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Semiconductor Manufacturer Global Ranking

1990 2006
Rank Company Country Sales (USS 1 million) Rank Company Country Sales (US$ 1 million)

1 NEC Senuconductors Japan 4774 1 Intel UsSA 31542
2 Toshiba Semuconductors Japan 4.579 2 Samsung Electronics ROK 19842
3 Intel UsA 4019 3 Texas Instruments USA 12,600
4 Motorola Semiconductors UsA 3.802 4 Toshtba Japan 10.141
5 Hitachi Semiconductors Japan 3,763 5 STMicroelectronics France-Italy 9.854
6 Texas Instruments UsSA 2,738 5 Renesas technology Japan 7.900
7 Fujitsu Senuconductors Japan 2,705 7 Hynix ROK 7 865
8 Mitsubishi Semuconductors Japan 2303 g AMD USA 7506
9 Matsushita Senuconductors Japan 2,037 9 Freescale Semiconductor USA 5.088
10 Philips Senuconductors Netherlands 2022 10 NXP Netherlands 5874
11 National Senuconductors USA 1,602 11 NEC Electronics Japan 5670
12 Samsung Semiconductors ROK 1473 1 Qimonda Germany 5413
13 SG5-Thomson France-Italy 1.362 13 Micron technology USA 5210
14 Sanyo Semiconductors Japan 1462 14 Infineon Technologies Germany 5.119
15 Sharp Senuconductors Japan 1,218 15 Sony Japan 4.852
16 Siemens Senuconductors Germany 1,263 16 Qualcomm USA 4520
17 AMD UsA 1,226 17 Matsushita Electric Japan 4,022
18 Sony Semuconductors Japan 1.196 18 Broadcom USA 3668
19 OKI Semiconductors Japan 981 19 Elpida Memory Tapan 3527
20 Robm Japan 934 20 Sharp Electronics Japan 3341




Integral or Modular

Many Japanese companies in general, such as those in the electronics and drug
industries, have developed and produced goods on the principle of vertically
integrated self-sufficiency. This principle has its merits. namely, it raises the
motivation of engineers who want to build fine products in-house, brings out
the overall strength of the company by fusing company technologies.

An integral type product seeks to enhance total performance by making fine
adjustments among components. The typical example is the automobile: to
make an automobile more comfortable to ride, for example, one must adjust
not only the seats but also make mutual adjustments between the seat and the
springs, tires, body and so on.

A modular type product is created in a production system where pre-designed
components are brought together into a finished product. Personal computers,
DVD players and so on are typical examples; standardized interfaces among
components make them easy to assemble. InaDVD player, for example, LS|
devices play the interface role, while the various structural components are
connected by the LS| devices and are independent of other components.
Because of this, such products are typically easy to outsource.



How Enterprises Describe Their Own Product
Architecture
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Notes: 1. 467 companies responding (of whaich. 15 did not respond to thas questnion).
2 The survey asked each company to select whether their own industry sector 1s 1ntegral type’ orx
“modular type or has elements of both. ™
Source: Survey on Japanese Firms' International Compentiveness and Business Development. May 2007 _
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Innovative Capacity of Japanese Corporations
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Source: JETRO survey on Japanese firms™ mternational competitiveness and business 5

development, March-May, 2007.



Environment,Compared with Five Y ears Ago

Changes in Overseas Business

Rank Industnies reporting Industries reporting Industries reporting no
improvement worsening change
1 General machinery Commmunications Iumber. wood products.
(80.4%0) equipment. electronic furniture. construction
components and devices maternals, paper. pulp
(43.3%) (50.0%0)
2 Automobiles. parts. Textiles and textile Ceramuc. stone and clay
other transport products. apparel products
equipment (21.1%0e) (33.3%)
(71.1%)

3 Textiles and textile Precision parts Drugs. medicines.
products, apparel (20.72%) cosmetics
(68 .4%0) (31.3%0)
4 Chemicals Electrical equipment Petroleum and coal
(68.3%0) (14.3%2%) products, plastic and
rubber products
(27.6%)
5 Ferrous and nonferrous Petroleum and coal Electrical equipment
metals. metal products products. plastic and rubbes (23.8%0)

