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Chart 4: FDI inward and outward stocks, 1990-2012 (USD million) 

 
Source: Own representation based on UNCTAD (2013). 

 

In terms of macroeconomic indicators (suggesting the economic fundamentals) 
and other quantitative indexes, China is better positioned than Japan. By contrast, as 
regards the qualitative indexes, Japan is in most cases still ahead of China (see the 
following table).  

 

Table 1: China and Japan – presentation in terms of 
quantitative and qualitative indicators (the most recent available year) 

Country Population  
(in million 

inhabitants) 

Nominal 
GDP(in 

billion USD) 

GDP/ 
inhabitant 

(USD) 

General gov. net 
lending/ 

Borrowing 
(in % of GDP) 

General 
gov. gross 

debt 
(in % of 
GDP) 

Current 
account 
balance 

(in % of GDP) 

Place in the world 
ierarchy taking into 
account the human 
development index 

and global 
innovation index 

Place in the 
world ierarchy 

taking into 
account the ease 
of doing business 

index  

China 1360,8 9181,4 6.750 -1,9 22,4 2,1 101 / 35 96 

Japan 127,3 4901,5 38.500 -8,4 243,2 0,7 10 / 22 27 

Source: Oehler-Sincai (2014), based on: IMF (2014a and 2014b), UNDP (2013), 
IBRD-The World Bank (2013), Cornell University et al. (2013). 

 
Nevertheless, in 2012, for the first time, residents of China accounted for the 

largest number of patents filed throughout the world. In addition, the Chinese 
Intellectual Property Office (SIPO) accounted for the largest number of applications 
received by any single IP office. Residents of China filed 560,681 patent applications; 
this compared with those filed by residents of Japan (486,070) and residents of the 
US (460,276). Similarly, SIPO received 652,777 applications, compared to 542,815 
for the US Office and 342,796 for the Japan Patent Office (JPO) (WIPO, 2013). 
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International experts consider that research and development (R&D) activities in 
China “are entering a new era” (KPMG, 2013). Although R&D spending as a share 
of GDP is still low in China (under 2%), the R&D amount is rising and in 2011, 
China passed Japan and occupied the second position after the US in the world 
hierarchy in terms of total R&D spending. If it continues the actual increasing trend, 
China might overtake the US in about ten years.  

It should also be noted that foreign value added embodied in gross exports 
(synonymous with participation at global value chains) is almost double in China 
(circa 33%) as compared to Japan (15%) but remains under the level of economies 
such as: Singapore, Taiwan-China, South Korea, and other five ASEAN member 
countries. Nonetheless, one can remark that this share tripled during 1995-2009, 
while for Japan it doubled over the same time frame.  

 

Chart 5: Foreign value added embodied in gross exports (%) 

 
Source: Own representation based on TiVA, OECD-WTO (2013). 

 

As regards the participation at FTAs, both China and Japan, but also other 
Asian countries (for example South Korea and India) were latecomers. They 
concluded their first FTAs in the 2000s. At present, Japan and China are actively 
negotiating the liberalization of trade and investment flows with key partners and are 
part of the RCEP process. Yet China has not started the negotiations for the Trans-
Pacific Partnership, having as promoters US and Japan. 
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4. Concluding remarks: China’s geostrategic expectancy 
The largest Asian economy is looked upon with distrust by some partners. The 

rivalry between Japan and China, rooted in the past and amplified by the latter’s 
“peaceful rise” and also the escalating territorial disputes in the East and South China 
Seas are several of the factors that determine the Asian countries to find alliances to 
counterweight their powerful neighbor. US, by means of their active presence in 
Asia-Pacific and the pursuance of alliances such as TPP, are once again in the right 
place at the right time. 

Thus, China is at a crossroads. A partnership with the US and Japan might be 
excluded, although there is enough place at the negotiating table. Out of the 21 
APEC members plus other countries, only 12 are currently participating at 
negotiations. At another level, EU does not seem interested to liberalize further on a 
bilateral track the trade flows with its rival, China. Besides, the actual geopolitical 
situation between the EU and US, on the one side and Russia on the other side 
remains tensioned. One might conclude that the only viable option for China and 
Russia is their association. Some steps in this direction have already been taken, but 
nonetheless, a decisive move towards a trade alliance is difficult to take and China’s 
geostrategic expectancy might continue.  

China and Japan share the leading roles in the regional integration process, due 
to their networked participation at regional and global value chains and also trade, 
investment and technology flows. At the same time, the “Factory Asia growth 
model” is facing many threats, given the changing global economic landscape and 
consumer tastes, the rising production costs which erodes the traditional advantages 
and the new technologies with a direct impact on the very nature of manufacturing. 
From our point of view, a genuine partnership between China and Japan would be 
one of the most fruitful paths to face up to the global challenges and concurrently to 
invigorate the regional integration up to the stage of the “New Factory Asia”. 
Nevertheless, this is extremely difficult if not impossible to occur, due to their 
common historical background and rivalries.  
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PUBLIC POLICY TO SUPPORT ICT DEVELOPMENT IN JAPAN 

 

Andreea Drăgoi, George Dumitrescu∗ 
 

Abstract 
Japan was the first major non-Western nation that proved able to fully benefit from the 

sustained technological advances that characterized the 20th century. From this point of view, the 
Japanese economy represents a model for many less technologically advanced countries. The Japanese 
people were very creative in searching for new technologies and learning how to use them.  The 
Japanese government has played an important role in promoting continuous innovation. Our paper 
aims to analyze the role of Japanese policies in the field of ICT development. Combining its 
manufacturing and technological prowess with the support for innovation, Japan’s economy is an 
example of an arena in which investing in ICT can lead to a global breakthrough. Investments in 
research and higher education make sure that young Japanese have the skills and the mind-set needed 
to succeed in the era of globalization. Markets don’t easily make these structural transformations by 
themselves. This is the reason why the government support in the field should be mandatory. Our 
analysis will focus also on the Japanese policies regarding public investment in ICT, highlighting to 
what extent these reforms can contribute to a real growth in the field.  

 

Key words: ICT, technological advance, public policy, Abenomics 
 
JEL CLASSIFICATION: F, O, O2, O3, O31 
 

I. Short history of economic development  in Japan 
Developing a thriving information and communication technology (ICT) 

sector is a priority for many developed and emerging countries, since it drives private 
sector productivity and competitiveness, creates employment and spurs innovation. 
Its contribution to economic growth is twofold. First, the ICT sector itself 
contributes to GDP growth. Second, firms, organizations as well as individuals have 
greater opportunities to use ICT productively when local firms are available to 
provide relevant ICT products and services at affordable prices.  

As stated in the literature in the field (Colecchia, Schreyer, 2001) in the XX 
century, economic growth was mainly achieved through increased or improved use 
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of labor and capital or through a rise in multi-factor productivity. However, in 
Japan’s case, a new factor has been driving growth public support for the 
development of information and communication technology (ICT) sector. 

It is common knowledge that ICT is a source of capital services, delivering 
inputs to the production process. ICT also plays a role as an intermediate input to 
capital goods production. While potentially an important source of productivity gains, 
this contribution to output is not separately identified in the present framework. 

Some analysts (Shigeyuki, Hausman, 2013) have emphasized that the Japanese 
economy has gone through a number of stages since the end of the WWII and only 
in the final year of the XX century, public authorities have started to rethink the 
growth strategy through investments in RDI and high technologies. After a recovery 
period during which Japan built its economy back up to the prewar level, a high 
growth period followed which was driven by the heavy chemical industry. Then, after 
the two oil crises, a stable growth period emerged, driven by technology intensive 
industries. In the 1990s, Japan was confronted with a prolonged recession triggered 
by the expansion and contraction of an economic bubble in the latter half of the 
1980s. It is considered that the evidence of prolonged economic demise lies in 
Japan's 50- year-old postwar economic system as well as in an increasing inability to 
respond flexibly to internal and external changes. Upon coming into power in April 
2001, the Koizumi Cabinet has implemented policies covering regulatory reform, public 
company privatization (e.g. postal service privatization) and administrative reform. 

Economic revitalization is being promoted with policies to improve efficiency 
in areas such as labor allocation, fund allocation and research and development. 
Major changes are also taking place in the corporate world as companies strive to 
increase competitiveness by moving away from traditional employment practices 
such as lifetime employment and seniority-based wages. 

Regarding ICT contributions to economic growth, some analysts (UNCTAD, 
2013) have shown that in Japan the role played by ICT in further increasing 
economic development of the country, as a productive sector in itself and, more 
importantly, as a enabler of productive use of information and communication 
technologies, has encouraged policy makers to put in place strategies in order to 
facilitate its development.  

 
II. ICT sector in Japan – current stages, future trends 
From the end of the 20th century to the beginning of the 21st century, a general 

boom of high technologies in the global market has been registered, ICT in particular.  
As stated in the literature in the field (Myoken, 2008) the ICT sector has an 

enormous impact on economic growth in Japan through productivity gains and 
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companies’ efforts in the wide application of high - technologies. The Japanese ICT 
industry structure is unique. Japan can produce a whole range of devices and 
components, from LSI and printed circuit boards, to finished products, such as PCs, 
mobile phones, smart phones, telephone switches, and super computers.  

