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We would like to offer the following recommendations to drastically expand foreign direct 

investment (FDI) in Japan, based on the proposals by the “Expert Committee on FDI 
Promotion.” They should be incorporated into the “Basic Policies 2008,” and ministries 
concerned should accelerate their efforts accordingly. 
 
1. Institutional arrangement which needs urgent attention 
 
(1) Definition and clarification of merger and acquisition (M&A) rules 
 

Activation of wide variety of M&A transactions holds the key to promoting FDI in Japan. 
However, following a number of hostile takeovers in recent years, a cross shareholding 
arrangement is regaining popularity for making it easier to activate defensive measures 
against hostile takeovers, some corporations have implemented excessive defensive 
measures, and the activation of such measures has, in fact, resulted in economic burdens. 
We urgently need to further upgrade M&A rules in the country in the light of the 
following considerations:  
 

To realize regulatory systems underlying fair and transparent M&A transactions, we 
should decide and make clear what to do in the following situations, with regard to the 
adoption and activation of defensive measures. Ministry of Economy, Trade and Industry, 
Ministry of Justice, and Financial Services Agency should reach a final decision on the 
matter by this summer, conducting interview surveys of representatives of securities 
exchanges and consulting with other experts. 
- Safeguarding the interest of shareholders and investors, in the case of the adoption and 

activation of defensive measures (Protection of returns for shareholders, including protection 
against potential economic burdens for shareholders and investors) 

- Encouraging direct communication between an acquirer and existing management personnel 
(in order to secure an opportunity for shareholders to study a number of management 
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improvement plans and select the best one.) 
- The composition of a special committee, which is possibly established to express its opinions 

on the board’s decision to activate or not to activate defensive measures. 
 

(2) Examining the comprehensive role of restriction on FDI  
 

Japan is now facing a declining population, and in order to maintain economic 
development by promoting FDI in Japan, we should upgrade M&A rules in the country in 
a predictable manner, and defend national security and public order at the same time.  
 

The Government should study the way the national security and restriction on FDI should 
function in relation to the foreign exchange law, specific industry laws and regulations, 
and the legislation related to military emergencies, including the following considerations: 

- Validity of Japan’s restriction on FDI seen from an international viewpoint. (Why and how far 
FDI must be restricted, as an exceptional measure of the “non-discrimination principle”?)   

- Predictability of whether restriction on FDI will be imposed on foreign investors. 
- Possibility of introduction of other measures to maintain national security and public order, 

(for example, restrictions on business activities or regulations on the possession of large-lot 

shares by domestic and foreign investors under the “non-discrimination principle”) instead of 
FDI regulations.  

- Balance between the restriction and the promotion of FDI in Japan. 
  

Appropriate ministries should work together and consider the above-listed issues.  
 

2. Concentrated efforts to address priority issues 
Authorities should prioritize and narrow down what is really important and make 
concentrated efforts to address them for creating an attractive business environment in 
Japan for both domestic and foreign businesses. 
  

(1) Formulation of an action program for expanding FDI in Japan’s medical equipment 
sector 

Based on specific proposals from the Expert Committee on FDI Promotion, Ministry of 
Health, Labour and Welfare, Ministry of Economy, Trade and Industry and other 
ministries concerned as well as the business community should work together to speedily 
formulate an action program for creating an attractive domestic market in the field of 
medical devices so that cutting-edge medical equipment can be released in Japan before 
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anywhere else in the world.  
 

(2) Reducing business costs and invigorating local communities 
Facing global competition, companies are now free to choose business locations.  The 
following measures are essential to attracting foreign capital and preventing a business 
drain. 

- A possible reduction of the effective corporate tax rate, which is relatively high by OECD 
standards, should be considered in line with the fundamental reform of the taxation system.  

-  A private agency specializing in attracting foreign capital should lead the strategic attraction 

of foreign capital in wide-area economic zones. (“Local to local”)  
-  JETRO should be more effectively used so as to facilitate business succession (i.e. M&A) by 

foreign investors at small and medium enterprises..  
 

3. Making more efforts to encourage FDI in Japan 
Based on the above recommendations, the Cabinet Office and other ministers concerned 
should upgrade and expand a system to encourage FDI in Japan and revise the existing 
“Program for Acceleration of FDI in Japan (FDI Acceleration Program)” (approved by 
the Japan Investment Council (JIC) in June 2006) by the end of the year. On this occasion, 
appropriate ministries and other parties concerned should give shape to and implement 
the recommendations from the Expert Committee on FDI Promotion (As per attached).  
The appropriate ministries and other parties concerned should let the Council on 
Economic and Fiscal Policy (CEFP) know by this fall the progress of their deliberations. 


