JETRO

Japan External Trade Organization

JETRO's Role
N
Accelerating Japanese FDI

November 17t, 2015

Ichiro Abe

Special Advisor to Minister’s Secretariat, METI
Director of JETRO New Delhi




What is JETRO ? lﬂ

For contact information please visit http://www.jetro.go.jp/en/jetro/worldwide

76 overseas offices in

.= / o=
s or Helsinkl .
f SN Umm, 958 5 ; countries
i:m X\\\\ l | [ -—s:ap?tv:rsbum
€ - —Mo$ o

,——Vnerna
\ < /—Budapest

Reorga lizec 42 domestlc offlces

| —
1 600 employees

alumpur /' »
singapore / y Lma —

\s@

Jakarla

Instltute of Developing Economies =330

\u kland b —Buenos A

Copyright @2015 JETRO, All rights reserved 24 én &} 2



JETRO Network in India —

New Delhi

Ahmedabad 7 201,2" Floor, Naman Corporate Link,Plot No.

[ C31&C32, G Block, Bandra Kurla, Comlpex Bandra
(E), Mumbai 400051

Tel 022-4201-0900 Fax 022-2204-8507
INB@jetro.go.jp
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Nandanam, Chennai 600035

Chennai Tel 044-3927-0100 Fax 044-3927-0190
A® 4| INC@jetro.go.jp
Y

+ '
|

. %

'_'"' '-.'V
B

3 10" Floor, Tower B, Millenia Towers, Ulsoor Lake,
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Current status of Japanese FDI to India

Year Total Mauritius Singapore U.K. Netherlands Japan US.A. Cyprus Germany
2004 172,665.2 46,162.1 2,855.0 6,585.4 22,779.3 5,337.4 29,791.7 166.3 7,274.9
2005 192,990.9 94,078.3 14,169.0 9,578.1 5,277.4 7,449.6 20,700.4 3,066.7 3,683.1
2006 503,572.5 222,207.5 28,5320 78,247.3 22,457.3 5,229.2 33,203.8 2,570.0 13,972.5
2007 797,355.6 319,437.1 58,306.1 19,671.0 27,8945 27,751.6 36,383.7 22,043.2 14,155.0
2008 1,397,254.7 598,586.5 157,758.6 70,085.4 42,813.5 16,976.3 75,419.8 58,250.2 33,288.6
2009 1,309,798.5 560,128.9 148,262.4 22,594.2 40,056.6 60,943.2 98,730.6 77,691.4 28,8128
2010 960,149.6 329,400.0 96,757.8 34,243.6 52,061.1 58,578.6 64,824.0 42,099.0 9,034.6
2011 1,273,623.3 437,791.7 195,969.7 | 128,557.3 58,889.1 143,486.1 47,1278 61,530.8 67,162.8
2012 1,2159144 491,418.8 152,421.8 43,718.8 89,526.7 103,644.2 33,832.9 50,102.3 38,830.6
2013 1,294,824.8 331,290.5 222,116.3 | 224,990.9 125,318.1 82,3442 44,781.8 27,986.7 56,702.6
2014 1,891,071.3 551,719.7 413,501.4 87,693.7 209,597.9 1275183 | 111,496.5 | 36,340.0 69,040.1
10year Total 3,982,222.1 | 1,490,650.1 | 725,965.5 | 696,671.3 | 639,258.7 | 596,292.9 | 381,846.7 | 341,957.6
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1,209 Japanese firms with 3,961 business bases |
as on October 2014

Jammu & Kashmir 0(15)

Himachal Pradesh 0(18)
Chandigarh 0(8)
Punjab 4(63) Uttarakhand 0(36)
Haryana 274(399) o Uttar Pradesh 40(247) Sikkim 0(2)
Delhil36(272) : :
ay Bihar 0(64) Arunachal Pradesh 0(1)
Rajasthan 34(137)
L. Assam 0(44)

Meghalaya 0(2)

