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factory construction within Japan  while factory construction in Japanese companies (and 
their affiliates) overseas has declined.  “Japanese companies registered to build 1,782 
factories in Japan last year, up from 844 four years ago, and the highest number in 14 years 
according to government figures. Meanwhile, they are building fewer plants abroad—182 in 
the year ended March 31, down from 434 four  years earlier, according to a government 
survey of 19,000 companies”  (Hayashi, page 14). 

 
Chart 1:  Domestic factory construction in Japan and new overseas operations started 

by Japanese companies 
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Notes: This Chart is reproduced from the Wall Street Journal article by Yuka Hayashi on June 12, 
2007.  According to the original notes, the year in overseas operations data covers from April of the 
previous calendar year to March of the year indicated. 
Source: Japanese Ministry of Economy, Trade and Industry 

 
While it  is  all well and good to analyze the decline in the real exchange rate of the yen 
against the dollar and  the euro as presented  earlier in the paper, Hayashi’s article also 
compared the changes in hourly nominal compensation costs for manufacturing  workers 
from 1995 to 2005 across the broader spectrum of countries shown in Chart 2. Notably, “the 
average dollar denominated wage  for a Japanese manufacturing worker was $21.76 in 
2005, down 7.3% from  a decade earlier according to the U.S. Bureau of Labor  Statistics. 
During the  same period, the average wage in the U.S soared 38%  to $23.65, while the 
German average climbed 9.6% to $33”.  Chart 2 also  shows wages in other East Asian 
countries  rising  faster  than  in  Japan.  Korean  wages  rose  a  remarkable  86%  while  a 
guesstimate for the PRC is 211%. However, the PRC’s absolute wage level of $1.33 is still 
so low relative to Japan’s that this high percentage increase is less meaningful. 
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