(66.7%0) products

(13.8%)

Note: The percentages in parentheses are the proportion of replies

Please refer to Fig III -2 for number of respondents.
Source: JETRO survey on Japanese firms’ intermational competitiveness and business development,
March-May. 2007

v companies in each industry




Selling prices declining doe to standardization of

roducts and components
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Developing Country Share of Global Middle Class

(%)
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Indian Households by Income

Middle class
grows from 5%
mn 2005 to 41%
mn 2025

Fig. III-10 Indian households by income
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Source: “ The Bird of Gold: The Rise of India’s Consumer Market”, McKinsey & Company,




Effectiveness of Overseas Outsourcing
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Reasons for not Outsourcing Overseas

Risk of outflow of technology dﬁ% 2
Problems with quality and delivery schedule ﬁ 615
Hard to find a good partner '—?&39'6
Low value added ﬂ 30.8

Difficult to separate off operations for outsourcing :Iqlfg
Communication 1s difficult %’ 141 . )
! N =135 (including 13

Costlv %1 communications
- 54 equipment or electronic

components or devices

Risk of outflow of managenal expertise ;67_7_7 companies)
Other BEs9
L i 1 | I FIIIIITIIIITS TR
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{%0)
B Communications equipment. electronic components and devices O All industries
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Overseas Marketing Orientation from now on

Overseas PR to communicate value of our company's products le J 636
Active employment of local personnel E_l 44.1
Product development for niche markets [ ] s
Product development to suit each countrv's market P l 255
Joint marketing via international alliance ' 19.1
Other 28
No response 2.6
1 1 1 1 1 !
0 10 20 30 40 50 60 70
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Japanese Companies Overseas Profits growing

Sales share by region (¥}

Fiseal s Warld -

Wear -:-c:::p::ngn-'. Domestic Orrerseas Americas | Burope P‘:iLuﬁ:; vt
19008 (593 [100.0 711 280 13 4 6.0 4.9 4.6
19040 (643 (100.0 725 275 12 4 5.4 5.5 4.2
2000 (668) 1000 T1.9 281 12.6 5.2 6.4 3.0
2001 (715) (100.0 6o 7 303 137 55 6.7 4 4
2002 (728) [(100.0 68.0 320 13.7 6.0 7.8 4.6
2003 (738) 1000 a7 321 129 6.1 8.2 4.9
2004 (774) 1000 a7 3 327 122 G 4 38 53
2005 (804) [(100.0 661 339 12.5 6.3 101 5.0
2000 (832) 1000 662 338 12.6 6.9 10.3 4.1
Operating profits share by region (%o}
= Mo. of World

Wear —— Domestic Orrerseas Amesicas | Burope P‘:iLuﬁ:; vt
19008 (593 [100.0 734 26.6 138 4 8 4.4 3.6
19040 (643 [(100.0 750 250 141 21 5.0 37
2000 (668) 1000 ToO 201 10.4 0.7 6.0 3.0
2001 (713} 1000 76.0 240 124 0.6 6.7 4.2
2002 (728) [(100.0 T20 271 13.0 28 72 4.1
2003 (738) 1000 T3.3 26.7 11.1 4.3 7.5 3.7
2004 (774) 1000 T1.8 282 10.9 4.7 2.6 4.0
20035 (804) (1000 708 2072 10.8 47 10.0 3.7
2006 (832) [100.0 T35 26.5 2.1 4.1 23 5.1




