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	Objective

APEC economies will achieve free and open investment in the Asia-Pacific region by:

a. liberalizing their respective investment regimes and the overall APEC investment environment by, inter-alia, progressively providing for MFN treatment and national treatment and ensuring transparency; and

b. facilitating investment activities through, inter-alia, technical assistance and cooperation, including exchange of information on investment opportunities.



	Guidelines
Each APEC economy will:

a.          progressively reduce or eliminate exceptions and restrictions to achieve the above objective, using as an initial framework the WTO Agreement, the APEC Non-Binding Investment Principles, any other international agreements relevant to that economy, and any commonly agreed guidelines developed in APEC including the Menu of  Options for Investment Liberalization and Business Facilitation;
b. 
seek to expand APEC’s network of bilateral and regional investment agreements and contribute to multilateral work on investment;

c.
facilitate investment flows within the Asia-Pacific region through promoting awareness of investment opportunities, enhancing market access conducive to investment, undertaking capacity building and technical cooperation activities, and implementing measures such as those in the Menu of Options; and

d. 
examine ways to incorporate new investment forms and activities for the sound and sustainable economic growth and development of the Asia-Pacific region including investment forms and activities that support the new economy. 


	Collective Actions
APEC economies will:

1.
Transparency

Short-term

a.
Increase the transparency of APEC investment regimes by:

(i)
Updating the APEC Guidebook on Investment Regimes;

(ii)
Establishing software networks on investment regulation and investment opportunities;

(iii)
Improving the state of statistical reporting and data collection; and

(iv)
Increasing understanding among member economies on investment policy-making issues.

2.
Policy Dialogue

Short-term

b.
Promote dialogue with the APEC business community on ways to improve the APEC investment environment.

c.
Continue a dialogue with appropriate international organizations dealing with global and regional investment issues.

3.
Study and Evaluation

Short-term

d.
Define and implement follow-on training to the WTO implementation seminars;
e.
Undertake an evaluation of the role of investment liberalization in economic development in the Asia-Pacific region.

f.
Study possible common elements between existing subregional arrangements relevant to investment.

Medium-term

g.
Refine APEC’s understanding of free and open investment.

Long-term

h.
Assess the merits of developing an APEC-wide discipline on investment in the light of APEC’s own progress through the medium-term, as well as developments in other international fora.
i.
Study the advantages and disadvantages of creating investment rules – bilateral, regional, or multilateral – with a view to fostering a more favorable investment environment in the Asia- Pacific region.
4.
Facilitation

Short-term and continuing
j.
Undertake practical facilitation initiatives by:

(i)
Progressively working towards reducing impediments to investments including those investments related to e-commerce;

(ii)
Undertaking the business facilitation measures to strengthen APEC economies; and

(iii)
Initiating investment promotion and facilitation activities to enhance investment flow within APEC economies.

5. Economic and Technical Cooperation

Short-term

k.
Identify ongoing technical cooperation needs in the Asia-Pacific region and organize training programs which will assist APEC economies in fulfilling APEC investment objectives.

6. Capacity Building Initiatives

l.
Undertake new activities that contribute to capacity building.

7. Menu of Options

m.
Ongoing improvement of the Menu of Options.
The current CAP relating to investment can be found in the Investment Collective Action Plan.


	Japan’s Approach to Investment in 2006
Japan maintains a highly liberalized open investment regime. It has, in principle, no performance requirement and no restriction on foreign exchange or repatriation of funds related to foreign investment. Foreign investment in Japan requires only the ex post facto reporting except in very limited sectors.  In addition, Japan, in recent years, has established legal and taxation systems to facilitate flexible corporate reconstruction, introduced accounting and financial reporting systems that comply with international standards, developed labor market and deregulated such sectors as telecommunication and financial sectors in order to revitalize its economy. In 2005, Japan also established a new Corporate Law.
    Despite its highly liberalized investment regime and continuous efforts to promote foreign direct investment (FDI), the amount of FDI coming into Japan has been relatively small compared to that of other major countries. In March 2003, in order to improve the situation and double the cumulative amount of inward FDI (as at 2001) within five years, the government of Japan has launched “Program for the Promotion of Foreign Direct Investment into Japan”. The program, showing the government’s commitment to the further liberalization of the investment regime and environment, now consists of 87 concrete measures (increased from 74) under the following five categories: 

