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1. Survey Overview p.2

Figure 1: No. of Respondent Companies by Industrial Classification

SU rvey OVGFVIeW Transportation
(excl.Automobiles) Paper’PUIp & Wood Industry Type No. of Respondent]
H H 1.0% Companies
B Survey targets: Manufacturing companies that have 1.8% ° Electical Equipment & -
three or more overseas affiliates (including at least Petroleum & Rubber { other BEESLR Blectionics 5
one production base) 2.3% 8.6% [Sellllutie: Chemicals 96
Electronics General Machinery 54
) ) . . Steel 2.5% 17.1% Precision Machinery 36
B No. of companies questionnaires were mailed to: 977 Foods E
Ceramics, Textiles 31
Cement & Glass h 603 Automobiles Metal Products 20
5 . 0
B Responses returned: 603 (response rate: 61.7%) 270 = Companies JECEC) Nonforrons Motls s
Ceramics, Cement & Glass 16
B No. of foreign affiliates of respondent companies: Nonferrous Metals Steel 15
3.0%
10,841 ° b Chemicals Petroleum & Rubber 14
Metal Products Transpor?ation (excl. 1
B Period of survey: Sent in July, 2011 3.3% o e oot s
Responses returned from July to September Precision Machinery (TDtP:elr eii
otal

Face-to-face interviews (33) and phone

interviews (116) conducted from August to October ) )
Figure 2: No. of Respondent Companies by Net Sales

B Main survey topics:

No response

- Medium-term business prospects ¥ Ltrillion or more 5 oo
- Evaluations of overseas business performance
- Promising countries or regions for overseas Less than
business operations ¥10 bn. Net Sales N S oporeent
- Supply chains network since the Great East Japan 12.1% Less than ¥10 bn. 73
Earthq uake ¥10 bn. up to ¥50 bn. 206
. ¥50 bn. up to ¥100 bn. 100
- Infrastructure businesses overseas X ¥100 b, up 1o ¥300 b, o4
) ) ] ) ¥100 bn. Up Companies ¥309 pn. up to ¥1 trillion 68
B Note: “Overseas business operations” is defined as t0 ¥300 bn. ¥1 trillion or more 40
production, sales, and R&D activities at overseas 17.2% g‘gt;es”"“se 632

affiliates, as well as outsourcing of manufacturing
and procurement.
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2. Number of Overseas Affiliates and Production Bases " e ot commaicoeanven. 0.3

. . . . Figure 5: No. of Bases of Companies
Figure 3: No. of Overseas Affiliates Figure 4: No. of Overseas Production Bases ;
9 9 that Continually Respond (279)
(No.of Companies) (No.of Companies) (No.of (No.of
3,000 2,000 Companies) Companies)
China 7,000 23.5
2,500 | AZ&S
1,500 -_———
ASEANS g 33'0
2,000 | _ /14N — \
North America 6,000 |- \ //’ ,
N
1,500 1,000 |- / [~ _éS__ZZ_.Z/ZZ.S
North America 22.4
1,000 4 22,0
500 | 5,000 K 21.9
500
— 1 215
ndia, Vietnam, aqd other India, Vietnam, and other
o e, Asiancountries o = Asian countries |
89 90 91 92 93 94 95 96 97 98 99 00 01 02 03 04 05 06 07 08 09 10 11 89 90 91 92 93 94 95 96 97 98 99 00 01 02 03 04 05 06 07 08 09 10 11 4.000 . ! L L 21.0
(FY) (FY) ' :
. . ) 2007 2008 2009 2010 2011(FY)
Note 1: Data for China starts from FY1993. Data for other Asian countries starts from FY1996.
Note 2: Singapore was included in NIEs until FY1998 and in ASEAN from FY1999. EU15 is defined as the EU line from FY2004. T Total no. of bases (left axis)
. . . ——o— No. of bases per company (right axis)
Figure 6: By Function and Region
7 N (n=594) (Unit: No. of companies)
4 ndia, \ Central & Other
) vietnam, & |y North Latin European . . Middle )
NIEs3 | ASEAN5 | Chinal other Asian \'America America EU15 Eastern Countries & Russia | Oceania East Africa Total
I | countries Europe |cis nations
Production 440 1,247 1,691 367 I 636 214 360 120 22 16 57 20 25 5,215
Sales 622 681 779 165 | 544 232 921 89 52 39 108 60 31 4,323
R&D 6 38 70‘ 11 1 71 7 44 2 0 2 3 0 1 255
Other 74 208 122 44 282 67 171 11 6 11 30 11 11 1,048
Total 1,142 2,174 2,662 " 587 /l 1,533 520 1,496 222 80 68 198 91 68 10,841
(Year-on-year change), -100 -180 -129 ~ 5O -141 -12 -224 -24 -24 -5 -36 4 -23 -844
The Classification of Major Regions The Classification of Areas in China
NIEs3 (Korea, Taiwan, Hong Kong) ) o Northeastern China (Heilongjiang, Jilin, Liaoning)
ASEAN5 (Singapore, Thailand, Indonesia, Malaysia, Philippines) North hi Beiiing. Ti in. Hebei. Shand
North America (United States, Canada) orthern C‘ ina (Beijing, .|enlt5|n, e el,§ an ?ng)
EU15 (United Kingdom, Germany, France, ltaly, Netherlands, Belgium, Greece, Eastern China (Shanghai, Jiangsu, Anhui, Zhejiang)
Luxembourg, Denmark, Spain, Portugal, Austria, Finland, Sweden, Ireland) Southern China (Fujian, Guangdong, Hainan)
Central & Eastern Europe (Poland, Hungary, Czech Republic, Slovak Republic, Bulgaria, Romania, Inland China (Provinces other than those mentioned above and
Slovenia, Albania, Croatia, Serbia, Montenegro, Bosnia-Herzegovina, autonomous regions)

Former Yugoslav Republic of Macedonia)

EWith the exception of India and Vietnam, the increase in overseas bases has slowed down

*Figures 3 and 4 show the annual totals of the overseas bases of the companies that responded to the questionnaire. With the exception of India and Vietnam, the number of overseas
bases has been on the decline since the survey of two years ago, although part of this trend may have to do with the fact that companies with many overseas bases did not respond.

-If we look at change in the number of bases for the past five years (Figure 5) of companies that have consistently responded to the survey (279 companies), we see that the numbers are
returning to levels seen prior to the collapse of Lehman Brothers (i.e. the “Lehman Shock”), but the rate of increase seems to be peaking. This is likely a manifestation of an ongoing shift
in Japanese manufacturers from building new bases overseas to bolstering their existing ones (see Figures 36—43).
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3. Overseas Production and Sales Ratios

Figure 7: Ratios of Overseas Production*! and Overseas Sales*?

Medium-term plans

(FY2014)

p.4

Note: See Appendix 6 for values by industry.

Figure 8: Ratios of Overseas Production™ by Major Industry

40%
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FY2011 Medium-term
FY2008 (Actual) | FY2009 (Actual) | FY2010 (Actual) (Projected) plans (FY2014)
No. of No. of No. of No. of No. of
respondent respondent respondent respondent respondent
e e e e e
Chemicals 22.0% 77| 20.1% 73| 23.0% 81| 23.2% 79| 28.5% 71
General 19.7% 60| 22.5% 51| 24.6% 50| 25.6% 49| 30.7% 44
Machinery
Clectrical EQupment | 43.496;  103| 44.3% 97| 48.2% 98| 49.0% 97| 53.7% 91
Automobiles | 36.1% 97| 32.6% 93| 34.8% 89| 35.9% 85| 39.8% 79
AllIndustries | 30.8%  563| 31.0%i 525 33.3%  544| 342%  530| 385% 495

01 02 03 04 05 06 07 08 09 10

11 (FY)

-
ERatios of overseas production and sales will continue to rise
At 33.3%, the FY2010 overseas production ratio reached a record high.
FY2011 forecasts and medium-term plans alike indicate that companies
will continue to increase their overseas production ratio. The average
ratio of medium-term plans in particular (now at 38.5%) is quickly
approaching the 40% mark.

*The FY2010 ratio of overseas sales rose by 0.5 points over the previous
fiscal year, and in the FY2011 projections the ratio is expected to rise
even higher.

\

Figure 9: Ratios of Overseas Sales™ by Major Industry

FY2011
FY2008 (Actual) [ FY2009 (Actual) | FY2010 (Actual) (Projected)

No. of No. of No. of No. of
respondent respondent respondent respondent
coppanies conpanies companies conpanies

Chemicals 28.3% 88| 28.4% 85 30.1% 92| 30.6% 86
General 39.2% 66| 37.0% 56| 40.0% 54| 41.7% 51
Machinery

oo Baubment | 45.6%  107| 46.2% 102 44.6% 101 46.1% 100
Automobiles | 39.0%  104| 36.3% 95| 35.9% 01| 36.2% 86
AllIndustries | 34.7%  609| 34.2% 570 34.7% 582 35.9% 556

*1 (Overseas Production) / (Domestic Production + Overseas Production)

*2 (Overseas Sales) / (Domestic Sales +Overseas Sales)

*3 Ratios were calculated by simply averaging the values the respondent
companies provided.
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l. Summary and Key Findings
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l. 1. Summary pP.5

*

Facing a meager prospect for growth in the domestic market, Japanese manufacturers, including mid-tier
firms and small and medium enterprises (SMESs), are expected to strengthen and expand business

operations in overseas markets to take advantage of their growth.

The overseas business performance of the respondents continues to improve in FY2010, driven primarily by
robust business performance in ASEAN countries such as Thailand and Indonesia. In promising countries
for overseas business in the medium-term, rising labor costs posed the most important challenge to China,
while underdeveloped infrastructure and legal framework/taxation system emerged as specific issues in

India. Another trend is that Indonesia and Brazil have attracted more votes as promising this year.

Whereas about 70% of Japanese manufacturers were affected by the Earthquake in procuring parts, they
have overcome this hardship by obtaining replacements from either their own factories or other Japanese
companies. The Earthquake also provided an opportunity for Japanese manufacturers to reassess and
reconstitute their supply chain network. In the meantime, prolonged or further constraints in power supply

may induce some companies to scale down their domestic operations.

Although Japanese manufacturers have interest in overseas infrastructure development, especially in
emerging countries with robust market growth, there are a relatively limited number of companies that have
actually entered in this area, even if including delivery of parts and equipment. A major trend going forward
is that Japanese manufacturers will remain to engage in sales of parts and equipment in overseas
infrastructure development and that there are few moving further to provide operation, management and
maintenance services. Further, to move forward overseas infrastructure development, it is essential to

identify and meet local needs, find reliable local partners and strengthen cost competitiveness.



l. 2. Key Findings (Annual Questions) p.6

B It has become clear that Japanese manufacturers including mid-tier firms and SMEs have an intention to
strengthen overseas business.

® Partly affected by the Earthquake, the number of Japanese manufacturing companies with an intention to strengthen domestic business has plummeted to the lowest level
(25.9%), while there was a record increase (87.2%) in the number of companies willing to strengthen overseas business. That clearly shows that Japanese manufacturers
including mid-tier firms and SMEs have a strong intention to expand overseas business with a view to take benefits from growth in overseas markets. Both overseas
production ratio and overseas sales ratio have continued to grow and their growth has gained momentum after the collapse of Lehman Brothers (i.e. the “Lehman Shock”).
Furthermore, overseas production percentage is forecast to increase further, up to the 40% range, over the coming years (p. 4 and 12).

B Japanese manufacturers showing their intention to strengthen or expand overseas operations tend to maintain
or strengthen domestic operations as well.

® Of the companies with an intention to strengthen or expand overseas operations (506 companies), 303 respondents reply that they will maintain domestic operations, while
142 companies state that they even have an intention to strengthen or expand domestic operations. This means that approximately 90% of the companies with an intention
to strengthen overseas business will maintain or expand domestic operations. Whereas there exist moves that some companies will strengthen overseas business and

reduce domestic operations at the same time, this seems to reflect activities of some medium-sized companies in sales which have sought overseas expansion (p. 12 and
14).

B The degrees of satisfaction with net sales and profits are higher in Thailand and Indonesia; by industry, steel,
petroleum and rubber, and automobiles.

® The degrees of satisfaction with net sales and profits in FY 2010 show a brisk recovery from the sharp drop following the “Lehman Shock”. Ranking high on the list are
Thailand and Indonesia by country, and steel, petroleum and rubber, and automobiles by industry. Particularly notable is the improvement made by the automobile sector in
the Southeast Asian countries. Although the impact of Thailand’ s flooding caused by heavy rain this summer is not covered in this survey, we need to closely monitor
adverse effects of the disaster on the Japanese manufacturers’ production activities for the coming months, because nearly half of the responding companies have
production bases in the country (p. 8 and 11).

B As promising countries for overseas business over the medium-term, the percentage shares of votes to China
and India hit a peak.

Although China and India ranked 1st and 2nd respectively as most promising countries for overseas business over the medium-term, their percentage shares of votes have
hit a peak. Regarding China, Japanese manufacturers express raised awareness about increasing labor cost while pointing out legal practices and other issues as
challenges for doing business. With regard to India, while many Japanese manufacturers continue to consider the underdeveloped infrastructure as an issue, they are
increasingly recognizing specific issues such as unclear execution of legal practices and taxation system as India gathers more interest (p. 8, 10, pp. 16-18).

B Among promising countries, Indonesia and Brazil are on aroll.

® While emerging countries such as Thailand and Indonesia climbed in the list of the promising countries or regions for overseas business over the medium-term, Indonesia

and Brazil particularly have gathered more votes from companies with concrete business plans and it is expected that more Japanese companies will actively enter these
countries for the coming years. In the meantime, it is also notable that Cambodia moved up to the top 20 ranking group for the first time (p.15 and 24).

B Merger and acquisition (M&A) activities increased primarily in the emerging economies.

®* The number of companies engaged in M&A activities doubled to 70 from the previous survey’s 36. Of the increased portion (34 companies), 21 took place in the emerging
countries, which was largely attributable to India (increased by 6) and Brazil (increased by 6). By industry, brisk activities were seen in the chemicals (17 companies) and
food (16) sector (p. 28).
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l. 2. Key Findings (Topics) p.7

B Japanese manufacturers have responded to disruptions of the supply chain network caused by the Earthquake
either by “not changing supply source” or by “procuring from Japanese alternate companies”.

® As many as about 70% (422 companies) out of 603 responding companies were affected by the Earthquake in procuring parts and components. Half of them (212
companies) did not change their procurement sources, while a little more than 40% (191 companies) looked to other Japanese companies for alternative procurement
sources. However, the companies that relied on foreign alternate sources for procurement, including those that did so only for part of products, remained approximately 20%
(95 companies) of the total affected companies (p. 33 and 34).

B “Reconstituting the supply chain network” is the major risk diversification measure in the wake of the Earthquake.

* From the point of risk diversification in the wake of the Earthquake, the responding companies have accelerated a move of “identifying a wider picture of the overall supply
chain network” and “multiplying supply sources.” On the other hand, many companies have already done “the development of multiple domestic production bases” and
added “the alternate functions of domestic plants to overseas plants.” As a result, it is only a small number of companies that took these measures anew in the wake of the
Earthquake. In addition, this survey shows that only part of the companies took such new measures as “maintaining extra stock” or “requesting suppliers to take risk
diversification measures” (p. 35).

B Power supply constraint if getting more serious or prolonged may lead to scaling down domestic operations.

®  Although about 70% (429 companies) out of 603 responding companies take the power supply constraint as a serious problem, as many as about 70% (434 companies)
have kept their business projections unchanged even under the constraint this summer. However, close to 20% (113 companies) respond that they might revise the outlook
of business projections and most of them suggest a scale-down in domestic operations in the case that the constraint gets more serious or prolonged (p. 35).

B While about 30% of the respondents find a business opportunity in overseas infrastructure development, those

already entering this area are limited.
® Japanese manufacturing companies which find a business opportunity in overseas infrastructure development account for 192 companies out of the responding 603
companies (response rate: 31.8%). However, the companies that have already entered this area still number 126 companies, even if including those simply supplying parts
and components. On the other hand, the companies which responded as a business opportunity but not actually entered this area amount to 76 companies, which account
for about 40% of the companies which find a business opportunity in this area. By sector, renewable energy and water business attract more interest. By industry,
companies primarily in chemicals, electrical equipment and electronics indicate more interest, hoping for increasing demand for component parts (pp. 36-39).

B Emerging countries with high potentiality of market growth gather more votes as promising in overseas

infrastructure development. The United States is also seen as promising in environment-related sectors.

® Following China and India, emerging countries such as Vietnam, Indonesia, Thailand and Brazil gather more votes as promising in all sectors because of their high
potentiality of market growth. In developed countries, the United States is also seen as promising in the environment-related sectors such as smart grid, smart community
and renewable energy (p. 40).

m Japanese manufacturers are mainly engaged in selling parts and equipments in overseas infrastructure

development.
* Many companies which have already entered in overseas infrastructure development will remain to engage in simply selling parts and equipments for moving it forward and
there are few moves to provide operation, management and maintenance services (pp. 41-43).

B The agendas for moving forward overseas infrastructure development are: “find reliable local partners,”
“identify and meet local needs” and “strengthen cost competitiveness.”

® In particular, it is crucial to “find reliable local partners” before they enter this area and to “strengthen cost competitiveness” after that (p. 44 and 45).
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ll. Performance Evaluations (FY2010 Performance)
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ll. 1. Evaluations of Degrees of Satisfaction with Profits and Net Sales (by major country and region) p.8

Q.

Which of the following applies concerning your company's FY2010 net sales and profits
compared with initial targets in the countries/regions overseas you invested in?
= 1: Unsatisfactory 2: Somewhat unsatisfactory 3: Can't say either way

4: Somewhat satisfactory 5: Satisfactory

Figure 10: Satisfaction with Net Sales/Profits (all-industry averages)

Figure 12: Distribution in Responses about Satisfaction with Profits

(FY2010 performance)

(FY of performance) FY2008 FY2009 FY2010
Net Sales 2.34 (-0.59) 2.55 (+0.21) 2.85 (+0.30)
Profits 2.28 (-0.53) 2.54 (+0.26) 2.75 (+0.21)

Notel: These figures are simple averages of assessments by country and region.
Note2: Numbers in parentheses indicate the increase/decrease over the previous year's.

Figure 11: Satisfaction with Profits (By region)

(Average Score)

(FY of performance)

(1) Asian countries (2) Europe & the Americas

(Average Score)

3.20 3.20

300 | VA 3.00 -

2.80 2.80 b
260 r \ 2.60 [

240 — 240 |

220 Y 220 |

200 | 200 |

1.80 ‘ ‘ ‘ 1.80

2007 2008 2009 2010 2007 2008 2009 2010

(FY of performance)

= Qverall
—O— Thailand
—/\—Indonesia
—8— China
+—India

= Qverall

—m— Latin America

—A— North America
Russia

—-O—EU 15

Note: See Appendix 7 for more detailed data collated by country/region.

Satisfactory

Unsatisfactory

0
40% Note: This figure shows
PN the distribution of

o \ responses from "1.

30% 1 1 Unsatisfactory” to "5.
Satisfactory” by
20% \~_ country/region .
Y Overall
10% —O— Thailand
—o— China
13 +— India
0, L L L L
0% 1 2 3 4.

Somewhat Satisfactory
satisfactory

Unsatisfactory Somewhat Can't say
unsatisfactory either way

Figure 13: Countries/Regions More Profitable than Japan

(Descending order by ratio)
(Companies)

"More Profitable|  Total | p o | MO0 S e pertormance i
Coumry/REQIOH than Japan” responses [(1)/(2)] countries/regions in which they had
responses (1) (2) businesses, they were asked to
1. Thailand 119 314 37.9% point out thqse \_N'hich had higher
2 China 162 475 34.1% rates of profitability than Japan.
- - - o | Note 2: “Total responses(2)" is the
3. Indonesia 54 201 26.9% sum of the number of companies
4. NIEs 3 48 223 21.5% the:F rfesi).ondevctjhto in?tuirie?j?ﬁout
. satisfaction with profits and those
5. Malaysia 39 193 20.2%)]  that responded only to the
Total 654 2957 22.1% comparison of profitability with
! . Japan.

/MA|beit slowly, sales and profitability are improving for overseas \

businesses

- Satisfaction figures for FY2010 performance have steadily improved since the lows
after the “Lehman Shock”. Specifically, satisfaction over net sales is at 2.85 (a 0.21
point year-on-year increase), and satisfaction over profitability has grown to 2.75 (a
0.21 point year-on-year increase). That said, levels have not reached “3”, which was
initially targeted (see Figures 10 and 11).

WSatisfaction levels rise for ASEAN and NIEs, but companies are
facing hurdles in India

*ASEANS and NIEs3 nations have received high marks in terms of both sales and
profits. Thailand faired particularly well, with roughly 40% of companies giving
responses of either “4. Somewhat satisfactory” or “5. Satisfactory” concerning
profitability. The same rates of response for India, on the other hand, did not even
reach the 20% level (16.2%). Despite the high expectations for the local market, the
effects of fiercer competition and other factors are thought to be behind the difficulty in

meeting initial targets for India (see Figures 11 & 12 and Appendix 7).
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Il. 2. Reasons for Satisfaction with Profitability (by major country and region) p.9

Figure 14: Reasons for Satisfaction with Profitability over Time (Multiple response)

ASEAN 5 China North America EU 15
100% 100% 100% 100%
80% 1 80% 80% 80%
60% [~ 60% [~ 60% [~ L
40% - 40% | o 40% 40%
20% 20% 20% 20%
0% : : : : 0% 0% — 0%
f;,';erg,f,mance) 2006 2007 2008 2009 2010 2006 2007 2008 2009 2010 2006 2007 2008 2009 2010 2006 2007 2008 2009 2010
(Companies) (268) (295) (150) (248) (289) (123) (129) (91) (150) (141) (110) (81) (36) (51) (83) (89) (87) (38) (35) (49)

Note: Companies who responded with “4. Somewhat satisfactory” and “5. Satisfactory” regarding profitability were asked for the reasons for those responses
on a region/country basis. The percentages represent the ratios of each choice to the total number of responses (shown in parentheses under
the fiscal year of performance) for reasons given for the relevant region/country. Multiple responses were possible.

=l 1. Good performance of sales in the country/region
—O_ 2. Good performance of exports in the country/region
—A&—— 3. Successful cost cuts (personnel, materials, etc.)
m—le=== 4. Cost cuts via consolidation of manufacturing

<> 5. Manufacturing facilities brought fully on line

6. Foreign exchange gains

pe

\_ regions are successfully improving their profitability through their business activities, not cost cuts. y,

BOverall, sales in local markets are performing better A

- The ratio of companies that listed “1. Good performance of sales” as a reason for satisfaction in ASEAN5
was 81.3%, with particularly good performance reported in Indonesia, Malaysia, and Thailand (85.7%,
85.3, and 83.9%, respectively). Another characteristic of ASEANS is that “2. Good performance of
exports” is the second most frequently cited reason for satisfaction, which indicates that the region is
being for centers of supply within and outside ASEAN.

-The ratio of “5. Manufacturing facilities brought fully on line” responses for China is decreasing year by
year, suggesting that production activities in China have gotten off the ground for more and more
companies. (Note that no companies listed “5” for India.)

*The ratio of “3. Successful cost cuts” responses has declined for North American and EU15, while “1.
Good performance of sales” responses have seen an upturn, which suggests that companies in these
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Il. 3. Reasons for Dissatisfaction with Profitability (by major country and region) p.10

Figure 15: Reasons for Dissatisfaction with Profitability over Time (Multiple response)

India China North America EU15
100% 100% 100% 100%
80% | 80% 80% 80% |
60% I 60% 60% [ 60% [
)
[m]
40% 40% 40% 40%
*
20% 20% 20% 20%
0% 0% 0% 0%
B o ance)2006 2007 2008 2009 2010 2006 2007 2008 2009 2010 2006 2007 2008 2009 2010 2006 2007 2008 2009 2010
(Companies)' (42) (385) (70) (72) (70) (202) (204) (263) (222) (194) (170) (199) (278) (237) (148) (94) (87) (190) (176) (126)

Note 1: Companies who responded with “1. Unsatisfactory” and “2. Somewhat unsatisfactory” regarding profitability were asked for the reasons for those responses on
a region/country basis. The percentages represent the ratios of each choice to the total number of responses (shown in parentheses under the fiscal year of performance)
for reasons given for the relevant region/country. Multiple responses were possible.

