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Abstract

TheauthorsexaminewhyJapaneseForeignDirectInvestmentinLatinAmer-

ica,despiteagoodstartinthe1960sand1970s,nevertookoffinadevelopmental

wayasinEastAsia.Thestudyexaminesthreecountries （Mexico,Peru,andBrazil

）.Discussionsareincludedoni ）theroleofgeographyindeterminingeconomicoutcomesandregions,ii

）thebehaviorofJapaneseinvestment,andoniii ）Akamatsu'sFlyingGeesePatternofinvestmentandwhyLatinAmericalackedfundamentalconditionstofosterthesuccessofthe

“FlyingGeese."Thepaperconcludeswithdirectionsforfutureresearchtopics.

I.JapaneseInvestment:InternationalTrends

Inthe1990s,severalstudiesappearedanalyzingJapaneseinvestmentworldwide

andinparticulartoLatinAmerica.ItisbothremarkableandironicthatJapanese

investmentnevertookoffinthedevelopmentalfashionasitdidinEastAsia.

Investmentwasconsiderableintheearlyyearsofthe1960sand1970s.However,

withtheexceptionofMexicoandsomehowBrazil,ithasremainedstagnantsincethe

1980s.WhydidJapaneseinvestmentnevertakerootintheregionwithmultiplier

effectsfromclustersofindustriesandleadingcountriesasintheAkaraatsu'sFlyine

Geeseway?

Theanswertothisquestionhasimportantimplicationsforpublicpoliciesto

attractinvestmentforLatinAmericangovernments,andalsoaffectsthestrategyof

・AssociateProfessoroftheFacultyofRegiona 】DevelopmentStudiesatTovoUniversity**DevelopmentconsultantofPADECOCo.,Ltd.inTokyo.HegraduatedinEconomicsfromtheNationalUniversityofSanMarcosinLima.Peru,andinInternationalDevelopmentfromtheJohnF.KennedySchoolofGovernmentatHarvardUniversity.
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Japanesecompaniesintheregion,alreadyfacingfutureproductiontrendsasaresult

oftheemergenceofChinesefirms.strongerWesternEuropeancompaniesandother

newplayers.

JapaneseFDIbegantogrowatanacceleratedpaceduringthesecondhalfof

the198O's.Untilthatperiod,productionwasconcentratedinJapanbecausethe

cheaperyenmadetheJapanesearchipelagoanexcellentspringboardforexportation

totheUnitedStates,andEurope.

Japaneseinvestmentshavebeenconcentratedindevelopedcountries,andin

2003,JapaneseFDIwasdistributedasfollows:UnitedStateswasthemostimpor-

tantrecipient(29.3 ％),followedbyWesternEurope(35.0 ％),Asia(17.8 ％),andLatinAmericanandtheCaribbean(14.7

％)(SeeTable1).

Table1RegionalDistributionofJapaneseFDI

Region

TOTAL

NorthAmerica'

WesternEurope

Asia

LatinAmericaandCaribbean

CaimanIslands,Bahamas.Bermudas,etc.^

Africa,MiddleEast,Australia,EasternEurope

2003

-

100.0

29.6

35.0

17.8

14.7

IO.O

-

2.9

Note:I/DataonBalanceofPaymentsbasis.Mexico'sdataare

includedinLatinAmericaandCaribbean.2/theseareinvestmentfor

financialtransactionsin“Ta χHeavens."Source:MinistryofFinanceStatisticsMonthly,variouseditions^

ThepercentagecorrespondingtoCentralandSouthAmericaincludes “taχheavens"suchastheCaymanIslands,Bahamas,VirginIslands,Bermudas,BarbadosandPanama,whichcomprisearound10.0

％.Lessthan5 ％of “real"JapaneseFDIfounditswaytoCentralandSouthAmerica,apercentagethatshowsthemarginalnatureoftheregionasatargetforinvestment.Thetotalaccumulatedinvestmentamountbetween1951-2002showsthatthemanufacturingsectoraccountedfor35.4

％ofFDIflows,andthenon-manufacturingsectoraccountedfor64.5

％,withconsiderableallotmentstofinancesandsecurities,realestateandservices.Concerningthedistributionofinvestmentsbysectors,morethanhalfofJapaneseFDI,55.7

％,isdirectedtonon-manufacturing,whichincludesservices,finances,andrawmaterials.Themanufacturingsectorreceived
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35.4％.Japanreliesheavilyonimportedrawmaterial,buttheproportionofitsinvestmentinrawmaterialsseemsrelativelysmallincomparisontothetotalinvestment.Nevertheless,Japaneseinvestmentisnotdirectlyroutedtothesesec-tors.Therequisitematerialsareinsteadobtainedthroughtradeorfromloans.Consequently,alargeportionofJapaneseFDIinfinances.securities,andcommercerepresentsanindirectinvestmentinrawmaterials(seeTable2).Table2DistributionofJapan'sFDIFlows

Sectors

TOTAL

Manufacturing

Foodstuff

Textile

Rubber －LeatherProductsChemicalOilGlass

－StoneProductsMetallicProductsMachineryOtherNonmanufacturingConstructionRealStateCommerceandTradeServiceTransport

’LogisticsCommunicationsFinance&InsuranceOther

2002 （％）1950-2002 （% ）

100.0

37.6

0.4

0.2

0.0

0
8
0
8
4
0
4
1
3
8
3
1
9
6
3

9
2
0
0
2
2
2
0
1
1
1
0
7
9
0

1
I

／
○
1
1

り
乙

100.0

35.4

0.8

0.1

0.5

0
8
2
2
7
1

一
I
I

Ｉ

Ｉ

Ｉ
0
2
0
1
8
1
I

Ｉ

64.5

0.1

2.4

13.3

11.2

0.2

13.0

19.7

0.8

Source:MinistryofFinanceStatisticsMonthlyNo620.December2003

InLatinAmerica,Brazil(forthesizeofitseconomy ）andMexico （foritspresenceintheNorthAmericanFreeTradeAgreement

（NAFTA ））havealwaysbeentheprimarydestinationofJapaneseNintheregion.Mostofthecountrieshavereceivedinvestmentsinmining.agricultureandoilsectors.

