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ABSTRACT
This paper examines Japanese foreign direct investment (FDI) in Australia in its historical continuity and change and postulates on the underlying factors. For research methods, it resorts to archival sources and qualitative induction and deduction logic. Findings suggests that there are four driving forces, namely, severe scarcity of manufacturing inputs, high cost of labour, accumulation of surplus funds for investment abroad, and firm-specific and internally created management resources in Japan have propelled its FDI to Australia. In addition to these imperatives in Japan, Australia’s three sets of national advantages, namely, the advantage or resource endowments, created and nurtured advantage of an affluent domestic market, and the advantage from its historical role in promoting globalization, have attracted Japanese FDI. Especially, these national favourable conditions have enticed the market and resource-seeking Japanese multinational corporations (MNCs) to select Australia for direct investment and other business operations. Japan’s trade frictions with the USA and other developed countries, instability in its resource procurement sources, and imperfections in its domestic labour and capital markets further drove its MNCs to invest in Australia. Australia, on the other hand, embraced Japanese FDI and MNCs since these were stable in nature and promising for a continued business and economic engagement. Australia also finds Japan as a partner for promoting and harvesting additional benefits from business and economic globalisation in the Asia-Pacific region, where Japan plays a significant role. Both countries’ strengths, weaknesses, and national interest work centripetally and centrifugally to benefit from their mutual engagement and advantage.  
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1. INTRODUCTION

Japan’s aggregate annual outward FDI flow to Australia has increased from barely US$1 million in 1965 to US$468 million in 1985, to US$1.854 billion in 2004 (JETRO 2008).  Its FDI stock in Australia has also increased constantly from US$6.881 billion in 2001 to US$19.107 billion in 2008. Australia alone receives about 6.0 per cent of Japan’s outward FDI, and is increasingly consolidating its position as a major receiver of Japanese FDI and MNCs, which has heightened interest among researchers (Anderson 1998, Bayari 2004, CEDA 1997, De Silva 2006, Ishii 2000, Kumarashinge & Hoshino 2009, Tanno 2005, Tsumori 2001). This paper examines Japanese FDI to Australia in its historical continuity and change, and postulates the factors that have caused such movement of FDI to this country. The paper resorts to archival data sources and qualitative induction and logical deduction to conduct the research. As a prelude to investigate various factors that induce FDI, it examines various FDI theories, and develops a logical basis of analysis and explanation. The paper proceeds as follows: First, it makes an investigation into the flow of FDI from Japan to Australia from bilateral as well as global perspectives. Then, with a brief overview of the major theoretical arguments of FDI by MNCs and nations, it examines the competitive advantages available in these two countries that initiated, proliferated, and sustained their FDI businesses. Finally, summarising the research findings, it concludes that Japanese FDI to Australia will further flourish due to both nations’ historical reliance on mutual advantages and/or endowments. 
2. WORLD’S OUTWARD FOREIGN DIRECT INVESTMENT AND JAPAN

World Investment Report (UNCTAD, 2009) shows that world’s aggregate outward FDI has increased and reached a record high level of US$1.997 trillion (at current prices and current exchange rates) in 2007 (see Table 1). It was in the range of US$632-US$735 billion during the first four years of the current millennium (Khondaker, 2006), but rebounded and amounted to US$881 billion in 2005 and US$ 1.323 trillion in 2006 (UNCTAD, 2008). Major suppliers of FDI included the USA, UK, Canada, Austria, Belgium and Luxembourg, Denmark, Finland, France, Germany, Italy, Netherlands, Norway, Portugal, Japan, Singapore, South Korea, Taiwan (Chinese), Hong Kong SAR, China, Brazil, and Australia. The tiny nation of Virgin Islands came into the limelight as an investor nation since 1993. Dubious tax regimes here enticed many investors to channel their investments through this country (Khondaker, 2006), and this has already raised high levels of concern in the community of big investor nations. 

---------------------------------

Insert Table 1 here
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Japan’s aggregate outward FDI was US$355 million in 1970, and it had increased to US$1.76 billion in 1975, to US$2.39 billion in 1980, to US$6.45 billion in 1985, and to US$48.02 billion in 1990. It came down to US$22.63 billion in 1995, but again rose to US$31.56 billion in 2000, to US$45.78 billion in 2005, and to US$73.56 billion in 2007 (at current prices and current exchange rates). These volumes represented 2.51 per cent (for 1970), 6.12 per cent (for 1975), 4.63 per cent (for 1980), 10.41 per cent (for 1895), 20.09 per cent (1990), 6.26 per cent (for 1995), 2.56 per cent (for 2000), 5.20 per cent (for 2005), and 3.68 per cent (for 2007) of the total world-FDI outflows in those years (see Table 2) (UNCTAD, 2008). In other words, Japan’s outward FDI increased constantly from 1970 to 1990 and declined throughout the 1990s, firstly, due to the structural adjustment problems following a big-bang reform in the banking and finance sector; secondly, the failure of the corporate sector in the aftermath of Plaza Agreement in 1985; and thirdly, the financial crisis in Asia since 1997. The enormous problem of non-performing loans in the banking sector in those years discouraged Japanese MNCs to undertake risky Brownfield and Greenfield FDI projects. However, the economic downturn and corporate turbulence were gradually brought under control by 2005, which boosted outward Japanese FDI in aggregate and as share of the total flow worldwide. 
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3. JAPANESE OUTWARD FDI TO AUSTRALIA 

The chronicle of Japanese outward FDI dates back to its colonial expansion to China, Mongolia, Manchuria, and Korean Peninsula, and the bulk of those investments in both government and private sectors went to the projects and industries that strengthened its military and administrative interests in those countries. Post World War II, not only its domestic economy and industries were ruined by air, sea, and ground attacks of the Allied Forces, Japan had to abandon all its foreign occupations and retreat from those colonies. This led to a virtual end of its FDI and business abroad. Reconstruction activities were launched under guidance and supervision of the occupied Allied Forces General Headquarters (GHQ). Japanese control of economic management and political administration was revived gradually. It reached its pre-war economic development level in 1950; reached a breakeven level in international trade and payments in 1955; and secured a positive balance of payment position in 1960, which made funds and resources available for investment abroad. Japan resumed its outward FDI since the second half of the 1960s (Khondaker, 1994, 2007).   

The first Japanese FDI in Australia took place in 1860, when a Japanese beverage giant Kirin Beer established Lion Nathan Pty. Ltd. in New South Wales (Sydney) to produce and sale alcoholic beverages locally, which currently employs about 4,100 people with a capital of A$436 million (Toyo Keizai, 2008). Muswellbrook (Idemitsu) Coal invested in 1920 and Bridgestone in 1939. Among other early entrants in the minerals sector, for example, A&D Mercury (1954), Noritake (1958), Asahi Diamond (1959), BHP Mitsui Coal (1962), Citizen Watch (1965), Daikin (1969), Dampier Salt (1971), IHI Engineering (1971), Makita (1973), Port Waratah Coal (1977), Tokyo Marine (1977), Nippon Steel (1977), Idemitsu (Boggabri) Coal (1979), Bligh Coal 1980 (Idemitsu’s subsidiary), J-Power (1982), Japan Alumina (1984), and Japan Australia LNG (1985) are still prominent.

