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l. 1. Survey Overview

Survey Overview

p.

No. of Respondent Companies by Industrial Classification

B Survey targets: Manufacturing companies that have three or
more overseas affiliates (including at least one production base)

B No. of companies questionnaires were mailed to: 982
B Responses returned: 620 (response rate: 63.1%)

B Period of survey: Sent in July 2008
Responses returned from July to August

B Main survey topics:
Medium-term business prospects
Evaluations for overseas business performance
Promising countries or regions for overseas business operations
Competition in the global sales market
Important efforts domestically and abroad to maintain/improve
international competitiveness

Note: “Overseas business operations” is defined as production,
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No. of Respondent Companies by Net Sales

\1 trillion or mores Less than \10 bn.:

\300 bn. up to \1 trillion:

9.4% MBS

sales, and R&D activities at overseas bases, as well as

outsourcing of manufacturing and procurement overseas.
Companies surveyed, Response Rates, and Overseas Affiliates

\10 bn. up to \50
bn.:

Units: No. of companies, %

Survey year This year FY2007 FY2006 FY2005 FY?2004
Surveyed

companies 982 970 967 945 939
Responses 620 600 594 590 595
Response rate 63.1 61.9 61.4 62.4 63.4
Foreign affiliates 11,877 11,516 10,152 10,847 10,079

\100 bn. up to \Companies

\50 bn. up to \100 bn?

Note: 13 companies did not respond.
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2. The Number of the Respondent Companies & Overseas Affiliates p.3

_ Figure 1: No. of Respondent (No. of companies) Figure 2: No. of Overseas Affiliates
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200
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Eastern China  (Shanghai, Jiangsu, Anhui, Zhejiang) Note 1: Data for China starts from FY1993. Data for “Other Asian countries”starts
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Inland China (Provinces other than those mentioned ~ above and Autonomous regions) Note 2: Singapore was included in NIEs until FY1998 and in ASEANS from 1999.

EU15 is linked to the EU line from 2004.



I. 2. Overseas Production and Net Sales Ratios

Figure 4: Ratio of Overseas Production (average for all industries)

40%

30%

20%

10%

0%

Overseas
Production
Ratio

Overseas Net
Sales Ratio

Actual

."f'(Medium-term plan)

Estimate for

p.

Figure 5: Overseas Production Ratios (major industries)

Respondgnt F\_(2007 E':s;[;r;g(t)esd Medium-term

Companies Figures Figures Forecast
All Industries 510 30.7% 31.4% 34.8%
Chemical 58 22.9% 23.4% 27.4%
General Machinery 47 18.7% 19.7% 24.4%
gﬁ;ﬁ%nﬂmpmem 99 43.9% 44.6% 47.4%
Automobiles 91 34.9% 35.7% 39.9%

Figure 6: Overseas Net Sales Ratios (major industries)

88 89 90 91 92 93 94 95 96 97 98 99 00 01 02 03 04 05 06 07 (Fiscal Year)

FY2008 -
Respondent FY2007 E':s;[;r;gft)esd
Companies Figures Figures
All Industries 583 33.9% 35.2%
Chemical 73 29.5% 31.0%
Planned General Machinery 56 40.4% 42.0%
Electrical Equipment
& Electronics 110 41.3% 48.7%
P T S S S Automobiles 97 34.6% 35.9%
Notes:

(1) “Overseas Production Ratio” is defined as (Overseas
Production Output)/ (Domestic Production Output +
Overseas Production Output)

(2) “Overseas Net Sales Ratio” is defined as (Overseas Net
Sales)/(Domestic Net Sales + Overseas Net Sales)

BOverseas production & sales both on the rise, approaching 1/3 of all operations

The ratio of overseas production relative to the total for FY2007 was 30.7%, and that of overseas sales was 33.9%, the highest
figures since the surveys begun. Signs indicate an upward trend for FY2008, and the ratio of overseas business is expected continue

to rise.
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[1. 1. Attitudes toward Strengthening Businesses P.

Figure 8: Medium-term Prospects (next Figure 10: Medium-term Prospects (next 3
Overseas 3yrs. or so) for Overseas Operations yrs. or so) for Domestic Operations
580 595 611 companies 577 590 611 companies
80% 80%
60% 60%
40% 40%
20% 20%
0% 0%
FY2006 FY2007 FY2008 FY2006 FY2007 FY2008
I_I Strengthen or expand [ Maintain present level B Scale back/ withdraw I B Strengthen orexpand [ Maintain present level O Scale-back O Undecided

Companies were asked which of the following applied to their outlook Companies were asked which of the following applied to their outlook

for overseas operations in general over the medium term (next three for domestic operations in general over the medium term (next three

years or so): “strengthen or expand”, “maintain present levels”, or “scale years or s0): “strengthen or expand”, “maintain present levels”, “scale

back/withdraw”. back”, or “undecided”.