II.LatinAmerica:TaleofThreeRegions

Amapofthe “Americas"ismoregraphicthanseveralstatistics^.SituateddirectlybelowCanadaandtheUnitedStates,LatinAmericaappearsdividedby
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CentralAmericaandtheCaribbeanandSouthAmerica.TheSpanishlanguage

linksMexicowithSouthAmericathoughitisconsideredpartofNorthAmerica ・Butgeographicfeaturesfurtherdividetheregion.IntheWesternpartofSouthAmerica,theAndeanmountainrangesplitsthecontinentintotwoparts.withAndeancountriesontheleft:side,andBrazilandSouthernconecountriesontheright.Thejungleinthenorth-centralregionofSouthAmericaposesanothergeographicaldivisionintheregion.Asaresult,LatinAmericaiscomposedofthreedistinctiveregions:i

）MexicoandCentralAmericaandtheCaribbean.ii ）AndeanCountries,fromVenezuelatoChile,andiii)BrazilandArgentina.AlthoughmostLatinAmericancountriesshareacommonlanguage,itisevidentthateconomicandgeographicconsiderationsplayagreaterrolethanculturalproximitiesinshapingtheirrelationship

。Inhisbest-sellingbook,JarredDiamond^includesamapofthe

“Americas"withanaxiscrossingtheentirecontinent,indicatingthatingeographicalterms,NorthandSoutharealmostseparateentities.AsforSouthAmerica,geographicalfeaturesexplainwhyitissodifficulttointegratethecontinentthroughland.Forexample.transportinggoodsfromSaoPaulotoLimarequiresadetourdowntoArgentina,acrosstheStraitsofMagellanandaroundpassthroughChile,beforearrivinginLima".Trademustrelymostlyonmaritimetransportation,posingaddedcostbyeconomicsofscale,volumeandtime.Morethan80

％oftradeismadebysea,exceptinthecasesofBoliviaandParaguay,whicharelandlocked.Currentregionalfreetradeagreementsandthoseundernegotiationreflectthesegeographicalfeatures.MercosurcomprisesBrazil,Argentina,UruguayandPar-aguay

；theAndeanGroupismadeofVenezuela,Colombia,Peru,EcuadorandBolivia;NAFTAistheU.S.,MexicoandCanada

；andthentheCentralAmericanCommonMarketandtheCaribbeanCommunity

（Caricom ）.ThefactthattheFreeTradeAreaoftheAmericas

（FTAA ）hasnotprogressedtoachieveitsinitialdeadlineforintegrationin2005istheresultnotonlyofpoliticalissuesbutalsoofnegotiationsdrivenbygeographicalissues.ThehistoryofJapaneseinvestmentinLatinAmericabeganinthelate196O's,whenJapanwasinaperiodofrapidlyacceleratinggrowthwithincreasedexporta-tions,signalingtheneedtoensurefuturesourcesofrawmaterials.In1967,Japanstartedapolicyofliberalizationthatwascompletedin1973,thesameyeartheoilcrisisoccurredandne

χiblee χchangeratewasadoptedbyworldpowers 。Japanforesawtwomajorproblems.ThepetroleumcrisisremindedJapanthattheecon-
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omywouldbeunstableunlessitcouldassureastablesupplyofrawmaterials.The

changeinthemonetarysystem,0ntheotherhand,indicatedtheurgencytomodify

theindustrialsystemfromthemanufacturingo 臼owvalue-addedproducts,suchassteel,coalandte

χtiles.tomovetowardtheproductionofhigherprofitmargingoods^.Inthiscontext,supportedbydifferentindirectmechanismsoftheJapanesegovernment(MinistryofFinanceandMinistryofIndustry),awaveofinvestmentsbeganinLatinAmericawiththeentryofJapanesemanufacturingcompaniesandSogo-Shosha(Japanesetradingcompanies)^predominantlyintheminingsector.Inearly1970s,JapanesecompaniesalsowenttoLatinAmericatosecuremarketshareagainstprotectionistagreementssuchastheAndeanPact(createdin1969withPeru,Ecuador,Bolivia,Colombia,andChile(whichwithdrawfromthepactin1976);Venezuelawasincludedin1973).Negotiationslimitedforeigninvestmentandimportsofforeigngoodsmanufactureddomestically.Peruservedasanidealsiteforthisexpansion,asToyotaandNissanbegantheproductionofvehicles,NationalofPeru(Matsushita)startedtoproducehomeappliances,andAjinomotoproduceditsfamousfoodseasoning.TheMexicandebtcrisisin1982interruptedthisprocessanddespiteconsider-ableJapaneseinvestmentworldwide,LatinAmericawaspassingthroughwhatlaterbecameknownas

“thelostdecade".WhenLatinAmericarecoveredinthe1990s,JapanitselfwassufferingthecollapseoftheBubbleEconomyandbeginningalostdecadeofitsownwhichhasnotyetfullyrecovered.GraphlillustratesthedeclineofJapaneseinvestmentinthe1990s,slightlyincreasingsince1995onlytofallagainsince1999.LatinAmericafigureshavebeendividedbyfinancialandnon-financialinvestments,andingeneraltheregionoccupiesanobviouslymarginalpositionincomparisonwithotherregions.InordertoexplainthedifferentbehaviorandcharacteristicsofJapaneseinvestmentinLatinAmericaandtakingintoaccountgeographicaldifferences.thispaperanalyzesthecaseofMexicoforNorthandCentralAmerica

；PeruasanAndeanregioncountry

；andBrazilaspartoftheebullientEasternzone,whichalsoincludesArgentinaandUruguay.
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Graph1.JapaneseInvestmentTrend1989-2003
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図MiddleEast,AfncaandOceaniaQNorthAmerica 日AsiaOEurope 四LatinAmericalaLatinAmerican

LatinAniencaI:FinancialTmnsaQtions(PanamaandmostCanbbeascountries)

LatinAm・ncaII:PhysicalInvestment(Brazil,Mexico,etc.)。 Source:Japan'sMinistryofFinance

i.JapaneseinvestmentinCentralAmerica:ThecaseofMe χicoJapan'seconomicrelationshipwithMexicoischaracterizedbythreedistinctiveelements:marketsize.naturalresource(oil),andpro

χimitywiththeUnitedStates.ThehistoryofJapaneseforeigndirectinvestmentinMexicoillustrateshowtheJapaneseeconomyhasbeenshapedbythoseelements.DuringtheImport-SubstitutionIndustrializationera(1960s-1970s),therelative-lylargeMexicanmarketattractedforeigndirectinvestmentfromanumberofcountries,mainlyfromtheUnitedStates.AnotablecasefromJapanwasNissan,thecarmaker.NissanestablishedNissanMe

χicana,S.A.in1961toproducepassengervehicles.Itsproductionhadahighcoststructure.buttheindustrywasprotectedbyhightariffsandrigidquantityrestrictionsfromforeigntrade.Theoilshocksin1971and1973andthemultiplediscoveriesofoilfieldsin1970spushedMexicointothemajorleagueofoilproducingcountries.SinceoilinMe

χicoisconsiderednationalpropertysanctionedinitsconstitution,itsnationaloilcompany(PEMEX)controlsoilproduction.So,foreigndirectinvestmentinthissectorwasnotpermitted.Eventhoughportfolioinvestmentmarkedthe1970s,brighteconomicforecastsfornaturalresources(despiteitsprotectedmarket)broughtsizabledirectinvestmentintothenaturalresourcessector^

。Thedebtcrisisin1982abruptlyhaltedthebrilliantfuture.Withlowoilpricesandoverhangingdebt,Me