Japanese general trading houses (Sogo Shosha) came to Australia in different phases and forms. Kanematsu commenced its bilateral wool trade in 1890; Mitsui and Mitsubishi were well established before World War II; and by the early 1960s, all nine Sogo Shosha had fully operational subsidiary companies in Australia (CEDA, 1997). Nissho Iwai, ITOCHU, Tomen, and Nichimen invested in 1957, Marubeni in 1960, Mitsui in 1959, Kanematsu in 1967, Sumitomo in 1977, Okaya in 1977, Tokyo Boeki in 1971, and JFE Shoji Trade in 1980, and traded in wool, mineral ores and metals, primary energy raw materials, and farm products. These companies were pioneers in establishing local subsidiaries, making joint ventures with Australian companies, and promoting alliances and cross-industrial group connections with competitors and friends from Japan.  

Prominent Japanese manufacturing investors included Hitachi Construction Machinery (1949), Ricoh (1967), Seiko (1970), Fuji Xerox (1971), Sharp (1971), Rinnai (1971), Fujitsu (1972), Sanyo (1973), Pioneer (1973), NEC (1974), Toshiba (1974), Kenwood Electronics (1977), Canon (1978), and Panasonic (1978). Major entrants into the primary industries sector include Rangers Valley Cattle (1972), Zenchiku (1972), Tasmania Feedlot (1973), Nippon Meat Packers (1978), Miyuki Pastoral (1980), and in the food processing sector included Kikkoman (1980), National Foods (1991), and Meiji-Dairy (1994).   

Japanese FDI in the automobile sector took place with Toyota Motors in 1963, Nissan Motors in 1966, Mazda in 1967, Honda in 1969, Kawasaki Motors in 1975, Kubota Tractor in 1977, Suzuki in 1980, and Yamaha Motor in 1983. These were followed by their sub-contractors and suppliers such as Toyo Tyre and Rubber in 1975, Yokohama Tyre in 1976, and Nihon Denso in 1998. At present, almost all major Japanese MNCs have their operations (subsidiary companies, branch offices, and sales units) in Australia, and they occupy a sizeable share of the local and regional markets (Kumarasinghe & Hoshino, 2009).  

Trading houses opened business networks within Australia, and expanded those to other countries in this region to procure primary goods (farming, fishery, meat, wool, and wood chip) and other natural resources to feed Japanese manufacturing industries and exported mineral resources (coal, fuel, and metal) to Japan. The main purpose of these manufacturing industries was to expand business shares in the affluent markets of Australia and New Zealand.  

During the first decade of this century (2005, 2006, and 2007), Japan’s FDI to world increased by 46.5 per cent, to Oceania by 481.2 per cent, and to Australia by 789 per cent. Australia received 5.6 per cent of Japan’s total FDI. This is an extremely remarkable record if compared with historically renowned Japanese FDI recipients, namely China (8.5 per cent), Association of Southeast Asian Nations or ASEAN10 (10.6 per cent), the USA (21.3 per cent), and European Union or EU (27.1 per cent) (JETRO, 2008). During these years, Japanese MNCs invested in the Australian energy and natural resources sectors to ensure a secured procurement source, which was frequently at risk due to volatile conditions in other supplying countries in Southeast Asia and the Middle East (JETRO, 2008). 

In 1965, Japan’s FDI to Australia was less than one million US dollar. It amounted to US$119 million in 1970, US$156 million in 1975, US$431 in 1980, and US$468 in 1985. It exceeded the billion dollar level first in 1987 (US$1.222), and then peaked to US$4.256 billion in 1989. However, it gradually declined from US$3.669 billion in 1988 to US$756 million in 1996. It remained quite volatile until 2003, and then started to increase again from 2004 (US$1.854 billion) (JETR0, 2008). In 2004, FDI stock in Australia stood at 3.5 percent of its world stock compared to 4.5 per cent in Oceania as a whole (JETRO, 2005). In 2007, Australia was fifth biggest receiver with 5.6 per cent of Japan’s FDI outflow trailing behind USA, Holland, China, and Cayman Islands. Region-wise North America, EU, ASEAN, and BRICs (Brazil, Russia, India, and China) received the lion share of Japan’s outward FDI (JETRO, 2008). In a similar trend with the rest of the world, Japan’s FDI stock in Australia registered constant increase from 2001 to 2008 (see Table 3). 
-------------------------
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In terms of industrial sectors and timing, Japan had directed most of its FDI in the non-manufacturing industries, namely real estate, service, trade, mining (coal, iron ore, aluminium, copper, crude oil, LPG, and zinc), farming, forestry, fishery, lumber, and pulp during 1980s and first half of 1990s.  This had declined during the second half of 1990s and first five years in the 2000s (MOFA, 2009). FDI in this sector had primarily targeted Australia’s resource endowments, many of which were either untapped or not tapped adequately. Later, Japan’s FDI to Australia flowed to the rapidly flourishing sectors of real estate, service, trade, and finance, which had expanded in the domestic front and were garnering competitive strength in the world and regional markets. Japanese MNCs in the non-manufacturing sectors extended collaboration to their subsidiaries, representatives, and agents in Australia to augment shipment of primary, semi-and-fully processed and manufactured goods between both nations and to MNCs operating in Oceania and the countries in the ASEAN region.

As of April 2008, Toyo Keizai accounted 285 Japanese invested MNCs in Australia established 405 subsidiaries, and opened 55 branches and liaison offices. These accounted for 76.4 per cent of subsidiaries and 70.5 per cent of branch offices of such Japanese owned business outlets in the thirteen countries of Oceania (Toyo Keizai, 2008). 

The geographical distribution of Japanese MNCs and FDI in Australia shows that a vast majority is located in the populous and natural resource rich states and cities that possess industrial agglomeration, large urban markets and economies, and efficient transportation networks by air, land and sea. Furthermore, most companies has establish their business offices, factories, and branches in the big city centres, and together these account for more than 95 per cent of all Japanese business facilities in Australia.  

4. DETERMINANTS OF JAPANESE FDI IN AUSTRALIA

4.1 Theoretical Framework of Outward FDI
Conventional trade theories, namely, the doctrine of absolute advantage by Adam Smith (1776/1908), doctrine of comparative advantage by David Ricardo (1817/1888), and the doctrine of uneven distribution of production factors by Heckscher-Ohlin explain how national or regional differences in factor endowments lead to exchange of goods and commodities between countries and regions (Krugman & Obstefld, 2002). Factor endowments are the ‘country-specific advantages’. However, Hymer (1976) argues that a business firm or MNC creates intangible corporate wealth called ‘firm-specific advantages’ and initiates transfer of assets between countries. Coupled with such firm-specific variables, as Krugman (1983, 1990) argues, another set of country-specific variables generates transaction cost incentives and integrates up-stream and down-stream activities inside a firm and within the country. Firms move across national boundaries, and mobilise goods and services due to incentives from transaction cost savings.