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

B While companies are still positive about overseas operations, their overall stance has become more cautious

Of the respondent companies, 79.2% said that they planned to strengthen or expand overseas operations. While this is still a high figure, it is down from
last year’s survey, suggesting that the economic slowdown that began last year has caused companies to change their stance toward overseas operations to a
more cautious one.

m Far fewer companies are planning to strengthen or expand their domestic operations
Of the respondent companies, 40.8% said that they would strengthen or expand their domestic operations. This ratio is down about 10% from last year,
a dramatic drop. In addition to the economic slowdown, companies face a limited domestic economic growth rate, causing a drop in levels of enthusiasm

\for business expansion. y,
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I1. 2. Promising Countries/Regions: Rankings P.

Figure o @ Promising Countries/Regions for Overseas Business Operations over the Medium-term (next 3 yrs. or so)
(multiple response) + See Appendix 3 for pre-FY2007 results

. . Companies)
Rankin Country/Region ( Percentage Share (% . . .
nd Hrny/Reg! 471 (503) g 06) CChlna and India vying for top \
1 (1) ' China 297 (342) 63 (68)5 China occupies the top position overall, but decreased
an @ India 271 (254) 58 (50) its share of responses from last year. India, on the other
d : ' . . S
3' @ Vietnam 152 (178) 32 (35) ha}nd, co_ntmues to make gains, leaving it almost on par
th ! ) ! with China in terms of percentage shares.
4 (4 | 4 |Russia 130 (114) 28 (23)
th ' ) ! . - .
5[h G) Thailand 125 (132)| 27 (26) B Russia and Brazil increase their percentage
6 (6) Brazil 91 @7 19  (9) shares, while Vietnam slows down
7th @ ‘ USA 78 (93| 17 (18) Russia and to a greater extent Brazil saw major gains
h ! ! H H H
8t ® | Indonesia 41 (46) 9 ©) in the_ n_umbq of companies that viewed them as
th P | promising. Vietnam, which has been popular of late,
9,0 Korea 21 (32 6 (6) saw a drop in its share.
10 (10) b Taiwan 22 (24) 5 (5)
1lm (11) , Mex'co_ 21 (21) 4 (4)§ B Eyes are on emerging countries in the Middle
12th (12) : M_alay5|a 20 (21) 4 (4)5 East and Africa
13th (25) f Singapore 15 Gl 3 (@ T In recent years responses pointing out countries in the
14 (22) UAE 14 () 3 (1) i Middle East as promising are on the rise. Notable
th ' | . e .
15 (14) Germany 13 (15) 3 3) response levels for this fiscal year include the UAE (14
th : . : companies) and the Middle East in general (16
16 (15) Czech Republ 13 13 3 3) . . . - L
th (15) 5 ‘ Zech Republic (13) ( )5 companies). In Africa, South Africa saw major gains in
17 A7 Turkey 21 3 @ T percentage shares, marking the first time an African
18th (16) ‘ UK 8 (10) 2 2 country has made into the top 20 since this survey
19 19 : Australia 8 ® 2 () began.
th - :
20" (24) | 4 |SouthAfrica 8  © 2 @ 1
Note 1: In addition to the countries/regions listed above, the following regions also
gained responses: EU/Europe/Western Europe (38 responses, 8% of the total); North
America (18 responses, 4%); Eastern Europe/Central and Eastern Europe (17 responses, 4%);
Middle East (16 responses, 3%).
Note 2: Numbers in parentheses represent last year’s figures.
The respondents were each asked to name the top five countries that they consider to have promising

prospects for business operations over the medium term (the next three years or so). The table above \ /
shows the number of quotation of the countries or regions (no. of responses) and ratio (percentage share)
consisting of that number divided by the number of responding companies.
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I1. 4. Promising Countries/Regions: Changes in Percentage Shares over 17 Years (8 main countries) p.

Figure 12: Promising Countries/Regions for Overseas Business over the Medium-term (next 3 yrs. or so): Percentage Shares over 17 years

100%r
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9094 into the WTO
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: \\
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20% : "\ A A
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10% : \/ - L
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Note: Questions asked and methods of data collation differ for the ‘92 and ‘93 fiscal years.
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[11. 1. Existence of Real Business Plans (top 10 countries/regions) P.

