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This study investigates the relationship between international competition

and business restructuring within Japanese firms, using the firm-level large-scale data.The findings
are as follows. First, exhange rate fluctuations tend to delay firms® research and development
investment. Second, firms that invested abroad tend to shut down their domestic establishments in
more routine-task intensive industries than those in non-routine-task intensive industries. Third,
from the mid-1990s to the 2000s,resources such as labor and capital did not shift towards more
productivie firms and therefore, the allocative efficiency of Japanese economy was not improved
much. Fourth, firms that started importing intermediate inputs tend to start trading with new
domestic suppliers. Fifth, firms in the sectors that are connected to more foreign industries and
are key hubs in the international production network tend to file for more high-quality patents than
firms in other sectors.
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