He suggests that during the period 1977 to 1988, a number of factors had combined into ownership- specific advantages (O), location-specific advantages (L) in home and host countries, and internalisation-specific advantages (I) from ownership of a firm jointly determine the level, form, and extent of international investment and distribution. In view of its objectives, Krugman (1983, 1990) has classified FDI into four categories: market-seeking, resource-seeking, asset-seeking, and efficiency-seeking. Vernon (1966) argues that although most new products are originated by MNCs in the developed countries, producers invest and manufacture those products in high income countries at the initial and advanced stages of their life-cycles in order to skim the cream of those markets before competitors enter the market, and they transfer the products, investments, and manufacturing activities to developing and less developed countries at later phases in search of new markets.                  

Bucklay & Casson (1976) and Rugman (1985) explain that firms grow and expand both domestically and internationally to explore and utilise their inherent advantages (vertical integration, quality control, patents, research and development (R&D), human resource, etc.) which are mostly internal factors, and thus create internalisation of inherent advantages. In more advanced phases of expansion those advantages move across the national boundary. Porter (1990) argues that nations achieve economic developments and sustain those in four distinct stages, namely, factor driven, investment driven, innovation driven, and wealth driven. The first three of these involve successive upgrading of their competitive advantages, whereas the fourth level involves a decline in advantages. He further explains that at micro-level a business firm capitalises on its competitive advantages at macro-level, which is its national advantages, and uses those for international expansion and competition.

Research of Alfred Weber in 1922, as Suzuki (2001) finds, emphasised that in order to minimise costs of transporting raw materials to factory premises to manufacture and market final products to consumers, firms locate their factories and operations in the proximity of either raw material sources or product markets, and thus achieved cost advantages. Three sets of factors called, conditioning variables, motivation variables, and control variables greatly influence this location decision of the firm (domestic or MNC). Complex interactions of these three variables entice or discourage it to locate business outside the national boundary. National industrialisation and economic development policies, such as, import substitution, export orientation, other historically created physical and fiscal facilities (factors), such as, industrial hubs and enclaves (industrial estates (IE), export processing zones (EPZ), free trade zones (FTZ), licentiate manufacturing warehouse (LMW), free port, and bonded zones offer lucrative incentive packages to lure MNCs and national firms to invest in those locations.                                                                                                                            

Political approaches and theories (for example, see Gilpin, 1975) argue that political or power blocs, namely pax-Britannica before World War II and pax-Americana after that, have created favourable environment for economic interdependence between a core powerful nation and peripheral nations to achieve corporate expansion. Investment, technology, and goods move among such countries under different agreements and arrangements, namely, most favoured nation (MFN), free trade agreement (FTA), bilateral trade and investment treaties, and even through military pacts.  

Akamatsu (1961), Kojima (1975), and Ozawa (1972) have extended a model which is analogous to flying pattern of the wild geese in different seasons of the year, and called it a geese-flying-pattern (G-F-P) to explain how firms, investments, products, technologies, and countries in East Asia, especially Japan moved among locations in search of sources of raw materials, and markets for manufactured products. Kojima (1975) observes two types of FDI – one that aims to capture comparative advantages in a foreign market and the other aims to breed advantages mutually beneficial to both host and home countries. Whereas all classical theories explain FDI and movement of MNCs on the premise of perfect competition in the market, this group of scholars assume a situation of unbalanced growth which causes movement across national boundaries. This unbalanced growth conforms to the assumption of imperfect market (Hymer, 1976). Due to competition among firms, they create intangible corporate wealths, and transfer those to other countries. This connotation of W-F-P resembles Fayerweather’s (1969) proposition of management technology transfer, which argues that a firm creates management resources (superior production and processing know-how, robust information management, advanced technology, excellent R&D, and marketing expertise) to achieve competitive advantages over others, and ultimately transfer those in a package with its FDI to other countries.  

To conclude these theoretical propositions and models, it may be argued that the advancement of FDI and MNCs into other countries, precisely and paradigmatically, take place due to the functioning of the most commonly understood and deduced push and pull factors in Economics (Khondaker, 2006). Country-and firm-specific disadvantages push firms and MNCs to go across national borders to procure country-and firm-specific advantages there, and vice versa. In this paper, Japan’s FDI to Australia is examined in view of the above theoretical framework. Four sets of factors, namely, country-specific advantages of Australia, driving forces or disadvantages in Japan, pulling forces or incentives inside Australia, and global advantages of Australia have attracted Japanese MNCs to bring their FDI to Australia.  

4.2. Country-specific Advantages in Australia

Abundant natural resources endowment of Australia attracted MNCs and FDI to it. These include, among others, coal, iron ore, gold, copper, liquefied natural gas (LNG), crude petroleum, zinc, tin ores, nickel, aluminium, wheat, barley, raw sugar, wool, mutton, beef and other rural farm products, forest products, fish and other sea products, year-around shinning environment, industrial water, long coastal lines, and all time navigable sea ports. Although minerals, fuels, and rural and other primary products constitute bulk of its exports, it has made solid inroad in the world market, and export high value-added manufactured goods, including passenger automobiles, full engine package, medical and scientific instruments, and other high technology products (WTO, 2009).  Tourism, education, and professional services are also highly promising sectors and command very high respect from all over the world. Its 34,219 km coastline and 8,148,250 square km exclusive economic zones (EEZ) possess unlimited resources much of which are still not adequately accounted for and extracted (Department of the Environment and Water Resources, 2006). 
The Commonwealth of Australia is composed of six states (New South Wales, Queensland, South Australia, Tasmania, Victoria, and Western Australia) and two administrative territories (the Northern Territory and the Australian Capital Territory). The federal government at the top makes all comprehensive national development plans, policies, and strategies, and integrates those from states and territories. States and territories have their own parliaments and legislatures, and in conjunction with federal economic development plans and policies, develop their own plans and programs to suit their respective conditions and developmental requirements. 
The chronicle of Japanese FDI to Australia shows that endowed natural resource-seeking trading houses (Sogo Shosha) and their allied and satellite companies had band-wagoned to this country at first and ventured in exporting and extracting coal, iron ore, aluminium, copper, crude oil, LPG, zinc, and farm and forest produces to fulfil needs of their growing domestic manufacturing industries (CEDA, 1997). Not only was (is) Australia rich in such resources, most of these were unexplored and untapped, and the government adopted policies and measures to exploit and market these to eager foreign buyers. Since Japan does not possess such resources, it was found to be a strong market with constantly growing demand (Bayari, 2004), and consequently significant contracts and agreements were signed with conditions relatively comfortable to both sides. For a rapid economic development, the government enacted many FDI promoting policies and laws, created modern infrastructure and communication facilities, and extended various investment promoting services through embassies and diplomatic missions in FDI supplying countries (Di Silva, 2006; Kumarasinghe & Hoshino, 2009). Japanese fuel generators and iron manufacturers had their own shipping and cargo handing facilities, which received Australian shipping and insurances companies’ support without interruption and hassle. Deep sea routes between the two nations, Australia’s all seasons navigable modern ports, efficient cargo dispatch and management, and hassle-free custom clearance and immigration procedures impressed Japanese companies to rank it as one of the most reliable procurement locations. This situation remained unchanged until today even though all erstwhile popular and safe sea routes are now being infested with pirates or problems associated with international defence operations.  

