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BMEBIERLZ [ 77 V@F] obT [ERH] KOV TERL TE7 (Marx, 1859; th4
AR,0985) . L2 L, BEHROZ IV ARBEFEZOPT (BRG] 2 EENICEE, RH



LEHLT5bDIT, E4K (1997~2002) 2B L LT, FREFLEL TWRVDITEIRT
bAH). EZAHD, ERROFHHRREFZORMBICEMELIRARL, ZOEE LI [HIE]
DERLM) BEEEVANTESL L, ZORBHNERBLICEITEHLT 7u—F2%
WBLTETWS,

BREROE=ZDHYMTH S [7+—< UV 2HE] OME*HERFBLLL) ETIHED
%I, Treis, BMOERRE, JEIRACHEES £ IR ICHHRICY Ak
Bo, [7+—<NiHE| OFEERR - XEEREFILTH. A7 14 7 v U (Stiglitz, J.E.)
X, FPREEHROBFEFIZL T/ —_NVEX ST L THONAIRBEETH DD,
Ho [AEBEEFE] OF % X+ TRIFROIENHMYE, FEel»SBiF0ESR - &ilz
MIZEm LTV 5 (Stiglitz, 2000) . HARZ I L O L THLRBEEST 7 70 —F 2R LHE
Fid, BEBEEROBBNERRELIRIC, FY—2HRrAAGbE THEDRIBEIZELL
£ ELTWE (FAR, 2001, HAR-BEF, 1996) . EIZ, I— X(Coase, RH)DEFIEH%*%
BRLHIEOETEN, BEHSTICERL L) &35, Bz, /—A@North, D.)D & % =¥
HIEREEFE LTINS D DBV 5 (North, 1981, 1990) . TS DHEEN T L TV 5
[HIE] X, ¥ TLD [BFR] 0L % T7+r—<NBdDIEh)TIERL, BEIZEoT
X, % (£H) , BEXFAKOLIILIDUEARAIEZDDOTHA. HoH BN EF—7
&, [HHOKM] 2RENZRRE L TRLAL L S HEIPNIBRELEE, 520
[T+ =<V GHE] 2BBLTEENIZELTHA, #LT, #2TO [7+—<N 1%
BIEE ] OFENE, SHRMGCTHPLIBESELILTH .

b, BAEELBEAERBBFOEZOF#ML LTIRZ, FiZ, BAEROEMBL LT
DER-BEHBHEROBEELVENITLLE, [7+—<ViEE] PEELZ2EKRLE
LTWABZLIZEICHEMLIZLIATHL. LML, ZOETO [7+—<IV2EE] 0%
IOV TOBRN LRI, REFFLLOLIZL V. Lh L LHHIIBI LR
BRBRICERE BV TER L CELHTRIREFZEL, 202 0EBER-EXBEROH @
THMREICOAEZE L, £EEBICBITA2HREBFEEZ BTV 2V, BR—BHEHERIC
BUULBREBEOEMIIEBLTELDIE, IVIRAR, 79V ADLF2T vt YERRPIE
FBROBEFEE L THo7 (K7 41,1988 ; &I, 2003, 2004a) .

[ 74 —<NVaHIE] oW TiE, ZAMA2EETLLDTHLDN, FOBUEREE
FHREEPUNF 25D THHOD, Mz HBELTEDL ) ITBIET LD, Lol
FREIRIZBEFZEOH TRBONE N D A LIIEVEHEW., L2ALFNRTDH, BIIRL
CEODBRENERERBBRILBIIROSNLILNTHY), LrLFNSIZHEICHEEL
HoTWVEDIDTHAHI LIZOVTIE, KEDEESEBLNLD.

E3H THLEBEFREROMAML [T+ —< Vil | EBRAHEE

MBI L L BFES 2B L RBEOERLER-BEFBEROBEE* SUCERERIC
LAREBEREE, TROo0BBEMORFAWRIC [7+—< L aHE] 2S4EL L, Thb
EFRHIL DV EERERVAROBBHELERBTAZ LIRS, LT, BREFEILE
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SO [7+—<NVGEE] ORMBICHBEBEMICHIME XIS oTELZ EIZBRISHRN
2ETATHA. EIAHT, [7+r—<VRHIE] CELERFL, SITLELD ET5%R
S BRRLY, FEREH LN, FOLH) MR 22O THALTRONLME
RE—D2ZFIFoN5. Bib, [7+—<ViEE] OBEHNEL Y IZOWTORRKNIERE
DRMTH 5. KEITIX, COMBEIIOWTHEIZFERLTWI ). Fhd T/, EU RKHE
ZEHNEEBICK) ZEEFELET A THA.

[ 74—V HE] CEL2FT2mEE, BRO) LICEREROEREICL > TS
ZbNBEZAHADLDN [T+ —< NV RHE] OBBEHLLY) LRiRELTWVWS, £LT,
EREROEBHNTERLTE 74—, 47+ —<EIER, RBIKEE, 15
WOATEEY, BA4OHEOHEFEELZELS, BHIIZE—DLDIZIZELELW
CERFERTS (FHAK201) . FOBEKT, Fu—NJ¥—-—a  OTFTTHRNLDOD
FRadfT 5LV HTRABNTIED A, B2, BRERORZ#HRE LT (AW
%] pEE S, BEREROBNEEBLFMAL T [EROKRFENERE] PERL AL
BIFTHY, ZOEKRTIE, BENIIRTOIERERY [7 4+ — <V 2HIE] OREEAL
BODETHOLMELLIIL W, L2L, [7r—<LiHE] ORBEKILRT
ERERDATHLEZREDIEAH) 2 ?2THd, BROEHEEEH L, FEMIIIENT
LTEATHY, i, BEOHRATIERER BT I2HBEHNLEI) 28BTLLH%
[ 74— VaHE] L LTEEOEBBEIKY, BELTETWEINLTHAS. B
2, EREREEBRHEREL OMIZIZ, Z0EESRPREFHOBITHENICBVWIKEZE
BEPREDOONLED, SHTEHELECER L CTEBREERL2Y, HARELRV2E2
HZERETELZVTHA). £LC, EUNFERBERZBETALOORERETHSHZ LI
ZLDOmEVELLEVWEIATHAD.

BRFRBEBFFTIHLERL L REBE*EETIHEN I AT LTHAHIZLTH, HF
Z0HORERERYIIRAAT O EFERIC, BEHOHREICEMIT SN TEESE
AROLOTHH A, MHTRESNIBEMIT, EEBIZL o TR L ) BOWEETHRE S
NH)BOTHNE, LT, HEBICL>TRIVEVWEETEASIN) 50 THNIT,
BEHICEEEBRZ TG SN S, 25 FHFEEMICR T, BEEBERERICE I OBE
BERERICBI2FMCH, HIHFEOREMIZ, LITLIDERBHES L LTREBLTE .

BREREFEDODL ) —HORHMTHL2EARERICOVTY, BERERWAIE L EA T,
FEEREEOEESE L W) RESH S, BIL, BSOMMEYIERBAEET S Z L % EhtE
fFiIFon-&RE, LVEBEVFHEENERINLOTHNE, BRERORZ B2 THE
EETTH2DTHL. WP, FERELEL ) ABEIESABARBEOEN TS 2
A, EREE L TIREEIC 92 SAFEIEBWICER LB -HBEERL CETW0
T& 5 (Jones, 1996) .

MHRPLEREREOLESE L, BEL Ty 7RFEDO L )RR T TIIEMRE, M52
LiEHoTH, BERICEKOLNALZ LITEN., B2, BEG0 [Fa—nNyE—-Tar] &
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EEN B RIDS, BELro TE,Po2 L) RBETHLOH, B, &I HAIKHALT
X, BEROSPND EZATHA S (IMF, 1997; Hirst & Thompson, 1999). L 2L, ZhHH
B BAREROLEEBUOERTHLILIZOVTIREVWLIDENEIATHS.

FNRTIE, T BERERPEBRHLATHEV) 2 &iE, TCIFHENR [74—
TVLREIE] 257263 0THAI)» I BEOMRTIE, BENLZHFRBUTHENZ &P
5, BRRBASHIEBTELLIATHA. LhL, THCEREROATE R BENKR,
EREROENTOIBRICHEELTWVSLEZATHY, 20 L) AELEIHANY, it
FRECIIRBEEINLI LICR A, LT, FIziX, 1930 F#RoT7o v 7 &EHFICA
Sha LD, EREORSEHELERKREIHRE, SHENILilioT, BoTH
lﬁ(ﬁﬁ@bfm, BT AMEEIITEL 2 2\,

ERERLBZ5LANVTONYE, BREROAESHICH LT, HUEENTHI,
FHrchh, BREROEREZBRAT [7+r—<VLHE] SIhiE@ETHILiEdD
bit.L#%%n%u,%ﬁ&%%%mbﬁééoﬁ&ot.ﬁ&ﬂmu,%ﬁ%mﬁ
E L ROEARR, KBHELZE BEIZLoTiE, SEET) #FbATH, Ll
bAEERIZE o TN LT, BFRERERISRE I, ﬁitfl&l%ﬁ@
BRiE, SVEMTH-7-. Hib, BOBOWEHELEDL, HERFICHELZETHER
BAEEAYWELED, FAPLTLOMEICE > TEFT LA ) HTHLEFORIER
ﬁ#oﬁ#%f%%.%zi,ﬁﬁ%@&@%ﬁdFﬁmﬁ%ﬁﬁj«wﬁﬁhkwfk
XRBVERTIEICE o7, BREREBEOBVE, EREXOERHRFIOECEIL,
HHEE5EE %KD, 9 LE~NOXF Yy v F7 v TERBIIHLE AT [HHEEERE]
YEHICREIRNLEMNI G, o, T2, BHRFENXEFVENDOEHTEREZ
BT 5 & RBaicd I ERBEZEBOR] sEmansz. B2, EREERRIE
HECESOBERL» KA Z LBEHAMIZIIZETI L LD, EOBHILOT BEIIRE
PR TAILICL o TV RERABEEZ L) A L) RIRICEDL. ThidT — 45
TEHLZAOHB NADOYL <] ORRTHS (Gilpin, 1987) . BE 2 #HALOHF
BERRODLRS, ZOMEANOMIGIRBER=2THo72. F—IZ, 1930 FUITHEIRYIZ
Ron-X 512, REOFEMNIC L ) RS, HRBEVBETLEV) 0D 5.
#Iz, 19 HHEEE, £LT, 1950~60 FEfLICR SN [ (hegemon) | DT ITHEE
IN-ERREEENICEAERED LI bDTH L, &EWL, LIFLIEZORERIHS D
DD 1970 ERLDRBICR OGNS & 912, FEMO [ERHBHA] 2LoT, #HARHEICBITA
m%,ﬁ$¥ﬁ@$ﬁé&%ﬁm¢5two$@f&5.% DRI % BT 5 7290121,
PRI BT, E=ofrdBIRshZiThiEz s 2w, Lal, BERERXROB#EA%
B2 CHE EBEL, EREHRLED LD, FhucatiolLe [7+ —< VR HIE]
A DbARENEET A EIZk A, BIL, F ¥ F/v—F —(Kindleberger, CP)HE 9
20 [ERBAFESERALE | OMERETH S (Kindleberger, 1977, 1986) .

AEB LI, BIMNER*EZTIEOBRREBANY O THY, HEIIBIT HFERA
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DD LH, Y—ERALERSN TS, BN, Zo0X) 2HEEFNIZERT S
7Y =54 ¥ —BERIC, REBREEEROFHEICESVTIE, 20+5 2B MRIESh
T, DHEPLSES FORIRICL BT LIIh B, ER 2 SR AR B o 1R 8 2] &
LTLIETLIEEITO N 555, BUF RS2 [AR] 13, BT kDL ) e+
IR DEN Y TE R, FRATYH, FRUFIZI->THRIN L Z L I2L o TH
BREV NG ISR T A8 - Y- ADFIEBITAZ LIIWETHY, TITIREFIVS
2bDEFONRLEOERTO [A#H] 2F2x Tz Lzl ).

EZAT, LRRDOL ) REROAZMOERD, LI, FORKFEIERERTHS L
V) LRI E N\, FLT, BmEHOERER»STA%201F, 5D [H
BALE | AP EELERZFODOTH L. [EBRA;LE | B OMEIR, TERE
MERFERE LEOKBEREMEICEEL TRESNTETWACKE, 2002 ; #il, 2001a,
2001b). LA L, REFHOLEN, MitticBEESE T, [ERALM IFELRLERL
CREBFEER, FUNUN=F—-THA)H. KX, ABRESEHPLEELZHEYE, EEREY
REBEOBLFHELZEY [EBRAKE] L LTHEBL, 1929 £2050ARRKOREIZE
WTZDRIEP T TR SN o2 BB REOEEL S LZELTWS, BIE
T, [EBRALE| ITHOLAEEEE*HELIBZLD0TH A7, [EBRBAF] 0
WIRIR T TIX, [BHEE] ICX 288N, BENZEELLETH LN, FOEREIE
WCHEETHZ L) OPTEDOERIZR B,

TIHDORER, MEEBEEL RS [T+ —<W2HIE] 13, FRHPEETLIEYICE
WT, JEREHHE LR L v AR BB EESLDOTH A 2L T, Fv
FVN—=F—DOFRIMRTHIIBIT S [HHOEK] ~ofice LT, 2o [ (EHE)
D] 2B TLILOERLRERLERETLL0THS. L2rL, JoBHErSZ
DEBENDEEDTEETH L. b, BREROBMALBL-EES2HEIETL L
LTh, TN 5 [ 7+ —< V] 2R ORIEANY) CHABAFIRES 572
JTHH LIRS %W EU REIREREZFE) B THHEFBRAT 5 & 12, #uil (Regional)
LARNVTEDARERERWET L7200 [7+—< Vi EIE] B4 2&%E2 2L TW
LEERED. £ LT, [HERA’EY MEOMBHMR L ZOMBER, HEIIBY
T, HLEOEHEIEN )L LE2RLTWE, #LT, 20L& 8lHAIL5—FEEU
DEALEHMFITTAHABLILIZL LY. FhiZER, [7+r—<VLEE] v (AR
;B | OBEEMRL LTEURMNEBOTAZETLH 5.

4% EUODKE (1) :EFTA, GATT/WTO & OHBE

Hi 2 EiTi3 EU 74TI2 81T 5 R B HBLRE % BRREIC L 7228, A8 Tl EIFSFERE & o bk
DHRT, [7+—<NZEE] L) [ERAKE| 24432 EUOBENY, BEM
ML TWwL.,

WBHIZRE SN DOTRHN, EREROHMAZEZ THIFEILFSBIZZFDR)

S (X VERFILLARNCIE L - A OMEOTm B 2> T 5 (Stiglitz, 2000, 335R 186 H).
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Tk & IR T AR A RIS 2 L) BT, BEUDSH Y FUN—F—87% [ERSHE ]
BB ERTHLELTH, BMNICIE, ) —2o08ondbh e LTHMNEHESHE

(European Free Trade Agreement, EFTA) 2SFfEL T& /2 L2 ENAHNRETIR>ZV. L2
L, EU & EFTA OFEHIZ, BIEIFBREOHREOMBEYBINL THAL, ZOREZILT
LTEX2DIZR L, %BRGLABNIEAOBEERATEL. 22T, BRHKEILS
VA BIRBLE LTD EFTA L ORED 5, EU OELMBEBEIHO I L2 5.

