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Kishioka: Since first signing this type of MOU with
KASIKORNBANK Public Company Limited of Thailand
in 2011, we have now signed MOUs with seven local
banks in five Asian countries. Many Japanese local
financial institutions have already joined this framework (see table), and an increasing number have
signed an MOU independently.
Ayuha: When building this framework, we made adjustments while exchanging opinions with the Re-

Ayuha: What is important in this framework is to continue the relations between the three parties after the
MOU is signed, and so the meetings give valuable op-

■ Number of concluded MOUs and financial institutions participated in the conclusion (As of July, 2015)
Number of participating
Date the MOU
was signed regional financial institutions
Thailand
KASIKORNBANK Public Company Limited
May, 2011
28
Indonesia
PT. Bank Negara Indonesia
July, 2011
33
India
State Bank of India
August, 2012
45
BDO Unibank, Inc.(BDO)
March, 2013
7
The Philippines
Metropolitan Bank and Trust Company (Metrobank)
March, 2013
45
Bank for Investment and Development of Vietnam (BIDV) July, 2013
5
Vietnam
Vietcombank
August, 2013
45
Country

Bank

URL: http://www.jbic.go.jp/en/

Periodic exchanges of ideas
after signing an MOU

Strongly supporting mid-tier
enterprises and SMEs

portunities for the people involved to meet and exchange opinions. We will keep creating opportunities
for discussions to encourage close communication and
strong alliances through JBIC’s intermediary function.
Kishioka: We have found that Japan has many excellent management executives of mid-tier enterprises and SMEs who are keen to expand. One of JBIC’s
roles is to help them do so. I myself helped such enterprises to expand overseas while strengthening relations between regional financial institutions and
JBIC by implementing the policy, and through exchanging opinions with management executives I
learned about the great capability and challenging
spirit of Japanese mid-tier enterprises and SMEs in
overseas markets. These experiences greatly motivated me in my work.
Inoue: JBIC has an established image that it makes
huge long-term investments in large projects of large
companies, but recently it has been increasingly supporting mid-tier enterprises and SMEs. I am inspired
by the mission to support Japanese growth by selling
Japanese products worldwide while protecting jobs in
Japan. Especially when I hear that local SMEs in rural
areas with state-of-the-art technology are seeking to
expand overseas while sales in Japan have been declining, I become motivated to help them, because I
myself come from a rural area and work as a Small
and Medium Enterprise Management Consultant.

Tel. +81-3-5218-3100

Kishioka: When the policy was announced, Japanese regional financial institutions had been expressing their wish to offer various services in cooperation
with local banks overseas. While mid-tier enterprises
and SMEs were actively expanding overseas, they did
not have their overseas office. The policy was designed to meet their requirements, and it specified
two key roles that JBIC should play. One is to serve as
an intermediary to establish relations between Japanese regional financial institutions and local banks
overseas, and the other is to establish a “Japan Desk”
which is responsible for Japanese-affiliated companies in local banks overseas.
Inoue: Most regional financial institutions do not
have any connections with local banks overseas, and
have to go through cumbersome procedures to sign
an MOU with such banks independently. The policy
aimed to establish a simplified format by an MOU between JBIC and local banks overseas first, and then
asking Japanese regional financial institutions to join
the framework afterward. Thus, it resulted in setting
up alliances between Japanese regional financial institutions and local banks overseas quickly.

gional Banks Association of Japan which is composed
of 64 regional banks across the country. We held
presentations through the association to promote the
understanding of the framework and encourage as
many regional financial institutions as possible to join
the framework. Even after an MOU is signed, we continue to hold regular meetings to exchange opinions
to make the framework more effective. In each meeting, we discuss various key problems with the persons in charge of the Japan Desk and those from regional financial institutions to avoid miscommunication
in their operations.
Inoue: This framework enables local banks overseas to get to know Japanese mid-tier enterprises
and SMEs, to get information on them, to acquire a
new account, and to expand their business with
Japanese-affiliated companies by accepting staff
from Japanese regional financial institutions. In addition, local banks overseas can establish connections with dozens of Japanese regional financial institutions at once, which is another great benefit of
the umbrella-type MOU.