Successive governments in Australia have introduced economic development plans with numerous austerity facilities and concessions (Anderson, 1998); de-regulated and re-regulated the money and banking system; and made structural adjustments of the stock market by amalgamating the Australian Stock Exchange with the Sydney Futures Exchange in 2006 to establish the Australian Securities Exchanges (ASX), which is now ranked as the ninth largest stock market of the world (Austrade, 2009). To ease foreigners participation, regulations have been introduced to facilitate the entry, buying and selling, merger and acquisition (M&A) with local companies, remittance of earnings, and safe exit from the market in the case of need.  

In order to promote bilateral trade and to keep the investment environment vibrant and competitive, Australia has entered into many bilateral and multilateral agreements. From 1980-2006 it has signed 41 bi-lateral investment treaties (BITs) and double taxation treaties (DTTs), 18 of which were in the 1980s, 14 in the 1990s, and 9 between 2000 and 2006 (UNCTAD, 2009). It has entered into many trade and investment deals with Japan and its trade allies in Asia. Successive governments of Whitlam, Fraser, Hawke, and Keating placed high importance on trade and investment engagement with Japan. The Whitlam government (1972–75) viewed Japan as a valuable and important partner in regional defence and multinational trade forums; the Fraser government (1975–83) viewed Japanese FDI in commodity and resources sectors as a means to national economic development, and therefore, focussed on bilateral trade issues; the Hawke government (1983–91) focussed on bilateral and multilateral trade alternatives through FDI in the manufacturing sector; and the Keating government (1991–96) pursued non-confrontational and stable business relationships with Japan (Anderson, 1998). The Howard government (1996–2007) had increased the level of engagement in all fronts of trade, FDI, regionalisation, and defence, which the current Rudd government fosters and promotes equally to strengthen and consolidate relationships (Australian Government, 2009).  

In a nutshell, a number of significant reforms took place over a long period of time to consolidate mutual engagement. Such reforms include the policy of transforming national economy from a primary sector-based trading to manufacturing, unilateral reduction of many protections and barriers in manufactured products, increase of trade negotiations in bi-and-multilateral forums, emphasis on Japanese FDI as a means to increasing value-added exports and related policy reform, creation of the Investment Promotion Section (IPS) within Tokyo Office of Australian Trade Commission (Austrade) in 1983, and setting up of an investment commission within the embassy in Tokyo. Others include initiation of promotional measures such as organisation of investment seminars, exchange of investment missions from 1986, visits of Japanese journalists, publication of trade and investment newsletters, frequent mutual visits of business and government officials, transformation of the manufacturing sector to induce export-orientation, assistance in finding domestic investment collaborators through IPS, and extension of various tax and R&D incentives for the MNCs establishing manufacturing units in Australia (Anderson, 1998). The Multifunction Polis (MFP) project, which was initiated in the late 1980s, was joined by the Japanese Ministry of Trade Industries (MITI) and 48 companies and research groups, and incited interests among many Japanese MNCs to come to Australia. Many other government and citizen level education and cultural exchange programs (working holidays and exchange of language teachers) in the 1980s and 1990s heightened mutual respect and confidence of the two nations.   

5. DRIVING FORCES INSIDE JAPAN
Called an island nation, Japan’s land area is less than 5 per cent of that of Australia, and it does not have many endowed resources except its vast sea waterfront and coastlines, fisheries and other sea products, and a highly skilled, educated, and committed human force. It has to depend on foreign sources for 81 per cent of its energy requirement, 100 per cent of coal and iron ore, 99.7 per cent of fossil fuel, 94.6 per cent of natural gas, 76 per cent of food grains, and almost all kinds of industrial raw materials (Japan Technical Information Service Co., 2006). Its acute dependence on foreign sources has earned it a nickname of ‘resource hungry nation’.          
Economic activities in the late 1940s and the early 1950s were initially aimed at meeting immediate necessities of a war-ravaged nation where everything was in short supply. In 1950, within five years after the reconstruction work started, Japan had recovered and reached its pre-war development level. Activities were then launched for industrial and economic development importing selected and needful Western technologies and manufacturing licenses and patents for the prioritised modern industries of textile, pharmaceutical, construction, iron and steel, machinery, non-ferrous metal, shipbuilding, petrochemical, electrical goods and electronics, automobile, telecommunication, heavy engineering, and supporting and light industries (Minami, 1994). Serious shortages of raw materials prompted industries to go in search of foreign sources for almost all types of inputs. Especially, the general trading companies traded in all resource-rich countries in Asia, North America, Latin America, and Australia.
Goods started flooding out of the manufacturing plants, and gained almost barrier free access to the USA market under a fixed exchange rate agreement of 1US$ to 360 yen (established in April 1949). The Korean War in 1950 and the boom in its aftermath increased the market for Japanese industries, which continued during the war in Vietnam. From the 1970s onward, Japan had constant positive trade balances with the USA and most of the developed nations. From the 1980s until recently its foreign currency reserves were the highest in the world with 664.6 billion dollars in 2003 (World Bank, 2008). Japan’s household, industrial, and national savings were also very high which provided enormous funds available for investment abroad (Minami, 1994). As Japanese domestic market size was small, companies had to expand businesses to developing ASEAN and other nations in order to seek new markets. In the mean time, many companies increased in sizes and turned into MNCs. The market-seeking FDI strategies of those MNCs coincided with import-substitution and export-oriented trade and industrialisation policies of the Asian newly industrialised economies (NIEs) and ASEAN countries the 1970s. Since ASEAN countries have huge primary resources endowment and were within a short-time reach, MNCs made quick move to them. Because of the abundance of resources and location advantage, Australia also received an enormous attention.