1. Disseminating information on investment opportunities in Japan

2. Improving the business environment

3. Reviewing administrative procedures 
4. Creating favorable employment and living environments 

5. Improving local and national government’s structures and systems

Furthermore, in following up on Prime Minister Koizumi’s comments to “promote further investment with even grander targets” (as per his General Policy Speech of January 2006), the Japan Investment Council (held in March 2006) decided to set a new goal to double the ratio of Japan’s inwards FDI stock against its GDP by 2010. In order to further accelerate its efforts and measures in this field, the government of Japan plans to launch a new Program by June.
Measures taken based on the “Program for the Promotion of FDI into Japan” since 2004
The government of Japan has been continuing to take various measures described in the program to comply with its commitment and conduct drastic reforms in the above mentioned five areas. Below is the main progress since 2004:
1. Dissemination of information on investment opportunities in Japan
· An investment-promoting TV commercial featuring Prime Minister Koizumi was aired in the United States and Europe (March 2004 and March 2006). The commercial was also aired in the United States during the G8 Summit in June 2004.

· Advertisements of investment in Japan were put in major international newspapers, such as Wall Street Journal and Financial Times to provide the information of investment opportunities in Japan. 

· A “Study Tour on Japan’s Investment Climate” targeting at journalists of EU member countries was conducted to make the Japan’s policy on investment promotion known to European investors. A discussion was also held between the journalists and the officials of the related ministries. (March, 2004)

· In FY 2003, 76 seminars and symposiums on investment in Japan were held in 13 countries, and in 2004, 120 seminars and symposiums were held in 20 countries, where successful cases of foreign-affiliated companies in Japan were presented. 

· The government communicated widely with the Japanese public on the role and importance of FDIs in the Japanese economy so as to obtain the public understanding of and support to the government’s policy.  
· Researches on the effect of FDI on the Japanese economy and the successful cases of M&A of Japanese firms were conducted to clarify their benefits and obstacles.  The result will be publicized and shared with the municipalities that are interested in receiving FDIs. 
2. Improving the business environment

· A new Corporate Code was established in June 2005.
· The LLP (Limited Liability Partnership) Act was enforced in April 2005.
· The Industrial Revitalization Corporation (IRC) and the Resolution and Collection Corporation (RCC) have been effectively utilizing debt equity swaps in order to reform the domestic business environment and facilitate cross-border M&As. These debt equity swaps are operated in a fairer and more transparent manner. Five cases of debt-equity swaps, amounting to 221.5 billion yen, were implemented by IRC.  

· To improve the transparency, regulations were revised and it became obligatory for every stock exchange market to disclose the quarterly financial and performance report from April 2004. 

· To facilitate new business start-up, the government expanded the range of the venture business that can enjoy the benefit of the Angel Tax, under which the amount invested in designated venture businesses can be deducted from share transfer profits of the same year.

· In order to facilitate M&As, an important means to promote FDI, Development Bank of Japan (DBJ) introduced a low-interest lending scheme. (April 2004)

· Approval procedures of medical devices have been streamlined in order to speed up the procedure.
3. Improving administrative procedures (clearer, simpler and faster). 

· Investment notification and reporting procedures based on the Foreign Exchange and Trade Law have been computerized. (July 2005) 
· Relevant ministries and agencies, attempting to introduce the most appropriate export-import and port related measures, adopted a unified application form, and accepted online applications for port-related procedures from November 2005.
4. Creating favorable employment and living environments 

· In order to respond to the recent labor mobility, the Ministry of Health, Labor and Welfare raised the upper limit of Defined Contribution Pension Plan’s payment (from 36,000 to 46,000 yen per month, October 2004) and eased the requirements for early leavers. (October 2005)

· Under the revision of Labor Standard Law, the Employment Dismissal Regulations were clarified, the maximum period of fixed-term labor contracts was extended, and the operation procedures pertaining to introduction and operation of discretionary work systems were relaxed to protect the rights of workers. (January, 2004) 

· In order that pre-university students can attend international schools in Japan even without being accompanied by a legal guardian, revisions to the ministerial regulations of the Immigration Control and Refugee-Recognition Act were made. (February 2004)
· An evaluation system by a third party organization regarding activities of education and research at universities was introduced. The system intends to fulfill accountability by publicizing the evaluation results, while timing to enhance the quality of education and research at the university level. Through the system, investments to universities will be promoted.
· 
· A report regarding the position of foreign universities within the Japanese educational system was submitted by the Council of Cooperation Researches on Ensuring the Quality of International Universities. It recommended creating a new system to tie the educational system of accredited foreign universities which wishes to offer their educational programs in Japan with the Japanese educational system. The agenda will be further discussed and taken into consideration in the future policies. (March 2004)

