19/ 06/ 2000
Second wave of nigration key to Japan's survival

Hardev Kaur in Tokyo

JAPAN i s energi ng froma prol onged recession. Its gross domesti c product
(GDP) grew at 2.4 per cent in the January-March 2000 quarter - a 10 per
cent annual growth rate for the three-nonth period and the fastest in four
years.

Wiile the 0.5 per cent growth was a shade | ower than the 0.6 per cent
forecast by the Governnent for the fiscal year to March, it neverthel ess
represents a rebound froma two-year |osing streak. O does it?

The currency and stock markets did not react positively to the GDP
figures. There are other figures and statistics that are said to be acting
as a danper on the stock and currency nmarkets. These i ncl ude unenpl oyment
and sal aries, a contraction in bank | ending and t he unused capacity of
busi nesses.

But even so the positive GDP growth figures in Japan will provide a
boost to econom es of the regi on which are t hensel ves recovering fromthe
crisis of 1997. The world's second | argest economy is an inportant export
mar ket as well as a maj or source of investnent for countries in South-East
Asi a.

Wth strong investnent in the information and tel ecomruni cati ons
sectors, the Japanese econony, according to M Ei suke Sakaki bara, forner
vice minister for international affairs, is set toregister fairly robust
grow h. Japan, he says, can becone t he engi ne of growth for the region

But private consunption in Japanis still weak and this is attributed to
t he outl ook of the Japanese thenselves. Wth the enpl oynent structure
changing and with |ifel ong enpl oynent breaki ng down, consuners are
under st andabl y nore cautious, thus the "anaem c¢" private consunption
figures and declini ng househol d spendi ng fi gures.

Japan, which recovered fromthe devastation of Wirld War Il to become
the worl d's second | argest econorny, has i nherent strengths that can propel
t he economy forward and pull the region along withit.

Japanese conpani es can remain conpetitive and in the forefront of
i nnovation. This, Prime M nister Datuk Seri Dr Mahat hir Mhamad says, can
be achi eved i f Japanese conpani es "migrate" their costly production
facilities to Malaysia. This will enable themto be conpetitive by taking
advant age of the | ower costs as conpared w th Japan

Sakaki bara agrees. He says for Japanese conpani es to conpete gl obally,
it is "absolutely necessary” for themto nmove out. And with technol ogy,

i nformati on and t el ecomuni cati ons combi ned wi th t he conput er managenent
of the manufacturing industry, "we coul d produce very high-quality
manuf act ur ed goods out si de Japan"

The first round of migration was during the 1980s, follow ng the
appreci ation of the yen or "endaka", when many Japanese conpani es noved
their operations to Mal aysia and ot her Sout h- East Asian countries. In
fact, the bul k of production by a nunber of | arge Japanese corporations is
now based of fshore, including in Mlaysia.

I ndeed many of the operations and conpani es that noved abroad have done
very well. The nove was necessitated by, anmong others, the need to remain
conpetitive inthe world market and in the forefront of technol ogy and
i nnovat i on.

A second wave of migration is deened necessary. The yen continues to
strengt hen agai nst the US dol | ar and the euro. The Bank for Internationa
Settlenment (BIS) points out that "fromits lows in 1998 to its highs in



early 2000, the yen has posted an al nost 45 per cent gai n agai nst the
dol lar and a 65 per cent appreciation agai nst the euro". This makes for
nore expensi ve Japanese goods and services, thus rendering it |ess
conpetitive in world markets - and certainly in the US and Europe.

To conpete global |l y, Japanese i ndustries nust take advantage of the
conpetitive environnent of its Asian nei ghbours such as Ml aysi a.

Undoubt edl y the econonic situation in South-East Asia and Japan has
changed si nce the 1980s. Sone conpani es, says Sakaki bara, had wi t hdrawn
fromthe region before the crisis. Inaninterviewinhis officeinthe
Japanese capital, Sakaki bara pointed out that in the [ast two years or so,
intra-regionl trade had i ncreased substantially and now Japanese
busi nessnen are quite keen to i ncrease direct i nvestnent i n Ml aysi a,
ot her South- East Asian countries and even in |India.

The trend for the future is clearly for increased intra- regional trade
and di al ogue which will increase and strengthen the foundati on of the
region. The environnment for a "second wave of migration" of Japanese
i ndustries is set, he contended.

In Mal aysia, the Miltinedia Super Corridor (MSC) provides additiona
i ncentives and an envi ronnent not avail abl e el sewhere. Japanese conpani es
shoul d, and can, take advantage of the incentives provided in the
corridor. It is also possible for investors to operate throughout the
wor |l d using the MSC as their springboard.

The 50kmby 15kmcorridor is alnpst a different country, with different
|l aws, different practices and policies andwith all the facilities and
infrastructure needed for IT. In other places, there may be "one street or
one bui |l di ng" but none so far has been able to set up a corridor of the
size of the MSC and all the advantages that it offers.

What about the argunent that the migration of Japanese industries and
busi nesses woul d mean a "holl owi ng out" of the Japanese econony?

Sakaki bara, al so known as M Yen for his influence on the currency
markets, is not worried. He argued that the mgration of Japanese
industries will infact |ead to the devel opnent and energence of other
hi gh- technol ogy industries and "this is inevitable".

Even unenpl oynment in Japan shoul d not hol d back conpani es fromnovi ng
out to remain conpetitive. M Yen pointed out that the econony is
under goi ng a structural change whi ch al so neans a nmaj or revanp of the
| abour market .

"l don't think they should hesitate to have direct investnment in Asia.
Sure, that may cause some unenpl oynment but that is inevitable," said
Sakaki bara. Hi gh-cost Japanese industries nust migrate to survive and
remai n conpetitive. The nove will pronpt greater innovation and
restructuring of both the Japanese econony and i ndustri es.
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