Japan’s domestic labour supply ran short in meeting demand of the expanding employment market in the 1970s and 1980s and pushed wages to a very high level compared to many developed and developing countries. Many small and medium enterprises (SMEs), and also large enterprises were in serious need to locate manufacturing bases in the cheap labour surplus countries in order to remain cost-effective and price competitive. In addition to their cheap labour and natural resources, these countries offered infrastructure facilities by establishing industrial enclaves, namely IE, FTZ, EPZ, LMW, industrial parks (IP), and special economic zones (SEZ) together with a number of financial and fiscal incentives had attracted MNCs to invest and locate businesses there (Ramos & Sazanami, 1985). Malaysia, for example, declared its famous ‘Look-East’ economic development policy to attract Japanese FDI and industrial technology and management practices (Lim, 2001) that had further diffused the attractiveness of Japan to its developing Asia-Pacific neighbours, including Australia.       
In the 1980s, Japan’s trade surplus with the developed world and especially the USA led to serious frictions causing embargo against ‘made in Japan’ exports and giving pressure to open domestic markets. The Plaza Agreement of G5 nations was reached in 1985 to resolve US negative trade balances by revaluing Japanese currency, especially against the US dollar. Consequently the Yen-Dollar exchange rates escalated in favour of yen. This had surged funds in terms of dollar in Japanese banks and MNCs for investment. Large MNCs, mini-MNCs, and even SMEs made FDI to the resource rich Asia, Australia, Latin America, and other developing countries, and established and relocated manufacturing factories to those countries (Tsumori, 2001).      
Trade frictions and embargo against ‘made in Japan’ products also made firms look for new manufacturing bases in the countries that possess friendly business and diplomatic relationships with the West and especially the USA. MNCs made investments outside Japan even without much reason for doing so and such FDI and foreign entry was called shikatano nai kaigai shishutsu – no choice but to go abroad (Yoshihara, 2005). Japan entered into many regional trade and investment agreements with such countries, which enhanced further factors mobility from Japan, especially superior production and other management practices (lean production system, just-in-time (JIT), kanban, QC circle techniques, process technology, HRM, and marketing networks). South Korea, Thailand, Vietnam, Indonesia, Malaysia, Taiwan, China, and Philippines have cultural similarity with Japan in that they all inherit Mongoloid ethnicity to a certain extent, and cultures of the ancient migrants’ from China, Korea, and Southeast Asia were absorbed and assimilated into its local culture. Such cultural affinity made it easier for Japanese MNCs to find local business partners and use their local expertise and network to secure government and community support.    
The driving force behind Japanese MNCs seeking entry to Australia was their overwhelming demand for the Australian mineral resources (Tanno, 2005), especial coal, iron ore, and various metals in the 1950s, further heightened by two oil shocks in 1973 and 1979 from the Middle East, had pushed more to secure stable energy importing sources (Ishi, 2000; Tsumori, 2001, pp. 58–68). The Dollar-Yen exchange rates was 1:240 when the Plaza Agreement was signed in September 1985, and that became 1:180 yen in a year and further appreciated to 1:150 yen in two years (Tsumori, 2001). After 1986, the volume of Japanese FDI increased very rapidly, and in Australia it was intended to stabilise the procurement base (Tsumori, 2001). Mitsui Bussan, Nippon Steel, Sumitomo Metal, Mitsui Trading, Osaka Gas, Kansai Electricity, and Chubu Electricity rushed to form joint ventures with Australian companies. From 2000 onward they entered into M&A and strategic partnerships with the domestic and other MNCs (e.g., Major, Royal Dutch-Shell, BHP, QCT, Novas, North Western Australia LNG, and Rio Tinto) to explore gas, iron ore, coal, and other natural resources (Tanno, 2005). A permission by Western Australian state government to explore iron ore jointly had provoked Japanese energy exploring MNCs to increase their engagement further in this sector.  

In addition, Japan has a lot of other competitive advantages at its credit to penetrate into global as well as Australian markets. Global Competitiveness Report 2009-2010 ranks it the eighth most competitive nation with a score of 5.37, and observes its competitiveness as follows: 

“Japan moves up one place to 8th overall, mainly by maintaining its performance compared with last year, while other countries in the top 10 have weakened. Japan continues to enjoy a major competitive edge in the areas of business sophistication and innovation, ranked 1st and 4th, respectively, in these two pillars. The country benefits from the strong availability of scientists and engineers and high company spending on R&D (2nd on both indicators) as well as a capacity for innovation that is second to none. Indeed, in terms of innovation output this pays off with a rate of patenting per capita (263.35 per million inhabitants) that is 2nd worldwide” (WEF, 2009).

Japanese companies historically view Australia as one of the most promising destinations to invest and do business. According to a survey of the Japan Bank of International Cooperation (JBIC) in 2008, Australia was ranked 19th favourite destination by the manufacturing companies, where the USA held 7th, the UK 18th, and Germany 15th positions. The attitude toward Oceania and Australia in particular has strengthened during the nine successive years from 2000 to 2008. Companies were increasingly interested in bolstering local productions and sales (JBIC 2008), which implies the strength and quality of its growing market. Japan is Australia’s number two trade partner after China and ranks before ASEAN and EU countries.
Japan has concluded and/or signed 72 DTTs as of end 2005 (UNCTAD, 2006). It has also signed nine economic partnership agreements (EPAs) and free trade agreements (FTAs) with Singapore (November 2002), Mexico (April 2005), Malaysia (July 2006), Indonesia (July 2008), Thailand (November 2007), Chile (September 2007) (Fukuchi, 2008), Brunei (December 2008), Vietnam (October 2009), and Switzerland (September 2009) (JETRO, 2009), and is negotiating more EPAs with Australia, India, South Korea, and several other nations (MOFA, 2009). Since all these countries have already concluded or are negotiating FTAs with the USA, Canada, Africa, Latin America, and European countries, FTA will further enhance Japan’s trade and investment relationships and increase attraction and competitiveness with those countries. Australia has entered into FTAs with New Zealand, Singapore, Thailand, the USA (Nippon Keidanren, 2006), and these should add a multiplier effect to Japan’s FTAs with these nations. 

Prime Minister Yukio Hatoyama, during the last APEC meeting in Singapore, reiterated his intention to accelerate negotiations on the EPA with his Australian counterpart Mr. Kevin Rudd (Daily Yomiuri, 2009). The negotiation on Japan-Australia FTA commenced in April, 2007 and until September, 2009 (MOFA, 2009) seven rounds of negotiations took place on its coverage and terms and conditions of tariffs and concessions. Both sides envision, it will augment trade in many non-traditional items such as farm and rural products, education services, professional, technical, business consulting services, skill worker exchange, passenger transportation, tourism, medicaments, alcoholic beverage, and business travel, and will create additional opportunities in R&D and hi-tech manufacturing sectors (DFAT, 2009; MOFA, 2009). As mentioned later, the US President Barak Obama has added further impetus by declaring his country to be treated as an Asia-Pacific member and showed interest in taking part in the Trans-pacific Trade Partnership (TTP). Attachment of such importance to the Asia-Pacific economic bloc implies heightening the importance of Pax-Americana, which bring Japan and Australia even closer, and Japanese MNCs and other companies find Australia a strategic investment and business destination.  

