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ABSTRACT

It i's thought that direct investment in East Asia by Japa-
nese companies promotes trade by increasing the host country's
exports, through the importation of mostly Japanese parts which
are assembled and exported. Thus, it is thought to be a natural
hase for strong export production.

However, views on the nature of Japanese direct investment
are changing in the expansion of the East Asian as a regional
market for Japahese goods. Some people now believe that the
primary purpose of direct investment is to increase sales ih the
expanding host country's market.

Concerning which of these divergent views is correct, de-
pends on both the industry and time period examined. For example.,
some firms from the very beginning have aimed at export substitu-
tion through local production and marketing. Therefore, it seems
that it is not appropriate to ignore differences across time
periods and industry types and to uniformly specify the pattern
of direct investment abroad by Japanese companies.

With recognition of this problem, the following points can
be made: ‘

1.) Regarding the reasons for direct investment., one cannot
simply focus on the practicality of cheapness and abundance of
labor. One example is that direct investment has followed the
host country's strategy of import substitution. The other case is
that while the purpose from the beginning has been to bring the
products back to Japan, but investment increases due to expanding

sales to Japanese companies that have made inroads into the local
market.

2 ) Concerning the diversity of investment purposes, there
is also a pattern for product sales destinations: there are large




‘differences among industry .types as to whether the weight of
exports or local sales is higher. Investment in the East Asian
region by Japanese companies has c¢ertainly expanded the region's
expoerts, but this doesn’'t necessarily mean that the intention of
the industries was to export. In fact, a little more than 60% of
the products of Japanese companies that have made inroads into
the local market stay in the host country. |If this includes those
products that are bound for other Asian countries excluding
Japan, this becomes a little more than 70% of all products. This
rate is higher than. the general perception and is different from
the pattern of American industries with high export rates, which
tend to export much more to more distance places (especially the
home country).

3.) Looking at parts procurement, at first, procurement from
Japan was common, but in recent vears procurement from within the
host country or from within the East Asia region has gradually
been increasing, and the increase in intra-regional procurement
is promoting the formation of a intra-regional division of labor.

4.) Regarding investment in East Asia by Japanese companies,
there is a rich variety of individual industry types., and their
characteristics change over time. Because of this, it isn't
suitable to uniformly characterize the specific nature of Japa-
nese company direct investment abroad.

Finally, influences on trade also aren't uniformly advancing
the host country's exports and increasing imports of parts from
Japan: the direction of trade changes depending on the time
period and the industry type examined. ‘




