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Abstract

Primarily focusing on Japan’s direct investment in China,
this paper, from the perspective of multinational direct invest-
ment theory and industry competition and by analyzing the ca-
ses and the data of Japan and China, discloses the features
and reasons of Japan’s direct investment in China in invest-
ment strategy, industry structure work division, technology
transferring, the operation and withdrawal of enterprises.

In author’s view, Japan’s direct investment in China has
close relationship with China’ s policy tendency and Japan’s
domestic industry restructuring, besides, China’ s resource
condition and Japan’s domestic condition have accelerated Ja-
pan’s industry transferring to abroad. The motive of Japan’s
investment in China has transformed from the traditional “ex-
port-oriented” or “production factors oriented” to “production
and market oriented”, with the characteristic of all-rounded in-
vestment in R&D, production and local sales, an increasing
number of Japanese enterprises have become more invoived in
the competition in Chinese market. With the upgrading of Chi-

na’s industrial structure and improvement of technology, the
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harsh competition in China forced Japan to abandon its former
investment mode of China’s “marginal industry”, to gain the
competitive industry. Japan’s investment in China has gradu-
ally become capita-technology intensive industry from labor in-
tensive industry.

The author believes, with the enforcement of Japan’s lo-
calization strategy, technology has become a powerful weapon
in the competition in Chinese market. With the increase of ad-
vanced industries investment in China and China’ s introduction
of marketing instead of technology strategy, Japanese enter-
prises enhances the technology transformation through equip-
ment investment, establishing research and development de-
partments within industry, the flowing of human resource,
chain mode of technology change and setting up independent
research center, etc, presenting the tendency of marginal
technology to core technology.

Over the past 20 years, the production of Chinese industry
has expanded rapidly and the competitiveness has proved dra-
matically. However, the Chinese industry and Japanese indus-
try are complimentary with each other. China boasts its com-
petitiveness in. agriculture, mining and fiber industry, which are
based on the resource background and labor-intensive indus-
try, while Japan takes the advantage in the field of chemistry,
equipment, iron and steel industry. The work distribution of
Japanese industry with international competitiveness lies in the
parts and material development and the sales and service sec-

tor, while China is involved in the machining process with low
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added value. Therefore, both countries have formed two kinds
of complimentary relations: (1) the complimentary relation be-
tween the small parts and finished product in process distribu-
tion; (2) the complimentary relation on the basis of added val-
ue. Chinese industry is no threat to Japan and Japan’s invest-
ment in China is not the direct reason for Japan’s domestic in-
dustry’ s setback.

In 1990s, China turned to be the mutually complementary
and beneficial partner of Japan while it used to be production
base of Japan in 1980s. Japan started to adopt stock-sales,
capital, and human resources domestic strategy, promoting
the command of cost and the construction of marketing net-
work. Since 1990s, Japan has gained remarkable profits in the
investment in China, the amount of which not only higher than
Japan’ s domestic industry, but also exceeds other foreign in-
vestors in China. Among them, domestic sales industry’ s
profits are higher than exported mode industry. Favorable prof-
its make the withdrawal of Japanese investment in China re-
mains low rate. The average percentage of Japan’ s invest-
ment withdrawal from China ( including Hong Kong and
Macau) is 20.42% , not only lower than average level of Ja-
pan’s overseas investment of 31.9%, but also lower than A-
sia’ s average of 23.31%. The reasons behind foreign invest-
ment withdrawal, apart from the improvement of Chinese in-
dustry’s competitiveness and severity of market competition,
go to other variable complex elements including industry’ s in-

ternal factors. Japan’ s investment in food and fiber industry
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remains high withdrawal rate, while the withdrawal of invest-
ment in electric machinery and equipment remains low. The
withdrawal of the enterprises has close relationship with the
duration of their operation.

This paper tries to be creative in the following aspects of
analysis methods, theory exploration and application value:
(1) The development of foreign investment has been divided
into four periods with the analysis of the characteristics of Ja-
pan’s direct investment in China in the past 20 years. This pa-
per clearly holds the historical changes of Japan’ s direct in-
vestment in China and the formation of those characteristics.
(2) Compares the investment between Japan in other coun-
tries and in China. (3) Explains the relations among the re-
structuring of Japanese industries, investment transferring in
China and the improvement of Chinese industry competition.
(4) The author thinks Kojima theory is no longer fit for the cur-
rent Japan’s direct investment in China. (5) Conducts the re-
search on Japan’ s industry management condition from the
perspective of management studies. (6) Explores the with-
drawal phenomenon that the current research seldom presents
and analyzes the withdrawal theory, (7) Make valuable sug-
gestions on how to assimilate more Japanese investment and

how to solve the current issues with far-reaching ideas.

Keywords: Japan’s direct investment in China; industry
transferring; technology transferring ; operation performance ;
withdrawal
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