EFTA i, BEHES B4 EBIC L, ERERIFZREL-RBEEHIEVEVERNES I
T AIREICETELDTH o7, FLT, FRULDFEORREIIOWTIE, BEEIMIC
BRLTZ2h o7, EU & OBIZERINAZFEFEE (European Economic Area, EEA) % JE
BL7-BRICSh, BAMICRSEOEEI BENATETHLH L, EUILLZHMEITKEIRIC
BOED LV EEPEY., FOEKRT, EFTADRMET S [7+—< IV HE] &, EU
1T B Db DTId R\, M, EU i EFTA I[CHAWT X ) sy
[7+—< IV EIE] & LTHEE, #iEL, LPOZNEHENICERIELLVWH)AT
EFTA »6XB&Nn> 5. #L T, EFTA ZBRENLAKTH L0 L, EUIRHASL 2
FORGEBE S, SR TIBENLHKETHY, HLED [#L] 2HEHAL T
X XORARY SN

FBEHAHEEL L TA72HE, EU »° EFTA XN LT, »52BOBEBEELRTHDOTHS
CLIZEREZ LD LSS . FRTIE, i, EFTA i3 EU BoKEE I 5540
Bl 2o l=DTHAI N 2EFTAX, Z0 [ 7+ —< Vi HIE] OHR%E B SR
LTW/Zbds, ZORBEHEEL-ES R L. EFTA 0#EBEL 2o /-BHEH MR,
WA OMB - BERHOBEOAIZOBRELREL, HAKIIIME&E A EBIZHF
MBEZRETEVIET, RETEORFELR/IBRICHELA. LarL, £0Z8ER X -
THHNESICBIAREREEL LS5 L. B, SESICERZ2NEREI, £=H
2o DOFRBALE CODFEEMBRIZLEL Lz, 202 i, 2 EU Lo/MICH
HESBELEY, ARENOES BRI XA, THOVREL D IZTL L AHM
hFEHEEEL726FT T LIk o7: (Price, 1988). 2% 1), EFTA BH DEROHIRAS, »»
2o THBHONERLHET LI LI 21D TH 5.

EFTA 23400 5 HEHHB TH A2 L 2s, I X ) BEHZTSE] ITHAANLNR
HREEIE (B, M, LFEARY) EBRALTEL. 200, BINKTO [7#
— VR HIE] L s AR, HLF, BSZFD L) REE ¥ BEEIIZITKRDT,
BLAEUDSHEET 201 [727°%D) (freeride) | LT, [L W BHZHE] 0FfigxZE
LI ELTERZDIC, BEMIZIE EU ICRIBINE NS &) 2ROXBIRIARE 2
57, FOEKRT, EFTA ZFKNKTO [ 7+ =<V HIE] 3BT HRICERLE LS Z
LIINTAEEERCTVS, LWIHIRROFTOAERLTVEDTH 5.

5, BERHMRKBEORBNZBHESERFBRCBOTEEBRLESHIIHTS
—R5t%5E (General Agreement of Tariffs and Trade, GATT) & Z1 % 5| & k721578 5 g
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(World Trade Organization, WTO) & DlLE A 513, EUIZED L ) IZEHEE N A TH A ) 0 ?
GATT/WTO Rt RRTOEHEGAMOMBEICFS L TE2A, EU LokBETRAL,
FIIZIIRELAEENSHSH. WTO %, EU BEEZOLMBA U N—IZLTWBIERLZED
JES) LWV ETIE BU 2B L TiEV 5728, Bait@ic B 2FEE4+HRI LI H
TEZIIBREBEDII)IFIZDE DI ERNTH S,

¥, EU KB A2BABHILOBEAH S, WTO TidR??, BHLEERFIEELR
REO—DL L TERBINTVE, L2LEAS, ThonRFNICELTERIE, Eoh
DB % B LT, BARBIZEU Tid 1968 FEDBBLEI BRI & o THA TIdHER s 7.
MBEOEHE 2B THHBPEUICE TRRAT AL &, ZNUPNERMNIEET 22005 M
BEZLNZTWVWLEDTHA.

BT, MREROUIELDH A, EUBKNOBHILIE, 1985 FED SEM S5 HIZHEATE
7285, FRZHICHOBENCIEF &F, y—F R, X, \OBHABEHBEIZT CHEH
Ko TETWD, ZOBKFICERTNE 2 &, B8-BERH L V) BEOREE b
> THimitBZAEL TELRBMOREERRAFED L ) L IFMBEEL ZoMR L LT
L THAH. GATT/WTO IXBWVTH, BMOEGZIT TR, Y—EXAEGREBAFHRE
ELKBOMEEIZIZ Lo TETIIV A, FHIIERZEUICHENE, BBohTna,

=, BEATORERNOE TV IEBRTE L., HEIHoICBIRRSBEL T/
DI, MBS 7NV ELTRENSEZENVLETHS. FOHEPSE 2T, 1980
FERUBRERICBWTYMOLEL KA~ 7 OEFEEIROOND L) kD, FE
WHLHIIChoTELILE, —EOEKRYHAH. BEIZ, [EHEAKRH] LT MU
==L DICRIREN L AEBHENE TN TV 2205, THOMERELZERT
LBEWHIER2LYL, ROFRIIEEINELIATHAH. L L, BEHARRIIBW
T, ® 5 BHILIZ GATT/WTO 2, BE DREIZ D\ Tid ERE#E 24 (International Monetary
Fund, IMF) (ZEID) B TOHNTE A, #EIE 1970 ERPEISEBEOLEIZIIES L2 L
o TELZLIZEAMDODEETH L. 1979 FEORKMNEEHIE (European Monetary System,
EMS) OB HBRAED L —aDEAICELBET, EUILEEE TORED L HiHORE
HEERELIIELTVAEDTHS (2L, 2003) .

&EIC, EEEZBLTHBVERT AR, ZO8FEEZBRT 572912, GATT/WTO
EF Y FUN=F=DF) L) ICHLET A A [BE] CELAAEIES Do 72, £
I LT, BU KRBT HZNIEFEE VMR #S LS e Le2od, B [7+—< s
HIE] 2 XBICL 2O #ILT5L)10hoTETVAS, 1970 ERLUET A1) A0 [BHE]
MBI 5BET, HXREROEEBH ARG OBE DS GATT/WTO 12X 5 70— NV 2 HED
EMBERICE > TRENTH o7z, F LT, BREKROXMIZA LIELIX GATT/WTO D F T
DEHHEG*HERSIILAEELBITORE). 3BAA, ZOLIHIE-ThbL
Wo U, EUMATEU KIS 2 L) 2B TH - Y — 20 BHBEFHITONE L
BT —ABFELLEDPo72EEoTWVADLIITIERW, ZITEELRI LY, 20X %
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RIREASAE U 7235812, EU RBAO [BHER] oBmMICEGINS 2 L%, BRINFEERY
FREVIBELD [7+—<ibE] #BL CTHERBEERI-TE72L W) HATHS. 2
DBRBEDEIZOWTIE, RETEICHEL(EEL TV Z LTS,

GATT/WTO & DHEBOHRTHLNE %5 EUDLERRDO L ) e RIET L% 6, LT
DEIZVZBETHA). Blb, EURTHOMERLED L7200 [ 7+ —< V2]
L LT GATT/WTO X ) b ZOHEIZBVWTEENTH LT TR, (Bl CELZ L
BCHEALLTETWVAEWIBRTHEMIIELZLLDTHS. 2L C, BRER»L—E
BEBIVATA2ERZHF> TELLTETWVAS.

58 EUOOKHE (2)  ERAGMARKIEAL LT

L OSEMATHIEYHETA-OD [T+ —<VREE] L) [EBRSKR] 4EFE
KL LTHOEUR, BICFNEZRTITE—EHDOEMIIL o TOREY, ELLTEhIFT
v, —ETIE, HRTH LA [BEE] 0V —F—Yy T2LEBEELEFLD,
AT, [BHEE] C—FHIKETA2bII TR 2VWEBBREt e BREr AL T, B &1L
LTE7., ZIEMEOMP S LREELEITBY, Tho2HRAL TV ).

ECSC \2#6% % EU ORI, X ) HHZTIHEOEE L ERT 5 7-0 ICBFOREZRE
T5E0) BRG] LEBEEOKE, ET2M5 [FEWKEE] OWMEZF-> T
HER LT X7 (Pinder, 1968, 1987) . # LT, 19850 [BAHHEAE] (246 $ %5 SEM &
e FNICHECRFRERY, St @R -uoB AL, HROMOMIBIIH 2 R %
WEHRERLY B EHAOTTOHBEEANEE> TS, BRI, "V VX
(Pelkmans, J.) 9 & 912, BHHAWHER IO, fl X, BHFERPLZOMOLEK
EAEALEL L, [HRIKE] L EROHES ] 2R T 5 2 LIZHEEESD S L7z (Pelkmans,
1980) . LA L, BHFICITHOMEL2BELRIEEmH~NOMNA, HLIF, HHi
o RVWERERSEVIHEE DY, LLa, [BEHHKE] LEo7561, HEEGK
BT AHMERORBLBINIEETHA). dbbHA, BELTHEATHOE—HZH
EFLHATORYVELNDHo722 8, REE—HHLEIEVWINAT, BRIFEFIZ LI
FoTHMEMDEADNHFET A I LRBELBLZV. ZITH, EU OEBATNSE > T
WA o7-L) GHRALGHEE Lo TETVAEZELELFREVEIDLVWEETHS. L
T, KHETORETLOLEZ2IZ, BEOEBEOKRE, AL, [HEBHNKE] OATIIEHE
TR IARTETHY), FREFTTLIHTO [BRENHKES] MLELIHh, L2bE
DYVEENEUDERL ELIIET o TETVAZ LB INAIETL L W,

[7 4 —<VAREEE] Lv) [ERAKE ] OB FERE LTo EU OELIZEEH 2 #
BERIZI-THPAEIN)I B2 THA). BIZFEORELEOIET [7+ <V 2HE] ¥
BABLETH70 ENLERAOEED, EUDELEFZITL LTE72. £\, THH EU
LANVICBRET AR, BERERORMETS [7+—< N 2HE] OMEICED (AR
WARBENDLIEIIRDE, FOL) REREIL, »oTiX, M - HERHBITHY, 1980
FERPERITIZ L YA CIEMBIERE L L CHY BiFsh/. B|IZ, 1990 FRICITE B8R
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DEAP—HTRTHOATEROWEBIIFS L TE/. ThL0OBERIE, HA5ED [5E
H (dead weight) | & LT, EUBRBEOAEENO—RHE SN TE1A, #iZ, FhoOk
ERIEBOUBLXERTHI LI D, FI, LVEREHHIE, [HELHBOR
B OFEBRZTRERIZL, ThH 2B TRBEONRUEZEOL LWV ) EREHRFIES D
DTH5AH. FZIZ, TNEITERMBHEAIZL o TRESNTEX-EE - £EIEU LRV
TOBEFIZEOENLTER2MBUT, BELsEERO LANREEESREINTH S, 2212
‘T2 &) 2HFRATHOFIEIL, MNREESOZEOBREIIBVWTH=EH LTS
ZLTHDH, BFIC, WREENZICRTIE, BNMZAA»ERETES. B, BRE
ReBLTHHEPLVEEELEDOLHT, HRHLEERHIICBVTHE (777
7 b AFUF—-F]| ##EEBL, boT, EURE > THEMLHFRTHRNZTHHOER%
REELHTHE .

[ERRANIER | A ER S L To EU O#ALIZ BT 256803, (LB EI AR SN 205
b, TRIZHET A LOLBWVEU IS, [FHEl ob ) HICREENAE, 2 FUN—F
=28 L)1z, [EERA#E | OfBICBVTRENIC [BEE] OBZLEINVEE
THY, EURKBVWTH—HTERADPEHEL)AS. £L T, EU DERIIBITELEDOIFR
Y7 A—F BT, AWMIREASET [BEE] oL RL, EUOHELEEL
T&/. L, Z2ORE0OHMECKEIFELLDOTH o2, T4bb, EUIKBITAMK
SOREURIERTALEVIETIR I I VAN —F—2 v 7RI, FRIHEH X b
BEIZBWTR FAUPRKOBEE L ol 512, AWMU OIMBEDZ D H a1k
YEATARENFEL T/ ZEDRRTILIITER W, FlziE, SEMOKE, £
BIZBWTAFY RAORL2EZEIIRLTIECERY, 72, SYVEHLZTHHEZEL
TREEMORED, FRRIC—ZO0OREIAMNMEEI LI ED, 20X FEBRLT
LY FAYDADPE-TELDLIT TR Do, BRIZ, Pzt T vy FoL ) BB EE
BEOBVNENEUMBNORHEEZBELTE) LZaX0—EE P4V ELBIZAW, 7
FUARGLAZBEL RAETNTHH o7,

BEZI, KDL % [BHE] OATRL, MBEOCOEELFIRL D 285EOHEIZL -
T, BURMBOEBREEICR O v L ) 8L RTTE72. BEOBORRE L BMITH
D ETFBEDTII R, BOrORELFEICHY BT, BROFEI NI - 6550 9 51K
MedbrTIEYVHL, FRoDRyr—J L LTEUDHEEZNY, 20OHAEZHEEL T
W W) FEDSLITLIETIM S T & 72, 1960 FER 2B 1T 5 BEBLE B & 4@ R EBUR, 1980
FERIZBITS EU BHEEE SEM twvozdb iR hizv, T2, BE—FKNEEE
(Single European Act, SEA)IC & > TEEMICEBIND L) I o -RBESHIARICL S
BERRERER, oEBBETRONAMBECELEL —EREHIBE L, EU OELIC
SRECEBERGRZTETWS, BIZ, FINRIERHMICL2S CHBIDEAER, K