Japan’s EPA’s :in effect,signed,being negotiated

Country/Region

Consideration =

Negotiation =

Agreement in Principle, Signed, In Effect

Joint study group,

N egotiations from

In effect

Singapore M arch-Sept. 2000 Jan. 2001 Signed Jan. 2002 November 2002
Japan-M exico joint o .
M exico study group, Sept. Negsgsﬂggz;rom Signed Sept. 2004 In Ef;%CSSA pril
2001-July 2002 )
Intergovernmental . -~
. . Joint study group, Negotiations from . In effect July
M alaysia working grzcz)L:)ps, M ay-July Sept.-Nov. 2003 Jan. 2004 Signed Dec. 2005 2006
Intergovernmental . R -~
S . Joint coordinating Negotiations from .
Philippines working group, Oct. Signed Sept. 2006
2002-July 2003 team, Sept.-Nov. 2003 Feb. 2004
. Joint study group, Jan.-| Negotiations from .
Chile Sept. 2005 Feb. 2006 Signed M arch 2007
Intergovernmental -~
Thailand working group, Sept. JTJELITA—NT;/SKZ'B%?& Negggstlggcs)lrom Signed April 2007
2002-M ay 2003 y-Nov. :
Intergovernmental Negotiations from
Brunei preparatory meetings, gJune 2006 Signed June 2007
Feb.-April 2006
Indonesia Preparatory meeting, |Joint study group, Jan.-| Negotiations from Agreement in
Sept.-Dec. 2003 April, 2005 July 2005 principle Nov. 2006
Intergovernmental Intergovernmental Negotiations from Framework
ASEAN committee, March-Oct. | preparatory meeting, gA ril 2005 agreement M ay 2007
2003 Jan.-Dec. 2004 P 9 Y
ROK Joint study group July N egotiations from
2002-Oct. 2003 Dec. 2003
Intergovernmental -~
. . . Negotiations from
Gulf Cooperation Council preparatory meeting, Sent. 2006
M ay 2006 i
. . llnterlgoverlnmental N egotiations begin
Vietnam joint discussion group, Jan. 2007
Feb.-April 2006 ’
India Joint study group, July| Negotiations begin
2005-June 2006 Jan. 2007
Intergovernmental ) - .
Australia preparatory meeting. Joint study group, Nov.| Negotiations begin

Sept. 2002-July 2003

2005-Dec. 2006

April 2007

Switzerland

Joint governmental
study group, Oct.
2005-Nov. 2006

N egotiations begin
May 2007

Sources: Ministry of Foreign Affairs, Ministry of Economy, Trade and Industry of Japan
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Value of Trade Between FTA Signatoriesin the
Asia-Pacific Reasion
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Intra-regional Trade within Major Regions of
the World

(°%)
1980 1932 1990 1993 1999 2000 2005 2006

RN e

s L;dl;.:::-:i :ofre—e.\:pon:" _ _ _ cj 1 2 2
ASEAN <6 346 348 337 408 389 405 431 427

ASEAN -3 30.2 302 294 376 5.4 373 38.9 384

ASEAN 179 203 18.8 240 238 247 27.2 272

ASEAN = China 164 174 17.0 20.6 20.1 210 213 216

ASEAN = India 174 18.7 18.1 235 234 244 26.9 26.8
ASEAN = Japan 246 206 224 29.1 262 278 276 27.2

Sorth | NAFTA 338  387| 379 431 485 ass| 4s1] w2
Ewope | EU2S 61.3 39.8 67.0 67.4 63.6 66.8 66.4 66.1
EU27 616 39.9 67.1 67.7 69.0 673 67.2 66.9

1 -\5._%..\ C &6 ASEAN couatnies -|‘u, 13:' Chiza, the ROK Azstalia, New Zsaland, 2nd India.

akae of expaorts "::.1_,.‘1. ZAN+S» &s'i.‘" 2 s 2ddsd 5 fomg Kong mads sanstics. Expert
. %0 the ASEAN < 6, 1

N + € countries; t
Spwe. b addision, of ax;
AN = € countmiss. The r2to 3"91;:;4:-"
H ’.‘.l;...z'm for sach calendar wear, and that mat

from cﬁ.';z.’;if.:’t.‘;
som ASEAN =6
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CEPT Tariff Reductions(2007)

Number

[ ooy,

Nz | s the schnzea Lzt IL)