χicosufferedeconomicstagnationinthe1980s.Thus,
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Me χicowasforcedtochangeitsdevelopmentstrategyfromlong-standingImportSubstitutionIndustrializationtoeconomicliberalization.In1985itbegantovigorouslyloweritstariffsandparticipatedinGATTthenextyear.Inthe1980sandearly1990s,theMexicangovernmentalsoprivatizedthousandsofstate-ownedcompanies.Someofthemwerepurchasedbyforeigncapital,butJapanwasnotonthescene.ItisinterestingtoobservethattheeconomiccrisisandliberalizationgaverisetoeconomicopportunitiesalongtheborderareawiththeUnitedStates.AnumberofcompaniesstartedmaquiladoraproductionneartheNle

χicanborderinordertoeasilyexporttheproductstoU.S.Themaquiladoraarrangementincludedtariffexemption(ontheconditionofreexport),takingadvantageoflowlaborcostsinMexico,andproximitytotheU.S.Manymanufacturingcompaniesestablishedso-calledtwinplants(oneontheU.S.sideandtheotherontheMe

χicanside)totakeadvantageofthearrangement^.Japanesecompaniesinthemanufacturingsectorwerenottheexception.Matsushita(Panasonic),Pioneer,Sanyo,SonyandothersstartedtoproduceonthePacificcoastaswellasintheMe

χicanGulfarea.AnimportantfeatureofthisarrangementisthattheconsumerswerelocatedintheU.S.,notinMexico.ItinfluencedorganizationalreshufflingwithinJapanesecompanies.InatypicalJapanesecompany'sorganizationalchart,MexicousedtobeidentifiedinitsLatinAmericaDivision.EventhoughmaquiladoraproductionislocatedinMe

χico,itsmanagementismorenaturallycontrolledbyU.S.divisionsbecauseproductionisintegratedintotheproductionsystemfortheU.S.market.Thus,somecompaniesreallocatedtheirMexicosub-division.integratingitintotheNorthAmericadivision.OnepuzzlingfeatureofmaquiladoraproductionisitsimpactonJapanesestatisticsofforeigndirectinvestment.BecauseitisapartofU.S.production,itmightberegisteredinJapaneseforeigndirectinvestmentasaU.S.investmentratherthanaMexicanone.Furthermore,ifaJapanesecompanyhasaU.S.subsidiaryengagedinmaquiladoraproductionwithfinancingfromtheU.S.financialmarket.thisinvestmentislikelytoberecordedasU.S.foreigndirectinvestment.Ifthisfactorissufficientlylarge,Japanesedirectinvestmentdatamightunderestimatethe

“true"impactofJapanesecompaniesonMexicoregardinglocalproduction.EconomicliberalizationhasculminatedintheNorthAmericanFreeTradeAgreement(NAFTA)signedin1992andimplementedin1994.Inonesense,NAFTAcouldbedepictedasaneconomy-widemaquiladoraarrangementfor
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NleχicobecauseU.S.inputscanbeimportedtoMexico,assembledinMexico,andre-exportedtotheU.S.withouttariffs.Therefore,NAFTA'simpactonJapanesecompaniescanbeseenthroughthefurtherintegrationofU.S.andMexicanproduc-tionsites.CurrentlyNissanMexicanaisproducingmodelsfortheU.S.marketandimportingdifferentmodelsfromNissan'sU.S.factories.Thus,aregion-wideNorthAmericanproductionsystemistakingshape.Anothernotableexampleisfoundintelevisionsetproduction.MexicoiscompetingwithChinaforglobalsupremacy,andallthemajorproductionsitesarefoundalongtheborder,whereallthelargeJapaneseelectronicscompaniesareproducingfortheU.S.market^

。Duringthecourseofphase-by-phaseimplementationofNAFTA,Japanesecompanies(especiallyelectronicscompaniesexportingtotheU.S.)havefoundamajorprobleminimportinginputsfromAsia.Asmentionedabove,U.S.inputsareimportedtaxfreetoMexico,butinputsfromnon-NAFTAcountriesarenotthecaseintheframeworkofNAFTA.ThisiswhyJapanneededitsownfreetradeagreementwithMexico,whichwasfinallysignedin2004.Intheenvironmentofafreetradeagreement.JapanesecorporatebehaviorandforeigndirectinvestmentinMexicowillbefurtherinfluencedbyitsconsiderationofNorthAmericanproductionsystemsononehand,andthecompetitiveadvantageoftheproductionsiteontheotherhand.ThemoretheNorthAmericanmarket(namelyU.S.)consumes,themoreproductionsitesinMexicoincreasetheiroutput.WhenproductionsitesinMexicolosetheircompetitiveedge(low-costandhigh-qualitylaborandinfrastructure),manufacturingcompaniesnaturallyconsiderrelocation.ItwilldependonthecompetitivenessofthesouthernregionsinMe

χicoandCentralAmericancountrieswhethermultinationalcompaniescanfindsuitablemanufacturingsitesbeyondtheU.S.-Me

χicanborder.Inthete χtileandapparelsector,manyAsian(notablyKorean)companieshaveestablishedproductionsitesinCentralAmerica.WiththeimplementationofCentralAmericanFreeTradeAgreement(CAFTA),CentralAmericamightbecomebetterintegratedintotheNorthAmericanproductionsystemwithregardstoothersectors.Whetherthisisviableornotremainstobeseen,becausetherearenotonlyeconomicfactorsbutalsopoliticalandsecurityconcernsintheregion.

11.InvestmentintheAndeanRegion:ThecaseofPeru

Peru'srelationshipwithJapanisintertwinedwiththehistoryofJapanese

immigration,whichhasfosteredstrongemotionaltiesbetweenthetwonations.
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Withalmost120,000Nikkei,Peru'spopulationofJapanesedescendantslivingin

LatinAmericaissecondonlytoBrazil,whichishomealmostamillion 。DiplomatictieswerestrongduringPresidentAlbertoFujimori'stenure.Intheearly199O's,Peruwasisolatedfrominternationalfinancebecausethepreviouspresident.AlanGarcia,declaredamoratoriumonpaymentsofexternaldebt.Peru,therefore,wasineligibleforloansorassistancefrominternationalinstitutions,includingtheIMFandtheWorldBank.JapansupportedPeruattheinternationallevelandhelpedtoformsupportgroupsforPeruatmeetingswithdebtornationsandorganizations

。AccordingtothereportsofToyoKeizaii

°andinformationfromJapanesecompaniesinLima,JapanesebusinessesinPeruwereandarefocusedonthefollowingareas

－Toyota:assemblyandimportofvehicles ；QuimicaSol:indus-trialdynamiteandgunpowder

；HondaofPeru:motorcycles ；Ajinomoto:monosodiumglutamateseasoning

；andNationalPeruana:drybatteries.Inaddi-tion,itappearsthattheCompaniaMineraSantaRosa,ownedbyMitsuiKinzokuandMitsuiBussan,hasbeenactiveindevelopingsourcesofleadandzinc.Theremainderofthebusinessesdealwithtradeorservices,suchasKawasakidelPeru:shipping