The Japanese ICT sector has strengths in FTTH (Fibre to the Home), high 
definition image technology, home network, and mobile equipment technology. The 
Japanese competitive advantage is derived from its forte in optics and imaging, 
components for mobile telephones and TV, and advanced visual content. Japan has 
obtained a large share of the world’s ICT market in other areas. For instance, its 
market share for DVD recorders dominates at 69.4%, with 54.1 % in plasma display 
TV, and 74.2% in digital cameras. While the market share of desktop PCs, notebooks 
both remain at low levels, the market share of electronic parts applied to mobile 
telephones, DVD, TV, and digital camera is high. On the other hand, total 
architecture, solution services, business models for global development, IP systems 
are remaining relatively weak areas, in which further investment are necessary. 

Presently, ICT the industry plays an important role in the Japanese economy, 
accounting for 9% (82.7 trillion yen of the total output, which in 2011 totaled 918.6 
trillion yen in 2011), as shown in Graph 1. By comparison, construction represented 
only 5.6% of economic activity (51.2 trillion yen), followed by transportation, at 4.3% 
of economic activity, or 39.4 trillion yen.  

 
Graph 1: Market sizes of major industries in Japan in 2011 
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Source: Minister of Internal Affairs and Communication - Survey on Economic Analyses 

on ICT, 2013 
According to Japan’s Minister of Internal Affairs and Communication, the 

multiplier effect of ICT investment in 2015 may be as high as 1.98 in contrast with 
1.19 for general investment and the ICT industry’s economic spillover effects 
induced 87.6 trillion yen in added value and 7.713 million jobs in 2011. 

As shown in Graph 2, the household penetration rate at the end of 2012 was 
94.5% for cellular phones and personal handy phone systems and 75.8% for personal 
computers. The rate for smart phones included into the total number of cellular 
phones and PHSs stood at 49.5% (up 20.2 percentage points from a year earlier), 
indicating a rapid diffusion. Both the number of Internet users and the Internet 
population penetration rate continued to increase. The number of Internet users at 
the end of 2012 reached 96.52 million, an increase of 0.42 million (0.4%) from the 
end of 2010. The Internet population penetration rate was 79.5% (up 0.4 percentage 
points from the previous year).  Those using personal computers at home to access 
the Internet accounted for 59.5% of total Internet users, the largest portion, followed 
by 42.8% for cellular phones, 34.1% for other personal computers and 31.4% for 
smart phones users at home, becoming the most frequently cited purpose for these 
users, followed by “browsing websites or blogs” (62.6%) and “purchasing and 
trading goods and services” (56.9%) (MIC, 2013).    

 
Graph 2: Household penetration rates for ICT terminals in Japan 

 
Source: Minister of Internal Affairs and Communication – Usage Trend Survey, 2012. 
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According to Japan Electronics and Information Technologies Industries 
Association (JEITA) the proportion of households with Internet access is highest 

globally in the Republic of Korea (97%), followed by New Zealand (87%) and Japan 

(86%) (See Graph 3). In 2014, global domestic production of IT companies is set to 
increase, reflecting an anticipated recovery in the Japanese economy due to the 

continuation of Abenomics, coupled with the promotion of IT investments and 

other spillover effects on equipment for companies. As shown in the Graph 3, 
domestic production should remain strong for products offering high reliability and 

quality, such as display devices (88% manufactured in Japan), server/storage 
equipment (75%), semiconductors (64%), electric measuring instruments (64%), and 

electronic medical equipment (63%), even though domestic production’s share of 

total production is trending downward (JEITA, 2013). 
 

Graph 3: Global Production by Japanese Electronics and IT Companies 

 
Source: JEITA - Production forecasts for the global electronics and information 
technology industries, December 2013. 
 

According to International Telecommunication Union1 (ITU) data, the regional 
digital divide is very pronounced in the Asia and the Pacific region. The region is 
home to some of the IDI’s front runners, including the global number one, the 
Republic of Korea. Other economies with high IDI values, above the global (4.35) 
                                                           
1 ITU (International Telecommunication Union) is the United Nations specialized agency for 
information and communication technologies – ICTs. 
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and the developed-country (6.78) averages, include Hong Kong (China), Australia, 
Japan, Macao (China), Singapore and New Zealand (ITU, 2013). 

Japan has achieved marginal improvements in its ICT infrastructure, which has 
become more affordable, and maintains its competitive advantage in the high 
innovation capacity of local firms. Technology and innovation continue to play a key 
role in making Japan one of the most productive economies worldwide. 

 
Table 1: Japan’s ranking according ICT Development index in 2011 and 2012 
ECONOMY Rank 2012 IDI 2012 Rank 2011 IDI 2011 
KOREA (REP.) 1 8.57 1 8.51 
SWEDEN 2 8.45 2 8.41 
ICELAND 3 8.36 3 8.12 
DENMARK 4 8.35 4 8.18 
FINLAND 5 8.24 5 7.99 
NORWAY 6 8.13 6 7.97 
NETHERLAND 7 8.00 7 7.85 
UNITED 
KINGDOM 

8 7.98 8 7.63 

LUXEMBOURG 9 7.93 9 7.76 
HONG KONG, 
CHINA 

10 7.92 10 7.66 

AUSTRALIA 11 7.90 11 7.54 
JAPAN 12 7.82 12 7.77 
SWITZERLAND 13 7.78 13 7.62 
MACAO, 
CHINA 

14 7.65 14 7.57 

SINGAPORE 15 7.65 15 7.55 
NEW 
ZEELAND 

16 7.61 16 7.31 

UNITED 
STATES 

17 7.53 17 7.35 

FRANCE 18 7.53 18 7.26 
GERMANY 19 7.46 19 7.33 
CANADA 20 7.38 20 7.14 

Source: ITU 2013 
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III. Japan - a successful story regarding public support for technological 

development 
In the literature in the field (Vallance, 2008) some analyst have underlined the 

fact that, in common perception, Japan is a nation whose image is that of high 
technology, robotics and creative media. The rapid development of the ICT sector 
has underpinned Japan’s economic growth for the last few decades.  This evolution 
was possible because, unlike other countries, Japan has started to develop, after 2000, 
public strategies to invest massively in high technologies. 

First Public Strategy regarding ICT development was E-Japan, a strategy 
focused on the improvement of broadband infrastructure such DSL, cable networks 
and fiber optics. E-Japan Strategy proposes to enhance the ICT usage by supporting 
the fields confronted with lack of means and knowledge. E-Japan attached high 
priority to developing infrastructure and making the most effective use of available 
IT resources. E-Japan was giving high priorities to the achievement of a secure and 
wealthy society by using IT and developing human capital, developing science, and 
strengthening industrial competitiveness. With such an aim, the development of a 
strong ICT sector underlined the need for a new system to maintain seamless 
investment from basic research to commercialization. Optics, mobiles, robot, 
electronic appliances were particularly considered key areas for investment. The 
largest amount of public investment was focused on next generation network 
technologies for convenience and comfort, ubiquitous network technologies, creating 
contents and technologies to use information and security technologies to achieve a 
safe and secure IT society. 
 

In 2006, the Ministry of Internal Affairs and Communications of Japan (MIC) 
announced its ‘U-Japan’ strategy with five policy packages: development of 
ubiquitous networks, advanced usage of ICT, upgrading enabling environment, 
international strategy and technology strategy (to promote R&D and standardization 
in priority areas, and to strengthen international competitiveness through innovations). 
To implement the U-Japan strategy, the MIC developed “UNS Strategic Program” 
(Universal communications, New generation networks, and Security and safety 
technology strategies) in July 2006. The program consists of three primary technologies 
and ten specific research projects with the goal of creating a society where anyone 
could benefit from IT, anytime and anywhere. 

Another important strategy in the field of ICT, U-Japan was centered on 
creating ubiquitous networks in which people can receive ICT services without being 
conscious of the networks. The “U-Japan Strategy” focuses on integrating ICT 
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technologies into people's lives and developing a value-creation oriented society in 
which new values emerge one after another through creative ICT usage. Official 
documents (MIC, 2012) regarding U-Japan have shown that the “u” in “U-Japan” 
represents the “u” in not only “ubiquitous,” but also in “universal,” “ user oriented,” 
and “unique.” According to that vision, the fundamental concept of U-Japan is that it 
will “connect everyone and everything”, providing a huge increase in friendly 
communication that transcends generation, distance, and language, enabling people 
friendly "heart-to-heart" contact. U-Japan also proposes to transform society from 
one of uniformity and standardization to one that is creative and vigorous, and which 
strives to achieve more creative business approaches and services, as well as a new 
social system and values. 

Those two Strategies, developed by the Minister of Internal Affairs and 
Communication, have managed to create an ICT environment in which networks are 
integrated into all aspects of everyday life, by organic cooperation between fixed 
networks and wireless networks, and between terminals and networks, or between 
authentication, data exchange and networks. 

 
Figure 1: The national ICT strategies in Japan: From “e” (electronics) to 

“u”(ubiquitous) 

 
Source: Authors conclusions based on literature in the field. 
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incorporated administrative agency that supports national ICT policies by providing 
technological advice and co-operates with academia, industries, and overseas research 
institutes. NICT has been conducting R&D into ICT with the comprehensive 
objective of achieving a ubiquitous network society as it is the sole national research 
institute in the field of ICT. NICT has not merely conducted its own research but 
also support technology-intensive SMEs and promote their commercialization. Since 
2006, NICT started a 5-year, mid-term plan. NICT consolidated ongoing projects 
into three R&D areas: new-generation network technologies, key technologies for 
universal communications and ICT for security and safety. As for new-generation 
technologies, NICT established next generation promotion headquarters regarding 
R&D, technology roadmap and ICT sector social and economic impacts.  