Note 2: “6.Decreased competitiveness of products due to a strong Yen” was added as a choice beginning with the FY2009 Survey (covering FY2008 performance).

— _ _ _ (mChina and India: Although there are strong Expectations for local markets, )
O 1. Difficulty in cutting costs (personnel, materials, etc.) competition is getting even fiercer

—&—— 2. Not brought fully on line right after establishment *In China, the ratio of companies citing “1. Difficulty in cutting costs” reached 47.9% (16.4 point increase
year on year) , which is the No.1 reason for dissatisfaction. It is followed by “4. Difficulty in getting
customers” as the 2nd reason and “3.Demand for discounts from customers” as the 3rd reason. These
top 3 reasons indicate that the competition in the local market is getting fiercer.

+In India, many companies cite “2. Not brought fully on line right after establishment” as a reason for

5. Shrinking market due to economic fluctuations dissatisfaction with profitability, which is characteristic of emerging economies. As wells as in China, the

ratio of companies citing “4. Difficulty in getting customers” increases.

ENorth America and EU15: The strong Yen is quickly rising as a reason for
being dissatisfied

* As the ratio of companies citing “5. Shrinking market due to economic fluctuations” decreases, those
\_ citing “6. Decreased competitiveness of products due to a strong Yen” are rapidly increasing. J

2
3. Demand for discounts from customers
4

. Difficulty in getting customers (intense competition)

+
—

!

. Decreased competitiveness of products due to
a strong Yen

7. Foreign exchange losses (including effects of
Yen rates in consolidated accounting)
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Il. 4. Evaluations of Degrees of Satisfaction with Net Sales and Profits (by industry)

Figure 16: Evaluating Satisfaction of Net Sales & Profits (FY2010)

p.11

Figure 17: Satisfaction with Profits by Country/Region (three key industries)

Average by industry||Comparison with last FY res’:;zlm Countries/regions with
Net sales  Profits||Net sales __ Profits| companies | highest average in profits
1. Steel 3.19 3.25 +0.34 +0.62 9 |EU15 (4.00)
2. Petroleum & Rubber 3.26 3.13 +0.08 -0.03 14 |Russia (3.75)
3. Automobiles 3.16 3.02 +0.38 +0.31 85 |Indonesia (3.73)
4 (T;:Qf%'tf::g;” o) 309 296| +011  +028 10 |china (3.29)
5. Nonferrous Metals 2.98 291 +0.49 +0.34 18 |Latin America (3.50)
6. Ceramics, Cement & Glass 2.92 2.90 +0.29 +0.25 13 [Thailand 3.50)
7. Metal Products 2.88 2.82 +0.66 +0.50 18 |Vietnam (3.33)
8. Other 2.86 2.78 +0.33 +0.19 46 |Singapore (3.22)
9. Chemicals 2.83 2.74 +0.20 +0.07 87 |Thailand (3.22)
10 Secirical Fquipment & 271  268| +031  +0.28 91 [Indonesia (2.93)
11. Textiles 2.63 2.62 +0.18 +0.10 27 |Latin America (3.25)
12. Paper, Pulp & Wood 2.96 2.61 +0.64 +0.51 6 |Thailand (3.50)
13. Foods 2.60 2.52 +0.10 +0.02 29 |Singapore (3.00)
14. General Machinery 2.52 2.52 +0.30 +0.27 48 |Singapore (3.05)
15. Precision Machinery 2.74 2.52 +0.58 +0.37 33 |India (2.83)

Note: The industries in the table above are ordered according to average values for
Profits from highest to lowest.

GMore industries exceeded their initial targets of “3” \

-In terms of assessments of FY2009 performance, only “Petroleum &
Rubber” products exceeded “3”, which means the equal level of the initial
targets, but for performances in FY2010, satisfaction levels in the
industries of steel, transportation, and automobiles improved (Figure 16).

-1t is noted that even in industries whose evaluation averages failed to
reach “3”, there were some countries/regions where profit margins were
assessed higher than those in Japan (Appendix 7).

BThe automobile industry got high marks in ASEANS5,
particularly in Thailand and Indonesia

*Upon inquiring about the levels of satisfaction over profitability in the three
main industries for which there were the most responses (Figure 17), it
was found that there was a relatively higher degree of satisfaction in the
ASEANS region, particularly in Thailand and Indonesia. Assessments
were especially high in the automobile industry, where both countries
demonstrated strong local market and solid business performance. In

\contrast, levels of satisfaction in India remain low.

J

1) Electrical Equipment & Electronics

3.50 Satisfied
—A— FY2008 performance
—0—FY2009 performance ﬁ
3.00 F —e—FY2010 performance
2.50 Dissatisfied
2.00
1.50
O
o
O@
3.50 Satisfied
—A— FY2008 performance
—O— FY2009 performance ﬁ
3.00 F —e—FY2010 performance
250 Dissatisfied
200
1.50 \\‘q,‘ ‘6‘»@‘@‘ . ‘rz,‘ ‘!0 ‘(’) ‘9‘0
S N\ oS & & 2 N O ¢ O W A &
PSRN Zs U\ S S RPN AP A M R C R
S .Q&Q e (\6"(\ @’2}?’ & @& © N < RS
N S R O S
0\0 0(" > \Q}
$ v Q/’b{’
3) Automobiles
4.00
—A— FY2008 performance T
350 5 FY2009 performance || Satisfied
. —e—FY2010 performance ﬁ
3.00 @
2.50 . e
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2.00
1.50
o
\O\Q
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lll. Business Prospects
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[ll. 1. Attitudes toward Strengthening Businesses (domestic & overseas)

p.12

~Question concerning medium-term (next 3 yrs. or so) overall prospects for overseas and domestic operations.

Overseas

Figure 18: Medium-term Prospects (next 3 yrs. or so)

Figure 19: Medium-term Prospects (next 3 yrs. or so)

for Overseas Operations for Domestic Operations

-
[ Total responding companies ] (Supplementary Info) [ Total responding companies ] (Supplementary Info)
Mid-tier firms/SMEs Mid-tier firms/SMEs
1.0% 0.7% 2.0% 0.7% 0.2% 2.4% 2.9% 10.8% 0 13%  27%  93%  45%  68%
100% 100% 0.7% 06% 00% 100% i 9N .8% 4.1% 5.8% 100% . : .
9 % [ 4.0%
90% ||16.8% 165% |2 | oos oox || 1% | [ 31% 90% o4 52%
80% 6.6% 6.9% 80% |
80% L - = = = = H
80% 6.7% 70% [151.3%
Tox “ 550 58.7%
45.6% 60% H 7%
70% 60% 70% H - sam| - . || 56.5% o 1%
50% en 50%
60% 4o% 60% || - - LN e I & BT B i B B o R
SR 62.0% aox |
50% 30% 50% - 1| | | | -
20% ,43.3%736 ou| | - - |l
20% : 31.6%
40% 40% — — — — H 104 | 23X 22.8%
10%
30% 30% H || || | | || 0% I I I I
0% 2007 2008 2009 2010 2011 (FY)
2007 2008 2009 2010 2011 (fy) 50.5%
20% 20% [ |140.8% || = = H = i
Scale back/withdraw 31.2% Undecided
10% I 27.2% : 25.9% B Scale back
U Maintain present level 10% 1 B B n B | O Maintain present level
0% @ Strengthen/expand 0% 0O Strengthen/expand
2007 2008 2009 2010 2011 (FY) 2007 2008 2009 2010 2011 (FY)

Notel: “Overseas operations” is
defined as production, sales, and

R&D activities at overseas bases,

as well as the outsourcing of
manufacturing and procurement
overseas.

Note2: The numbers in the
parentheses above the bar
graphs indicate the numbers of
responding companies to the
question.

Note3: Mid-tier firms/SMEs are
companies whose paid-in capital
is less than 1 billion Japanese
Yen.

‘Large corporations and Mid-tier firms/SMEs alike are clearly bolstering their overseas businesses as a means to grow\

*The number of companies that responded that they will “strengthen/expand” their overseas businesses was 511 companies, which was 87.2% of the total
(a 4.4 point increase from the previous fiscal year), which was the highest ratio recorded since this survey began. The figures for Mid-tier firms/SMEs for the
same were also very high at 78.5%, which is comparable to the record high of FY2007 (80.8%).

+As for domestic operations, companies see a meager prospect for growth in the domestic market, and in part due to the effects of the Great East Japan
Earthquake, 361 companies, or 62.0%, responded that they would “maintain present levels”, while 151 companies (25.9%) said they would “strengthen or
expand” domestically, which is the lowest figure ever seen in this survey, a clear indication of overall intent to “maintain current levels”. The ratio of SMEs
saying they would “strengthen or expand” dropped even lower at 22.8%.

-OQverall, large corporations and mid-tier firms/SMEs alike, not seeing prospects for domestic growth, are clearly seeking to reinforce their overseas business

\)perations as a means for growth.
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[ll. 2. Attitudes toward Strengthening Businesses (domestic & overseas, by industry)

Figure 20: (594) (586)  (33) (33) (32) (31) 85) (89) (57) (54)  (107) (101)

(103) (95)

(36) (35)

, 100%
Medium-term Prospects - \ P
for Overseas Operations 90% 7 4
{ /
80% (I <

70%
Overseas

60%

82.8%
50%

<
7
’
92.1% |8 87.0% -

6%

84.2% 80.6%
40% [ 77.4% ~86.0% T178.5% [T R
30% NI EEHE - '
Scale back/withdraw
20% (ISR~ -
OMaintain presentlevel
10% ISSHEREY------ (R -
B Strengthen/expand
0% 1 1 1 1 1 I 1 1 1
10 11 10 11 o0 11, 10 11 0 11 10 11 10 11, 10 11
All Foods Textiles Chemicals General Electrical Automobiles Precision
Industries Machinery Equipment & Machinery
Electronics
Figure 21:
Medium-term Prospects ;o (589)(582) (33)(32)  (31) (30) (82) (87)  (57) (54)  (107) (102) (102) (95) (36) (35)
for Domestic Operations B i ;
90%
80% | 438%
42.49 2419
70% 98.1%
o 62.0% h e 54.24 61.194|54 B%
oo I L PP eqa0d| 4% | sp8%
50% 63.2""'.' ] \\ 1 72.5%|72 5%
40% . \ i DR L
BEUndecided _— \ \ ' \ ]
30% [ | 1 \
m Scale back —  54.5%563% 5129 - O
o 20% T —136.29 ! B7.1%
O Maintain presentlevel H2the 4o, 32.39 31.0% : 226“% - 3B.3% "
9 H£9-3 70 {20.0% 21.19 N |
@ Strengthen/expand 10% 20. ([L8-8% 13.7% 11 6%
0% 1 I 1 1 L 1 i I 1 1 L 1 1 1 1 1 I 1 1 1 1 i
10 11 10 11 0 11, 10 11 d0 11 10 11 0 11, 10 11
All Foods Textiles Chemicals General Electrical Automobiles Precision
Industries Machinery Equipment & Machinery
Electronics

p.13

[lOverseas: Companies in nearly all )
industries intend to “strengthen or
expand” their operations

+Although eight fewer companies answered
this question this time, 19 more companies
responded that they would “strengthen or
expand” operations.

-Particularly high ratios for “strengthen or
expand” responses were seen in the
chemical and automobile industries, both of
which exceeded 90%. At the same time, it
was “precision machinery” that saw the
highest growth in such responses, passing

the 80% mark (a 16.4 point year-on-year
\increase) for the first time in five years. j

Note 1: “Overseas operations” is defined as
production, sales, and R&D activities at
overseas bases, as well as the
outsourcing of manufacturing and
procurement overseas.

Note 2: Numbers in parentheses above the
bar graph indicate the number of
companies that answered the question.

GThe number of companies seeking \
to strengthen/expand declines while
those looking to maintain current
operations grow

-Compared with last year, the number of
companies seeking to “strengthen or
expand” decreased by 33 (a 5.3 point drop),
while there were 19 more companies (a 4.0
point gain) in companies looking to
“maintain present levels”, which shows that
more companies have adopted a “wait and
see” approach to domestic businesses. The
number of “maintain present level”
responses has consistently risen since the
FY2007 survey.

*The ratio of “strengthen or expand”
responses has decreased particularly
sharply in the industries of Chemicals and
Electrical Equipment & Electronics. The
Great East Japan Earthquake severely
damaged these two industries, and the
effects are thought to be reflected in the

\_responses.
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lll. 3. Attitudes toward Strengthening Businesses (cross tabulation)

Figure 22: Cross tabulation of overseas and domestic business prospects

v

Medium-term business prospects

Overseas production ratios/

p.14

Figure 23: Characteristics of companies

scaling back

Note: This figure is a cross tabulation of 580 companies which answered both questions of the prospects for overseas
operations (Figure 18) and the prospects for domestic operations (Figure 19).

About 90% of respondent companies reply that they will either strengthen or

maintain domestic operations while they will either strengthen or maintain overseas

operations

*The companies that would “strengthen or expand” levels of domestic operations while “strengthening or expanding”
their overseas operations amounted to 142 companies. Those that would “maintain” levels of domestic operations
with the intention of strengthening the overseas operations amounted to 303 companies, over half of total
companies with the intention of strengthening “overseas operations”(506). In addition, of the companies that
responded to “maintain” levels of overseas operations, 57 companies would “maintain” domestic operations, while
eight would “strengthen or expand” their domestic operations. Combining four categories mentioned above, the
total number of companies comes to 510. About 90% of the respondent companies (580) will either maintain or
expand their domestic operations while either maintaining or strengthening their overseas operations.

EMost companies indicating to “scale back” domestically are strongly overseas-

oriented

-Meanwhile, there were 33 companies that indicated to “scale back” their domestic operations while they would
“strengthen or expand” their overseas operations. As is clear from Figure 23, most of these (22 companies) are
companies with less than ¥50 billion in sales and the distribution of these companies is fairly even across
industries. It seems that these companies are traditionally very “overseas-oriented” and therefore have high ratios

of overseas production. It is also assumed that the choices to scale back domestically are presumably
management decisions made on a company-by-company basis.

scale back
(A)

companies

(B)

Overseas Domestic - FY2010 actlijlof FY2011 proj,e%?e‘ﬁa;i;g;t)erm p,)qltirfls (1) Volume of net sales —
businesses businesses ,Cm T&ZZQE;"‘ / Zm respondent companies resr:c;.ncca‘fem
Strengthen/expand 142 27.2% 27.4% 124 31.1% 112 Cshcc;fl’slggctko eampses | )
Strengthen/expand}Maintain present level!  _303| 7% 283 34.7% 276 39.3% 262 A) (8)
(506 companies) Scale back v 33] ) 42.0% 33 44.7% 32 53.4% 32| [¥ 1 trillion or more 2 40| 5.0%
Undecided T 8] 34.6% 26 35.0% 26 38.3% 21 ¥300 bn. up to ¥1 trillion 2 68| 2.9%
o Strengthen/expand 25.0% 8 25.0% 8 26.3% 8| [¥100 bn. up to ¥300 bn. 3 104 2.9%
Ma'”tal"” plrese”t Maintain present level 571 45.0% 47| 445% 44| 45.9% 43| |¥50bn. up to ¥100 bn. 4 100 4.0%
(73 Coizlsames) Scale back 3| 5L7% 3l 517% 3l 517% 3 ilg:;:n";’;‘t‘:’: bn. 13 232 12-322
Undecided 5 20.0% 4 20.0% 4 20.0% 4 No Ancwar : — 12 - —
Scale Strengthen/expand 1 15.0% 1 5.0% 1 - 0 Total 33 503l 5.5%
back/v(\:/ie;hdraw Maintain present level 0 - 0 - 0 - 0 (2) Volume of paid-in capital
(1 company) Scale back 0 - 0 - 0 - 0 p P RENGH
Undecided 0 - 0 - 0 - 0 companies res’:cc’)'n‘c’lfem
Total 580 531 518 485 choosing to (A)(B)

Large Corporations 20 437] 4.6%
Mid-tier Corporations and SMEs 13 166] 7.8%
Total 33 603| 5.5%

(3) Industry

No. of
companies
choosing to
scale back

(A)

No. of
respondent

companies

(B)

(QVIG))

Electrical Equipment & Electronics 6 103 5.8%
Automobiles 7 971 7.2%
Chemicals 6 96 6.3%
General Machinery 3 541 5.6%
Precision Machinery 2 36| 5.6%
Other 5 52| 9.6%
Petroleum & Rubber 1 14| 7.1%
Textile 3 31l 9.7%
Other than above mentioned industries - 120 —

Total 33 603| 5.5%
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V. Promising Countries/Regions over the Medium-Term
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IV. 1. Promising Countries/Regions: Rankings p.15

Figure 24: Promising Countries/Regions for Overseas Business over the Medium-term (next 3 yrs. or so)
(Multiple response)
(=See Appendix 1 for pre-FY2010 results and for Promising Countries/Regions for Mid-tier firms/SMEs over the Medium-term)

Q)

The respondents were each asked to name No. of responses citing
the top 5 countries that they consider to have ' country/region
promising prospects for business operations over Percentage share = Total No. of respondent
the medium-term (the next three years or so). co.mpanies
@oth No. of respondent companies and the percentage\
Rankin No. of Percentage shares of China and India declines.
9 . Companies Share *The top two spots (China followed by India) remained the same.
Cou ntry/Reglon 2011 2010 Although the number of respondent companies and the percentage
2011 < 2010 2011 2010 shares of China and India declined a little, the trend that about 70%
(Total)] 507 516 of respondent companies chose China as promising and about 60%
1 — 1 |China 369 399| 72.8 77.3 of those chose India as promising remains the same.
2 R ’ Inhd|§|1 d 297 312 58.6 60.5 BRespondent Companies are clearly more interested in
3 f 4 T_ allan 165 135( 325 26.2 emerging countries: Emerging countries in the top 20
4 § 3 |Vietnam 159 166| 31.4 32.2 such as Indonesia, Thailand and Brazil gain more
5 — 5 |Brazil 145 127| 28.6 24.6 percentage share.
5 4 6 |Indonesia 145 107! 28.6 20.7 - Seeing the change of the percentage share year-to-year, Indonesia,
_ : Thailand and Brazil got higher percentage share with a 38-
4 7 |Russia 63 75 12.4 145 companies increase, a 18-companies increase, a 18-companies
8 - 8 |USA 50 58 9.9 11.2 increase respectively. In addition, Asian emerging countries in the
9 f 10 (Malaysia 39 291 7.7 5.6 top 20 (excl, China, India and Vietnam), Mexico and Turkey
_ : generally gain more percentage share although some drop its
10 10 |Taiwan 35 29 6.9 .6 ranking. In contrast, USA (incl, North America) and EU (incl,
11 ' 9 [Korea 31 30| 6.1 5.8 Europe) decrease the number of respondent companies and lose
12 — 12 |Mexico 29 25 57 4.8 the percentage share as well. It is clearly said that the more interest
_ ; of the respondent companies leads to the emerging countries where
13 13 Sm_g_ap_ore 25 21 4.9 4.1 the domestic market is expected to expand.
14 — 14 [Philippines 15 14 3.0 2.7
15 — 15 [Turkey 12 8 24 16 ECambodia is ranked in the top 20 countries.
16 . 15 |Australia 8 8 1.6 1.6 *Following the rise of Bangladesh and Myanmar to the top 20 in last
, . h o
16 15 |Bang ladesh 8 8 1.6 1.6 year's survey, Cambodia rose to thg 16" s_pot in this survey. The
. main reason of respondent companies which chose these three
16 24 |Cambodia 8 4 1.6 0.8 countries as promising are “inexpensive source of labor”.
19 f 20 |Myanmar 7 5 14 1.0 Bangladesh with ca. 150 million population is chosen as promising
20 ' 19 |Great Britain 6 6 1.2 1.2 Qecause of “Future growth potential of local market”. /

Note 1: In addition to the countries listed above, the following regions also gained responses: EU/Europe (14 companies, 2.8% of
the total); North America (13 companies, 2.6%); Eastern Europe (6 companies, 1.2%); Middle East (9 companies, 1.8%).
Note 2: Countries/regions are listed in alphabetical order in cases where they ranked the same.
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Figure 26: Promising Countries/Regions for Overseas Business
over the Medium-term (by major industry)

IV. 2. Promising Countries/Regions: Changes in Percentage Shares (8 main countries)

Figure 25: Promising Countries/Regions for Overseas Business over
the Medium-term (next 3 yrs. or so): Percentage Shares

(%) Chemicals Automohiles
100 r (No. of companies : 80) (No. of companies: 82)
No. of No. of
90 | Rank| Country companies Rank| Country companies
1 China 63 1 China 61
80 | 2 India 46 2 India 56
3 | Thailand 26 3 | Indonesia 38
- 4 Brazil 25 4 | Thailand 35
70 ——o— China 5 | Vietnam 23 5 Brazil 32
. 6 | Indonesia 17 6 Mexico 17
60 | ——India 7| usa 12 7 | vietnam 16
PS f 7 Malaysia 12 8 Russia 8
Thailand 9 Korea 8 9 USA 4
50 r ——\Vietnam 9 |Singapore 8 9 | Malaysia 4
—¥—Indonesia Electrical Equipment &
40 r ; :
B il Electronics General Machinery
- A—Brazi (No. of companies: 86) (No. of companies: 48)
I i No. of No. of
O Russia Rank Country | o " | [Rand Country | O " o
20 | o— USA 1 China 61 1 China 30
2 India 54 2 India 28
3 | Thailand 27 3 Brazil 17
10 3 | Vietnam 27 4 | Thailand 15
3 Brazil 27 5 Vietnam 14
0 6 | Indonesia 16 6 | Indonesia 13
7 Russia 9 7 Russia 8
00 0L 02 03 04 05 06 07 08 09 10 11 (Fv) 8 | Taiwan 6 8 USA 5
8 [Pnhilippines 6 9 Taiwan 4
o ) © . 10 Korea 5 10 | Malaysia 3
E < I = g < 10 | Turkey 3
SollZ 2|9 o o5 S
° 5 ?E 2l 8 o 3 = 5 Figure 27: Promising Countries/Regions over
o = Il
23 e63%| 3| | T § 0 = the Long-term (next 10 or so years)
= n o >
2E[e= g & g 'c_’u § E Country/ No. of
E E S| < e} = O < Rank Req Y companies| Share
E ) é = - egion 420
) ~N 1 | India 333 79.3%

H n terms of the percentage share of votes for promising countries over the medium-term, China has lost its share to 72.8% with a 2 [ China 299 71.2%
4.5-point decrease since last year survey although it maintained the top position (Figure 25). Although India rapidly gained its 3 | Brazil 196 46.7%
percentage share since FY 2003, its percentage share has leveled off around about 60% since FY 2008. 4 | Indonesia 147 35.0%

B Even in the main industries (chemicals, automobiles, electrical equipment and electronics, and general machinery), China and 5 | Vietnam 146 34.8%

India are at the top as promising countries over the medium-term. In automobiles, China takes over 1st spot from India and India 6 Thall{:md 114 27'12/"
is down to 2nd spot in this survey (Figure 26). ; SESASIa 22 22'2;)

H Although India and China maintained the 1st and 2" positions, respectively as promising countries over the long-term, the 9 | Mexico o5 6-00/0

number _of companies Cltll-’lg 3razn| (from 151 to_1_96 companlgs, a 4§—compan|es increase) and Indonesia (from 93 to 147 10 | Malaysia 21 5.0%
\_ companies; a 54-companies increase) as promising grew rapidly (Figure 27). Y,
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IV. 3. Reasons for Countries as Promising for Overseas Operations and Issues: China

a b~ W N P

a b~ W N -

p.17

X See Appendix 2 & 3 for details of reasons/issues cited for the top 10 countries being viewed as promising

No. 1: China

Reasons

(Total No. of respondent companies: 351) (Note 1)

Future growth potential of local market
Current size of local market
Inexpensive source of labor

Supply base for assemblers
Concentration of industry

Issues

i

(Total No. of respondent companies: 339)
Rising labor costs
Execution of legal system unclear (frequent changes)

Intense competition with other companies

Insufficient protection for intellectual property rights

Restrictions on foreign currency/transfers of
money overseas

No. of
companies

289

163

115
98
80

No. of
companies

251
203
188
160
122

Changes over
past 5 years

Ratio (Note 2)

82.3%

46.4%

328% —&— 1.Future growth potential of local market

279% —A— 2.Current size of local market

228% —O— 3.Inexpensive source of labor
4.Supply base for assemblers

—X¥—5.Concentration of industry
Ratio

74.0% Changes over

59.9% past 5 years

55.5%

47.2%

360% —@— 1.Rising labor costs

—>¢— 2.Execution of legal system unclear

industry” rose to the 5t position.