[ee—
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— e faia | % Dusisbls 5 | Oher |y OTFL) | BeefcED)
- ame Wans
Thailand 00.0] 8288 GeE] 4513 44 455 13 ¢ 0 Q
Malyyiia 533 688] o.783] 7717 11 34 3 i
[ndengan 7] 8419 ey I 85.8 =889 33t ¢ 0 e 17
Philippine: 114500 11443 ©08] 11360 ¢38] 5148 Toe] 31X e X 73 0 27 =
Sizmgapore 0 100.0 0 € g 0
Birumai P20 8324 €271 §4=| 78S 0 '
T ——
JASEAN counmies | 62523 62,171 EER #5.1] 473 75.7 1 316 4
Vistmam 10,523 R84 10283 €2 3478 2 o 0 [
Laos 0,69 o72] ssso] 93 g2 5o s3] 873 4% 0 3
486 503 5.6 4698 0 0 181 =
§7.2 5960 83§ L.288) 0 51 27
7. 3 5.0 0 496
ars] 54 517 387 3 s12| 3

et t0 pad ductons
soperanly duslded Tom nnff redurnom: (preparaniens 3
sxcinded Som anff ndecooms (defmse-ralared catmperion
nzal products, foo wiick a fexible approachto

caiculation: :sume that tnif: co all Bams siated for onf eimmaron in S slevwa pricaty weton fo
4. The itazns for whach tirfh axceed % includs 2eces Sor which specifie duries rathar thao ad valerses dutes
3 special x

5 IL incinded Bruned's e sams from B¢ GEL and Malnais, Thaland, and the Plilpeme
=t o Camoboda, Lac POR, Myasesar and Vietnam

Hxecoised Tariff Necsenc lature 2002 {AHTN 2002), excege for Indesowz and Thailasd, for which AHTN

17



AFTA(CEPT) Utilization rates in Thailand
and Malaysia

(%)
Trading partner 1998 | 2000 | 2002 | 2003 | 2004 | 2005 | 2006
Total for Vietnam 08| 53| 128] 303| 333| 383| 424

Thailand and

Malaysia Philippines 93| 109] 182| 249| 206 332| 319
Indonesia sol 105 15.0| 206 27.1| 339| 205
Malaysia 119 127 204] 207 221| 224] 205
Thailand 39| 68 113 13.0] 160| 162] 149
Brunei o1 o1 11 07| os| 13 33
Laos 00 oo ool o9| 31| 28 23
Myanmar 0.0 ool ool o4] o8 06 04
Cambodia oo o1] o1l oo oo o01] o1

Total (exclusive of Singaporex| 56| 84| 137] 18.4] 222 246] 235>
Thaland  |Tgtal (exclusive of Singapore) 74| T[T T=o T G0 2822
Malaysia  |T4¢a] (exclusive of Singapore) 38| 56| 98| 132| 164] 185 154

Note: The CEPT usage rate is value of exports nsing CEPT/total value of exports.
Source: Ministry of International Trade and Industry, Malaysia and Ministry of Conmerce, Thailand
and trade statistics of Thailand and Malaysia.
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FTA Utilization in Thalland and Malaysia

(USS million %4)

Trading partner 2005 ol 1111
Thailland  |Value of exports |[China 614 1.450
usingan FTA | nycoalia 2,122 2,746
India 267 128
ASEAM (exclusive of Smgapore) 4542 5295
Total B 7,944] 9,824
FTA utilization [China o~ 6.7 T
rate Australia ) 67.3 62.6
India f 17.6 18.1
{The 32 Early Harvest iteme only) ||| 790 551
ASEAM (exclusive of Smgapore) "'-h 3000 282
Taotal s 2163 26.7)
Malay=ia Walue of excports [China Tl TS
usingan FTA '3 gF A7 (axclusive of Smzapore) 2731 3.150
Total B 3,005 1.194
FTA utlization |(China 70 g9
Tate ASEAM (exclusive of Singapore) 18.5 18.4
Total B 12.5 14.5
Total Value of exports [China 888 2.495
using an FTA [0 F AN (exclusive of Smzapore) 7.673 8.449
Total __ S.&6H 944
FTA utilization |China ~T 48 10.6
rame ASEAN (exclusive of Smzapore) | 24.6 23.5
Total N 17.2 18,4