Figure: o oExistence of Concrete Business Plans for Promising Countries/Regions

300r Center
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(I China far exceeds others in the number of companies with business plans; while many companies responded that
they have no plans for India, the number of companies with plans are steadily on the rise

Two hundred companies have plans for businesses in China. While recent years have seen a gradual decline, the level still far
exceeds other countries. More than half of the companies that said India was promising do not actually have concrete business plans,
but the number that do are steadily on the rise.

B Many companies do not actually have concrete plans in Russia and Brazil, but those that have them are on the rise
Russia and Brazil have seen their percentage share go up in recent years, and just as with India, many companies do not have

eoncrete plans, the number that do are on the rise.

J/
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I11. 3. Reasons for Countries Being Viewed as Promising for Overseas Operations and Pending Issues

(C

hina and India)

China

Reasons |

(Total number of respondent companies: 294)

. Future growth potential of local market

. Inexpensive source of labor

1
2
3. Current size of local market
4. Supply base for assemblers
5

. Inexpensive components & raw materials

Issues|

(Total number of respondent companies: 285)

1. Rising labor costs

2. Execution of legal system unclear

3. Insufficient protection of intellectual property

rights
4. Intense competition with other companies

5. Restrictions on foreign currency and international

transfers
5. Difficulties in recovering money owed

No. of
companies

22.8
132
109

73
48

No. of
companies

182
166

143
130
92

92

Ratio

77.6%
44.9%
37.1%
24.8%
16.3%

Ratio

63.9%
58.2%

50.2%
45.6%
32.3%

32.3%

India

Reasons

i

(Total number of respondent companies: 269)

1. Future growth potential of local market
2. Inexpensive source of labor
3. Qualified human resources
4. Supply base for assemblers

5. Current size of local market

Issues | @

(Total number of respondent companies: 257)

1. Underdeveloped infrastructure

2. Execution of legal system unclear

3. Intense competition with other companies
3. Lack of information on the country

5. Rising labor costs

No. of
companies

227
104
68
61
44

No. of
companies

134
68
63
63
54

Ratio

84.4%
38.7%
25.3%
22.7%
16.4%

Ratio

52.1%
26.5%
24.5%
24.5%
21.0%

\,

m The top three reasons for China being seen as promising are: the “future growth
potential of the local market”, “inexpensive source of labor”, and “current size of
local market”.
B The top three pending issues given are: “rising labor costs”, an “execution of legal
system unclear”, and the “Insufficient protection of intellectual property rights”.

got relatively higher marks than other countries.

-
B The “growth potential of the local market” was listed top as the reason for India being a
promising destination, a response revealing the hopes placed on the future growth of the
Indian market. Listed third is the presence of “qualified human resources”, for which India

B The biggest issue for India has continued to be an “underdeveloped infrastructure”.
Infrastructural improvements are believed to be making progress, but the demands of
\companies seeking to make forays into India also appear to be on the rise.

J/

Copyright © 2008 JBIC Institute. All Rights Reserved.



I11. 5. Reasons for Countries Being Viewed as Promising for Overseas Operations and Issues

(Vietnam and Thailand) P-
Vietnam Thailand
Reasons | Reasons |
(Total number of respondent companies: 150) No. of Ratio (Total number of respondent companies: 124) No. of Ratio
companies ' companies
1. Inexpensive source of labor 92 61.3% 1. Future growth potential of local market 59 47.6%
2. Future growth potential of local market 72 48.0% 2. Supply base for assemblers 51 41.1%
3. Good for risk diversification 47 31.3% 3. |nexpensive source of labor 48 38.7%
4. Qualified human resources 42 28.0% 4. Current size of local market 32 25.8%
5. Supply base for assemblers 33 22.0% 5. Base of export to third countries 30 24.2%
6. Developed local infrastructure 30 24.2%
Issues| Issues|
. No. of .
(Total number of respondent companies: 144) - Ratio No. of
companies (Total number of respondent companies: 117) companies Ratio
1. Underdeveloped infrastructure 62 43.1% o P
o 1. Rising labor costs 43 36.8%
2. Difficult to secure management-level staff 46 31.9% - ) )
2. Intense competition with other companies 40 34.2%
3. Rising labor costs 35 24.3% o
) 3. Difficult to secure management-level staff 32 27.4%
4. Execution of legal system unclear 33 22.9% o ) L
o ] o 4. Difficult to secure technical/engineering staff 22 18.8%
5. Difficult to secure technical/engineering staff 32 22.2% . o .
5. Security/social instability 16 13.7%
a— . . . - . o . ™
B Vietnam is the only country in the list of promising countries in which “inexpensive source p
oflz}b.or” is the top reason, and there is much hope fo.f its poFential as a supplier ofla.bor. In B The second reason for Thailand being promising is its position as a “supply base for
addition, there were relatively more companies that listed Vietnam as an “good for risk assemblers”, underscoring Thailand’s developing concentration of industry, most notably the
diversification”, which corresponds to its reputation as a popular candidate to divert away risk automobile industry.
aSSUmed in China. . _ o B More companies are citing “rising labor costs” as an issue in Thailand, pushing this issue
B Vietnam’s “underdeveloped infrastructure” continues to occupy the top pressing issue. In to No.1. There are also a noteworthy number of companies that cites “difficult to secure
addition, more and more companies are citing “rising labor costs”. staff’
\. y, \ J
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I11. 7. Infrastructure-related Issues P.