B Because wages are rising in China, the ratio of companies listing “inexpensive source of
labor” as a promising feature drops year by year, while the ratio of companies citing the No. 1

issue of “rising labor costs” continues to rise yearly.

B The 2nd most frequently cited issue, namely “execution of legal system unclear”, has been
increasing in ratio since FY2010. In interviews, companies cited frequent changes made to
the legal system as well as differences in the way regulations are interpreted/implemented

\ between the central government and local governments.

(IThe top four reasons given for being promising have not changed, but “concentration of

—A— 3.Intense competition with other companies

---O- - - 4.Insufficient protection for intellectual
property rights

money overseas
—M— (6.Labor problems)

J/

Note 1: The “No. of companies” here refers to the number of companies that responded to questions concerning “reasons for being a promising country” and
“issues” out of the number of companies that listed that country/region in Figure 24. For this reason, the numbers of companies here may not be the same as in Figure 24.
Note 2: “Ratio” refers to the number of companies that cited “reasons for being a promising country” or “issues” divided by the total number of respondent companies.

Multiple responses were possible to this question.

—4——5.Restrictions on foreign currency/transfers of

100%

90%

80%

70%

60%

50%

40%

30%

20%

10%

0%

100%

90%

80%

70%

60%

50%

40% |

30%

20%

10%

0%

46.49%9

2007 2008 2009 2010 2011 (FY)
(336) (294) (348) (394) (351)

i 74.0%

2007 2008 2009 2010 2011(FY)
(325) (285) (336) (377) (339)
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IV. 4. Reasons for Countries as Promising for Overseas Operations and Issues: India

No. 2: India

Reasons

(Total No. of respondent companies: 283) c 0::;;: es Ratio
1 Future growth potential of local market 256 90.5%
2 Inexpensive source of labor 112 39.6%
3 Current size of local market 69 24.4%
4 Qualified human resources 64 22.6%
5 Supply base for assemblers 59 20.8%

Issues |
(Total No. of respondent companies: 255) No. of Ratio
companies

1 Underdeveloped infrastructure 122 47.8%
2 Intense competition with other companies 97 38.0%
3 Execution of legal system unclear (frequent changes) 79 31.0%
4 Complicated tax system 73 28.6%
5 Rising labor costs 55 21.6%

-
mAmong the countries that listed India as promising, more than 90% cited the
“future growth potential of the local market”, a clear indication of expectations for
the Indian market.

ECompanies that have no bases of operation in India made up more than half of
respondent companies. Companies without bases in India cited “security/social
instability” (36 companies, 24.7%[MN°el ) as the 4" issue, with the 5™ being
“complicated tax system” (32 companies). Among those companies, “rising labor
costs” ranks 11™ (24 companies), demonstrating differences in the perception of

L what the issues are depending on whether companies have bases there. )

100%

90% | W

80%

Changes over
past 5 years

70% I

60%

50% |
39.6%
) 40%
—&— 1.Future growth potential of local market

—O— 2.Inexpensive source of labor 30% |- \
—aA— 3.Current size of local market 20% | k”A/‘___/

———4.Qualified h
Qualified human resources 10% L

5.Supply base for assemblers

0%

2007 2008 2009 2010 2011 (FY)
(246) (269) (275) (310) (283)

100%

90% |
Changes over
past 5 years

80% |

70%

60%

l\.\.’.—4;80/
50% |
40% Q/A/sgoo
e
¥ Y& °
O T —e—¥

—Jl— 1.Underdeveloped infrastructure

—>¢— 3.Execution of legal system unclear

—/A— 2.Intense competition with other companies

30%
---O--- 4.Complicated tax system 20% r 2/

—@—5.Rising labor costs 10%

<— (6.Security/social instability)
0%

2007 2008 2009 2010 2011 (FY)
(207) (257) (260) (294) (255)

Note: The percentage was calculated by dividing by 146, which is the number of companies without bases in India but that listed India as a promising country for overseas operations over the medium-term.
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IV. 5. Existence of Real Business Plans (comparison of top 2 countries over time) p.19

Figure 28: Existence of Real Business Plans for Companies that Listed China/India as Promising (past 5 years)

@ 342 297 353 399 369 (¢ [
Companies that named promising countries | 100% ,( ) @0 359 (399)  (869) (@>9) e (e78)  @12)  (297) (Companies)

over the medium-term in Figure 24 were
asked whether they had plans for each of
the countries they chose. In the bar graph,
the red represents the existence of plans, 80%
and the blue represents the absence of
plans, where the total number of companies
that responded with China and/or India is
100%.

60% |-

Please note that the figures in parentheses
denote the number of companies that
responded with China and/or India.

40%

263
215 [l 200 275
197

Plans, includi ither f
.nee\l/cT)L:Q;:slsnf%gysechror 20% 89 104 103 122 129

additional investment,
do exist

|:| No concrete plans exists 0%
at this point
] 2007 | 2008 | 2009 | 2010 | 2011 2007 | 2008 | 2009 | 2010 | 2011 | (FY)
No response

China India

(lOf the companies that listed the countries as promising, about 70% have plans for China and about 40% have plans for India

- Although the percentage shares for both China and India have declined compared to the previous survey, out of the companies that did count them as promising, the
ratios of companies with plans for them increased.

*Although the share ratios of China and India are approaching each other, as shown below, there is a large disparity in terms of the presence or lack of business plans
between the two countries.

-In the results of the FY2009 survey carried out just after the financial crisis precipitated by the collapse of Lehman Brothers, the ratio of companies with business plans
for China fell sharply, but this figure has steadily risen since then, and in the present survey was 71.3%. That is, out of the companies that cited China as a promising
country, over 70% have some sort of concrete business plans.

-India, on the other hand, saw its percentage share ratio continue to consistently grow from FY2007 to FY2010, although in the present survey it fell slightly (Figure 25).
Of the companies that cited India as a promising country in this survey, the number of companies that said they have business plans grew by about 4.3 percentage
points from the last survey, but this figure is still hovering around the 40% mark, suggesting that, just as in the previous survey, the level of hope perceived in India

\reﬂects more future expectations than immediate assessments.

J
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IV. 6. Reasons for Countries as Promising for Overseas Operations and Issues: Thailand

No. 3: Thailand

—

g w w N -

Reasons

No. of

(Total No. of respondent companies: 159) companies Ratio
Future growth potential of local market 93 58.5%
Inexpensive source of labor 66 41.5%
Supply base for assemblers 53 33.3%
Base of export to third countries 53 33.3%
Developed local infrastructure 45 28.3%
Issues

(Total No. of respondent companies: 133) Cor’:(;;]fies Ratio
Security/social instability 60 45.1%
Rising labor costs 51 38.3%
Intense competition with other companies 51 38.3%
Difficult to secure management-level staff 36 27.1%
Difficult to secure technical/engineering staff 26 19.5%

1
2
2
4
5
(u

\_

~

While the No. 1 reason for listing Thailand as promising is the “future growth
potential of local market”, it is also perceived as one of the best places for
manufacturing centers in ASEAN countries. As evidence of this, the 3" most
frequently cited reason for being promising is its potential as a “base of export to
third countries”, which was mentioned by more than 30% of respondent
companies (a higher ratio than either Vietnam or Indonesia). It also has a highly
rated infrastructure (the 5" reason), although it remains to be seen how badly the
floods caused by heavy rain this summer will affect the production activities by
Japanese manufacturers.

The most frequently cited issue this year as well was “security/social instability”,
and out of the 60 companies that listed this issue, 83% companies already have
bases in Thailand. Although there were few comments concerning the direct
impact of this issue on production, it appears that a certain degree of concern over

the situation in Thailand remains. )

Changes over
past 5 years

—&— 1.Future growth potential of local market
—O— 2.Inexpensive source of labor

3.Supply base for assemblers
—¥— 3.Base of export to third countries

— -O- - 5.Developed local infrastructure

Changes over
past 5 years

O 1.Security/social instability
—@— 2.Rising labor costs
—— 2.Intense competition with other companies
— — — — 4 .Difficult to secure management-level staff

---©--- 5.Difficult to secure technical/engineering staff

80%

70%

60%

50%

40%

30%

20%

10%

0%

80%

70%

60%

50%

40%

30%

20%

10%

0%

58.5%

2011 (FY)
(159)

2007
(130)

2008
(124)

2009
(108)

2010
(132)

O 45.1%

1%
38.3%

2007 2008 2009 2010 2011(FY)
(112) (117) (104) (128) (133)
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IV. 7. Reasons for Countries as Promising for Overseas Operations and Issues: Vietham

No. 4: Vietnam

Reasons

No. of

(Total No. of respondent companies: 149) companies Ratio
1 Future growth potential of local market 105 70.5%
2 Inexpensive source of labor 94 63.1%
3 Qualified human resources 32 21.5%
4 Supply base for assemblers 25 16.8%
5 Base of export to third countries 23 15.4%

Issues

(Total No. of respondent companies: 121) corﬁz;fi es Ratio
1 Underdeveloped infrastructure 54 44.6%
2 Execution of legal system unclear (frequent changes) 42 34.7%
3 Rising labor costs 35 28.9%
4 Intense competition with other companies 28 23.1%
5 Underdeveloped legal system 27 22.3%
(mJust as with last year, the No. 1 reason for seeing Vietham as promising was the )

“future growth potential of local market”, the ratio of companies that cited this
reason jumped from 61.2% to 70.5%. Up till now, Vietnam’s appeal often lied in its
potential as a site for risk diversification (No.7 reason this year) and
assembly/export bases, but interest in the local market is steadily growing.

HOne of the advantages of Vietnam is its labor market as seen in reason No. 2
“inexpensive source of labor” and No. 3 “qualified human resources”. However, it is
important to note that more and more companies are beginning to cite “rising labor
costs” as an issue. Similar to India, No. 1 issue was “undeveloped infrastructure”

\_ (13.8 point increase year on year). )

Changes over
past 5 years

—&— 1.Future growth potential of local market

—O— 2.Inexpensive source of labor

3.Qualified human resources
4.Supply base for assemblers

—¥— 5.Base of export to third countries

---4--- (7.Good for risk diversification to other
countries)

Changes over
past 5 years

—l— 1.Underdeveloped infrastructure

—>— 2.Execution of legal system unclear

—@— 3.Rising labor costs

—7~A— 4.Intense competition with other companies

------- 5.Underdeveloped legal system

80%

70%

60%

50%

40%

30%

20%

10%
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80%

70%
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30%
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0%

70.5%)

3 63.1%)

2007 2008 2009 2010 2011 (FY)
(176) (150) (149) (165) (149)

44.6%

34.7%

2007 2008 2009 2010 2011 (FY)
(142) (144) (136) (156) (121)
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IV. 8. Reasons for Countries as Promising for Overseas Operations and Issues: Brazil p.22

. 100%
No. 5: Brazil o1/
90%
80% I
Reasons '
(Total No. of respondent companies: 138) No. of Ratio Changes over 0% ¢
companies past 5 years 0%
1 Future growth potential of local market 126 91.3% ’
2 Current size of local market 40 29.0% 50% 1
3 Supply base for assemblers 27 19.6% 40% |
. —&— 1 .Future growth potential of local market 29.0%
4 Inexpensive source of labor 22 15.9% 30% | '
—aA— 2.Current size of local market
. . 0
5 Concentration of industry 12 8.7% 3.Supply base for assemblers 20% |
—O—4.Inexpensive source of labor 10% I
—¥—5.Concentration of industry M
0% ‘ ‘ ‘ ‘
Issues 2007 2008 2009 2010 2011 (FY)
(47)  (91) (95) (126) (138)
. No. of .
(Total No. of respondent companies: 115) o o Ratio
companies 100%
1 Intense competition with other companies 46 40.0%
. - - o Changes over 90% [
2 Security/social instability 40 34.8% past 5 years o
. al
3 Complicated tax system 36 31.3%
P 70%
4 Import restrictions/customs procedures 27 23.5% ’
4 Lack of information on the country 27 23.5% 00% 1
( ~N 50% <
EReflecting the strong Brazilian economy, 91.3% of companies cited the “future —_A— 1Intense competition with other companies 40{0%
growth potential of the local market”, which continues to be the No. 1 reason for ) o y a0% [ AN
seeing Brazil as promising. The 2" most frequently cited reason was the “current &2 Security/social instability 8%
size of the local market” (29.0%), which was the same as the previous survey. ---0--- 3.Complicated tax system 30% -
HAs for issues, in the survey of two years ago “intense competition with other _ 4Import restrictions/customs procedures | 20% |-
companies” was ranked 5" (20.5%), last year’s survey it was 2" (30.0%), and in
this year's survey it was for the first time the No. 1 reason (40.0%), which is an —®— 4.Lack of information on the country 10% L
indicatior_1 that companies from aII_ over t_he_world_gre actiyely entering in Brgzil. _ (6. Execution of legal system unclear)
Meanwhile, concerns over “security/social instability”, which was the No. 1 issue in 0% ‘ ‘ ‘ ‘
the previous survey, dropped to 2" place, although the ratio of companies that 2007 2008 2009 2010 2011 (FY)
listed this issue (more than 30%) did not change substantially from the previous 40) (88) (88) (120) (115)
\survey. Yy,
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IV. 9. Reasons for Countries as Promising for Overseas Operations and Issues: Indonesia p.23

H No. 5: Indonesia

Reasons

(Total No. of respondent companies: 141) corl:lwz;aﬁ:es
1 Future growth potential of local market 115
2 Inexpensive source of labor 65
3 Current size of local market 39
4  Supply base for assemblers 37
5 Base of export to third countries 22
Issues]
(Total No. of respondent companies: 119) No. Of.
companies
1 Intense competition with other companies 46
2 Underdeveloped infrastructure 42
3 Execution of legal system unclear (frequent changes) 38
4 Rising labor costs 29
5 Security/social instability 24

Ratio

81.6%
46.1%
27.7%
26.2%
15.6%

Ratio

38.7%
35.3%
31.9%
24.4%
20.2%

companies citing it grew from 75 to 115.

the list because of the increase in responses citing other issues.

\_

TN . )
EWhile reasons that reflect advantages in terms of production ranked No. 4 and 5,
the appeal most often perceived is the “future growth potential of the local market”,
which, like the previous fiscal year, is still the No. 1 reason and the number of

HLocal competition is intensifying as more companies look to Indonesia. The No. 1
issue cited is “intense competition with other companies”, with the number of
respondent companies jumping from 25 to 46. Indonesia’s “underdeveloped
infrastructure” took the 2nd spot as this problem has become more apparent with
the increase of local production level. “Security/social instability”, last year’s No. 1
issue, actually gained four more companies this year, but it dropped to 5™ place on

J

Changes over
past 5 years

|

—&— 1.Future growth potential of local market

—— 2.Inexpensive source of labor
—a— 3.Current size of local market
4.Supply base for assemblers

—X—5.Base of export to third countries

Changes over
past 5 years

—/\— l.Intense competition with other companies
—@— 2.Underdeveloped infrastructure

—<— 3.Execution of legal system unclear

—@— 4.Rising labor costs

©—5.Security/social instability
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(45) (41) (50) (105) (141)

38.7%

L <
&5 38.3%
| Q
.
- (%

2007 2008 2009 2010 2011 (FY)
(41) (41) (48) (98) (119
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V. 10. Existence of Real Business Plans (top 3 to 8 countries/regions) p.24

Q. Companies that named promising countries over the medium-term in Figure 24
Figure 29: No. of Companies with Concrete Business Plans were asked whether they had plans for each of the countries they chose. In the bar

for Promising Countries/Regions (past 5 years) g[)asp:rl],ctgifricljagaspresents the existence of plans, and the blue represents the

Figure 30: Existence of Concrete Business Plans for
Promising Countries/Regions (FY2011)

(Companies)

100

+—— Thailand
80 i RN

|
(‘165) . Plans, including either for
‘ new business forays or
additional investment,
do exist

60

at this point

Brazil (145) [ ]No response

40

Indonesia

Note 1: See Appendix 8 for a
three-year comparison of
the top 10 countries.

Note 2: The figures in
parentheses denote the
number of companies that
named promising countries.

20

I (159) |:| No concrete plans exists
i

2007 2008 2009 2010 2011 (FY)

0 25 50 75 100 125 150 175 (Companies)

~

(lln terms of companies with concrete business plans, the number of companies citing Thailand is well in the lead

+ In the FY2011 survey results, Thailand rose to 3rd place in percentage share (Figure 24). As its percentage share rose, so did the number of companies with concrete
business plans for operations there (Figure 29), with the result that out of the companies listing Thailand as a promising country for overseas operations, 53.3% (88
companies) now have concrete business plans of some kind (Figure 30), proving that companies have more than just a “wait-and-see” anticipation about the country.

HAs to the number of companies with concrete business plans among promising countries, Indonesia and Brazil are in a roll

- As for the ratios of companies with business plans in the countries they cited as promising in this survey, Vietnam stands at 39.0% (62 companies), Indonesia at 40.7%
(59 companies), and Brazil (which overtook Vietnam) at 45.5% (66 companies). Nevertheless, as with the case with India, less than half of the respondent companies
have plans for these three countries (Figure 30). However, companies with concrete business plans for Brazil and Indonesia have more than tripled over the past five
years (Figure 29).

EThe difference between the U.S. and Russia is the presence or absence of real business plans

-As of FY2008, the number of companies with concrete business plans in Russia exceeded the same for the U.S., Brazil, and Indonesia, but since FY2009 (after the
collapse of Lehman Brothers), that number continued to decline, and eventually all of these countries overtook Russia (Figure 29). As of FY2011, the percentage share is
higher than the U.S., but only 27.0% (17 companies) of companies that view Russia as promising have real business plans. In contrast, 68.0% of companies (34
companies) that see the U.S. as promising have concrete plans for the country, which is double the Russia, in terms of the number of companies (Figure 30). It appears

\that while there is a strong sense of anticipation concerning Russia, companies find it difficult to translate that anticipation into actual business expansion into the country)
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IV. 11. Infrastructure Issues in Promising Countries/Regions

p.25

Figure 31 Infrastructures that Need Improvement (multiple response)
China | India | Vietnam
Respondent Respondent Respondent Note 1: The number of “respondent
companies Res%nses (%1?5) companies Responses ((S@h/a&e)) companies Responses ((S@h/a%) companies @ is the number
2009 336 49 14.6% 2009 260 122 46.9% 2009 136 46 33.8% 3{ Compamf > which chose
2011 339 e 16.8% o1 255 199 478% 100 . 2011 121 54 44.6% ese countries as promising.
100 - 100 : The number of “responses @”
90 - 90 is the number of companies
80 I 9p 90 80 |- which point out
“underdeveloped
70 65 70 1 infrastructure” as an issue
60 - 5 60 - while choosing those countries
50 - 50 - as promising.
40 - 37 4 40 37 36 Note 2: Figure 31 shows the
3 32 comparison with the result of
30 22 90 30 FY 2009 survey which
20 20 17 155 145 g4 conducted the same question
10 7 10 in this survey regarding
0 0 infrastructures that need
improvement.
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companies <®/®) companies @ (®/®) . . . . . . .
50 - - Level of issues for infrastructure in China is lower than those in other countries
| 2009 88 11 12.5% 50 2009 48 17 35.4% such as India among high ranked countries as promising. “Electricity” stands out
45 2011 115 22 19.1% 45 | _2011 119 42 35.3% as an issue for infrastructure among those countries.
40 - Thailand is listed among the top promising countries, but only eight companies
35 - mentioned the infrastructure as an issue (out of 133 respondent companies in
30 - total), so it was excluded from the analysis this year.
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BUnderdeveloped Infrastructures remain issues for India,

- Among the companies that cited India, Vietnam, Indonesia, and Brazil as

 “Roads” and “electricity” are common areas which are need to be developed in all

\Iisted as the third most common issue in India, Vietham, and Indonesia.

Vietnam, Indonesia and Brazil.

promising, the numbers of companies which cite “Underdeveloped infrastructure”
as an issue are; 122 companies (India), 54 companies (Vietnam), 42 Companies
(Indonesia), and 22 companies (Brazil), respectively.

of these countries. In Brazil, electricity grew rapidly as an issue, while water is

J
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IV. 12. Supplementary Information (1): Promising Regions within China

Companies that listed China among promising countries/regions over
the medium-term (next 3 yrs. or so) were then asked to identify up to 3
promising regions each for sales and manufacturing within China. The
figures in the graphs indicate the number of companies that chose
each area, and the figures in parentheses are the number of
companies that chose the relevant area as their first response.
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p.26

Figure 32: (Production) Promising Regions within China

Eastern China [ [ | 2170183)
COQStal Southern China | 173(50)
regions

Northern China | 144(38)

Inland-Central 113(40)

Inland-Sichuan/Chongging
Northeastern Chinag
[E—— ‘ Blst O2nd @ 3rd
Inland-Western [ 6(2)
(Companies)
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Note: The numbers of companies giving answers for 1st, 2nd, and 3rd were 310, 253, and 207, respectively,
for a total of 770 selections, with 310 companies responding to the question (production).

Figure 33: (Sales) Promising Regions within China

Eastern China 272(197)

Coastal

regions | 218(43)

Northern China

Southern China | | 213(46)

Inland-Central 88(19)

Inland-Sichuan/Chongging 58(11)
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(Companies)
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Note: The numbers of companies giving answers for 1st, 2nd, and 3rd were 327, 297, and 260, respectively,

for a total of 884 selections, with 327 companies responding to the question (sales).

. Eastern China: Shanghai, Jiangsu, Zhejiang
. Southern China: Fujian, Guangdong, Hainan
. Inland China

-Central: Shanxi, Henan, Anhui, Hubei,
Jiangxi, Funan
6. Inland China
-Western: Sichuan, Chongqing

7. Inland China

-Western:
Regions other than Sichuan and Chongging

a b W N P

GThe prominence of Eastern China for both manufacturing and sales remains unchanged. Meanwhile,
the appeal of Inland and Northeastern China is improving for manufacturing.

*The tendency to favor the coastal regions is obvious. Eastern China is deemed particularly promising as it has Shanghai, with the
country’s highest domestic per capita GDP, Zhejiang Province, with its 4th highest, and Jiangsu with its 5th. Although Eastern
China is already the home of manufacturing and sales centers of the highest number of respondent companies, it is clear that
companies still see it as promising over the medium-term.

- More companies see Inland and Northeastern China as promising for manufacturing than sales. As for the No. 1 rankings by
numbers of companies, Inland-Central (40 companies) outpaced Northern China (38 companies). The industry in which the most
companies view the Inland-Central region as promising is automobiles with 30 companies (2 in assembly and 28 in parts), followed
by electrical equipment and electronics with 24 companies (11 in assembly and 13 in parts). For Sichuan and Chongging, the
industries are chemicals with 13 companies and electrical equipment and electronics also with 13 companies, and for Northeastern

\_ China it is the automobile industry with 17 companies viewing it as promising. )

\
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V. 12. Supplementary Information (2): Promising Regions within India

Figure 34: (Production) Promising Regions within India
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Figure 35: (Sales) Promising Regions within India

Maharashtra (Mumbai/Pune)

Delhi (New Delhi)

114(68

‘ | 90
76(20)
64(37)

Tamil Nadu (Chennai)

Karnataka (Bangalore)

Haryana (Gurgaon/Manesar)

Uttar Pradesh (Noida) 36(6)

West Bengal (Kolkata) ‘ ‘

Note: The numbers of companies giving
answers for 1st, 2nd, and 3rd were 224,
199, and 179, respectively, for a total of
602 selections, with 224 companies
responding to the question (sales).

