 Cars/ Car parts/ Other transportation machinery (10.1)

Iron & Steel/ Non ferrous metals/ Metal products (8.8)

Note: The parentheses () after the main industry groups indicate the breakdown ratio (%)
obtained, when the transfer pattern is 100% .
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(2) Efforts for overseas expansion - Reorganizing of bases and functions (time series comparison)

O When comparing with past data on the reorganization of bases and functions, the shift rate from China has showed an uptrend.
O Regarding destination countries, China has been on a downward trend, while ASEAN has been on an uptrend.

Countries/regions from where the bases and functions are shifted Countries/regions where the bases and functions are
shifted to
(%)
%)
80.0 1 B FY2006 (n=243)

200 | 679 BFY2010 (n=232) " FY2000 (n=249)

OFY2010 (n=232)
BFY2013 (n=420)

60.0 BFY2013 (n=420)

50.0 400 -
40.0

30.0
200 -

20.0

10.0 100 A

0.0 0.0

Japan China ASEAN Other China Thailand Vietnam ASEAN Japan Other

Notes
1) For comparison with the results of the past surveys, only responses from JETRO member firms are taken into account.
2) “Other” in both countries of withdrawal and transfer include the answers without any specific countries.
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(2) Efforts for overseas expansion - Reasons for shift and functions shifted

O The most cited reason for shifting from Japan was “to cope with fluctuations in domestic and overseas demand”. On the other hand,
“increase in production and labor costs” was the most cited reason for shifting from China.
O As for the functions shifted from both Japan and China, the ratio of production of general-purpose goods was the highest, followed

by production of high-valued goods and sales.

Reasons for shifting

(Multiple answers, %) 10.0 20.0

Rising production and labor costs

Cope with fluctuations in domestic and overseas
demands

Satisfy demands of client companies

..........

Better to concentrate all functions in one place to
improve efficiency

Slack in local sales

vavavavava

tax incentives.

Large fluctuation in exchnage rates

wuog«ﬂ
e
et
ettt

Increasing risks by concentration

Fearing risk from labor problems, etc

m Total(n=780)

Very little or no tax incentives

O Shift from Japan(n=393)

Customs duty/ Non-tariff barriers planned to be & Shift from China(n=205)

reduced by FTA

Other

Copyright (C) 2014 JETRO. All rights reserved.

£

o]

Functions shifted

(Multiple answers, %)

Production
(general-purpose goods)

Sales

Production
(high-valued goods)

Regional HQ function

R&D
(change specifications for local market)

Logistics function

3.2
(new prodtitgag\)/elopment) 28 = Total (n=780)
. o Shift from Japan (n=393)
Other 3 & Shift from China (n=205)
4
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(3) Promising markets and challenges - Prioritized countries and regions for the next three fiscal years (1)

O Compared with a FY2008 survey, the rate of respondents who sited ASEAN member nations as promising markets for Japanese firms increased significantly.
O The proportion of respondents who regarded China as promising declined 1.1 points from the FY2008 survey to 51.3%. The figure was still high above 50% but a

shift toward ASEAN has become vivid.
Changes in promising markets for Japanese firms (FY2008 — FY2013)

(Multiple answers, %)

60.0 m2013 (1=1,315)  ©2008 (1=839) Top 10 count'rles and regions for which the rate of respondents rose
remarkably since FYY2008 survey
0,
o 518 51 3524 Difference fr(of;)
50.0l - Country and region | FY2013 | FY2008 FY2008
1{Indonesia 51.8 12.0
429 2| Thailand 52.9 21.8
3|Vietnam 44.3 16.3
40.0} - 4|Malaysia 28.3 9.4 18.9
5|Philippines 19.2 4.8 14.4
8 6|Singapore 231 97 134
g 7|Mexico 195 6.2 13.3
30.0] 284 283 8|Taiwan 28.4 15.9 12,5
" 20 2537 21 9|Brazil 23.7 12.3 11.4
3 Q. Reference [China 51.3 52.4 -
200({ g0 192 1907186
. 159 162 157
5§20 : 126 125
) | Ebesjo 1 110 107 49
N 45 43I0
ool ML M W W i E G i i =l i B
T 8 ° £ E 8 = = ¢ 5 g $ = o > W > o S g8 <
RN A EEE RS EEES §SEE3E 8L g2
s 5 © g = 8 s § a & § X 2 =2 & 5 2 3 < g € < 3% 9 s
£ S > s 3 £ s z g © T < § £ % g
o T K 8 P4 o

Notes: 1) Each figure represent the rate of respondents for the corresponding country and region (number of responses for each country and region/"n").
2) The rate of respondents in FY 2008 indicates the sales locations considered the most important in the next 3 years.

