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Export of industry goods and real local procurement in overseas production of
Japanese companies
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From 2000 to 2010, Japanese companies had increased the export of industry goods,
such as materials, parts and production machines, at the same time they had expanded
overseas production. Although the overseas subsidiaries of final product manufacturer
such as automakers had tried to increase their local procurement, local suppliers still
import many industry goods from Japan. However these overseas suppliers are recently
trying to procure these industry goods locally.

The cost of these imported industry goods obstructs cost reduction in Japanese
companies. Therefore they need to work on “real local procurement”, which is the
activity to decrease the proportion of materials, parts and production machines
imported from Japan.

FReal local procurement will decrease the added-value ratio of Japan. However the
total amount of added-value in Japan will not decrease, because cost reduction through
real local procurement would bring the increase of overseas sales. The increase of
overseas sales means the increase of export of industry goods which remained in Japan

after reallocal procurement.
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