Press and External Aﬀairs Division, Corporate Planning Department, Corporate Group, Japan Bank for International Cooperation

Promoting alliances between
Japanese regional financial institutions and local banks overseas

4-1, Ohtemachi, 1-chome Chiyoda-ku, Tokyo 100-8144, Japan

One way that JBIC helps Japanese mid-tier enterprises and SMEs to expand overseas is to assist operations by signing a memorandum of understanding (MOU) with local banks overseas. This strengthens the relations between Japanese regional financial
institutions and local banks overseas based on the “Development and Strengthening of Support System by Financial Institutions
for Small and Medium Enterprises’ Entry into Asia through Coordination among Japanese Regional Financial Institutions, JBIC
and JETRO” (hereafter referred to as the policy), which was a joint press release by the Financial Service Agency, the Ministry
of Finance and the Ministry of Economy, Trade and Industry on December, 2010.
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Tatsumaro
Terazawa

Watanabe: Japanese mid-tier enterprises and small and
medium-sized enterprises (SMEs) today are actively expanding overseas. Japanese companies including major
firms used to transfer their domestic production to
overseas to cope with the strong yen, and this trend still
continues even though the yen started to correct and
weaken two years ago. Meanwhile, there are two major
trends among mid-tier enterprises and SMEs expanding overseas. One is companies following large companies that they are affiliated with to overseas markets in
order to supply them with parts and materials. The
other is companies venturing into overseas markets as
part of their growth strategy. Their expansion initially
centered on Asia because of its relative closeness to Japan, starting with Taiwan, Korea, and China, and then
moving on to ASEAN countries. However, during the
past two years, they have gone as far as Mexico.
Terazawa: I agree with you. Judging from what the regional banking sector has seen, China and Thailand
were the top destinations for business expansion in the
past. However, Japanese companies are now rapidly expanding in Vietnam, Indonesia, the Philippines and
Mexico, which are becoming more popular. Mexico, in
particular, has attracted many manufacturing companies since it joined the North America Free Trade
Agreement (NAFTA). The Bank of Yokohama, Ltd.,
where I serve as president, has already seen more than
70 customers go into the country.
Watanabe: Until recently, mid-tier enterprises and
SMEs mostly followed large companies as they went
into Mexico, but in the near future they are likely to
develop markets in Mexico on their own rather than
simply following those companies. In the case of large
companies, they had hesitated to enter countries with
limited market size, whether in Asia or Latin America,
since they need to mass-produce to be profitable, and
these countries were not ready to welcome them either.
In recent years, however, Japanese mid-tier enterprises
and SMEs have expanded independently in countries
with a population of 20 to 30 million people and are

selling their products locally. Given that these countries
welcome Japanese companies positively, we expect the
number of those companies that meet local needs in
the Latin American market to increase gradually.

Types of support for mid-tier enterprises and
SMEs overseas
Watanabe: How have regional banks developed and adjusted to expanding overseas?
Terazawa: Japanese regional banks started to enter the
overseas markets in the early 1970s and rapidly set up
overseas offices in the 1980s. However, they did so
mainly for financing and bond deals for the larger companies in international financial markets such as New
York and London, rather than for supporting the overseas expansion of their customers. This trend peaked
in 1995. Back then, regional banks had a total of 166
overseas branches, representative offices and local subsidiaries, but this number fell rapidly after the economic bubble burst, to just 72 bases in 2005. Later, they
increased their overseas offices again to support their
customers who were expanding overseas, and the number reached 102 in 2015.
The type of support regional banks offer their customers overseas is mainly business matching in addition to financing. For example, when The Bank of
Yokohama conducted a questionnaire survey two years
ago of about 300 companies that had already entered
China, the result showed many of the companies asking us to introduce reliable buyers from whom they can
safely collect account receivables, and also local parts

Chairman
The Regional Banks Association of Japan
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Special Talk

as second-tier banks or financial institutions such as
leading credit unions to support the overseas expansion of companies in their regions. Just five years ago,
we had only 10 to 15 finance projects for mid-tier enterprises and SMEs approved annually, but this number had grown to more than 100 in FY2014. We expect to have over 100 finance projects again in FY2015
given that we already had more than 50 projects in
the first term.

