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With the yen at its weakest level in years, some majpr Japanese companies with overseas
factories are moving production back to Japan. But some experts think that this so-called
“reshoring,” the transfer of a business operation back to its country of origin, is limited and does
not change the basic strategy of Japanese export companies in the era of globalization.

For many years Japanese electronics and car makers have been moving production
overseas to save on costs. However, since the beginning of 2015 the media has been reporting a
reverse trend, as major manufacturers bring some operations back to Japan. In 2015 Panasonic
began bringing back domestic production of air conditioners and washing machines for the
Japanese market. In 2014 Sharp started to move production of some of its refrigerators and
other products back to Japan from China. Canon also announced plans to increase domestic
production from about 40% to 60% of its total production between 2016 and 2018. Honda too,
whose Vietnamese plants produce mini-bikes for the Japanese market, also moved some of that
production back to Japan at the end of 2015.

Two major reasons for such reshoring policies are the weak Japanese currency, the yen,
and the rise in overseas production costs. The yen’s value has fallen since the start of
“Abenomics,” for example by about 30% against the Chinese currency since 2013. The weak
yen makes Japanese-made export goods cheaper in foreign markets. Also, salaries are
increasing in China and some other developing countries. The weak yen also pushes up the
price of imported goods in Japan—including those produced by the overseas factories of
Japanese companies for sale in Japan. In some cases, there is no cost advantage for Japanese
companies producing goods overseas and importing them into Japan.

Nevertheless, globalization is still the major trend in manufacturing, and Japanese
companies are not giving up on overseas production. In reality, reshoring in Japan means only a
small reduction in the overseas production of some goods. One expert says, “Most of these big
companies are making greater use of their domestic factories that are not in full operation. Don’t
expect them to shut down overseas factories and build new ones in Japan.”

Even with rising labor costs and slower economic growth, China’s market of 1.3 billion
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people is still a powerful attraction, especially for Japanese car makers. In no other market in the
world are 20 million new cars sold every year. At present, Western car makers still control the
largest share of China’s foreign car market, but Japanese manufacturers are trying hard to catch

up. (Because car manufacturing uses a large network of parts makers and other business

partners, moving a production base can have a big impact on the manufacturer and the local

economy. Toyota President Toyoda Akio explained his company’s position as: “Basically, we
have no plans to change our global production and sales strategy.”

Unlike Toyota, Canon and Panasonic began thinking about moving some of their
production back home in 2014. Yet overseas labor costs are still only about 25% of total
production costs. Therefore, few companies can expect to save money on labor by moving
production back to Japan. While Canon and Panasonic want to 'produce new products
domestically, their Japanese production factories will make heavy use of machines and robots,
reducing the need for many workers.

According to a Japanese government report released in July 2014, overseas factories
produced 22.9% of Japanese manufacturers’ total production and took 29.4% of their financial
investment in 2013, the final year of the survey. Both of these figures are all-time highs.
Japanese manufacturers’ financial investment in overseas factories increased for ithe last four

years of the research, and in 2013 it was up 21.8% from the previous year. Financial investment

grew at a particularly high rate in products such as automobiles (34.6%) and chemicals (29.1%).
By region, the fastest growth was in North America (33.0%) and Asia (9.6%). The research also
reported that Japanese companies closed or moved a total of 554 overseas factories and offices
in 2013, an increase of 44 from the previous year. Of these, 214 were in manufacturing
industries and 340 in non-manufacturing industries.

The results of the government research show that the main trend for Japanese companies is
continuing expansion overseas. As economic globalization increases, more and more companies

follow the concept of (3)“produce locally. consume locally,” a model that protects manufacturers

from changes in the value of the yen; helps them design their products for local conditions; and
allows them to contribute to the local economy through job creation.

If the Japanese yen remains weak over the long term, it is 1ike1y the reshoring trend will
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continue. Other big manufacturers may follow companies like Panasonic in putting their
underused Japanese factories to work, but big investment in new domestic factories seems
unlikely. Japanese manufacturers will continue to follow the basic strategy of seeking the best

place of production based on cost and distance to the market.

(Adapted from “Putting “Reshoring” into Perspective,” Nippon.com. Originally written in
Japanese by Harada Kazuyoshi.)
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What children eat in parts of the rich world has received significant public attention in
recent years, helped by several high-profile people campaigning to improve the nutrition* of
young people, particularly in schools. Michelle Obama, the former US First Lady, led a “Let’s
Move” campaign, which encouraged exercise and healthy eating among children. ;;This helped

to establish the law which offered national government grants for school meals if schools reduce

calories and the amount of salt and fat in food served. and increase fruit and vegetables.

However, political developments in the US mean that much of this is now being canceled.
In May 2017 the US Agriculture Secretary* said that parts of the law had gone too far and
decided to relax some of the obligations on schools to receive the government money.[ A ],
the salt limit for a high-school lunch is now 1,400 mg, which is around three-quarters of the
recommended daily limit. Originally, the plan had been to cut the limit to 1,080 mg. This has
now been put aside. The School Nutrition Association, which represents companies that sell
food to schools, demanded weaker nutritional standards, particularly the salt content of foods.

@Part of the argument for relaxing standards was the view that. despite the changes in the

law, children were refusing to eat the healthier food. meaning that it was simply being wasted.

The evidence partly supports this view. A study by Harvard University found that even after the
new standards had been introduced, students were still throwing away a shocking 60% of
vegetables and 40% of fruit. [ B ], the study also demonstrated clear signs of progress. It
noted that vegetable consumption* per student had risen by 16% between 2011 and 2012, when
the new regulations came into effect. [ C ], while still high, the 60% of vegetables thrown
away was an improvement on 75% previously. Weakening parts of the requirements clearly
puts this progress at risk.

The US faces many challenges linked to poor nutrition: in some parts of the country 35%
of adults are obese*. Across America one in five children have the same problem. The reasons
for this are numerous (including, interestingly, television in a child’s bedroom), but poor
nutrition is one of the most important factors. [ D ] nutritional habits are often formed in
childhood, teaching children to eat more healthily would clearly be a major benefit for the US.
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In this regard, the decision to relax the obligations on schools to provide healthy meals is a
major step back.

The issue in the US clearly goes beyond school meals, however. For example, another
study by Harvard University found no improvement in recent years in the healthiness of
children’s meals in restaurants; the amount of salt, fats and calories in these meals did not
change over the period studied.

[ E ] the recent policy change in the US is particularly troubling, the challenge of
childhood obesity is an issue for rich countries in general. One place, however, politicians and
parents can look to for inspiration is France, where the number of children recorded as obese is
11%. This is still higher than many would like, but clearly significantly lower than in the US.
The country is well known for the quality of its food, and indeed for its broader nutritional
standards. However, it is perhaps less well known for the degree to which this starts with
children.

One example of how children eat in France can be found in its public schools which serve
a freshly made meal to over 6 million children every day. Schools are required to provide a first
course of salad or soup, a main course high in protein*, a side dish of vegetables or grains, a
cheese course or dairy product*, and a dessert topped with fruit. The idea of “children’s food”
does not really exist in this context; children just eat smaller portions of what adults eat.

One lesson from the French experience is that it is not enough to simply provide vegetables
and fruit to children; the food also has to taste good. For vegetables to be able to compete with
fast food that is high in additives*, they need to be fresh and cooked in interesting and tasty
ways. The Harvard study authors came to a similar conclusion. They argued that schools in the
US must now focus on improving the quality and [ F ] of meals in order to get children to

eat better and to reduce waste.

(Adapted from “School Meals and Nutrition,” BCFN Foundation)
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