Regarding Japanese public strategies to support ICT development, in the 
literature in the field (Myoken, 2008) the opinion was expressed that they contribute 
decisively to assessing national ongoing projects and selecting significant new 
research areas with experts from private and public sectors. Adding to these efforts 
for improving the method of selecting and concentrating significant research areas, 
noteworthy is the government strategies for promoting commercialization of 
technology and productivity. Through that initiative a special committee was formed 
to analyses the impact of international standardization and intellectual property rights 
on the growth of the ICT sector and to elaborate a measures package addressing the 
particular challenges in the field. 

 
IV. Abenomics – a bold initiative with possible impact on ICT sector? 
Presently, Japan’s strategy regarding economic development can be 

summarized by a single word: Abenomics. Abenomics is the name given to a suite of 
measures introduced by Japanese Prime Minister Shinzo Abe after his December 
2012 re-election to the post he last held since 2007. Abenomics’ aim was to revive 
the sluggish Japanese economy with "three arrows": a massive fiscal stimulus, more 
aggressive monetary easing from the Bank of Japan, and structural reforms to boost 
Japan's competitiveness. 

Regarding the development of the ICT sector, the main focus of Abenomics is 
the development of ubiquitous networks (a priority already expressed in the “U-
Japan Strategy). In the current Abenomics, MIC aims to prepare the seamless access 
environment in every scene, by organic cooperation between fixed networks and 
wireless networks, and between terminals and networks, or between authentication, 
data exchange and networks. An important and little noted component of 
Abenomics, Japan’s information and communications technology (ICT) growth 
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strategy propounded on June 14 2013, ostensibly aims at the evolution of a new 
model of efficient, resilient and green urban and rural infrastructures. Together with 
domestic businesses, Japan’s central agencies, big local governments, and the Abe 
regime’s regulatory and fiscal initiatives, have been working to deploy cutting-edge 
innovation in a swath of smart city initiatives as well as special zones. 

Abenomics also aims to reduce corporate taxes, ease regulations, relax labor 
law and sign free trade agreements to revitalize industries and create new markets for 
IT and other sectors. Some analysts (Mitchel, 2013) have noted that most of 
Abenomics measures are expected to boost the demand for ICT specialists (9000-
11500 new jobs are expected to be created in IT services and software development 
by 2015). Moreover, since Abenomics calls for Japan to raise annual public and 
private expenditures on R&D to 4% of GDP in five years, foreign ICT players, many 
of whom are already in the market, should look for regulatory changes to anticipate 
new business opportunities. 

It also should be noted that through The Growth Strategy aiming to develop 
telecom infrastructure by investing in Photonic Network Technology and network 
virtualization technologies new opportunities will be created for national and 
foreigner investors in the field. 

In 2015, the Japanese government plans to undertake cyber security measures 
for information sharing between business and governmental organizations. During 
the Information Security Policy Conference, held in June 2013, a cyber-security 
strategy was created in order to achieve cyber-security in Japan by building a reliable 
cyber space that ensures national security and the management of crisis contributing 
thus to the social and economic development of the country and to the people’s 
safety and security. 

A recent study (Chakravarti, 2013) found that Japanese businesses are adopting 
cloud computing at the highest rate in the Asia-Pacific region. Using cloud 
technology, Japanese authorities plan to deregulate the health sector. They aim to 
accelerate the usage of ICT in medical care and to create a medical network that 
enables safe recording, storage and viewing of medical and health data. Some analysts 
(Kushida, Murray, Zysman, 2011) have shown that, in the cloud computing field, 
take-up is strongest (36%) among companies with 10,000 employees or more 
because in the economic conditions, cost saving is a major focus for large companies 
and using cloud computing facilitate the reduction of hardware costs. 

By the end of 2014, the Japanese government is expected to formulate policies 
to promote the utilization of big-data technologies to store public information. 
According to MIC statistics, the big data analytics market attained 109.7 billion yen in 
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2012 based on the sales of the businesses. This market is likely to be driven by 
increasing demands from the companies utilizing data for managing and operating 
business, by shipment of new statistics analytics software, and by new emerging 
industry that stems from mass production of sensor data. All these measures will 
attract investments and increase the presence on the Japanese market of some of the 
biggest ICT companies in the world (TCS, Infosys, NEC, Fujitsu and IBM). Also, 
the Japanese government aims to develop research ecosystems within universities by 
funding 1500 full time research positions by 2016. In order to attract skilled 
foreigners, the government plans to create preferential immigration policies. For 
example, the period of stay for attaining permanent residence is expected to be 
reduced from 5 to 3 years. This is expected to attract 100.000 skilled engineers and 
researchers in the country by 2020. Some analysts (Shigeyuki, Hausman, 2013) have 
shown that, although Abenomics can be viewed has a “bold initiative”, it can boost 
ICT development by prioritizing investment in R&D and enhancing the actual use of 
the existing infrastructure.   

 
V. Conclusions 
The Japanese miracle, based on economic development focused on knowledge 

and investment in ICT, led to an unprecedented advance of high technologies 
development. The development of ITC was coherent coordinated by Japanese 
authorities through strategic policies (E-Japan, U-Japan). Through its strategies, the 
Japanese government has succeeded to enhance ICT infrastructure in Japan by 
utilizing experts from industries and academia, by improving competition policy, by 
allocating resources to ICT related, prioritized areas, and by promoting cooperation 
between different industries. Given the government support for developing the ITC 
sector, Japan is now among the leading countries in the field of ITC with high rates 
of connectivity and utilization of computers and smart devices. Japan has a good 
world market share of home appliances and audio-visual equipment, although 
progress can be made regarding PC and related equipment and mobile telephone 
terminals. Also, Japan is a leader technology developer of displays, mobile terminals, 
digital home appliances, sensors, and radio frequency identifications. At the same 
time Japan is lagging in technologies for middleware such as security and 
authentication, and application development such as contents description language. 

In the near future, digital home (and car) appliances will be equipped with 
advanced network functions, which will enable them to exchange data and 
information. This vision is often called Ubiquitous Networks, where everything 
communicates with everything. Since Japan has the world’s leading networked 
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environment in the field, the Japanese manufacturers have a unique advantage to 
develop, design, and test such new products directly in Japan. Therefore, both the 
government and related industries expect that emerging technologies, products and 
services for the ubiquitous network society would drive Japanese economic growth, 
and increase her international competitive power. 
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THE ROLE OF FDI IN REVITALIZING JAPAN’S ECONOMY 

Cristina Bâlgăr, Andreea Drăgoi∗∗∗∗ 
 
Abstract 
After more than a decade-long economic decline that Japan has experienced (the so-called 

“lost decade1” episode), the national government has currently turned to looking at foreign direct 
investment (FDI) as a way to improve potential growth rate and productivity. Consequently, it has 
at present become incontestable what significant value the global capital and FDI can have for the 
performance of Japanese economy, being a catalyst for growth and reform.  

The aim of the present paper is to analyze the trend of FDI inward flows in Japan before 
and during the economic international crisis, highlighting their role in sustaining and promoting 
economic growth.  

Although, during the crisis, FDI flows have declined dramatically in all developed countries, 
showing a steadily drop-off both in Europe and United States, at that time, in Japan, the trend of 
FDI inflows has increased. 

The analysis will focus on the main factors that have contributed to this tendency, pointing out 
the comparative advantages of Japan over the other developed countries (investment-friendly policies of 
the Japanese government, political stability, physical, financial and technological infrastructure, etc.). 
Besides, the article reviews the role of Japanese economy characteristics as determinants of foreign 

direct investment location patterns, underlying the internal macroeconomic factors that stimulate the 
flows of FDI and the linkage between FDI, trade, and other macroeconomic variables. Finally, the 
analysis will emphasize what policy actions the Japanese government may take with the view to 
increase foreign direct investments within the country.   

  
Keywords: FDI flows, economic growth, comparative advantage, macroeconomic 

variables 
 

1. Introduction  
As in the recent years, there has been a significant growth in the observed 

levels of FDI inflows, a variety of views have been expressed concerning the 
importance of attracting FDI for the Japanese economy. Albeit it has been widely 

                                                           
∗ Cristina Bâlgăr is Senior Researcher III with the Institute for World Economy, Romanian 
Academy. anacristinabalgar@gmail.com 
Andreea Drăgoi is Senior Researcher II with the Institute for World Economy, Romanian 
Academy. andre.emanuela@gmail.com 
1 “Lost decade” refers on the economic crisis following the Japanese asset price bubble during the 
1990s. 



The role of FDI in revitalizing japan’s economy 162 

recognized that Japan attracts a disproportionately low level of inward FDI relative 
to other leading advanced nations, there are essentially two arguments for why Japan 
should seek to increase its share of inward FDI. The first is based on the standard 
arguments that inward investment boosts employment, output and productivity 
(Driffield, 2001), while the second is more general, emphasizing the evidence that 
inward investment is an indicator of openness and the opening of an economy is 
beneficial for growth (Baldwin, 2003). 

Accordingly, a substantial body of literature in the field suggests that foreign 
direct investment contributes to capital accumulation and technological progress, 
creating also a positive linkage between foreign and national firms, which, together 
with the capital financing it provides, can have a key role in modernizing a national 
economy and fostering economic development of the host country (Moran et al., 2005). 