Top Five by Value of Trade among the 82 Thailand-
India Early Harvest Categories

(USS oullion %6
Annual average
Category 2003 2004 2005 2006 nghmr.
Exports |Color TVs of 43 os|] 125 / 705
Polycarbonates 11 17l 112 32 77.6
CRTs for TV o] 5 71 R 1601
Air conditioners 9| g 16 2| | 90.4
Epoxy resins 3 5 11 18]\ 801
EH total 66| 146] 338 zes] N\ 527
Total exports 639 o0s| 1519 1813
Tmports  |Gear boxes o] 4 30 o] ¢ 2061
Ferrous and non-metal product; 30| 36 5 1] T
Cocks, valves, etc. 1 2 4 | 843
Anodized alumimum 2 1 6 6| 16.0)
Other polyester 0| 1 2 6| 151.8
EH total 73 70 ag] 101 2001
Total exports g7  1138] 1773 1623 193
Balance of trade 1 239 33 a1
e E—

Note: EH stands for Early Harvest.

Soarce; Thal trade statistics.
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Australian Imports of Automobile from Thailand

USS mulilion
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648
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(US$ million %)

Exports Imports
2003 2006 2003 1006
[ T— o ol all Wolall |  Coatesors T of all U5 of all
=i Value extermal YValue external s Value external Value external
ads irade frade ade
Electrical equipment 7.195 s1| 19360 g 5[Fleetmical 17248|  166| 39014 152
equipment
General machinery 6.360 76l 12636 g 5| ===ral 8203 115 14186 13.0
machimery
Teutiles & textile 3.627 49 7071 5.1|Chemicals 7237 128 13808 135
products
Tron & steel 1,107 g6l 6406 12.3|Mineral fuel 5511 192 7160 g1
Animal, vegembla
Chemicals 2814 51| 6045 9 0|oils ad fars and 1675 192 2813 230
cleavage products
. | e EH (agnculiural ——
Eﬁhiff:f': :,";ur;flf:fd (: 694 g4|  1303] 1073 ficheries se7| 139 1207 194
_ _ _ - |0 ducts) "
Total 30,935 71| 71325 7 4|Total 47.350 115 89,538 113

Motes: 1. EH stands for "Eardy Harvest" (HS01-08).
2_The % of all external trade 15 the ratio of ASEAN exports (or imports) to total world exports (or imports) of items 1n this category.
Source: China Foreign Trade Statisties.

Maor ASEAN Trade Categories with China
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Rules of Originin Maor FTAsIn the Asia-Pacific Region

FIA

Rule: of origin

Value added-

c1tena

ASEAN Free Trade Agreement
(AFTA)

40% or more of cumulative added value
For won and steel products and some other categone:, the
change 1 tanff classificanon entena s apphed

China-ASEAN

40%% or more of cumulanve added value

Singapore-New Zealand

40%% or more of cumulatve added value

Singapore-Australia

A

0% or more of cumulative added value. (For zome categones,
0% or more )

L

Avstralia-New Zealand

A

0%% or more of cuanulative added value

Change in tanff
claszsificatnon
CcIiteria

Japan-Smmgapore

Change in tanff clazsification critena (ar 3-dagat HS level)
But for 264 categories, the choice of a change in tanf¥
classification or 60%: or more of cumulative added value
applhies (to be reduced to 40%: 1n the furaye)

Thkailand-Ausoalia

Change 1n tanff clazznificanon entena (ar 4-digit or 6-digat HS
level)
But for zome categories, a cumulative added value cnterna also

Thailand-MNew Zealand

Change 1n tanff classification entenon (at 3-dizt or 6-azt HS
level)
But for some categories, a cumulative added value critenia also

anniigs-

Singapore-ROK

Change in tanff clazsification entena (at 4-dazit or 6-daz;at HS
level)

But for some categones, a cumulative added value cntena also
applies.