3) For comparison with FY 2008 survey results, FY 2013 survey results contain only responses of JETRO member firms (1,315 firms).

4) Myanmar, UAE and Cambodia were not included among alternative renponses in the FY 2008 survey.
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(3) Promising markets and challenges - Prioritized countries and regions for the next three fiscal years (2)

O As for the promising markets, manufacturing firms rated China, Thailand, Indonesia and the US, while non-manufacturing firms rated
Thailand, Indonesia, Vietnam and China high.

Top 10 promising markets for Japanese firms (for the next three fiscal years including FY2013)

(Multiple answers, %)

1st 2nd 3rd 4th 5th 6th 7th 8th 9th 10th
il Thailand Indonesia China Vietnam us India Taiwan Malaysia Germany Brazil
Total 1,315 52.9 51.8 51.3 44.3 42.9 33.8 284 28.3 24.0 23.7
Large scale firms 491 64.0 63.5 62.9 49.9 48.1 42.6 25.9 28.9 24.0 32.6
SMEs 824 46.2 44.8 44.4 41.0 39.8 28.5 29.9 27.9 23.9 184
Manufacturing firms 785 54.9 54.8 56.8 43.3 51.0 375 315 28.3 29.3 31.2
Food & beverages 90 54.4 45.6 47.8 444 56.7 133 47.8 311 211 18.9
Textiles/ clothing 30 233 46.7 53.3 20.0 60.0 16.7 6.7 133 30.0 16.7
Wood & wood products/
furniture & building 26 385 53.8 61.5 42.3 57.7 19.2 231 30.8 26.9 19.2
materials/ paper & pulp
Chemicals 64 71.9 59.4 65.6 48.4 45.3 50.0 35.9 26.6 34.4 40.6
Medical products & 2 462 500 69.2 23 5338 26.9 385 192 538 346
cosmetics
Coal & petroleum
products/ plastics/ rubber 47 59.6 57.4 532 426 511 36.2 21.7 21.7 21.7 234
products
Ceramics/ earth & stone 27 40.7 51.9 444 333 51.9 37.0 51.9 37.0 25.9 333
Iron & steel/ non-ferrous 93 548 473 462 387 462 387 290 247 312 237
metals/ metal products
General machinery 107 61.7 65.4 54.2 52.3 39.3 42.1 28.0 30.8 23.4 36.4
Electrical equipment 54 50.0 64.8 61.1 59.3 50.0 50.0 315 333 222 46.3
IT equipment/ electronic % 529 50.0 735 382 618 529 24 235 4.2 82
parts & devices
Cars/ car parts/ other 58 69.0 67.2 67.2 276 655 50.0 138 24 241 362
transportation machinery
Precision equipment 43 51.2 55.8 58.1 55.8 58.1 51.2 349 41.9 48.8 37.2
Other manufacturing 86 51.2 46.5 59.3 40.7 45.3 33.7 32.6 27.9 27.9 314
Non-manufacturing 530 49.8 47.4 43.2 45.8 30.9 283 23.8 283 16.0 12.6
Trade and wholesale 530 49.1 43.8 46.4 42.3 34.0 30.2 28.7 275 185 14.7
Retail 530 48.1 37.0 29.6 40.7 37.0 25.9 29.6 37.0 22.2 -
Construction 530 59.3 44.4 25.9 59.3 25.9 29.6 185 259 11.1 111
Ealectricity, gas & water 530 66.7 100.0 - 333 66.7 333 333 33.3 - -
Transport 530 44.4 52.8 44.4 50.0 36.1 36.1 111 22.2 22.2 27.8
Finance & Insurance 530 63.1 52.3 49.2 64.6 20.0 20.0 15.4 185 10.8 6.2
Information
communication service, 530 50.0 43.8 62.5 375 188 25.0 18.8 375 125 125
software
Professional services 530 47.2 63.9 27.8 58.3 16.7 30.6 19.4 333 16.7 111
Other non-manufacturing 530 38.2 49.1 41.8 29.1 36.4 236 21.8 38.2 7.3 9.1

Notes: 1) Only responses from JETRO member firms are subject for counting.