；KintetsuWorld:transportoffishcargo ；NikkoCreativeService:tour-ism

；NissanMaquinarias:importationandsaleoftires ；andMitsuiAutomotriz:importationofvehiclesandcomponents.TherearenorecordsofnewJapanesecompaniesduringthecurrentToledoadministration.TheJapanesemanufacturingcompaniesenteredPerubetween1965and1975,duringPresidentFernandoBelaunde'sterm(1965-68)andVelascoAlvarado(1968-75).ItshouldbenotedthatthenascentmilitaryregimeofVelascodidnotdiscouragetheopeningofnewbusinesses,suchasAjinoraoto,KawasakidePeru,andotheraffiliatesofMitsuiBussan.Viewedinhindsight,theeconomicandpoliticalstabilityofLatinAmericancountrieswasofgreaterimportanceforJapaneseprivateinvestmentthanthetypeofregime.Nonewbusinesseswereinitiatedduringthesucceedinggovernments.OnlyHondawasestablishedduringtheMoralesBermudez'sterm(1975-80),butitwasaninvestmentagreeduponbyschedule.DuringBelaunde'ssecondterm(1980-95)andAlanGarcia(1985-90),nonewcompanieswereestablished.AllcompaniesestablishedduringAlbertoFujimori'sterm(1990-2001)wereliaisonsorrepresentationoffices,althoughthereweresomesmallinvestmentsinmininginpartnershipwithotherforeignornationalfirms.Inshort,however.no
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realpresenceofJapaneseinvestmentwaspresent.

Table3TotalAccumulatedJapaneseInvestmentinPeru

Sectors

Industry

Food

Textiles

Chemical

Metals

Machinery

Electricity

TransportEquipment

Agriculture

Fishing

Mining

Construction

Commerce

Finance/Insurance

Other

Subsidiaries

Property

TOTAL

Accumulated
NumberofCases

I

フ
5
6
2
1

．ｙ

一
3
8
1
1
9
3
0
2

m

―
<
1

／
＾
>
/

＾
"

／

＾
1

112

1951-2002Amount
(InmillionsofYens)

12,070

4,071

m
r
-
f
*

＾
4
3
0
一
r
o
(
N
f
N

1,256

5958

1

5,708

173,581

9,471

7,325

1

3,671

1,989

479

214,247

Note:RegisteredInvestmentFlowpreparedfromofficialdatafromtheMinistryofFinanceof

Japan.

Source:MinistryofFinanceStatisticsMonthly.

Inadditiontotheestablishmentofmanufacturingplants.Japaneseinvestment

wasverydynamicinnaturalresources.FromthealmostUS$2billionaccumulated

JapaneseFDIinPeru,around80 ％(US$1.7billion)wenttotheminingsector(seeTable3).InthissectortheJapanesepreferredtoeithersignlong-termcontractsorofferloansinordertoestablishleveragefortheirpositionsaspurchasers,beforedirectlybuyingassets.OneofthereasonsforthispolicywastoavoidnationalisticreactionswhichtheJapanesehadencounteredinvariouscountriesofSoutheastAsia.ButasDelaFlor[1993]noted.copperwasanexceptiontothispreferencebecausesigninglong-termcontractsdidnotassuredeliveryofthemetal.Becauseofthissituation,theypositionedthemselvesforthepurchaseoftheKatangaminein1973byformingaconsortiumofMitsuiMiningandSmeltingandNipponMining

；throughthe1975purchaseofSantaLucia(zincandtin)bythesameconsortium

；and ―alsoin1975 －throughtheformationoftheCorporationofCopperofMichiquillayinordertoinvestincopperonagrandscale".Unfortu-nately,itwasanobjectiveneverrealizedbecauseofthefailuretonegotiateanacceptableagreementconcerningboththemanipulationofforeigncapitalandthe
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questionoflaborpolicieswiththePeruviangovernment.

Inaddition,intheoilindustrytheJapanesegovernment,incoordinationwith

privatecompanies,offeredloansatlowratesofinterestandwithveryadvantageous

conditionsinordertoensureastableflowof011.ThreeJapaneseglobaltrading

companies,Mitsui,MarubeniandMitsubishi,formedJAPECO(Japan-PeruOil

Corporation),toworkwithPetroperuandCofide(twopublicinstitutions)inorder

tobuildtheNorth-Peruoilpipeline.Therewere,inaddition,similarfinancial

arrangementsfordevelopingtheminesofCuajoneandHuanzala,aswellasother

projectssuchasthecopperrefineryofCajamarquilla,andthecopperoperationof

CerroVerde.Inthefieldoftelecommunications,NECdirectedtheworkforthe

constructionofPeru'sfirstsatellite.NECthenservedasthesourceofequipment

forthecommunicationnetworkswithEntelPeruandcollaboratedwiththePer-

uvianTelephoneCompanyindevelopingtelephonecenters 。Whatstandsoutaboutthisstyleofinvestmentisthefactthatinvestmentsweremadeinpackageswhereprivatecapitalwasdirectlyinvolvedandcoordinatedwithgovernmentalagencies,suchastheJapaneseEximbankandJapan'sOverseasEconomicCooperationFund(OECF)i2.Sinceearly1980s,JapanesedevelopmentassistancewascloselytiedtothelocalneedsofJapanesecompanies.andinvestmentsweremadeintandemwithfinancingfromtheJapanesegovernmentagency.theprivatefirm,andcontractorsinanintegratedpackage.Today,Japanesecompaniesaremoreflexibleandacquireproductsfromnon-Japanesecontractorsinordertoavoidthecomplaintsanddemandsoflocalfactoriesinthehostcountries

。DuringtheadministrationofAlbertoFujimori(1990-2001),politicalandeconomiccooperationwasveryactive.Peruwasaprivilegedrecipientoftechnicalassistanceandloans,directlyfromtheJapanesegovernmentandthroughinterna-tionalorganizations.However,incomparisontotheamountprovidedbyODA(OfficialDevelopmentAssistance),privateinvestmentwassmalP^

。ThegovernmentofJapancommitteditselftosupportingPeru,butalthoughitprovidedconsiderableamountsofassistance,itcouldnotconvincetheprivatesectortoinvestbecauseofthefollowingreasons:(i)InstabilityinPeru.(ii)RecessioninJapan,whichbeganatthebeginningof1990s,(iii)Theso-called

“syndromeofthelostdecade"bywhichseniorexecutiveswerereluctanttoinvestintheregion

；and(v)thelackofatargetedinvestmentpolicy.Thesefourelementsareexplainedlaterinthissection.Japanesecompanieswerebadlyaffectedbytheeconomicrecessionandtheend
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ofthe “bubbleeconomy",andmostoftheseniormanagersofJapanesecompaniesinJapanintheLatinAmericandepartmentsinthe1990swerejuniormanagersintheregioninthe1980s,whenseveralcountriesincludingPerudecidedtostoppaymentoftheexternaldebt

。Inthemanufacturingandservicesectors.businesseswererestructured(seeTable4).MitsuiBussanandMitsuidelPerumergedtocreateTyreServicedelPeril;MitsuiBussanisjointownerwithToyotaJidoshaofToyotadelPeru