Evaluation of JBIC’s scheme of support for
mid-tier enterprises and SMEs

manufacturers in order to cut production costs. Many respondents also asked us to give appropriate advice on issues such as financial aﬀairs, legal aﬀairs, tax matters and
labor management that mid-tier enterprises and SMEs
face in their overseas operations. In particular, they
wanted help with foreign currency control and social insurance. To respond to these needs, regional banks asked
their representative oﬃces to collect local information
and forwarded it to their customers, introduce local consulting firms and give them relevant information by collaborating with local banks. These activities include
providing information we obtain from JBIC.
Watanabe: As a matter of fact, it was only after JBIC
was newly inaugurated in April 2012 that JBIC started
to officially provide support for mid-tier enterprises
and SMEs in alliance with regional banks. Before that,
large companies accounted for a majority of our finance business rather than mid-tier enterprises and
SMEs. We financed mid-tier enterprises and SMEs using a two-step system: JBIC first loans money to mega
banks and local banks, and then sub-lends the money
to the companies. After the new JBIC was inaugurated
in April 2012, direct finance to mid-tier enterprises
and SMEs increased. It increased particularly in the
case where JBIC cooperates with regional banks as well

4
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Terazawa: Among JBIC’s support schemes, the system
whereby JBIC signs a memorandum of understanding
for business cooperation with local banks overseas and
then our regional banks individually participate in the
framework (see SPOTLIGHT on the back cover), best
meets the needs of the regional banks that do not have
overseas offices but still need to serve customers overseas. Because JBIC has had an overseas network for
many years and has accumulated much know-how, the
information JBIC collects through this network is vital
for regional banks.
Watanabe: The information required at the local level
generally includes company law, bankruptcy law and
tax law. In addition, exchange control law should be
considered as being related to finance law. Since JBIC’s
offices have detailed information on exchange controls,
we would like to actively share it with regional banks
and financial institutions.
Terazawa: When I was Japanese ambassador to Colombia, the Chief Representative of JBIC’s New York office visited us for an interview and soon become knowledgeable about Colombia. I appreciated the fact that
JBIC visited the countries around its overseas offices
and kept close tabs on the local economic situation.
Another extremely beneficial quality of JBIC’s finance schemes for supporting mid-tier enterprises and
SMEs is that up to 70% of the long-term funds required
by the customer can be financed in US dollars whether
by the two-step system of finance through private banks

including regional banks or by co-financing with private
banks for each company. Regional banks greatly appreciate this scheme because they have limited capital in
dollars. JBIC also permits large amounts for M&A projects and support for stabilizing overseas business. They
have been very convenient for us.
Watanabe: Thank you very much for your comments.

Expectations and requests for JBIC from the
regional bank industry
Watanabe: What else would the regional bank industry
like JBIC to do?
Terazawa: JBIC has a loan scheme for financing in the
local currency, which is very convenient. However, customers of regional banks want it to be more user-friendly by, for example, being able to choose the accounts for
repayment from their customers in the country.
Watanabe: I understand. JBIC is constantly working
with the local regulatory authority to facilitate swap
transactions and account management necessary to
provide local currency besides increasing the different
kinds that JBIC can transact. We are planning to issue
Thai baht-denominated bonds so that JBIC itself can
manage Thai baht when financing in local currency in
countries where Japanese companies have a strong
presence. This will be more convenient for customers
than swap transactions.
Terazawa: As a request from the regional bank industry,
we would be very grateful if JBIC could also focus on
areas like Myanmar, Cambodia, Laos and Latin American countries, as all of those economies are expected to
grow in the future.