· Ministry of Health, Labor and Welfare requested all prefectural and city governments to cooperate to implement the measure of accepting a foreign doctor or dentist.  
· The Special Zones for Structural Reform Promotion Headquarters decided to extend the Special Zones nation-wide for the promotion of admission of foreign researchers and  information processing technicians into Japan (i.e. the length of stay to be increased to 5 years from the previous 3 years).
5. Improving local and national government’s structures and systems

· As of March 2005, 549 Special Zones for Structural Reform plans, which are expected to stimulate FDI, have been authorized. Using the Special Zones, Japan has been actively implementing immigration measures, such as extension of the maximum period of stay in Japan for foreign IT technicians employed by enterprises in the special zones, and prioritization of the immigration processes related to the Special Zones.
· Under the plan to increase international flights, “Law on Special measures concerning smooth promotion of the Urgent Maintenance Project for Tokyo International Airport” was enacted.(March 2004)

For more detailed progress in the Program for the Promotion of FDI into Japan, see the following sites:

http://www.investment-japan.go.jp/index.htm
     


	Japan’s Approach to Investment Measures in 2006

	Section
	Improvements Implemented Since Last IAP
	Current Investment Measures Applied
	Further Improvements Planned

	General Policy Framework

	Japan signed an EPA with Malaysia in December 2005, and has reached an agreement in principle on the EPA with Thailand and the Philippines.  [Menu 1.09]
Japan is currently in negotiations (or is planning to start negotiations) with Korea, Indonesia, ASEAN, Chile, Brunei etc.  on EPAs that contains an investment chapter.  
[Menu 1.09]

	Japan accepts broad range of investment that includes not only “green field” investment but also acquisition of shares of domestic enterprises, management contracts, long-term leases, all forms of business organizations, certain kinds of debt instruments, intellectual properties, etc. [Menu1.01][Menu 1.02]

Japan has made standstill commitments in many sectors under the OECD Codes of Liberalization of Capital Movements, bilateral investment treaties and free trade agreements.[Menu 1.03]

Japan requires prior authorization only in very limited sectors.  Japan also repealed the prior authorization requirements in the mining sector as of April 1998. [Menu 1.04] [Menu 1.04] [Menu 1.05] [Menu 1.06] [Menu 1.07]

Japan has concluded “Friendship, Commerce and Navigation Treaties” or similar treaties with forty-seven countries and eleven bilateral investment treaties with Egypt, Sri Lanka, China, Turkey, Hong Kong, Pakistan, Bangladesh, Russia, Mongolia, Korea, and Viet Nam.[Menu 1.08]

Japan concluded economic partnership agreements with Republic of Singapore and Mexico, both of which include high-level investment rules such as national treatment for pre-establishment and wider prohibition of performance requirement (as does the BIT with Korea and Viet Nam respectively).[Menu 1.09]

	Medium term 
Japan will promote dialogue between APEC members and other international organizations engaged in discussions on investment, including OECD, WTO, the World Bank, and UNCTAD. [Menu1.08]

Japan will actively cooperate in formulating global investment rules through an examination of how these various institutions can work together and complement each other, with particular emphasis on the role APEC should play, taking advantage of its emphasis on voluntarism and coordination. [Menu1.08]

Japan will consider further bilateral investment treaties, bearing in mind talks and trends in the formulation of plurilateral and multilateral investment rules. [Menu1.09]
In March 2003, in order to improve the situation and double the cumulative amount of inward FDI within the next five years, the government of Japan has launched “Program for the Promotion of Foreign Direct Investment into Japan”. The program, showing the government’s commitment to further liberalization of the investment regime and environment, consists of 74 concrete measures under the following five categories: 
1. Disseminating information on investment opportunities within Japan and abroad
2. Improving the business environment

3. Reviewing administrative procedures 

4. Creating favorable employment and living environments 

5. Improving local and national government’s structures and systems
In April 2005, the Government of Japan, in its endeavors to implement all the measures in The Program for the Promotion of Foreign Direct Investment in Japan (the Program), increased the number of measures in the Program to 87. 