Andhra Pradesh (Hyderabad)

Rajasthan (Neemrana)

Gujarat (Ahmedabad)
Madhya Pradesh (Indore) Wist O2nd ©3rd
Other ‘
0 20 40 e‘o 80 100 120 140 160

(Companies)

p.27

T Companies that listed India among promising countries/regions over the

medium-term (next 3 yrs. or so) were then asked to identify up to 3
promising regions each for sales and production within India. The figures
in the graphs indicate the number of companies that chose each area,
and the figures in parentheses are the number of companies that chose
the relevant area as their first response.

| [157(56)

e
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r ARV
- " om -I'I 1
Ah[nedab | r Kolkata
Mumbai
Pun
]
Hyderabad
L2 ]
5
Bangalore Chennai
1. Delhi 7. West Bengal
2. Haryana 8. Guijarat
3. Uttar Pradesh 9. Andhra Pradesh
4. Maharashtra 10. Madhya Pradesh
5. Karnataka 11. Rajasthan
6. Tamil Nadu 12. Other
4 )

EMaharashtra is popular for both manufacturing and sales

*The state of Maharashtra has India’s second highest population. It is
known as a major financial and commercial center, as exemplified by
Mumbai, the state’s capital. Maharashtra is also home to cities with a
high accumulation of industry such as Pune, Nashik, and Aurangabad.

- Tamil Nadu was the 2nd most frequently cited region for production.
The metropolis of Chennai is appealing because of its accumulation
of Japanese companies and the presence of a large port.

*For sales, the National Capital Territory of Delhi, where the Indian
capital is located, was the 2nd most frequently cited region, and had
the most companies listing it as “1st”.

J
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IV. 13. Prospects for Overseas Operations by Region p.28

Flg ure 36: Medium-term prqspects for . T Companies were asked about the medium-term (next 3 yrs. or so) prospects for businesses in
overseas operations (by regio n) countries/regions where they are currently operating or planning to operate.
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716 716 691 1,215|1,235 1,184| 1191 468544 535 358 351 309 342 368 374 305304281 137138127 68 82 76 112 111108 97 104103 68 79 /8
AR |

=]

100%

90%

80%

il

70% | -- --

60% | --

50%
Note: The number above the bar 4419%

graph indicates the number
of respondent companies to 40%
each region/country.

30%

Scale back/withdraw 20%
O Maintain present level 10%

@ Strengthen/expand

0%
(FY) 09 10 11 09 10 11 09 10 11 09 10 11 09 10 11 09 10 11 09 10 11 09 10 11 09 10 11 09 10 11 09 10 11 09 10 11
NIEs3 ~ ASEAN5 China  Restof North Latin Euls  Central Restof  piggi  Middle  Africa
Asia & America  America Bastern  Europe East
(Companies) Oceania Europe & CIS
Country/region FY2011 FY2010
(S.upplementary Info) 1. North A)r,neriia 15 ( ® ) ﬁMore companies looking to bolster existing production bases
Figure 37: ) 2. EU15 12 (6) +As shown in Figure 36, the number of companies wishing to strengthen or expand their operations in China, India,
M&A Pursuits Developed countries 27 (14) Vietnam (the latter two of which are classified as “Other Asian countries”), and Latin America continues to remain high.
3. India 9 ®3) Meanwhile, the trend of decline in the number of companies wishing to strengthen their operations in Europe and
4. Brazil 7 @ Russia reversed.
5. Th"_""a"d 5 ©) *One of the characteristics of the “strengthening” trend in this year’'s survey was an increase in the number of companies
3' Sil'::am i Eg that mentioned bolstering their production functions. The total number of respondent companies (total number of
8: Indonesia 3 @ answers) to this question last year was 2,953, and 2,949 this year, i.e. roughly the same, but the number indicating
9. Korea 3 they would build new centers of production increased by 64, while the number indicating they would strengthen existing
10. Rest of Asia & Oceania 2 o) centers increased by 118. With regard to sales, on the other hand, the number of companies responding that they
11. Central & Eastern Europe 2 would strengthen the sales bases they own remained about the same as last year, but those saying they would utilize
12. Africa 2 outside agencies decreased by 216. Nevertheless, just as in last year’s survey, the number of companies indicating
13. Middle East 1 @ that they would bolster sales functions was more than that for production.
14. Malaysia 1 ECompanies pursuing M&A projects increased, especially in emerging markets
Hong Kong @ -Beginning with last year's survey, “M&A pursuits” was added as a choice in the descriptions of what “strengthen or
E::ﬁap;r; 8; expand” would entail. In this year's survey, 70 companies chose that response, which is almost double the 36
Eme:);ng ————" e ) companies that chose it last year. One possible explanation is that the current environment (i.e. a strong Yen) is more
conducive to acquisitions. As for the regions in which companies are pursuing M&A, 15 companies said North America,
Total i 6) \12 said EU15, and 9 said India. By industry, there were 17 companies in chemicals and 16 in foods. )
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IV. 14. Countries/Regions/Fields for Strengthening Businesses: (1) China, India & Vietnam p.29

Figure 38: Medium-term prospeCtS for Note: Figure 39 and 40 shows how the companies which answered “Strengthen/
overseas Operations (Chlnallndla/VIEtnam) expand” in Figure 38 expands its facilities. Multiple responses were possible.
(Companies) . . .
Logy, 523 24220 418407 315281 155140 245252 206192 Figure 39: How to strengthen/expand by areas (production)
b
(Companies)
250
80% 7 Outsource to others
200b- -] [0 Bolster existing plant(s) |
64.5% [ Establish new plant(s)
60% 150 | 7
175|171 H-H-=4 =
1
- 3
40% 100 3
116
, 103 o]
50 AP s - {7
20% [, | 44 ]
32 41
05__ 7 % 17| 17 19|26
\10 11} \10 11} \10 11} \10 11} \10 11} \10 ll} \10 ll} (FY)
0% Northeastern  Northern Eastern Southern Inland India Vietnam
10 11 10 11 10 11 10 11 10 11 10 11 10 11 (FY) China China China China China
\ ) \ ) \ ) \ ) \ ) \ ) \ )
Northeastern Northern Eastern Southern Inland India  Vietham . .
China China  China  China  China Figure 40: How to strengthen/expand by areas (sales)
B strengthen/expand ] Maintain present level Scale back/withdraw (Companies)
250
Notel: The number above the bar graph indicates the number of respondent companies to each region/country. 7‘
Note2: The percentage in the bar graph indicate the percentage share of the companies answering E4 More use of agencies
“strengthen/expand” 200 | [ Bolster existing bases
/mCompanies strengthening businesses in China are shifting to Northeastern \ s W Start new sales bases
and Inland China ﬁ%
*The companies that responded to this question are currently operating in or planning to 150 | 7 779”7
operate in China. As for manufacturing, the number of companies operating in Northern,
Eastern, and Southern China, which previously saw a steady increase, has decreased 100 | A 77
slightly, while the number of companies operating in Northeastern and Inland China has Z 42 129 154 48/@?
continued its upward trend. This is a reflection of moves to decentralize manufacturing %’W 53 | 54 v
centers within China in part due to labor shortages, rising personnel costs, etc. 50 pu /?}E 63| 61 72| 77 -
BThe establishment of new plants in India and Vietnam is once again on the 2 ;‘ - ; » 40
rise 7 7 1813 82|27 24 18] (22| 24
-In last year’s survey, although there was an upward trend in strengthening existing 0
manufacturing centers, the number of responses indicating that companies were building Jgo iy 101t 1011 10 11 Joi o 101l (FY)
new centers had not changed much from the year prior. In this year’s survey, however, Northeastern Northern ~ Eastern  Southern Inland India Vietnam
“building new centers” increased by 18 companies for India and 7 for Vietnam, again on China China China China China

\__an upward trend.
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IV. 14. Countries/Regions/Fields for Strengthening Businesses: (2) NIES3/ASEANS5 p.30

Figure 41: Medium-term prospects for

Note: Figure 42 and 43 shows how the companies which answered “Strengthen/

overseas Operations (N|E33/ASEAN5) expand” in Figure 41 expands its facilities. Multiple responses were possible.
(o] ies) H . .
235 227 270 262 211 202 245 231 365 357 253 258 243 234 2%"?32555 Flgure 42 HOW to Strengthen/expand by areas (pl’OdUCtIOﬂ)
100% . =] (Companies)
250
| Outsource to others
80% 200 fF R [ Bolster existing plant(s) | |
O Establish new plant(s)
P s
60% | 0 F R,
47 .9% 162 A ]
w - 41 o= [
40% 99
74 1
50 fifrffffsz ffffffffffff . i I O P
20% ’;H 1 --139 | 48 24
0 25.7 3 19TEN 52 25 233t 4 2 ‘: 6
10 11 10 11 10 11 10 11 10 11 10 11 10 11 10 11 (FY)
0% \ )\ )\ )\ )\ J o\ )\ )\ )
10 11 10 11 10 11 10 11 10 11 10 11 10 11 10 11 (FY) Korea Taiwan Hong Singapore Thailand Indonesia Malaysia Philippines
\ J \ )\ J \ N )\ J \ )\ ) Kong
K Tai H Si Ind i Philippi .
orea  fawan ngg OO aitand e Malaysia P Figure 43: How to strengthen/expand by areas (sales)

B strengthen/expand ] Maintain present level Scale back/withdraw

(Companies)
250

Notel: The number above the bar graph indicates the number of respondent companies to each region/country.
Note2: The percentage in the bar graph indicate the percentage share of the companies answering
“strengthen/expand”

More use of agencies
2 [ Bolster existing bases
00 O Start new sales bases

EMoves to bolster production in Thailand and Indonesia stand out

-Among companies wishing to “strengthen/expand” operations in NIEs3 and ASEAN5
countries, Thailand and Indonesia, at over 70% get the highest rates of response
(Figure 41). The desire to strengthen operations stands out particularly in the area of
production. For Thailand, the combined responses of “Establish new plants”, “Bolster 100

150 |

existing plants”, and “Outsource to others” total 209 respondent companies, making it e ﬁ

the 2" most popular, next to Eastern China, which at 219 is No. 1 in this category. 75
B Companies seek “partnerships” in India and Korea 50 e
-In the current survey, in addition to the production and sales facets of intentions to 45144 -

bolster businesses, “Partnerships with other companies” was added as a response 0 A16 13 2 [14]17

choice. There were 129 companies this year that chose this response, among which
were: 18 with India, 13 with Korea, 12 with Eastern China, and 11 with Brazil. 5 in " T S Thatand ird 2 Malavem PHiion:
general machinery chose India and 5 companies in chemicals chose Korea. orea awan Hong  ingapore Thatand Indonesia Maiaysia Fhillppines

\ ) Kong

1011 1011 1011 1011 1011 1011 1011 1011 (FY)
\ )\ J \ )\ )\ )\ J \ )\ J
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IV. 14. Countries/Regions/Fields for Strengthening Businesses: (3) The Americas/Europe/Middle East/Africa p 31

Figure 44: Medium-term prospects for overseas operations
(Americas/Europe/Middle East/Africa)

Note: Figure 45 and 46 shows how the companies which answered “Strengthen/
expand” in Figure 44 expands its facilities. Multiple responses were possible.

(Companes) — Eigure 45: How to strengthen/expand by areas (production)

351 309 133132 161170 304 281 138 127 111108 104 103 79 78

100% g A | = S | | | A
81P%
0, |
80% 28 741%
6419%
62/5%| 62{1%
0, |
00% 495% 5115%
456% W3 406 4.2 46:8%) 4490
40% 36.8% 36{5%
20%
0%
10 11 1011 10 11 1011 1011 10 11 1011 10 11 (FY)
\ ) \ )\ ) \ J \ ;)\ ) \ )\ )
North  Mexico Brazil Central/ Russia Middle Africa
America EUIS  Eastern East
Europe

150

100

50

(Companies)

Outsource to others
[ Bolster existing plant(s)
[ Establish new plant(s)
i
761 7w =
12[10] F;":%:
10 11 10 11 10 11 10 11 10 11 10 11 10 11 10 11 (FY)
\ J \ J J )\ J )\ J q )
North Mexico Brazil EU15  Central/ Russia Middle Africa
America Eastern East
Europe

Figure 46 : How to strengthen/expand by areas (sales)

. Strengthen/expand |:| Maintain present level Scale back/withdraw

Notel: The number above the bar graph indicates the number of respondent companies to each region/country.
Note2: The percentage in the bar graph indicate the percentage share of the companies answering
“strengthen/expand”

GThe “strengthen/expand” attitude is growing in Brazil year after year

+Regions with the highest response ratios for “strengthen/expand” were Brazil (81.2%) and Russia
(74.1%). The recovery of “strengthen/expand” responses has been slow for Russia since the
“Lehman Shock”, but the figures are finally on the rise. Meanwhile, Brazil has seen a phenomenally
rapid rise in attention in this category in recent years, going from 57.0% (FY2009) to 72.0% (FY2010)
to 81.2% (FY2011). (Figure 44)

+In Latin America, the ratio of companies indicating they would “strengthen or expand” has risen in
Mexico. In the cases of Mexico and Brazil, there is an apparent increase in companies wishing to
bolster not only their sales but also their productions.

ENorth America and EU15 noteworthy for M&A projects

-For North America, the number of companies responding “strengthen/expand” was roughly the same
as those responding “maintain current levels”, but as the economy recovers, there is a growing trend
toward bolstering existing manufacturing bases. (Figure 45) As for EU15, more companies are
looking at strengthening sales bases rather than manufacturing bases, just as last year. (Figure 46)

(Companies)

150

100

50

+As demonstrated in Figure 37 above, North America and the EU are notable for the presence of

\companies pursuing M&A there. )

54

11

A

16|19

A

A
4

26

More use of agencies
[ Bolster existing bases
[0 Start new sales bases

17

19
7

1011 1011 1011
\ )\ )\ )

1011 1011
\ )\ )

1011 1011 10 11 (FY)
) ) \ )

\ \

North
America

Mexico

Brazil

EU15

Central/ Russia Middle Africa
Eastern East
Europe
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V. Supply Chains Since the Great East Japan Earthquake
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V. 1. Ownership of Plants in the Disaster Areas

Q. Companies were asked if they themselves, subsidiaries, or affiliated companies had
plants in the areas most heavily affected by the Great East Japan Earthquake.

(3) Plant location (by industry)

Figure 47: Plant Ownership Foods (24)
Textiles (12)
(1) Overall Paper, Pulp & Wood (3)
Chemicals (55) | H1
No response Petroleum & Rubber (6)
48 (8-0%) Ceramics, Cement & Glass (9)
Own plant(s) ] Steel (9)
277 (45.9%) Nonferrous Metals (11)
— Metal Products (9)
— General Machinery (17)
Doesn’t own Electrical Equipment & Electronics (51) I | — [
Plant(s) Transportation (excl. Automobiles) (5)
278 (46.1%) Automobiles (33) =1
Precision Machinery (14)
Other (19) ‘
(2) Plant location 0 20 40 60 80 100 coihnies)
(Companies) B Ibaraki E Fukushima B Kanagawa O Chiba OMiyagi Blwate @ Aomori O Other disaster areas
120
100 | 95 104 Note: Parenth_eses on _the left next to industries _show the number of respondent
companies. Multiple responses were possible.
80 |- 80
66
60 | 60 . . A
49 HAbout half the 603 respondent companies have plants in the
4 | g 36 disaster areas
20 L -In order to ask about the damage from the Great East Japan Earthquake, it was
necessary to find out how many respondent companies had plants in the main
0 Aomori‘ | ‘Miyagi ‘ | ‘ Ibaraki ‘ | K;\nagaw; Other disaster areas. The rc_asult shoyved that about half (277 _companies) did (Figure
wa Fukushima Chiba disaster areas 47-(1)). Many were in Ibaraki Prefecture and Fukushima Prefecture, where
around one in six of all respondent companies had plants (Figure 47-(2))
-Industry-wise, many companies in chemicals, electrical equipment and
Note: The above describes locations of the plants for the 277 companies in (1) above electronics, and automobiles had plants in the disaster areas (Figure 47-(3)).

that responded that they owned plants. Multiple responses were possible.
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V. 2. Effects of the Great East Japan Earthquake : (1) Concrete Impact and Effects on Product Supply p.33

Figure 48: Effects of the Disaster Figure 50: Effects on Product Supply and Steps Taken to Deal with It

~p» (Additional question asked to the 218 companies who said “yes” to “1. Plant(s) of
No. of responses| Proportion ‘,/ company, subsidiary, or affiliate damaged” in Figure 49.)
(Compantes) | (6) | Unable to get supply of products from d d plant
| ;. Unaple 1o get su OT products Trom damaged plant.
Affected in some way by the disaster 530 879 | =—— \ Q 9 PRy otp 9
Not affected 47 7.8 | Yes 142 companies\_SPS t“)/vgﬁ"’i‘t'
F 65.19
No response 26 4.3 No 70 companies ( %)
Total 603 100.0 E ) (32.8%)
No response D 6 companies
- (2.8%)
Flgure 49: Concrete ImpaCt of the Disaster < Compensated with supply Compensated with supply Compensated with
| from other domestic from overseas plant(s) the supply from channels
(The 530 companies that responded that they were affected in some way by the disaster were [ pjant(s) the company owns company owns outside the company

asked whether there was an impact regarding each of the aspects from 1 through 9 below. "Yes"|
- ", " | No response,
responses were each added up. The percentages represent the ratio of "yes" responses to 530.) 7 companies

S/ 4.9%
@Iant(s) of.gompany, subsidiary, or 218(41.1%) 777/77/,,,/”
affiliate damaged

rocurement of parts/materials |422
affected (79.6%j)

Additional

No response
8 companjes,
5.6%

No response
9 companies,
6.3%

panies,
21.8%

panies,
23.2%

No, Yes,

61 com- 74 com-
panies, panies,
43.0% 52.1%

102 companies,
71.8%

101 companies,
71.1%

questions 3. Distribution affected |349 (65.8%) . ]
follow(p.34) - Figure 51: Prospects for Restoration of Damaged Plants
4. Domestic sales volumes declined |381 (71.9%) No response(3 companies,1.4%)

5.No plans to get the plant(s) back to
pre-disaster production capacit
(2 companies, 0.9%)

6. Export volumes declined 175 (33.0%) 4.Cannot foresee when plant(s

1. Recovered
|]I|] 2. Expected to recover within 2011

5. Domestic sales volumes increased 641(12.1%)
- |:| 3. Expected to recover in 2012

I will recover or after
6 companies, 2.8% 4. Cannot foresee when plant(s
7. Export volumes increased :|22 (4.2%) ¢ P ' R E will recover i ©

3.Expected to recover in 2012

8. Production disrupted 216 (40.8%) or after (6 companies, 2.8%)
due to rolling blackouts

. 5. No plans to get the plant(s) back to
L pre-disaster production capacity
2.Expected to recover within 2011

9. Affected by things other :Izo (3.8%) (26 companies, 11.9%) [] Noresponse
than the above . ) . . . ) ) .
Note: "Recovery" is defined here as a plant returning to levels consistent with pre-disaster production capacity.

1.Recovered
75 companies, 80.39

0 100 200 300 400 500 . i i
(companies) | Disruptions to product supply were mostly compensated for with supply
from other domestic plants owned by the companies
-Of the 218 companies whose plants were damaged in the disaster, 142 (65.1%) reported disruptions to
product supply. If we look at how those 142 companies dealt with their supply problems, we see that

-
BThe procurement of parts/materials was most affected by
the disaster

*Of the 603 respondent companies, 530 companies, or 87.9%, res_pond_ed that they about half (74 companies) compensated with supply from other domestic plants they own (Figure 50).
were aﬁec@ed by the dls_aster In some way (Fl%ure 48). The area in which the_ . -Of the 218 companies whose plants were damaged, about 80% reported that the plants had already
hlgheost ratio of comp?nles were 'affected was *2. ProgureTent ofoparts/n?‘aterlals recovered by the time the questionnaire was sent out (July, 2011). Nevertheless, there were some
(7.9‘6./0)'. foI’!owed by “4. Domestic sales_ volumes dec"”ef? (71.9%) _and .3' companies that responded with “3. Expected to recover in 2012 or after,” “4. Cannot foresee when
Distribution” (65.8%). 40.8% of companies reported that “8. Production disrupted plant(s) will recover,” and “5. No plans to get the plant(s) back to pre-disaster production capacity”

L due to rolling blackouts” (Figure 49). ) L (Figure 51).

_ J
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V. 2. Effects of the Great East Japan Earthquake : (2) Supply Chain Network p.34

Figure 52: How Companies whose Procurement of Figure 54: What Companies Will Do with
Parts/Materials Was Affected Dealt with It their Alternate Suppliers

(Additional question asked to the 422 companies who said “yes” to “2. Procurement of
parts/materials affected” in Figure 45. Multiple responses were possible.)

(1) Responses from the companies  (2) Responses from the companies
that procured from that procured from

= Japanese alternate suppliers (191) foreign alternate suppliers (95)

1. Didn't change supplier 212 (50.2%)

Don't kno Change in supplier was
2. Procured from t

; 45.3%) — Figure 54 (1) (74 Compg atemporary move

a Japanese alternate suppller_ 101 ¢ ) g @ 38.79 (84 Companies, 44.0%)

3. Procured from 95 (22.5%) — Figure 54 (2)
a foreign alternate supplier

hange in supplier
was a temporary
move

(35 Companies,
36.8%)

Don't know
(35 Companies, 8

7 (1.7%)

T T

4. Other

Continue procuring Continue procuring .
No response :| 8 (1.9%) from alternate supplier — from alternate supplier—
1 1 ! ! ) (33 Companies, 17.3%) (25 Companies, 26.3%)

0 50 100 150 200 250 (companies) . . . . .
Note: The percentaces rebresent the ratio of "ves” responses to lThe_ de_(:|§|ons to_change suppllers were made with consideration to\
0 122 (,’3]0_ of regpondepnt companies). Y P maintaining quality and the will of clients
+About half of the companies whose supply of parts and materials was disrupted
Fi gure 53: Com pan ies that Procured from responded that they did not change suppliers (Figure 52). In interviews, some
' ! i companies said that their original suppliers recovered quickly, or that they would
Forelg n Alternate Su ppllers need the approval of their clients to change suppliers so it was actually very
(companies) difficult to change it. In addition, while there were some companies that said they
(1) Overall 40 were dealing with their alternate suppliers for the first time, there were several
31 companies who said that they dealt with companies that had ever traded with
30 - 29 26 before. For these reasons, we can surmise that the alternate suppliers’ product
quality was a factor when companies changed suppliers.
21 - The foreign companies most frequently chosen as alternate suppliers were Chinese
companies, relied upon mainly by companies in the chemical and electrical
12 equipment/electronics industries. Many Korean companies were also the source of
10 procurement for chemical and automobile manufacturers. Other notable suppliers
were Taiwanese companies for electrical equipment and electronics, and
European and American companies for chemicals (Figure 53(1) &(2)).

| |
1.Korean 2Taiwanese 3.Chinese 4. American/ S.Other BAround 40% of companies will keep their original suppliers, though

(2) Major industries European some companies will continue dealing with alternate suppliers to
(Companies) diversify the source of procurement
1 2 3 4. 5 No. of *When asked what they would do about their alternate suppliers into the future, of
) o e American/ ’ respondent the companies that switched to other Japanese suppliers, 44.0%(84 companies)
Korean | Taiwanese| Chinese Other : ; ;
European companies said that the change was only temporary, 17.3%(33 companies) said that they
Overall 29 21 31 26 12 79 would continue procuring from their alternate suppliers. On the other hand, of the
- 19 companies that switched to foreign suppliers, 36.8%(35 companies) said that the
CE:Ee;IIEC(ZIoSte 1) (\—g) ( é ) (1g> @ 17 change was only temporary, 26.3%(25 companies) said that they would continue
Automobiles (83 ~~ ~z 6 16 procuring from their alternate suppliers. When asked about it in the interviews,

—— - some companies said that they intended to keep dealing with both their original
Notel: EE&E = Electrical Equipment & Electronics ] ) \and alternate suppliers to diversify the source of procurement (Figure 54). /
Note2: Among the 95 companies that responded “3. Procured from a foreign alternate supplier”

in Figure 52, 79 companies responded. Multiple responses were possible.

