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This year, we surveyed following topics: “Overseas
Business Performance,” ‘“Medium-Term Business
Prospects,” and “Promising Countries/Regions” as
regular items, and in addition, “Responding to Changing
Supply Chain,” “Initiatives for Business Transformation
and Expansion of New Business,” and “Initiatives for
the Realization of a Sustainable Society” as special
themes. Furthermore, in this year’s survey we sent same
set of questions to the non-manufacturing sector as well.
The following is an overview of some of the most
significant findings in this year’s survey.

2. Overseas Production/Sales Ratio

The actual overseas production ratio' in FY2023 (36.0%)
exceeded the FY2023 estimate (35.8%) at the time of last
year’s survey; the FY2024 estimate is 36.2%, and the
mid-term plan (FY2027) is expected to rise to 37.2%,
with the possibility of a record high level, although growth
will be gradual. In addition, the ratio of overseas sales” in
FY2023 was 40.0%, a record high level against the
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backdrop of the yen’s historic depreciation. (Figure 1)

Note 1: Overseas production ratio = Overseas production / (Domestic
production + Overseas production)

Note 2: Overseas sales ratio = Overseas sales / (Domestic sales + Overseas
sales)

3. Medium-Term Prospects for Businesses
Expansions (Overseas/Domestic)

Regarding the prospects for overseas operations over the
medium-term (approximately the next three years, the same
applies below), 62.0% of all the responding companies said
they will “‘strengthen/expand” their overseas operations this
year, down 5.7 points from the previous year’s survey and
the first negative figure since the COVID 19 pandemic in
2020. The slowdown in global demand growth in China,
ASEAN, and elsewhere, overproduction of EVs and other
products in China, and intensifying competition due to the
growth of local companies, in addition to the impact of
exchange rate levels, are believed to have made many
companies cautious about their overseas expansion.
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Figure 2. Prospects for Medium-Term Overseas Business Expansions (by Industry)
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By industry, the “strengthen/expand” stance in the four
major industries® declined across the board, particularly
in electrical equipment & electronics, down by 12.2
points from the previous year. For automobiles,
“downsize/withdraw” was also high at 7.7%. (Figure 2) It
is believed that the intensifying competition in China and
other countries, partly due to the rising technological
capabilities of local companies, as well as the weak yen
and the sluggish Chinese economy, are affecting the
attitude of manufacturing companies toward their
overseas business development.

Note 3: In this survey, automobiles, chemicals, electrical equipment &
electronics, and general machinery are collectively referred to as
the “four major industries.”

When asked which country/region they would
“strengthen/expand”’ their business in (Figure 3), the U.S.
ranked first, receiving the largest number of votes from
industries including general machinery and chemicals,
backed by the resilience of the domestic economy. Some
said, “Compared to Asia, the economy is stable and the
market base is broad. We will expand our business from
the perspective of local production for local consumption”
(general machinery assembly). In India, while all four
major industries, especially large companies, responded
that they would “strengthen/expand” their businesses, the
number of responses from small and midsize enterprises
was sluggish, indicating that India continues to be a
country with a high degree of difficulty. China was
selected by the third highest percentage of respondents,
and despite the slowdown in the Chinese economy,
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Figure 3. Countries/Regions to Strengthen
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companies that expect to demonstrate superiority in the
Chinese market due to the size of the market responded
that they will “strengthen business operations in China.”
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4. Ranking of Promising Countries
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(38.4%) from the previous year, indicating that while
some companies have decided to expand into India, there
are still those which consider the hurdles to make
investment still too high.

China’s vote share fell 11.0 points from the previous year
to a record low of 17.4%, against a backdrop of a slowing
domestic economy, price competition with local firms,
and step-backs from China in the wake of the protracted
U.S.-China conflict. The drop in the percentage of votes
cast was also characterized this year by a shift of votes to
India, widening the gap between the top and second-place
finishers in the vote share.

Vietnam gained 1.2 points in the vote share to take second
place, following last year’s ranking, due to its relative cost
advantage as an alternative to the Chinese base. While the
U.S. was highly rated for its market size and growth
potential, it lost votes due to concerns about rising labor

Figure 5. Supply Chain Restructuring Status

(1) R&D bases(418)

(2) Manufacturing, sales, and service provision bases(427) [5G

Figure 4. Promising Countries Overseas Business
over the Medium-Term (next 3 years)

costs, etc. As a result of China’s 6th place ranking, the
U.S. moved up to 3rd place in the ranking.