；InthissamemannerNissanJidoshaandMarubenijoinedtocreateNissanMaquinariasfromthesamecompanythatwasclosedyearsbefore.Kintetsu,arailroadcompanyoftheKansairegion,whichalsocontrolledmorethan160businesses,includingoneofthelargestsupermarketsinthecountry,wasalsoformedin1995.ThemostsignificantJapaneseinvestmentduringFujimori'stermwastheCominco/Marubeni-aconsortiumcomprisedofbusinessesfromJapan,Canada,andGreatBritainaimedate

χpandingtherefineryofZincdeCajamarquilla.MarubenialsomadeanothersmallinvestmentofUS$10millionin1996inapulppaperplantofYukaritosupplytheirAsianmarket.Incomparisonwiththepreviousdecade,the1990swereafairlygoodtimetoinvestinLatinAmerica.Theso-called

“WashingtonConsensus"advocatingliber-alizationwithopennesstotradeandprivatizationofpubliccompanieswasadoptedbymostofthegovernmentsofLatinAmerica.SoinvestmentfromEuropeancountries,mainlySpain,andfromtheUnitedStates,andalsowithintheregionwasconsiderable.Japanesecompanies.despitegoodprospectsanda

“Nikkei"presi-dentinPeru,werenotinterestedininvestmentinthecountry,inbothmanufacturingplantsnorandprivatization.JapaneseFDIisalsolowcomparedwiththeamountinvestedinChile,aneighboringcountryofPeru.Until1998,JapanwasfourthamongmajorinvestorsinChile.Thatyear,JapaninvestedinthecoppermineLaEscondida,andsincethenitsinvestmentshaveincreasedsubstantiallywiththecupriferousprojectsofLaCandelaria

、andwiththedevelopmentofLosPelambres,anenormousprojectofUS$1.3billion.AlthoughtheprivatizationofpubliccompaniesstartedinChilein1982,theJapanesewerenotimmediatelyattractedbythetrendandbegantoinvestsixyearslaterwiththeLaEscondidamine.Distributionbyindustrialsectorsshowsthatbesidesinterestincopper.largeJapaneseinvestmentsweremadeinfishing.fc:)restproductsandagriculture.mainlynaturalresourcesthatwerethenexportedtotheJapanesemarket.
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Ahistoricalbackgroundprovideslighttothelowerlevelsofinvestmentduring

Fujimori'sterra.Inthe1970s,despitegoodfinancialconditionsforJapanesefirms.

severalprojectsneverprogressed.Atthattime.Japanwasinterestedinestablishing

apermanentsourceofcopperinLatinAmerica,arolelaterwonbyChile.Also,

intheearly1980s,PeruhadjustdecidednottopayMarubeniadebtforthe

constructionoftheNorth-Peruvianoilpipeline ；Again,fiveyearslaterduringthegovernmentofAlanGarcia,privateJapanesebankswereaffectedbytheimposedmoratoriumonthee

χternaldebt 。Inadditiontotheaboveissue,theinstabilityinPerumustbeaddressed.Inthelate1980sterroristattackstargetedtheBankofTokyoandNissanMotors(BankofTokyoimmediatelywithdrewfromPeruandNissancloseddownitsplantseveralyearslater).Again,in1993threeengineersfromtheJapanInternationalCoopera-tionAgency(JICA)wereassassinatedinHuaral,acitynorthofthecapitalLima,andtheeventcausedenormouscommotionintheJapanesepublic.Lastly,whentheprospectsforJapaneseinvestmentseemedtobeimproving,inDecember1996theresidenceoftheJapaneseambassadorinLimawasseized.Theincidentresultedinafive-monthstand-off,whichnegativelyaffectedseveralinvestmentplansinthecountry.TheeconomicrecessioninJapanalsoprovidedacauseforrestraint.Withlimitedroomtomaneuver.JapanesefirmspreferredtofocusonAsiaandWesternEurope,andinsomeLatinAmericancountriessuchasMexico(whoasamemberoftheNAFTAagreementwasadoortotheU.S.market),insteadofriskingcapitalinPeru.JapaneseFDIwasalsolimitedinthe1990sbythe

“syndromeofthelostdecade".SeniormanagersincompaniesinJapaninthe1990s,whowerejuniorormiddlemanagersinthe1980swhenadebtmoratoriumalsoaffectingJapaneseprivatebankswasimposedbyseveralcountries,wereafraidoffurtherfutureinstability

。Lastbutnotleast.oneofthemainobstaclestoincreasedJapaneseinvestmentwasthelackofatargetedpromotionpolicysuchasthoseimplementedbyEastAsiancountries.Inearly1990s,afterFujimoricametopower,thePeruvianeconomyhadstabilizedandterroristshadbeenseverelyweakened.Asaresult,foreigninvestment(non-Japanese)begantoincreaseinamountswhichprobablymadeitunnecessarytoseekJapaneseinvestment.AclosertradepromotionpolicywithJapan,letaloneAsia,wasabsent,andtheregularbiannualmeetingsofJapan-Peruprivatecompaniesfailedtoproduceanyconcreteresults.
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iii。InvestmentintheEasternzone:ThecaseofBrazilJapaneseinvestmentinBrazilisshapedbythreeelements:1

）ThefactthatitisthelargesteconomywiththebiggestmarketinLatinAmerica

；2 ）ItsmembershipwithMercosur,theCommonMarketoftheSouthwithArgentina,UruguayandParaguay

；and3 ）Itsrelativelydevelopedindustryandseveralproductionsclusters.BrazilisalsohomeofJapanesedescendents,morethanonemillion.However,incontrasttoPeru,theNikkeiconnectionisonlyamarginalelementinexplainingtheeconomicrelationsbetweenJapanandBrazil,thoughitcanbesaidthatBrazilattractedJapaneseimmigrantsattheturnofthe20

°centuryandinthe1950swiththehopeofbecomethecountryofthefuture.ItwouldnotbeanunderstatementtosaythatBrazilisjusttoobigtobeignored.JapaneseprivatecompaniesconsiderBrazilthemostpromisingmarketinLatinAmerica.TheannualstudyoftheJapanBankforInternationalCooperation

Table4IntentionsofInvestmentofJapaneseCom-

paniesinNextThreeYears(Survey2004)

Order

1
2
3
4
5
6
7
8
9
1
0

11

日

13

14

14

16

17

18

19

19

Country

China

Thailand

India

Vietnam

USA

Russia

Indonesia

SouthKorea

Taiwan

Malaysia

Singapore

Germany

Brazil

Philippines

France

CzechRepublic

Australia

Poland

MeχicoUnitedKingdom

Firms

453

151

117
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0
9
8
4
1
8

0
4
4
4
4
2

1

17

17

16

15

15

12

11
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Q

／
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N
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Note:Multipleanswerspermitted.Totalsurveyed

497Japanesecompanies.

