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Abstract

Purpose - This study aims to seek various plans to maintain
the advancement of the overseas and domestic employment
scenario through a case analysis of the Japanese industry,
which maintains domestic employment while promoting the over-
seas advancement of companies despite having a similar in-
dustrial structure as Korea. The study further intends to derive
insightful implications for Japanese manufacturing companies
and government policies.

Research design, data, and methodology - We selected four
companies from the Japanese manufacturing industry. Being
companies that were successful in increasing the domestic em-
ployment scenario while advancing in overseas markets. We uti-
lized several secondary data sources including Japanese news-
papers and report literature.

Results - Previous studies have shown a negative relationship
between Foreign Direct Investment (FDI) or offshoring and do-
mestic employment. However, our results showed this relation-
ship with respect to the Japanese manufacturing industry as fol-
lows: 1. FDI for developing overseas markets does not de-
crease domestic production. If Japanese companies change their
strategy from exports to overseas production, there will be a
consequent decrease in domestic employment of Multinational
Enterprises (MNEs). However, the local production that plans the
sales expansion of a foreign market does not substitute domes-
tic production. 2. Several case studies illustrate that, as the pro-
duction of final goods is expanded in foreign countries, there is
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a corresponding increase in the export of intermediary goods
from Japan. In this case, if the production process of Japanese
companies is promoted in foreign markets, the amount of ex-
ported material and parts from Japan will consequently increase.
3. It is difficult to consider that the establishment of subsidiary
companies in foreign countries by manufacturing companies for
wholesale, retail, and services decreases domestic employment.
This is because the international development of these in-
dustries needs expatriates, expatriate training organizations, and
research and development (R&D) activities. 4. When there is
overseas demand, the growth of local management activities is
expected to increase the work of the overseas business depart-
ment in the head office in Japan, if competitiveness can be se-
cured for better localization and management speed. 5. The
conversion of the domestic manufacturing industry into high val-
ue-added production is necessary. The relocation of domestic
production to foreign markets decreases domestic employment.
To prevent this, the upgradation of domestic production bases,
including high value-added production, and R&D capability need
to be strengthened. Technology-based companies must develop
new technology, patents, processes, and so forth, which require
extensive human resources for R&D.

Conclusions - Domestic medium-sized companies that are ca-
pable of consistently supplying high value-added products should
be actively encouraged to deploy into and develop overseas
markets. Further, this paper considers the necessity of a guid-
ance policy that provides suggestions for overseas deployment,
by the initiation of the government, to companies that cannot do
so due to the lack of foreign experience or decisions by the
CEO, despite having the relevant capability and technologies to
supply high value-added products.

Keywords: Internationalization, Foreign Direct Investment,
Manufacturing industry, Domestic Labor Market,
Japan.
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JEL Classifications: E24, M21, M54.
1. M2

AZTHEES| TH&al, HESAMI[=ol WE, ZAH=2|e] Al &
HIXtE 0| S&zet 22 =2Y 40| ZME|HNM 22(L2te)
F2 7|YE2 WsAIEe oA S50t IESHE {5 =Xt
A= LMD QICE 2000ACH =HE S0 MMEYIZ|R7L FEIsX|H
A CHZ |0t OfL|2t BAT|YEE IH=0l| LiMD = ==
SAI|IEES WEB7Ig0 His == HEMHE 20| U0 =
Mzt= OlMl &47|%el X|&&0l & AWy S2E 23
SHAM QAR Xt2|&FD QLCH (Yonhap News, 2013). 2L}, 0|2t
Z42 7|9l dietlE a2l & JHE o|F2t7t £l e Aol 7|
o] ZF|ztz Qs ZL| m8o| ZtAO|Ch The Korea Chamber
of Commerce and Industry (2003)= =L§ 2Xt2|7} 1990~2003H
Atolof oF 88RH|7} HASIR =N 18 HAo =8 JIZ M=
2ol 5= O|FezE ENYCL £3], 5= U st=7|¥2 2f 100
7hol YXi2|E HESIH I LXf2| 10THHe] ZABRWE Tt
Men Qotn FFESIHM 7ol ZAztE oigt DL 1-ELHA 0|
Z Q5T WLt O|et o] 7ol =Xt 2 D840 Cf
of =22 QEMEH X|EEL|J=, X2 MEZoME 2=H 3t
O|EZI2to| AUXIZ|7K| ZE A0 Z(offshoring)S St QU0 2=
20{Y0| ZLH O O|X|= FEtK| LHE St U= AHO|CE