2) Each figures represent the rate of respondents for the corresponding country and region by scale of firms and industry (number of responses for each counrty and region/"No." by scale
of firms and industry).

3) The grey cells indicate industries which have a response ratio of 50% or higher.
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(3) Promising markets and challenges - Bottlenecks in overseas business expansion and information sources

O The challenges cited most for expanding exports and overseas operations was “securing of local business partners” (47.8%).
O Information necessary for overseas business can be obtained from overseas business partners and public institutions.

Bottlenecks for export and overseas business expansion

(Multiple answers, %)

0 10 20 30 40 50 60

I Local business partner f

In-house human resources

Information on rules&regulation
(tariff, regulations, license, etc.) L

Information on overseas markets
(consumer preferences or needs, etc.

Expansion of sales network in overseas |

Cost competitiveness |

Product development for local markets i

B Total (n=3,471)

O Large scale firms (n=680)

Financail resources B SMEs (n=2,791)
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Information sources for overseas business

(Multiple answers, %)

0 10 20 30 40 50 60 70 80

Overseas clients (customers, sales agencies,
joint ventures, technical business partners etc.)

..................... ] 701

Industry/business groups, public agencies like JETRO

Site visit to targeting country |-

Financial institution/consultants

Trading firms

Information disclosed by foreign governments/agencies NN

B Total (n=3,471)

OLarge scale firms (n=680)

Mass media (TV, newspapers, economic magazines,

etc) 256 msMEs (1=2,791)




(3) Promising markets and challenges - Specific measures for overseas market development

O About half of respondents cited participation in business exhibitions or fairs as means of seeking out overseas partners.
O Similarly, more than half of the firms use business exhibitions or fairs for overseas market development. This is vital for SMEs.

Measures for finding overseas business partners

(Multiple answers, %)

0 10 20 30 40 50

Business exhibitions/trade fairs

Information provided by industry/business groups,
public agencies like JETRO

Utilization of overseas clients
(customers, business and technical partners, etc.)

Introductions from trading firm

Utilize human network of company staff

Approached by overseas firms

Introduction from financial institution/consultants | -

Utilize personal human network of top management

Information obtained through internet

B Total (n=3,471)

Utilize human network of foreign trainees 22 B SMEs (n=2,791)

OLarge scale firms (n=680)
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Tools for overseas market development

(Multiple answers, %)

0.0 10.0 20.0 30.0 40.0 50.0 60.0

Business exhibitions/trade fairs |- - - - - - - o 50.0

Company visit to prospective clients

Ask existing customers/business partners to cooperate

Intensify market research to understand local needs

Utilize Japanese sales agencies

Utilize non-Japanese sales agencies

W Total (n=3,471)

OlLarge scale firms (n=680)

Deploy advertising and publicity campaigning BSMEs (1=2,791)




(4) Business in China - Business risks and influence

O 59.3% of respondents considered that “business risks in China have grown”, showing an increase from 52.2% in August 2013.
However, the figure was lower than the 69.8% in January 2013 shortly after demonstrations in China.
O Meanwhile, regarding influences on business in China, those responding that there has been “no impact” expanded to 41.7%.

Business risks in China

%
100 (0|32 —37 11
: [HRERN : 47
90 HI|[11.1 :
| T 3.2
80 | L2 18.6
I
70 |ififa) gh|
1 ST
60 |1 el \ i e
| B /o000 \ s )
[ S /- I I FEHEEHEHEEEEEE g [ P
50 [l ISR ERRILILIE
e N NN
T T SENaS
Pl 41e9.8) [ ] L
30 I PR : ........... 593
111527 Vo 162200 e
|-.-._._.-.-.-.__ I-.-_._. _____ md 0 N
20 i Sep 2010 :H Sep 2012 ]
i Fishingboat I}  Antidapan K- - -l - e e e
10 J|= collision |: I Demonstration
o WETT e sl |
Nov-Dec Jan 2013  August 2013  Nov-Dec
2010 survey survey survey 2013 survey
(n=1,002) (n=1,139) (n=651) (n=1,315)
J Increased B Unchanged B Decreased
M Don’t know ONo answer
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Influences on business in China
%
100 22 TEl 03

5.0

90
26.4

25.4

80

70

60 |

50

40 |

30

20

10

0

Jan 2013 survey
(n=824)

Aug 2013 survey
(n=651)

Nov-Dec 2013 survey
(n=1,167)

ONo answer
B No impact
B Other factors such as poor economic situations or competitive conditions are also

prevalent, so not sure about whether this will have an impact or not

£ Have impact

Notes: 1) Only responses from JETRO member firms were taken into account.