Figureo o Countries where better infrastructures are desired (multiple response)

China India Vietnam
% - 84%
90% - 86% oo o
’ 80% | 74% 90% g8y
80% [ 80% 43%
70% 70% 60%
70%
60% :Z: 5%
60% [ 47T% [ 37%
50% 40% 28%  28%
50% | senn (n=285) (n=257) soxl (n=144)
° 40% o, 13%
33% 31% H
40% ’ o These graphs represent the ratios of ’ 29% 20%
28% infrastructural elements that companies 30% | 23% o 10%-
30% - identified as needing improvement in 20% 0% N I I N I I
promising countries using number of o & & & & @ e &
20%} 13% responses (n). 20% N
&
10%} 6% 4% 10%} o
0% 0% G
& & &£ & qﬁr*e & & & ¢ & @& &
S & < . o $ N S N < &
N < ¢ @o’\"\f Qp\ v‘& N @\é} @é‘\\& @ *
& &
< &
Russia Indonesia < ~N
B Many infrastructure-related issues cited for
India and Vietnam
90% Of respondent companies that pointed out
90% - 80%L “infrastructure” as a pending issue, a particularly
80% | large proportion of them named India (52%) and
4% 0% Vietnam (43%). Water was listed as 3 in India, and
70% 60% 60%|- ports as 3 in Vietnam.
60%| . .
0 - 50%| (n=41) B A disproportionately large number of
50% - n=120 v A .
36% 40% companies cited electricity issue for China
40% 28% 28% 928% The rate of responses mentioning infrastructural
o . - -
30% 30% problems in China was below the level of India and
20% 20% | others. Still, electricity tops the list of infrastructure-
8% lated issues in China
L0% rela .
10% [ "
0% 0%
) ° &
& 5 S0 & F & & &
& & & XYW o
@ & & & @ v \ /
s ¢ &é\
&
@)
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I1V.3. Countries/Regions/Fields for Strengthening Businesses (East to South Asia) P.

Figure o: Size of Medium-term Business Prospects Figure o: Areas in which to strengthen/expand (production)
(major Asian and others in the region) [ Bolster existing base(s
[ Establish new base(s)
(275) (248) (237) (149) (247) (302) (210)  (Respondent 200
Companies) =]
(245) | (217)| (874) | (224) |(133) | (408) | (119) | (189) 180f m
100%
90%
80%
Bo Nng
70% prddugtion
60%
50%
40%
30%
20%
10% Figure o: Areas in which to strengthen/expand (sales)
0%,; [0 More use of retail outle}:
{_Q*Q‘ N [0 Sales at existing center
< 200 - [l  Startnew sales centers
180
160 67
140 —
B Strengthen/Expand O Maintain present level B Scale back/Withdraw 120
100
Note: See Appendix o for detailed figures. 80
(I Business show particularly strong interest in expanding in India, Vietnam, Eastern China, and ) 60
Thailand 40
Among respondent companies who indicated intent to strengthen/expand business, the breakdown
was as follows: India (90%), Vietnam (80%), Eastern China (68 %), Thailand (66%). 20
0

B Businesses to expand existing bases in Thailand and Eastern China; new investment in India and

Vietnam &
The focus of investment is Eastern China and Thailand, where companies already have an

established investment. On the other hand, one cannot ignore investments in new centers in India and

Vietnam.