Source:JBIC14
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(JBIC)onIntentionofInvestmentshowsthatinthenextthreeyears.Braziland

Mexicoareimportantmarketsforexpansion.Thelistincludes20countriesandis

basedonnearly500Japanesefirmssurveyedwithoperationsoverseas(SeeTable4) ・Thedatapointtotwointerpretations.ThefirstisthatLatinAmericancountriesarebehindAsiaandareevenbeingsurpassedbyEasternEuropeancountries.0ntheotherhand,Brazilistheleadingdestinationoffutureinvestment.apositionrecentlyoccupiedbyMexico.Brazil'seconomyisconsideredtobeexpandingwhilemaquiladorasinMexico,thoughstillstrong,aresufferingfromcompetitionfromAsiancountriesandChinainparticular'^.TheimportanceofBrazilisalsohighlightedbytheexistenceoftheJapanBrazilEconomicPartnershipAgreement(EPA)supportedbyKeidanren,theJapaneseEconomicFederationofPrivateFirms,whichhastheobjectiveofdeepeningeconomicrelationsbetweenJapanandBrazilforinvestmentandtrade.ThelastmeetingconvenedinMay2004includedthefollowinglistexplainingBrazil'simportanceandpotentiaP^:

・ImportantproductionandsalesbaseinLatinAmerica

°Economiccomplementaritybetweenbotheconomies

°OperationsofJapanesecompaniesinBrazil

゛Increasedbusinessopportunities

JapaneconomicrelationswithBrazilwereinitiallymarkedbynatural

resources.Inthe1960sand1970sJapaninvestedheavilyinsteelandmetalsandin

agriculture.AswastheusualpracticeoftheJapanesegovernmentactingasanaxis

withtheprivatesector,theinvestmentswereengineeredbyeconomiccooperation.

ForexampletheinvestmentintheUsiminasSteelPlant(UsinasSiderurgicasde

MinasGerais ）andthedevelopmentoftheCerradoregionwereundertakeninconjunctionwithseveralprojectsbyJapaneseprivatecompanies

。StilltodaythemaineconomiccooperationprojectsareUsiminasandCerrado

，withtheAmazonaluminumrefinery,theSenibraprojectforpaperpulpdevelop-ment

，theCia.SiderurgicaTubarao,andtheCarajdsironminedevelopment 。JapaneseinvestmentwenttoBrazilwhenbothcountrieswerepassingthroughtheirrespectivehighspeedgrowthcycles.LeonHollerman,authorofanimportantstudyonJapaneseInvestmentinBrazilwrites,

“Duringtheperiod1955-1970,Japan'sannualaveragegrowthratewas10.2percentinrealterms.InBrazil,inrealtermsduring1969-1973,growthwasmorethanllpercentannually"^^.Intheearly
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1960s,asintherestofLatinAmerica,ImportSubstitutionpolicieswerefirmlyin

practiceinBrazil,andthedevelopmentstrategyimplementedbyPresidentJuscelino

Kubitschek （1956-1961 ）ledthecountrytoreachhighratesofgrowthbasedonmassivepublicinvestment,publicworksandexpansionofdomesticmarkets.Kubitschek'smotto

－“50yearsin5" ―summarizesthespiritofthistimeandhelpstoexplainwhyJapanfeltencouragedtoinvestinBrazil.Thiswasthefirstwaveofinvestmentwhen

（tradingcompanies)andbankswenttoBrazil.Thesecondwavestartedinthelate1960swithmassiveinvestmentfrommanufacturingcom-paniesincludingsmallandmedium-sizedenterprises,whichwerestrugglinginJapanduetotheoilshock.Thethirdwavebeganinthe!980s,withthesecondoilshockcoincidingwiththeexpansionofJapaneseoverseasinvestmentworldwide

。JapaneseinvestmentisgeographicallyconcentratedinthestateofSaoPauloandinrecentyearsintheManausFreeZone.InbothareasJapanesecompaniesengageincommerce.manufacturingandbanking,withtraditionalsectorsthereandelsewhereformining.petrolandagriculture

。Sincetheearly1990sJapaneseinvestmenthasstagnated.Despiteaconsider-ableinvestmentpresencefromSpain,inbankingandtelephonyfirms,(Spanishinvestmentboomedinthe1990s)whichrevealedthepotentialofthecountry,Japanesehavemaintaineda

“waitandsee"position'^.BrazilstillcomprisesmorethanhalfofJapaneseinvestmentinLatinAmerica,withmorethanUS$5billionofaccumulatedinvestment.AndinthelasttwodecadesBrazilhasdevelopedindus-trialsectorssuchasaircrafts,IT,banking,andevengeneticswhich.excludingJapan,areattractingconsiderableoverseasinvestments^.ForexampleAESCorporation,aU.S.firmbasedmainlyinBrazil,isthelargestelectricitycompanyintheworld.OtherstrongfirmsinthecountryareBancoBilbaoandVizcaya,TelefonicaforSpainandPortugalTelefonica.Nothingofsimilarscaleisobservedf(:)raJapanesefirminBrazil.AccordingtoKeidanren,therearemorethan350JapanesefirmsoperatinginBrazil.Itisinterestingtonotethatdespitetherelativelylargenumber,theyaremostlyindependentfirmswithoutproductionnetworksasinEastAsia.BrazilisbyfarthemoreadvancedindustrialcountryinLatinAmerica,butduetoaparticularindustrialclusteringorotherreasonswhichmustberesearchedfurther,Japanesefirmsarenotnetworkedinaproductionchain.MercosurcanactasanimpetusforJapanesecarmakerstoincreaseproductionanddeepenproductionlinkagesbetweenBrazilandArgentina.However,discussionsontariffsandpol-
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icieshaveledbothcountriestoprotecttheirmarketsinordertobethebasecountry

forautomobileproduction.BrazilandArgentinaarecompetingwithprotectionist

tariffsandmeasureswhichattheendwillnotencourageproductionlinks 。ConsideringtheebbandflowsthatcharacterizetherelationshipbetweenJapanandBrazil,andtheinfrastructureandpresenceofJapanesefirmsinthecountry.adeeperrelationshipcanbebetterdevelopedifJapanesecompaniesdecidetodoso

・TheJBICsurveymentionedearlierisanindicatorofinterestwhichmustnotbeneglected.