THAE, REEECBOTHRATH BT -V -2 v 72D AT, EUDHKENEREGTHLbDE LT,
ZH# (2002) BB LV,
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MBAEOHEE, XLWFEIIRT S L) 2 HROFAER, ZLT, F5 LzHRICm
BEMWHWE) L 2BLT, MHIIBITITHEERLBERL 2 CT&7. BNFERUFTOZ
D &) RHRIZ, EUD [FHEE] Lo TOHOREBICES SR, FOEKRT [FERE] » 4
FL, /DENZHHEEELRET 525D TH S (Egan, 2001) . 2D Z & i, H 21E, GATT/WTO
BT HEHAP LT LITEEEEXFT 5 —F, R EEOFMEICKT 5 GEEDBHHB{LE
KoKk FziL, SEESrEEINLY) BLIFLIEHFESh, gLEORELXE-
T LEHBHTHA . 72, GATT/WTO I BT A F BT X ORER, B&iT,
PRINFREBRHEFT IR TR B IR O N DT L%\, Pik, EUICBWTEU #ICR
THMBEORIEA 2o/l VI bIFTIdR V., BRI REI LI, 20 %5 ZREE
A UG E I IES R BERE (BMNFRERHEF) 2 EUPELTVEEWV) ETHA.
MHOMELRRBELHEIET 527200 [ 7+ —<VRFIE] L) [A3E ] oftibig,
fthd [AEF | EFEUEEHE, [7V—54F—] OME*ERT LI L% 5. EUER
D, BMNEIERHFTOHRIEDLEL LV ZLEEN [7) -4 5 —] 2B LWV
ZEIRA). L LA T, MEENOERNFIEICHE > TROHIZITET 2 Z L A58
HONTVLERERIKICHS OFEIZZCORWREIIHE) D, L) HEE L HH
SR ELRV. bBEAATITEOLRMMERG 25T LIIRTETDH LM, 4
WL TREFEVPRBAI L TE-ERNEHEMLTBI Y. b, 1 Fru¥-nkiz
BYyHLEHRTHL. /) — 20 [BEBRFE2HERTL2EHIE, BEVATLAIIDOVWTOLE
LMORRE L HAHBOBIRIZH S ] (North, 1981, FRFR 74 ~— ) L) FiElE, EUICD
LTIIFEHLIATHA. EUDHEILIZBWT, FOB40ORE (BUE) A4 Ftux—
2, TOHABRLEELRECEGLTELZL3EHONAEZATHS (Gillingham,
2003) . B2, EUBEEZLIELIZ [F3—ov/s) L Ww) k) —BAF4+aF—12k o
T, EUDENZED L Z LI LTEREZHBLEL) L LTE L. T2, BRER HE
FrBLTERICN L T—EDA FH ¥ -l eR-oTELNLAL LI, BUbE
LEEB 2 ERBUT [3—0 v ¥ A FFaF—DRHICERENICEboTEEZA
Tha. FlziX, Ta—ay xoFEH, RNBRHRE] (FL—3T2,1994) &vo 7Rk
MEEZFREFTT5 L) 2BBRFEOHEL ZNIIWT 5 EUOEREHERIZ, [3—10 v <]
ATFTFTOF—FEEDIzDDENO—F Lz L. FDLH kA4 FHux—2a5, BIZ@EG
DERMFIEIIE L) ZREICH L TOMBENE ) BOXEBLE 2o TELDTH 5.
Dk, TP MEICEET L2200 [7+—<VREIE] L) [EBRALE | #48F
RELTOEU DENEZIZTEZ4DO0ER, [EBRALE ] OfFR, EUICBITS (B
Bl ORREME, BERRELPITICBITAREY, 2L T, [F—gv/-fFFof—] |2
DWTBH L T& 7. TAONEROHERZRBADH T EU AT AT 2 B2 A5 1t
LTEDIFEN, FNNERNIGEATI 2h o722 813, RERICFLS NERICHE
THEAOMGEEZ Y, MBOFELRETILD0TLHS. ZOHIZOVTEIZEAL
TEZTWI.
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[ 7+ —<VuHE] OFgLid, " HATEEREOWBIIFESFTLHILTHAED, Th
WOWTWEZODENEHEINDG. F—I12, BEMELELLEICLoTHLVE, -2
REEATRRIC 2 5 DIHE, FHICH T HEHROFENHMEL Y, THEEL ) OMEIL,
BMOBERLBEINDZLICRD, FRICEL) 2HE*BRT AL RETE, H
BOSEEIIEDN, FEEOHUBRIHOSNLVTHA ). I, HEBEEOEMICHE
BLZ [ 74 —<WRHIE] MHOIMA» LMY L THEILLTWEDbITTIER L, B
REBROHFTHEEL TV A, 20 L) LHEEKFERHOHF TIX, B—0 EURRI, i, #
STETCOMELBRELI) 2bIFTIE R, F1EHTRAZLIIZ, SEM BMEDIES O
WIMLTETWARILDERICE, 0L L2FENHS).

E_0HIE, THIHERMIMERTAIETHL L SNIEEROSREIR, HLERT
HENZDDTH L. HHROIETFRME, THEEME, 2OMIC L > THHPEHRLRGEIZ,
[ 74 —<NVGHE] BEFNROOMELTRIEL, do THERELEDLICLTY, Zhid
BHENGEENRRERTA720THY), FhrRELELIDLITTRZV. YFHELKD
HEEEEZMEIEI01E, BERERTHY, P2 rR—FWLEKRTO [BHES] <Th
5. HIETHE, THOAEED DT, BEBEFEETREEMBOANE THRIEL T
WABAIL, [74+—<VabIE] dFhrEETEMMEENEBESE) 2 THAS)

A, FETREMEZOLDOEZIEAMNERL D 2T RVwEWV) T LTHS.

[ 74 =<V RHIE] L) TEEREAKE | 286320 EUMBO [FE] (CELT
i, FAPRBMNESRFICL - TEIEL) A2 2B EN ) 4. LRSI BT 2HE
DRI EIAE LI TId %L, T/, EUNERICBIT 2FHEO A S TE TIEHERAIC
BFLTETWAE, 797 A, K4 Vid, o T—A%7:9) GDP TR TEUNHTRIE
M7V —TIZE L TWizads, 2003 £FORFTR A% 6IE, ZhEN EULS »EFTOI, 11
FHLZoTWwA, EU RKOBERETH ) 2056, FAYD—A%7-) GDP ik EUIS
HEOFHE THLEZAIZETHR>TLEoTWEDTH A, T2, BRINKE~NDIH
PRI E L, —AL4720) EUBBNORBIKRELF TV FDEIZETH->TH, A
OBBEHICZFOa X FEEREDICERAND L. $/2, A F) 20 L) ITEFE T
WKERD, FROFERBTLHIIEHELTCETWTY, EUNT [BHE] LT —5—
Yy TLaAMNEHEHARTILICHEHBNZELH L. 0F 0, (LVHEBEOHEMET I
WV, EURIBWT [ 0BEZRKEPELTVWEDTH A,

EU ICBIT 2 ERRE L HITOREMEI, B2, MoOEBREEICIINE R 2 vwKkEICE
TERELTETIEVED, £ZICMEIFEL TV ZRVDITTIERV. SR HE 2 E5
WIS OTIE R, Rur—Jfbta2Li12k-oT, HECRIGAR A HEE, £S5 L7
FEOHELG —ERBE/NSVWILELELTS, LAL, EUNNBEEL2ILRTET 513
E, MEDBIZYRILAT 2EMIZRSD. EU DIRYy 7 - A—F 07 b i) ek&n
REZLELT S L) %5E, MBEOLKAISHREIL & SNLEMAEH72DIEZ DD
Thah, B2, FHEMBEIIH L TIE, BFEO EUREFEIZOWTOFEEL & EARMY
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WIZRRDTI o7z, L L, 200445 BIC25S WEE o7 EU R, BBEOREBEDE
WEIILOLTEEHRLELDESRELY, HEDONN v r—It T T FTHEEICR -
TETW5,

B2, EUBEDKER, i [ 7% - 23 2/ 7 — ) (acquis communautaire) | DEREIC
Xty BRI EHESRH T OHRIZOWT L, FRrMBEFEFT 2P EIPIEE
LERER T A, BT, BUSEIRSRIICZNG 2 BE L TE TRV 32, B,
DI X 5 B BURF DX GDP 1 3% ERROZER, B, [REKERE (Stability and
Growth Pact, SGP) | R, EUICN T AEHEEXEITRERELAETHIINOTHAH. 0D
{LMIZ & 5 SGP R, EUILE o TEDRMEXRIT»TALDTHE. —DIiZiE, SGP
DEHIZEE L EUORY) RO DEF, $iTE2 Ko T, MBEEM THORY KV DE I, EU
DRBET D [ 7+ —<VRHIE] ISHTA2EEE2ELTOIDICLS). FI, SGP k1
—OEIIBITAYMORELIHRTALDOL LTHY)FEDSNH, SGP EXILT L D
I—OFIIBIIEEERA V7 VERBRLLI-—UOMIMEEDO THEL D726 LTy, &
WHZETHD., CORICETAIRBFNLISNITHICRLIRTWE LTV HTW
%, SGP ERAUMBEIN/-BER2F|IZRIEI R WVE VI T LiE, SGP DBRFRIRILIC
NTLEREBELDOTILIIEAL). BESEELRL [7+—< IV RHE] OfFkid,
BREHFIIBOW TR LIILIERONALEZATEH ALY, EUILLFD L) 2AE DA Z
LERBTEHELDTHA.

[F—mv 8] Ewn) 4 FFHaF—i, —Em T, EUDEICES L2E LTH, I3,
MEDRLDZIDIZL > TR, HIZEUMBORMETER Y S5, L%}, /1 74+0F
—i3, A4i2 [HFRE] 252, AEICHET 2 EEMEEOHE E FEICEEL, RBRE
OEIZ—ENEEM X LEL TS (North, 1981, FFER 68-69 X— ) . EU #LDO IR T =
NEBETLLZLIE, UTOLIHICEZR LS. BIb, BENEXREL-LL, BEERED
ENCE, HIBICOEREZ DO T L2 BLTREZRIEL, 2L T, EBIZZNOZ L
PHEMFRTRERMICHEZREINIBLE, [a—ovx] LI EKRRIE, EUR X2, #1b
SEBATFAUF—ERLELD S, Lal, HERRCREBNICERSNS [9—1
S| IZBE L2 BED, RNBEESOARETH o720, (WROFCH2ITEITH 2358,
FNET (30| 2FFLTELAL, B4 [3—0v/8] A FFruF¥—-%2BIF
L, EUDENEMLLLEDEZLIZREDTHS. #LT, [F—av)X] L)AL FF
OF—2@ L TRABERRI, LFLIAALEED S OTII 2V, HEHRIZONT,
RIZFOIELE LY HAT 2E5DEOBREIIBN TS FAuX—-2FM2Bo0TH 5%
5, ZbZHHEMRNDOFMORLLZbDORAIELT [F—uv | M FFuF—H»EL 5,
ELAR, RT3 +T5H0 )5, 20X BHEITIE, YREUDELDODHY FD
EREENSH2/BEVDOTHS,

Dk, THERAICBESEL7-00 [ 71—V 2EHE] L) [ERALE] 4
AFEARE LTEU L Z0#LICEB2 52 CTEA-HRELEEREMEB L. Fhoid, HE
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WCEEL DS, NENLMEYEILZDDTLH S Z EORERINT.
BEOHI EUTICBITAZEAEREL (71—~ IV 2EIE]

F4, SHTIE, ERXNHIIERERBEBOE—LEZORMOBES, 8L [l L [7
A=< NVGEE] OBBRELTEICL TEU 2Bk TE /., KBTI, [BXRER] & [74
—<NVRHIE] OBREVIHREDS EUILDODWTERL TN ).

E2HTHRR7LH1Z, BRERL I (74— iHE] 20BL 45, H@ICk
HERDIE PR T A ERWEANTEE, AOOMRLBEEDDORRBESE, HE
DNOBEOKHFLMELXRL7:O0HEFE - BERE, FERECIBTHBE BRI &
57:0DEEUNDOFEEMEOHET AHSREL LD, BERA—EFBBERICHELRIZ
T [ 74—<NVREIE] £L2A59H, ZOETOEUDRENIIKRELIZLENRTNS.

Bz, BERA—EHEHBERICEELZRIZLIAEULARLVTO [T+ —< Vi HE] 2R
45T LIZMMEETH A, 1958 FDORRIMAEFE I K (European Economic Community, EEC)
RRICELT, HEIBI2BLXEMOREOHBEHEE L7 I7 V ADFERIZLY, EU
TLR D S FBEEOBLEOFELEZRDTE. T/, v—ZA MY b FEYLIEE,
HEBRETHRESHRRICLZ2ERRENEA SN, 44, EU LNV TOHKIBORIC
BEMRMGIZH o724 F ) XD, 1997 ERILOFEEBREDST LA TV T LERIZZ
RHARALZEIZBR L. 72, 1970 ERXD T L —F) v S ERUROFEMT 2T,
1994 £ DIEF T L ) R < EU BASEELFEIIBIT A5 M OFEHRREM, FMoBmL LT
DFRMNFFt7h %% (European Works Council, EWC)D X7 A 1994 364 THERBEMN T & L7z,

ERD L) ZERIZO 22D LT, BRA-BHFBEETE [ 7+ —<VRHIE] &, &
FTLHEU LANNVIHEESNTETVRRLIEIEVNFWESL), Dhtd, B, ¥—E X
DR LRIBTEREER T2 I % [7+—< IV aHE] LRAEEITERINTVS
LRE xR, fIziE, BERA—EBEFBERREEORERO—HEKT TH A ) HB O
NEHBENCELTATY, 205, B, y—EY X, BEXOBAEHHBE LD b 1X5012
VHENRTWAEZ EIE, —HEARTH S (KH, 2002, 2003) . EEFHERH, B, &
RERIFE 2 EORZEZEBICR LR > TV EDOPEFETH 5 (AIH, 2004) . 5GI12FEH L 72 EWC
IZLTH, TREFLTLS BN ZHETEVE VW) EELH 5. HIL, L%
SEBELEORE, B IF, BROEERBEET 2ZAROLEH, EWC W, %
BEAEGLTWAEE VI DTHS (Hall,etal 2003) . ST 5% 5, EWC R %KD 51
A EU LRV TRESNTD, ZOETRETIIERT [Fa k] HBEEITT
TWEDTHE. 0L HIIRTLB L, BR-BEHFHERICEELRIZTEULLTO[7
+ —<IVRHIE] BEIENIIGENR TV 2 EAHEATE S, FRIINENICHEIZ
ST EFELEL/ O, FEMNLTHLERT 2BICHERTEERRANLS 2 1 HE
72O THD. FOHHTBIEHLTNI ).

EFEPFDI 2 @ELU T, EEL BRI AFEFRELIT) BEISTEUBATERIN L P, &%
REEORLAEADOETIE, BERLEFBHOMOAL LT, HEFELOMTLRENITH
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SETEILL 9 5. BElL, FDIH LES@E I, BEOFMHIGEWETEU LANLVD [7 4 —
RNVHIEE] PHELEIND Z EICRRERBITOICHL, #ICFD L) REBIRFTAREI
EoTARIRE 2D, BAERIL, BERXA-EFHERBIT2WEONBERIIHLT, &
B E RIZL D A%, FDLIEAREICBIT 2 EARAO, ZAEIIBIT 5 5B R O R HAL
RYETHI LI D, M, B OFEENHER L TE72 X ) 1T (ex. Dunning, 1993) ,
FDI 3B &R HBEBEOAL LT, ZOMOEHLBERICAEINL D TH LYY, EE,
FREFOERMOMEIX, BERTELVEERLZF- TS (4K, 1994) . EiZ, FDI
DER-EFBERICENCEETLZITRL, EHOENAE* b ERT 5 & 51243,
EU LX)V TOFEREIZI—BREEIC 25,

FEF I, BR—EHBERICNT S EU LNV TO[ 7+ —< VR EIEIJEE2HE DI,
EBHRGFOMEIZD L 5. BX—EHFHEARIE, EEFEBICBVTEHRLYEARL, &7
BT 592 TRENLERLFFOD, RAKOEERD, HL I, FBEERE, E£K
BEATGOBRIZH S, £LT, FEHEENRIE, SEOEM, BRERNIOALLT,
FEOEKE, BEIHK, BHEL->THESW I FHOE, HEERERRK, BEX
BEEOERRREZ LORBHLEGICL - TOHESINSL, AL IE—ERNTII—ERE
FREALLTWEI LD, EULRUVTREREZEINR T EZWTHA). LarL, #9117
FHOEHEPHETH I 20b 6T, B&, F@&GY [7+—<VRHE] 2LkoT
NGB S E L) ET2E, KBRN UKE—FZOE N VHOREBEEHFICAONS X
IS, REZMELFIEREI Lk (BE, 2003) . ZOZ &% EU LNV THEATTR
i, UTOEH)IEWHEZIONAE)., BIb, SELVANNVIEBITAMEHEOHESRF Y REL
T, SEELCEIRNOBEERBE ETT20THA ) 25, ABKICEU LALVTOES,
FRRUEOFEALEZHNL L OIX, 20 L) LEERIEIEUBNTEIRAON L 25 THA
L, BRI TRZAE»SOBHIELISZTHASH. 2F ), EUBKHIZBIT A1t
HMHEICBIA2RBMNEB L ZOMEXER L [ 74—~V 2HE] BRIEIRELZDOTH
5.