●

Feature: Mid-tier enterprises and SMEs

consisted mainly of manufacturing companies, but now
non-manufacturing companies have joined them. There
is a growing need for a wider range of information because of the increasing variety of industries. We would be
grateful if JBIC could provide us with valuable information of each country.
Watanabe: JBIC has been surveying manufacturing companies for more than 20 years. However, if we focus only
on the manufacturing industry we may overlook important issues, and so we intend to gradually cover the nonmanufacturing industry. In the process, we will solicit
opinions from regional banks, and conduct surveys with
priority on the more important issues. I believe that if
we succeed in establishing collaborative relations and divisional relations by utilizing respective strengths and
expertise, we can help mid-tier enterprises and SMEs
expand overseas even more smoothly.
Thank you very much for today.

Establishing closer relations between regional
banks and JBIC
Terazawa: We have already found JBIC to be a very reliable partner because it has appropriately met the expectations and requests of the regional bank industry. We
strongly hope to establish even better relations with JBIC.
Mid-tier enterprises and SMEs that expanded overseas
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Support for mid-tier enterprises and SMEs
Support for the Overseas Deployment of SMEs

JBIC’s survey report: Overseas Expansion of mid-tier enterprises and SMEs
Amid the ongoing globalization and economic growth of emerging countries, such as those in Asia, Japanese companies

JBIC provides, through overseas investment loans and export loans co-ﬁnanced with private ﬁnancial institutions, long-term

including mid-tier enterprises and SMEs have been expanding overseas rapidly since the mid-2000s. This has continued even
after the backruptcy of Lehman Brothers, and many mid-tier enterprises and SMEs are now focusing on expanding by

funding to Japanese companies, including mid-tier enterprises and SMEs, for their overseas investments and merchandise
exports, utilizing the know-how and experience it has accumulated in overseas loans. JBIC’s support for the overseas

developing the market in promising emerging countries.

expansion of mid-tier enterprises and SMEs has the following six characteristics.
●Figure 1: Ratios of Overseas Production*1, Overseas Sales*2,
and Overseas Income*3

Growing interest in overseas expansion
The latest edition of the Survey Report on Overseas Business
Operations by Japanese Manufacturing Companies (released in
December 2015; 607 valid responses, of which 161 were mid-tier
enterprises and SMEs) reported that their overseas sales ratio for
FY2014 reached 37.9%, a record high. As for the prospects for
FY2015, the ratios of overseas sales, overseas production, and
overseas income are all expected to hit record highs (Figure 1).
As for the medium-term business prospects of overseas
operations, 75.2% of mid-tier enterprises and SMEs have said that
they would strengthen and expand their overseas business,
while the ratio of large companies who hold the same aim has
remained almost unchanged since the previous surveys, indicating
the growing focus on overseas business expansion. (Figure 2)

■ Overseas Sales Ratio ■ Overseas Production Ratio
■ Overseas Income Ratio
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1. Application of preferential loan conditions: Long-term loans with preferential loan conditions (interest rates, etc.)
2. Local currency-denominated loans: Long-term local currency loans with ﬁxed interest rates
3. Coordination and cooperation with private ﬁnancial institutions (regional banks, credit unions, money center banks):
Support for the overseas business deployment needs of SMEs all through the country *1
4. Support for mergers and acquisitions overseas: Loans for acquisition funds required when entering overseas markets
through M&As
5. Response to small loans of several million to several 10 million yen: In addition to new capital investment, small loans for
replacement of machinery, etc.
6. Utilization of networks of JBIC overseas ofﬁces: Information service on overseas investment environment; support for
solving issues with foreign governments
*1: JBIC not only co-ﬁnances with private ﬁnancial institutions but also helps to strengthen the relations between local banks overseas and Japanese
regional ﬁnancial institutions. (See SPOTLIGHT on the back cover.)