5. Responding to Changing Supply Chain

There is a trend among manufacturing companies to
review their supply chains for reasons of pursuing
economic rationality and reducing geopolitical risks.
Looking at the status of supply chain restructuring by
type of base, a large percentage of companies are
implementing or considering some kind of restructuring
(changing, relocating, consolidating, or diversifying) in
the order of (3) sources of raw materials etc., (2)
manufacturing, sales, and service provision bases, and (1)
R&D bases. (Figure 5)

(3) Raw materials, parts, and manufacturing equipment sources(423) 2983 18.4

(companies)
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Regarding R&D bases, only 25 companies (6.0% of the
responding companies) have restructured their R&D
bases, and most of them are promoting the establishment
of a global R&D structure by diversifying their Japanese
bases to multiple countries such as China, India, and the
U.S.. In the interviews, some respondents said that they
were “diversifying R&D bases to promote localization of
products.” (Figure 6)

Regarding manufacturing and sales bases, 82 companies,
or 19.2% of all responding companies, reported that they
have restructured their manufacturing and sales bases.
The majority of the companies have shifted their
manufacturing and sales bases from Japan, China, and the
U.S.. Of these, Vietnam was the most popular destination
for those companies which were originally based in

Figure 6. Restructuring R&D Bases
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China, followed by Japan, Thailand, India, and other
countries where companies are relocating or consolidating
operations. Against the backdrop of tighter U.S. tariffs
and the rise of local Chinese firms, such moves away
from China were seen especially in the electrical
equipment & electronics industries. India was the most
common destination from Japan, and there was a marked
trend toward diversification into China, Vietnam, the
U.S., and other countries. Some of the reasons behind this
were market development in India (e.g., automobiles) and
response to growing demand in China (medical
equipment). In addition, there were moves to relocate and
consolidate operations in Mexico, Japan, and other
countries, particularly in the automotive industry, by
means to shift the focus from the U.S.. (Figure 7)
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Figure 7. Restructuring Manufacturing and Sales Bases
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Figure 8. Restructuring Sources of Raw Materials, Parts, etc.
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Note: For reconfigurations originating from Japan and China, the destinations with six or more companies responding are listed.

93 companies, or 22.0% of the responding companies,
reported that they have reorganized their procurement of
raw materials, parts, and other items. The majority of the
companies were diversifying their procurement from
Japan and China to India, South Korea, Vietnam, Thailand,
and other countries. Many firms were moving from Japan
to China for the purpose of cost reduction through local
procurement, and from China to India, Japan, and
Vietnam in consideration of geopolitical risks. (Figure 8)

Of these, some of the movements originating from China
were confirmed in the electrical equipment & electronics,
and chemical industries for the sake of
well as those

risk reduction, as

On the other hand, when asked about “sources of raw
materials, etc. that are difficult to substitute,” there was no
change in the order of countries compared to the previous
year, but the response for “China” decreased significantly
by 9.7 points, indicating corporate efforts to diversify
risks. The percentage of companies that responded “No
difficult-to-substitute doubled from the
previous year, indicating that the diversification of

suppliers”

suppliers is progressing. (Figure 9)

However, for companies that chose only “China” as a

difficult-to-replace  procurement source, the most

Figure 9. Sources of Raw Materials, Parts, and Manufacturing Equipment
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common reason given was “cost,” with one company
responding, “Prices in China have been rising in recent
years, but they are still about 20% cheaper than in Japan”
(automotive parts). It should be noted that many
companies continue to believe that China cannot be
ignored from a cost perspective.

6. Initiatives for Business

followed the U.S. and China in M&A. Put aside startups,
the Indian companies have a large presence as business
partners for Japanese firms. Finally, in terms of
collaboration with overseas start-ups, the U.S. stands out,
followed by China and Singapore. With regards to the
U.S., one respondent (electrical equipment & electronics)
said, “In order to realize smart grids, we are collaborating
witha U.S. startup and promoting the use of Al technology

Transformation and
Expansion of New
Businesses

As for initiatives for business transformation
and new business expansion, “strengthen in-
house R&D” was the highest at 64.7%,
followed by domestic collaboration and
overseas collaboration. (Figure 10)

Those working on overseas tie-ups (items
marked with a “ O in the percentage figures
in Figure 10) were: electrical equipment &
electronics (43 responses), general machinery
and chemicals (35 responses), followed by
food (26 responses) and automobiles (22
responses). (Figure 11) While many of the
electrical equipment & electronics and
chemical companies are collaborating in
Europe and the U.S. to acquire technology,
many of the general machinery and food
industries are collaborating in China and
ASEAN from the viewpoint of expanding
sales channels. A comment which stated “In
addition to increased demand for sensing
technology, semiconductors, and data centers,
etc., there is growing momentum for
technological development, and we will
collaborate more and more, both domestically
and internationally,” (electrical equipment &
electronics), indicates a positive attitude
toward external collaboration.