The location, distribution and volume of FDI across regions and countries 
depend on a variety of specific factors, among which the most important are:  
recipient country’s openness to trade, national financial system, domestic infrastructure, 
investment in human capital, factor endowment and macroeconomic, political and 
social stability. 

This paper focuses on the macroeconomic determinants of FDI in Japan and 
the linkage between FDI and other macroeconomic variables. Our analysis is based 
on the study of the factors behind the recent movements of FDI into the region in a 
quantitative manner, in the period before and after international economic crisis 
(during 2000-2013). Since inward FDI is a major indicator of an economy’s openness 
and attractiveness, our research will focus on revealing the main determinants that 
have contributed towards this positive evolution of inward FDI, pointing out the 
comparative advantages of Japan over the other developed countries (national 
investment-friendly policies, political stability, technological infrastructure). 

 
2. Global picture of FDI inflows in Japan before and after the Crisis 
The rising prominence of inflows of foreign direct investment into Japan, 

which has traditionally been one of the top regional and global outward investors, is 
a significant element of several overall changes taking place in international capital 
flows. Among these, at one level, the increasing dominance of foreign direct 
investment in international capital flows since the mid-1980s and its trade-linkages 
have led to substantial policy changes and harmonization efforts across the globe at 
the national, regional and multilateral levels, aimed at capturing the expected benefits 
of these trends. In turn, such deregulation and liberalization initiatives are serving to 
establish and reinforce the dominance of FDI across an expanding range of countries 
and in an increasing number of sectors and industries. 
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As it is widely recognized, historically Japan attracted an excessively low level 
of inward FDI comparing with other developed nations (Yoshitomi&Graham, 1996). 
FDI in Japan, which began expanding in the second half of 1990’s (UNCTAD, 2013) 
has gain momentum after the ending of the “lost decade”2, namely, at the beginning 
of the millennium and after a sharp decrement in 2006, it registered a double digit 
historical peak in 2007 and 2008, as evident from following trends. 

 

Graph 1: FDI inflows in Japan during 2000 -2013 (USD billion) 

 
Sources: UNCTAD (2013), UNCTAD (2014) 

 
As shown in the Graph 1, the FDI inflows in Japan rose dramatically starting 

with 2007, than, after a sharp decline in 2009, due to the negative effects of financial 
crisis, for two other successive years it has recorded a net divestment. Beginning with 
2012, the trend turned positive again, though the inflows were relatively small.  
According to preliminary estimations of UNCTAD (2014), in 2013, an upturn in 
M&A sales helped FDI inflows to Japan and they rose by  almost 61% (according to 
the data presented in Table 1), reaching USD 2.8 billion. Albeit Japan’s potential 
appeal is strong comparing with other developed countries, according to the 
illustrated figures, its performance in terms of FDI reception was very weak in the 
years following the economic financial crisis, endorsing the outcome that of late the 

                                                           
2 The “lost decade” refers to the period 1991-2000 when Japanese economy has preformed lowest 
among the major industrialized countries in the world, despite significant efforts made by the 
national government in order to overpass the economic decline. 
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country didn’t fully exploited its foreign investment potential for capital formation 
(UNCTAD 2012).  

Even if they have increased during 2007-2009 (as shown in the Graph 1), 
Japan’s inward FDI as percentage of GDP is still ranking the lowest position among 
other major developed countries (see Graph 2). 

 
Graph 2: FDI inflows as percentage of GDP, during 2008-2012 

 
Source: OECD, 2013 

 

Thus, within traditional “triadic” - consisting of EU, USA and Japan – when 
compared with USA and EU (the main FDI world receptor), Japan share’s in global 
inward FDI - that was on average 1% prior crisis - does look insignificant.  Although 
the FDI to Japan increased in the last two years, its stake in world’s FDI inflows 
declined even further.  

 
Table 1: Comparative share of selected developed economies/region in 

total world FDI inflows during 2007-2013 and their growth rate in 2012-2013 
(-%-) 

Region/ 
Country 

2007 2008 2009 2010 2011 2012 2013 Growth rate 
2012/2013 

EU 42.9 30 29.5 26.9 26.7 19.1 19.6 38.1 
USA 10.8 17 11.8 14 13.7 12.4 10.9 -4.8 
Japan 1.1 1.3 0.9 ...1 ... 1 0.1 0.2 60.7 

Source: Own calculations based on UNCTAD (2013), UNCTAD (2014) data. 
1Note: In 2010 and 2011, Japan experienced negative values of FDI inflows, 
indicating that the value of disinvestment by foreign investors was higher than the 
total capital newly invested in the country in the reported period.  
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As stated in the literature in the field (JETRO, 2013) the rapid rise noticed in 
inward FDI into Japan since 2000 until the negative effects of the global financial 
crisis hit the country can be linked to the following two phenomena occurring 
simultaneously. First, has been the ongoing corporate and financial restructuring in 
Japan as a result of the deregulation and liberalization undertaken by the country, 
following the prolonged recession within the “lost decade”. The second has been the 
increased competition and industrial reorganization occurring at the global level 
across many industries. While Japanese outward investment activities have indeed 
been part of the latter process, the increasing inward FDI into Japan is leading to 
greater integration of domestic firms into this global restructuring process. 

In this regard, Japan should seek to increase its share of FDI inflows, considering 
not only the theories according to which inward investment helps to raise 
employment and productivity, but also taking into account the argument that the 
opening of an economy is a catalyst for growth (Baldwin, 2003) and with a view to 
Japan’s recent stagnation, generated by the economic financial crisis, but also by the 
natural disaster that hit the country in 2011- the earthquake and the devastating 
tsunami that followed (Graph 3). 

 
Graph 3: Japan’s annual growth rate during 2000-2013 (%) 

 
Source:  UNCTAD database (2014). 

 
3. The key determinants of inward FDI in Japan  
As in terms of inward FDI, in the last years on the Japanese market it was 
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may suggests that major motivation to invest there is market seeking, companies 
looking to develop their activities into markets similar to their own, or protect their 
domestic market from foreign competition.  

Considering the dimension of the market and the presence of various 
multinational firms, in Japan there is a great availability of capital resources and 
intangible assets such as technological knowledge and marketing expertise that can be 
useful to establish foreign production to meet consumer demand in the host country. 
Thus, considering the positive relationship establishing between source country size 
and FDI inflows, as it is illustrated by the literature in the field (Kimino at al., 2007), 
Japan presents an enormous comparative advantage.   

Also, considering the fact that presently Japan can provide highly educated 
labor force, since government policy has encouraged constantly education and R&D, 
this could be considered a different comparative advantage for multinationals that 
seek to develop high innovative business.  

Friendly policy measures toward FDI have been developed recently in Japan 
consisting in reforms in the financial, communication and distribution sectors that 
have encouraged foreign investments in those industries. Therefore, in order to 
further promote investment in Japan, a series of measures were undertaken by the 
national government in the last years. Among all these, it is worthy to mention:  

- The establishment (in 1994) of the Japan Investment Council, which consists 
of relevant ministers, being chaired by the prime minister;  

- The repeatedly extension of Import and Inward Investment Promotion Law - 
tax incentives and credit guarantees under this law were enhanced, in addition 
to the upgrading of low-interest loan programs provided by Japan 
Development Bank (JDB) and some service industries were added to the 
scope of designated inward investors to enhance the inward investment 
promotion system;  

- Also, there were some concrete measures for improvement of the climate for 
promotion of mergers and acquisitions (M&As) including improvement in 
the provision of information and improvement of administrative/legal 
procedures, in addition to the support actions for deregulation of the M&A 
market in Japan. Besides, the Japan Regional Development Corporation 
(JRDC) with the Japan Industrial Location Center established began 
providing information on industrial sites in Japan;  

- Many local governments also have begun to offer incentives for companies 
locating in their territories (regardless of whether they are domestic or 
foreign-affiliated companies), such as exemptions and reductions in 
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prefectural and municipal taxes under various regional development laws, and 
independent prefectural and municipal subsidy programs (including subsidies, 
loans, interest supplementation, and other incentives). 

Another input for FDI attraction is represented by the re-examination and 
simplification of Japan’s Company Law, measure that have provided a better access 
for foreign investors. Also the cultural factor of traditional respect for engagements, 
has determined a high security of foreign investments since Japan has never been 
involved in any case of disagreements concerning FDI and, to the present, bilateral 
disagreement have given rise to no expropriation. However, supplementary measures 
may be undertaken by national authorities related to facility lease fee, equipment 
costs and promoted in form of subsidies for initial investment of global companies in 
Japan. The key incentives for direct investment in Japan could be represented by 
technology, brand & expertise existing on national labor market that could be fully 
exploited by companies investing in information communication technologies and 
other knowledge intensive industries. 

Nevertheless, the international economic literature is consistent in terms of 
identifying the major determinants of FDI flows from source countries and how 
these determinants influence FDI into Japan. Based on the above-mentioned 
arguments, it is possible to develop six hypotheses concerning the determinants of 
FDI flows into Japan (as illustrated in Figure 1). 
 

Figure 1: Major macro-economic determinants of FDI inward in Japan 

 
Source: Synthesis of the authors, based on the international economic literature in 
the field.  
 

POSITIVE RELATIONSHIP NEGATIVE RELATIONSHIP 

- The market size of the 

country; 
 

 

- Labour costs and FDI; 

 

 

- Investing climate and FDI. 

- Source country’s exports: as 
Japan is unlikely to be an 
attractive location for 
outsourcing or an export 
platform for the region, trade 
and FDI are substitutes, rather 
than complements; 
- Appreciation of the 

country’s currency and FDI; 

- Cost of borrowing. 
 