20

N W~
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V. 3. Risk Diversification for Disasters & Power Supply Constraints

Figure 55: Moves to Spread Risks in Case of Disasters

(all companies asked)

p.35

Figure 56: Power Supply Constraints (all companies asked)

Steps taken pre-disaster ]h

=

Implemented post-disaster

(1) Attitudes toward power supply constraints since the disaster

No. of

7 L
i Composition
1) Development of multiple Total: 32 respondent o
domestic manufacturing | 243 25; ( ) companies 0
bases 252 | i, Tak?ng ?t vgry serigusly 181 30.0 } )
2) Adding to overseas plants 16 v thetrhThe vaIUfe in parenthe?es 2 La'?tni it fa_ltrlti Sfrloqsly | 24;: 4;.; CO;nlpf;;es
supplementary/alternate | 213 37 (Total: 103) |s e sum of responses o - Not taking it that seriously . .
functions of domestic plants 202 Began to take st_eps ) 4. Not serious . : 11 1.8
(general-purpose items) o P;CE;USE Oftthe dlS_;]SFetr atfjd 5. Can't tell at this point 64 10.6
) udying steps with intention No response 41 6.8
3) Adding to overseas plants e Total: 108 of implementing”
supplementary/alternate 123 Wfﬁ ( ) P g Total 603 100.0
functions of domestic plants 279
(high-end items) (2) Revisions to medium-term business projections given
. . . . [ .
4) Identifying a wider picture of || 227 V7100777 ([otal: 199) the power supply constraints
the overall supply chain
network No.of 1o mposition
respondgm %)
5) Maintaining extra stock 41 EsiTHi017 (T0t3| 142) companies
1. Already revised 6 1.0
2. Might consider making revisions in the future 119
if supply constraints get more serious or are 113 18.7 Companies
6) Multiplying supply sources | 221 oA prolonged 19.7%
106 3. No plans to change at this point 434 72.0 ’
No response 50 8.3
. . 21 Total 603 100.0
7) Standardizing parts/materials | 213 {W% (Total: 143)
160
(3) How medium-term business projections were
8) Requesting suppliers to take 80 =5 (Total: 186) revised or are to be revised
risk diversification measures
L L L o 2l L ('C fes) Responses of the 119 companies in Domestic businesses
ompanies 0 wq o no o
300 200 100 0 100 200 300 o oy mpoge. erec Wi L7 0T T2 Upward [pownward]  No
I:' Steps were taken since E Began to take steps Studylng steps with I:' No plans to — revision | fevision |response
before the disaster because of the disaster 24 intention of implement steps Overseas Upward revision 1 (77) 3
implementing businesses Downward revision 1 0
No response 1 11 5

[IMost of the steps taken after the disaster were “Multiplying supply source”\
and “ldentifying a wider picture of the overall supply chain network”

*The most frequently taken or studied steps to spread risk in the wake of the disaster have
been “6) Multiplying supply sources” (203 companies when responses of “Began to take
steps” and “Studying steps” are combined) and “4) Identifying a wider picture of the overall
supply chain network” (199 companies for same). Not many companies were working at
“5) Maintaining extra stock” before the disaster, but since the disaster 142 companies are
either implementing or studying the implementation of such steps. Nevertheless, a majority
of respondent companies (330) reported no such plans. Some companies pointed out that
it led to additional cost. (Figure 55).

+In terms of production, few companies are actively “1) Development of multiple domestic
manufacturing bases” because of the disaster. Furthermore, when we look at the
responses to 2) and 3) (“Adding to overseas plants supplementary/alternate functions of
domestic plants”), the companies with no intent to implement such steps outnumber the

\_ ones that have implemented or are studying such steps.

J

ESome companies will consider making downward revisions to their domestic

Note: The above is a cross tabulation of the individual responses for domestic and overseas
business operations.

operation if the power supply constraints become more serious or are
prolonged

* Although out of 603 companies, 429 companies (71.1%) view the constraints on the power
supply to be “serious” or “fairly serious”, only 119 companies responded that they have either
already revised their medium-term business projections or acknowledged the possibility of
studying the matter, which is just around 20% of the total (Figure 56-(1) & -(2)). Still, of those
119 companies, 77 companies, or 64.7%, responded that they would both revise domestic
business projections downward and revise overseas business projections upwards. This

\_ Suggests the possibility to scale down their domestic business operations (Figure 56-(3)). )
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VI. Overseas Infrastructure Development
- From the Perspective of the Manufacturing Industry
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VI. 1. Business Opportunities for Overseas Infrastructure Development p.36

(Note 1)  (Supplementary) Figure 58: Attitudes toward Overseas Infrastructure

Figure 57: Do You Think of Overseas Infrastructure Development
as a Viable Business Opportunity?

Development Businesses (by industry)

B Is a business opportunity O Not that much of a business

opportunity
B Somewhat of a business B Not at all a business opportunity

(Note 2) opportunity

O Can't say either way O No response

(No. of respondent companies)

note3) | Can’t sa (Note 4) No
Yes "7 | y No
either way response
31.8% 17.4% 40.1% 10.6%
(192 companies) [(105 companies)| (242 companies) |(64 companies)

rote! [ [ TN | (603)

Petroleum & Rubber | _:l (14)

Transportation

The percentages refer to the ratio to the number of companies (603) that responded to the FY2011 survey.

Note 1: “Overseas infrastructure development” refers not just to the individual delivery of devices and
equipment, but the contracting of comprehensive systems that encompass everything from
design and construction to maintenance and management. The Japanese government also

recognizes the need for deployment of integrated infrastructure systems in its New Growth General Machinery Assembly

Strategy (June 2010) and is promoting such strategies.

Note 2: In this question, the 603 respondent companies were asked whether they think of Overseas
Infrastructure Development as a viable business opportunity. The choices offered were: “Is a
business opportunity,” “Somewhat of a business opportunity,” “Can't say either way,” “Not that
much of a business opportunity” and “Not at all a business opportunity”.

Note 3: The “Yes” count (31.8%) includes responses of “Is a business opportunity” (15.1%) and
“Somewhat of a business opportunity” (16.7%).

Note 4: The “No” count (40.1%) includes responses of “Not at all a business opportunity” (37.5%)
and “Not that much of a business opportunity” (2.7%).

GOver 30% of respondent companies said they view it as a business \

opportunity
*When we look at the industries of the companies that responded that it “is a business

petroleum and rubber (64.3%), transportation (63.6%), electrical equipment and electronics
(58.3%), and nonferrous metals (55.6%), all industries in which over half of the companies
considered overseas infrastructure development to be a business opportunity.

+Of the 192 companies that said it “is a business opportunity” or “somewhat of a business
opportunity”, 105 of those companies have already become involved in some way or another in
infrastructure development overseas, though 76 companies have yet to get involved in overseas
infrastructure businesses. (The remaining 11 companies either gave no response about fields
they were interested in or no response as to whether they had already or had yet to join the
field.)

*Many companies in the industries of pharmaceuticals, paper/pulp/wood, foods, textiles,
automotive parts, ceramics/cement/glass, and precision machinery responded that it was “not at
all a business opportunity”. In interviews with these companies, many conveyed a cautious
stance toward overseas infrastructure development, as they were unsure of how their
companies’ own products could be used in the field of overseas infrastructure development, or
even when they knew their own products could be used in overseas infrastructure development,

\they made management decisions that would prioritize existing business fields, etc.

opportunity” or “somewhat of a business opportunity”, the ones with the highest ratios were Precision Machinery Assembly

(excl. Automobiles)
Electrical Equipment &

Electronics Assembly

Nonferrous Metals

Other

Metal Products

Electrical Equipment &
Electronics Parts

General Machinery Parts

Steel

Automobile Assembly

Chemicals (including
plastic products)

Precision Machinery Parts

Ceramics, Cement & Glass

Automobile Parts

Textiles

Foods

Paper, Pulp & Wood

Pharmaceuticals

0% 20%  40% 60% 80% 100%
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VI. 2. Fields of Interest Involving Overseas Infrastructure Development

Companies that responded to questions about overseas infrastructure
development with answers of “Is a business opportunity,” “Somewhat of a business
opportunity,” “Can't say either way,” and “Not that much of a business opportunity”
(313 companies) were asked which fields in overseas infrastructure
development they were interested in. (Multiple responses were possible.)

No Response

64 companies)

(91 companies) 313 )
companies
16.79
37.5% (101 companies)
(226 51.9% Fields of
: 17.49 ;
companeis) (313 comg (105 compaties) interest
—

2.79% (16 companies)
Not at all

a business opportunity . Is a business opportunity

|:| Somewhat of a business opportunity
|:| Can'’t say either way
|:| Not that much of a business opportunity

GThe area with the most interest is solar power \
- The top field of interest with regard to overseas infrastructure development was solar
power. The top industries with companies citing solar power were electrical
equipment and electronics (23 companies, 12 of which had already joined the
market) and chemicals (including plastic products) (23 companies, 10 of which had
already joined the market). The companies in these industries that have already
entered this market supply parts and materials to both Japanese and foreign clients.

BRoughly 20% of companies have entered the business of overseas
infrastructure development (Note 3)
*Among the 313 companies above, 126 companies have already entered the
business of overseas infrastructure development in some way or another. This
translates to about 20% of the 603 companies that responded to this survey.
Meanwhile of the 313 above, 127 of them have yet to enter any of these overseas
infrastructure development fields. (Note that the 60 companies in total that did not
respond to inquiries about their fields of interest or whether they had already entered

\such fields have been excluded.)

p.37

Figure 59: Fields of Interest in Overseas Infrastructure Development

No. of Percentage
Rank Overseas infrastructure development areas respondent | share
companies (Note 1)

1 |Solar power 118 37.7%
2 Sewage syfsltems (includes wastewater and industrial sewage 71 22 7%

processing facilities) (Note 2)
3 |Smart grids 70 22.4%
4 |High-speed railways 65 20.8%
5 |Water supply (including water for industrial purposes) 61 19.5%
6 |Urban railways (including subways and freight cars) 60 19.2%
7 |Roads and bridges 55 17.6%
8 |Smart communities/Eco-towns 43 13.7%
8 |Wind power 43 13.7%
10 [High-speed communications networks 41 13.1%
11 [Desalinization 40 12.8%
12 [Power transmission/distribution 34 10.9%
13 Highly Aefficient coal-fired POWer (Uitra-supercritical and 24 7.7%

Supercritical pressure technology for coal-fired generating plants)
14 |Nuclear power 22 7.0%
15 |Solar thermal power 21 6.7%

Coal gasification (integrated Coal Gasification Combined Cycle 0
16 (IGCC) and Integrated Coal Gasification Fuel Cell Combined Cycle (IGFC)) 19 6.1%
17 |Carbon Dioxide Capture and Storage (CCS) 18 5.8%
18 [Other 15 4.8%

Note 1: Percentage shares were derived by dividing the figures for the relevant overseas
infrastructure field by 313 (i.e. the number of companies that responded “Is a business
opportunity,” “Somewhat of a business opportunity,” “Can't say either way,” and “Not that
much of a business opportunity”).

Note 2: In the following, the parenthetical qualification of “Sewage systems (includes wastewater
and industrial sewage processing facilities)” has been abridged, and so is listed simply as
“Sewage systems”. The same applies for “Water supply”, “Urban railways”, “Highly efficient
coal-fired power”, and “Coal gasification”.

Note 3: “entering” includes marketing research, R&D, parts/materials delivery, etc..
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VI. 3. Entrance of Companies in Different Fields of the Overseas Infrastructure Development Business Market p_38

—JCompanies were asked whether or not they had already entered the Figure 60: Entrance O_f Companies _V\_”th an Interest in the
fields in which they showed interest. The individual answers were in Relevant Field (composition)
response to a question concerning their intent with regard to business Note: The figures within the graph refer to the number of respondent
forays over the medium-term (3 years or so). Therefore, in Figure 60, . companies. The figures in parentheses denote the number of
. . . . . companies indicating an interest each particular field.
the medium-term intentions of companies reporting that they have H
“vet to enter the market (they are interested in)” are also shown. Solar power 59 11 | (118)

Please note that “entering” includes marketing research, R&D,

parts/materials delivery, etc. Sewage systems 24 8 [+ T (71)

Smartgrids 12 16 (70)
. Already entered i
I:l Studying to enter the market (medium-term business [ High-speed railways 28 S | 4] (65)
intentions) i
Not yet Interested but have i i
yet to study (medium-term
entered E business intentions) Water supply 15 6 _ (61)
No response (medium-term business intentions) |
Urban railways 28 o | ] 5 | (60)
D No res PONSE (includes companies that have and haven't entered the market)
e I 55
1
Smartcommunities/Eco-towns 9 43)
‘About 50% of companies have already entered \ ,
solar power Wind power 15 I )
-Among the companies that indicated an interest in nuclear
power, 59.1% (13 companies) have already entered the High-speed communications networks 3 l _ (41)

market. As for companies interested in solar power, 50% (59
companies) have already entered the market.

EThere are many fields in which more than 50% of
companies are either real or “potential” players

-If we view companies that have not entered a market but are
“studying to enter the market” also as (potential) market
entrants, the total sum of real and potential market players Highlyefficientcoal-fired power
exceeds 50% in the following fields: high-speed railways
(50.8%), urban railways (56.7%), smart communities/eco-
towns (55.8%), power transmission/distribution (50.0%), and
solar power (52.4%). i

*The field of smart grids was listed as 3¢ among interested Solarthermal power 8 3 | 2 ] (21)
companies, but the ratio of companies that have already
entered was 17.1% (12 companies). Conversely, among Coal gasification 5 4 _ (19)
companies that have not yet entered, as much as 54.3% (38
companies) indicated they were interested in the field but still o
studying it. Although there still is a wait-and-see posture Carbon dioxide capture and storage 3 3 (18)
among these companies, given the fact that 16 of the not-yet-
entered companies are concretely studying how to enter the Other 5 D (15)
field, it is worth watching future moves by these and other

Qompanies in this field. / 0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

Desalinization

Power transmission/distribution

Nuclear power
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VI. 4. Fields of Interest Involving Overseas Infrastructure Development by Industry p.39

Figure 62: Fields of Interest Involving Overseas Infrastructure Development
by Industry (top 5 fields)  (Note: See Appendix 9 for 6t through 18t fields)

/ (Supplementary) Figure 61: Medium-Term Plans of

(Companies

Companies Already Entered in the Markets  already :
Entered In Solar power sewage | oo grids High-speed | o supply
the markets) systems railways
Solar power 55 [ 1] (59) Total 118 71 70 65 61
Sewage systems 23 [ ] (24) Foods 0 1 0 1 2
Textiles 1 2 5
Smart grids 11 [ ] 12) Paper, Pulp & Wood 0 0 0 0 0
High—speed railways 24 [ T1(8) Chemicals (including plastic products) 23 14 8 10 9
Ph tical 0 0 0 0 0
Water supply 14 [ 1 (@5) armaceutica’s
Petroleum & Rubber 4 0 0 2 2
Urban railways 26 [ 1128 Ceramics, Cement & Glass 4 1 0 1 0
Roads and bridges 12 ] (20) Steel 2 3 0 4 3
Nonferrous Metals 9 0 5 6 0
Smart communities/Eco—towns 14 [ 1(@5)
Metal Products 10 3 3 4 5
Wind power 12 [ T 1@e) General Machinery assembly 8 8 1 4 6
High—speell:i . ) 15 ] (16) General Machinery parts 2 0 1 1
communications networks Electrical Equipment & Electronics assembly 11 7 13 5 5
Desalinization i [ [ ] 14) Electrical Equipment & Electronics parts 23 6 19 5 6
Power transmission/distribution 12 [ ](5) Transportation (excl. Automobiles) 1 4 1 3 1
Highly efficient coal-fired power 8 [ [ 1@0 Automoblles assembly 2 0 2 ! 0
Automobiles parts 6 6 8 7 6
Nuclear power 9 [ [ 1ay Precision Machinery assembly 4 2 2 2 2
Solar thermal power 8 (8) Precision Machinery parts 1 0 1 1 0
Other 8 8 6 6 8
Coal gasification 3 | (5)
Carbon dioxid . . . .
O ture and storage 3 ®) /mindustries with High Levels of Interest in Overseas Infrastructure )
Other 5 ®) Development include Chemicals, and Electrical Equipment and
‘ ‘ Electronics
0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 1009 - With all the top five fields of interest, chemicals (including plastic products) is one of the
B Strengthen/expand 0 . L R - .
. s top three industries in terms of the number of companies interested in the field.
O Maintain present level . . . L . . X .
. Note: The figures in the graph represent the number of companies *As for solar power, companies in the industries of chemicals and electrical
B Soale back/withdraw indicating they would "strengthen/expand" operations. equipment/electronics are dominant, specifics being as follows: chemicals (including
O No response plastic products) (23 companies), electrical equipment and electronics parts (23
7 N companies), electrical equipment and electronics assembly (11 companies), metal
mIn all of the industrial fields, more than 60% of companies announce that products (10 companies), and nonferrous metals (9 companies).
they will strengthen or expand - For sewage systems (includes wastewater and industrial sewage processing facilities),
- In all of these fields, over 60% of the companies have made clear their intentions to interest was shown by companies in the industries of chemicals (including plastic
strengthen or expand businesses they are already involved with in their medium-term products) (14 companies), general machinery assembly (8 companies), “other” (8
(next 3 years or so) plans. Not even one company said that it would scale back or com_panles), electrical e_qument and electr_onlcs assemb_ly (7 companies), e_IectrlcaI
withdraw, which tells us that companies that are involved in the overseas infrastructure equipment and electronics parts (6 companies), automobile parts (6 companies), and
development see the above fields as areas to be pursued in the future. ; textiles (6 companies), a trend which demonstrates the strong interest from chemicals

\and electrical equipment/electronics enterprises.
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VI. 5. Promising Countries/Regions Ranked by Field of Interest p.40

Figure 63: Promising Countries/Regions Ranked by Field of Interest (top 10) Q. [The respondents were each asked to name the top 5 countries/regions concerning
Note 1: Percentage share = No. of responses citing country/rgqion concgrninq th'e field .Of interest : the f'e"_js of Interest_ that they ConSIde_r to_have promising prospects
g Total No. of respondent companies concerning the field of interest (See Figure 59) for business operations over the medium-term (the next three years or so).
Solar power Sewage systems Smart grids High-speed railways Water supply

Rank| ~Country/Region | Companies Per;:;':ge Rank| Country/Region | Companies Pef::::ge Rank| Country/Region | Companies Pe::;:QE Rank| Country/Region | Companies PE::;SQQ Rank| Country/Region | Companies Pe:::r':ge
<71 46 39.0%< 1 |China ) 29| 40.8% <’l China 22| 31.4% 1 |China > 31| 47.7% China > 20| 32.8%
$ 21 17.8%| \w2_|India 15| 21.1% ﬁ I 13| 18.6% <i India 16| 24.6% <\L India 14| 23.0%
< 3 17| 14.4% 3 |Vietham 10| 14.1% < 3 |USA 11| 15.7% 3 |Vietham 13| 20.0% 3 |Indonesia 9| 14.8%
? ndonesia 11| 9.3% 4 |Indonesia 71 9.9% T razi 6 8.6% 4 |Brazil 11| 16.9% 3 |Vietham 9| 14.8%
4 |Thailand 11| 9.3% 5 |Thailand 5] 7.0% 4 |Indonesia 6] 8.6% <E USA 8| 12.3% 5 [Saudi Arabia 5 8.2%
6 |Taiwan 8| 6.8% 6 |Singapore 4| 5.6% 4 |Vietnam 6] 8.6% 6 [Indonesia 5| 7.7% 5 [Thailand 5| 8.2%
6 [Vietnam 8| 6.8% 7 |Brazil 3] 4.2% 7 |Korea 5 7.1% 6 |Thailand 5| 7.7% 7 |Malaysia 4| 6.6%
8 |Germany 71 5.9% 7 |Malaysia 3] 42% 7 |Thailand 5[ 7.1% 8 |Korea 2| 3.1% 7 |Singapore 4] 6.6%
9 |Brazil 6] 5.1% 7 i Arabia 3| 4.2% 9 |Russia 3| 4.3% 8 |Malaysia 2| 3.1% 7 |UAE 4] 6.6%
9 |Korea 6| 5.1% L USA 3| 4.2% 9 [Taiwan 3| 4.3% 8 |Russia 2| 3.1% 10 |Brazil 3| 4.9%
10 |Russia 3 4.9%

X Japan 6 ¥ EU/Europe 4 % North America 3

Japan 4 EU/Europe 2

Urban railways Roads and bridges Smart communities/ Wind power High-speed communications
Eco-towns networks
Rank| ~Country/Region | companies|"%*"%%¢  |rank] = Country/Region | companies|"**"%%*l  |rank| ~Country/Region [ companies|***"2%| Jrank|  Country/Region | companies|"*¢*"®%¢|  [Rank| Country/Region | companies| " Cen2®
< China 24| 40.0% < .ChD 15| 27.3% <,l China 19| 44.2%” T 1 @ 16| 37.2% (rl China 19| 46.3%
& India 18| 30.0% \L India 13| 23.6% & Indi 12| 27.9% \i Indi 15| 34.9% $ Indi 14| 34.1%
3 [Vietnam 12] 20.0% 3 |Vietnam 12| 21.8% (i USA 7] 16.3% 3.lodonesia 7| 16.3% <i USA 8| 19.5%
4 |Indonesia 10| 16.7% 4 |Indonesia 8| 14.5% 4 |Vietnam 6| 14.0% 3 |USA 7] 16.3% 4 |Korea 5] 12.2%
5 |Brazil 9| 15.0% 5 |Thailand 5] 9.1% 5 [Indonesia 5] 11.6% 5 |Thailand 5| 11.6% 5 |Brazil 3| 7.3%
6 |Thailand 5| 8.3% 6 |Russia 4| 7.3% 6 [Thailand 4| 9.3% 6 |Brazil 4 9.3% 5 |Indonesia 3 7.3%
7 |Malaysia 4 6.7% 7 |Brazil 3] 5.5% 7 |Germany 3 7.0% 6 |Vietnam 4 9.3% 5 [Taiwan 3 7.3%
’7_USA 4| 6.7% 7 |Korea 3] 5.5% 7 |Korea 3| 7.0% 8 |Germany 3| 7.0% 5 |Thailand 3| 7.3%
9 Singapore 3| 5.0% 9 |Malaysia 2| 3.6% 9 |Brazil 2 47% 9 |Russia 2| 4.7% 5 |Vietham 3 7.3%
10 [Korea, Philippines 2[ 3.3% 9 |Mongolia 2| 3.6% 9 |France 2[ 4.7%| | 10 |Australia.Bulgaria, 1| 2.3%| | 10 [Russia 2[ 4.9%
K ) K Canada,Denmark,Egypt
Russia, Taiwan 9 |Singapore 2| 3.6% Greece Korea,Malaysia,
X EU/Europe 2 X Japan 4 Philippines, Saudi X EU/Europe 4
Arabia,Spain
EU/Europe 2

Note2: Japan and Regions including plural countries or regions that scored highly (in the top ten) are shown under % EU/Europe 5

the pertinent tables next to an asterisk. Japan 2

Note3: See Appendix 10 for 11th through 18th fields. North America 2

-
HIn addition to China and India, other emerging countries with robust market growth have garnered votes across fields of interest.

As for a developed country, interest was generated in the U.S.

-Companies see China and India as promising countries across fields of high interest. The total of these two countries exceed 50% of percentage share. Vietnam, Indonesia, Thailand, and
Brazil are likewise seen as promising.

At the same time, as for a developed country, the U.S. is recognized as a promising country after China and India in solar power, smart grids, smart communities/eco-towns, wind power, and
high-speed networks.

