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1. Key Performance Indicators ¥ — %7 % —< VA4 VT 47— % — (KPI)

Regarding KPlIs, it is difficult to appreciate the capacity of Japan to reach a target amount of
Foreign Direct Investment (FDI) in a shrinking economy.
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| am not a specialist of macro economy, but considering the low level of FDI in Japan (6.1% of

the GDP) and the capacity of Japan to achieve its previous 10-year plan which was also ambitious,
| trust Japan can reasonably be optimistic.
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A target of 12% of its GDP within 10 years seems achievable for the following reasons:
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- Actual low level of FDI in Japan
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- Many opportunities for foreign investors with SME (small medium enterprises) left
without successors and the fast development of hi-technologies and start-up.
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- Despite a low growth rate, the Japanese economy is resilient, safe from the burden of
an external debt and with a big local market with high saving rates customers.
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- Japan is a safe country for investors and less subject to international political turmoils
(safe China and US).
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- Japanese direct investment outbound are massive (222 billion euros in 2019) and
contribute to the internationalization of the economy.
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- Japanis active in developing international trade treaty such as the Economic Partnership
Agreement with Europe in 2018 which is a great opportunity.
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- And last reason: certainly possible thanks to the excellent work of all members of this
working group!
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12% of the GDP represents roughly 70 cho yen of FDI within 10 years.
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To reach such a target, Japan would need to focus on some areas and means to achieve this
target (digitalisation, innovation, global supply chain, human resources etc.). All the topics to be
discussed in this group and proposed by the Cabinet Office are excellent and key to the new
strategic plan.
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But Japan would certainly need to unlock to FDI the high potential of its regions.
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2. How to promote FDI in the regions? /5~ DI Z{EHE I 311X ?

All Japanese regions are beautiful, with a strong identity, so different from each other but on
the whole so uniquely Japanese.
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2.1 Marketing and networking ~—7 74 v 27l gx vy P —F v 7

Japanese regions and particularly big cities like Fukuoka, Nagoya or Sapporo are already very
dynamic.
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This should be an example for other cities and show case their region (food, culture, industries
etc.).
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To sell their opportunities to foreign investors, these regions should increase their relationship
through organizations:
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- Being member of foreign chambers of commerce and networking: example Gala of the
French Chamber of Commerce in Fukuoka (200 participants)
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- Developing relationships with the European Business Council which is highly
knowledgeable about FDI in Japan
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- Organizing events with an international reach: forum, exposition etc.
EFERI A RV b (74— T 4, BRRGY) 24HE, T2 L
- Participating to international events: with the help of the JETRO
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- Developing their existing relationships with sister cities to launch some joint events: ex
Fukuoka with Bordeaux in France
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2.2 Offering projects 7' = 7 + DOgf

The regions should be supported by the National Government to develop projects that would
attract foreign investors and visitors.
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Example: Wakayama prefecture with the launch of their public tender for the development of
an IR facility (Integrated Resort — including a casino). This project will attract a significant amount

of FDI (280 billion yen) and will support the local economy with an important flow of tourists (4
million in a year solely for the IR). This is a destination by itself.
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The regions should also facilitate access for foreign investors to local public tenders. The
language barrier is an issue but not only, the legal framework is not unified.
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Regions should recruit foreigners or Japanese speaking English to be dedicated to such public
tenders.

SIEOBIIME L LTH Y T4, 2N T TR, EWRHA DK I T
BURAMA 2 £ 77

A real national Code of Public Procurement should be envisaged to avoid conflicting rules and
facilitate understanding of public procurement / tender rules.
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2.3 Supporting M&A M&A D 1%

For foreign investors, investment by acquisitions is an efficient mean to accelerate the
development of operations in the Japanese market: access to market share, references for
tenders, licences and authorizations, technology, qualified human resources, customers,
suppliers, distributors...)
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Many small and medium companies in Japan are facing transmission issue (aging management,
no successor etc.) and access to foreign ownership grant them the possibility to preserve their
companies and even bring opportunities for growth at an international level.
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Many obstacles like in every country. However, some issues are specific to Japan like:

REDOIF AT EDED &9 LT E 325, HARICKAOMEZ W < D 1EH 3
LI TEES, HIZIL,

e Many small and medium size companies with high value that would be good targets for
foreign investors are difficult to identify

HEIRERICE o TRWE =7 v b+ & iEDECHF/NMEER L WD DD,
Z DRFEDBWEERILERH Y 57

e Such small companies are sometimes isolated and not open to foreign investors
(language, lack of international experience, lack of trust etc.)
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In order to favour such foreign M&A, various solutions could be proposed:
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e Supporting the development of M&A investment services industry
M&A ¥ —ER¥EDHKELZ I LICKIET L L

e Using the banking network to identify target companies
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e Developing a national data base of such companies
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e Communication with foreign agencies (chamber of commerce, European Business
Council, national agencies etc.)
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e Offering tax incentive to investors and sellers (e.g. reduced or deferred taxation of
capital gain or profits generated through the disposal of shares, possibility for foreign

investors to benefit from optimized deduction of acquisition/ investment costs, reduced
taxation or differed taxation of earnings etc.)
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Facilitate debt financing (e.g. non-recourse loan)
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