BAR-EHBERICETS EU LANLVTO [ 7+ < RHE] BEOBEL & AED
I, BABZEOBRIZOVWTHIHETREELTHA ). BEABEFIX, EROERITAL
RAMENOBRBLERL, ZOEBIEERERENOA V714 72 RECERGLLS.
FDI OFHERBFEABOFIETITHERFL ZOETO EU LXVD [ 7 4 —< )Vl E]
EROEEL SHFELNTWE, Iz, H<@T7TANVT Y Fo, #L T, BETIE 2004 £
DUKRIZEL TOEABEICET S EU AT ToORI BRI, Zhbid, —ET
FEROBBRLETEBEL Ko THEEVFEHICERL TVE I L0HNTHSH. Fh
LIS, BRROEABLZL EH FDI 251201, BHEXMR T, EU LNV TOFRE
T EE, FEHEGEKLZZNEFABOLDOTHAS ).

Pl, [BAERE| LOBBETEULANLD [ 7+ —< NV EEHE] ORBERRS L TE 7.
ZITIE, RN LHHER L IR LY, FEORERLTEBWEGOMED, [7+—<N
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IR R E, AUTRETIIZ2WETH, HELRLDIZLTWAEZ L 2R,
RIE L SROBRE
K@wTlE, EURBOHEKGFEROET ) & EU OHERBILATFEEITHIHET LT X
TWAHIEIEA, EUD [7+—<WLHIE] &vw) [EBRAKE] 24412 F4KE
Bz, TOEENFHAL AR, BERFERZFE, THLEREREEBIZL 2053,
FTNODAELLZEBYEEHTET S [ 7+ —< IV HE] 24EE L. #LTC, Wi,
ThEZ, BEmEHEOEEESHERTL L X, FL2EREFOREZBLTETLIINDE
LTEU %&Hfi L 729 2 T, EFTA ® GATT/WTO |23 R 5 h 2 WiEEME, [ERAILH ]
WIGEIZ DBERIIOWVWTHRE L. 209 2T, BERERELD [ 74+ —< V2 HE]
FEREROBMEA LB TIREEINAZ LD, EUKRBLWTHIHMZEEL2F230T
HAHZENEHINT.
IS, BMBICSHOBELERLT, BU0LLL). KHTHE, EUILE->TRitEh

5 [ 7+ =< NGl \ZOWTHITLTE&Z. LaL, FHEIEZIR (Hodgson, 1988) %
H#ALEEEF (Nelson & Winter, 1982) A58 3 2 RIBH K IC BT A BMOIEMFRE, REt,
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Japanese Multinationals in Europe, A Comparison of the Automobile and
Pharmaceutical Industries, The Location Strategy.

1 INTRODUCTION

Having recognised the uniqueness of the European economy under continuing European integration, the
next step is to start analysing the location of Japanese MNEs in Europe. The unique nature of the
European economy is not only social and cultural, but also has an institutional and dynamic character due
to the EU. This means that, since the locational conditions are continually changing, the adjustment and
adaptation to such changes is crucial for companies within Europe, irrespective of their nationality. As the
outsiders and relative newcomers, Japanese MNEs face the serious question of which European country
they should choose when establishing their subsidiaries in Europe. Once a subsidiary has been set up in
one country, it is not easy to move to another without creating friction with local and national
governments, the trade union and so on. For example, Ford and GM decided not to produce cars in the
UK from 2000, but still continue to manufacture components such as engines. This fact suggests the
difficulty of complete divestment. Thus, location is the first theme to be examined.

Here, we shall review the detailed questions to be examined concerning the location of Japanese MNEs.
Since previous work tends to deal with US cases, the first task is to confirm the locational pattern of
Japanese FDI into Europe. Then, the next important point is to examine both the manufacturing sites and
the non-manufacturing facilities. This approach can be justified by the fact that, although manufacturing
MNEs include non-manufacturing activities from R&D and sales-related business to regional
management within their own activities, few investigations have been conducted on these activities as a
comprehensive unit. Such fact-finding is the basis for further analysis on MNEs’ decision making
concerning location. The supply-side conditions will be considered as factors influencing the division of
labour within Europe and industrial agglomeration. Moreover, the factors highlighted by Porter’s
Diamond are also of interest concerning the locational decision.

This chapter takes the following structure, in order to investigate the location theme:- First,
consideration will be given to the locational pattern and the actual activities of Japanese auto and
pharmaceutical enterprises, as well as the factors determining the location (5.2). Then, the implication of

the findings for the previous literature will be considered (5.3). The concluding remarks will be given in

the final section (5.4).
2 LOCATION OF JAPANESE AUTOMOBILE AND PHARMACEUTICAL
MNES

The analysis on Japanese auto and pharmaceutical MNEs starts by confirming their locational pattern in
Europe. Four different facilities will be investigated, that is, R&D, production, sales-related operations
and the EHQ, since the summary of the previous literature highlighted the shortcomings especially in

respect of activities other than production. Indeed, none of the companies examined here possesses all
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four kinds of facilities, nor do the same facilities have the same importance even within the same
company. Nevertheless, the investigation both of manufacturing and non-manufacturing facilities will
extend our understanding.

2.1 Production Facilities

This subsection examines the production facilities of both the auto and pharmaceutical MNEs. The
production process can be the benchmark for the manufacturing industry, even if its importance varies
from one industrial sector to another. Chapter 4 showed that the automobile industry is a typical sector,
whose competitiveness relies a great deal on the production process. On the other hand, the
pharmaceutical industry is at the opposite extreme from the car industry. With this in mind, the locational
pattern of the factories of the car and drug MNEs can be analysed.

Figure 5.1 shows where three motor and four pharmaceutical MNEs set up their plants in Europe.
Some manufacturing facilities such as Toyota’s Portuguese and Czech plants, are not fully owned, but are
joint ventures. In both industries, each company possesses more than one factory within Europe, but the
competence allocated in each factory is slightly different for each, even within one company. For example,
all of the car MNEs’ UK plants are full-line assembly, while some of the continental factories supply the
parts for the UK and other plants. The novel medicines of the Japanese MNEs examined here are
produced or packaged mainly in Irish plants except in the case of Sankyo, but the continental plants tend
to be obtained through acquisition. This shows a tendency for concentration of the main plants in a certain
country in each industry: the UK for autos, and Ireland for the pharmaceutical industry. The
diversification of Toyota’s plants, however, becomes clearer from the late 1990s. Therefore, in seeking the
determinant factors for plant location, it is essential to assess both the tendency to concentrate plants at
the beginning, and also the later dimension towards diversification, especially in the case of automotive
MNEs.

First, it should be emphasised that the low-wage factor cannot fully explain the situation mentioned
above, as Table 5.1 suggests. The primary motive for Japanese car MNEs to invest in the EU is to avoid
trade friction and national import barriers through European production (Hudson, 1995; Sachwald,
1995a)." Note that the main Japanese factories for passenger cars tend to be concentrated in England, but
Toyota shows a new direction in expanding its facilities to the Continent. The UK has not always been a
cheap labour country among the European car-producing countries. The wage differential with, for
example, France or Italy is not so wide, while Spain provides a cheaper level than the UK. Furthermore,
the UK-based car industry lost its competitive edge in the 1970s as production halved.” This fact may
cause the Kojima model to be rejected. At the same time, Toyota’s diversification to France indicates the
limitations of both the product life-cycle model and the agglomeration hypothesis, while the
establishment of plants in Eastern Europe is likely to justify the product life-cycle model.

1. Concerning protectionism in Europe itself, see Mason (1994b) and Deutsch (1999).
2. The UK produced 1.9 million cars in 1972, its peak of production, but production declined to 0.9 million in 1984, when Nissan
decided to set up the plant. The data is from SMMT. See also, Whisler (1999).
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Table 5.1 Indices of hourly compensation costs for production workers in manufacturing (index:

US=100)

1985 1990 1995 1999
UK 48 85 80 86
W. Germany 74 148 184 140
France 58 107 116 94
Italy 59 117 94 86
Netherlands 67 121 142 125
Belgium 69 129 155 119
Portugal 12 25 31 -
Spain 36 76 75 63
Greece 28 45 53 -
Ireland 46 78 79 71
Japan 49 86 139 109
USA 100 100 100 100

Source: US Department of Labor, Bureau of Labor Statistics, September 2000.

On the other hand, Ireland is the preferred country of Japanese pharmaceutical MNEs for establishing
plants. The establishment of Irish plants seems to support both the agglomeration model and the
Vernon-Kojima model. The compensation costs in Ireland, however, are higher than those of the Iberian
countries or Greece (Table 5.1). Furthermore, since the production of medicine is not labour intensive, the
attractiveness of cheap labour is limited. In addition, the Japanese drug industry has never been troubled
with trade friction, unlike the case of the auto industry. Moreover, transport costs are minimal because the
size and weight of medicines are very small compared with their price. Thus, it might not be necessary to
establish a production site in Europe, but rather to export from Japan. In fact, Howells (1992) suggests
that the production and the supply of medicine should be considered from a global rather than from a
European perspective. Others such as Spilker (1994), however, insist on the merit of multi-production
sites for pharmaceutical companies. This is mainly explained by risk management considerations.
According to this view, it is natural for a company to establish its factory abroad for the purpose of
avoiding risk, rather than simply for a cheap labour site.

Consequently, the location of Japanese auto and pharmaceutical plants in Europe should be seen from a
wider perspective than the cheap labour factor. The location of car factories is determined by a
combination of the Porter’s Diamond factors, while the government factor is the most important for
pharmaceutical production sites. The analysis starts with a detailed investigation of the automobile MNEs,
followed by an examination of the pharmaceutical MNEs.

Even if a simple discussion regarding cheap labour is not appropriate, the factor concerning the

workforce should not be ignored, but rather assessed more carefully. The workforce can be a resource
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factor of Porter’s Diamond, and should be considered with respect to the transferability of the flexible
production system. This system requires certain conditions, and the UK offered favourable ones such as
language, industrial relations and the availability of middle managers. The flexible production system that
was developed in Japan requires all concerned parties, from the employees to the suppliers, to co-operate
with one another and contribute to raising productivity and improving quality (Womack et al., 1990). The
working practices in Japanese plants, however, were previously unfamiliar in other countries. The transfer
of the flexible production system was crucial, and close communication was necessary both in the factory
and with suppliers, in order to understand and carry out the working practices of Japanese MNEs, which
had little experience themselves of full-line assembly abroad. Thus, three Japanese auto MNEs in the UK
have their own supporting programme for the British suppliers, in order to satisfy the requirements of the
assembler (MILAN, 1992, 1996; NEDO, 1993; Foley et al., 1996).> Some trade unionists at different
Japanese car plants confirmed the close communication with the company through frequent discussion. In
addition, a Japanese MNE executive commented: ‘since we had had some experience of the car
production business in the USA, it is convenient to communicate in English’. Thus, one of the attractive
factors of the UK was its use of English, the first foreign language of the Japanese, which was a necessary
condition to transfer the flexible production system to abroad.

Industrial relations is one of the key factors for the success of car manufacturing, but it has had its
problems. Car manufacturing in the UK had deteriorated before the arrival of Japanese MNEs, and
industrial relations were a contributory factor (Church, 1994).* If Japanese car MNEs had passively
accepted the traditional industrial relations in the UK, they would certainly have failed in their British
venture. In fact, they actively pursued the establishment of co-operative relations between the company
and the workers (Wickens, 1987; Eastwood and Hunt, 1993; Ando, 1997). The single union agreement
with the Amalgamated Engineering Union, arbitration procedures, and frequent talks between managers
and employees through the company council are used to construct the basis for co-operation. Most of
these practices are common among the three Japanese automobile MNEs. The only exception is that
Honda does not recognise the trade union at all. Thus, industrial relations played a significant role, but
were not a given condition. Indeed, Japanese car MNEs are not the front runners in changing industrial
relations in the UK, but rather the followers after those in the electric and electronics equipment industry
(Dunning, 1986). Nevertheless, it is fair to say that Japanese auto MNEs had to construct a new style of
industrial relations independently, and they succeeded.

Another factor is the availability of middle managers with some experience in the car industry.
According to interviews with some trade unionists in the UK, the auto companies in general hesitate to

employ workers at the shop-floor level with experience in other car companies. This is mainly because of

3. See also, House of Commons, ‘Competitiveness of UK Manufacturing Industry’, Memorandum submitted by Nissan Motor
Manufacturing (UK) Ltd. (MC22), Memorandum submitted by Toyota Motor Manufacturing (UK) Ltd. (MC37).

4. On the other hand, Whisler (1999) maintains that the rigidity of the British car corporations and the national socio-economic
institutions are the fundamental reasons for the decline.
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the different working practices among the car companies. Middle managers, however, need some
experience to operate the subsidiary and the factory. In this respect, the UK had relatively abundant
resources with favourable terms for Japanese companies. The UK car industry had been performing badly
long before the arrival of the Japanese MNEs, and a restructuring process was already under way. Some
managers were not satisfied with the management of the companies in Britain,” and the job opportunities
offered by Japanese companies presented a good challenge to try a new management style. Indeed, an
interviewee at a Japanese plant in the UK expressed appreciation for the work by a British manager:

The managing director has been playing an extraordinary role in developing the corporate culture in this plant. He and

his British colleague have tried hard to eliminate the old British tradition of industrial relations, that is, ‘them and us’.

On the other hand, it was more difficult to find experienced managers on the Continent, since the situation
was not as bad as that of their British counterparts in the middle to late 1980s, when Japanese MNEs
invested in Europe. Thus, Japanese MNEs found it easier to employ resourceful management staff in the
UK than on the Continent.

The second factor of Porter’s Diamond, the existence of supporting industries, is somewhat ambivalent
in the UK, especially in the context of European integration. Indeed, the UK’s parts and components
industry has been relatively competitive compared to the assemblers (Bhaskar, 1979). However, the freer
internal market of the EU enables assemblers to be less dependent on British suppliers, and procure inputs
from a pan-European perspective (Amin and Smith, 1991). The local content requirement is not restricted
to British suppliers, but to those in the EU. In fact, the UK suppliers for Japanese car plants in the UK
account for between 50 per cent and 74 per cent of all European suppliers (Table 5.2). This fact suggests
that Japanese MNEs do not always have to rely solely on UK suppliers, but actively attempt to improve

the supply capacity through their own supporting schemes.

Table 5.2 Number of UK and European suppliers for Japanese car plants in the UK

UK Rest of Europe UK Share (%)
Nissan 131 71 649 -~
Honda 148 53 73.6
Toyota 105 105 50.0

Source: Derbyshire County Council (1996, p. 13).

The third factor concerns demand, which has not only quantitative but also qualitative features. The
UK market was the second largest European market for Japanese cars after Germany, due to the relatively
free market access compared with southern European countries. In addition, a large share of the UK
market was the fleet market, whose customers are not individuals but private companies, public

organisations and business users. Here, customers tend to prefer cars that are domestically made, or cars

5. Concerning this issue, Peter Wickens, the first personnel manager of Nissan Motor Manufacturing UK, told the Employment
Comnmittee, ‘there will be some organisations that take that short-sighted view; in my view it is the wrong long-term view for
British industry’ (Minutes of Evidence taken before the Employment Committee, 17 March 1993, p. 120, 537).
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made by companies that have UK production facilities (Rhys et al., 1995). Therefore, establishing a UK
plant can positively influence the UK market by appealing to the ‘Made in Britain’ sentiment.