Gujarat 26(220) \\

Daman & Diu 0(4)

Mizoram 0(1)

Tripura 0(6)

Madhya Pradesh 4(102)

West Bengal 18(172)

Maharashtra 207(637) Jharkhand 3(57)
Goa 2(21) Y Odisha 0(47)
Karnataka 182(395) . Chhattisgarh 0(24)
Kerala 19(125) Puducherry 0(8) Andhra Pradesh / Telangana 35(257)

Tamil Nadu 225(577)
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51% companies from manuf. sector in India a/l

Purpose of Survey (Firms, %)
To understand the current business activities of Firms Firms responding Category Valid
Japanese-affiliated companies operating in Asia surveyed : Non- responses
and Oceania and to disseminate those findings Valid (%)  Manufacturing o faciuring
widely.

. . Total 10,078 4,767 100.0 2,522 2,245 47.3

Surveyed Countries/Regions Northeast Asia 2263 1559  32.7 824 735 689
Japanese-affiliated companies (with direct and China 1412 976 20.5 616 360 69.1
indirect Japanese investment of 10% or greater) Hong Kong/Macau 325 246 5.2 48 198 75.7
operating in a total of 20 countries/regions in South Korea 259 231 4.8 104 127 89.2
northeast Asia (5), ASEAN countries (9), Taiwan 267 106 2.2 56 50 39.7
southwest Asia (4), and Oceania (2).

: ASEAN 6,455 2,427 50.9 1,341 1,086 37.6

Survey Period Thailand 1,696 648 13.6 377 271 38.2

October 10 to November 14, 2014 Indonesia 982 467 9.8 292 175 47.6

Vietnam 720 458 9.6 286 172 63.6

Response Rate Slngapgre 1,505 318 6.7 57 261 211

Malaysia 982 292 6.1 202 90 29.7

Of a total of 10,078 surveys sent out, we received Philippines 238 140 2.9 92 48 58.8

valid responses from 4,767 firms (47.3%). The Myanmar 127 51 1.1 10 41 40.2
breakdown of respondents by country and region .

is provided in the table to the right. Cambodia 146 40 0.8 19 21 27.4

Laos 59 13 0.3 6 7 22.0

Southwest Asia 887 508 10.7 _ 266 242 57.3f

Notes | . ( S

India 686 422 8.9 216 ) 206 61.5

®The survey hashbeen conducted since 1987, making Bangladesh 93 38 0.8 S = 2‘5’ 13 40.9

this year the 28" version. .
®Since 2007, the survey has included non- Sri Lanka 7 29 0.6 13 16 37.7

manufacturing sectors. Pakistan 31 19 0.4 12 7 61.3
®Numbers in tables are rounded, so they do not
.g%cn(/ag;s EllwlyTt:ib\&/l;r% (\)/\E)gf)é conducted with the assistance Oceania o - - - - o

of the Interchange Association, Japan (IAJ). Australia 320 195 4.1 56 139 60.9

New Zealand 153 78 1.6 35 43 51.0
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Only 19% firms from SME in India