6. PULLING FORCES IN AUSTRALIA
6.1 Government Policies
Australia has always kept its foreign trade and investment market competitive by adding various structural adjustment policy measures to deregulate the industrial sector and making strong institutional reforms to make them competitive. State and territorial governments also fine tune their policies, laws and regulations, and institutions with those of the Commonwealth government to promote globally competitive business environment. FDI is governed by the Foreign Acquisition and Takeovers Act 1975, under the administrative jurisdiction of the Federal Treasurer. The Federal Investment Review Board (FIRB) assists the government in assessing investment proposals. An FDI proposal needs approval if it accounts to be a project of “substantial interest”, which is defined as one single foreigner holding 15 per cent or more of the ownership or several foreigners or associates holding 40 per cent or more of the ownership in any business operation. Organisational structure of a firm can take a wide range of forms, such as, public limited company, company limited by guarantee, unlimited liability company, and no liability company (mining sector only), and can be managed by an individual, trust, company, joint venture, partnership, or branch office (Austrade, 2009). Foreign companies can establish a subsidiary under the Corporations Act 2001, register it with the Australian Securities & Investments Commission (ASIC), and apply for listing on the ASX. Although, establishment of a proprietary company is the simplest way to run a business, acquiring an existing company is relatively easier and usually requires prior approval of the government. Joint venture with Australian entities or foreign partners is the most common form in the mining and manufacturing industries. M&A raised concerns at the Australian Competition & Consumer Commission (ACCC), but in the past, M&A had not created any areas of concern with regard to encouraging a lack of economic competition. The ACCC raised objections to no more than 5 per cent of the merger proposals during last few years (Austrade, 2009). The government encourages MNCs to adhere to the industrial code of conduct and follow the OECD Guidelines for Multinational enterprises, which are internationally reliable and provide non-binding and voluntary principles.       

The Australian Trade Commission (Austrade) provides foreign investors “with a single, integrated point-of-contact for all trade and investment inquires”, connects investors with the right industry and government authorities and agencies, and make information available on investment regulations and government assistance programs (Austrade, 2009). In particular, it provides information on locations, opportunities, physical facilities, tax breaks and incentives, and advising companies at free of cost and in one package. Austrade Web page cites examples of R&D investment by two large Japanese MNCs in the IT sector in 2005 and 2006, one large-scale advanced Greenfield manufacturing investment in 2005, and one medium mining company forming joint venture with a Singaporean company in 2005. Those services include finding appropriate strategic locations, conducting case studies on local markets, locating suitable Australian partners, showing how Australia could offer a premium location compared to alternative choices elsewhere, and helping to gain approval of the Greenfield manufacturing operation from the federal government. In addition to providing tailored facilitation services, it even creates channels to access the government programs and policies on the industry to which the prospective investor belongs (Austrade, 2009). The time lag in starting and closing a business in Australia is one of the shortest in the world. The World Bank Group (2009) has ranked it as the third fastest country to start a new business and the 14th fastest to close a business.  

6.3. Good Corporate Governance

Australia’s trade regulations and regulatory authorities are very efficient; corporate governance system is strong; public service system is transparent; and intellectual property right protection rules are very progressive. Its financial sector is one of the soundest in the world and foreign companies can procure finance from local banks and financial institutions. Its stock and bond markets are the second biggest after Japan in Asia. The stock market in terms of free float capitalisation amounts to US$533 billion (Austrade, 2009). The government envisages further liberalisation of the taxation system to make it globally more competitive, and legislation has already been passed to reduce tax on reinvested profit from the current 30 per cent to 7.5 per cent by 2010–2011 (Austrade, 2009). 

Renovating and refurbishing national competitive advantage is continuous government agenda in Australia. It has earmarked sector-specific opportunities and incentives for the sophisticated, hi-tech and hi-value added industries, in addition to the agribusiness, food and beverage, mineral resource, financial services, clean energy, bio-technology, advanced manufacturing, information and communication technology (ICT), and infrastructure (Austrade, 2009). These are reviewed and revised intermittently to add new advantages.   

Among its fastest growing sectors, the financial service is a sophisticated hub in the Asia-Pacific, and attracts highly skilled multilingual workforce and investment from the affluent retirement savings scheme. The investment banking is also growing very fast, and the commercial banks handle huge remittances and transfers from MNCs and international trade.  Simplification of the existing regimes and service recognition agreements with the USA, Hong Kong, New Zealand, and leading foreign markets had further strengthened its position.  Advanced manufacturing sector has established network with R&D organisations and producers in automotive, aerospace, metal casting, polymer, and chemical industries, which make it faster to commercialise new products and processes. This sector alone had received AUD60 billion FDI in 2006, and investors included Toyota, General Motors, Ford, Boeing and BAE Systems, Siemens, and DuPont - all leaders in their respective fields (ABS, 2007). With an increase in population, migration, and economic globalisation, the need to expand infrastructure, which was a relatively low ranked sector, has gained momentum. The government has paid special attention to liberalise it through removing impediments to FDI, and has established a taskforce in 2005 and an Infrastructure Agency in 2008 to examine its strengths, weaknesses, and opportunities. 

6.3.  Global Environmental Leadership

Australia possesses a good track record in promoting environmental causes of the world. It has signed the Kyoto Protocol in 2007 and committed itself to reducing CO2 emission by 60 per cent by 2050, and undertook a number of lofty projects and schemes to produce naturally renewable energy sources (solar, wind turbine, wave, tide, and geothermal), which are attracting the attention of energy conscious foreign investors. In the biotechnology sector, which is growing very rapidly, 399 alliances were signed among Australian life science and foreign companies, of which 101 are with North American, 100 with European, and 57 with Asian companies and organisations (Hopper & Thorburn, 2008). Its ICT industry is the second most competitive in the Asia-Pacific and was wroth about AUD100 billion in 2006–2007. Global MNCs like Avaya, Canon, Cisco, CSE, Google Maps, IBM, Infosys, and Reuters, and Warner Bros diffuse strategic attraction for SME investors in this sector (Austrade, 2009). In almost all sectors and sub-sectors, the presence of major MNCs transmit signals of attractions to their respective industries, related industries, and countries, and together they create further competitive strength of Australia as a destination to invest and to do business.

