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JAPANESE-AFFILIATED FIRMS AND ENVIRONMENTAL
PROBLEMS IN CHINA
: ENVIRONMENTAL IMPLICATIONS OF THE FOREIGN

DIRECT INVESTMENT
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ABSTRACT; Vigorous industrial relocation is taking place in Asia due to various factors such as labor costs,
changes in the exchange rate, and expansion of market. Japanese manufacturing industries, in particular, largely
shifted their production basis to other countries. This paper discusses the environmental implications of the
increased presence of Japanese-affiliated firms in China which is the second largest recipient country of Japanese
foreign investment next to the US. The number of foreign-affiliated firms gradually increased in China since
the 1980s: in 1994, the share of foreign-affiliated firms in the industrial gross output value of China amounted
to 13.6% while it was as large as 38% in the province of Guangdong. Foreign-affiliated firms usually adopt the
same technology as they have used in their home countries, and it greatly contribute to the modernization of the
industrial technology in the recipient country in terms of pollutants emission and primary resource consumption
per production. It is estimated that the contribution of foreign-affiliated firms to the total energy consumption
in China was about 2% while they contributed to reduce the energy intensity per production (energy consumption
per GDP) in China by 26.5% from 1982 to 1994. Their contributions were more remarkable in the province of
Guangdong.

KEYWORDS; direct foreign investment, Japanese-affiliated firms, industrial relocation, energy consumption,
China
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