Standard investment loan schemes
Overseas project＊2

26.1

25

Investment, capital increase,
two-generation loan

24.6
Actual

Reasons for overseas expansion and diversifying
financing needs

20
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The reasons behind the trend toward overseas expansion include
* 1 (Overseas Production) / (Domestic Production + Overseas Production)
not only the fact that many mid-tier enterprises and SMEs have
* 2 (Overseas Sales) / (Domestic Sales + Overseas Sales)
set up or enhanced their overseas production bases to serve the
* 3 (Overseas Operating Income) / (Domestic Operating Income +
Overseas Operating Income)
needs of large Japanese companies engaged in local production,
Ratios were calculated by simply averaging the values provided by the
but also the fact that an increasing number of those companies
respondent companies.
seek to expand their own business in emerging countries given
their economic growth. There have been more than a few mid-tier enterprises and SMEs which are developing the local
market on their own, responding to local needs and expanding their local operation bases.
The ﬁnancing needs of mid-tier enterprises and SMEs are diversifying along with the change in their objectives of overseas
expansion. To meet these diversifying needs, JBIC has been strengthening its alliances with private ﬁnancial institutions in both Japan
and overseas and enhancing the support system with schemes such as co-ﬁnancing with regional banks and credit unions, local
currency ﬁnancing, and the two-step loan which provides lease ﬁnancing or such loan ﬁnanced through private ﬁnancial institutions.

Overseas
subsidiary
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JBIC and Japanese
ﬁnancial institutions

Usages: Long-term ﬁnance for equipment investment and sales activities of overseas subsidiaries

Direct loan (in US dollar, yen, euro, or local currency)
*2 In principle, it is intended for projects in developing countries.
*3 Domestic loans are limited to projects of mid-tier enterprises and SMEs, projects related to resources, and M&A projects.

Track record of loans

Loan approvals for mid-tier enterprises and SMEs
FY 2011

● Figure 2: Medium-term Prospects (next 3 yrs. or so) for Overseas Operations＊4

Domestic loans

Parent company
(Japan)

FY 2012

FY 2013

FY 2014

FY 2015(First half)

Number

16

34

54

109

62

Amount

3.6 billion yen

34.1 billion yen

18 billion yen

111.7 billion yen*4

21.1 billion yen

*4 This includes approximately JPY75.4 billion relating to the business acquisition of pasta sauce brands from a U.S. subsidiary of Unilever by Mizkan Group.
TOPICS

JBIC’s customers listed in the “Excellent SMEs and Micro Enterprises Selection 300” and “Excellent Shopping Districts Selection 30”
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*4 “Overseas operations” include production, sales and R&D activities
at overseas bases, as well as the outsourcing of manufacturing and procurement overseas.
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*5 The numbers in the parentheses above the bar graphs indicate the numbers of responding companies to the question.
*6 Mid-tier firms/SMEs are companies capitalized at less than 1 billion Japanese Yen.
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On March 27, 2015, The Small and Medium Enterprise Agency announced “Excellent SMEs and Micro Enterprises Selection 300” and “Excellent Shopping Districts
Selection 30,” which present examples of efforts by SMEs and shopping streets throughout Japan that are active in various fields such as developing innovative
products, creating services, revitalizing local communities, and expanding business overseas.
JBIC’s clients, companies listed below, were also selected for the development of innovative products or successful overseas expansion.

• industria Co., Ltd.
• Kosei Aluminum Co., Ltd.
• Takaokaya Co., Ltd.
• HASO Ltd.
• YUEI CASTER Co., Ltd.

• KATZDEN ARCHITEC Co. Ltd.
• SAMTECH Co., Ltd.
• Tamada Industries, Inc.
• BENDA KOGYO CO., LTD.