2 d7Es o2t 22 EXNF Yt 2|Li2t 7| Y2t o
XN sieilEss Al=HE 27|10 oot =Xzt HiE H ST
IES Sof, Y= M=ol AHstn U= Ao Cisi aEsta
Xt oiCh 9], L27|Yel sieflE0| L0 AFe=2 O|X|
A 2 ALK, 52 3SSAMS e HX|E O|EXHoR df
17| 2lef FLQ(Q] MAXTO| CHsiA D&StD AR KHEYCQ
AIE 2430 3828 FED e 7Y EFS 52Xt
oiC}

I, YRHEI Mol SS2E LI sl MEYQ| sielX
E2 YHSt= EHZ FTG L], 2011EHEEH= HIHE T7(Y
o| s{erIE0| CHst X|@E S ILHHEYel ISSIE I8,
Al7|2e= "Mool F=F7t £QCHs HiES AVHBEE &, 2 d+4e
L27|Ye| sfeTiE0| L0 O/X|= ¥, 20 O CfH
of CHall Y7ol AHE Soff HmHE Ao|H, 0| Sdff sfie
TES ot o=27|Yat 0|2 X[l = =HE U #H £
Aol AAFE S M|SSHRE Bho

2. dENZYO etz HiE A S

2=o| SHAXYEIFDN)E MAHY F7t515, 58722l At
=57t 52 Y2z 20080 =5 = 2010E7HK| SHESH=
ZEMNQCE 2L}, 201143 O|= CHA| S715H7] AlEH E3 =Y
= AT o|F0= F7t £t 2HLh Moz HdEHEH,
19900 SHHFE 2005E7HK| L2l ST e 1
~AZRQA MEO| AERYOL 2|HAT 0|7 LA|XMoZ ZABICHIL
201130 10 AR 2OHE|RAC =, 2=7[Ye| sjTE2
=35 S716t1 s Y=ol

oHE, 227192 RUERE d2aME 20/1 U=, 20114
7|9el =LEH| A= 61.3= QUO|RY=H|, Of2fet +Xl= 2
7V EXt7h Ol O|ROiME 2008(AHE 78.4z=2M)0f H|3{ 20%
Ole gt Z0ICk 20112 ZLYEH|EXIQE 32| % FXKFDI)

T2(179xME Huds B IULHFA S HHYEA};
(FDNE got BFX FH(T79.2EAM)E 20%0] sist= 40| 3f
oz EXtr[d Ct= AS € & ULk ILFEXZL 1990H0) =
7|0 140~150=2 FE=O|AE Zof H|SHH 2011E=H0)= 100
A OlSt ==K BOIN =LUFEX7} o FX0f| H|g| {22
ool stEflEs ¢ & RUCH (Figurel ). Of2fot FAl= 2011
H 0|20 A% O|OfX SiIFA7 ZLHEXIO| o) JtiXez
S7te0| &2 dEolct
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Source: Based on FDI inflow and outflow data from Ministry of
Finance

<Figurel> Foreign Direct Investment in JAPAN, 1991-2011
(Unit: trillion yen)
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Source: Japanese Cabinet Office(2011).

<Figure 2> Trends in the overseas production ratio(manufacturing
industries)
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Kojima (1989)0f 2[5}, ofQXHEAHFD)O|= H|mdith| 2
=2l BluEetH| BIRAO0| Yii=2| Hlu?tHO O
e =79 XN sl RAtet A=l Hlu 2eitelol &
A0 ¢ti=2l Bl LA OIHE= AFAXISH o<
HESAHFDNZE UCE FREe| B2, =2 7|@AE, ditet=,
ditgel 710l 0|9 20olup HjmdiH|o] 220 e FH
0[9{0|2k= O|F2| 0[0| il F{LEYERHFD)= A=
=2 HUcICh o, 2Rt 32 dii=el dibd2 iR,
Bl o] AXIL ZALT| ME0| A=l 31t =2l

2 daof F0|Y2 F[aEA, SHIHEENFD)= A=Y

oA == CHMQQICE Z-ESHCtn FiCt.

D SHQAEYEXRKFDI 7L H R/ 20N EIMEX| EEs H
DHALE RN TRAEKX|Of et nEERAH OX= Iz et
ZICh Ito & Oyama (1985)0f O|stH, Xt=o| H| WU ZO|A Q|
=O| HIRYER HYEXIL FHE|QUCtD StH Xi=o| ¢
T SCi7rASIEt o2 WYRAO| JWMET Y=o FHAE STt
ol A=l AMMutE =Y = oL, R Xt=9| HIR{E
Z0A Q=9 HWES | 2™ EXOF MHECHH Xt=9| W
XA Yolz|n A2 244510 K=ol AN Mut7t X5
= QITHn FHSHD UCE XWX LE27|Y2 7|yt &
H MEIZIKIZC| dite LML selditoz HatsHHA
SEI7HK7} &2 HE2 IUo|A Mitstn OAE =5k ™Eef
2 AMASIRACL F, LE27|Y2 HuIRE0A sHAXPEXL
(FDNE AMasl2ty| WEo| sHAXHEXNFD)L| F7tof 2t =&
Aot nexHAD 5 ZA0| CHph 2dFeke MACHD THob=l
Ch. X|S7X|Q] H2 AZRMME 222l dF AT EXt
(FDNB7t= &2 29|8 S7HAZicte 2M 207t BiCt (BOJ,
2012).