*Promising countries other than China, India, and the U.S. include Brazil and many counties in Southeast Asia, which is probably a reflection of the robust infrastructure demand in Asian

\__countries. Y,
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VI. 6. Medium-term Approaches to Infrastructure Projects by Field (companies that have already entered the field) p_41

Figure 64: Medium-term Approaches to Overseas Infrastructure Development

(@)

Companies that already had entered fields that interested them are asked what sort of | Note: The percentage shows the ratio of the companies that cited the approach
approaches they are going to take in the medium-term (in coming three years). ?_?ggg;t‘gaizr:g’i;fdségfv';"’:"ae t';’]"i:zaciytﬁg‘;irggnt%;?i":g ::i(zlgiighte N
E:ﬁ;;nies Delivery of i Delivery of Research Management Provis_ion of Manage_mem,
Field already parts/ equipment/ R&D (FSZ of design/ : Consulting Services operations, ) estments: Other
zgltgred this | materials | facilities ma;l;g-t)lng, construction (Consettt;:tlon’ main?gr?ance
Wind power 16 81.3% 25.0% 18.8% 25.0% 12.5% 6.3% 6.3% 12.5% 6.3% -
Roads and bridges 20 50.0% : 45.0% 10.0% 15.0% 15.0% 5.0% 5.0% 15.0% - -
High-speed railways 28 71.4% 35.7% 17.9% 17.9% 14.3% 7.1% 10.7% 3.6% 7.1% -
— [|High-speed communications networks 16 68.8% 37.5% 31.3% 31.3% 12.5% 6.3% - 6.3% 6.3% -
_§ Solar power 59 55.9% 39.0% 30.5% 23.7% 5.1% - 1.7% 3.4% 8.5% :3.4%
g Power transmission/distribution 15 40.0% 53.3% 6.7% 33.3% 20.0% - 6.7% 6.7% - -
é Nuclear power 13 46.2% : 46.2% 23.1% 15.4% 23.1% 7.7% 15.4% 15.4% 15.4% -
© Urban railways 28 67.9% 46.4% 21.4% 21.4% 21.4% 7.1% 10.7% 10.7% 3.6% -
Smart communities/Eco-towns 15 53.3% 66.7% 33.3% 46.7% 13.3% 13.3% 13.3% 20.0% 13.3% -
Smart grids 12 58.3% 50.0% | 41.7% 50.0% 8.3% - 8.3% - - -
Desalinization 14 35.7% 50.0% : 42.9% : 42.9% 35.7% 21.4% 28.6% 28.6% 21.4% -
§ Sewage systems 24 50.0% 58.3% 20.8% 29.2% 37.5% 12.5% 20.8% 41.7% 12.5% -
:g) ~ [Water supply 15 53.3% 60.0% 26.7% i 40.0% 40.0% 20.0% 20.0% 40.0% 26.7% -
g Highly efficient coal-fired power 10 60.0% 70.0% 40.0% 30.0% 30.0% 20.0% 40.0% 40.0% - -

(mOverseas Infrastructure Development by Manufacturers Who Mostly Focus on Delivery of Products )

-In Figure 64, delivery of parts/materials and equipment/facilities, the areas in which Japanese companies have a good track record, is classified as classification 1, while the areas in which more
than a third of companies have done not only delivery of parts/materials and equipment/facilities, but also management, operations, and maintenance are classified as classification 2. This
survey also investigates areas such as coal gasification, solar thermal power, carbon dioxide capture and storage, and other technologies. However, because only a few companies have
reported that they have already entered these areas, they are not considered part of this classification.

- Although some “water-related business” companies provide the management, operations, and maintenance, the most frequent response became the delivery of parts/materials and delivery of
equipment/facilities, as this survey is targeted at the manufacturing industry,

-In all of the above fields, it should also be noted that most of the companies expected to work at management, operations, and maintenance are major corporations located downstream on the

\_ Supply chain. )
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VI. 6. Medium-term Approaches to Infrastructure Projects by Field (companies that have already entered the field)

Figure 65-1. Medium-term Approaches to Overseas Infrastructure

Projects (Classification 1)

p.42

High —speed railways

(Companies already entered: 28)

................................................................................................

{ Guide to the chart;

- The charts show the “number of responses per each
approach / number of companies that have already entered

in the field” for each field listed in the previous page (Unit:
percent).

- It shows, among the companies that have already entered in
i the pertinent field, what percentage of the company is going
to take which approach in coming three or so years.

i - In the areas in which few of these companies are interested,
other manufacturers, non-manufacturers, public-sector
companies, or other companies with good track record in

Japan can help to provide integrated infrastructure systems
in the future.

- The size of the blue area represents the extent to which
i companies that have already entered in those respective
1 fields have made medium-term concrete plans.

. .
................................................................................................

taken the form of delivery of products

-“Classification 1” mainly includes delivery of parts/materials and
delivery of equipment/facilities, the areas in which Japanese
companies have a good track record.

*More than a few companies in “Classification 1” cited R&D, research
(FIS, marketing, etc.), or management of design/construction as
approaches they plan to take in the future. Bringing added value to
their products by providing maintenance services will be the key to
finding more sources of profit in overseas infrastructure businesses in

BAs a medium-term measure, the majority of trade has\

the future.
J
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e Research (FS,
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-
-

Management, I,/ <
operations, andf
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- \ !
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Delivery of “~_.._.._.) - Delivery of
equipment/facilities parts/materials
; (Companies already .
Urban railways entered: 28) (Unit: %)

~~~~~~~~~~~~ Research (FS,
rketing, etc.)

Management, VY Y,
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1
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Provision of service ," Management of
(construction, etc.) ™, " design/ construction
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VI. 6. Medium-term Approaches to Infrastructure Projects by Field (companies that have already entered the field) p_43

Figure 65-2. Medium-term Approaches to Overseas Infrastructure

Projects (Classification 2)

Water supply

R&D

-
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o
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operations, and ¢

maintenance
\
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(construction, etc.) ™,
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,,,,,

(Companies already entered: 15)
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]
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parts/materials

Sewage systems

(Companies already entered: 24)
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P
-
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~~~~~
S ~~,
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1
\
1
1
1
1
1
1
1
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(construction, etc.) ™.,
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/

~~
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Research (FS,
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< Management of
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Delivery of “eeeeeeeoo. ~Delivery of

equipment/facilities

parts/materials

(Companies already

Highly efficient coal-fired power | * " "°". 10)

R&D (Unit: %)

~~~~~~~~~~~~~~~~~~~~~ Research (FS,
arketing, etc.)

Management, ¢
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maintenance

Consulting

1
1
1
1
1
1
[l
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v Management of
" design/ construction

Provision of services}
(construction, etc.) ™

. %
N L,

Delivery of e\ ~"Delivery of
equipment/facilities parts/materials

re)

CCompanies in the water-related business a
looking into management, operations, and
maintenance

-In the water-related business field, there are already
established manufacturers of water treatment devices
such as EPC and O&M, so it is likely that in overseas
ventures these companies will render services and
provide management, operations, and maintenance over
the medium term.

-In the field of highly efficient coal-fired power, only 10
respondent companies have already entered the field.
However, among the companies which have already
entered the relevant field, the ratio of the companies,
which plan to render service and/or to provide
management, operations and maintenance over the
medium-term, is relatively higher than the ratio of those in

cher fields. /
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VI. 7. Issues for Overseas Infrastructure Development (ieids that companies have already entered) p.44

Figure 66-1: Issues for Overseas Infrastructure Development

(fields that companies have already entered)

Q]

Notel: The figures refer to the number of responses per issue

/number of companies that have already entered the respective field.

Note2: See Appendix 11 for No. of companies by all fields

Companies that are interested in and have already
entered the fields of overseas infrastructure businesses
were asked about the issues they face. Ten fields are
listed here in descending order of the number of
companies that have entered in them.

(%)
P High-speed Power Smart
Solar power ngh speed U_rban Sewage Roa_ds and Wind power |communications| Water supply| transmission/ | communities/
railways railways systems bridges networks distribution Eco-towns
Proper sharing of risks between public and private 8.5 21.4 21.4 20.8 5.0 18.8 12.5 26.7 20.0 46.7
Finding reliable local partners 35.6 42.9 50.0 458 40.0 375 S0 600 26.7 66.7
Taking the right steps to conform to the local legal,
accounting, and administrative systems 10.2 17.9 14.3 41.7 5.0 313 6.3 33.3 13.3 33.3
Funding/financing 51 10.7 14.3 12.5 15.0 25.0 12.5 13.3 6.7 26.7
Meeting local needs 42.4 46.4 53.6 41.7 35.0 62.5 50.0 53.3 20.0 53.3
Ensuring cost competitiveness 8.0 67.9 4 6 0 0 0 46.7 60.0 86.7
Negotiating with the party to which infrastructure
service will be provided 6.8 10.7 10.7 16.7 5.0 18.8 18.8 26.7 33.3 333
Procuring parts/materials 25.4 14.3 25.0 20.8 15.0 37.5 125 20.0 6.7 26.7
Managing construction progress and following
business plans 8.5 10.7 10.7 29.2 20.0 313 12.5 33.3 6.7 26.7
Securing and managing local human resources 20.3 21.4 21.4 37.5 25.0 37.5 12.5 33.3 26.7 40.0
Securing personnel to be stationed overseas 22.0 17.9 28.6 20.8 20.0 18.8 6.3 40.0 13.3 20.0
Guarding against technology leaks/protecting
intellectual property rights 28.8 28.6 25.0 20.8 5.0 37.5 50.0 26.7 20.0 33.3
Relevant underdeveloped infrastructures 1.7 7.1 7.1 8.3 10.0 125 6.3 6.7 - 13.3
Political risks 11.9 10.7 10.7 20.8 15.0 18.8 18.8 20.0 20.0 40.0
Support of the local government 18.6 10.7 7.1 16.7 25.0 31.3 31.3 20.0 20.0 40.0
Currency exchange rate risks 16.9 25.0 25.0 29.2 30.0 313 25.0 40.0 26.7 46.7
Other - - - - - - - - - -
No. of companies entered in pertinent fields 59 28 28 24 20 16 16 15 15 15
ECompanies that have already entered the infrastructure field face issues such as ensuring cost competitiveness, meeting B Issue No. 1
local needs, and finding reliable local partners B Issue No. 2
*The most common issues faced by companies that have already entered the infrastructure development market overseas were “ensuring cost competitiveness”, Issue No. 3

“meeting local needs”, and “finding reliable local partners”.

+ “Ensuring cost competitiveness” was the most commonly faced issue in all infrastructure fields, with the exception of the water supply and smart grid fields (please

see Appendix 11).
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VI. 7. Issues for Overseas Infrastructure Development (fields that companies have not entered)

Figure 66-2: Issues for Overseas Infrastructure Development
(fields that companies have not entered)

p.45

Q]

Companies that are interested in but have not yet
entered the fields of overseas infrastructure businesses
were asked about the issues they face in entering a
new field. Ten fields are listed here in descending order
of the number of companies that are not entered in

Notel: The figures refer to the number of responses per issue them.
/number of companies that have not entered the respective field.
Note2: See Appendix 12 for No. of companies by all fields (%)
. Sewage High-speed | Roads and Urban Smart - .
Smart grids | Solar power Water supply . . . communities/ | Desalination | Wind power
systems railways bridges railways Eco-towns

Proper sharing of risks between public and private 19.0 6.9 9.3 9.5 5.7 9.7 10.0 321 11.5 7.7
Finding reliable local partners 6 8 4.9 8 25.7 29.0 23.3 46.4 34.6 30.8
Taking the right steps to conform to the local legal,
accounting, and administrative systems 15.5 13.8 14.0 9.5 8.6 16.1 6.7 17.9 7.7 B
Funding/financing 8.6 8.6 9.3 7.1 8.6 6.5 6.7 14.3 115 115
Meeting local needs 31.0 25.9 20.9 14.3 28.6 22.6 30.0 39.3 115 26.9
Ensuring cost competitiveness 34.5 32.8 20.9 16.7 314 25.8 16.7 39.3 34.6
Negotiating with the party to which infrastructure
service will be provided 6.9 6.9 11.6 9.5 5.7 9.7 3.3 14.3 154 115
Procuring parts/materials 13.8 10.3 7.0 4.8 114 3.2 10.0 17.9 115 154
Managing construction progress and following
business plans 8.6 6.9 9.3 9.5 - 9.7 3.3 10.7 7.7 3.8
Securing and managing local human resources 12.1 17.2 11.6 9.5 11.4 6.5 6.7 17.9 19.2 11.5
Securing personnel to be stationed overseas 8.6 10.3 4.7 2.4 14.3 16.1 13.3 14.3 - 7.7
Guarding against technology leaks/protecting
intellectual property rights 20.7 10.3 11.6 4.8 20.0 9.7 3.3 17.9 19.2 19.2
Relevant underdeveloped infrastructures 8.6 5.2 9.3 7.1 2.9 9.7 3.3 14.3 115 7.7
Political risks 8.6 5.2 14.0 14.3 114 12.9 10.0 14.3 7.7 7.7
Support of the local government 13.8 6.9 18.6 14.3 17.1 12.9 6.7 17.9 23.1 115
Currency exchange rate risks 13.8 6.9 16.3 16.7 114 12.9 13.3 17.9 154 115
Other - - - - - - 3.3 - - -
No. of companies not yet entered in pertinent fields 58 58 43 42 35 31 30 28 26 26

BFor companies entering the infrastructure field anew, major issues faced are finding reliable local partners, ensuring
cost competitiveness, and meeting local needs

*The common issues seen in the top ten fields in terms of the number of companies entering the fields anew were “ensuring cost competitiveness”, “meeting
local needs”, and “finding reliable local partners”.
-With the exception of railways, the most commonly faced issue for companies entering the fields anew was “finding reliable local partners”.

M Issue No. 1
M Issue No. 2
Issue No. 3
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Appendix 1. Change and Details for Promising Countries/Regions for Overseas Business Operations

p.46

Promising Countries/Regions for Overseas ]
L Business Operations over the Medium-term Note: “Medium-term” here means the next three or so years.
Rank Fy 2011 Cox(;aonfies Pers(::;rt:ge FY 2010 Co’r\‘n(;aonfies Perscr?;rt:ge FY 2009 Colr\‘n(:;a(:lfies PersC:anrt:ge FY 2008 Colr\‘n(:)la(:ies Pef:;Sge FY 2007 CO:(:)la(:ies Pef:;?ge
Survey 507 (%) Survey 516 (%) Survey 480 | (%) Survey 471 | (%) Survey 503 (%)
1 |China 369 72.8 |China 399 77.3 |China 353 73.5 |China 297: 63.1 |China 342 68.0
2 |India 297 58.6 |India 312 60.5 |India 278 57.9 |India 271 57.5 |India 254; 50.5
3 |Thailand 165 32.5 |Vietnam 166 32.2 |Vietnam 149 31.0 |Vietham 152 32.3 |Vietham 178 35.4
4 |Vietnam 159: 31.4 |Thailand 135 26.2 | Thailand 110 22.9 |Russia 130 27.6 |Thailand 132: 26.2
5 |Brazil ] 145 28.6 |Brazil 127 24.6 |Russia 103 21.5 |Thailand 125 26.5 |Russia 114 22.7
6 |Indonesia Indonesia 107 20.7 |Brazil 95 19.8 |Brazil 91 19.3 JUSA 93 18.5
7 |Russia 63 12.4 |Russia 75 14.5 JUSA 65 13.5 JUSA 78 16.6 |Brazil a7 9.3
8 |JUSA 50 9.9 JUSA 58 11.2 JIndonesia 52 10.8 |Indonesia 41 8.7 |Indonesia 46 9.1
9 |Malaysia 39 7.7 |Korea 30 5.8 |Korea 31 6.5 |Korea 27 5.7 |Korea 32 6.4
10 |Taiwan 35 6.9 [Malaysia 29 5.6 |Malaysia 26 5.4 |Taiwan 22 4.7 |Taiwan 24 4.8
11 |Korea 31 6.1 |Taiwan Taiwan 21 4.4 [Mexico 21 4.5 |Malaysia ] 21 4.2
12 |Mexico 29 5.7 [Mexico 25 4.8 |[Mexico 20 4.2 |Malaysia 20 4.2 |[Mexico
13 |Singapore 25 4.9 |Singapore 21 4.1 |Philippines 14 2.9 |Singapore 15 3.2 |Germany ] 15 3.0
14 |Philippines 15 3.0 |Philippines 14 2.7 |Australia 9 1.9 JUAE 14 3.0 |Philippines
15 |Turkey 12 2.4 |Australia 8 1.6 |Germany i| Czech Republi 13 2.8 |Czech Republic 13 2.6
16 JAustralia 8 1.6 |Bangladesh Saudi Arabia Germany Turkey 10 2.0
17 |Bangladesh Turkey J Turkey 8 1.7 |Turkey 12 2.5 JUK
18 |Cambodia Germany 7 1.4 |Singapore 7 1.5 JAustralia 8 1.7 JAustralia 8 1.6
19 |Myanmar 7 1.4 JUK 6 1.2 |Czech Republic 6 1.3 |South Africa j| Hong Kong
20 |uk 6 1.2 [Myanmar 7 5 1.0 [Canada 5  10|UK Poland
Poland UAE i| Saudi Arabia
Saudi Arabia UK
South Africa
UAE ),
Note: “Mid-tier firm/SMEs”
Promising Countries/Regions ]Note_ “Long-term” here refers to Promising Countries/Regions for ] hgrhe re_fgr_s to C_orrrp??ies
__over the Long-term the next 10 or so years. ___Mid-tier firm/SMEs over the Medium-term \t,t\?;ngg billTiOC:.plta orless
EY 2011 No. of_ Percentage EY 2010 No. of_ Percentage EY 2011 No. of_ Percentage EY 2010 No. of_ Percentage
Rank Companies: share Companies: share Rank Companies; share Companies; share
Survey Survey Survey Survey
420 (%) 438 (%) 133 (%) 131 (%)
1 |india 333 79.3 |India 328 74.9 1 |China 93 69.9 |China 91 69.5
2 |China 299 71.2 |China 314 71.7 2 lindia 73 54.9 |India 77 58.8
3 |Brazil 196 46.7 |Brazil 151 34.5 3 [Vietnam 45 33.8 |Vietnam 53 40.5
4 lindonesia 147 35.0 [Vietnam 134 30.6 4 Thailand 38 28.6 |Thailand 42 32.1
5 [Vietnam 146 34.8 |Russia 108 24.7 5 |indonesia 34 25.6 |Brazil 30 22.9
6 [Thailand 114 27.1 |Indonesia 93 21.2 6 |Brazil 30 22.6 |Indonesia 27 20.6
7 |Russia 95 22.6 |Thailand 84 19.2 7 |Russia 14 10.5 |Russia 15 115
8 |JUSA 36 8.6 JUSA 38 8.7 8 |Malaysia 10 7.5 |Taiwan 9 6.9
9 |Mexico 25 6.0 |[Malaysia 20 4.6 9 |Mexico 9 6.8 |Mexico ] 8 6.1
10 [Malaysia 21 5.0 |Taiwan 18 4.1 10 JUSA 8 6.0 JUSA
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Appendix 2. Promising Countries/Regions for Overseas Business Operations
(details of reasons for countries being viewed as promising)

p.47

Note 1: The number of respondent companies refers to the number of companies that cited reasons for a country being promising.
Note 2: The colored cells indicate the top three reasons most often cited for each country

1 2 3 4 5 5 7 8 9 10
China India Thailand Vietnam Brazil Indonesia Russia USA Malaysia Taiwan
No. of No. of No. of No. of No. of No. of No. of No. of No. of No. of
Compan| Ratio [Compan| Ratio |Compan| Ratio |Compan| Ratio [Compan| Ratio |Compan| Ratio |Compan| Ratio |Compan| Ratio |Compan| Ratio |Compan| Ratio
es es 1es 1es es es es 1es es 1es
Respondent companies 351 | 100%| 283 | 100%| 159 | 100%| 149 | 100%| 138 | 100%| 141] 100% 58 | 100% 47 | 100% 34 | 100% 32| 100%
1. Qualified human resources 58 | 16.5% 64 | 22.6% 23| 14.5% 32| 21.5% 3] 2.2% 7] 5.0% 2] 3.4% 41 8.5% 10 | 29.4% 6] 18.8%
2. Inexpensive source of labor 115 ] 32.8%| 112 ] 39.6% 66 | 41.5% 94 | 63.1% 22 | 15.9% 65 | 46.1% 41 6.9% - - 12 | 35.3% 5] 15.6%
3. Inexpensive components/raw materials 60| 17.1% 31| 11.0% 21| 13.2% 18| 12.1% 5 3.6% 11 7.8% 3 5.2% 2 4.3% 3 8.8% 3 9.4%
4. Supply base for assemblers 98 | 27.9% 59 [ 20.8% 53 | 33.3% 251 16.8% 27 | 19.6% 371 26.2% 9] 15.5% 81 17.0% 6] 17.6% 71 21.9%
5. Concentration of industry 80 | 22.8% 21| 7.4% 39| 24.5% 71 4.7% 12| 8.7% 14| 9.9% 1] 1.7% 5| 10.6% 4| 11.8% 13 | 40.6%
6. Good for risk diversification to other countries 11| 3.1% 13| 4.6% 13| 8.2% 19| 12.8% 5| 3.6% 9| 6.4% 1| 1.7% 1] 2.1% 6] 17.6% 1| 3.1%
7. Base of export to Japan 38| 10.8% 9] 32% 12| 7.5% 10| 6.7% 1] 0.7% 7] 5.0% - - 3] 6.4% 41 11.8% - -
8. Base of export to third countries 631 17.9% 291 10.2% 53| 33.3% 23] 15.4% 8| 5.8% 22| 15.6% 1] 1.7% 4| 8.5% 9] 26.5% 5] 15.6%
9. Advantages in terms of raw material procurement 31| 8.8% 10| 3.5% 3] 1.9% 41 2.7% 10| 7.2% 7] 5.0% 1] 1.7% 1] 2.1% 3| 8.8% - -
10.Current size of local market 163 | 46.4% 69 | 24.4% 40 | 25.2% 20| 13.4% 40 | 29.0% 39| 27.7% 18] 31.0% 28 | 59.6% 6] 17.6% 17| 53.1%
11.Future growth potential of local market 289 | 82.3%| 256 | 90.5% 93| 58.5%] 105 70.5%| 126 ] 91.3%| 115 81.6% 52| 89.7% 27 | 57.4% 18 | 52.9% 11| 34.4%
12.Profitability of local market 40 ]| 11.4% 21| 7.4% 20| 12.6% 11| 7.4% 10| 7.2% 11| 7.8% 9] 15.5% 13| 27.7% 1] 2.9% 6] 18.8%
13.Base for product development 24 6.8% 7 2.5% 10 6.3% 3 2.0% 2 1.4% - - - - 4] 8.5% 2 5.9% 1 3.1%
14.Developed local infrastructure 451 12.8% 5] 1.8% 45 | 28.3% 5] 3.4% 1] 0.7% 10| 7.1% 1] 1.7% 17 | 36.2% 71 20.6% 10| 31.3%
15.Developed local logistics services 10| 2.8% 2] 0.7% 16| 10.1% 1| 0.7% - - 1] 0.7% - - 10| 21.3% 3] 8.8% 6] 18.8%
16.Tax incentives for investment 17| 4.8% 8| 2.8% 32| 20.1% 13| 8.7% 3] 2.2% 41 2.8% 3] 52% 1] 2.1% 6] 17.6% 1| 3.1%
17.Stable policies to attract foreign investment 8] 2.3% 71 25% 19| 11.9% 6] 4.0% 2] 1.4% 8] 57% - - 2] 4.3% 3] 8.8% - -
18.Social/political situation stable 7] 2.0% 15] 5.3% 10| 6.3% 15] 10.1% 10| 7.2% 12| 8.5% 1] 1.7% 12| 25.5% 10| 29.4% 91 28.1%
1 2 3 4 5 6 7 8 9 10 10
China India Vietnam Thailand Brazil Indonesia Russia USA Korea Taiwan Malaysia
No. of No. of No. of No. of No. of No. of No. of No. of No. of No. of No. of
Compan| Ratio |Compan| Ratio |Compan| Ratio |Compan| Ratio |Compan| Ratio [Compan| Ratio |Compan| Ratio [Compan| Ratio [Compan| Ratio |[Compan| Ratio |Compan| Ratio
ies ies ies ies ies ies ies ies ies ies ies
Respondent companies 394 100% 310] 100% 165] 100% 132| 100% 126| 100% 105| 100%. 75| 100% 58| 100% 30| 100% 29] 100% 28| 100%
1. Qualified human resources 50| 12.7% 60| 19.4% 34| 20.6% 21] 15.9% 3| 2.4% 6] 5.7% 2| 2.7% 71 12.1% 6] 20.0% 6] 20.7% 5] 17.9%
2. Inexpensive source of labor 139| 35.3% 136| 43.9% 101) 61.2% 59| 44.7% 25| 19.8% 54| 51.4% 6] 8.0% - - 2| 6.7% 1| 3.4% 11| 39.3%
3. Inexpensive components/raw materials 73] 18.5% 33] 10.6% 12| 7.3% 14| 10.6% 7] 5.6% 10 9.5% 4] 5.3% 1] 1.7% 1 3.3% 2] 6.9% 1] 3.6%
4. Supply base for assemblers 102| 25.9% 68| 21.9% 22| 13.3% 42| 31.8% 22]| 17.5% 22] 21.0% 4] 5.3% 7] 12.1% 5] 16.7% 5] 17.2% 7] 25.0%
5. Concentration of industry 64| 16.2% 13| 4.2% 71 4.2% 30| 22.7% 8] 6.3% 13| 12.4% - - 9| 15.5% 7] 23.3% 5] 17.2% 2| 7.1%
6. Good for risk diversification to other countries 2| 0.5% 15| 4.8% 31| 18.8% 10 7.6% 4| 3.2% 6] 5.7% 1] 1.3% - - - - - - 2| 7.1%
7. Base of export to Japan 39| 9.9% 5| 1.6% 18| 10.9% 16[ 12.1% - - 71 6.7% - - - - - - 1] 3.4% 2| 7.1%
8. Base of export to third countries 69| 17.5% 24 7.7% 27| 16.4% 36[ 27.3% 13] 10.3% 14| 13.3% 2] 2.7% 1 1.7% 4] 13.3% 5] 17.2% 6] 21.4%
9. Advantages in terms of raw material procurement 37] 9.4% 13| 4.2% 7] 4.2% 4] 3.0% 5| 4.0% 4] 3.8% 2] 2.7% 1] 1.7% - - - - 3] 10.7%
10.Current size of local market 150| 38.1% 62| 20.0% 17] 10.3% 29| 22.0% 32| 25.4% 26| 24.8% 18] 24.0% 38| 65.5% 11| 36.7% 14| 48.3% 4] 14.3%
11.Future growth potential of local market 346| 87.8% 276| 89.0% 101] 61.2% 65| 49.2% 109| 86.5% 75| 71.4% 66| 88.0% 28| 48.3% 17| 56.7% 13| 44.8% 12] 42.9%
12.Profitability of local market 44| 11.2% 23| 7.4% 71 4.2% 20| 15.2% 12| 9.5% 14| 13.3% 4| 5.3% 9] 15.5% 2| 6.7% 5] 17.2% 3] 10.7%
13.Base for product development 23| 5.8% 6] 1.9% 4] 2.4% 5| 3.8% - - - - - - 5[ 8.6% 2] 6.7% 1| 3.4% 1f 3.6%
14.Developed local infrastructure 55| 14.0% 9| 2.9% 8| 4.8% 35| 26.5% 2 1.6% 3| 2.9% 2] 2.7% 20| 34.5% 6] 20.0% 9| 31.0% 7] 25.0%
15.Developed local logistics services 20f 5.1% - - 4] 2.4% 13| 9.8% 1| 0.8% 2] 1.9% - - 10| 17.2% 2| 6.7% 2| 6.9% 3] 10.7%
16.Tax incentives for investment 25| 6.3% 8| 2.6% 14| 8.5% 21| 15.9% 7| 5.6% 2| 1.9% 5] 6.7% 1l 1.7% 1| 3.3% - - 7] 25.0%
17.Stable policies to attract foreign investment 6] 1.5% 5] 1.6% 11| 6.7% 12 9.1% 1 0.8% 3] 2.9% - - - - - - 1| 3.4% 4] 14.3%
18.Social/political situation stable 15[ 3.8% 17 5.5% 20] 12.1% 4| 3.0% 8| 6.3% 6] 5.7% 4] 5.3% 16[ 27.6% 2| 6.7% 5] 17.2% 9] 32.1%
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Appendix 3. Promising Countries/Regions for Overseas Business Operations (details of issues)