Furthermore, the UK government provides favourable conditions for Japanese FDI. The government
attitude towards foreign business has long been relatively liberal (Strange, 1993). Although it regulated
local content above 80 per cent of the factory price, once this was achieved, the British government not
only approved Japanese cars made in England as ‘UK cars’, it also actively persuaded other EU member
states to accept them without national limits. This was quite different from the attitude of the French
government in the 1980s. When Fuji Heavy Industry (Subaru), another Japanese car manufacturer,
planned to set up a car plant in France in 1988, the French government was not supportive of the project
(Mason, 1994b).® Thus, government support made Britain more attractive than France or Italy for
Japanese car MNEs at that time (Lehmann, 1992), although the political environment in those countries
changed since the late 1990s, as we shall see below.

On the other hand, the concentration of the main plants in the pharmaceutical sector is mainly
explained by the government factor of Porter’s Diamond, that is, the generous tax system of Ireland. Note
that Irish labour costs were not as cheap as in the Iberian countries or Greece until the late 1980s, even if
it was expected in the early 1970s that Ireland would attract Japanese FDI because of the cheap labour
(Sekiguchi, 1979; Darby, 1997). Along with this, the less labour-intensive nature of drug production is not
so dependent on low wages. Needless to say, the demand factor of Ireland itself does not play a
significant role, due to the small size of the Irish economy. In spite of the concentration of pharmaceutical
FDI in Ireland, no interviewee at any Japanese drug MNE mentioned the importance of suppliers or
related industries. This might well be because of the technological conditions for drug production.
Therefore, the Irish factories are based rather on the generous tax incentives offered by Ireland. The
maximum corporate tax is just 10 per cent until 2010, while capital grants and other assistance can be
provided (O’Donnell, 1991; Emst & Young, 1992; Raines and Brown, 1999). This contributed to Ireland
absorbing more than 120 drug companies. Japanese MNEs are no exception here, and an interviewee
summarised the importance of the corporate tax as follows:

We have a plan not to return the profit in Ireland back to the parent in Japan, but rather to reinvest in Europe for the

expansion. Thus, the low level of the corporate tax is quite attractive to fully utilise the earnings in Europe.

Thus, the government factor played a crucial role in attracting Japanese pharmaceutical plants to Ireland,
rather than other factors such as resources or demand.

In addition to these common factors among MNEs in each industry, other elements can be specific to
the location decision of each MNE. The financial aid of £100 million, which contributed roughly 8 per
cent of the total investment cost of £1.2 billion, attracted Nissan’s investment in northern England, an area
approved for economic aid by the EU based on considerations of supporting a less-developed area (Aaron,

1999; Nissan Motor Manufacturing (UK) Ltd., 1999; Loewendahl, 2001). Before Nissan decided to invest

6. See also Nippon Keizai Shinbun (Japan Economic Journal), 10 September 1988, 15 November 1988, and 5 June 1989.
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in the UK, the objections from the trade union in Japan were based not only on the fear of job losses, but
also on the possibility of the failure of the British project and the subsequent burden of the loss on the
domestic business (Cusmano, 1989). Government aid still plays an important role in Nissan’s decision to
continue small car production in the UK.” Honda and Toyota did not rate government aid as highly as
Nissan, when they decided to make investments in the UK. Rather, Honda preferred a location based on
the proximity to the plants of the Rover group, with which Honda had enjoyed partnership relations since
1979 (Edwardes, 1983). Under this partnership, Honda supplied engines to Rover, while the latter
provided some components such as body panels from its Longbridge and Cowley plants. This, rather than
government aid, could contribute to cost efficiency for Honda.

Along with the common preference for locating pharmaceutical factories in Ireland, there were also
some differences among the three drug MNEs when making the locational decision. Yamanouchi set up
its Irish plant as the springboard for its own internationalisation in the future, and as the supply base for
the bulk of the American and European markets. In addition, it expected to diversify the risks caused by
stoppages in the plant in Japan. The establishment of Fujisawa’s plant in Ireland was influenced by the
consideration of utilising the resources of Klinge, the acquired German company, which already had an
Irish plant. Chapter 4 showed that Fujisawa suffered badly from its US operation in the early 1990s, and
this made Fujisawa more cost conscious. Its relatively small company size from a global standpoint also
led Fujisawa to utilise the acquired company’s resources. On the other hand, Takeda’s choice of an Irish
plant was partly a passive result of its own group operation. Greran Pharmaceutical, one of the Takeda’s
group companies and a generic medicine firm, originally started to build a factory for packaging new
medicines for the Japanese market in 1995, but marketing approval was not readily obtained and the Irish
plant had not operated at all. A forceful request from Greran persuaded Takeda to buy the facility in
Ireland, which packages products made by Takeda (Jihou, 1998, pp. 90-91).

The determinant factors for concentrating the auto and pharmaceutical plants in the UK and Ireland,
respectively, have been described above. But, Japanese car and pharmaceutical MNEs also possess
continental factories, and the reasons for such a situation should be elucidated. In the motor vehicle sector,
Toyota has aggressively pursued a continental orientation from the late 1990s, but the other two MNEs
are not as active as Toyota. Thus, the case of Toyota will be examined and compared with the others. The
pharmaceutical firms’ decisions are much more likely to be based on considerations over the relationship
with national governments than those concerning production costs.

Toyota changed its European strategy around the mid-1990s, and its French factory was expected to
play a strategic role. Toyota had long been satisfied with its status as a niche maker in Europe with a 2 to
3 per cent market share. After gaining high status in the US through local production and exports, as well
as because of more severe competition on a global scale, the European market became more important for

Toyota in the mid-1990s. This changed Toyota’s European strategy, which now aimed at being a main

7. Financial Times, 25 and 26 January 2001.
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player in the European market with a market share of at least 5 per cent (Toyota, 1998).

Establishing a second plant in France was the result of several factors. Toyota was not satisfied with the
performance of the UK plant according to its own standards, and wanted to have the sister plants in the
UK and France compete with each other. From the experience of the Kentucky factory, which has a
500,000-unit capacity, the expansion of the UK plant was judged to exceed efficient management. At the
same time, the concentration of production in a single location means the concentration of risks, including
exchange rate volatility, especially in the context of the uncertainty of the UK’s membership in the EMU.
From the viewpoint of marketing, establishing a factory in France could positively influence sales in
southern Europe, where the presence of Toyota is weak. Even if the fleet market is not as important in
southern Europe as in the UK, market presence positively affects people’s mindset. Toyota itself expects
that psychological factor to work. The objection against Japan from the French elite including politicians
had become much weaker, while French rural areas such as Valenciennes warmly welcomed Toyota
(DATAR, 1997). Furthermore, through its tour of the potential sites and discussions with the local people,
Toyota came to recognise that France has its own flexibility of labour management.® In addition,
transplanting the flexible production system could be achieved with assistance not only from Japan, but
also from the British plant.” The Valenciennes location was desirable because of the good transportation
links through the Eurotunnel for conveying the engines produced at the Shotton plant in the UK, which is
currently the only source of Toyota’s engines in Europe.

Along with the enlargement of the EU, and the growth potential, the diversification of Toyota’s
continental plants points towards Poland and Czech Republic. This seems to follow the Vernon-Kojima
model, with the difference that Toyota owns the UK and French plants, and has expanded its capacity in
Europe, rather than relocating plants from high- to low-wage countries. Toyota’s aggressive strategy of
diversifying European plants follows the example of US automobile MNEs (Maxcy, 1981; Dassbach,
1989).

At first glance, Toyota seems to offer an exceptional case for diversification, but an in-depth analysis of
Nissan and Honda clarifies the reason for the difference. The answer is the less favourable performance of
the last two, both in the parent company and in the European market. Nissan’s European operation has not
been as favourable as that in the UK, due to the poor performance of the Spanish subsidiary for the 15
years since 1980, when Nissan started to participate in its management (Keller, 1993; Shirai, 1994).
Furthermore, in the 1990s Nissan as a whole had the worst performance of its own history since 1933. As
a result, Nissan received a capital injection from Renault, the French car assembler, in March 1999, and
started restructuring its entire business from October, a process known as the ‘Nissan Revival Plan’

(Nippon Keizai Shinbunsha, 2000). Indeed, after exhaustive investigations and negotiations with the

8. An interviewee at Toyota pointed out examples such as using part-time workers, and changing the working shift between two
and three along with the demand cycle in a year. Concerning the difference of the managerial practice in Europe, see Lane
(1989).

9. Financial Times, 30 June 2000.
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British government, the trade union and Renault, Nissan decided to continue its three-line production in
the UK with 500,000-unit capacity. This decision was reportedly based on government aid, promises from
the trade union to raise productivity including instituting a night shift, and higher procurement from the
Continent. '* In addition, the capital participation by Renault changed the possibility of plant
diversification in Europe, and an interviewee explained this point as follows:

Now, we are consolidating the European operation based on profitability, and have enough capacity to fulfil the demand

for Nissan cars. There is no need to expand the plants at the moment. If we can increase the sales both in Western and

Eastern Europe in the future, then we will be able to use the facilities of Renault around Europe.

Honda does much better than Nissan in the US and domestic markets, but sales in Europe, with some 2
per cent of the market share, restricted its strategic choices. Honda’s sales in Europe reached 180,000
units in 2002, a figure that was much smaller than those of Nissan with 353,000 units, and of Toyota with
627,000 units (SMMT, 2003). The sales figure is also less than the full capacity of the Swindon plant,
some 250,000 units per year. Therefore, Honda has been exporting some cars made in the UK to the US,
so that the Swindon plant can maintain its capacity utilisation level. Its present performance does not
permit a diversification strategy, but Honda needs to raise its sales in Europe. If sales in Europe increased,
there may well be a possibility that Honda could establish a second factory. In that case, one of the
possibilities is a continental plant, as well as the expansion of capacity in the UK. Thus, the continental
orientation in Europe can be a strategic alternative for Japanese car MNEs to plant concentration in the
UK, but each company’s situation may well affect how it makes the choice.

On the other hand, the continental orientation by Japanese pharmaceutical MNEs was based on other
considerations. The plants other than the Irish ones for Sankyo, Fujisawa and Yamanouchi were the
consequence of the acquisition of Luitpold, Klinge and the pharmaceutical division of Royal Giest
Brocades, Brocades Pharma, respectively. From a purely economic point of view the concentration of the
production facilities could achieve economies of scale, but maintaining plants on the Continent is likely to
be based on political considerations. Despite the integration of new drug approval at the European level,
the prescription drug price in each country is still set by the national government. It is said that the
existence of any facility of the company concerned tends to ensure a preferable price decision (Chaudhry
and Dacin, 1997; European Commission, 1997a). Thus, it was necessary for the three MNEs to retain the
facilities, so that they can maintain good relationships with the national governments. Since Sankyo did
not possess its own marketing subsidiary in France until 2002, it is appropriate to exclude the French
plant from this consideration, because the French market is the second largest in Europe.

This subsection has described the concentration of car plants in the UK and pharmaceutical plants in
Ireland, and suggests a continental orientation. This leads to some interesting points. First, the choice of
the UK is not based on a simple low-wage consideration but on more complicated factors. Second,

diversification is not an irrational choice even within an integrated Europe. Here, both the government

10. Financial Times, 31 July 2000, 28 August 2000, 29 September 2000, 17 October 2000 and 26and 26 January 2001.
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factor and the change of government attitude towards the inward FDI play a significant part. Third,
company-specific factors such as the performance of the company, the strategy towards Europe and
internationalisation, and the relationship with the internal and external partners are crucial for the location
of the manufacturing facilities.

2.2 Sales-related Facilities

Products manufactured in the plants have to be distributed to customers. Because of the products’
characteristics, the post-factory business is quite important for both the auto and the drug industries. Since
this is also true for foreign operations, Japanese MNEs became deeply involved in the post-factory
process.!’ This subsection will examine this aspect with regard to both the car and pharmaceutical
MNEs.

Figure 5.2a summarises the location of the sales-related business of Japanese auto MNEs in Europe, '
while the location of the pharmaceutical subsidiaries is shown in Figure 5.2b. The actual businesses of
these subsidiaries differ slightly between the industries. The car MNEs established national distributors,
as well as warehouses. The former exclusively import the cars concerned, set up the dealer network for
the cars of the contracted assembler, organise the training for the services provided by the dealers and
garages, and so on. The latter is the logistic centre for cars, parts and components for the national
distributors or the dealers and garages. The subsidiaries of the pharmaceutical companies deal with the
marketing activities, which have a unique importance as mentioned in Chapter 4. The very small
transportation cost of medicines, however, makes logistic facilities unnecessary. At the same time, a
common tendency can be recognised, that is, the diversified locations at each company level among the
four different facilities examined. This seems unreasonable in the context of European integration, which
has been promoting market integration. At the same time, a precise investigation makes clear the
differences in the diversification among the companies. For example, Takeda owns the least subsidiaries,
whereas Honda and Yamanouchi extended their sales-related facilities considerably. Nevertheless, the
establishment of warehouses is common among the car MNEs, while Nissan and Toyota have made rapid
progress, Honda does not have widespread facilities. Thus, the diversification tendency in the context of
European integration should be examined, while the differences among MNEs should also be considered.

The wide spread of fully or partly controlled sales-related subsidiaries in Europe suggests that the
integration level of the European market is not the same as a national market such as that found in the US,
and that some industry-specific factors also have an influence. Because of the operational content of
national car distributors, it is natural for the location to be affected by demand factors. Note that there
could be two different aspects of demand factors, that is, the quantitative and qualitative aspects. The fact
that all Japanese car MNEs established national distributors in the big countries in the EU such as

Germany or France indicates the significance of the domestic market even in the context of the

11. All activities concerning post-factory business activities including distribution are referred to here as sales-related operations.
12. Some of the facilities in the figure are not independent subsidiaries specialising in sales- related operations, but are involved in
other subsidiaries. For example, the warehouses in the UK tend to be part of the manufacturing subsidiary.
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development of the SEM." The demand size of the national market is more significant in the
pharmaceutical industry, since the EU is responsible for the integration of the new drug approval
procedure, but not the national healthcare system. Thus, all four pharmaceutical MNEs own sales-related
subsidiaries in large countries.