\. J/




IV. 6. Countries/Regions for Strengthening Businesses (all industries; electrical equipment & electronics) p.8

Figure o: No. of Companies to Strengthen/Expand Figure o: No. of Companies to Strengthen/Expand

Operations (FY08, all industries) Qnerations (EY08, electrical equipment/electranics)

Legend )

B FY2008 survey results
m) Change since FY2007

Companies
300 - ) Electrical equipment/
All industries Companies electronics
250 48 60
205
200 189 189 50
11
150 157 152 40
103 106 l W 30
100 84 0 00 00
7 72 20
55 b
50 49
34 26 40 36 10
0 _AEfA A __-._7III a = [ 1, 0] 0
-511-815-870-7-9_1013--5211310-915‘1—12'5301310 2 ,701431[]50 1 724212144001
- . - -4
50 -16-5 -7
7 = » = = o AdIvds5T3T ZZMYss5< I Z2ZZ2TD 0OXIDWZIP
283837252880 ¢3:2:5853¢8 £32:% 22 585288832888 :28 S855%
s £ 38E&9 352 2583 25535 2 =228 7 5 & o a9 3 5828 53805 5583332055 =0155a8 228
® 2 35833 583 a3 a2 233783152355 58 5x83%8c3238% 5 >30 > e %25
335835357 3 *r 3 s SI%pm 2SS g g 3 3 & RZETD
« - ) = g 2 33 2 < 3 China - 5 s z .
f China ) g 3 > g 3 2 2 9 > & ® =
oy 3 > o \—/ ) 2 3 2
o] 2 m - C o S b
o = c (%] @ o m
o 8 3 o S c
= ° 3. 3
> @ o S
@D

M North America saw significant losses in term of the number of companies to strengthen/expand operations; Brazil, India and others have seen gains
When analyzed by country or region, the number of companies to strengthen or expand operations in North America has decreased by 40 companies, a major reduction
caused by the economic slowdown. Brazil (15 companies) and India (21 companies), on the other hand, are noticeably on the rise.
B In the field of electrical equipment/electronics, fewer companies responded that they will expand their businesses in Vietnam
In the past few years companies in the field of electrical equipment/electronics have increasingly announced plans to expand their businesses in Vietnam, but in this year’s
survey that trend has reversed.
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V. 7. Countries/Regions for Strengthening Businesses (automobiles) P.

Figure o: No. of Companies to Strengthen/Expand Figure o: No. of Companies to Strengthen/Expand
Operations (FY2008: Automobiles) Operations (FY2008: Automobiles)

O FY2007 Survey results
O Change since FY2006

B FY2008 Survey results :
FY2008 Lo o Change since FY2007 Legend )

Companies Companies
70 1 70 -
60 61
60 m
50 5 | 48
M 44
39 ]
40 40 —
32
30 0 | 28 26 M
22 229
1
20 20 | y 1%
11 13 11
10 9 g 9
10 fg = 7
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s s282c 5533455853 23x8 g, 238837 S 358525833832 3%8a78=g15532 =8
» 3C 38 pzs8sT35¢e 8228 =153 ms 5 S5X838228235¢% 3 3>° = i
5 = T2 5T @ @ 3 @ 2 >3 O 5 o [ @ osag o 58 3 =] > - m m
S 32558 3 5 3 3 > 2 S m S8 P & > o 3 N R c ©
S @ o 2 > S o 3 5 R 38 o Q@ & @ . e =3 m S o
e “ g 5 32 : m°® g 3 China 2 3 > g3 7
> China 2 g g g9 C ) 28 > 2%
\ / 3 ® g & ° o) 2 30
4 @ S5 =
Q S Q = m »
@ m Y @ c
o c 2. 3
2. 3 o °
@ ° @D

B For automobile-related companies, the stress on business expansion around the North American market has largely fallen off, though involvement in the

Indian and Thai markets is relatively strong.
When comparing the number of companies listing the countries/regions they planned on expanding in, it is clear that there has been a decline in North America in addition
to other areas. In spite of this, however, India and Thailand have experienced the opposite trend, rising from the previous year and maintaining a solid presence in the

expansion plans of Japanese companies.
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Promising Countries/Regions: Breakdown by Industry for Vietnam and other countries

Vietham n=152 Thailand n=125
Ranking Industry Col:lr?r;gies Ranking Industry Co’:lnobaf:ies
1  |[Electrical equipment / electronics 39 1  [Automobiles 33
2 |Automobiles 19 2 |Chemicals 20
3 [General machinery 12 3 |Electrical equipment / electronics 15
3 |Chemicals 12 4 |General machinery 9
5 |Metal products 10 4 |Foodstuffs 9
6 |Textiles 9 6 |Petroleum & Rubber 8
7 |Precision machinery 8 7  |Textiles 6
7  |Foodstuffs 8 8 |Steel 5
9  |Petroleum & Rubber 5 9  |Precision machinery 3
10 |Nonferrous metals 4 9  |Ceramics, Cement & Glass 3
China n=297 India n=271
Ranking Industry Comlnoﬁef:ies Ranking Industry Co%op.gies
1  |Electrical equipment / electronics 59 1  [Automobiles 60
2 |Automobiles 51 2 |Electrical equipment / electronics 58
3 |Chemicals 41 3 |Chemicals 35
4 |General machinery 26 4 [General machinery 27
5 |[Textiles 18 5  |Precision machinery 16
6 |Foodstuffs 14 6 |Metal products 11
7 |Precision machinery 13 7  |Petroleum & Rubber 9
8 |Metal products 12 8  |Nonferrous metals 8
9  |Petroleum & Rubber 10 9 |Textiles 6
10 |Nonferrous metals 9 9 |Ceramics, Cement & Glass 6