In March 2006, the Government of Japan set a new goal to double the ratio of its inwards FDI stock against its GDP by 2010. The Government plans to launch a new Program outlining specific measures by June.
Medium / Long term
Japan will actively promote the identification of the optimal global framework of investment rules at bilateral, plurilateral, and multilateral levels, while working to ensure that APEC makes the most of its comparative edge to contribute to that overall process. [Menu1.08]

	Transparency
Implement APEC Leaders’ 

Transparency Standards on 

Investment

	In March 2006, the government commenced preparations in line with their adopted three-year plan for translating Japanese laws and ordinances into foreign languages.
The Revised Administrative Procedure Law, which includes the legislation of the Public Comment Procedure, was promulgated on 29th June 2005. The revised law was enforced on 1st April 2006. [Menu 2.05]
	Japan examines the websites of all governments and agencies related to FDI, makes the websites clear and easy to use, and facilitates the linkages with other sites. [Menu 2.01]

Japan promotes the use of the “no-action-letter” system, to clarify interpretations of legislation in response to investors’ queries, and the use of the “public comment” systems. [Menu2.02][Menu2.05] 
Japan actively informs other countries of basic policies that Japan welcomes FDI, using every means including TV commercials, advertisements on newspapers, and symposiums.  [Menu2.04]
Japan provides information relating to regulatory framework on foreign capital participation through "Guide to the Investment Regimes of the APEC Member Economies" [Menu2.01]

Japan translates various types of information on investment procedures such as those related to corporate establishment, M&As, establishment of plants and store outlets into English, and establishes a single contact point in JETRO for access to such information. In addition, each ministry or institution related to investment set up a single contact point (Invest Japan), which can indicate the division in charge of a particular procedure, and sets up a system with which the investors can obtain information by means such as websites.
Japan has introduced ”Prior Clearance Procedures for Application of Laws and Ordinances by Administrative Organs,” or popularly called “no action letter system,” with which a private enterprise, etc. can confirm with the administrative institutions, in advance, whether specific business actions are subject to the provisions of the regulations.  The responses from the institutions are made public. [Menu 2.02]

Foreign Exchange Law stipulates the principles of investment approval.[Menu 2.03]

Japan holds symposiums and exchanges missions in cooperation with the government and other parties of other countries and regions which represent potential investment sources.[Menu 2.04]

Japan has introduced Public Comment Procedure and provides appropriate period for public comment so that comment can be made sufficiently.[Menu2.05]

   As a party to the Agreement on Government Procurement enacted on January 1, 1996, Japan has established clear and transparent system of government procurement. For example, Japan publishes the procurement notices, and is willing to ensure that the procurement regulation shall not normally change during a procurement, as the agreement stipulates.  
   In FY 2003, Japan simplifies the forms for applications and notifications, and, where possible, increase user convenience by offering an integrated set of forms. 
   Japan continues to create electronic filing procedures for national and local government applications, and move to develop a one-stop site for access. 
    Japan initiated online filing procedures for investment applications required by the provisions of the Foreign Exchange and Foreign Trade Law in July 2005. 
Japan will continue the study on how to deal with the sectors that require prior notification, considering international discussions. In accordance with the enactment of the WTO Basic Telecommunications Agreement in February 1998, all restrictions on foreign ownership (both direct and indirect) and on foreign board members in Type I telecommunications carriers (except for NTT, Nippon Telegraph and Telephone, and KDD, Kokusai Denshin Denwa,), including their radio station licenses, have been removed. In conjunction with the abolition of the KDD Law in July 1998, restrictions on foreign ownership and on foreign board members in KDD were abolished.[Menu 2.07]

Cabinet Office provides investment information, including the information from local governments and private sectors, through a web-site “Investment in Japan Information Center (IJIC) (http://www.investment-japan.net/index.htm)” opened in July 2000.[Menu 2.08]

Japan (1)established contact points named the office of Invest Japan that provides all information related to investment in Japan and endeavors to make administrative procedures simpler, faster and clearer, (2) translates various types of information on investment procedures into English, (3)simplifies the forms for applications and notifications, and increases user convenience by offering an integrated set of forms, where possible,(4) creates electronic filing procedures for national and local government applications [Menu2.01][Menu2.02] [Menu2.08][Menu2.06][Menu2.07]

Based on the report “Promotion of Securities Markets Reform”, necessary measures to enhance disclosure of governance-related information, risk information and MD&A (Management's Discussion and Analysis) have been taken by March 2003. [Menu 2.04]