When asked about the countries they would
collaborate with overseas, the U.S. and China
(both 43.3%) gained the most votes as
collaborators for overseas research institutions.
In terms of collaboration with overseas
companies, China and the U.S. were followed
by India and South Korea, while India also
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Figure 10. Initiatives for Change (Overall and by size)
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Figure 12. Countries of Overseas Collaboration (All)
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recycling technology” (chemicals) and “water
(electrical
equipment & electronics) would lead to a

quality management systems”

competitive advantage.

Finally, with regard to human rights issues,
many companies have made concrete efforts to
“foster awareness and understanding” (52.8%)
and “formulate human rights policies” (45.2%).
However, given that 47% of the companies in
the previous 34th Survey have formulated
human rights policies, no progress has been
seen in this area, and there are differences in
efforts among companies depending on the
sizes of the company. (Figure 15)

8. Survey of Non-Manufacturing
Companies ~Promising
Countries Ranking~

This year, in addition to the manufacturing
industry survey conducted in the previous
years, we conducted a new survey of non-
manufacturing companies also. The target
companies were set as “‘companies with three
or more overseas subsidiaries, arranged by
industry, with at least 50% of the top
capitalization size are eligible.” The same
set of questions was sent to 320 companies as
was used for the manufacturing industry, and
105 companies (32.8%

response rate)

responded.

In the ranking of promising countries in the
non-manufacturing sector, India came out on
top with 40.6% of the votes cast. With per
capita GDP exceeding $2,000 and disposable
income beginning to increase, there appears to
be high expectation for the non-manufacturing
sector. Indonesia came in second, backed by
strong domestic demand backed by the largest
population in ASEAN. Some respondents
expressed their expectations, saying, “Among
ASEAN countries, Indonesia is supported by
strong domestic demand, and we have many
inquiries from customers” (Transportation).
The U.S. ranked fourth, backed by a stable
economic environment. In the interview, one
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Figure 14. Background to Interest (overall and by size)
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Figure 15. Efforts to Address Human Rights Issues (by size)
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respondent said, “I feel the economy is doing well,
including in the real estate, semiconductor, and
pharmaceutical sectors” (Transportation). China ranked
11th with 7.2% of the vote. The number of votes from
the service sector, such as wholesale and transportation,
was sluggish, with some respondents saying, “it is not
promising, due to growing concerns about the U.S.-
China relation” (Transportation). (Figure 16)

9. Conclusion

Figure 16. Promising Countries/Regions for Overseas
Business over the Medium-term
(Next three years)
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16 Netherlands 2 2.9
16 Turkey 2 29
16 UK 2 2.9

The author has been involved in the survey on overseas
business operations since FY2022, and it is worth noting
that there have been significant changes in the perspectives
and movements of companies as evidenced by the survey
results in response to the drastic changes in the political
and economic climate in recent years.

First, while India has solidified its top position in the
ranking of promising countries, China’s position has been
declining with each passing year. Nevertheless, this year’s
survey revealed that certain number of companies are
transferring their bases and suppliers to China in order to
reduce costs and respond to the local market, going
against the prevailing discourse. It will be interesting to
see what these companies do in the future in response to
the deteriorating business environment in China from a

geopolitical perspective and intensifying competition
from local companies.

Secondly, with regard to supply chain reviews in light of
this situation, there were not necessarily many cases in
FY2022 that led to concrete corporate actions such as
changes in investment plans, but as the year progressed,
concrete moves such as the reallocation of bases and
suppliers became more apparent.

Thirdly, with regard to sustainability, it is worth noting
that in addition to the mainstreaming of decarbonization-
related initiatives, corporate recognition and initiatives in
new areas, such as the circular economy, are expanding.

However, it should be noted that due to the nature of this
survey, these trends are focused on the manufacturing
industry. This year, we also conducted a new survey for
the non-manufacturing industry, and it is our future task
to devise and deepen our analysis to obtain more
comprehensive results, including the impact of trends in
the manufacturing industry on the non-manufacturing
industry and the existence of linkages among them.

We hope that this report will help readers deepen their
understanding of Japanese companies’ overseas business
operations.
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