At the same time, the qualitative aspect of demand had a more significant impact on the diversified
location of Japanese MNEs. In spite of European integration, the car and pharmaceutical markets in the
EU are still segmented by regulatory and natural obstacles, as we saw in Chapter 4. In the car industry,
the regulatory factor consists of the import quota on Japanese cars agreed upon between the European
Commission and MITI, the block exemption of car dealerships, the approval of the national assistance
scheme for environmental purposes, and so on (Deutsch, 1999; Mason, 1994b; Mattoo and Mavroidis,
1995). The national healthcare system can be different from one country to another in Europe, and close
contact with the central authority is important for drug firms (Corstjens, 1991; Chaudhry et al., 1994).
The natural obstacles in the motor vehicle market include the difference in national preferences for car
size, accessory specifications, customers’ purchasing behaviour and so on (Mullineux, 1995; Rhys et al.
1995). Some of these were constructed in the process of motorisation in the country concerned, while
others are influenced by natural and environmental factors. The prevalent illnesses, the preferred
information concerning drugs, the ethnic groups, competing medicines and so forth are different among
European countries, as seen in Chapter 4. The detailed communication with concerned parties such as
doctors and physicians is crucial for the sales of medicine in each country. Moreover, such qualitative
features of national markets can change, and MNEs have to adapt to them as quickly as possible. In order
to maintain and establish a company presence in each market, the establishment of their own sales
network becomes more and more crucial. Mullineux (1995, p.11) comments that the national car
distributor was ‘the public face of the manufacturer’. On the other hand, Chaudhry and Dacin (1997, p.
688) reported the response from the managers as ‘a reactive response to the changing pharmaceutical
marketplace’, and this may justify the diversification of the sales-related subsidiaries. This diversification
at each company does not mean that all MNEs follow the same pattern. Some cover a wide spread of
countries, others are relatively concentrated in a small number of big countries. Despite the tendency to
prefer big markets, there are some differences among the three car MNEs, especially with regard to
warchouse establishment. The marketing subsidiaries of the four pharmaceutical MNEs are allocated
differently from one MNE to another. The difference found in the location of sales-related subsidiaries
including the logistic centre can be explained by a combination of factors: the existing resources, sales in
Europe and the European strategy. The widest coverage of Honda’s own national distributors was based
on the existing facilities for the motorcycle sales subsidiaries, which were set up much earlier than those

of the car distributors. At the same time, the location of the logistic centre represented an upgrading from

13. The different timing of establishing the national distributors even among the big countries in Europe should be considered along
with the entry mode, and this will be done in Chapter 6.
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the existing facilities for distribution or as the site for the production facilities. The former can be
typically found in Nissan and Honda on the Continent, the latter are those in the UK and Nissan’s
Barcelona logistic centre, where the commercial vehicle plant is located. All of these were located at a
place that had good infrastructure for transportation, and this suggests that the business contents influence
the location. At the same time, under the SEM the logistic centre can cover markets across national
borders, thus reducing considerably the delay in distribution attributable to customs. An interviewee
emphasised this point as follows:

The transportation of cars and components crossing national borders within the EU is very smooth. This enables us to

depend on the components procured from abroad for the UK plant, and to deliver the cars very efficiently.

On the other hand, the sales volume and the company strategy towards Europe also affected the
locational pattern. Honda’s car sales in Europe are the smallest among the three auto MNEs, and that
limited Honda to establishing only one logistic facility as was the case for its manufacturing sites. The
opposite can be said in the case of Nissan, which sells some half a million cars a year, and aims to
improve its competitive edge through the logistic centres. At first, Toyota dragged its feet on this issue,
despite having a similar volume of sales as Nissan. Until 2000, it possessed only one car warehouse in the
UK, and a components warehouse in Belgium. This is mainly because Toyota had not considered the
European market to be as significant as Japan and the US, and had hesitated to make a full commitment.
However, the establishment of the French plant indicates a change in Toyota’s European strategy, and the
European sales-related operation has become more important. Thus, it now has more warehouses on the
Continent, and adopts the same strategy as Nissan.

Wider coverage by the sales-related subsidiaries can be seen in the pharmaceutical sector, and this was
influenced by the entry mode and the strategy towards the European market. Under the different national
healthcare systems, the pharmaceutical companies can set up sales-related subsidiaries in the country they
are targeting within Europe or license out to the local marketers. The self-marketing has a double effect
on European business. That is, it can earn a higher margin than licensing out, while the costs for
maintaining the subsidiaries may also be high. The latter consideration would be especially serious under
a situation where the introduction of a new drug may not proceed smoothly, or the sales of a drug may be
lower than predicted. Therefore, the degree of diversification of the marketing subsidiaries within Europe
reflected the marketing strategy of Japanese drug MNEs. The large market orientation can be found in
Takeda, while the other three pursued widespread operations. In view of the combined size of big
countries, Takeda is satisfied with its concentration strategy. One interviewee commented:

The share of the four countries [Germany, France, Italy and the UK] for Takeda is between 60 and 70 per cent of its

sales in Europe. The extension of its own subsidiaries to other countries could only contribute to a marginal growth of

sales. The only exception is Spain, in which Takeda will establish its own stake in the future.

Widespread orientation was possible through the acquisition of local firms by the other three drug

MNEs. The acquisition of Brocades Pharma by Yamanouchi in 1991 brought it extensive subsidiaries in
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Europe, since Brocades Pharma already had a wide marketing network. Sankyo also adopted the same
strategy to establish a marketing network in Europe, through acquisition of the German company,
Luitpold. There was a notable lack of marketing by Sankyo in France until 2002, mainly due to the
problem of side-effects from its own drug, Noscal. Sales of Noscal were halted in 1997, and Sankyo
modified the extension of its sales facility. On the other hand, in spite of its relatively small turnover
among the four, Fujisawa also adopted the same strategy as Yamanouchi and Sankyo. The acquisition of
the German firm, Klinge, enabled Fujisawa to set up a base in German-speaking countries, but the
character of Fujisawa’s own novel drug Prograf, an immunosuppressant, can explain the expansion of the
marketing network. Because of its unique and special usage for patients who have received a transplant,
the marketing activities are limited to a few medical facilities in a country, such as big hospitals that can
conduct a transplant operation and treat such patients. The more subsidiaries a company possesses, the
larger is its turnover. This is the consideration of the above three companies, and the acquisition of a local
firm with a sales network in Europe is the method to realise such a strategy. The success and character of
novel medicines, however, heavily influenced the strategy of each company.

This subsection has recognised the diversification of the sales-related subsidiaries in Europe, and
analysed the determinant factors. The common features between the two industries suggest the limits of
European integration, the importance of national market size and the qualitative differences among
European countries. In other words, the demand factor of Porter’s Diamond can be confirmed on both
quantitative and qualitative aspects. At the same time, some differences indicate other influential factors.
The car MNEs aimed to reap the benefit of the SEM through their warehouses. The difference between
Takeda and the other three MNEs in the pharmaceutical sector, on the other hand, points to the entry
mode and company strategy as the significant factors.'* In addition, company-specific factors can be
identified here, and play an important role in explaining the differences between MNEs.

5.2.3 R&D Facilities

R&D is crucial to determine the competitiveness of a company. A great deal of research identifies the
internationalisation of R&D, which leads to the widespread locational pattern (Howells, 1990; Odagiri
and Yasuda, 1997; Pearce, 1997). At the same time, R&D includes a broad category of activities such as
basic research, the adjustment of basic products to local requirements, scanning local technology and
information, and so forth (Pearce, 1992). Needless to say, the R&D facility is the most concerned with
‘knowledge-seeking’ investment. This subsection will investigate the pattern and determinant factors for
Japanese car and pharmaceutical R&D sites in Europe.

Figure 5.3 shows the locational pattern and the activities of the R&D facilities of both Japanese car and
pharmaceutical MNEs."* As with the manufacturing and sales-related facilities, there are similarities and

differences between the two industries and among the MNEs. As a general tendency, the MNEs examined

14. The entry mode and the effect of the timing will be discussed in Chapter 6.
15. Toyota owns the R&D centre for the Formula One Race in Germany. However, it was established for completely different
reasons and strategy from its other European operations, and it was excluded from the research.
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here preferred big countries like Germany and the UK for the R&D location with some exceptions, such
as those of Toyota and Nissan in Belgium and that of Yamanouchi in the Netherlands. The present R&D
activities of Japanese car MNEs are categorised into three main fields: the adjustment of the basic model
and the verification of parts and components procured locally; the collection of data and information
concerning technical regulations, legal requirements and so forth; and the designing of new models in
Europe. On the other hand, medical R&D is roughly divided into three main parts: basic research,
pre-clinical testing and clinical testing, although Japanese drug MNEs conduct their European R&D
activities in the first and third areas. Pre-clinical testing such as animal tests is excluded from European
R&D, due to its scientific and experimental nature. Basic research is crucial for inventing new drugs, but
only Fujisawa among the four conduct it in the UK. Indeed, Yamanouchi was the first Japanese
pharmaceutical MNE to site a basic research laboratory in Europe in 1990, but this facility was closed
down in 2002. At the same time, the clinical development facilities are concentrated in one or two
countries at each company level. From the above comments the question to be asked is what kind of
‘knowledge’, as well as other influencing factors, attracted Japanese car and drug R&D facilities?

The description of the locational pattern of Japanese R&D sites in Europe should be explained along
with their actual activities, since the different activities naturally require different ‘knowledge’, and other
factors (Cantwell et al., 2001). In spite of the difference between the two industries, talented human
resources are an important factor for attracting the R&D that will decide the competitiveness of Japanese
companies in Europe. This can be confirmed in the design studio for the motor vehicle MNEs, and in the
basic research laboratory in the pharmaceutical sector.

Even if the size of the car design studio is small, its strategic importance is crucial. Because
automobiles sometimes reflect the status or lifestyle of the owner in Europe, the appearance of a car is
one of the most important factors in the customer’s decision-making. In addition, since customers’ tastes
in Europe are different from those in Japan, the design of the basic model developed in Japan is not
always acceptable in Europe. Further, Europeans do not clearly distinguish one Japanese car company
from another, and they often do not refer to a model as a ‘Honda car’, for example, but as a ‘Japanese car’.
This is quite disadvantageous for non-price competition (Gibson, 1999; Harada, 2000). A managing
director commented:

It is often said in Europe that Japanese cars are very reliable and relatively cheap. This assessment may well be quite

favourable for our cars. But some say that Japanese cars are ‘pensioners’ cars’, and this means that our cars lack

something other than the reliability and the price. Cars designed to appeal to European customers may be the answer to

this question.

In order to improve the competitive edge in car design, Japanese MNEs have to adapt the basic models
to European taste. A design studio is established to acquire talented designers, and to obtain ‘knowledge’

about suitable designs. Nissan and Honda looked to Germany to provide such creative resources, although
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Nissan relocated its design centre from Munich to London in 2003.' On the other hand, Toyota
recognised southern France as the appropriate site (Nikkei Business, 2000b). In addition, the market each
company targets positively influenced the locational decision. Germany is the largest market in Europe,
while France is one of the most important markets for Japanese car companies that has not been fully
cultivated due to protectionism, especially in the 1980s. In order to collaborate with the R&D centre in
Cranfield, UK, and to avoid the duplication with Renault, Nissan chose London for its design studio
relocated from Munich. The different emphasis on these big markets at each auto MNE explains the
different location of the design studio among the three.

Like car companies, some of Japanese pharmaceutical MNEs also established R&D facilities in Europe
to supplement their own weaknesses. The basic research laboratory contributes to this aim, though with
differences among the four. Yamanouchi and Fujisawa selected the UK for the basic research location,
although the former closed its basic research laboratory in Oxford in 2002. On the other hand, Takeda and
Sankyo did not establish such a facility at all. This situation makes clear their strategy for technology
sourcing. That is, Yamanouchi and Fujisawa actively seek to gain medical scientific ‘knowledge’
independently, while Sankyo and Takeda hesitate to fully commit in Europe.

Japanese pharmaceutical MNEs aim to supplement their capacity with the introduction of ‘knowledge’
from abroad. Basic research to investigate novel drugs is still lower in Japan than in Europe and the US,
as the small number of Japanese-origin medicines in the world market ranking suggests.!” Both
Yamanouchi and Fujisawa have been trying to fill the gap in their own research capacity in Japan through
establishing basic research sites in the UK. Since the UK is one of the most advanced countries in
blockbuster drug invention in the world from the standard of sales per drug, with a relatively smaller
number of new chemical entities introduced than in the US or continental European countries (Howells
and Neary, 1995; Turner et al., 1997), it was natural to choose the UK for basic research.

The actual locations of Yamanouchi and Fujisawa were far apart, but they shared a common factor: that
is, the proximity to a university. In spite of the closure, it is worthwhile examining why Yamanouchi
established a basic research laboratory.'® The laboratory was located in Oxford, and it was based on the
profit raised from its Irish plant. Oxford was selected from several candidate places by the director
himself, based on the availability of the land, preparation of the existing building, proximity to the
colleges in Oxford and so forth. The close communication and exchange of information with the
university laboratories contribute to improving the research capacity.

Fujisawa’s facility for basic research, Fujisawa Institute of Neuroscience in Edinburgh (FINE), the
sponsored laboratory at Edinburgh University, was established in 1992. Edinburgh University was

selected for its accumulation of research in the area of neuroscience, the area that Fujisawa wished to

16. The relocation of Nissan’s design centre will be considered in Chapter 6 in the context of the internationalisation process.

17.1n the best 20 products in 1996, only Mevalotin of Sankyo and Gaster of Yamanouchi are ranked in at sixth and eleventh,
respectively (Scrip, 1999, p.129).

18. The reason for the closure will be examined in Chapter 6.
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develop. In order to strengthen its research basis financially and scientifically, the university was also
keen to secure a contract with Fujisawa. The chairman of the institute commented:

When Fujisawa’s feasibility study team visited Scotland, I met them and put the case for Edinburgh University. I had

already visited Japan, and have met some Japanese scientists at the top universities in Japan. Fujisawa seemed to

appreciate not only the plan I presented, but also our network with other scientists including Japanese ones.
Fujisawa has good access to academics, since the facility is on the university campus. Thus, the interests
of both sides were in tune, although we cannot ignore the university’s active approach.'’

On the other hand, Takeda and Sankyo did not establish a basic research facility in Europe, but
preferred co-operation with foreign partners over the short or medium term. For example, Takeda secured
a research agreement with SmithKline Beecham, the UK drug company,”® while Sankyo allied with the
Medical Research Council, a public research institute in London (Sankyo, 2000). This was based on their
strategy to concentrate basic research in Japan. The strong capacity in basic research at Takeda justified
this approach. Takeda filed 1,139 patents between 1980 and 1996 in Japan, and was the only Japanese
pharmaceutical company to file more than 1,000 patents (JPMA, 1997, p. 1-45). Sankyo introduced a
series of blockbuster drugs from the late 1980s, such as Mevalotin, the medicine for lipemia, which were
developed by its research laboratory in Japan and contributed to the sales growth. The strong capacity of
Takeda and Sankyo in Japan might well make them hesitate to establish their own facilities, and they rely
on co-operation with foreign partners to source the scientific medical ‘knowledge’ abroad.

The other R&D facilities are mainly concerned with collecting the ‘knowledge’ necessary for
introducing products to the European market. Some of these are required as regulatory matters, others for
the purpose of efficiency. The regulatory knowledge in the auto industry includes technical standards,
environmental regulation, government support for the industry and so on. Along with the development of
the EU, it was justified for Toyota and Nissan to possess facilities for such a purpose. One interviewee at
Honda considered that ‘since the regulations, technical standafds and so on in Germany are the highest in
Europe, the cars satisfying German requirements can easily be accepted in other European countries’. As
a result, Honda sited its information collecting facility in Germany. The different weight onr knowledge
influenced the locational pattern of this type of R&D facility, and the knowledge here is closely
concerned with the governmental factor.