Japan set up a liaison committee of representatives in order to streamline and speed up the administrative procedures.  [Menu 2.02][Menu2.08]
When a division in charge does not respond fully to questions on interpretations of laws, the single contact point of each Ministry would accept the complaint and deal with it. If the response is not satisfactory, and the question is related to the market access, the Office of the Trade and Investment Ombudsman (OTO) would accept the complaint and deal with it. [Menu 2.05][Menu2.06]
	

	Non-discrimination

	
	Japan works toward reducing or eliminating the MFN exceptions.[Menu 3.02]

National Treatment (NT) applies to Investment in wide range of sectors nation-wide in terms of establishment, ownership, finance, capitalization and other measures except for certain sectors.   For those sectors, the Government of Japan has been studying alleviation or abolition of regulations on entry by foreign capital, considering international discussions. In accordance with the enactment of the WTO Basic Telecommunications Agreement in February 1998, all restrictions on foreign ownership (both direct and indirect) and on foreign board members in Type I telecommunications carriers (except for NTT and KDD), including their radio station licenses, have been removed. In conjunction with the abolition of the KDD Law in July 1998, restrictions on foreign ownership and on foreign board members in KDD were abolished.
In addition to that, although, the mining industry in Japan is exempted from liberalization under the OECD’s Code, only ex post facto reporting is required as of April 1998 with the revision of the Foreign Exchange and Foreign Trade Law.
Accordingly, Japan’s investment regime is currently very open and the Government of Japan seeks for the further liberalization. [Menu 3.01] [Menu 3.03] [Menu 3.04] [Menu 3.05] [Menu 3.06] [Menu 3.07]

Japan works toward reducing or eliminating the National Treatment exceptions.[Menu 3.08]

In principle, Japan permits the investors to choose various forms of investment.[Menu 3.09]

   Japan does not discriminate against foreign investors in terms of the establishment of local branches, diversification of business and operations, in general. [Menu 3.15] [Menu 3.16] [Menu 3.17]

Liberalization of foreigners’ access to domestic financial instruments has improved considerably since Japan’s “Financial Big Bang” in 1998.  Japan continues to improve the system as needed and on a timely basis with consideration to conditions both inside and outside Japan.[Menu 3.20]

Japan amended the Law on Business of Foreign Securities Firms to introduce the system permitting direct access to domestic stock exchanges by foreign securities companies without an obligation of branch establishment.[Menu 3.20]
	Medium term
With regard to industries related to national security and public order, the government will examine their treatments, taking into consideration discussions at the OECD on deregulating the Foreign Exchange and Foreign Trade Law regarding inward direct investment. [Menu3.07]

Medium / Long term 
Japan will consider appropriate actions with regard to industries that are subject to foreign capital restrictions. This will be done on the basis of further examination of those industries and developments in the discussion on OECD Code of Liberalization of Capital Movements. [Menu3.07]



	Expropriation and Compensation


	
	Land Expropriation Act provides for the necessary conditions, procedures and compensation to coordinate between promotion of public benefit and the right of private property, and thereby to make a contribution to the proper and reasonable utilization of the country’s land. Land Expropriation Act is applied to Japanese and foreigners indiscriminately. [Menu4.01]

All investment treaties that Japan has concluded stipulate provisions on expropriation and compensation. [Menu4.02]

Japan makes all investment treaties in force available to the public. [Menu4.03]


	

	Protection from Strife and Similar Events


	
	Bilateral investment treaties and a free trade agreement which Japan has concluded include MFN or NT with regard to restitution, compensation or other valuable consideration owing to the outbreak of hostilities or state of national emergency. [Menu5.01]

	

	Transfers of capital related to investments

	
	Japan has no restriction on repatriation of the funds in principle. [Menu6.01]

There is no restriction on the convertibility of currencies for the overseas transfer of funds in principle. [Menu6.01]

An investor who has made an outward direct investment needs to submit an ex post facto reporting to the Minister of Finance except an investment in certain sectors where a prior notification is required. [Menu6.01]

   All the investment treaties Japan has concluded stipulate transfers of funds.[Menu 6.02]

   Japan guarantees the free transfer of capital, in general.[Menu 6.03]


	

	Performance Requirements

	
	Japan’s approach toward the prohibition of performance requirement goes beyond the WTO TRIMs illustrative list.