The role of FDI in revitalizing japan’s economy 168 

4. Barriers related to FDI inflows in Japan 
According to some recent studies (JETRO, 2013) it should be mentioned the 

fact that there are still some obstacles on the Japanese side, related to the penetration 
of FDI inflows into the national market. These include difficulties in recruiting 
capable staff, the opacity of various legal and administrative procedures and the 
exclusiveness of business practices, all of which require foreign-based transnational 
corporations (TNCs) to have a vast and detailed knowledge of the Japanese market 
and business practices. Thus, the first barrier reflects the rigidity of the labour 
market, the lifetime employment practice, the lack of foreign languages speakers and 
a certain labour shortage in Japan. The second and third obstacles often lead foreign 
affiliates to the belief that they are being discriminated against by the national 
Government and by the domestic firms. Therefore, in order to secure a more 
dynamic growth of FDI inflows and consequentially the Japanese economy, it is of a 
major importance to alleviate all these deficiencies.  

Furthermore, as some analysts have shown (Assaf et al., 1999), through FDI, 
foreign investors gain crucial inside information about the productivity of the firms 
under their control. This fact provides them an informational advantage over 
"uninformed" domestic savers, whose buying of shares in domestic firms does not 
entail control. Taking advantage of this superior information, foreign direct investors 
will tend to retain high-productivity firms under their ownership and control and sell 
low-productivity firms to the uninformed savers. As with other adverse-selection 
problems of this kind, this process may lead to overinvestment by foreign direct 
investors. Excessive leverage can also limit the benefits of FDI. Typically, the 
domestic investment undertaken by FDI establishments is heavily leveraged owing to 
borrowing in the domestic credit market. As a result, the fraction of domestic 
investment actually financed by foreign savings through FDI flows may not be as 
large as it seems (because foreign investors can repatriate funds borrowed in the 
domestic market), and the size of the gains from FDI may be reduced by the 
domestic borrowing done by foreign-owned firms. Recent work has also cast the 
evidence on the stability of FDI in a new light. Though it is true that the machines 
are "bolted down" and, hence, difficult to move out of the host country on short 
notice, financial transactions can sometimes accomplish a reversal of FDI. For 
instance, the foreign subsidiary can borrow against its collateral domestically and 
then lend the money back to the parent company. Likewise, because a significant 
portion of FDI is inter-company debt, the parent company can quickly recall it. 
There are some other cases in which FDI might not be beneficial to the recipient 
country - for instance, when such investment is geared toward serving domestic 
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markets protected by high tariff or non-tariff barriers. Under these circumstances, 
FDI may strengthen lobbying efforts to perpetuate the existing misallocation of 
resources. There could also be a loss of domestic competition arising from foreign 
acquisitions leading to a consolidation of domestic producers, through either 
takeovers or corporate failures. Both economic theory and recent empirical evidence 
suggest that FDI has a beneficial impact on host countries. For Japan there are also 
some other potential risks: FDI can be reversed through financial transactions and a 
high share of FDI in total capital inflows may reflect its institutions' weakness rather 
than their strength. 

 
5. National policy measures to promote FDI 
Although Japan has eliminated most of the formal restrictions related to the 

FDI inflows that were put in place in the 1970s, investors continue to criticize the 
barriers that impede foreign penetration of the market. Restrictive market practices 
such as a closed distribution system, cartel-like behaviors and entrenched arrangements 
that make it difficult for new entrants to compete in terms of product, service and 
price, are frequently mentioned as impediments that are particular to Japan. In order 
to further encourage FDI in Japan, government could offer subsidies covering half 
of the expenses for small firms and a third of the expenses for the medium and large 
ones. Such measures would prevent the domination of very large multinational on 
the market, hence eliminating the risk of capital reversion. Current Abenomics3 
Programm may also contribute on fostering FDI by three essential pillars: monetary 
policy, fiscal policy and measures to increase employment. Shinzo Abe announced 
his return with the memorable phrase: “With the strength of my entire cabinet, I will 

implement bold monetary policy, flexible fiscal policy, and a growth strategy 
that encourages private investment, and with these three policy pillars we will achieve positive 

results”. Thus began Abenomics. 
In terms on monetary policy, measures proposed by the government should 

focus on government spending and a weaker yen, in order to compensate high costs 
of labor force and regulatory barriers. Moreover, Japan's government should 
encourage foreign investments by providing short-term fiscal stimulus necessary to 
make up for the fall in demand while broader structural reforms are still needed. 

 

                                                           
3 Shinzo Abe was first elected as prime minister in the 2006.  His first stint was a short one, ending 
abruptly with his resignation in 2007.  In September 2012 he was re-elected as the president of the 
Liberal Democratic Party (LDP).  In December 2012 LDP aced the Lower House election, 
winning 294 seats out of 480. 
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Figure 2: National Strategy to boost FDI 

 
Source: Own synthesis based on literature in the field. 
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Over much of postwar period, and even through the 1970s and 1980s, inward 

foreign investment was not a priority for Japan, but in the light of the negative 
effects generated by the economic and financial crisis, Japanese authorities had to 
reconsider the potential benefits of inward FDI to boost economic growth. As 
shown in our previous analysis, FDI can play a fundamental role in revitalizing 
economic growth. Like others economy in the region, Japan’s economy depends on 
FDI for a crucial part of its net capital inflows. FDI positive impact is helping to 
create jobs, boost national and regional development and also can contribute 
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has been increased investment from Chinese firms that recognize the value of the 
technologies, brands and expertise held by Japanese firms and is aiming to obtain 
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percent of GDP is still low in Japan, compared with other “powerful economies” as 
USA, Germany and China, various policies and measures will be needed for  
encouraging foreign corporations to invest in Japan. There are some particular 
industries, as for example, low carbon industry that have an important potential in 
attracting FDI (according with national statistics, in 2010, the field of the green-
industry was one of the most active fields in terms of entries made by foreign firms). 
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In order to further encourage such positive trend, Japanese government should 
implement more location-based subsidiary program to encourage industries with 
many revolutionary low-carbon technologies to locate their operation within Japan. 
Furthermore, since Japan’s ICT infrastructure was rated the best among 24 major 
countries and regions, taking into consideration such factors of broadband usage fees 
and speed, more measures two support and encourage new FDI in the field are 
necessary. In our opinion, the Japanese government measures for promoting 
investment should focus on discounts in form of reduction of taxes, guarantees on 
loans and loans with reduced rates.  
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TOURISM INDUSTRY IN ROMANIA AND JAPAN 

– A COMPARATIVE ANALYSIS  
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Abstract 
Tourism has evolved in the last decades from “leisure activity” to “travel and tourism 

industry”, this semantic transformation showing the importance of this sector in the global economy. 
Although there are multiple socio-economic aspects that separate them, both Romania and Japan 
have a remarkable touristic potential and they are included in international touristic circuits as 
destinations to be considered. The purpose of this paper is to evaluate the dimensions of the tourism 
in Romania and in Japan, starting from the premise that, no matter the level of development, of the 
touristic potential or of the national priorities, the tourism acquires an important role in the present 
economy. 

 

Keywords: tourism, Romania, Japan, multiplier, GDP 
 

JEL Classification: L83, O10 
 

1. Introduction  
The direct contribution of the tourism industry to the global economy was last 

year, according to the World Travel & Tourism Council, of 2, 2 billion dollars in the 
gross domestic product (representing an increase of 3,1%) and 101 million jobs. 
Furthermore, the influence generated by this activity has increased the total tourism 
contribution in 2013 (direct + indirect + induced) to 7 thousand million dollars 
(larger by 3% compared to the precedent year), respectively 266 million jobs. The 
fact that one in eleven jobs are related to this industry, as well as 4, 4% from the total 
global investments and 5,4% from the total of exports,  confirms  the strategic 
importance and the socio-economic impact of this sector.  

Regarding the Romanian and Japanese tourism industry at a macroeconomic 
level there can be identified both resemblances and differences: 

- At an absolute level, there are major differences: Romania is the 60th  touristic 
economy in the world (World Travel & Tourism Council, 2014a), while 
Japan is the third world touristic economy in absolute value (World Travel & 
Tourism Council, 2014b): 
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- At a relative level the situation is different: Romania is the 154th world tourist 
economy while Japan is the 123rd of a 184 countries analyzed by the Council. 

- If at the evolution level estimated for this year by the Council, Romania is on 
the 68th place while Japan is on one of the last places (170), the prospects on 
long term are not favorable – for the next 10 years Romania will register only 
the 115th annual increase and Japan is at the end of the top (184). 

 
The purpose of this paper is to evaluate from static, dynamic and comparative 

points of view the tourist industry from Romania and Japan. The specific objectives 
are: determine the impact and the efficiency of the tourism industry in these two 
countries; identifying the position that Romania and Japan have in the international 
touristic flows. The hypotheses we are working with are: the impact of tourism is 
rather small; if Japan is an important world touristic destination, Romania is still on 
an unfavorable position.  

The paper is structured as it follows: literature review, research methodology, 
results and discussion, conclusions.   