6.4. Financial and Geographical Advantages
Like Japan, but unlike other developed nations, Australia had kept its interest rates low for five decades until last year. It endeavours to keep itself crisis adjusting, absorbing and vibrant for FDI. It manoeuvres for that in many ways. Currently while it is emerging from global financial crisis, several world class companies, including International Assets Holding Inc., Ground Zero Pharmaceuticals Inc., and Intelstream (USA) have opened their offices and operations in Australia. Royal Dutch Shell have introduced new technology called Floating Liquefied Natural Gas (FLNG) in the Browse Basin, and Japanese investors Osaka Gas and Marubeni have formed a consortium with APA Group and AGL Energy in South Australia to develop wind farm and Yokogawa Electric has opened field office in Townsville (Austrade, 2009). Recent revision of growth forecast for 2009-2010 from 0.5 per cent to 1.75 per cent and for the next year from 2.25 per cent to 3.25 per cent by the Reserve Bank of Australia have added new competitive trustworthiness to its existing economic forces. High growth in China, Japan, South Korea and other nations has strengthened demand for iron ore, LNG, coal, and other minerals (Yomiuri, 2009). The government is considering introducing new program to commercialise research and introduce R&D tax credit, which will motivate MNCs to locate R&D bases in Australia, given that it is blessed with highly qualified scientists and engineers and many top class universities and research institutes.

Australia’s geographical location in the southern hemisphere creates further competitive advantages for most of its products in the agribusiness sector. Agro-products harvesting starts here when it is the end or off-season in Japan. Sea freight services take only ten days and many cargo-shippers offer competitive export-import fares. Japan has more than 11,000 trading companies, which possess direct and indirect business links in Australia.                

Historically, Australia offers a cosy environment for expatriate business people and their family members to reside and do business, and to that effect it offers a wide array of hassle-free visa options, such as, short (sponsored and non-sponsored) and long stay business visits, ETA business entrance, APEC business travel card, skilled workers permanent visa, business development (provisional, permanent, and state or federal government sponsored) visa, and working holiday visa. MNCs can employ foreign skilled workers and professionals in certain occupations and industries under the above visa categories. The time zone advantage (one or two hour ahead) gives Japanese expatriates a great chance to adjust with business time in the home country. The quality of life is also equally good with that in Japan and ensures a comfortable stay and work for the expatriates and their family members. 

6.5. Global Competitiveness of Australia
Australia possesses global reputation as a destination and place to invest and do business.  Organisations, such as, the Legatum Institute, the Economist, Economic Intelligence Unit (EIU), the Heritage Foundation, the World Bank (WB), IMD International, Transparency International (TI), Centre for Global Development, United Nations, United Nations Development Programme (UNDP), and World Economic Forum (WEF) conduct surveys on the competitiveness of nations from different perspectives, which reveal Australia’s ranking as a competitive place for doing business, making investment, and living as expatriates. In 2008, Australia ranked 1st among 104 nations in the Legatum Institute’s prosperity index, 4th among 162 nations in the Heritage Foundation’s economic freedom index, 4th in e-readiness among 70 nations and 6th among 111 nations in quality of life index by EIU, 9th among 161 nations in WB’s ease of doing business index, 7th among 55 nations in IMD’s world competitiveness index, 9th among 180 nations in TI’s corruption perceptions index, and 2nd among 134 nations in soundness of banks index and 15th among 134 nations in WEF’s global competitiveness index. In human development index (HDI) it stands third after Norway and Ireland.            

Global Competitiveness Report 2009-2010 (WEF, 2009) ranks Switzerland at the top with a score of 5.6 among 133 economies, and other nations in the order of ranks are the USA, Singapore, Sweden, Denmark, Finland, Germany, Japan, Canada, the Netherlands, Hong Kong SAR, Taiwan (Chinese), UK, Norway, and Australia is 15th with a score of 5.15. It observes Australia’s position as follows: 

“Australia improves by three positions to rank 15th overall (from 18th). Its performance remains very much in line with that of last year, the only notable improvement coming from the macroeconomic environment (18th, up 10 positions). In 2008, Australia managed to balance its budget and reduce its public debt to 14 per cent of GDP-the second lowest among OECD countries after Luxembourg. Australia also has improved its showing in the financial markets pillar by two places (4th worldwide), with its score decreasing less than that of other large economies. The trustworthiness and confidence in the banking system remain essentially intact (4th). Australia remains a prime location for doing business with efficient goods markets and flexible labor markets (both ranked 9th), and excellent public (14th) and private (9th) institutions. To progress even further, the country will need to improve on several measures of business sophistication (26th) and strengthen its innovation capacity (20th)” (WEF, 2009).

However, the WEF report articulates five most problematic factors for doing business in Australia. They are restrictive labor regulations, inadequate access to finance, unattractive tax rates, less friendly tax regulations, and inefficient government bureaucracy. Inadequate supply of infrastructure, inadequately educated workforce, and poor work ethics are found de-motivating.  In its final assessment, Australia is an innovation-driven economy (WEF, 2009), and is enriched in many factors that are still highly competitive and has no sign of deteriorating in near future.         
As a  member of the developed nations and economies, Australia itself is also a prominent supplier of FDI, and invested US$144 million in 2003, US$113 million in 2004, US$140 million in 2005, US$156 million in 2006, US$ 142 million in 2007, and US$37 million in 2008 (UNCTAD, 2008). It homes 1,380 parent MNCs, owns 4,012 foreign subsidiaries and affiliates in 2003, and hosts 1,991 foreign subsidiaries and affiliates in 2006 (UNCTAD, 2008). Domestic companies and MNCs form joint ventures and other business agreements with foreign MNCs inside the country and thus create a cobweb of business links. Its MNCs had completed 4 cross-border M&A involving over US$3 billion each in 2007 (UNCTAD, 2008).  Subsidiaries and joint ventures usually envision comparative advantages from multiple sources, and strong parent companies play a significant role in that process (Kumarasinghe & Hoshino, 2009). Presumably both Australian and Japanese companies promote collaboration among themselves to do business in each others’ markets, and thus create and enhance mutual competitive advantages.  

The EIU (2009) rated Australia’s risk quality in three main areas: sovereignty risk, economic structure risk, and banking risk. It explains that Australia’s economy is stable, but the capacity and commitment to obligations is somewhat susceptible to changes in economic climate (BBB). Its currency is stable, but susceptible to changes in economic climate (BB); and its politics is stable, and its capacity and commitment to obligations not in question (AA). The existing Labour Party led federal government has ratified the Kyoto Protocol on Greenhouse gas emissions, reintroduced collective bargaining in the workplace (Hannan, 2009), adopted fiscal stimulus packages, and extended guarantees of individual and corporate deposits and borrowing of banks and financial institutions, and thus augmented its national competitive image.  
Australia’s economy has recorded steady economic growth for seven consecutive years since 1992 with moderate inflation (2-3 per cent on average) and high consumption expenditure rates (about 80 per cent of GDP), which shows strength of its domestic market.  Though the economic growth has fallen all over the world due to financial crisis in the aftermath of Lehman’s Brothers collapse in November, 2008, Australia has performed far better than other developed economies. The EIU envisages it as the only developed country to register growth in 2009 (EIU, 2009). According to the Business Week Magazine (2007) five Australian cities (Sydney, Melbourne, Brisbane, Perth, and Adelaide) were included among the top thirty most livable cities in the world. It is one of the net creditor nations and takes part in bailing out activities during banking and currency crises elsewhere.  