By industry category  (Firms, %) Large vs. Small and Medium-

sized Enterprises (SME) ” Firms by Country/Region (Firms)
Valid (%) . (%)
Large SME
Total 3,112 1,655
Motor vehicles/Motorcycles
Electric machinery 439 9.2
Chemical/Pharmaceutical 341 7.2
Iron/Nonferrous metals/Metals 323 6.8
Food 174 3.7
General machi -
enera’ macninery 171 3.6 Note: The definition of “?mall and medium-sized entserprises" 305 343
. here is based on the definition provided in Japan’s Small and i
Textiles 100 2.1  Medium-sized Enterprise Basic Act. Indonesia 294 173
Precision machinery 76 1.6 Note: Industry category details are as follows: V!emam 240 218
1. Food:Foods, processed agricultural or marine products Slngapore 243 75
Rubber/Leather 53 1.1 2. Textiles : Textiles (yarn, cloth, synthetic fabrics), Malaysia 190 102
apparel, textile products ——
Wood/Pulp 47 1.0 3. Wood/Pulp: Lumber and wood products, paper and Philippines 70 70
= pulp
i(gérllj&;rri:sanufacturmg 345 7.2 4. Chemical/Pharmaceutical : Chemicals and petroleum Myanmar 38 13
products, pharmaceuticals, plastic products A |
5. Iron/Nonferrous metals/Metals:Iron and steel (including Cambodia 20 20
-- cast and forged products), nonferrous metals and Laos 8 5
products, fabricated metal products (including plated — ‘
Wholesale/Retail 1,004 21.1 products) Southwest Asia 393 » T15,
6. General machinery: General machinery (including [
Transport 245 5.1 metal molds and machine tools) 5 ]
P 7. Electric machinery: Electric machinery and electronic In d 1a 341 \ 81‘,
} equipment, electric and electronic parts and components ~
Construction 17y 3.6 8. Motor vehicles/Motorcycles : Motor vehicles and BangladeSh 15 23
Communications/Software 132 28 ?c%tgsr?c/)?il:’ motor vehicle and motorcycle parts and Sri Lanka 19 10
i 9. Precision machinery: Precision instruments, medical Pakistan 18 1
Finance/Insurance 127 2.7 devices
Other non-manufacturing 568 119 1?:6Vr:llggrlltie::IeIRetail: Trading, logistics, and sales Oceania 208 65
industries 11. Finance/Insurance: Banks, insurance companies, Australia 158 37
Note: Wholesale/Retail includes the sales bases of and securities brokers J‘) New Zealand 50 28
manufacturing firms.
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/5% responded firms joined Ind_
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[ | Proflt Breakeven #|Loss Note: Countries/regions for which n for SME >30 m Profit © Breakeven # Loss

063.9% of all firms expect an operating “Profit” for 2014, down 0.7 percentage points (pp) from 64.6% (n = 4,514) in 2013; in contrast, 21.4% of all firms
expect an operating “Loss,” up 0.8 pp from 20.6% in 2013

@By country/region, the proportion of firms expecting an operating profit was highest in Pakistan at 84.2%, followed by Taiwan, South Korea, Australia,
Hong Kong/Macau, and the Philippines at over 70%, respectively.

®In Myanmar, firms expecting an operating “loss” accounted for 68.0%, up 37.2 pp from 30.8% in 2013, as many of them are young firms.

©69.9% of large enterprises expect an operating profit, which is higher than 52.6% of small and medium-sized enterprises (SMEs) by 17.3 pp. The

proportion of positive forecasts was higher among large enterprises than SMEs in all 11 countries/regions with valid responses from more than 30

companies. In particular, the proportion of profitable firms was higher in large enterprises than in SMEs by over 20 pp in Hong Kong/Macau, Malaysia,

Vietnam, China, and Indonesia.
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78% firms will expand business in—

Approach to future business challenges in the next 1 to 2 years‘
(by country/region)

(%)
0 20 40 60 80 100
Total (n=4,731) | B R R e 317°0.8
I India (n=417) ! PO EgeT 0.2
Bahgtadestri=3s) . .
Indonesia (n=465) ! Wf 38104
Vietnam (n=457) ! /PFW3 0.2
Myanmar (n=51) ! e S St — >
Thailand (n=644) ! s W 00.6
Sri Lanka (n=28) ! m { Jﬂ-fﬁ* X
Philippines (n=138) ! R L P2 0.7

Taiwan (n=103)
South Korea (n=231)
Pakistan (n=19)
Singapore (n=316)
China (n=970)
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Malaysia (n=290) ! W G W .f:-f:-’ﬁ 7 9
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Australia (n=194) T WM /ﬁ x 8 8 2.1
New Zealand (n=77) ! me M3 13
HK & Macau (n=241) ! e e G208

= Expansion # Remaining the same Reduction Transferring to a third country/region or withdrawal from current local markets

056.3% of all firms selected “Expansion” as their approach to future business challenges in the next one or two years, marking a decrease
of 3.5 pp from 59.8% in the 2013 survey (n = 4,536). In contrast, 4.5% of all firms selected “Reduction” or “Transferring to a third
country/region or withdrawal from current local markets,” up 0.6 pp from 3.9% in the 2013 survey.