p.48

Note 1: The number of respondent companies refers to the number of companies that cited issues.
Note 2: The colored cells indicate the top three issues most often cited for each country

1 2 3 4 5 5 7 8 9 10
China India Thailand Vietnam Brazil Indonesia Russia USA Malaysia Taiwan
No. of No. of No. of No. of No. of No. of No. of No. of No. of No. of
Compan| Ratio |Compan| Ratio |Compan| Ratio |Compan| Ratio |Compan| Ratio |Compan| Ratio |Compan| Ratio |Compan| Ratio |Compan| Ratio |Compan| Ratio
ies ies ies ies ies ies ies ies ies ies
Respondent companies 339 | 100%] 255| 100%| 133 | 100%| 121 | 100%| 115] 100%| 119 | 100% 51| 100% 41 [ 100% 25| 100% 26 | 100%
1. Underdeveloped legal system 54 | 15.9% 40| 15.7% 7 5.3% 27| 22.3% 9| 7.8% 15] 12.6% 12 | 23.5% - - 2| 8.0% 2 7.7%
2. Execution of legal system unclear 203 | 59.9% 79| 31.0% 10| 7.5% 42 | 34.7% 25| 21.7% 38| 31.9% 26| 51.0% - - 5| 20.0% - -
3. Complicated tax system 45| 13.3% 73| 28.6% 4] 3.0% 10| 8.3% 36| 31.3% 8| 6.7% 91 17.6% 1] 2.4% 2| 8.0% - -
4. Execution of tax system unclear 104 | 30.7% 441 17.3% 41 3.0% 18 | 14.9% 26 | 22.6% 23] 19.3% 13| 25.5% - - 2] 8.0% - -
5. Increased taxation 87| 25.7% 22| 8.6% 9] 6.8% 8| 6.6% 141 12.2% 15] 12.6% 5] 9.8% 3| 7.3% 41 16.0% 1| 3.8%
6. Restrictions on foreign investment 85| 25.1% 291 11.4% 121 9.0% 16| 13.2% 131 11.3% 121 10.1% 12 ] 23.5% 1] 2.4% 1| 4.0% 1| 3.8%
7. Complicated/unclear procedures for investment permission 93 | 27.4% 50| 19.6% 9] 6.8% 22| 18.2% 19| 16.5% 13 ] 10.9% 12 | 23.5% - - 2| 8.0% 1 3.8%
8. Insufficient protection for intellectual property rights 160 | 47.2% 18| 7.1% 7] 53% 14| 11.6% 5| 4.3% 10| 8.4% 3] 5.9% 2| 4.9% 4| 16.0% 2| 7.7%
9. Restrictions on foreign currency/transfers of money overseas 122 | 36.0% 34| 13.3% 7] 5.3% 18 | 14.9% 16 | 13.9% 7] 5.9% 6] 11.8% - - 51 20.0% 1| 3.8%
10.Import restrictions/customs procedures 85| 25.1% 34| 13.3% 9| 6.8% 11| 9.1% 27 | 23.5% 12| 10.1% 19| 37.3% - - 2] 8.0% - -
11.Difficult to secure technical/engineering staff 51| 15.0% 33] 12.9% 26 | 19.5% 14| 11.6% 14| 12.2% 23| 19.3% 6] 11.8% 1] 2.4% 4| 16.0% 2| 7.7%
12.Difficult to secure management-level staff 57| 16.8% 45| 17.6% 36| 27.1% 26 | 21.5% 14] 12.2% 23| 19.3% 8] 15.7% 3| 7.3% 7] 28.0% 3]11.5%
13.Rising labor costs 251 | 74.0% 551 21.6% 51 38.3% 35| 28.9% 25| 21.7% 29 | 24.4% 7113.7% 8] 19.5% 7| 28.0% 6] 23.1%
14.Labor problems 112 | 33.0% 48 | 18.8% 191 14.3% 18] 14.9% 18] 15.7% 141 11.8% 4] 7.8% 5] 12.2% 41 16.0% - -
15.Intense competition with other companies 188 | 55.5% 97| 38.0% 51 38.3% 281 23.1% 46 | 40.0% 46 | 38.7% 16| 31.4% 34 | 82.9% 10| 40.0% 20| 76.9%
16.Difficulties in recovering money owed 83| 24.5% 26| 10.2% 2 1.5% 10| 8.3% 8| 7.0% 7| 5.9% 10| 19.6% 1| 2.4% 2| 8.0% - -
17.Difficulties in raising funds 42 | 12.4% 18| 7.1% 3.8% 11] 9.1% 4] 3.5% 3] 2.5% 7113.7% - - 2| 8.0% 2| 7.7%
18.Underdeveloped local supporting industries 9| 2.7% 37| 14.5% 3] 2.3% 25| 20.7% 6| 52% 15] 12.6% 6] 11.8% - 2| 8.0% 1] 3.8%
19.Sense of instability regarding currency and/or costs 16| 4.7% 21| 8.2% 2| 1.5% 26| 21.5% 21| 18.3% 11| 9.2% 6] 11.8% 1] 2.4% - - - -
20.Underdeveloped infrastructure 571 16.8% 122 | 47.8% 8] 6.0% 54 | 44.6% 221 19.1% 42 | 35.3% 61 11.8% - 41 16.0% 2 7.7%
21.Security/social instability 48 | 14.2% 54| 21.2% 60| 45.1% 12] 9.9% 40 | 34.8% 24| 20.2% 12 ] 23.5% - - - - - -
22.Lack of information on the country 8| 2.4% 37| 14.5% 6] 4.5% 21| 17.4% 27| 23.5% 15] 12.6% 8| 15.7% - - 2| 8.0% - -
1 2 3 4 5 6 7 8 9 10 10
China India Vietnam Thailand Brazil Indonesia Russia USA Korea Taiwan Malaysia
No. of No. of No. of No. of No. of No. of No. of No. of No. of No. of No. of
Compan| Ratio [Compan| Ratio |Compan| Ratio |Compan| Ratio |[Compan| Ratio |Compan| Ratio [Compan| Ratio |Compan| Ratio |Compan| Ratio [Compan| Ratio |Compan| Ratio
ies ies ies ies ies ies ies ies ies ies ies
Respondent companies 377 ] 100%| 294 | 100%| 156 | 100%| 128 | 100%| 120 | 100% 98 | 100% 71| 100% 52| 100% 30| 100% 28 | 100% 25| 100%
1. Underdeveloped legal system 571 15.1% 551 18.7% 30| 19.2% 7] 55% 9| 7.5% 11| 11.2% 16 | 22.5% - - - - - - - -
2. Execution of legal system unclear 218 | 57.8% 79| 26.9% 38 | 24.4% 11] 8.6% 27| 22.5% 22 | 22.4% 28 | 39.4% - - 1| 3.3% 1| 3.6% - -
3. Complicated tax system 48 | 12.7% 72| 24.5% 7] 4.5% 7] 5.5% 26| 21.7% 4] 4.1% 5| 7.0% 2| 3.8% - - - - - -
4. Execution of tax system unclear 120 | 31.8% 48 | 16.3% 18] 11.5% 8| 6.3% 18] 15.0% 10] 10.2% 13] 18.3% - - 1| 3.3% 2| 7.1% - -
5. Increased taxation 83 | 22.0% 16| 5.4% 4] 2.6% 6| 4.7% 8| 6.7% 5| 51% 2| 2.8% 3] 5.8% 3] 10.0% - - 3] 12.0%
6. Restrictions on foreign investment 103 | 27.3% 35| 11.9% 20| 12.8% 9| 7.0% 12| 10.0% 71 7.1% 12| 16.9% - - - - - - 3| 12.0%
7. Complicated/unclear procedures for investment permission 95 | 25.2% 46 | 15.6% 14| 9.0% 4| 3.1% 13| 10.8% 6| 6.1% 10| 14.1% - - - - 1] 3.6% - -
8. Insufficient protection for intellectual property rights 191 | 50.7% 24| 8.2% 10| 6.4% 6| 4.7% 6| 5.0% 8| 8.2% 2 2.8% 1 1.9% 1] 3.3% - - 2| 8.0%
9. Restrictions on foreign currency/transfers of money overseas 127 | 33.7% 27 9.2% 12| 7.7% 41 3.1% 9| 7.5% 3| 3.1% 81 11.3% - - 2 6.7% 1| 3.6% - -
10.Import restrictions/customs procedures 71| 18.8% 34] 11.6% 14| 9.0% 7] 5.5% 23| 19.2% 8| 82% 16 | 22.5% - - 2| 6.7% 2| 7.1% - -
11.Difficult to secure technical/engineering staff 66 | 17.5% 28] 9.5% 271 17.3% 281 21.9% 10| 8.3% 16 | 16.3% 5| 7.0% 1] 1.9% 1] 3.3% 2| 7.1% 6 | 24.0%
12.Difficult to secure management-level staff 96 | 25.5% 521 17.7% 41 | 26.3% 39 | 30.5% 21 [ 17.5% 18 | 18.4% 81 11.3% 5| 9.6% 3] 10.0% 4| 14.3% 8| 32.0%
13.Rising labor costs 240 | 63.7% 51] 17.3% 33| 21.2% 32| 25.0% 171 14.2% 18] 18.4% 10] 14.1% 8] 15.4% 6] 20.0% 5] 17.9% 51 20.0%
14.Labor problems 136 | 36.1% 47 | 16.0% 14| 9.0% 151 11.7% 15| 12.5% 11] 11.2% 7] 9.9% 5| 9.6% 3] 10.0% - - 2| 8.0%
15.Intense competition with other companies 213 | 56.5% 93| 31.6% 31] 19.9% 42 | 32.8% 36 | 30.0% 25| 25.5% 21| 29.6% 32| 61.5% 20| 66.7% 16 | 57.1% 7] 28.0%
16.Difficulties in recovering money owed 118 | 31.3% 25| 8.5% 5[ 3.2% 2] 1.6% 10| 8.3% 4| 4.1% 8] 11.3% - - - - 1] 3.6% - -
17.Difficulties in raising funds 22| 5.8% 18] 6.1% 6| 3.8% 1| 0.8% 7] 5.8% 2] 2.0% 3] 4.2% - - - - - - 1| 4.0%
18.Underdeveloped local supporting industries 22| 5.8% 36| 12.2% 25| 16.0% 4| 3.1% 10| 8.3% 71 7.1% 6| 8.5% - - - - - - -
19.Sense of instability regarding currency and/or costs 17| 4.5% 12| 4.1% 14 ] 9.0% 2 1.6% 23] 19.2% 10| 10.2% 11 ] 15.5% - - 2 6.7% - - - -
20.Underdeveloped infrastructure 45| 11.9%| 140 | 47.6% 48 | 30.8% 9| 7.0% 23] 19.2% 171 17.3% 9] 12.7% - - - - - 1| 4.0%
21.Security/social instability 38| 10.1% 56 | 19.0% 5| 3.2% 64 | 50.0% 39 | 32.5% 28 | 28.6% 141 19.7% - - 2] 6.7% 1| 3.6% 1] 4.0%
22.Lack of information on the country 6] 1.6% 60 | 20.4% 22| 14.1% 5| 3.9% 32| 26.7% 8| 8.2% 151 21.1% - - 2| 6.7% - - 1] 4.0%
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Appendix 4. Medium-term Prospects for Business Operations (domestic and overseas , by industry)

Medium-term Prospects for Business Operations (by industry)

p.49

Maintain Scale back Maintain Scale back .
OV erseas Strengthen/expand present level /withdraw Strengthen/expand present level Iwithdraw Undecided
2010 | 2011 | 2010 { 2011 | 2010 : 2011 2010 | 2011 | 2010 { 2011 | 2010 : 2011 | 2010 : 2011
All Industries 82.8% i 87.2% | 16.5% : 12.6% | 0.7% i 0.2% All Industries 31.2% : 25.9% | 58.1% : 62.0% | 6.6% 6.2%| 4.1%: 5.8%
Foods 84.8% | 84.8% | 15.2% | 15.2% . - Foods 54.5% { 56.3% | 42.4% : 43.8% | 3.0% . . -
Textiles 78.1% : 77.4% | 21.9% | 22.6% - - Textiles 32.3% : 20.0% | 51.6% : 63.3% | 9.7% : 10.0%| 6.5%: 6.7%
Paper, Pulp & Wood 80.0% : 80.0% | 20.0% : 20.0% - - Paper, Pulp & Wood 10.0% : 20.0% | 50.0% : 80.0% | 10.0% - 30.0% -
Chemicals (total) 87.1% : 92.1% | 12.9% : 7.9% - - Chemicals (total) 51.2% : 31.0% | 45.1% : 55.2% | 2.4% 6.9%| 1.2%: 6.9%
Chemicals (incl. plastic products) 87.2% : 92.4% | 12.8% : 7.6% - B Chemicals (incl. plastic products) 52.6% : 29.1% | 43.4% : 57.0% | 2.6% 6.3%| 1.3%: 7.6%
Pharmaceuticals 85.7% § 90.0% | 14.3% | 10.0% - - Pharmaceuticals 33.3% { 50.0% | 66.7% : 37.5% - 12.5% - -
Petroleum & Rubber 92.9% : 78.6% | 7.1% : 21.4% - - Petroleum & Rubber 21.4% : 28.6% | 78.6% : 64.3% - 7.1% - -
Ceramics, Cement & Glass 87.5% | 73.3% | 12.5% | 26.7% - - Ceramics, Cement & Glass 18.8% i 20.0% | 62.5% : 66.7% | 18.8% - - 13.3%
Steel 92.9%  93.3% | 7.1% : 6.7% - - Steel 21.4%  26.7% | 78.6% : 73.3% - - - -
Nonferrous metal 100.0%: 94.4% - 5.6% - - Nonferrous metal 26.1% | 16.7% | 56.5% : 77.8% | 13.0% - 4.3%: 5.6%
Metal products 80.0% : 85.0% | 15.0% ;| 15.0% [ 5.0% - Metal products 40.0% : 20.0% | 40.0% : 75.0% | 15.0% - 5.0%: 5.0%
General Machinery (total) 86.0% ; 87.0% | 14.0% ; 13.0% - - General Machinery (total) 21.1% ; 18.5% | 68.4% : 74.1% | 5.3% 5.6%| 5.3%: 1.9%
Assembly 86.0% : 87.0% | 14.0% : 13.0% - - Assembly 20.0% : 17.4% | 70.0% : 73.9% | 6.0% 6.5%| 4.0%: 2.2%
Parts 85.7% i 87.5% | 14.3% | 12.5% - - Parts 28.6% : 25.0% | 57.1% : 75.0% - - 14.3% -
Electrical Equipment & Electronics (total) | 78.5% | 84.2% | 20.6% | 15.8% | 0.9% - Electrical Equipment & Electronics (total) | 36.4% | 26.5% | 54.2% | 59.8% | 5.6% 6.9%| 3.7%: 6.9%
Assembly 82.5% : 88.9% | 17.5% | 11.1% - - Assembly 40.0% : 41.7% | 52.5% : 52.8% | 2.5% - 5.0%; 5.6%
Parts 76.1% : 81.5% | 22.4% | 18.5% | 1.5% - Parts 34.3% : 18.2% | 55.2% : 63.6% | 7.5% : 10.6%| 3.0%: 7.6%
Transportation (excl. Automobiles) 77.8% : 72.7% | 22.2% { 18.2% - 9.1% Transportation (excl. Automobiles) 11.1% : 45.5% | 77.8% : 45.5% - 9.1%| 11.1% -
Automobiles (total) 80.6% ;| 91.6% | 18.4% | 8.4% 1.0% - Automobiles (total) 13.7% i 11.6% | 72.5% : 72.6% | 8.8% 7.4% 4.9% 8.4%
Assembly 88.9% : 87.5% | 11.1% | 12.5% - - Assembly 33.3% | 25.0% | 66.7% : 75.0% - - - -
Parts 79.8% : 92.0% | 19.1% | 8.0% | 1.1% - Parts 11.8% : 10.3% | 73.1% : 72.4% | 9.7% 8.0%| 5.4%: 9.2%
Precision Machinery (total) 72.2% ;| 88.6% | 25.0% : 11.4% | 2.8% - Precision Machinery (total) 33.3% ; 37.1% | 61.1% ; 54.3% | 2.8% 8.6%| 2.8% -
Assembly 84.0% : 88.0% | 12.0% { 12.0% | 4.0% - Assembly 44.0% : 40.0% | 48.0% : 48.0% | 4.0% : 12.0%| 4.0% -
Parts 45.5% | 90.0% | 54.5% : 10.0% - - Parts 9.1% : 30.0% | 90.9% : 70.0% - - - -
Other 82.9% : 90.0% | 17.1% { 10.0% - - Other 34.3% i 30.6% | 48.6% : 46.9% [ 11.4% : 10.2%| 5.7% 12.2%
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Appendix 5. Medium-term Business Prospects (by major country/region) (FY 2011 Survey)

Medium-term Prospects for Overseas Operations (details by region)

p.50

NIEs3 ASEANS5 China Res(,)tcogaﬁ?;a & North America Latin America

2010 2011 2010 2011 2010 2011 2010 2011 2010 2011 2010 2011
Strengthen/expand 37.8%| 38.8%| 52.3%| 59.4%| 72.7%| 73.0%| 77.4%| 78.3%| 45.6%| 49.5%| 52.7%| 63.6%
Maintain present levell| 60.6%| 59.5%| 46.0%| 39.0%| 26.8%| 26.0%| 22.4%| 21.7%| 51.9%| 49.5%| 45.7%| 35.3%
Scale back/withdraw 1.7% 1.7% 1.8% 1.5% 0.6% 1.0% 0.2% - 2.6% 1.0% 1.6% 1.1%

EU15 Centéilr/(l)zsstern Rest ofCII:grope & Russia Middle East Africa

2010 2011 2010 2011 2010 2011 2010 2011 2010 2011 2010 2011
Strengthen/expand 36.5%| 43.8%| 44.2%| 44.9%| 36.6%| 40.8%| 64.9%| 74.1%| 62.5%| 62.1%| 46.8%| 44.9%
Maintain present level|  60.9%| 53.4%| 53.6%| 54.3%| 63.4%| 59.2%| 32.4%| 25.9%| 37.5%| 36.9%| 53.2%| 53.8%
Scale back/withdraw 2.6% 2.8% 2.2% 0.8% - - 2.7% - - 1.0% - 1.3%

Prospects for Medium-term Business Operation (details by country/region)
Korea | Taiwan |Hong Kong|Singapore| Thailand |Indonesia| Malaysia | Philippines eggtr:n Northern Eas_tern Southern Inla_lnd India | Vietnam
regions in Asia China China China China China
Strengthen/expand 50.2%| 38.2%| 26.7%| 42.4%| 71.4%| 77.1%| 48.7%| 43.9%| 71.3%| 74.5%| 73.7%| 69.4%| 77.1%| 88.1%| 84.4%
Maintain present level| 48.9%| 60.3%| 70.3%| 55.4%| 28.0%| 22.1%| 47.4%| 55.5%| 28.0%| 25.5%| 25.3%| 28.1%| 22.9%| 11.9%| 15.6%
Scale back/withdraw 0.9% 1.5% 3.0% 2.2% 0.6% 0.8% 3.8% 0.6% 0.7% - 1.0% 2.5% - - -
Nort_h Mexico | Brazil Rf;ttir? f EU15 cEzzgtt;?z Eitra;;: f& Russia Middle Africa
America America Europe CIS East