2) The August 2013 survey refers to “JETRO’s Survey on the Operations of Japanese
Firms in China” conducted between 9™ and 23" of August 2013.

3) For the Jan 2013 and Nov-Dec 2013 surveys shown on the right, companies not
engaged in business with China have been excluded from the numbers.



(4) Business in China - Future plans (time-series comparison)

O Regarding future business plans in China, the rate of respondents planning to expand existing operations or to consider new
ones decreased to 54.6%, reaching record low levels.

O The percentage of firms reporting that they will consider “maintaining the current scale of existing business” or “downsizing or
withdrawing from existing business” remained unchanged, while the rate of those responding that plans are “still undecided”
increased to 15.6%, hitting a record high.

Business plans in China (time-series comparison)

Nov-Dec 2004 survey
(n=636)

Urgent survey in May 2005 |
right after anti-Japan o
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=671)

Nov-Dec 2009 survey | -
(n=656) .

Nov-Dec 2010 survey
(n=747)

Jan 2013 survey
(n=711)

Aug 2013 survey
(n=578)

Nov-Dec 2013 survey
(n=964)

0 10 20 30 40 50 60 70 80 90 100
()]

O Consider expanding existing or & Maintain the current scale of existing business ® Considering downsizing or withdrawing from existing business & Still undecided
starting new business

Notes: 1) Only responses from JETRO member firms were taken into account. 2) In order to maintain continuity of the results of the FY2004 survey onward in time-series comparison,

aggregation from FY2008 onward takes into account only the “manufacturing,” “trade & wholesale,” and “retail” industries. 3) The August 2013 survey refers to “JETRO’s Survey on

the Operations of Japanese Firms in China” conducted between 9™ and 23 of August 2013. 4) The results have been aggregated, while partly adjusting question items which differ from

year to year.
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(4) Business in China - Future plans

O The percentage of firms reporting that they will consider “downsizing” or “withdrawing from existing operations,” regardless of
firm size or industry type, remained somewhere around 5%.

O Within the large-scale firms, the percentage reporting that they will consider “expanding existing business or starting new
business” is relatively high.

Business plans in China (FY 2013 survey)

Total (n=1,315)

Large scale firms (n=491)

[ By scale of firms ]

— SMEs (n=824)

Manufacturing (n=785)

a

By industry group ]

— Non-manufacturing (n=530)

0 10 20 30 40 50 60 70 80 90 100 0
B Consider expanding existing or starting new business £ Although the scale and locations are less than before,
consider expanding existing or starting new business
@ Maintain the current scale of existing business @ Consider downsizing China business and transferring to other countries | Note: Only responses from

JETRO member firms
were taken into account.
All industries are included

. i here, so the numbers differ
B8 Still undecided ONo answer from the previous page.

@ Consider withdrawal of business from China and starting in other countries @No plan to expand business in future either
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(4) Business in China - Reasons for expanding/continuing or downsizing/withdrawing from business

O Among reasons for expanding or continuing business in China, the most common one was “China’s market scale and growth

potential” with 73.0%, continuing to top.

O Regarding reasons for considering downsizing or withdrawing business from China, the answer “manufacturing aspects
including production cost inferior to other countries and regions” moved into top with 49.3%. “Country risk” declined from

60.0% in the FY2012 survey to 42.3%.

Reasons for expanding or continuing
business in China

(Multiple answers, %)

expected to expand

Market scale and growth potential
business through increased sales

Reasons for considering downsizing or
withdrawing business from China

Business established and on track

(Multiple answers, %)

40 60

80

With the country located near Japan,
managers can give
close attention to business there

Production cost advantage over other
countries/regions

Procurement advantage over other
countries/regions (excellent supporting
industries, etc.)