Australia is a member in all the regional and international trade, business, and governance organizations and institutions, namely United Nations (UN), UN Conference on Trade and Development (UNCTAD), World Trade Organization (WTO), OECD, Asia-Pacific Economic Cooperation (APEC), etc. Its foreign policy emphasizes alliance with the USA bloc (Pax Americana), friendly engagement with countries and regions in the Asia-Pacific region, and participation in governance of global institutions like UN, WTO, International Monetary Fund (IMF), and others. As one of the original 23 signatories to the General Agreement on Tariffs and Trade (GATT), the predecessor of WTO, Australia advocates strongly for liberalising agricultural trade, manufacturing goods trade, and foreign investment, and formation of regional blocs, and possesses firm bilateral ties with ASEAN, East Asia Summit (EAS), ASEAN Regional Forum (AFR), and Pacific Islands Forum (PIF). Other than these, through accepting migrants from all over the world, it has developed a virtual international nation with a multicultural, multi-racial, and multilingual mix of skilled workforce. As mentioned before, it is negotiating EPA and FTA with Japan, ASEAN, and other countries, and has entered into BITs and DDTs for promoting trade and FDI.  These cross-national engagements enhance advantages of its economy and MNCs.

In other international forums Australia robustly advocates in favor of free trade, investment, environment, peace, political stability, economic development, and security. In the last 21-member APEC meeting in Singapore (13-15 November, 2009), its Prime Minister reiterated his previous proposal of 2008 to transform APEC into an Asia-Pacific community in the format of the EU and urged the need to incorporate the USA in the East Asia summit (ASEAN 10, China, Japan, South Korea, India, Australia, and New Zealand). The US president’s suggestion to use the Trans-Pacific Partnership that includes Singapore, Brunei, New Zealand, and Chile as the platform for a region-wide free trade pact of Asia-Pacific FTA (FTAAP) is new milestone in regionalisation and globalization. APEAC has removed trade barriers and reduced tariff levels from 17 per cent to 5 per cent within a period of 20 years and as envisaged will usher to a new growth paradigm in this region (Franklin, 2009). These and other many examples show Australia’s global competitiveness that pull FDI and MNCs from Japan. 

7. SUMMARY, IMPLICATION, AND CONCLUSIONS 

Japanese MNCs, government, and business organizations always give Australia a very high priority in their FDI and international trade decisions. Australia’s endowment in agricultural, farm, and mineral resources, geographical proximity, reliable transportation and communication, trade and investment regionalism, and strategic position in the Asia-Pacific bloc have attracted MNCs, SMEs, products and services from Japan. The huge volume of Japanese FDI has promoted Australia as a safe business haven. As postulated in G-F-P development model (Akamatsu, 1961; Kojima, 1975; Ozawa, 1972), Japanese trading companies and MNCs entered Australian market in search of its resources, and advantages arising out of that pushed FDI to it. In agribusiness and mineral resource sectors, Australia enjoyed both absolute and comparative advantages as deduced in Adam Smith (1776/1908) and David Richard (1817/1888). Japanese MNCs and trading houses established offices, operations, and manufacturing factories in this country to take advantage of these resources. Successive Australian governments has maneuvered successfully to sustain and further multiply those advantages through making various pro-MNCs policies and programs, and enhanced those through diffusing information on its national advantages, exchanging business and FDI mission and delegates, and assisting Japanese investors and business expatriates. In order to make it more attractive as a host and supplement its endowed resources, it has promoted and nourished several advantages (health and safety, education, cultural exchange, social security, and hassle-free visa processing for family members) in social and immigration frontiers. This implies and signifies that the government has played a robust role in augmenting its national advantages at different phases of advancement of MNCs and FDI to ensure sustainable and competitive economic development and growth as assumed in Porter (1990). 

At the same time, Japan has (had) an imperfect industrial input market in its domestic sector, and in order to make up that deficiency, its resource-seeking MNCs had advanced to Australia. Especially, Japanese successful MNCs had accumulated superb managerial know-how, product and process technology, quality control mechanism, and robust HRM techniques. These in-firm or firm-specific internal advantages are very synonymous to propositions and postulations in Dunning (1977 & 1988), Bucklay and Casson (1976), Rugman (1985), and Fayerweather (1969), that have motivated them to come to Australia. Although Australia is a developed nation, Japanese firms inarguably had definite advantages of management and technology over the Australian counterparts. Especially, as Japanese MNCs had investable surplus funds which its market could not absorb and these were transferred to Australia and other nations in the Asia-Pacific, and this was a mutually beneficial FDI as Kojima (1975) observed.  

Both Australia and Japan have played extremely constructive roles in promoting globalisation and regionalisation of trade and investment, economic development, peace and security, welfare and crisis management, and environment protection. Both cooperated to remove trade barriers, simplify business rules and financial regulations, and to remove tax and tariff barriers. These have enlarged and enhanced their mutual national advantages in international trade and investment. National governments, business organisations, and people in both nations view each other with high respect and strive to achieve prolonged and constructive engagements. Both nations witness sound administration and stable governments. The Japan Chamber of Commerce and Industry (Nippon Keidanren) usually lobbies with its government to expedite Japan-Australia EPA (Nippon Keidanren, 2006). The Austrade spares no stone unturned to stabilise and strengthen economic relationship with Japan and provides specialized expert services to MNCs and firms. Australia possesses a strong legacy of Pax-Britannica, but both Japan and Australia belongs to and implicitly and explicitly foster Pax-Americana in promoting global economic development, peace, and regionalization of business, trade, and investment as deduced in Gilpin (1975).  

Australia’s affluent domestic markets of manufactured goods and incessantly increasing market demands for household durables, automobiles, electric and electronic goods, audio-visual goods, and computer and IT products in particular have pulled all Japanese front runners, who now possess manufacturing units in this country as well as in this region. Tertiary industries of hotel and resort, real estate, offshore investment bankers, stock dealers, etc. from Japan have also made a spectacular presence here. This can be justified as a silent implication of Vernon’s assumptions in connection with Japanese product market shifting at different phases of their lives-cycle (Vernon, 1966).     

Australia faces a serious threat of skilled worker shortage, which may account to 1.4 million by 2025, and is a matter of serious concern to Japanese MNCs who once witnessed extremely high labor cost in the domestic market. However, policies and options to increase workforce participation, to raise retirement age limit, and to boost skilled migration are on the table of the federal and state governments (Hannan, 2009). The Aussie currency has appreciated more than 30 per cent against Japanese yen, USA dollar, and other major currencies this year, and has landed an alarming signal to MNCs and investors. Bank of Japan, MOFA, the Ministry of Economy and Industries (METI), and the Treasury and Federal Reserve Bank in Australia are vigilant and considering various options to encounter this situation. As envisaged, these will upkeep mutual competitiveness and attractiveness in the coming years for further engagement in trade, FDI, and other businesses. 
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