 [Menu7.01] [Menu7.02] [Menu7.03]


	

	Entry and Stay of Personnel

	The entry and stay of foreign personnel is also being discussed in the Council on Economic and Fiscal Policy.
    
	Taking into consideration the various effects to the market, Japan is sorting out issues such as substantial measures necessary to facilitate further acceptance of high quality human resources, as well as the categories under which such personnel can be accepted. (Japan continues to study accepting wide range of human resources from various aspects including the issue of social costs.)
Japan’s immigration control administration is based on the status of residence system under the Immigration Control and Refugee Recognition Act.  There are 14 statuses of residence for employment, including “Investor / Business Manager.” The period of stay as “Investors/Business Manager” is decided as one of two options of three years and one year.

   In December 2000, Japan clarified the criteria of business scale for landing permission of “Investor / Business Manager.” 

   The criteria for landing permission concerning the status of residence “Engineer“ includes the requirement of academic background of university graduate level or the equivalent, or business experience of ten years or more. In December 2001, Japan revised the Ministry of Justice Ordinance so that a foreigner who has passed the IT examination or obtained the IT qualification as announced by the Minister of Justice in the Official Gazette can  fulfill the requirement for landing permission, regardless of academic background or job experiences.[Menu 8.01]    

   Japan has already established re-entry permit system in order to facilitate the re-entry procedure for those who have the long-term status of residences including “Investor/Business Manager.”[Menu 8.02]

Japan facilitates the approval process of status of residence by means including expansion of mutual recognition of engineer’s qualifications.[Menu 8.04]
Japan introduced APEC Business Travel Card.
Since February 2004, Japan has launched the following new operation; Foreign students who seek jobs in Japan after graduation from universities/colleges may change their status of residence from “College Student” to “Temporary Visitor” and extend their period of stay once more if the universities/colleges they graduated from recommend them as eligible candidates to change their status of residence for the purpose of seeking jobs in Japan. Such students may stay in Japan for up to 180 days, and upon individual application and permission,  they may engage in activities other than those authorized under the status of residence for not more than 28 hours a week. [Menu 8.01] 

Since March 2004, Japan has been granting certificates of eligibility for the status of residence generally within two weeks from the date of receipt of applications submitted by foreign nationals who have employment contracts with companies that are regarded as “good performance” company.  [Menu8.02]  

Japan has clarified and published the treatment of the status of residence of “Investor/Business Manager” and the Status of “Intra-corporate Transferee” on the website to increase awareness among the public. [Menu8.03]

	Medium term 

 Japan has already made it possible to extend the period of stay of the foreign students after graduating the universities by up to 180 days if they are seeking the jobs and have the recommendations from the universities.   

From the point of view to bring up the pro-Japanese and to secure high quality human resources, Japan is examining  the extension of the period of stay stated above to students who have graduated general courses of advanced vocational schools (Senshugakko) and have earned the title of “Senmonshi”.

	Settlement of Disputes

	
	Japan provides various mechanisms for resolving disputes and for enforcing the solutions, including the mechanism which allows foreign investors to appeal to the competent authority, mechanism of the judicial settlement and mechanism of settlement of investor-state disputes provided by international agreements Japan has concluded. [Menu9.01]

The Government of Japan signs the ICSID Convention in 1965. [Menu9.02]


	

	Intellectual Property

	

	Foreigners’ intellectual property related rights are generally protected in the same way as those of Japanese. 

  Intellectual property is protected under the intellectual property related laws and major agreements or conventions on intellectual property such as WTO Agreement on Trade Related Aspects of Intellectual Property (TRIPS).

  Japan amended the Unfair Competition Prevention Law in June 2005, in order to strengthen the protection of trade secret and to expand the range of criminal penalties. This amendment went into effect in November 2005.
 Japan amended the Trademark Law in June 2005 in order to maintain the business reputation of producers or providers of local goods or services by protecting trademarks comprising regional names and product/service names as “Regionally Based Collective Marks” in consideration of the increase in necessity of strengthening the industrial competitiveness and activating the local economy.

   Japanese organizations related to copyright as well as those related to the contents industries are expanding their activities overseas. 

   Japan holds various workshops on copyright for general public, officials of local governments, teachers and librarians for the dissemination of information and enlightenment regarding copyright.  