With business having started a short

time ago, investment
costs yet to be recovered

Infrastructure such as logistics and
electricity relatively
developed

Easy to employ excellent human

resources
: 115
Low level of foreign exchange risk 0.7
B FY2012 survey (n=663) 117
Other 4
@ FY2013 survey (n=870) i 2.2

Undeveloped legal system and unstable
operation of law

Problems in protection of intellectual property
rights and collection of receivables

Greater foreign exchange risk

Difficulties in obtaining excellent human
resources

Infrastructure lacking, such as logistics and
electricity, also not operated properly

Inadequate professional services, such as legal
and accounting services

Inferior to other countries/regions in terms of
procurement as witnessed in undeveloped
supporting industries

Other

OFY2012 survey (n=60)

BFY2013 survey (n=71)

Note: Only responses from JETRO member firms were taken into account.
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(5) Business environment in emerging countries - Appealing points and advantages

O Regarding appealing points and advantages about the business environment in emerging countries, “market scale and growth potential”
was sited most within all of the subject countries.
O Although rising labor costs are noted in Asia, “reasonable labor costs and the abundant workforce” there are still highly regarded.

Points appealing to business and advantages in emerging countries/regions

(Multiple answers, %)

s le.ol ¢ |8 |2 |2e| | 8 |E |E t % |8z,

s 288 % | |2 |a8| &€ | g |8 |¢C g ¢ |&gs8|£8

2z (855 5 |cE|EE€ (85| 8 | § |E5 |58 5 |2E|22|88| =

No. |5 [E28| 8 |88 |88 |52 | & | 2 |28 |5¢g| E |55 |28 |25 £
$ k28| & |8 |S |8°| s | T |2 |% 2 |8 |>8|%
2 T < = 2 |

China 1,841 85.8 13.6 0.8 19.1 27.3 16.9 1.2 54 2.9 1.0 0.6 0.8 7.5 4.5 1.0
ASEAN (Note 3) - 74.6 11.8 2.3 10.0 234 275 3.7 11.6 5.9 4.4 3.2 10.3 74 9.8 2.0
Thailand 1,372 73.5 23.9 3.9 20.4] 39.1 18.6 4.4 13.7 4.7 7.8 7.6 7.3 4.9 21.4 1.7
Malaysia 710 63.9 20.1 4.2 8.5 18.7 10.7 3.1 9.4 4.5 3.7 1.7 22.0 141 15.1 2.7
Indonesia 1,015, 875 4.2 1.0 85 26.00 26.0 2.0 3.8 4.4 2.1 14 6.5 3.1 34 2.0
Philippines 499 63.7 4.8 2.4 4.6 16.8 30.5 3.0 8.8 6.8 54 2.6 6.4 26.1 3.6 3.2
Vietnam 1,047 75.0 5.3 0.9 51 147  44.0 5.3 19.7 8.3 3.0 1.7 15.3 3.5 4.0 1.4
Myanmar 427 77.5 14 0.0 0.9 3.7 436 3.3 10.3 8.7 2.1 0.5 2.3 2.8 0.5 1.6
India 682 92.4 2.5 0.1 5.0 16.9 21.7 1.2 4.5 3.4 13 0.4 4.0 10.3 0.3 0.6
Mexico 274 85.0 6.2 15 9.9 35.4 17.2 1.8 3.3 2.9 3.3 2.6 1.7 1.5 0.4 1.1
Brazil 342 92.1 6.1 0.0 4.7 15.8 8.5 15 1.8 1.2 0.9 0.3 2.0 3.2 1.2 2.0
Russia 321 92.8 7.5 1.2 2.2 8.4 4.0 1.2 3.7 19 0.3 0.6 8.7 2.8 1.9 0.9
Turkey 218 81.2 11.0 0.0 6.4 13.8 6.0 3.7 9.2 2.3 1.8 0.9 8.3 4.6 3.7 4.1
South Africa 133] 85.0 10.5 3.0 15 8.3 9.8 2.3 15 4.5 0.8 0.0 5.3 11.3 3.8 2.3

Notes: 1) The variable "No." indicates the total number of firms doing business or considering starting new business who reported the appeal or advantage of the respective country;

2) Each figure is the response ratio for the corresponding item, arrived at by dividing the number of positive responses by "No.";

3) The ASEAN value is the average of the total "No." of the 6 target countries.
4) Highlighted boxes represent advantages that recorded a response ratio of 20% or more.

Copyright (C) 2014 JETRO. All rights reserved.

30




(5) Business environment in emerging countries - Business risks and issues

O Regarding business risks in emerging counties, China stood out with response rates exceeding 20% in nine items such as “political
risk,” “intellectual property rights” and “labor cost.”
O “Infrastructure”, “legal system” and “political risk” were cited as issues in a lot of emerging countries.