Promising Countries/Regions: Rankings by Industry

Chemicals General machinery
No. of Percentage No. of Percentage
Cé:g;gr:/ Companies FI;I)Z:: P:\zli?’ls Share FY2007 Cs:g;g:/ Companies FI;I)Z:: P:\EII(I)’IS Share FY2007
68 (%) 45 (%)
1 |China 41 30 11 60.3%]|China 1 [|India 27 14 12 60.0%]|China
2 lIndia 35 12 21 51.5%]India 2 |China 26 19 6 57.8%]India
3 [Thailand 20 15 5 29.4%]|U.S. 3 |Russia 19 10 9 42.2%|Russia
4 JU.S. 18 12 6 26.5%| Thailand 4 |Vietnam 12 4 8 26.7%|Vietnam
5 |Russia 14 7 7 20.6%|Vietnam 5 |Thailand 9 4 3 20.0%| Thailand
6 |Vietnam 12 6 6 17.6%
Electrical equipment / electronics Automobiles
Countrv/ No. of Pl N Percentage Countrv/ No. of Pl N Percentage
OUNIYT ! Companies| ' 2n® ° Share FY2007 OUNIYI Companies| ' 2n® ° Share FY2007
Region Exist | Plans Region Exist | Plans
86 (%) 81 (%0)
1 |China 59 44 14 68.6%]|China 1 |india 60 25 34 74.1%]India
2 l|Iindia 58 22 35 67.4%|India 2 |China 51 33 15 63.0%]|China
3 |Vietnam 39 13 22 45.3%|Vietnam 3 |Thailand 33 21 9 40.7%|Thailand
4 |Russia 19 11 7 22.1%]Russia 4 |Russia 31 4 26 38.3%|Russia
5 |Thailand 15 9 5 17.4%|Thailand 5 |Brazil 28 5 21 34.6%|Vietnam
6 |Vietnam 19 5 14 23.5%
Foodstuffs Textiles
Countrv/ No. of Pl N Percentage Countrv/ No. of Pl N Percentage
OUNIY | companies| 213 0 Share FY2007 OUNIY | companies| 213 0 Share FY2007
Region Exist | Plans Region Exist | Plans
22 (%0) 24 (%0)
1 |China 14 10 3 63.6%]|China 1 |China 18 8 9 75.0%]China
2 |Thailand 9 6 3 40.9%|Vietnam 2 |Vietnam 9 1 7 37.5%]|India
3 |Vietnam 8 4 4 36.4%| Thailand 3 |India 6 0 6 25.0%]Vietnam
4 |U.S. 7 3 4 31.8%|India 3 [Thailand 6 2 4 25.0%]Thailand
5 lIndia 5 1 4 22.7%]|U.S. 3 |us. 6 3 3 25.0%|Russia/Indonesia
5 |Russia 5 0 5 22.7%




Areas in which to Strengthen/Expand in Vietnam: Breakdown by Industries

Areas in which to strengthen/expand (production)

Companies

18

16

14

12

O
a

Bolster existing base(s
Establish new base(s)

Companies

18

16

14

12

10

Areas in which to strengthen/expand (sales)

[0 More use of outlets
[0 Bolster existing centers
[l  Startnew sales centers




Detail of Reasons in Vietham by Company with Production Bases

Inexpensive source of labor

)27

Good for risk diversification to other countries | P19

15

Future growth potential of local market

p12
P11

Supply base for assemblers

Qualified human resources

Base of export to third countries |l g 9

) 7
y 7

Profitability of local market

Base of export to Japan

J 6

Tax incentives for investment

J 5

Social/political situation stable

Current size of local market 3
Stable policies to attract foreign investment 2
Inexpensive components/raw materials 1
Developed local infrastructure 1
Concentration of industry 1
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The number of companies with production bases in Vietnam is 38.
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Detail of Issues in Vietham by Company with Production Bases