®By country/region, Cambodia marked the highest proportion of “Expansion” at 79.5%, followed by India and Bangladesh at over 70%,
respectively.

®In China, 46.5% of all firms selected “Expansion,” down 7.7 pp from the 2013 survey.
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Problems in doing business in India (1)

Problems common to all regions (top 10, multiple answers, response rate for each country/region,)((y
0

)

Difficulty in local
procurement of raw
materials and parts

Competitors’ market shares
are growing (cost-wise
competition)

Difficulty in quality

Quality of employees control

Wage increase
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(n=241) - 66.0 | | (n=241) | _ 38.2 Philippines (n=91) . 36.3 Malaysia (n=171) . 36.8
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Problems in doing business in India (2)

Problems common to all regions (top 10, multiple answers, response rate for each country/region)

(%)

Complicated customs
clearance procedures

Difficulty in developing in
new clients on market

Increase in
procurement costs

No more room for
cost-cutting

Major clients
requesting lower prices
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Comparison of top 5 problems between China and Indi
—India

manufacturing, multiple answers
---China

Wage increase

0 4
)
Time-consuming

customs procedures 7
/

(g?

# 0

Complicated customs
clearance procedures

Quality of employees

-
-
-

WP

Competitors’ market
shares are growing
(cost-wise competition)

Difficulty in

quality control

Note: The above charts compare the top 5 problems in China and other major countries in Asia.

@ Customs-related problems such as “Time-consuming customs procedures” and “Complicated customs clearance procedures” were

cited more commonly in India than in China.
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Export to sales ratio of Japanese firm

Proportion of export sales to the total sales (by country/region, responses as 0-100%)

(%) = -
10 + 1.0 1%
- 21 67 6 = 45 Yoe 77 88 83

90- 63 I |§|%| el Gl S = GSR LD W e WM e NN i WO GO |
2 e o 2 L4 40 il
ﬁ 2 ) 11 5 150 173 375 36.4 B0 i

R o
25.0 115 1) l (] 20.8 333

70 > 333 332 4, |

f 177 114

+|+| L
Sl

/.4 /
[

81

7.8

34, 3% 35 1(y 35 8% F
,-'.r”

519 IJH"H

L 233 [ 40. 3

Jl 44.5% |2

9.1

L=

17.0 157.7%
53.8% | 54.3% 1
0 (y -— 7
5%

27.0%|27.7%| 29.0%
0L— _-,r:‘=f i
o %8 335
: 26.8

53
1

8.4

‘1 I277I3°3I333I/I
iiiiiill

Pakistan I India l\/lyanmar Eg:gz Indonesia Australia Taiwan Thailand  Total China Ze’\;?; d I\Tach‘u Cambodia Malaysia Bangladesh Sri Lanka Singapore Philippines Vietnam Laos
(n=16) g (n=381) I (n=44) _ (n=421) (n=182) (n=85) (n=597) (n=4,223) (n=863) _ _ (n=32) (n=264) (n=33) (n=18) (n=253) (n=132) (n=406) (n=13)
— (n=209) (n=68)  (n=206)
= 0% == 1~25% 25~50% 1 50~75% 75~100% 100% =@—Average

Domestic sales-oriented Export-orie‘

® The average export-to-local sales ratio of Japanese-affiliated firms exceeded 50% in Laos (57.7%), Vietnam (54.3%), the Philippines
(53.8%), Singapore (52.8%), Sri Lanka (51.8%), and Bangladesh (50.2%). On the other hand, Pakistan (10.3%), India (12.5%),
Myanmar (16.6%), and South Korea (18.7%), with an export ratio below 20%, have a high proportion of domestic sales.