• KYOTOSEIKO CO., LTD.
• SHÓSHIBA MANUFACTURING COMPANY LTD.
• SUZUTOKU HOLDINGS Co., LTD.
• Marugo Rubber Industries, Ltd.
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Our Global

Challenges

industria Co., Ltd.
( Iruma City, Saitama Prefecture )

Establishing its brand by cultivating and diversifying its core technology

E A S T J A PA N

Filtration equipment without filter elements for the further growth of Indonesia
industria Co., Ltd. (hereafter “industria”) is a small and medium-sized enterprise (SME) specializing in
the manufacture and sales of filtration equipment and subcontracted processing of precision machining, welding and polishing. Its main product is FILSTAR, which is widely-acclaimed filtration equipment
that eliminates the need for filter elements (filtering medium). It is widely used by Japanese auto manufacturers and is exported to as many as 46 countries. industria has sales offices in Korea and Thailand,
and in 2012, it established a production base in Indonesia, where the auto market has been growing, by
acquiring a local subsidiary of a Japanese equipment manufacturer. In 2014, an influx of orders in Indonesia motivated it to expand its production facilities to develop the market for industria’s products.

Increasing interest in
the advanced technology
behind FILSTAR
It was from 2003 that industria’s advanced technology started gaining much
attention. Successfully developed in the
preceding year, FILSTAR was first introduced by a leading Japanese auto manufacturer, and this led to a rush of orders
from other Japanese auto manufacturers.
President Takahashi commented: “I
believed that even a low-visibility product
developed by a small factory would be recognized as a first-rate product if it was se-
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lected by a global company. Over eight
months, we made frequent visits from
Saitama prefecture to the auto manufacturer
to conduct product tests. After much trial
and error, our product was finally adopted.”
Unlike standard filtrating equipment,
FILSTAR does not use a filtering medium,
and hence saves time and cost for producing
and replacing the filtering medium. Furthermore, because it can also filter water
containing metallic powder produced during the production of vehicles, metallic
powder that used to be discarded can be
reused as a resource. Highly evaluated for
these benefits, FILSTAR has been intro-

duced in many auto production lines both
at home and abroad, becoming a major success with cumulative sales of 80,000 units.
There are other products featuring industria’s self-developed technology, such
as the ultrasonic spindle R2. This enables
super-fine and ultra-precision processing
of super-hard materials such as special
glass and ceramic, and is indispensable for
the processing of glass panels and buttonholes of smartphone and tablet devices.
Mr. Takahashi says “there are three
manufacturers of ultrasonic spindles in
the world, but we developed the technology to oscillate the blade edge.”

Acquiring an overseas production base by entering
Indonesia
industria has been expanding overseas
steadily, and Mr. Takahashi explains
why. “In the past, we had negotiated
with auto manufacturers for our products to be a feature part of their specifications (sales activities to have its product
selected during the blueprint stage) at
their head oﬃces in Japan. With the progress of globalization, however, they
began to move the negotiation process to
their overseas oﬃces, making it harder
for us to negotiate without meeting the
local decision maker.”
In December 2012, industria acquired PT. LEAD ENGINEERING
(PLE), an overseas subsidiary of a Japanese company specializing in designing
and building production robots for auto
production lines to establish a production base in Indonesia. By making PLE
its subsidiary (the name was changed to
PT. LEAD industria (LI)), industria
could produce overseas for the first time.
As LI was receiving an increasing number of orders, it decided to expand its facilities with the help of JBIC’s financing.
“JBIC directly financed LI with a US
dollar loan. Two-generation loans are
available at every financial institution,
but our main bank could not provide
direct finance to the local subsidiary in
US dollars. So JBIC’s financial services
were very helpful. JBIC’s support also
boosted our credibility: the local media
reported that the project was financed
by JBIC, and we received a huge response from our customers.”

Relationship
with JBIC

Realizing two objectives
industria has two dreams. One is to help
improve the poor water environment in
Asia. “Indonesian children have a relatively high mortality rate because of
poor water quality. In the hope of saving as many children as possible, we are
now developing our core technology to
provide Indonesia with filtration treatment equipment that works in the country.” The other is the next stage of
overseas expansion. “We are planning
to establish a base in North America
next year and sell ultrasonic spindles to
leading IT companies.”
industria is constantly developing its
core technologies, and is building its
brand worldwide by diversifying its core
technologies including those which will be
newly developed in the future.