Rising labor costs

Underdeveloped infrastructure

Difficult to secure management-level staff

Labor problems

Underdeveloped legal system

Underdeveloped local supporting industries

Difficult to secure technical/engineering staff

Execution of legal system unclear

Restrictions on foreign investment

Sense of instability regarding currency and/or costs
Intense competition with other companies

Restrictions on foreign currency/ transfers of money overseas
Import restrictions/customs procedures
Complicated/unclear procedures for investment permission
Difficulty in raising funds

Execution of tax system unclear

Security/social instability

Insufficient protection for intellectual property rights
Increased taxation

Complicated tax system

0

The number of companies with production bases in Vietnam is 38.
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Detail of Reasons for Vietnam being viewed as Promising (2000~2008)

2000 2001 2002 2003 2004
No. of {Percentage] No.of {Percentage| No.of {Percentage] No.of |Percentage] No.of |Percentage
Companies: Share(%) |Companies; Share(%) |Companies: Share(%) |Companies| Share(%) | Companies| Share(%bo)
34 100.0% 47 100.0% 54 100.0% 85 100.0% 108 100.0%
Qualified human resources 9: 26.5% 13! 27.7% 18: 33.3% 30 35.3% 38| 35.2%
Inexpensive source of labor 24: 70.6% 37, 78.7% 38: 70.4% 63 74.1% 82| 75.9%
Inexpensive components/raw materials 8: 23.5% 4; 8.5% 6 11.1% 11, 12.9% 10, 9.3%
Supply base for assemblers 5 14.7% 5/ 10.6% 5  9.3% 12| 14.1% 13| 12.0%
Concentration of industry 2 24% 5 4.6%
Good for risk diversification to other countries 27, 31.8% 27 25.0%
Base of export to Japan 6. 17.6% 117 23.4% 4; 7.4% 21 24.7% 20| 18.5%
Base of export to third countries 8: 23.5% 12 25.5% 13 24.1% 18| 21.2% 22| 20.4%
Current size of local market 2. 59% 1i 2.1% 10 1.9% 5 5.9% 7. 6.5%
Future growth potential of local market 16: 47.1% 21 44.7% 30 55.6% 35 41.2% 52| 48.1%
Developed local infrastructure 20 3.7% 4, 4.7% 7! 6.5%
Tax incentives for investment 10 2.9% 4 8.5% 2i 3.7% 12) 14.1% 25| 23.1%
Stable policies to attract foreign investment 6/ 7.1% 5 4.6%
Social/political situation stable 17) 20.0% 221 20.4%
2005 2006 2007 2008

No. of iPercentage] No.of [Percentage| No.of :Percentage] No.of |Percentage
Companies: Share(%) |Companies! Share(%o) | Companies: Share(%) | Companies| Share(%bo)

126 100.0% 154 100.0% 176 100.0% 150 100.0%

Qualified human resources 48: 38.1% 54! 35.1% 55; 31.3% 42 28.0%
Inexpensive source of labor 103: 81.7% 110{ 71.4% 125; 71.0% 92| 61.3%
Inexpensive components/raw materials 7. 5.6% 9! 5.8% 100 5.7% 11, 7.3%
Supply base for assemblers 20: 15.9% 35! 22.7% 29 16.5% 33| 22.0%
Concentration of industry 5i 4.0% 7: 45% 9! 5.1% 5 3.3%
Good for risk diversification to other countries 49: 38.9% 56! 36.4% 64; 36.4% 47, 31.3%
Base of export to Japan 20: 15.9% 17¢ 11.0% 211 11.9% 16/ 10.7%
Base of export to third countries 22 17.5% 28! 18.2% 35! 19.9% 27| 18.0%
Current size of local market 5i 4.0% 8/ 5.2% 12 6.8% 9 6.0%
Future growth potential of local market 45 35.7% 72! 46.8% 94! 53.4% 72| 48.0%
Developed local infrastructure 3i 2.4% 6 3.9% 9. 51% 7 4.7%
Tax incentives for investment 23: 18.3% 26 16.9% 24; 13.6% 18, 12.0%
Stable policies to attract foreign investment 11! 8.7% 13} 8.4% 18 10.2% 10, 6.7%
Social/political situation stable 19: 15.1% 24; 15.6% 35 19.9% 20/ 13.3%




Detail of Issues in Vietnam (2000~2008)

2000 2001 2002 2003 2004
Co’:l11(;a(r)1]cies Ratio Col:ln(;).a%fies Ratio Col\rlr?p.a%fies Ratio Col\rfp.a%fies Ratio Col:ﬁ).a(r)fies Ratio
33 100.0% 44 100.0% 43 100.0% 71 100.0% 82 100.0%