 
2. Literature review 
Studies regarding the socio-economic effects held by tourism have represented 

an ever present point in research these last decades. Sadler (1975) was interested in 
the tourism in the developing countries, analyzing the costs and the benefits 
generated by this sector, while Liu et al. (1984) have approached the secondary 
effects generated by the tourism payments on the economy. Rita (2000) argues the 
importance of tourism in the economic growth and in employment, emphasizing on 
the fact that, including the European Union, there isn’t awareness about this sector’s 
benefits. Archer (1982) has kept track of the origins and the evolution of the touristic 
multipliers, their limits but also their importance in accomplishing the politics and 
strategies in tourism. A critical analysis of the tourism multipliers was conducted by 
Dwyer et alt. (2004), proposing alternative methods of measuring the impact of 
tourism on the economy, techniques adjusted to the present economic reality.  

Several authors have approached the theme of tourism as industry that 
generates benefits, on Central and East Europe (Buckley, 1990; Hall, 1998; Baláz, 
1998), respectively Romania (Light& Dumbrăveanu, 1999; Onetiu & Predonu, 2013), 
before and after the fall of communism, or the Asia-Pacific region (Mak & White, 
1992) and Japan (Tokushisa, 1980; Soshiroda, 2005; Arlt, 2006; Lim et al., 2008). 

A complex approach was proposed by Mak & White (1992), who, taking into 
consideration a study from the Asia-Pacific region (Japan, Honk Kong, Taiwan, 
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China, Korea, Singapore, Thailand, Malaysia, Philippine, Indonesia, Australia, New 
Zeeland, the Island States from the Pacific), consider that the development of 
tourism in this area is due to the economic growth and to the governmental policies 
to open the borders for international touristic flow. Tokushisa (1980) brings into 
discussion the concept of “awareness of leisure”, emphasizing the changes in Japan 
and the increasing demand for tourism as far back as 1970’s. Soshiroda (2005) did a 
long term analysis on the touristic development process in Japan, between 1859 and 
2003, highlighting the fact that this sector has contributed to the economic 
revitalization and establishing some collaboration relations at international level. Arlt 
(2006) analyzed the tourism industry in Japan, demonstrating that this country has 
followed the three steps of developing the international touristic destinations: 
“discovery – acquisition – invention”. Starting from the fact that the travel and tourism 
industry is among the most dynamic economic sectors, Lim et alt. (2008) analyzed 
the dynamic relationship between the tourism demand and the real income in Japan.  

Buckley (1990) has evaluate the dimension and the potential of the touristic 
markets from the planned economies in Europe before 1990, comparative with the 
occidental destinations, taking into consideration the arrivals, revenues, gross 
domestic product and exports. Buckley considers that their opening will provide new 
opportunities and will eliminate the major identified constraints: travel restrictions 
and political difficulties, the poor quality of the touristic services, including product 
marketing and promotion. Hall (1998) highlighted a role of the tourism that was 
slightly ignored in the post-socialist restructuration in Central and Eastern Europe. 
Hall considers that the tourism’s development potential in South-East Europe is 
limited by the regional instability. Baláz (1998) confirmed in his paper that after 1989 
the touristic flows towards and from the Central Europe have registered a significant 
increase, including with faraway countries as Japan, the consequences being the 
settlement of these destinations in the international touristic flows and, moreover, 
the integration of regional tourism in the world economy. Light & Dumbrăveanu 
(1999) studied the tourism development in Romania after 1989, considering that, 
although the potential exists, post-communist economic restructuration has weighted 
down this sector. Onetiu & Predonu (2013) analyzed the way in which the tourism 
contributes to the increase of employment in Romania, underlining the role of this 
industry in the business development, in the increase of relationships between 
nations, also in the cultural development, and they concluded that tourism can be a 
catalyst to improve the standard of living, the quality of life and the social welfare.    
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3. Research methodology 
The research included two stages:  
I. Building the database 
II. The empirical analysis of the results, calculating and interpreting the specific 

indicators. 
The database includes the following indicators: 
a. The direct contribution of the travel and tourism industry in gross domestic 

product 
b. The direct contribution of the travel and tourism industry in employment. 
c. The total contribution of travel and tourism in gross domestic product. 
d. The total contribution of travel and tourism industry in employment.  
e. The tourism competitiveness index and 3 sub-indexes.  
f. The revenues from the international tourism and the exports impact. 
g. The expenditures in international tourism and the import impact. 
h. The number of foreign tourist arrivals 
i. The number of resident tourist departures  
 
The sources for the data were: the reports of the World Travel and Tourism 

Council (a, b, c, d), the reports of the World Economic Forum (e) and the World 
Bank database (f, g, h, i) 

The horizon of time for the database is: for a, b, c, d, indexes – 2008, 2009, 
2011, 2013, 2014 (estimation), 2004 (forecast); for the e indexes – 2008, 2009, 2011, 
2013; for the f, g, h, i – 2008, 2009, 2011, 2012. These years were chosen as it 
follows: for the a, b, c, d indexes there were chosen the years with the last final values 
(2013), the forecast for the year in course, the 10 years activity reporting ( 2004, 
2024) in comparison with it and 2007, the year when Romania joined the European 
Union. For the Competitively Index in Tourism and its sub-indexes (e) 2008, 2009, 
2011 and 2013 are the only years that are calculated; for the f, g, h, i indexes the same 
years as for the e index have been chosen, with the difference that instead of 2013, 
for which the World Bank hadn’t publish the data yet, it has been used that data 
from 2012.   

The empirical analysis of the results implied a static and dynamic evaluation for 
each country and comparative evaluation of the indexes:  

A – the direct contribution of the travel and tourism industry to the GDP, the 
direct contribution of the travel and tourism industry to the employment, the total 
contribution of the travel and tourism industry to the GDP, the total contribution of 
the travel and tourism industry to the employment – as absolute value and as impact 
in the economy.  
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B –the tourism competitiveness index and 3 sub-indexes – the index and the 3 
sub-indexes score, the global rank. 

C – the revenues from international tourism and the rate of exports, the 
international tourism expenditures and the rate of imports, the number of foreign 
tourists that have arrived, the number of residents departures. 

Using the statistics from the A category, it was calculated and measured: 

- The tourism multiplier after the formula:   

� =
�����	
���
�	

����
�	
���
�
 

where the total impact is represented by the total impact of the tourism industry on 
the GDP, respectively in employment (total impact = direct + indirect + induced 
impact) and the direct impact  is represented by the direct impact of the tourism 
industry on the GDP,  respectively in employment. As it follows:   
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- Tourism industry efficiency, after the formula: 
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where the impact on the GDP is represented by the tourism industry share on the 
GDP, and the impact on employment is represented by tourism industry share in 
employment. 

Thus:
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Taking into consideration the statistics from the C category, it was calculated 
and evaluated the international tourism cash flow, the difference between the 
number of arrivals and the number of departures, respectively the averages indicators 
– average revenue per tourist and average expenditure per tourist, after the formulas: 

Average	revenue	per	tourist = 	
��*����+

����*��+
 

 

Average	expenditure	per	tourist = 	
�.���������+

���������+
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4. Results and discussion 
The direct contribution of tourism industry in Romania has been over 3 

thousand million dollars in 2013, being in a slow uptrend in the last 10 years, 
evolution that will continue in the following period as well. However, the travel 
industry total contribution, although it was almost 10 thousand million dollars in 
2013, was inferior to that registered in 2007, the year Romania joined the European 
Union. At an absolute level, there isn’t a comparison between Japan and our country, 
the tourism contribution to the economy being far more superior: the direct 
contribution over 100 thousand million dollars in 2013, the total contribution of 
almost 340 thousand of dollars. Being in a slow decline since 2007, the tourism 
industry in Japan will undergo, as per WTTC, significant increase, over 15% in the 
case of the GDP directly generated and over 10% at an absolute level. It has to be 
mentioned that in 2024 in Romania the direct, indirect and induced tourism 
generated GDP is forecasted to be the double of that of 2004, on absolute value. 
Concerning the number of jobs generated by the tourism industry, the trends are 
similar: a decline of the direct and indirect tourism employees in 2013 compared with 
2007, both in Japan and Romania, followed by an absolute increase, according to the 
forecasts for next year and the projections for the next ten years. 
 
Table no 1. The absolute volume of the tourism economic contribution    
 Travel & Tourism 

Direct 
Contribution 

to GDP 
(real 2013 US$ bn) 

Travel & Tourism 
Total Contribution 

to GDP 
(real 2013 US$ bn) 

Travel & 
Tourism Direct 
Contribution to 

Employment 
(thousands) 

Travel & Tourism 
Total 

Contribution to 
Employment 
(thousands) 

 Romania Japan Romania Japan Romania Japan Romania Japan 
2004 2,453 95,442 7,601 301,764 221 1446,1 480,3 4460,8 
2007 2,911 109,423 10,462 343,452 218,8 1537,8 569,8 4745,9 
2013 3,154 108,631 9,907 339,895 212,4 1447,1 500,7 4496,8 
2014 3,27 111,25 10,44 345,079 219,3 1471,1 527,1 4534,3 
2024 4,844 127,895 15,211 381,005 230,8 1557,9 552,9 4660 
Source: realized by the authors following the WTTC statistics, accessed at the link: 
http://wttc.org/research/economic-data-search-tool/Forum 
 
Romania’s touristic competitiveness is reduced, both at a worldwide level (68th place 
last year) and in relation to the Japanese one. It should be pointed out that, in 
contrast to Romania, Japan has increased the competitiveness of tourism, in the 
ranking of 2013 climbing to 14th in the world. 
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Table no. 2. Tourism competitiveness index 
TTCI Romania Japan 

2008 2009 2011 2013 2008 2009 2011 2013 
RANK 69 66 63 68 23 25 22 14 
SCORE 3,88 4,04 4,17 4,04 4,9 4,91 4,94 5,13 
A score 4,29 4,68 4,85 4,61 5,11 5,1 5,24 5,31 
B score 3,55 3,61 3,8 3,67 4,88 4,83 4,72 4,86 
C score 3,79 3,83 3,84 3,85 4,73 4,81 4,86 5,22 

Source: realized by the author following the World Economic Forum statistics, accessed at the link: 

http://www.weforum.org/issues/travel-and-tourism-competitiveness/ttci-platform 

 
The major differences between the two countries and also the progress realized 

by Japan regarding the legislative framework and resources (natural, cultural and 
human) are confirmed also in what concerns the three elements of the touristic 
competitiveness index. Furthermore, although in 2009 and 2011 Romania has 
increased the touristic competitiveness, the World Economic Forum report from last 
year shows a step backwards – the decrease of the global index and position, the 
degradation of the legislative framework, of the business environment and of 
infrastructure. Thus, the negative elements reveled by the index’s values analysis are 
price competitiveness and transport infrastructure and specifically the touristic 
infrastructure and the B sub-index components, respectively the position occupied 
by tourism as a priority.   