Business risks and issues in emerging countries/regions (Multiple answers, %)

= . | 82 B |« o | S8 82 2 |2 | § g
s | £ | 35|88 |5>| &8 |E8| £ |85 | 8 |2z |82 |2= |22 |2
S 8 s8 | g2 |cg| = = 3 |le=.| = ES 28| ES |52E| S8
No. o £ 85 | 238 | g9 2 o E E |§85| 2 =2+ |SsT| €8 |gE€3| 2=
s 2 |38 |s8lcsS| 2 |82 2 |g27| 2 |2 |8s°| 8 |228¢2| =58
s S |5 |85 |E2| 5 |s2| & |82 2 |22 |58 |5 (ss7| 38"
s | § |35 |28 |82 | &8 |25 " |58 | &2 |55 |8 |25 |8F | B
T S S5 5 | & £ 28 ! < o [§c gc 5 o
T |88 %[t 7|80 =5 27128 |3 £
China 2018 205 99 445 19 513 508 143 223 95 189 403 59.8 348 272 16
ASEAN (Note 3) | - 149 323 196 109 61| 173 97 69 49 63 112 252 07 146 186
Thailand 1217| 131 91| 71| 21| 45| 203 196 54/ 54 44 71| 464 10 288 141
Malaysia se6| 11.8| 117 71| 71| 49 178 95 53 21/ 25| 99 57 09 34/ 405
Indonesia 886| 21.8] 415 245 94| 64/ 199 62 139 63 111| 129 226/ 08 128 157
Philippines 500 11.6| 314/ 122 116 52 52 32 38 16 44| 114 232 06| 236 214
Vietnam g78| 157| 487 319 179 80| 126 63| 65 43 79 142 82 01| 43 173
Myanmar 468 120/ 705 425 280 81 26/ 38 36 90 58 145 327 09 47| 90
India 648| 215 557/ 287 114 83| 77| 39| 134/ 34 139 235 179 05| 93] 110
Mexico 21| 170 149 72| 76| 40| 58 65 72/ 18 65 141 322 04| 14/ 308
Brazil 324| 312 142| 160 56| 46| 164 52 99 37 194 173 275 00| 12| 188
Russia 313| 176 118/ 307] 109| 58 83 32 61| 26| 128 275 275 00| 26| 220
Turkey 220 159 73| 68 91| 36| 64/ 27 18 05 36| 141 205 00 23 391
South Africa 210 157| 186 119 124 43| 57| 43 67/ 10 29| 171 348 05 24/ 310

Notes: 1) The variable "No." indicates the total number of firms that are doing business or considering starting new business ,who reported a risk or problem in the respective country;
2) Each figure is the response ratio for the corresponding risk item, arrived at by dividing the number of responses by "No.";
3) The ASEAN value is the average of the total "No." of the 6 target countries.
4) Highlighted frames represent risk items that recorded a response ratio of 20% or more.
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(5) Business environment in emerging countries - Business risks and problems (by topic)

O In comparison with the previous year’s survey, recognition of “exchange risk” increased in general as a business risk.
O In China, “exchange risk”, “labor cost” and “environmental pollution” rose from the FY2012 survey.

Business risks and issues in emerging countries (ranking by topic, compared with the previous year’s survey)
(Multiple answers, %)

. . . Undeveloped legal system and problems in | Related industries not concentrated nor Problems in protection of intellectual
High level of exchange risk Inadequate infrastructure e Tt e develope Y S