Underdeveloped legal system 22 66.7% 16 36.4% 20 46.5% 26 36.6% 33 40.2%
Execution of legal system unclear 12 36.4% 9 20.5% 12 27.9% 28 39.4% 30 36.6%
Execution of tax system unclear 6 18.2% 5 11.4% 9.3% 12 16.9% 17 20.7%
Restrictions on foreign investment 5 15.2% 5 11.4% 9 20.9% 19 26.8% 19 23.2%
Complicated/unclear procedures for investment permission 7 21.2% 7 15.9% 7 16.3% 18 25.4% 9 11.0%
Difficult to secure technical/engineering staff

Difficult to secure management-level staff 6 18.2% 9 20.5% 7 16.3% 25 35.2% 22 26.8%
Rising labor costs 2 6.1% 3 6.8% 2 4.7% 3 4.2% 7 8.5%
Labor problems 4 12.1% 1 2.3% 3 7.0% 8 11.3% 11 13.4%
Underdeveloped local supporting industries 7 21.2% 10 22.7% 9 20.9% 20 28.2% 20 24.4%
Sense of instability regarding currency and/or costs 9 27.3% 10 22.7% 12 27.9% 5 7.0% 9 11.0%
Underdeveloped infrastructure 20 60.6% 17 38.6% 18 41.9% 33 46.5% 27 32.9%
Lack of information on the country 6 18.2% 8 18.2% 8 18.6% 27 38.0% 25 30.5%

2005 2006 2007 2008
Co’:::)‘acr)lfies Ratio Co':lni;a%fies Ratio Co'\rfp.a%fies Ratio Co'\r:%acr)wfies Ratio
94 100.0% 127 100.0% 142 100.0% 144 100.0%

Underdeveloped legal system 37 39.4% 39 30.7% 49 34.5% 30 20.8%

Execution of legal system unclear 35 37.2% 42 33.1% 49 34.5% 33 22.9%

Execution of tax system unclear 14 14.9% 22 17.3% 21 14.8% 19 13.2%

Restrictions on foreign investment 17 18.1% 21 16.5% 17 12.0% 17 11.8%

Complicated/unclear procedures for investment permission 12 12.8% 15 11.8% 20 14.1% 21 14.6%

Difficult to secure technical/engineering staff 23 18.1% 39 27.5% 32 22.2%

Difficult to secure management-level staff 18 19.1% 39 30.7% 56 39.4% 46 31.9%

Rising labor costs 10 10.6% 22 17.3% 27 19.0% 35 24.3%

Labor problems 5 5.3% 13 10.2% 14 9.9% 23 16.0%

Underdeveloped local supporting industries 26 27.7% 26 20.5% 50 35.2% 31 21.5%

Sense of instability regarding currency and/or costs 4 4.3% 8 6.3% 9 6.3% 17 11.8%

Underdeveloped infrastructure 48 51.1% 63 49.6% 68 47.9% 62 43.1%

Lack of information on the country 26 27.7% 29 22.8% 22 15.5% 21 14.6%




Textiles)

Countries/Regions for Strengthening Businesses (Foodstuffs

No. of Companies to Strengthen/Expand Operations

No. of Companies to Strengthen/Expand Operations

(FY2008: Foodstuffs)

(FY2008: Textiles)

Companies

Companies

Africa

Middle East

Russia

Rest of Europe, CIS
Central & Eastern Europe
EUS

Rest of Latin America
Brazil

Mexico

North America

Rest of Asia and Oceania
Vietnam
India
Inland
Southern
Eastern
Northern

China

Northeastern
Philippines
Malaysia
Indonesia
Thailand
Singapore
Hong Kong
Taiwan
Korea

20

18

15

15

15

12

10
5

11

0

Hjuin
-1 -1
-4 3

-1

[Te)

Africa
Middle East
Russia

Rest of Europe, CIS
Central & Eastern Europe
EUY

Rest of Latin America
Brazil

Mexico

North America

Rest of Asia and Oceania
Vietnam
India
Inland
Southern
Eastern
Northern

China

Northeastern
Philippines
Malaysia
Indonesia
Thailand
Singapore
Hong Kong
Taiwan
Korea

20

15

-5



Countries/Regions for Strengthening Businesses (Electrical equipment & electronics)

No. of Companies to Strengthen/Expand Operations

(FY2007: Electrical equipment/electronics)

No. of Companies to Strengthen/Expand Operations

(FY2008: Electrical equipment/electronics)

O FY2007 Survey results
O Change since FY2006

Legend

B FY2008 Survey results
o Change since FY2007
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