III.JapaneseInvestmentModelInterrupted

Japan'sforeigninvestmenthasthreeprincipalobjectives:(1)Toguaranteea

consistentsourceofrawmaterialsanduseabundanteconomicfactorsoverseas ；(2)ToprotectitselfagainsttheformationofpotentialregionalagreementsthatmightexcludeJapan,especiallythoseinthevehicleandelectronicindustries

；Andmorerecently(3)Tosecurediplomaticleverageandpresenceby

“softpower ”2o。Japaneseindustrybeganitspostwarreconstructionwithincreasedgrowthintheexportationofmanufacturedgoods.principallytotheUnitedStatesandthentoSoutheastAsia,allofwhichaddedtotheaccelerateddevelopmentoftheJapanesedomesticmarket.Thesewereallfactorsthatcreatedademandf(:)ramuchhigherquantityofrawmaterials.InLatinAmerica,JapaneseFDIstartedinthe1950sand1960s,primarilyinBrazil.Theoilcrisisin1972coincidedwiththefirststagesofacceleratedgrowthinBrazil,theso-called

“BrazilianMiracle,"andJapan'sfinancialinterestswereredirectedtowardcountriesthathadoil,therebyaccentuatinginvest-mentsinMe

χicoandVenezuela.Towardtheendofthe1970s,JapanesecompaniesbegantoinvestintheemergingindustrializednationsofAsia,Taiwan,Singapore,SouthKorea,andHongKong,wheretheyfirstimplementedanewstrategyoftransferringthemanufacturingoftheirsecond-generationproducts.Furthermore,withthesupportofODA,theybegantoestablishastructureofproductionthatembracedallSoutheastAsia

。Inthe1980s,theaccumulationofenormouscashreservesandthee

χistenceofanindustrialnetworktransformedJapanesecompaniesintoamajortransnationalplayer.InLatinAmerica,towardthelatterpartofthe1970s,theconceptof

“importsubstitution"aswellasatendencytowardstrongprotectionismremained
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inplace.Butpotentialproblemswithforeigndebtbegantoappearonthehorizon ・AtthatmomentitmighthavebeenpossiblefortheJapanesetoputtogetherasolidinfrastructureforinter-regionalproductioninLatinAmerica.Butduetositua-tions,suchasrecessionandanexternaldebtcrisis,Japanesebusinessgaveprioritytootherregions.InvestmentintheUnitedStatesincreased,andthecontinuingfocusonSoutheastAsiaandEastAsiawasreinforced

。Itisimportanttonotethatuntil1988,PerurankedthirdbehindBrazilandMexicoasaLatinAmericanrecipientofJapaneseFDI.ThestatisticsfromtheJapaneseMinistryofFinanceindicatethatbetween1952and1988,BrazilreceivedUS$4.8billion

；Me χicoreceivedUS$1.5billion ；andPerureceivedUS$0.6billion.Thesenumbersincludesumsthatwereinvestedinthefinancialsector,includingthepurchaseofpropertiesandsecurities,constructionandrealestate.Evenwhentheamountinvestedinthefinancialsectorisdisregarded.thethreecountriesretaintheirsameranking

。Towardtheendof1989,thesituationbegantochange.InadditiontoBrazil,theprominenceofFDIinvestmentinPanamaandChilebegantoincrease.Brazil,ofcourse,continuedtomaintainitsimportancebecauseofitsrelationshipwithMERCOSUR

；Panamagrewinimportanceasafinancialbridge ；andinChileFDIexpandedundertheimpactofsteadilyincreasingcommercialactivitieswithJapan

。WhathavebeenthedeterminingfactorsofJapaneseFDIinLatinAmerica?Thestrategycanbedividedintofourstages(seeFig.l.).Between1950and1970,giventherapidlyacceleratinggrowthoftheJapaneseeconomy,anassuredsourceofrawmaterialswassought.Inaddition,Japanlookedtowardthecreationoffactoriesinordertoobtainaportionoftheoverseasmarket,especiallyinthefieldsoftextiles,vehicles,andbasicelectronicproducts,takingadvantageofthegeograph-icalaxisrunningthroughBrazil,Mexico,andPeru.Between1970and1980attemptstoensureareadyandconsistentsourceofrawmaterialscontinuedasahighpriority.Beginningin1980,theobjectivewastosecurebasesforproductioninamovementtowardhugeconsumermarketssuchasMERCOSUR,NAFTA,andvariousregionalmarketsestablishedthroughbilateralagreements.ComparingtheevolutionofJapaneseFDIinLatinAmericawiththestrategyemployedinAsia,anumberofvariablesstandout.Between1960and1970,textilefactoriesandagriculturalproductprocessingwereestablishedinSoutheastAsia.Intheensuingperiodbetween1970and1980factoriesproducing

“secondgenera-
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tion”goodswereintroduced."Secondgeneration"goodsareproductswhicharetechnologicallyobsoleteandarecharacterizedbylowprofitmargins.Forexample,black&whiteTVtelevisionsetsbecamesecond-generationproductswhencolortelevisionappearedonthemarket.Similarly,laserprintersdisplacedearlierinkjetprinters

。TheestablishmentofaregionalproductionnetworkinLatinAmericahasnotbeenpossiblebyseveralfactors,including(i)thelackofanintegratedtransporta-tionandlogisticsinfrastructure,(ii)standardizationoftradepoliciesintheregionfortariffsaswellasnon-tariffbarriers,(iii)incipienttradeexchangesamongcountries,(iv)lackofcooperationandsimultaneousinvestmentpromotionpolicies.and(v)lackofeconomiesofscaleduetoinequalityandlimiteddemand.ThesefactorshaveallaffectedPeru.AsamediumsizecountrywithastrategicgeographicalpositionontheWestCoastofSouthAmerica,itisseeminglywellpositionedforinvestment.However,thecountryhasnotbeenabletoeffectivelyuseitsrelativeclosenesstoJapan.Inthe1980s,aformerMinisterofForeignAffairsofJapan,SaburoOkita,advocatedtheframeworkofFlyingGeesedevelopmentinLatinAmerica^^.Withthatphilosophythe

“OkitaFoundation"wascreatedinArgentinatobeacenterforcontinuousexpansionofaco-prosperitysphereinLatinAmerica.TheFlyingGeesescheme,however,requiresacountrynotonlytopassivelyreceiveinvestmentandassistance,butalsotoembraceapolicyofinvestmentpromotion,tradetoward
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theinvestmentsourcecountry,anddomesticallystrongandrapidprogressionof

humanresourcedevelopmentinordertosupportfurtherwavesofinvestmentand

continuousupgrading ・
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TheoriginalAkamatsuschemeisdividedintotimestages （seeFig.2. ）,whereattl:certaingoodsareimported,att2:domesticproductionstarts,andatt3:domesticproductionincreasesandexportsincrease.Thisschemeassumesforeigninvestmentanddomesticinstitutionalandeconomicreforms

。InLatinAmerica,theFlyingGeesehavestartedatvarioustimesbutendupstoppingbecausesuchschemesareunsustainable.SeenewlinesinFigure3,where

“Production"cannotincreasebecauseproductivityincreasesareconstrainedbyalackofhumanresourcesandsmalldomesticorregionalmarkets.Thus,exportsnevertakeoff,oriftheydo.areinadequatetosustainenoughsubsequentwavesofinvestmentandexportstocreateaFlyingGeeseindustrialpatternofdevelopment.LatinAmericancountriescannotescapefromthis