Choice of
crterna

Japan-Malav=ia

Either the 40% or more of cumulative added value enitena or
the change m tanff claznification (at 3-digzit or 6-dazit HS level)

ASEAN-ROK

Either the 40% or more of cumulative added value entena or
the change in tanff clazsification {(at 3-digzit HS level) cnitena

Dual critenia

Thaland-India (only the 82 Early

Harvest items)

Both the 40% or more of cumulative added value criteria and
the change n taniff clazsificatton {(at 6-dizit HS level) cntena
must be met. But for some item: only the change in tanff

clazsification (at 4-digit or 6-dagat HS level) or onlv the added
walue critenia apphes

Sinzapore-Ind:a

Both the 40% or more of cumulanive added value cntena and
the change n tanf¥ clazzificanon (ar 4-digir or 6-digzit HS level)
criteria must be met. For a fairly large number of items,
however. only the change in tanff clazsificanon cnitena 1s
apohed

Mapufactunng
process criteria

China-Hong Kong

The manufacnunng process critena applies in a majonty of
cases. but the change 1n tanff clazsificanon (at 4-digit HS level)
and 30% o1 more added value cnitena are applied to zome
catezories

China-Macao

The manufacturing process critena apphes in a majonty of
cases. but the change 1n tanff clazsification (at 4-digit HS level)
and 30% or more added value cntena are applied to some
categories

Note: The above rules of onzin are those provicad 1t the FLA 10 apply t0 a majartty of categones: there are @Rcepoons. depending on Caegory
Seurce: FTA agrsemenss
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Economic Effectsof FTAS

Fig. II-7 Effects of various FTAs on GDP (tariff elimination and 50% reduction Fig. II-8 Effects of ASEAN+6 FTA on GDP
in NTMIs)

(%) .
Intra ASEAN] ASEAN- | ASEAN- | ASEAN- | ASEAN- | ASEAN- | ASEAN | ASEAN Bipw
(AFTA) | Chma ROK Japan | Austraha India +3 +6 -

All member
countries 0.9 0.7 07 0.5 0.8 0.9 1.0 13] b Do
ASEAN 09 13 1.0 14 1.0 1.0 2.0 fag) WASEAN
Japan - -0.01 - 03 -0.01 . 0.7 1.0
Chma -0.01 04 -0.02 -0.02 -0.01 -0.01 1.5 1.7
ROK -0.01 -0.04 03 -0.02 -0.01 . 1.6 17
India -0.01 -0.03 -0.02 -0.1 -0.02 09 0.1 12
Australn - -0.02 -0.01 -0.04 05 -0.01 -0.1 14
Note Rounded ofbelow rwo decimal places: regard 0 00%: as o influence md indicate as ™-." Shaded boxes indicate FTA member comntnies regions
Sowrce: Estimated from GT AP Taniff ekmmation Tanff el
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Non Tariff Measures in ASEAN Countries

(case)
Number of NThs, by country Mamn examples
Thailand | Malavsia | Indonesia | Smeapore |Phappines| Vietnam
Cantity control 113 123 189 64 a7 22| Non-automatic hcensme on a discretionary basis
measires (foods, electnical equipment. ete.); mport quotas
(ron and steel automobiles. foods, etc ),
prohibitions on mImports (used cars., efc.)
Technical ) i 134 29 a0] 158| Cuality mspections, labelng and specifications
Measures standards, advertisms restrictions
Monopohstic 0 1 13 | 2 2| Monopebstic mmport company system for rice,
measures petroleum ete.
Price control 0 0 0 1 o 34|Prnce regulations on mports (m Vietnam on
measures beverages. glass, etc.), anti-dumpns measures
(I Smzapore. on ron and steel products)
Other L] 4 71 g 0 1| Automatic beensmg measures
Total 141 134 407 102 159 283

HNote: AFPBEC, UMNCTATD etc. hanre comapiled fpures on WT M s mamly from statements made

by each government; TETFAD has sunmmserized mformation published by

the ASEAMN Secretariat The date of the data varies by country, between 2001 to 2003, We count the moobers of T MM s regardless of the level of HS digt m
question. For mstance, 8 messure affectins HS tanff lines (prodwcts) at tono digt level is commted as one whils snother messure affecting products at HS eight digit
level is also counted as one. Thus, that a country is shown ss having a lerge mamber of WT A s in this tsble does not pecessarily mesn that it does have mamy FT s
or that the impact of the WThIs applied is large.

Source: ASEAN Secretariat.
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