 
4.1. Empirical result analysis 
The tourism impact on economy measured both by GDP and by the number 

of jobs is low both in Romania and in Japan. There is indeed a slow increasing trend, 
with few exceptions, for both counties, but the rates of 1,6% (Romania) and 2,2% 
(Japan) for the direct contribution in GDP, respectively 5,1% (Romania) and 6,9% 
(Japan) for the total impact, on one side, and of 2,4% (Romania) and 2,2% (Japan) 
for the direct impact of tourism in employment, respectively 5,7% (Romania) and 
7,1% (Japan) for the total contribution, confirms that at 2013 level the tourism 
industry doesn’t represent an essential industry sector.  

The low impact of travel and tourism industry in Romania and Japan is 
confirmed by the low rates of exports and imports of tourism services. In decline in 
2008-2012, but not a continuous one, the revenues from the international tourism 
had an impact of only 3% on the entire exports in Romania.  Although they had a 
different and oscillatory evolution, Japan’s touristic exports were even smaller than 
that, only 1, 8% in 2012. Regarding the imports, the impact of tourism is a slightly 
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more high in Japan, but it’s on a downtrend, even if in their absolute value, Japanese 
tourist spending across borders have increased between 2008 and 2012. The situation 
is different for Romania: if the impact in the total of imports has maintained to an 
inferior value even to the exports (2,9%), in their absolute value the Romanian 
tourist spending abroad has receded in the analyzed period. 

 
Table no. 3. The relative level of tourism contribution to the economy 

 Travel & Tourism 
Direct 

Contribution to 
GDP (share %) 

Travel & Tourism 
Total 

Contribution to 
GDP (share %) 

Travel & Tourism 
Direct 

Contribution to 
Employment 

(share %) 

Travel & 
Tourism Total 
Contribution to 

Employment 
(share %) 

 Romania Japan Romania Japan Romania Japan Romania Japan 
2004 1,5 2 4,8 6,4 2,6 2,2 5,7 7 
2007 1,5 2,2 5,5 7 2,5 2,3 6,6 7,3 
2013 1,6 2,2 5,1 6,9 2,4 2,2 5,7 7,1 
2014 1,6 2,2 5,2 6,8 2,5 2,3 6 7,1 
2024 1,7 2,3 5,5 6,9 2,6 2,5 6,4 7,6 
Source: realized by the authors taking into consideration the WTTC statistics, accessed at the 

following link: http://wttc.org/research/economic-data-search-tool/Forum 

 
Table no 4. International tourist fluxes 

 Romania Japan 
International tourism 2008 2009 2011 2012 2008 2009 2011 2012 
Receipts 
(current bn US$) 

2625 1687 2018 1919 13781 12537 12534 16197 

Receipts (% of total 
exports) 

4.7 3.7 3 3 1.5 1.9 1.4 1.8 

Expenditures 
(current bn US$) 

2409 1769 2295 2112 38976 34788 39760 40967 

Expenditures (% of 
total imports) 

2.9 3.2 2.9 2.9 4.5 5.4 4.1 4 

Number of arrivals 
(thousands) 

8862 7575 7611 7937 8351 6790 6219 8353 

Number of 
departures 
(thousands) 

13072 11723 10936 11149 15987 15446 16994 18491 

Source: realized by the authors according to the World Bank statistics, accessed to the link: 

http://datacatalog.worldbank.org/ 
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Nevertheless, the total number of tourist arrivals who have visited Romania 
and Japan between 2008 and 2012 doesn’t differ significantly, rising to the level of 8 
million in 2012, the first year when, at an absolute level, Japan surpassed Romania.  

 
4.2. International tourist fluxes 
Regarding the international tourism, both countries, Romania and Japan, are 

tourism services importers. Although in 2008 in Romania the international tourism 
revenues outgrow the expenditures, the last years evolution don’t leave place for 
discussions. Both, the cash flow and the difference between the number of residents 
that leave Romania and Japan for touristic purposes, put the two countries on the 
same side of the international touristic flows.  The significant differences reside in 
the fact that the tourism cash flow register major deficit in Japan. This is due mainly 
to the fact that in 2012 the number of Japanese people that left abroad as tourists 
was larger by 10 million than the number of tourists that went to visit Japan. The 
negative cash flow is also the result by the difference between the average expenditure 
per tourist and the average revenue per tourist from the international tourism. The 
situation in Romania is different regarding this last stand point. If at an absolute level 
any comparison with Japan doesn’t need comments, one could remark the fact that 
the average revenue per tourist is with over 50 million dollars bigger than the Romanian 
tourist expenditure abroad. Thus, only the fact that the number of Romanian residents 
who leave annually the country for touristic purposes is with 3 million higher (2011 – 
2012) than the foreign tourists that have visited Romania, results in a negative cash flow.   
 
Table no. 5. The cash flow and the medium indexes in the international tourism 

 Romania Japan 
 2008 2009 2011 2012 2008 2009 2011 2012 
Tourism Balance 
Account 
(Receipts-
Expenditures) 

216 -82 -277 -193 -25195 -22251 -27226 -24770 

Arrivals-
Departures 
Balance 

-4210 -4148 -3325 -3212 -7636 -8656 -10775 -10138 

Average 
receipt/tourist($) 

296,2 222,7 265,1 241,8 1650,2 1846,4 2015,4 1939,1 

Average 
expenditure/tour
ist ($) 

184,3 150,9 210 189,4 2438 2252,2 2339,7 2215,5 

Source: realized by the authors based on the data from table no. 4 
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4.3. The tourism multiplier coefficients and the industry efficiency  
The GDP tourism multiplier coefficient is superior to the reference value from 

the literature of specialty (K=3), but for the employment tourism multiplier 
coefficient there are some important differences. 

However, the multiplier tourism values in the Gross Domestic Product for 
Romania is higher than Japan’s, even if at 2013 level the values are close (3,19 
Romania, respectively 3,14 Japan), unlike 2007 (3,67 Romania, respectively 3,18 
Japan) furthermore the year with a maximum for Romania. Regarding the multiplier 
for jobs in the tourism industry the situation is completely different. Last year, the 
value of K reached a maximum for Japan – 3, 27, far superior to the one calculated 
for Romania (2,38).  

 
Fig 1. Tourism Multipliers 

 
Source: realized by the authors using the data from table no.3 

 
According to the E indexes calculated for these years, the differences 

concerning the industry impact are emphasized by the differences concerning the 
efficiency. In the first instance, both the partial industry efficiency and the total one 
are under the value 1 (in 2013, the value is reached for E in Japan) so that it can be 
considered that the industry is rather inefficient – it has a bigger impact on 
employment that on the GDP. From this perspective, we can talk about the social 
efficiency of tourism, by the capacity to generating jobs. Secondly, the tourism 
efficiency in Romania is lower than in Japan. Although socially it is a positive 
element, the reverse is the fact that there is low work productivity especially on the 
direct tourism activities. This low productivity is toned down if we refer to the total 
efficiency, the calculated values for the two countries tending to be close. 
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Fig 2. Tourism Efficiency 

 
Source: realized by the authors using the data from table no. 3  

 
5. Conclusions  
Regarding the first specific objective, the results of this research show that the 

GDP and the number of jobs generated by tourism are at an absolute higher level in 
Japan compared with Romania. However, the rates for the direct and total 
contribution are low, this confirming the hypothesis that the tourism impact in the 
economy of the two countries is reduced. Nevertheless, going further, the multiplier 
effect of tourism is high, over the referral value (K=3), thus it can be concluded that 
the touristic sector has a high entailing potential for Romania’s and Japan’s 
economies. On the other side, the industry’s calculated efficiency index suggest that 
the tourism generates benefic effects, more at a socio-economic level (employment), 
than purely at an economic level (added value, GDP). 

Concerning the second objective and the main hypothesis issued, we consider 
the following: Romania and Japan are countries that send out international tourist 
fluxes; while the Romanian tourists spend less abroad than the foreign tourists in 
Romania, in Japan the situation is opposite. The average revenues per tourist and 
average expenditure per tourist Japan is far superior for Japan. 

The limits of the research are subjective – Romania and Japan are on different 
stages of development – and objective – the deficiency of some supplementary data 
and the insufficient control on the measuring the touristic flow indexes methodology. 