J2{Lt £ OfAloF & MEITAN7t WE £x2 wHsta QU
0, YR ASSRE, B2 WiV|ssES AXIL HZag| A+
JHEHRED)EE SOAMCQ 7|9 slRIEE B7IE|1 ULt K=
7RIS HIWEREEU AL BHQRHEXKFDI) S7t= =L o
CHSE oPek2 =4Ol HWLRE RO A2 =™ EXHFDI)7t
Bt &M =F ZALt WYX AATIEHE YEE FUZEH o
CHoh 2=k OJ& 7ts-40| UALCH (Na, 2010).
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Kim, 2015).
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<Tablel> Effect on Employment of Foreign Direct Investment

ivi L Domestic
Productivity Productivity [T
Y:i;czfti:r? ' | 20% growth | 33% growth | Not Change
elm);?yattc:alt:elgl Not Change | 4.7% growth | 2.9% growth
2;/;?; ||:a|t:)e|r Not Change 4.8% growth 4.2% growth
e?;\);fyal:[c:alt:eél Not Change 6.3% growth 6.9% growth

Source: Hijzen et al. (2007)& ECHE ZA} =t

Ol MZATO| R HNEAT} BEAl IYD8ES
ZAAZICHS 22 oftats ZmE EEstn 9ok

<Table 2> The empirical studies of effect about Foreign Direct

Investment
Research Nation Impact on Own Country
Barba Positive impact on employment and Value
Navaretti Italy added
et France Positive impact on employment and
al.(2009) value-added output
Manufacturing: Negative impact ot positive
Hijzen et France no effect
al.(2011) Service sector: Positive effect on (+)
employment
Castellani No negative effect on employment
et us Technology-intensity improved by
al.(2008) investment for middle east area
Desai et us Positive effect on employment and
al.(2009) Investment
Wagner Germa .
(2011) ny No negative effect on employment
Hizen et -
al.(2007) Japan Positive effect on employment
Edamura Negative effect on employment at
et Japan investment for Asia
al.(2011)
Debaere .
Negative effect on employment at
et Korea investment for developing countries
all(2010) PIng

Source: Ayumu Tanaka (2013).
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28 3~5%™YE TIAZ A2 LIEtGCE F, ST EX}E
Q3|8 182 77|l 217t URUCH=E AO|CE O Huts @
glLiztel YS0M =S U= SHIRYEXKFD)ZE 182 =
QICt FFSH= Aot Ate|l= Zo|Ch

et Higuchi & Matuura (2003)= SHQ|2HEXE(FDNE A
of 7|18 7| 2Es 80| ZASHK|D, 5~6F O X[t =
Ol 1857I8, dARIHKETE, aditde 458 S
SHRIZYEXHFDNE HASHK| 42 7|YELCH =O0HX|D Ut
ZRUCt Tanaka (2012)= 2003EHEE 2005E7HK|2| 7|7H0f SHe]
Y EXHFDNE Ao Y2 MUK 288At0f CHSHAM T[S
7| 2EALLl 7|EE &8t 2 Ch 1 A, sfe AFPEXt
FDI) 7|¢=2 At = 3de| N8ES SiQFXE SFX| A%
AlZ|QF HDsEH HAMOoZ 188 12.6% =7HA|Z| QUCH
A2 Y = A/UCE 1 o= YE MEYS A= o o
=40 ot AFo|ME SiQTIE7|Y0| 35| 18 F7HA
Ct= 3AHE2 MAlsta ULk
Yamashita & Fukao (2010)= 1991HEE 200249 XI2E& 2
HE 8o TlEsHA W Z=9 n&0| oish HE Zol2t=
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{Table 3) Research Companies

Research Company profile Reasons for Effect on
companies pany p going overseas employment
-‘Manufacturing headquarter
Company Y;;e:,f:es;rr]ts offshoring of main| employment :30%
A recision mi?:ro customer growth by new
P business transition
parts
-Pre0|§|on Pioneering
Company stamping 30% growth at
overseas -
B ‘mold R&D organization
. customers
manufacturing
-Processing
Company parts of Expanding foreign| 10% growth by
C automatic demand new business
movement
70% growth at
) . new
Company | -Manufacturing | Request of main business(semicond
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the offshoring of
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