Because the inside of FILSTAR is processed to
allow water to flow through it while rotating in
every direction, contamination like metallic powder
is separated by centrifugal force and deposited on
the bottom of the equipment. The resulting clean
water without any contamination flows upward
through the center of the water stream just above
the lowest part where metallic powder is deposited.
The clean water is then reused after being
discharged from the upper part of the cylinder.

Kazuaki Takahashi
Representative Director President
industria Co., Ltd.

Name

industria Co., Ltd.

Foundation

May, 1991

Capital

16 million yen

President

Kazuaki Takahashi, Representative
Director President

Business
Fields

Planning, development,
manufacture and sale of industria
brand products, designing and
manufacturing of various
equipment, subcontracted
processing of precision machining,
welding and polishing

Headquarters

2700 Miyadera, Iruma City, Saitama
358-0014, JAPAN

JBIC signed a loan agreement totaling up to 600,000 US dollars (JBIC portion; total coﬁnancing
amount is 865,000 US dollars) with PT. LEAD industria (LI), an Indonesian subsidiary of industria
Co., Ltd. This loan is intended to ﬁnance LI for the manufacturing and sales of precision machines,
including supply to four-wheeled automobile production lines, in Karawang Regency, western Java
Island, and used for expanding the production facility of LI. It is part of JBICʼs support for overseas
expansion by Japanese companies, including mid-tier enterprises and SMEs.
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Our Global

Challenges

KAIHARA CORPORATION
( Fukuyama City, Hiroshima Prefecture )

Leaving the world-renowned
Kaihara Quality to the next generation

W E S T J A PA N

Establishing a production base in Thailand for the expanding denim market
Established in 1893, KAIHARA CORPORATION (hereafter “Kaihara”) is Japan’s largest denim fabric manufacturer, supplying high-quality denim fabrics to apparel manufacturers, both at home and abroad,
including EDWIN, Levi’s, UNIQLO and GAP. Kaihara’s dominant presence in the market owes to its wellestablished integrated production system that spans the entire process from spinning of raw cotton to
dyeing, weaving of fabrics and processing. In particular, the indigo-dyeing technology that has been
developed since its foundation is highly praised. In March 2014, it established its first overseas operation base in Thailand in anticipation of steady growth of the denim market worldwide, especially in
emerging countries, on the back of economic and population growth. Since then, Kaihara has worked
hard to increase its market share by leveraging its competitiveness realized by local production.

■The new plant in Ratchaburi Province, which lies 90 km west of
Bangkok, has a site area of 140,000 m2 and a building area of 36,530
m2. The weaving mill and product warehouse have been operating
since November 2015, and a dye works is under construction.

ket expansion. In addition to the 600
million people in the ASEAN market,
the scheduled inauguration of the ASEAN Economic Community (AEC) was a
major factor. Moreover, Australia will enter the market when the Trans-Pacific
Partnership (TTP) comes into eﬀect. All
these factors will make Thailand even
more promising as a center of commercial distribution.

Demonstrating the value of the
Japanese way of manufacturing
in the new environment

Investing in the next stage to
prepare for the changing
business environment
Kaihara has more than a 50% share of
the domestic blue denim market and
also boasts the top share in exports of
blue denim. Its denim products, highly
praised as “Kaihara Quality”, have garnered global credibility for their “Made
in Japan” quality.
Vice Chairman Mr. Kaihara explained his passion and community-rooted attitude to manufacturing: “The indigo dyeing technology has been inherited
from generation to generation in the Bicchu and Bingo districts (currently in
Okayama Prefecture). It used to be pure
craftsmanship. We mechanized this tra-
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ditional craftsmanship and applied it to
denim manufacturing, making the new
craftsmanship our core technology. Our
integrated manufacturing system based
on this core technology has become our
greatest asset and advantage.”
Kaihara has long stood by integrated
domestic manufacturing despite the globalization of production. Kaihara’s decision to expand overseas was therefore “a
major step because it required a change
from its long-standing community-based
policy.” Its decision to invest about 10 billion yen to build a manufacturing plant
in Thailand was a bet-the-company project, as sales for the year ending February
2015 were just 16.7 billion yen.
Changes in market structure and
customers were the reasons behind this