® The proportion of totally export-oriented firms (export ratio: 100%) was high in Laos (46.2%), Cambodia (37.5%), Bangladesh (36.4%),
and Vietnam (32.0%). Meanwhile, totally domestic sales-oriented firms (export ratio: 0%) exceeded 50% in Myanmar (77.3%),

2

26. 5.

Copyright @2015 JETRO, All rights reserved 2841 én 13



Our Challenges

O =Vacant spaces As on 11t August 2014

= RESERVED PLOTS
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Neemrana Japanese Industrial _

in 2006
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Japan Industrial Townships Ia

April 2015, METI Minister Miyazawa and Ms.
Nirmala Sitharaman, Minister of State for
Commerce and Industry, singed the Action
Agenda for “India-Japan Investment and Trade
Promotion and Indo-Pacific Economic
Integration”. The Action Agenda included mutual
approval of the identification of 11 candidate sites
for Japan Industrial Townships and initiation of
the Japan Industrial Township

(1D)Areas between the south border and Krishnapatnam Port, Andhra Pradesh
(2) Tumkur, Karnataka

(3)Ponneri, Tamil Nadu

(4)One Hub Chennai, Tamil Nadu

(5)Sojitz — Motherson, Tamil Nadu

(6)Jhajjar, Haryana

(MSupa, Maharashtra

(®Neemrana, Rajasthan

(9Ghilot, Rajasthan

@9Mandal, Gujarat

(1DIntegrated Industrial Township, Greater Noida Uttar Pradesh
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To increase Japanese investment in mfg. (Suggestionsﬂa

Expected incentives

€ Expand the applicability of incentives provided under SEZ.

€ Relax the SEZ requirement for balance between export and import in five years.

€ Exemption of CST, Entry tax, Stump duty etc. which is belonging State government.
€ Relaxation of ECB for manufacturing company.

Other incentives
@& Power supplier licenses of supplying electricity and setting grids for industrial parks.
€ Uninterrupted supply of power and water.

Common facilities
€ Drainage treatment system, housing and rental factory
€ \Well road connectivity

Rationalization of regulation

€ Environmental assessments under the responsibility of state governments

€ Set standard processing period (1 month) for environment licensing procedure
€ Complete single window under which applicants do not have to come to each
ministry after they file their applications

€ Establish the Project Facilitation Committee.

Labor
€ Prohibit of illegal movement.
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Ideal condition of industrial park m

[Outline of rental factory]

oProviding ready made factory. Quick set up of
equipments and quick start production is
possible.

oSME investor can use for initial production
base.

0320m’ per unit (other size also available)

oUS$2,000/month unit

oCommon service fee US$1,000/month

oLease period 3year (extension is
possible)

olndustrial park provide basic support for
operation like Accounting, Legal procedure
and Recruitment .

oCommon facility like a Meeting room ,
Canteen and Security are substantial
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Ideal condition of industrial park for:“
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Project Facilitation Committee lﬂ

Japanese Raise a issue JETRO State Govt.
Investors coordination

=

Pre arrange

Coordination

Industrial Commissioner (Chairperson)

« Ask the reason of problem
* Instructions on the fly for ] )
the resolution (DExplain about issue
(2)Ask the reason

PFC Meetin =
g [ » Japanese (B EE)

Investors

- Explain current  status - HC |
P> H.Consulate!
e JCCIB

JETRO
KIADB/KUM JETRO Japanese Investors

Confirming a status
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RCEP & Look West

“To go through the process of “import — local 35 ¥
manufacturing — localization — export”, regional 3
economic integration through FTA Is-vital

By electronic company
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Toward manufacturing hub _

Hub for

Simplified -

systems for tax w—
and approval, Make use of
infrastructure geographical

development, advantages in India

— Strengthening
of supply . Look West

@ chains From India to the

west
: _ N
Expanding FDI | ook East

India-Japan RCEP

artnershi
g P P J
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