The future research directions: an analysis regarding the direct touristic 
rapports between Romania and Japan;  comparing the factors that generate the 
significant differences for the averages indicators for the tourism consumption. 
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A MARKETER LOOKS AT JAPAN AND ROMANIA 

L.W. Perttula∗ 

 

It is an honor to be addressing the distinguished guests, participants, and 
organizers who are attending this conference on Japan---Romania: differences, 
resemblances, cross points.  Thank you to Rector Ovidiu Folcut for inviting me. 

This is my third visit to the Romanian American University.  Each time I am 
impressed by the hospitality shown me by the university administration, faculty, staff, 
and students. 

After my first two visits I traveled outside of Bucharest to enjoy the medieval 
towns of Transylvania:  Brasov, Sighisoara, and Sibiu. 

I find the historical side of Romania to be quite interesting.  We have nothing 
of a comparable age in my country where the original McDonalds restaurant from just 
1954 is on the United States historical register as a protected site! 

 

 
 

Because my background is in the field of marketing I will focus my remarks on 
Japan and Romania as a marketer might see them.  I taught various topics in 
marketing at San Francisco State for over thirty years and have specialized in 
electronic and digital marketing since 2000. 

A marketer is always looking for attractive markets. A market is defined as 
people or organizations that are both able and willing to buy.  Able refers to having 
                                                           
∗Professor Emeritus Perttula retired from the College of Business, San Francisco State University 
after serving as professor of marketing, chair of the marketing department, and acting dean of the 
College.  He has also taught short courses in marketing and internet marketing in South Korea, 
Denmark, France, Great Britain and Romania since 1983. 
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the financial resources to make the purchase. Willing to buy refers to buyers who 
want or need the specific product or service. 

 

 
The two main characteristics of markets are their size and growth rate.  Bigger 

is better and faster growth is better. 
How many potential buyers are there and how much income is available to 

them?Is the number of buyers increasing and is their income increasing? 
Let us look at how Japan is a much larger economy than Romania. The land 

area of Japan is 57 percent larger than that of Romania. Sometimes I will include a 
comparison to my home country, the United States, and my home state, California. 
The land area of California is 77 percent larger than that of Romania. 

With regard to gross domestic product Japan with 5000 billion US$ per year is 
26 times larger than Romania with its GDP of 192 billion US$.  GDP per capita also 
shows huge differences among these four markets: 
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Growth of GDP in 2013 shows Romania making significant progress: 
 

 
 

The population of Japan is currently about 127 million compared to 21 million 
for Romania.  Let us look at population growth in two recent periods: 1990 to 2010 
and 2000 to 2012. 

 
 

 
 

Young consumers are an attractive market to many marketers of goods and 
services. Young consumers make up a higher proportion of the population in the 
United States than in Japan or Romania. 

 

 
 

Low birth rates, few immigrants, and long life expectancy have made 
population growth in Japan and Romania low and the proportion of young 
consumers low, also.  Life expectancy in Japan is 83 years, United States 79 years and 
Romania 75 years. 

Businesses for adults in Japan are growing along with the old population, such 
as diapers for adults. In 2012, the yearly sales of Unicharm adult diapers slightly 
surpassed those for babies. (http://archive.thedailystar.net/newDesign/news-
details.php?nid=233795)  
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In addition to size and growth marketers take note of the infrastructure of the 
market including the communications system, payment system, and the transportation 
system.  

Government censorship is not a significant problem in Japan and Romania in 
contrast to countries such as Saudi Arabia as shown in this advertisement by the 
furniture maker IKEA. The ad on the left was altered by IKEA to insure its 
acceptance in Saudi Arabia. (http://www.slideshare.net/GlobalMaxer/v4-idf-november-
2013-global-maxer-28528174)  

 

 

 
 
The transportation system of Romania is much inferior to that of Japan and 

the United States. The distance from Boston, Massachusetts to New York City is 
approximately the same as the distance from Bucharest to Sofia, Bulgaria.  However, 
underinvestment in highways and rail systems in the post-World War II period has 
meant that the time (and thus the expense) to travel these distances is much greater 
in Romania. 
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Modern businesses rely on electronic communications so let us look at a 2013 
e-readiness study by the consulting firm, Forrester Research, Inc.  
(http://www.internetretailer.com/2014/01/20/why-online-retailers-may-want-
explore-east) Forresterscored 55 countries and regions to assess e-commerce 
readiness taking into account factors such as consumer payment behavior, shipping 
and technology infrastructure, disposable income, and the size of the online retail 
markets.  The top four economies were the United States, China, Japan, and South 
Korea. Japan alone accounts for 7% of the world’s total retail sales.  Japanese 
shoppers are relatively wealthy and the country shows a preference for durable 
goods.  

Nonfood sales (often purchased with credit cards) in Japan are 71% of its total 
retail sales (world average is 53%). “Japan’s tech-savvy population, high retail sales per 
capita and high affinity for debit and credit card ownership demonstrates its 
consumption power and online presence.” (Forrester,2013) Japaneseconsumers own 
an average of 6.2 payment cards each, the highest per capita average in the world. 
(http://webprod.forrester.com/Forrester+Readiness+Index+2013+eCommerce+Gl
obal+Study/-/E-PRE6064)  

Romanians, in contrast, do not frequently buy things online in part because 
they do not have the capability of an electronic purchase from a website.  Just 25% 
of Romanians are holders of a debit or credit card.   There is recent growth in the use 
of debit cards:  ATM transactions in Romania were more than 60 percent higher in 
volume and over five times more valuable in 2012 compared to 2011.  
(http://www.euromonitor.com/financial-cards-and-payments-in-romania/report) 

Before a consumer will buy something online he must be online.  The 
proportion of Romanians online is much lower than in Japan and the United States.  
Data are from 2012. 

 

 
 
The speed of the internet experienced by consumers and businesses affects the 

usefulness of electronic communications.  When measuring the average megabits per 
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second and ranking countries, Akamai Technologies finds Japan and Romania near 
the top in the world with South Korea ranked number one. (Akamai Technologies, 
Q3, 2013) 

 
 
A marketer will definitely look at the different preferences of consumers in 

each market.  Looking at popular pages on the world wide giant, Facebook, can give 
insight into consumers in Japan and Romania.  Below are the most ten most popular 
entertainment Facebook pages in Romania followed by the ten most popular in 
Japan.Notice that there is no overlap. 

 
Source: (http://www.socialbakers.com/facebook- 

pages/entertainment/ country/ romania/) 
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Source: (http://www.socialbakers.com/facebook-

pages/entertainment/country/japan/) 
 

Because search engine use is so important to marketers in most countries and 
Google search dominates in most countries, let us look at an example of how 
language affects search terms.  If an Italian is searching in Google for cheap or low 
cost airlines tickets, he may type in “voli economici.”  But, as the data show below, 
the much more popular search term is “voli low cost.” (https://econsultancy.com/ 
blog/63880-eight-cultural-differences-that-impact-conversion#i.zw1ns1dzhei010)  
Search engine marketers must be sensitive to the use of language in order to 
effectively use pay-per-click and search engine optimization. 
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Good marketers will also be aware of the cultural values work of Geert 
Hofstede, a Dutch social psychologist who did pioneering studies in the 1970s and 
1980s of cultures across modern nations. His five dimensions of culture are: 

 
 
At the Geert Hofstede Center website one may see column graphs showing the 

scores that dozens of countriesare given.  A sixth dimension has been added based 
on work by Michael Minkov. (http://geert-hofstede.com/countries.html)   

For example, power-distance is scored much higher in Romania than in Japan 
or the United States. “Romania scores high on this dimension (score of 90) which 
means that people accept a hierarchical order in which everybody has a place and 
which needs no further justification. Hierarchy in an organization is seen as reflecting 
inherent inequalities, centralization is popular, subordinates expect to be told what to 
do and the ideal boss is a benevolent autocrat.” (http://geert-hofstede.com/ 
romania.html. 2014) 
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Another interesting view of national or regional culture is found in the work of 

psychologist Richard E. Nisbett of the University of Michigan.  A marketer would 
found it useful to read his 2003 book: The Geography of Thought, How Asians and 
Westerners Think Differently…and Why.   

Advertisers, in particular, should be aware of Nisbett’s insights into how 
relationships differ between Asian cultures and Western cultures. “An emphasis on 
relationships encourages a concern with the feelings of others. When American 
mothers play with their toddlers, they tend to ask questions about objects and supply 
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information about them.  But when Japanese mothers play with their toddlers, their 
questions are more likely to concern feelings.” (Nisbett, 2003, p.59) The wording and 
images in advertising must differ between these two cultures for the message to be 
conveyed effectively. 

Advertising professionals tend to combine a good knowledge of the culture of 
a market with the skills to craft effective messages for the buyers in that culture. The 
general manager of McCann Worldgroup in Japan made several good comments 
when he was interviewed in 2012. (http://truthcentral.mccann.com/wp-content/ 
uploads/2013/01/Japan-Today-Inside-the-World-of-Japanese-Marketing.pdf)  

His main comments address these seven bullet points: 

 
 

In summary, do we see attractive markets in Japan and in Romania?  With 
regard to Japan the general answer is yes because the market is big and wealthy although 
slow growing in most respects. With regard to Romania the answer is yes because it has a 
relatively large population with much potential to grow in both consumer goods and 
infrastructure. Its recent GDP growth bodes well for a rising standard of living. 
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