major decision. Japan has had a continuing trend of low birthrate and long
lifespan, and the number of youths who
are the main purchasers of denim products has been decreasing. Furthermore,
though the biggest customer segment
was apparel makers specializing in
jeans, specialty store retailers of private
label apparel (SPA) became its main
customers as women started to wear
jeans more frequently around 2000.
SPAs then started to expand overseas,
and this required Kaihara to build a
factory near the point of consumption.
“There are three major reasons for
going overseas: local procurement of raw
cotton, inexpensive infrastructure and
large markets. We decided to build a
plant in Thailand in anticipation of mar-

After Kaihara made the decision to expand overseas, it inspected several candidate sites including Thailand, Indonesia,
China, and Vietnam, while also considering using a financing system that supports the overseas development of companies oﬀered by their existing banks. “In
the course of discussions on utilizing a financing system, we learned that JBIC
helps mid-tier enterprises and SMEs to
expand overseas, and so we decided to
use their financing system. We are very
grateful to JBIC for their financial support, and would appreciate their advice
in the future when problems arise during
operations in Thailand.”
Kaihara had no experience of overseas production because it had been doing
business and developing technologies in its
local production area of woven products
for 120 years since its foundation. Vice
Chairman Kaihara commented: “Bingo

Relationship
with JBIC

Kasuri used to be woven inside the household, and this skill has been passed down
from generation to generation without interruption. Whether or not we can make
this kind of skill eﬀective in areas outside
the production origin depends entirely on
our efforts.” The greatest challenge they
face is reproducing the Kaihara Quality
and developing skilled human resources to
produce the same quality overseas. As part
of their eﬀort to achieve this, they invited
15 locally hired employees to Japan in November 2014 for a six-month training
program at the production site.
The new plant in Thailand was completed in April 2015, the opening ceremony was held on October 11, and production started in November. Kaihara is
initially dispatching 20 or so employees
from Japan for about 200 locally hired
employees, but plans to station about five
or six Japanese employees for mentorship
in the long term. Mr. Kaihara said, “We
urged Thai employees to take the initiative after the opening ceremony. We may
face many diﬃculties, including the language barrier, but we are determined to
overcome them for the growth of our
company.” Kaihara has taken a bold step
to demonstrate the value of the Japanese
way of manufacturing.

(Note) SPA is the abbreviation of

speciality

store retailer of private label apparel , and
indicates an apparel maker of casual clothes.

Junji Kaihara
Vice-Chairman
KAIHARA CORPORATION

Name

KAIHARA CORPORATION

Founded

1893

Established

March, 1951

Capital

151 million yen

President

Mamoru Kaihara, President

Business
lines

Integrated production (spinning,
dying, weaving, processing) and
sales of denim

Headquarters

1450 Tsune, Shinichi-cho,
Fukuyama City, Hiroshima
729-3107, JAPAN

Plants

Head Office Mill, Kisa Mill
(Miyoshi City, Hiroshima), Joge
Mill (Fuchu City, Hiroshima),
Sanwa Mill (Jinseki-gun,
Hiroshima), Thailand Mill
(Ratchaburi Province, Thailand)

JBIC signed a loan agreement totaling up to 37 million US dollars (JBIC portion) with KAIHARA
CORPORATION (KAIHARA) in September 2014. The loan is coﬁnanced with The Hiroshima Bank Ltd., The
Bank of Tokyo-Mitsubishi UFJ, Ltd. and The Shoko Chukin Bank, Ltd., bringing the overall coﬁnancing
amount to 58 million US dollars. JBIC signed another loan agreement totaling up to 28.9 million US
dollars (JBIC portion) with KAIHARA in September 2015. These loan agreements are intended to ﬁnance
the establishment of KAIHARA (THAILAND) CO., LTD., a Thai subsidiary of Kaihara, and its denim
manufacturing and sales business. The loan will support the overseas expansion of KAIHARA and thereby
contribute to maintaining and strengthening the international competitiveness of Japanese industry.
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