At the same time, the efficient supply of cars needs another kind of knowledge. The R&D sites of
Honda and Nissan in the UK, that of Nissan in Spain, and that of Toyota in Belgium are allocated this
kind of role. The flexible production system relies not only on the flexible and high level of working
practice in the plant, but also on the supply of high quality parts and components. The initial selection of
the suppliers is crucial for smooth production on the assembly line, while the continuous improvement of

suppliers is another requirement of Japanese companies. In order to maintain close communication with

19. There is another similar case, Eisai, a Japanese pharmaceutical company, has a basic research facility on the University College
London campus. The proximity to the university laboratory could be the reason for the locational decision.
20. The information is from Takeda’s company brochure.
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the manufacturing process, the R&D facilities should be located near the factory. Toyota formerly
possessed the parts and components evaluation facility at the UK Burnaston plant. Along with plant
diversification, however, Toyota relocated to Brussels. This facility evaluates all parts and components for
European plants, and adjusts the basic model of cars, if necessary. In other words, the determinant factor
in this case was not a host-country-specific one, but rather the proximity to the facility or the contents of
the development operation.

Because the products closely concern human health and life itself, the knowledge necessary for legally
approved marketing is more important for the pharmaceutical MNEs than for any other industry. All four
MNESs possess their own development facilities, so that they can collect the necessary clinical test data for
new drug approval in Europe. There are two important findings regarding the location issue in the context
of European integration. The first is that, despite the different conditions for clinical tests in Europe
shown in Chapter 4, two favourable factors, that is, the SEM and the CRO, enabled Japanese
pharmaceutical MNEs to concentrate their clinical research sites in one location. The second is that the
establishment of the EMEA in London significantly influenced the location. These points will be
examined in turn.

The SEM integrated the new drug approval system, and pharmaceutical companies can choose the
central system or the mutual recognition system (Thompson, 1994; Abraham and Lewis, 2003). The great
advance is that clinical data, which are collected and used for filing for marketing authorisation in one
country, can also be used in another. Before the SEM, Takeda and Sankyo oriented towards big countries
like Germany for clinical research mainly because of the demand size factor. Takeda originally started
R&D in Hamburg (Takeda, 1983), and established an R&D centre in Frankfurt in 1988. However, the
centre was moved to London in 1998. Sankyo’s clinical research site was established in 1985, also before
the start of the SEM (Sankyo, 2000). The SEM, however, enabled the development and authorisation of
new drugs for the European market in a small country like the Netherlands, where Yamanouchi possesses
a large R&D facility inherited from the acquired company, by mutual recognition. Therefore, it was
rational for Yamanouchi to utilise and expand the resources of the acquired company in the Netherlands.
Fujisawa’s clinical centre in Germany was based on the same consideration as Yamanouchi’s utilisation of
the acquired company’s resources, though Fujisawa did not fully integrate the acquired company until
2002. The knowledge for new drug development can and should be gathered and utilised from a
pan-European perspective rather than from national market considerations. Since the SEM improved the
knowledge utility and influenced the location of the clinical test facility, the entry timing also played a
crucial role in the decision.”’

At the same time, each Japanese pharmaceutical MNE concentrates clinical research in one facility,
despite the diversified conditions in Europe. The natural disintegration of clinical test conditions in

Europe, as we saw in Chapter 4, did not lead drug development subsidiaries to adopt a pattern similar to

21. The implication of the entry timing will be looked at in depth in Chapter 6.
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that found for sales-related activities. This can be explained by the availability of CROs, and closely
concerns Porter’s supporting industry factor. Using CROs enables locational concentration of drug
MNESs’ R&D sites. Since CROs actually conduct the clinical tests for the pharmaceutical companies, the
latter do not have to conduct tests themselves. Moreover, the coverage of the CRO is not restricted within
the country of origin, and some provide cross-border coverage. Even if one CRO does not cover all the
target countries, the drug company merely arranges contracts with two or more CROs to carry out clinical
tests in the main markets. Therefore, Japanese pharmaceutical MNEs can concentrate their own R&D
facilities in one country, and put together the appropriate portfolio of contracts with CROs. Thus,
Japanese MNEs can make huge savings on the investment costs of the R&D facility and staff. A top
director of a Japanese R&D centre in Europe commented: ‘because of the availability of CROs, the
number of staff is one twelfth for the same amount of clinical tests in Europe than in Japan’. Thus, the
CRO is the main reason for Japanese MNE:s to invest and concentrate R&D facilities in Europe.

Following the establishment of the EMEA, a consequence of European integration in the
pharmaceutical industry, London attracted the interest of Japanese pharmaceutical MNEs. Filing a new
drug application is not the end of the procedure, but the beginning of a lengthy examination taking from
six months to two or three years. In this process, a pharmaceutical company would often be required by
the central authority to supplement the data on efficacy, side-effects and so on. In addition, since the
EMEA is a relatively new body, its ability to smoothly approve new chemical agents as new medicines is
not fully appreciated. Thus, the pharmaceutical companies need to be in close proximity to the body itself,
in addition to responding to requests from the EMEA. Takeda is a step ahead, having moved its R&D
centre from Frankfurt to London in 1998. Sankyo also established an information collecting office in
London, though its limited competence can be explained by the failure of Noscal in Europe. Fujisawa and
Yamanouchi do not appear to have taken any concrete action in response to the EMEA, because both of
them already possessed subsidiaries in or near London, and also because both companies prefer the
mutual recognition procedure rather than the central one under the EMEA. Further, Yamanouchi has little
difficulty with the distance from the Netherlands, since it takes only about two hours to travel between
London and Leiderdorp, where its R&D centre is located. Thus, as with the auto MNEs, the
pharmaceutical firms also intend to follow the development of European integration.

The FDI for the R&D facilities in Europe was an important knowledge-seeking investment for both
industries and was divided into two main parts: FDI to supplement companies’ own weaknesses, and FDI
to gain the knowledge necessary to appropriately and/or efficiently supply the European market. Indeed,
the national conditions for R&D are different among European countries, as are the national markets, but
the concentration and allocation of R&D sites as a part of the company strategy can be recognised. Thus,
European integration as well as entry timing have some impact on the decision making by Japanese
MNEs.

2.4 European Headquarters
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One of the well-known development patterns of MNEs is to manage their operations regionally (Stopford
and Wells, 1972). The establishment of a regional headquarters typically fits this pattern. Along with
increasing the commitment in Europe, all of the Japanese companies examined with
the exception of Takeda followed this path in Europe. The location of the European headquarters (EHQ),
however, is completely different for each company. This subsection looks at the EHQ location and the
reasons for site selection.

In spite of the fact that all Japanese car MNEs have their own EHQs, the locations are completely
different among the three, while the EHQs of the pharmaceutical MNEs are in Germany or the UK
(Figure 5.4). On the other hand, Takeda does not have an EHQ at all. It is quite natural for the EHQ of
each MNE to be sited in only one place, because of the competence given from the parent in Japan to
manage the European operation. The figure shows some features of the locational pattern, such as the
diversification among the six establishing an EHQ, the general tendency towards the continent, which
differs from the production facilities, the division of the preference between large and small countries in
Europe, and so on. Chapter 7 will detail how the EHQs supervise the operation not from a national, but
from a European perspective. Each MNE decided the location of its EHQ to effectively conduct this
central role. The next step here is to investigate the determinant factors for the location.

The managerial importance of the EHQ requires two factors irrespective of the industry: good
infrastructure, and the availability of high-quality local staff. For the purpose of supervising the European
operation, the EHQ has to communicate closely with the national subsidiaries. The progress of
information technology can improve the communication between the EHQ and the subsidiaries, but
face-to-face contact is still important for co-operation and co-ordination. In fact, one interview was
conducted on the occasion of the interviewee’s visit from the EHQ to the plant for a business meeting, not
at the EHQ office. According to the interviewee, ‘this kind of plant or other subsidiary visit from the EHQ
was not an exceptional case, but quite normal business practice’. De Meyer (1989) reported the case of
Ford, which operated its own planes for twice daily flights between the UK and Germany in order to keep
in close touch with its two main subsidiaries in Europe. This confirms that the importance of face-to-face
communication is true not only for Japanese MNEs, but also for other MNEs. As a natural consequence of
this consideration, all six EHQs are located in or near a national capital (London, Paris and Brussels) or a
big city (Munich), and can enjoy good infrastructure such as a large international airport and highway
access.

The local staff are also an important consideration for the locational decision. Here, all of the MNEs
selected the site for the EHQ to utilise existing resources. The three auto companies had already had, to
some extent, business experience in the EHQ location. For example, Nissan had formerly operated a
logistics business in Amsterdam, in which Nissan first set up its own EHQ, although it subsequently
moved the EHQ to the present location near Paris in 2003. Toyota ran a branch office in Brussels from

1969 which accumulated know-how and information on European markets (Toyota, 1987, p. 472). It is
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quite usual for MNEs with little experience in international business, such as Japanese pharmaceutical
MNEs, to depend on local staff with much more experience in Europe than their Japanese counterparts.
Note that the human resources employed to conduct the EHQ operation were often taken over from the
acquired company, and this dictated to the location of the EHQ. For example, Fujisawa could not fully
integrate the acquired company until 2002, but it still succeeded in transferring some local staff to
establish an EHQ in Munich. In this sense, the location of the EHQ in the pharmaceutical sector was also
heavily influenced by the entry mode. On the other hand, Yamanouchi formerly conducted its strategic
decision making EHQ operation in Leiderdorp, where the acquired company was located, but later
relocated to London, whose attractiveness lies in the availability of external resources such as
management consultants. At the same time, the different preferences of large and small countries should
be considered. This is an especially serious question in the automobile industry, since the division among
the pharmaceutical companies can be partly explained by the different locations of the acquired company.
Nissan and Toyota prefer a small country location, while Honda prefers a large country. Since Nissan was
aware of a big difference between Britain and the Continent, it wanted to avoid the bias of the
appreciation of the European economy and the development of European integration. Further, the larger
continental countries were thought to hold some prejudice concerning the relationship between their own
domestic market and the European market as a whole. Thus, Nissan opted for the Netherlands. Later,
Nissan relocated its EHQ near Paris, but this can be explained by its need to maintain close
communication with Renault, which possesses a 44.5 per cent share in Nissan. On the other hand, Honda
made a different assessment of the relationship between the manufacturing site and the EHQ: the
proximity of the plant and market was the most important factor for Honda to locate its EHQ in the UK.
This can be confirmed by the other business divisions, that is, motorcycles and power equipment products.
The motorcycle division in the EHQ was shifted from the UK to Italy, while that of power equipment
products was relocated to France. Italy and France are the main markets for Honda’s motorcycles and
power equipment, respectively. This investigation suggests that in spite of the different locations, the
EHQ was established on the basis of its role in Europe, which is supervising the national subsidiaries and
European operation as a whole. Good infrastructure and the possibility of fully utilising its own human
resources were the main factors common to both industries. Further examination, however, made clear the
significance of the entry mode for the pharmaceutical MNEs, while the assessment of the relationship
between the production and market affected the decision of car MNEs.

3 IMPLICATIONS FOR THE PREVIOUS LITERATURE

The previous section looked at the location of Japanese car and pharmaceutical MNEs in Europe, and the
reasons for their locational pattern, with respect to both the factory and the non-manufacturing facilities.
Furthermore, the investigation was done at the company level, and examined the actual operation of
European subsidiaries. From this analysis, some interesting patterns emerge. First, the production and

R&D facilities are similar within each industry. Second, the sales-related facilities are slightly different
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among MNEs in the same industry, but there is a similar general tendency between the two industries, that
is, a geographical divergence in spite of European integration, and the large national market preference.
Finally, the most differentiated pattern is the location of the EHQ. Based on these findings, the
determinant factors of the location in comparison with the previous research were reconsidered. Some of
the observations support the earlier work, while others reject it or require some of the models and the
predictions to be modified. Hence, it is worth summing up the agreements and the disagreements between
the previous research and the findings in this chapter.

First, both car and drug plants are located in countries with relatively cheap labour costs within the EU,
although not cheaper than in the Iberian countries or Greece. This picture seems to support both the
models offered by Vernon (1966, 1979) and Kojima (1978), since they predict FDI flow from high- to
low-wage countries. The sequence of the investment in the EU by Japanese companies, however, sounds
a cautionary note concerning their predictions. Nissan had already invested in Spain, though for the
production of commercial vehicles, before establishing its British plant, while Toyota built a second
factory in France. Their movements are in the direction of shifting plants from relatively low- to
high-wage countries in the EU, which is completely contrary to Vernon and Kojima. Concerning the
pharmaceutical facilities, there is no co-relationship between technology level and location. Yamanouchi
invested first in Ireland with a higher technology facility, that is, bulk production, while the latecomers
Fujisawa and Takeda set up lower-level facilities, that is, packaging factories. Other facilities on the
Continent were the result of the entry mode by Japanese drug MNEs, rather than the precise calculation of
locational conditions, as well as political considerations concerning relations with the national
government. Thus, since the simple wage factor cannot fully explain the location within an integrated
Europe, but an approach combining Dunning (1988, 1993) and Porter (1990) may well be more
appropriate.

Second, the industrial agglomeration approach (Krugman, 1990; Baldwin, 1994) has to be modified,
though not rejected. The precise investigation of the determinant factors indicates that the facts are more
complicated than that the model predicts. The auto plants were concentrated in the UK, and they -were
based on the transferability of the flexible production system, rather than the external economy. The
language and the availability of middle management were the main concerns for the companies with
regard to the labour force. In addition, the external economies had little influence on the selection of the
UK. The British car industry was declining before the arrival of the Japanese MNEs, and the UK could
not be seen as an attractive site without a drastic change in the locational conditions. Japanese car MNEs
played a leading role in realising such change. This means that MNEs were not passive actors, but active
ones with regard to locational conditions. Moreover, since workers with experience in other companies
generally tend to be excluded from recruitment in the auto industry, one of the main factors of the external
economies is rejected. Concerning the pharmaceutical case, the attraction of Ireland was mainly the

generous incentives provided by the government, such as low corporate taxes, rather than the external
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economies. No interviewee mentioned the external economies as the determinant factor for Ireland. The
agglomeration was not based on the external economies, but rather on the government factor. Furthermore,
the entry mode certainly influenced the location, as the case of Fujisawa suggests.

The third significant conclusion is that R&D facilities show two kinds of knowledge-seeking
investment. The first is to complement a company’s own weakness in the European or global market.
These are concentrated in the design studio for car MNEs, and in the basic research laboratory for
the pharmaceutical MNEs. While the auto companies saw the importance of the external economies in the
case of the establishment of the design studio in the UK, Germany or France, the pharmaceuticai firms
preferred to locate their basic research facilities near or in a university, to benefit from an exchange of
academic and scientific information. On the other hand, appropriate and efficient operation requires
another type of R&D. The proximity between the factory and the development and verification facilities
in the car industry is crucial due to the sharing of knowledge for efficient manufacturing. In the
pharmaceutical sector, the clinical development facilities collect the knowledge necessary for marketing
authorisation, and the entry timing and mode heavily influenced the location for such knowledge
collection. In addition, the concentration of the clinical research facility at each pharmaceutical company
is based on the supporting industry factor of Porter’s Diamond, in this case the utility of the CROs.

The fourth point is that European integration had some effect on the location. European integration
encouraged Japanese MNEs to restructure their European operations, including the establishment of the
EHQ, to follow the development of European integration through the data- and information-collecting
facility in or near Brussels, the establishment of a warehouse covering areas that extend across national
borders and so on. The decision to establish an EHQ, however, does not a priori lead to a particular locale
or country. Rather, there are some variations among the companies, who choose a location according to
their own history in Europe, the company strategy, the judgement on the situation in Europe, the entry
mode and so forth. Although the EMEA is the most advanced product of European integration in the
pharmaceutical industry, it failed to attract all of the four companies to London; however, the future is not
clear. On the other hand, both natural and political obstacles forced Japanese MNEs to set up sales-related
facilities, at least, in the big markets within the EU. With the development of European integration, the
ensuing benefits can vary from one time to another. Therefore, the timing of the entry by Japanese MNEs
affected the locational pattern in the context of European integration.