FY13 | FY12 FY13 | FY12 FY13 | FY12 FY13 | FY12 FY13 | FY12
Brazil 31.2| 21.9|Myanmar 70.5| 60.4|China 44.5|  45.1|Myanmar 28.0] 32.2|China 51.3] 531
Indonesia 21.8[ 12.4|India 55.7 56.8|Myanmar 42.5| 39.3|Vietnam 17.9] 23.0|India 8.3 6.9
India 215 13.8|Vietnam 48.7| 43.6[Vietnam 31.9[ 27.8|South Africa 12.4] 14.4|Myanmar 8.1 8.7
China 20.5[ 12.3fIndonesia 41.5| 36.4|Russia 30.7[ 32.7|Philippines 11.6| 15.2|Vietnam 8.0 8.7
Russia 17.6|  13.7|Philippines 31.4| 28.6[India 28.7| 29.6(India 11.4| 18.5|Indonesia 6.4 6.5
Mexico 17.0] 14.4|South Africa 18.6] 20.1|Indonesia 245 27.2|Russia 10.9] 12.0|Russia 5.8 7.4
Turkey 15.9 9.3|Mexico 14.9| 15.6|Brazil 16.0| 16.5|Indonesia 9.4  11.1|Philippines 5.2 6.4
Vietnam 15.7| 14.2|Brazil 14.2|  15.5|Philippines 12.2| 15.6|Turkey 9.1 10.2[Malaysia 4.9 3.4
South Africa 15.7|  13.9|Russia 11.8| 18.7|South Africa 11.9] 11.5|Mexico 7.6 9.6|Brazil 4.6 6.1
Thailand 13.1] 10.4|Malaysia 11.7] 10.0|Mexico 7.2| 11.2|Malaysia 7.1 10.0[Thailand 45 4.8
Myanmar 12.0 8.7|China 9.9 11.6[Thailand 7.1 6.5|Brazil 5.6 7.1{South Africa 4.3 3.8
Malaysia 11.8 9.7|Thailand 9.1 10.5(Malaysia 7.1 6.8| Thailand 2.1 5.5|Mexico 4.0 3.6
Philippines 11.6 8.8| Turkey 7.3] 10.7|Turkey 6.8 7.1|China 1.9 3.3| Turkey 3.6 3.1

High or rising labor costs Labor difficulties Tax risks and problems REBEL problerrzserit\alleaakt;;jsto Telliom o] (Nl di?;:ﬁ:tir;ik:zb(?:r\;zonmental

FY13 | FY12 FY13 | FY12 FY13 | FY12 FY13 | FY12 FY13 | FY12
|China 50.8[ 49 5]China 22.3| 34.1|Brazil 19.4| 19.5|China 40.3| 45.6{Thailand 28.8[ 416

Thailand 29.3| 30.1|Indonesia 13.9] 22.1|China 18.9] 23.2|Russia 27.5| 25.dChin 27.2 4,
Indonesia 19.9] 21.0|India 13.4| 23.7|India 13.9] 15.0|India 23.5] 23.1|Philippines 23.6| 144
Malaysia 17.8| 15.9|Brazil 9.9] 13.5|Russia 12.8| 16.9|Brazil 17.3| 18.2|Indonesia 12.8| 185
Brazil 16.4| 14.5|Mexico 7.2| 12.8|Indonesia 11.1) 13.7|South Africa 17.1] 12.9|India 9.3 5.3
Vietnam 12.6| 18.1|South Africa 6.7| 11.5[Vietnam 7.9 9.8|Myanmar 14.5] 21.0|Myanmar 4.7 5.2
Russia 8.3] 10.2|Vietnam 6.5 11.9|Mexico 6.5 7.6|Vietnam 14.2| 15.7|Vietnam 4.3 3.4
India 7.7 7.9|Russia 6.1 9.2|Myanmar 5.8 9.3|Mexico 14.1] 14.0|Malaysia 3.4 3.8
Turkey 6.4 6.2| Thailand 5.4  12.7|Philippines 4.4 8.3| Turkey 14.1]  10.2|Russia 2.6 3.2
Mexico 5.8 6.0|Malaysia 5.3 9.3| Thailand 4.4 5.6|Indonesia 12.9] 15.8|South Africa 2.4 2.9
South Africa 5.7 6.2|Philippines 3.8 8.8| Turkey 3.6 5.3|Philippines 11.4| 15.4|Turkey 2.3 5.3
Philippines 5.2 7.3|Myanmar 3.6 9.6|South Africa 2.9 4.8|Malaysia 9.9 11.9|Mexico 1.4 4.0
Myanmar 2.6 3.3|Turkey 1.8 4.9|Malaysia 2.5 4.9|Thailand 7.1 9.9|Brazil 1.2 2.4

(n (FY13)=China: 2,018, Thailand: 1,217, Malaysia: 566, Indonesia: 886, Philippines: 500, Vietnam: 878, India: 648, Myanmar: 468, Mexico : 276, Brazil: 324, Russia: 313, Turkey: 220, South Africa: 210 ]