Strengthen/expand 49.5%| 51.5%| 81.2%| 44.4% 43.8%| 44.9%| 40.8%| 74.1%| 62.1%| 44.9%
Maintain present level] 49.5%| 47.0%| 17.6%| 55.6%| 53.4%| 54.3%| 59.2%| 25.9% 36.9% 53.8%
Scale back/withdraw 1.0% 1.5% 1.2% - 2.8% 0.8% - - 1.0% 1.3%
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Appendix 6. Overseas Production & Sales Ratios (details by industry)

p.51

Overseas production ratio

Overseas sales ratio

FY2008 (actual)| FY2009 (actual)| FY2010 (actual) (pFr(;i(C)tlel " pl“gﬁg;“F";;grlrz) FY2008 (actual)| FY2009 (actual)| FY2010 (actual) (p'?c\:jigtleld)
Industry No. of No. of No. of No. of No. of No. of No. of No. of No. of
Com- Com- Com- Com- Com- Com- Com- Com- Com-
panies panies panies panies panies panies panies panies panies
Foods 18.9% 31| 21.8% 28| 20.6% 32| 21.2% 29| 24.3% 28| 18.3% 33| 17.9% 31| 19.2% 33( 18.7% 30
Textiles 48.3% 33| 50.2% 27| 46.9% 27| 48.5% 26| 49.8% 23| 16.3% 32| 20.5% 29| 22.0% 30 22.7% 26
Paper, Pulp & Wood 13.8% 8| 22.8% 9| 23.3% 6| 23.3% 6| 26.7% 6| 12.5% 8| 10.0% 10| 11.7% 6 13.3% 6
Chemicals (total) 22.0% 771 20.1% 73| 23.0% 81| 23.2% 79| 28.5% 71| 28.3% 88| 28.4% 85| 30.1% 92| 30.6% 86
Chemicals (incl. plastic products) || 22.4% 73| 20.5% 69| 23.9% 75| 24.2% 73| 29.8% 65| 28.6% 81| 28.2% 78| 30.2% 83( 30.4% 78
Pharmaceuticals 15.0% 4] 12.5% 4] 11.7% 6] 11.7% 6] 15.0% 6| 25.0% 71 30.7% 7| 29.4% 9 32.5% 8
Petroleum & Rubber 24.4% 16| 25.0% 10| 29.5% 11| 29.0% 10| 32.0% 10| 22.5% 16| 27.3% 13| 23.6% 14| 22.7% 13
Ceramics, Cement & Glass 25.7% 15| 27.1% 14| 28.8% 13| 28.8% 13| 31.2% 13| 32.1% 17| 30.9% 17| 39.7% 15| 37.1% 14
Steel 19.6% 13| 20.8% 12| 20.7% 14| 21.9% 13| 25.8% 12| 25.0% 15| 25.8% 12| 28.3% 15| 28.8% 13
Nonferrous metal 33.9% 18| 27.6% 19| 37.0% 15| 39.0% 15| 42.3% 15| 30.5% 20| 22.7% 22| 27.8% 18| 30.0% 18
Metal products 40.0% 18| 31.1% 18] 38.3% 18| 39.4% 18| 43.8% 17| 35.6% 18| 38.7% 19| 38.3% 18| 40.0% 18
General Machinery (total) 19.7% 60| 22.5% 51| 24.6% 50| 25.6% 49( 30.7% 44{f 39.2% 66| 37.0% 56| 40.0% 54| 41.7% 51
Assembly 19.6% 50| 21.4% 45| 23.6% 42| 24.8% 42( 29.3% 37| 40.5% 53| 36.8% 49( 42.4% 46( 44.5% 44
Parts 20.0% 10| 30.0% 6] 30.0% 8| 30.7% 71 37.9% 7l 34.2% 13| 37.9% 7l 26.3% 8| 23.6% 7
Electrical Equipment & Electronics (total) [[ 43.4%: 103| 44.3% 97| 48.2% 98| 49.0% 97| 53.7% 91| 45.6%: 107| 46.2%: 102 44.6%i 101| 46.1%: 100
Assembly 40.6% 39| 35.0% 35| 41.6% 35| 42.4% 35| 47.6% 35| 43.1% 42| 37.2% 37| 37.2% 36( 39.2% 36
Parts 45.2% 64| 49.5% 62| 51.8% 63| 52.7% 62| 57.5% 56| 47.2% 65| 51.3% 65| 48.7% 65| 50.0% 64
Transportation (excl. Automobiles) 13.8% 8| 20.6% 9| 10.0% 10| 11.0% 10| 17.5% 8| 37.5% 8| 42.8% 9 33.0% 10| 33.0% 10
Automobiles (total) 36.1% 97| 32.6% 93| 34.8% 89| 35.9% 85| 39.8% 79| 39.0%: 104| 36.3% 95| 35.9% 91| 36.2% 86
Assembly 37.0% 10| 45.0% 8| 36.7% 6| 33.0% 5[ 21.7% 3|[ 55.0% 12| 56.4% 7| 46.3% 8| 41.7% 6
Parts 36.0% 87| 31.5% 85| 34.6% 83| 36.1% 80| 40.5% 76| 37.0% 92| 34.7% 88| 34.9% 83 35.8% 80
Precision Machinery (total) 26.3% 31| 25.6% 33| 33.5% 33| 34.4% 33| 38.1% 32| 49.9% 37| 49.7% 36| 53.0% 35( 55.0% 35
Assembly 22.0% 20| 19.3% 23| 31.0% 25| 31.8% 25| 35.0% 24| 52.5% 241 52.1% 241 57.4% 25| 58.6% 25
Parts 34.1% 11| 40.0% 10| 41.3% 8| 42.5% 8| 47.5% 8|[ 45.0% 13| 45.0% 12| 42.0% 10| 46.0% 10
Other 25.6% 35| 36.3% 32| 35.6% 47| 36.5% 47( 41.3% 46| 29.8% 40( 30.3% 34| 28.4% 50 30.6% 50
Overall 30.8%; 563| 31.0%: 525 33.3%! 544| 34.2%; 530| 38.5%!; 495| 34.7%} 609| 34.2%; 570| 34.7%! 582 35.9% 556
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Appendix 7. Evaluations of Degrees of Satisfaction with Net Sales and Profits (details) p,52

Evaluations of Degrees of Satisfaction with Net Sales and Profits (details)

(1) Net Sales

FY2007 Performance FY2008 Performance FY2009 Performance FY2010 Performance
Average 2.93 Average 2.34 Average 2.55 Average 2.85
1 |EUI15 3.06 1 | Latin America 251 1 | China 2.73 1 | ASEAN 5 2.98
2 | Russia 3.05 2 | China 2.46 2 | ASEAN 5 2.70 2 | NIEs 3 2.94
3 | ASEAN 5 3.00 3 | ASEAN 5 2.43 3 | Vietnam 2.65 3 | China 2.90 Countries/Regions More Profitable than Japan
3 | Latin America 3.00 3 | India 2.43 4 | Latin America 2.55 4 | Latin America 2.89 . .
5 | NIEs 3 28| |5 | Vietnam 235| | 5|NIES3 254| | 5 | Vvietham 2.79 (Descending order by ratio)
5 | Central/Eastern Europe| 2.98 6 | NIEs 3 2.30 6 | India 2.53 6 | North America 2.72 (Comparnies)
7 | Vietnam 2.94 7 | Russia 2.23 7 | Central/Eastern Europe| 2,37 7 |EU 15 2.63 "More Profiable] _Total -
8 | China 2.87 8 |EU 15 2.22 8 | North America | 2.24 8 | India 2.60 Country/Region | than Japan” |responses Ratio:
9 | India 2.74 9 | Central/Eastern Europe| 2.10 9 | EU 15 2.19 9 | Central/Eastern Europe| 2.57 responses (1) (2) [(D/(2)]
10] North America | 2.68 10] North America_| 2.03 10] Russia 212 9 | Russia 2.57 1. Thailand 119 314 37.9%
ASEAN 5 breakdown ASEAN 5 breakdown ASEAN 5 breakdown ASEAN 5 breakdown 2. China 162 475 34.1%
1 | Thailand 3.19 1 | Indonesia 2.55 1 | Indonesia 2.90 1 | Indonesia 3.19 3. Indonesia 54 201 26.9%
2 | Indonesia 311 2 | Thailand 2.48 2 | Thailand 2.73 2 | Thailand 3.17 o
3 | Malaysia 2.92 3 | Singapore 2.39 3 | Malaysia 2.67 3 | Singapore 2.91 g I\N/I;EIZyiia gg igg ;é;ﬁz
4 | Singapore 291 4 | Malaysia 2.34 4 | Philippines 2.62 4 | Philippines 2.74 — :
5 | Philippines 2.65 5 | Philippines 2.33 5 | Singapore 2.55 5 | Malaysia 2.69 6. V!etnam 28 144 19.4%
7. Singapore 41 216 19.0%
(2) Profits 8. North America 57 340 16.8%
9. Philippines 21 126 16.7%
FY2007 Performance FY2008 Performance FY2009 Performance FY2010 Performance 10. EU 15 35 268 13.1%
Average 2.81 Average 2.28 Average 2.54 Average 2.75 A
1 | Russia 3.05| [ 1 [LatinAmerica | 255| | L[ Vietnam 276| | 1 |ASEANS 2.1 E [';'"a] America ig igi Eg;ﬁ
2 | Latin America 2.94 2 | ASEAN 5 2.40 2 | ASEAN 5 2.70 2 | NIEs 3 2.81 : :
2 |EU1s 2.94| | 3 |China 2.37| | 2 | China 270| | 2 | Latin America | 2.81 13. Centra/Eastern Europe 10 102 9.8%
4 |NIEs 3 2.92 4 | vietnam 2.36 4 | Latin America | 2.55 4 | china 2.79 14. Russia 4 76 5.3%
5 | ASEAN 5 2.88 5 | Russia 2.26 5 | NIEs 3 251 5 | Vietnam 2.67 Total 654 2,957 22.1%
6 | Central/Eastern Europe| 2.84 6 | India 2.24 6 | India 2.43 6 | North America 2.62
7 | Vietnam 2.82 7 | NIEs 3 2.22 7 | Central/Eastern Europe| 2.35 7 | Russia 2.61
8 | India 2.79 8 | EU 15 2.15 8 | North America 2.21 8 | EU 15 2.51
9 | China 2.72 9 | central/Eastern Europe| 2.09 9 | EU 15 2.20 8 | central/Eastern Europe| 2.51
10 | North America 2.51 10 | North America 1.97 10 | Russia 2.15 10 | India 2.50
ASEAN 5 breakdown ASEAN 5 breakdown ASEAN 5 breakdown ASEAN 5 breakdown
1 | Thailand 3.09 1 | Thailand 2.48 1 | Indonesia 2.85 1 | Thailand 3.10
2 | Indonesia 2.87 2 | Indonesia 2.41 2 | Thailand 2.71 2 | Indonesia 2.96
3 | Singapore 2.85 3 | Philippines 2.37 3 | Malaysia 2.69 3 | Singapore 291
4 | Malaysia 2.72 4 | Malaysia 2.35 4 | Philippines 2.65 4 | Philippines 2.76
5 [ Philippines 2.64 5 | Singapore 2.33 5 | Singapore 2.60 5 | Malaysia 2.64
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Appendix 8: Existence of Real Business Plans in Countries/Regions Promising for Overseas Businesses p_53

No. 1 No. 2 No. 3 No. 4 No. 5
China India Thailand Vietnam Brazil
2009 2010 2011 2009 2010 2011 2009 2010 2011 2009 2010 2011 2009 2010 2011

Ff:‘ffrf;:;‘leegt 353 399 369 278 312 297 110 135 165 149 166 159 95 127 145
Plans exist 197 275 263 103 122 129 59 64 88 55 63 62 33 49 66
(Ratio) 55.8% 68.9% 71.3% 37.1% 39.1% 43.4% 53.6% 47.4% 53.3% 36.9% 38.0% 39.0% 34.7% 38.6% 45.5%
No plans 142 115 95 168 182 159 46 68 73 89 99 93 59 76 78
(Ratio) 40.2% 28.8% 25.7% 60.4% 58.3% 53.5% 41.8% 50.4% 44.2% 59.7% 59.6% 58.5% 62.1% 59.8% 53.8%
No response 14 9 11 7 8 9 5 3 4 5 4 4 3 2 1
(Ratio) 4.0% 2.3% 3.0% 2.5% 2.6% 3.0% 4.5% 2.2% 2.4% 3.4% 2.4% 2.5% 3.2% 1.6% 0.7%

No. 5 No. 7 No. 8 No. 9 No. 10

Indonesia Russia USA Malaysia Taiwan

2009 2010 2011 2009 2010 2011 2009 2010 2011 2009 2010 2011 2009 2010 2011

'E’f)fnps:r‘]’lzgt 52 107 145 103 75 63 65 58 50 26 29 39 21 29 35
Plans exist 19 45 59 32 23 17 36 34 34 10 20 18 10 14 23
(Ratio) 36.5% 42.1% 40.7% 31.1% 30.7% 27.0% 55.4% 58.6% 68.0% 38.5% 69.0% 46.2% 47.6% 48.3% 65.7%
No plans 30 60 82 66 48 42 28 23 15 15 9 20 11 14 12
(Ratio) 57.7% 56.1% 56.6% 64.1% 64.0% 66.7% 43.1% 39.7% 30.0% 57.7% 31.0% 51.3% 52.4% 48.3% 34.3%
No response 3 2 4 5 4 4 1 1 1 1 0 1 0 1 0
(Ratio) 5.8% 1.9% 2.8% 4.9% 5.3% 6.3% 1.5% 1.7% 2.0% 3.8% 0.0% 2.6% 0.0% 3.4% 0.0%

Note: “Ratio”refers to the number of companies that responded “Plans exist”, “No Plans” and “No response” divided by the total number of respondent
companies.
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Appendix 9: Breakdown by Industry of Overseas Infrastructure Development Fields 54
in which Companies are Interested (top 6 through 18 fields) p
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Other

Note 1: “Other” includes biomass related fields.
Note 2: The top three fields in terms of the number of companies interested are colored.
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Appendix 10: Ranking of Promising Countries/Regions by Infrastructure Fields D 55

in which Companies are Interested (top 11 through 18 fields)
Desalination Power transmission/distribution Highly efficient coal-fired power Nuclear power
Rank] Country/Region Companies Pe?:;fge Rank Country/Region Companies pe’::;:ge Rank Country/Region Companies Pe?;;‘;‘ge Rank| Country/Region Companies Pe':::rfge
1 |Saudi Arabia 11| 27.5% 1 |India 9| 26.5% 1 [India 10| 41.7% 1 |China 7] 31.8%
2 |China 8| 20.0% 2 |Indonesia 6| 17.6% 2 |China 6| 25.0% 2 |India 5| 22.7%
2 |India 8| 20.0% 3 |Brazil 5| 14.7% 2 [Indonesia 6| 25.0% 2 |Vietnam 5| 22.7%
4 |Singapore 6] 15.0% 3 [Vietham 5| 14.7% 4 |Vietnam 4| 16.7% 4 JUSA 3| 13.6%
4 |UAE 6] 15.0% 5 [China 4| 11.8% 5 |Korea 2| 8.3% 5 |France 1| 45%
6 |Australia 4] 10.0% 5 |Thailand 4] 11.8% 6 [|Australia 1l 4.2% 5 |Indonesia 1l 4.5%
6 |Indonesia 4| 10.0% 7 |Russia 2| 5.9% 6 |Russia 1l 4.2% 5 |Lithuania 1l 45%
6 |Vietnam 4| 10.0% 7 |Saudi Arabia 2| 5.9% 6 |Saudi Arabia 1| 4.2% 5 |Malaysia 1l 4.5%
9 |Thailand 2| 5.0% 7 |USA 2| 5.9% 6 |Taiwan 1l 4.2% 5 |Poland 1| 4.5%
10 |Algeria,Bahrain, 1l 2.5% 10 |Bangladesh,Cambodia, 1| 2.9% 6 |Thailand 1| 4.2% 5 |Thailand 1| 4.5%
oo 1sraelNilaysia, Singaporertansania, 6 |uAe o I
M(;r:(?c‘o,s(gerfe{n,l?uzsia: Turges, UAE, UK, 6 [USA i 42%
Sri Lanka,USA
X Middle East 3 ¥ EU/Europe 1 ¥ Japan 1 X% EU/Europe 1
AOSIS 1 Japan 1 South East Asia 1 Japan 1
North Africa 1 North Africa 1 North America 1
North America 1 South East Asia 1
Solar thermal power Gasified coal power Carbon dioxide capture and storage Other
Rank Country/Region Companies Pe’s:;’:ge Rank Country/Region Companies Pe;“:;?ge Rank Country/Region Companies Persc:;fge Rank| Country/Region Companies Pe;c::r!:ge
1 |India 5] 23.8% 1 [China 7| 36.8% 1 |india 5| 27.8% 1 |Indonesia 3| 20.0%
2 |China 3| 14.3% 2 |Australia 4] 21.1% 2 |Brazil 4| 22.2% 2 |Brazil 2| 13.3%
2 |Indonesia 3| 14.3% 2 |India 4] 21.1% 3 |China 3| 16.7% 2 |China 2| 13.3%
4 |Australia 2l 9.5% 4 |Indonesia 3| 15.8% 3 |USA 3| 16.7% 2 |India 2| 13.3%
4 |Brazil 2l 9.5% 4 |USA 3| 15.8% 5 |Thailand 2| 11.1% 2 |Thailand 2| 13.3%
4 |Thailand 2] 9.5% 6 |Malaysia 1| 5.3% 5 |Vietnam 2| 11.1% 2 |Vietnam 2| 13.3%
4 |UAE 2l 9.5% 6 [Saudi Arabia 1| 53% 7 |Bahrain 1| 5.6% 7 |Angola 1l 6.7%
4 |USA 2l 9.5% 6 |UAE 1|l 53% 7 |Canada 1] 5.6% 7 |Cambodia 1|l 6.7%
4 |Vietnam 2l 9.5% 6 |Vietham 1| 5.3% 7 |Norway 1| 5.6% 7 |Ghana 1l 6.7%
10 |Malaysia 1| 4.8% 7 |Russia 1| 5.6% 7 |Philippines 1l 6.7%
10 |Russia 1| 4.8% 7 |UAE 1| 5.6% 7 |Singapore 1| 6.7%
10 |Saudi Arabia 1| 4.8% 7 |USA 1l 6.7%
10 |South Africa 1l 4.8%
10 |Tunisia 1| 4.8%
X Middle East 1 ¥ Japan 2 ¥ EU/Europe 1 ¥ Japan 1
Japan 1
Note 1: Percentage share = N0-0f responses citing country/region concerning the field of interest Middle East 1

Total No. of respondent companies concerning the field of interest (See Figure 59)
Note2: Japan and Regions including plural countries or regions that scored highly (in the top ten) are shown under the pertinent tables next to an asterisk.
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Appendix 11: Issues for Overseas Infrastructure Development (fields that companies have already entered)

O
U1
o

] = = = e} ) = = S > 3 © o =] o ] © le) 5
o = = % = 2 [B=2]| @ 2 = £ = © o a Qo i<
s | S| Elo|ls|el2¢ s |B|s|8|s|c|38|=]|% z
; s | 3 = £ g | 3 o 2 £ ©
Fields 18| | &|s|=|E |g|2|3|8|s|°|s|8|S S
) D = 34 g Ke] 2 z 8 = g o
| ) g o 0 = o — =]
< ) S ke 2 = = | 81 ° g
T - g g | E 8| 3 S
2 g | g & 3
Issues 5 s | 5 = g
I = £ S °©
o 17} = c
a T S
g
O
1. Proper sharing of risks between public and private 5 6 6 5 1 3 2 4 3 7 4 4 6 2 3 3 0 1
2. Finding reliable local partners 21| 12 14| 11 8 6 8 9 4] 10 6 4 10 6 5 3 2 1
Taking the right steps to conform to the local legal,
3. accounting, and administrative systems 6 S 4 10 1 S 1 S 2 S 3 3 1 3 3 4 2 1
4. Funding/financing 3 3 4 3 3 4 2 2 1 4 2 2 2 2 3 2 2 1
5. Meeting local needs 25( 13| 15[ 10 7 10 8 8 3 8 5 5 7 4 4 4 4 1
6. Ensuring cost competitiveness 46( 19| 20| 15| 11| 12| 12 7 9 13 7 9 9 8 7 4 4 2
Negotiating with the party to which infrastructure service will
7 pe provided 4 3 3 4 1 3 3 4 5 5 4 2 3 2 3 2 0 1
8. Procuring parts/materials 15 4 7 5 3 6 2 3 1 4 4 2 1 5 2 3 1 1
9. Managing construction progress and following business plans 5 3 3 7 4 5 2 5 1 4 4 3 1 4 3 4 2 1
10. Securing and managing local human resources 12 6 6 9 5 6 2 5 4 6 6 4 2 4 4 3 1 1
11. Securing personnel to be stationed overseas 13 5 8 5 4 3 1 6 2 3 6 3 1 3 2 3 1 0
Guarding against technology leaks/protecting intellectual
12. property rights 17 8 7 5 1 6 8 4 3 5 5 2 3 3 2 4 2 1
13. Relevant underdeveloped infrastructures 1 2 2 2 2 2 1 1 0 2 0 2 1 1 1 2 0 0
14. Political risks 7 3 3 5 3 3 3 3 3 6 2 3 3 3 3 3 2 1
15. Support of the local government 11 3 2 4 5 5 5 3 3 6 4 3 4 3 4 2 0 1
16. Currency exchange rate risks 10 7 7 7 6 5 4 6 4 7 6 4 3 5 3 3 3 1
17. Other 0 0 0 0 0 0 0 0 0 0 1 2 0 0 0 0 0 0
No. of companies involved in pertinent fields 59( 28 28 24 20 16 16 15| 15( 15( 14 13| 12 10 8 5 5 3

Note: The figures refer to the number of responses per issue for overseas infrastructure development.
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Appendix 12: Issues for Overseas Infrastructure Development (fields that companies have not entered) p.57

el 8|l | z|=2|2|=|8|&8|8|gs|3|s|8|]8|]8|8]|°6
Elelols| B2 % g5 2|88 3|2 2|32z
. ° =1 o = = = = 1] £ @
Fields o | 8| &S| |5|8|%|8|5|2 |S|s|s|2|5]c¢%
= o 2] 5 2 S o @ S e = z
> ? S = I 7} = 8 3 -
%) = S S 2 @2 2| 2 © s
2| c E 3 |E| 8|5 5
Issues £ g | 2] g |2
Q 7] © o =
o < s % o
] =2 ] e >
= T 2|l 2|5
Z 2| s | =
)
5]
O
1. Proper sharing of risks between public and private 11 4 4 4 2 3 3 9 3 2 1 2 2 0 0 1 0 1
2. Finding reliable local partners 21 19 15( 10 9 9 71 13 9 8 9 3 4 1 3 4 1 1
3 Taking the right step§ tp conform to the local legal, 9 8 6 4 3 5 2 5 2 0 2 2 4 0 1 0 0 1
accounting, and administrative systems
4. Funding/financing 5 5 4 3 3 2 2 4 3 3 3 1 1 0 0 1 0 1
5. Meeting local needs 18] 15 9 6 10 7 9 11 3 71 10 2 5 2 2 0 2 1
6. Ensuring cost competitiveness 201 19 9 71 11 8 5[ 11 9 8 9 2 6 2 5 2 1 1
Negotiating with the party to which infrastructure service will
7 e provided 4 4 5 4 2 3 1 4 4 3 1 1 1 0 0 2 0 1
8. Procuring parts/materials 8 6 3 2 4 1 3 5 3 4 4 1 0 1 0 2 1 0
9. m:rr::ging construction progress and following business 5 4 4 4 0 3 1 3 2 1 1 2 1 0 1 0 0 0
10. Securing and managing local human resources 71 10 5 4 4 2 2 5 5 3 3 1 2 0 0 3 0 1
11. Securing personnel to be stationed overseas 5 6 2 1 5 5 4 4 0 2 7 0 1 0 0 2 0 0
Guarding against technology leaks/protecting intellectual
12. property rights 12 6 5 2 7 3 1 5 5 5 5 1 2 0 0 0 0 0
13. Relevant underdeveloped infrastructures 5 3 4 3 1 3 1 4 3 2 1 1 1 1 0 0 0 1
14. Political risks 5 3 6 6 4 4 3 4 2 2 2 0 1 0 0 0 0 1
15. Support of the local government 8 4 8 6 6 4 2 5 6 3 2 2 2 1 1 1 0 1
16. Currency exchange rate risks 8 4 7 7 4 4 4 5 4 3 3 2 3 0 1 1 0 2
17. Other 0 0 0 0 0 0 1 0 0 0 0 1 0 0 0 0 0 0
No. of companies not yet involved in pertinent fields 58( 58| 43 42 35 31| 30 28| 26( 26 24 17| 15| 14 14| 12 9 8

Note: The figures refer to the number of responses per issue for overseas infrastructure development.
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