“startandstop"trapbecausehumanresourcedevelopmentandforeigninvestmentarelinkedandmustincreaseandimprovesimultaneously.DocumentsproducedbyJapanesescholars.suchasOkita,aswellasseveralreportsandcountrystudieshaveemphasizedthesepointsmentionedabove.Forexample,in1998,theJapanInternationalCooperationAgencyproduceditsCoun-tryReportonPeru.ThestudywasledbyAkioHosono,seniorscholarand
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AmbassadorofJapaninElSalvadorasof2004.TheJICAreportrecommends

developmentwithparticipationandindustrialgrowth.Oneoftheappendixes

includesastudybyMitsuhiroKagamionclusterdevelopment,alaMichaelPorter^*

style,inwhichanisolatedfirmneedsacomprehensiveframeworkofrelatedindus-

triesandinfrastructuretodevelopasanindustrialcluster.Kagamiidentifies

nascentPeruvianclustersandrecommendspromotingthematadomesticlevelin

Peru,andthroughrightspromotionpolicies.Notsurprisingly.thereportrepeats

previousstudiesfrompublicorganizationsinJapan(unpublishedstudiesbyJETRO

andMETI ［TheMinistryofIndustryandTradeformerlyMITI ］）aboutincreasedassistanceforeducationanddevelopmentofhumanresources.HosonodedicatesawholechaptertoproposeamoreparticipatoryagreementinPerutoreduceinequal-ityandpromoteparticipationwhichwillleadtogreateropportunitiesinthelabormarketandineducation.

IV.Concludingremarks

ThisessayillustratesthemodalitiesofJapaneseforeigndirectinvestmentin

LatinAmerica.Threecasestudies （Me χico,PeruandBrazil)illustratehowJapanesecompanieshavecopedwithLatinAmerica'seconomies.WebelievethatfurtheranalysisofwhytheFlyingGeesestartsandstopsinLatinAmericaisapressingresearchtopic.Thisthemeisextremelyrelevanttotheregion,especiallyas
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foreigninvestmentfromChinaispreparingtoentertheregion.Acomparative

evaluationofJapaneseforeigndirectinvestmentandChineseforeigndirectinvest-

mentisanotherpromisingresearchtheme.Weconcludethisessaybymentioning

futureresearchtopicsrelatedtothethreecountriesweexamined.

Wepointoutthatdespiteforeigncompetition,anexportbaseisconsolidating

inthecaseofMe χico'sborderregion.ItremainstobeseenwhetherthiswillcauseachainreactiontowardformingAkamatsu'sFlyingGeesepatterninotherareassuchasMexico'ssouthernstatesandCentralAmerica.Thekeystosuccesswilllikelyhingeonlaborqualityandinfrastructure,aswellaspoliticalandsecurityissues.AnimportantresearchtopicistoelaboratefurtherconditionstodeveloptheFlyingGeesepatterninthearea.ThisessayemphasizestheobstaclesfacedbycountrieslikePeruinsustainingforeigndirectinvestment.InthisAndeanregion,suchsustainabilitymightnotoccuruntilmoredomesticreformsareimplemented.Successofthosereformswilldependonaspecificdomesticcontext.becauseitisunlikelythatawaveofJapaneseinvestmentisonthehorizon.However,theemphasisonhumanresourceupgrad-ingandabroadeningofmarketstoamplifyeconomiesofscale,aswellaswell-focusedinvestmentpromotionpolicies,areextremelyimportantfordomesticpolicyconsiderationsinpromotingdirectinvestmentfromJapanornewinvestmentplayersintheregionlikeChina

。Webelievethelargestmarketintheregion,Brazil,willreceivefurtherdirectinvestmentfromJapan.Brazilisalargemarketonitsown,abletosurviveeconomicallywithoutspreadingorlinkingitsindustrieswiththerestofLatinAmerica.Thisislikelytochange,however,sinceagreaternumberofmulti-nationalsareusingBrazilasaregionalproductionbase.Japanesefirmswillundoubtedlyfollowthistrend.Judgingbyitssize,BrazilseemstobetheidealcandidatetobecometheFlyingGeeseplayerinSouthAmerica,asMexicoshouldbeinCentralAmericaandtheCaribbean.However,certainconditionsarerequired.ManufacturingintegrationinLatinAmericaisaffectedbygeography.whichmakesphysicaldistanceslonger.Thepotentialf)

「suchintegrationandtheconditionsthatarelikelytospurcross-borderinvestmentandindustriallinkagesareimportantresearchtopicsthatmustalsobetranslatedintotorea!mofpublicpolicy

・
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SeeDiamond,Jarred(1999)"Guns,Germs,andSteel:TheFatesofHumanSocieties".

ForananalysisoflogisticsseeBonifaz,JoseLuis,FernandoGonzalez-VigilandRoberto

Urrunaga （2002 ）LogisticsandMarkets:Overcomingthecha!lengesofadifficultgeography ；inLatinAmericaCompetitivenessReport2002.

5 “In1973,industriesrequiringhighlevelsofenergysuchasironandsteel,non-ferrousmetals,chemicals,paperpulpandpaper,declinedtoapointofdepression,whiletheproductionofautomobilesandelectronicproductssoaredduetotherelativelylowuseofenergyfortheirproduction(SeeKagam

丿995,pp.128-129 ）.

SeeKojimaandOzawa(1984)

SeeWhiting （1992）formoredetailforforeigninvestmentupto1980s ・SeeSklair

（1993 ）foranalysisonMaquiladoraprogramuptoearly1990s.SeeTaniura

（2000 ）ondetailedanalysisontelevisonsetsectorinMe χico.SeeToyoKeizai,2004.ForadetailedchronologyofthisfirstperiodofJapaneseinvestmentwithmajoremphasisonrawmaterials,seeDelaFlor,1993.BothweremergedandarenowtheJapanBankforInternationalCooperation(JBIC).Forexampleanopinioncolumnin1998inPeru'sGestionNewspaperwastitled

“TheIllusionofJapaneseInvestment"

（Bustamante,1998 ）.JBIC2004.IntheJBICSurveythreeJapanesecompaniesindicateplanstotransferproductionfromMe

χicototheusandAsia

（ChinaandSingapore).

16Japan-BrazilPartnershipAgreementdocumentscanbeaccessedthroughtheJapanKeidanren

Website.［www.keidanren.or.jp ］.JapanhasotherEPAswithSingaporeandMe χico.Since

EPAsaresupportedbyKeidanren,theire χistenceisthemainthermometerofJapaneseinterestinaforeigncountry.SeeHollerman(1988

）,Pag.93..SeeHosono,Akio.

（2000）."RatenAmerikaniOkeruGaikokuChokusetsuToshi".Mimeo 。

［//j/ ～hosono/gaikoku.PDF ］SeethisgraphicexampleonECLAC(2000

）.Page45.

“SoftPower"isane χpressioncoinedbyHarvardpoliticalscientistJosephS.Nye,Jr.,whousedittodescribethewaysinwhichtheUnitedStatesgainsinfluenceinworldgeopoliticsbymeansotherthanmilitaryactionandstrength.ThistermcanalsobeappliedtoJapan

・Preparedbytheauthors.SeeOkita

，1980.LinesforLatinAmerica(LA

）areaddedbytheauthors.HarvardBusinessSchoolProfessorofmanagement,authorofseveralbooksandadvocateof
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clusterdevelopment.
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