(n (FY12) = China: 1,304, Thailand: 750, Malaysia: 472, Indonesia: 615, Philippines: 409, Vietnam: 612, India: 507, Myanmar: 366, Mexico: 250, Brazil: 297, Russia: 284, Turkey: 225, South Africa: 209 ]

Notes: 1) The variable "n" indicates the total number of firms that are doing business or considering starting new business in the respective country.
2) "Natural disaster risks or environmental pollution problems" was only reported as "Natural disaster risks" in FY 2012.
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(6) Free trade agreement (FTA) utilization - Status of FTA utilization by Japanese firms

O The FTA utilization rate (including exports and imports) in Japan showed a continuation of the annual rise. This survey marked 42.9%.
O As for the utilization rate of FTAs between third countries, the FTA between Thailand and India posted the highest utilization rate,
followed by AFTA and the ASEAN-India FTA. In particular, FTAs in collaboration with India as a signatory country were highly

utilized.
The FTA utilization rate in Japan The FTA utilization rate between third countries (FY2013)
(%)
50.0 4
EFY?2009 survey OFY2010 survey 8FY2011 survey #FY2012 survey B FY2013 survey
450
(%) —
800 - [FTAsfor500rmoretargetfirms] [ Reference figure: FTAs for less than 50 target firms ]
40.0
37.7 377 O Considering Using
i 70.0 - O Using
350 - 3.7 146
60.0 8.0
300 | 14.8 16.0
198 135
50.0
250 15.7
40.0
135 133
20.0 - 63.0
300
167 56.3 56.0
47.5 46.7 45.9
15.0 - 20.0 41.8
35.1
29.7 311
214
100 100
00
50 | 6) @7 en | @) | @) | (126) Cen | owy | @) | e | @)
Thailand- | AFTA | ASEAN- § ASEAN- | ASEAN- | China- Thailand- | NAFTA | Korea-EU | Korea-US | ASEAN-
India India China Korea Taiwan Awustralia Australia-
1 NZ
00 | RN . : :
(611)  (639) 07) (59 (580 @90 @ Notes: 1) The numbers in parentheses indicate the number of firms (target firms) engaged in trade within or between the
Utilizing FTA preferential tariff Utilizing FTA preferential tariff Utilizing FTA preferential tariff respective countries/regions.
rates in exports and imports rates in exports rates in imports 2) FTAs with less than 50 target firms are shown on the right in the reference result.

[Note] The number in parentheses indicate the number of firms engaged in export or import with one or more of the target countries and regions
(Mexico, Malaysia, Chile, Thailand, Indonesia, Philippines, Other ASEAN, Switzerland, Vietnam, India and Peru. However, India is covered
only by surveys from FY 2011 and Peru from FY 2012). In order for a comparison with the past surveys to be made, only JETRO member firms
operating in the manufacturing, trade and wholesale, and retail industries were the subjects of the survey. Although Japan has concluded
bilateral FTAs with Singapore and Brunei, they are included under ASEAN.
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(6) Free trade agreement (FTA) utilization

- Utilization status and issues in export

O Regarding exports from Japan, the utilization rate of the bilateral FTAs with Chile and Thailand were high.
O The most common problem when exporting from Japan was of the “certificate issuance application required on every occasion of

exporting.”

Japan’s FTAs utilization rate by exporters

(%)

Problems faced by exporters using FTAs

45.0 ()
0.0 10.0 20.0 30.0 40.0 50.0 60.0
O Considering Using @ Using
200 | Certificate issuance application required on every
' occasion of exporting
350 1 78 11.0 Administrative workload to meet rules of origin
300 Troublesome to deal with rules of origin which differ
10.0 across item goods
250 -
10.3 Charges for issuance of a certificate of origin
20.0 - 79
78 Long period of time to obtain a certificate of origin
150 {f 302 8.7 281 _
No particular problems
23.1
100 - 20.3
16.5 No system set up in our company for using FTAs
50 -
Experienced troubles with applying FTAs when
passing customs of destination countries
0.0 4
(1210) (139) (851) (399) (87) (795) (624) (1050)
Chile | Thailand Switzerland Indonesia | Mexico Peru | Vietnam | India | Malaysia |Philippines Other There is little information on use of FTA/EPA B All (n=495)
ASEAN .
O Large-scale firms (n=212)
Note: The numbers in parentheses indicate the number of firms exporting to that country. Other |']2.8 SMEs (n=283)
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