Finally, the significance of company-specific factors on the locational pattern was recognised. These
include the firm’s performance, the history of European operations, the entry mode, the assessment of
European markets and so on. For example, diversification within the EU seems to be co-related with the
performance of the company in question. The most successful company among the three car MNEs,
Toyota, is diversifying its plants, while the other two MNEs were unable to follow suit in spite of their
intention to do so. The expansion of Japanese drug firms in Europe was based on their novel drugs, which

are highly competitive in the world market. The success of the new drugs led them not only to establish
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factories in Europe, but also to set up research facilities. The diversification or expansion of a
better-performing company within the EU, however, proceeds not in all activities but only in selected
ones. Here, the selection is dependent on the nature of the industry as well as the company strategy.

The above summary on the implications of the findings in comparison with the previous research
evidences the utility of Porter’s Diamond in the context of considering the locational advantages of the
eclectic paradigm. At the same time, the MNEs made their decision to invest abroad not always passively,
but actively, according to locational conditions. The assessment, adaptation and cultivation of the
locational conditions may well vary from one company to another, and between the industries. Therefore,
the company-specific factors were no less important than the locational conditions, and these points were
made clear through the precise investigation at each company level.

4 CONCLUSION

In this chapter, the location of Japanese MNEs in Europe was examined through a precise inquiry at the
level of each company. The approach taken enables us to understand the situation and the determinant
factors of the location more deeply than the aggregated data suggests. Some of the findings support the
previous literature, but others do not. The re-examination of the previous research through these findings
has thrown light on the themes to be developed further in the following chapters.

These themes are twofold: the timing and the mode of entry into the EU, and management at the
European level. The location of some facilities, especially in the case of the pharmaceutical MNEs, was
greatly influenced by the entry mode. The timing of the entry was crucial for the selection of the site, due
to the change of the locational conditions in a dynamic time series, which is also affected by European
integration. This theme will be addressed in the next chapter.

The managerial aspect will be reviewed further in Chapter 7. Japanese MNEs established various
subsidiaries in various European countries. Each subsidiary cannot concentrate on its own business in
isolation, or be independent from the whole business of the particular MNE. Rather, the subsidiaries must
closely co-ordinate their operations with one another. Thus, the management of national subsidiaries in
Europe should be controlled from a pan-European perspective, to maximise the benefit of the locational
advantage and the network of European subsidiaries. This makes the management aspect of Japanese

MNEs within Europe in the context of European integration an appropriate theme to be addressed.
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Notes :

Auto plants : @ Assembly Components
Honda 1 8
Nissan 2-3 -
Toyota 4-7 9-10
Pharmaceutical plants : o Bulk Packaging
Fujisawa - 14-15
Sankyo o 16-17
Takeda 12 18-19
Yamanouchi 13 20-21

Figure 5.1 Auto and pharmaceutical plants of Japanese MNEs in Europe
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Notes :

Auto sales-related Marketing subsidiaries ~ Car & components
subsidiaries : A warehouse

Honda 1-14 32
Nissan 15-21 33-36
Toyota 22-31 37-44

Figure 5.2a Auto sales-related subsidiaries of Japanese MNEs in Europe
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VAN

13,37

Notes :

Pharmaceutical marketing subsidiaries : A

Fujisawa 1-10
Sankyo 11-20
Takeda 21-26
Yamanouchi 27-39

Figure 5.2b Pharmaceutical sales-related subsidiaries
Japanese MNEs in Europe
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Notes :

AutoR&D : € Development centre Information collection Design centre

Honda 1 6 6
Nissan 2-4 7 8
Toyota 5 5 9
Pharmaceutical R&D : O Basic research Clinical development
Fujisawa 10 11

Sankyo - 12

Takeda - 13
Yamanouchi - 14

Figure 5.3 Auto and pharmaceutical R&D centres of Japanese MNEs
in Europe
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Notes

Auto EHQ : %

Honda 1
Nissan 2
Toyota 3

Pharmaceutical EHQ : «

Fujisawa 4
Sankyo 5
Takeda —_
Yamanouchi 6

Figure 5.4 Auto and pharmaceutical EHQs of Japanese MNEs in Europe
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The Role of FDI from a Local Perspective: the Cases of the West Midlands and
Shizuoka-Aichi’

1. FDI, Hollowing out and cluster policy

When we consider the globalisation and regional integration from the local
perspective, multinational enterprises (MNEs) can be the main target of examination.
The reasons to keep our eye on MNEs are that FDI transfer the tangible and intangible
assets, build an international network of trade and knowledge, accelerate the industrial
restructuring more quickly than otherwise, and so forth.

Domestic and foreign MNEs must certainly locate one place in a country (a local), and
the relationship between the local and an MNE can be mutually influenced with each
other. The strength/weakness of the home environment decides the motivation of FDI,
the innovative capability, and the impacts of both inward- and outward-MNEs on the
local economy as a whole. For example, the MNEs in strong home environment may
well go abroad to expand the business, while those in weak one are likely to look for the
location to compensate the disadvantage in home. The overheating in the local economy
in which MNEs locate can be a serious impacts on and by the decision making of MNEs,
while the stagnant condition lose the attractiveness of the local as an investment site.

If we agree with the restructuring force of MNEs, whether positive or negative, the
increase of FDI may well show some different patterns: hollowing-out, expanding
network, upgrading, and so on. Because of the different history and international
exposure, some local has already gone advance, while others would follow.

Despite of the possible difference above suggested, the industrial cluster policy
become one of the most fashionable in developed world. However, we must assess the
characteristics and utility of the industrial cluster policy in the context of the different
local settings.

2. Literature Background .

Some advocated that the globalisation and regional integration reduce the difference
of national and local characteristics, and the convergence among the nations would
occur. This is explained by the scale economy or the institutional competition.l

On the other hand, it becomes more acceptable that the national and local dimension

has more significance under the globalisation and regional integration. This is mainly

! Levitt, T. (1983) 'The Globalization of Markets', Harv. Bus. Rev., vol. May-June, pp. 92-102., Yip, G.S. (2003) Total Global
Strategy II, Updated for the Internet and Service Era, Upper Saddle River, New Jersey: Pearson Education, Siebert, H. (1990) 'The
Harmonization Issue in Europe: Prior Agreement or a Competitive Process', Siebert, H. (ed.) The Completion of the Internal Market,
Symposium 1989, Tuobingen: Mohr, pp. 53-75.
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because that contributes the local to differentiate themselves from others.2

However, even if we agree with the importance of the local for the international
competition, that cannot guarantee all the locals would benefit from the globalisation
and regional integration.3 Facing with international opportunity and threat, the
industrial restructuring would not be inevitable for even strong locals, as well as weak
ones.4

In the above context, the scholars and the policy makers come to pay attention to the
industrial cluster. Furthermore, we can see a surge of the industrial cluster policy
around the world since the late 1990s, which is mainly based on the argument of
Porter. > The industrial cluster policy itself is not always addressed from the
international perspective, but also from the evolutionary one of economy, especially in
developed countries.6

Before this background, 1t is worth to look at the globalisation and regional
integration from the local perspective, and assess the present policy orientation with
the concept of the industrial cluster.
3. Methodology

In order to answer the above mentioned inquiry, we are taking the case study
comparison between West Midland (WM), UK, and Shizuoka and Aichi Prefecture (SAP),
Japan. Since both locals are the heartland of the automotive sector in these countries, it
1s quite rational to focus on the automotive sector. As we will see, the industrial cluster
policy tends to orient new high-tech sector such as bio- and nano-technology.” However,
we believe the significance of a local and the impacts of MNEs on the local are not
limited in the new industry, but should be assessed from the actual industrial
agglomeration.® Therefore, to look at the automotive sector contributes for our
understanding of this issue.

As a source of first information, we conducted interviews with firms, industrial

association, and local governments in SAP. The cases of WM are supplemented with the

2 Ando, K. (2005) Japanese Multinationals in Europe, A Comparison of the Automobile and Pharmaceutical Industries,
Cheltenham, UK - Northampton, MA, USA: Edward Elgar., Porter, M.E. (1990) Competitive Advantage of Nations, New York: Free
Press. Porter, M.E. (1998) On Competition, Harverd, MA.: Harverd Business School Press. Whitley, R. (1999) Divergent
Capitalisms, The Social Structuring and Change of Business Systems, Oxford: Oxford University Press.

* Krugman, P. (1987) 'Economic integration in Europe: Some Conceptual issues', Padoa-Schioppa, T. (ed.) Efficiency, Stability and
Equity, Oxford: Oxford UP, pp. 117-140.

¢ Bailey, D. (2003) 'Explaining Japan's 'Hollowing Out: A Case of Government and Strategic Failure?', Asia-Pacific Business
Review, vol. 10, no. I,

* Martin, R. & Sunley, P. (2003) 'Deconstructing Clusters: Chaotic Concept or Policy Panacea?', Journal of Economic Geography,
vol. 3, pp. 5-35.

¢ Industrial Cluster Research Committee (2005) Sangyou Cluster Kenkyukai Houkokucho (Japanese, Report by Industrial Cluster
Research Committee), Tokyo: Ministry of Economy, Trade, and Industry, Japan

7 Matsushima, K. Sakata, I. & Hamamoto, M. (2005) Cluster Keisei ni yoru ‘Chiiki Shinsei no Design’ (Japanese, Designing
Revival of Region through Forming Industrial Clusters), Tokyo: Todai Soken.

® Janne, O.E.M. & Farshchi, M.A. (2005) “Regional Innovation ‘Stickiness’ and Restructuring in the Global Automotive Industry:
the cases of the West Midlands and Saxony.,” EIBA 31st Annual Conference Paper.
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questionnaire survey, conducted by Dr. Janne.

Secondary sources including the Internet HP of various organisation including
national governments are used to check the interviews.
4. Global Automotive Industry

Automotive industry has more than one hundred years history, but still plays a
significant role not only in economy, but also in society through the convenient tool of
transportation, and causes of pollution. In addition, because of its mechanical and
technological complexity of cars, and impacts on environment such as congestion and
pollution, there is still a wide variety of opportunities for the process and product
innovation in the automotive sector.

Here, we can point out Japan is the main producer and exporter, while the UK
declined much smaller player since the second largest producer just after the Second
World War.

5. Globalisation Trends

Globalisation is one of the key words of the present world economy, and this means
the increase of trade and investment. There are a lot of debate on the globalisation, and
its impacts.9

The point to be emphasised at this moment is that the globalisation has the double
edged impact. We can see some convergence trend between countries, while the
divergence within a country also occurs. This double edged-character can be both in
Europe and Japan.

Since it is unrealistic to assume each local has the same pattern of income
distribution, the widening-up of income distribution within a country is likely to closely
relate to the different performance among the locals in a country.

6. Economic divergence within the EU

The economic divergence within the EU has been going advance in the 1990s, but-this
is mainly caused by that within country, as Theil index shows.10
7. Economic Convergence Index of Asian Emerging Markets to Japan (Japan=1)

When we look at the relative difference between Japan and other Asian countries,
there is a clear catching up process to the former by the latter.

8. Gini Coefficient* in Japan

At the same time, the gini coefficient in Japan becomes worse between 1986 and 1997.

’ Dunning, J.H. (2003) Making Globalization Good, The Moral Challenges of Global Capitalism, Oxford: Oxford University Press,
International Labour Organization. (2004) A Fair Globalization, Creating opportunities for all, Geneva: ILO, Bhagwati, J. (2004) In
Defence of Globalization, New York: Oxford University Press, Wolf, M. (2004) Why Globalization Works, New Haven and
London: Yale University Press.

1% Sapir, A. (2004) An Agenda for a Growing Europe, The Sapir Report, Oxford: Oxford University Press., Morrisson, C. & Mutin,
F. (2004) History and Prospects of Inequality among Europeans, mimeo.
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Here, it must be careful that the statistics method taken by Japanese Statistics Office is
different.

From these observations, it can be said that the globalisation and regional integration
reinforce the strain between the locals, although the extent of the strain, the social
awareness of the problematic, and the policy response would be different from one
country to another. Thus, we can justify the analysis of FDI impacts at the local level,
not only from the academic interest, but also for the policy consideration, especially in
the context of a surge of the industrial cluster policy.

9. Comparison of Globalisation between the UK and Japan

From the comparison of the trade, inward- and outward-FDI, and knowledge seeking,
UK is more advanced with all aspects. trade, inward- and outward-FDI, and knowledge
seeking. Reasons of British globalization are European integration, surrounding
developed countries, liberal policy. Japan may follow the UK, since FTA, development of
neighbour countries, more liberal policy approach. Japan can learn from both
opportunities and risks of British globalisation.

10. WM&SAP: Agglomeration characteristics

According to the interview, SAP provides both positive environment for the
automotive sector. Automotive assembler plants of Suzuki and Toyota are located in
Hamamatsu and Toyota city respectively. Both cities are evolutionary developed from
the textile, and its related industrial machinery industry, and agglomerated with the
related industries, which can be known as the Keiretsu supplier.

Toyota possesses 205 group suppliers, only 23 companies have headquarters outside
Tokai area. 14 are Shizuoka, 2 are Gifu and Mie prefecture, respectively. The number of
Suzuki’s group company is 84, in which 65 and 17 are located in Shizuoka and Aichi
prefecture, respectively. Only 2 companies have headquarters outside Tokai area.

The co-location of the assembler and suppliers reinforce of the demand externality
and supply chain. In addition, it is insisted that the supply chain of Japanese
automotive industry shifting to vertical co-operation from top-down structure (Table)
(Ohno, 2004).

At the same time, the local is not free from the problem, even if the hollowing-out
threat seems to be less serious than the mid-1990s. The biggest problem to be
mentioned the most often at the interviews is the shortage of the skilled workers and
the delay of transferring skill to younger generation. This is strengthened due to a
so-called “2007 year problem”, in which year the baby boomer workforce will retire.

The shortage, especially the multi-skilled 40s and 50s, is further seriously affected

even the first tier suppliers, which are now expanding production abroad following their
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customers. Still, they do not expect any support from the local government.
11. WM & SAP: Policy Issues:

The industrial cluster policy becomes popular in Japan, too. METI started it from
2001, and some local governments also conduct their own industrial cluster policy. The
industrial cluster policy in Japan aims to support the next generation industry, such as
IT, biotechnology, but does not seem to give any special concern to the automotive sector.
For example, there are three industrial cluster policies of Shizuoka Prefecture
Government, but all of them are not related with the transport equipment sector, which
employs 20% of industrial worker in Shizuoka.

Concerning the international dimension, the inward-FDI is not directly included in
the industrial cluster policy, but still it is noteworthy to point out that Japanese and
local government are now keen to attract the inward-FDI. It is said that the
inward-FDI will be able to be made through exchanging the share of acquired company
with the acquiring company from 2006. This enable us to expect more inward-FDI
through M&A than otherwise. Though the impact is not still clear at the moment, the
local economy and business in the future will be exposed more for the international
impact than before.

Government, especially local one, is more concerned with SMEs, but it is not intended
to help all SME, but more selective for those taking initiative to change. Some schemes
with financial support, but more emphasis is on building the framework to support, like

the knowledge exchange through a various formal and informal routes.
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