   Agency for Cultural Affairs and Ministry of Economy, Trade and Industry gives some advices on the activities of “CODA, Contents Overseas Distribution Association,” the private organization that promotes the countermeasures against piracy. 
Japan actively encourages the efforts intended to enhance the awareness of intellectual property rights in universities.   

   Japan has established the graduate school system for training highly specialized legal professionals to train professionals in intellectual property rights.

   Japan revised the Unfair Competition Prevention Law in 2003 in order to reduce the burden of right holders to prove the misuse of trade secrets and the damages done by the misuse.

   The Japanese Copyright Law provides protection to computer programs. The Guidelines for IT Security was made by IT Security Protection Committee (composed of all government ministries and agencies for the purpose of enhancing IT security measures at public/private sectors).  The Guideline refers to compliance of laws including the Copyright Law. [Menu 10.04]

Japan encourages other countries to conclude new WIPO (World Intellectual Property Organization) treaties  through WIPO, international conferences such as APEC, and holds seminars on the improvement of copyright legislation. Japan actively participates in the discussions to carry out early adoption of the treaties on Audiovisual Performances, and Broadcasting Organizations. [Menu 10.05]

	The Japan Patent Office will discuss to improve the patent systems necessary to secure timely and high quality examination under the “Intellectual Property Strategic Program 2006” established in June 2006 at the Intellectual Property Policy Headquarters led by the Prime Minister.

	Avoidance of Double Taxation

	In February 2006, Japan signed a new tax treaty with the UK, and the Protocol amending the tax treaty with India. Japan is currently in negotiations with the Netherlands and France. [Menu 11.01 ]
	Japan-US Tax Convention (New Tax Treaty) was ratified and went into effect on the 30th of March 2004.  The conclusion of this new Tax Treaty is expected to further promote investment between Japan and the US, and thus lead to economic growth through increased business opportunities.  [11.01]
Japan has 45 Income Tax Conventions(which apply to 56 countries), most of which provide reduced withholding tax rates at source countries.[Menu11.01]
	

	Competition Policy and Regulatory Reform

	The amendments of the Act Concerning Prohibition of Private Monopolization and Maintenance of Fair Trade came into effect on the 4th of January 2006 and are expected to significantly strengthen the FTC's capabilities to enforce the AMA and to eliminate and deter anticompetitive activities, in particular hard-core cartels and bid rigging activities.
	The Government of Japan submitted the bill to amend the Act Concerning Prohibition of Private Monopolization and Maintenance of Fair Trade (Antimonopoly Act: AMA) to the Diet on October 15, 2004. The Diet passed the bill on April 20, 2005.
The AMA contains three basic prohibitions; private monopolization, unreasonable restraint of trade and unfair trade practices. [Menu12.01]

The Government is implementing regulatory reform from a wide-ranging perspective through the Council for Regulatory Reform. [Menu12.01]

“The Three-Year Program for Promoting Regulatory Reform” reviews the measures to be taken to strengthen the enforcement of the AMA by the end of FY 2006. [Menu12.01]

The Fair Trade Commission (FTC) was established as an administrative organ to achieve the purpose of the AMA and independently performs its duties without being directed or supervised by anyone else. [Menu12.02]

The AMA guarantees respondents’ right of defense at hearings. Respondents are allowed to sate the reason of their objection regarding FTC’s elimination measures including surcharge payment order. (Article 52 of AMA) [Menu12.02]

	Medium term

Japan will promote fair and free competition by clarifying criteria related to the competition laws such as the Anti-monopoly Act, and by strengthening enforcement of the related laws. [Menu12.01]

Japan will move ahead with the Action Plan for Economic Structure Reform. [Menu12.01]

Japan will promote regulatory reform following the Three-Year Program for Promoting Regulatory Reform. [Menu12.01]

The FTC will continue to make appropriate revisions to the competition policies and laws. [Menu12.01]



	Business Facilitating Measures to Improve the Domestic Business Environment

	In order to avoid dual coverage of the social security and dual payment for the social security systems, Japan signed a social security agreement with  Canada in February 2006, and is currently in negotiations with Australia and the Netherlands. [Menu 13.12]

	     Japan established the Corporate Code in June 2005. The Corporate Code enables cash and other property including shares of a domestic or foreign parent company as a compensation for mergers etc. as from May 1, 2007. [Menu 13.07]
The LLP (Limited Liability Partnerships) Act was enforced in April 2005.
Regarding the terms and rules for dismissal of employees, Japan provides labor management with higher predictability by means such as more clear wordings in the law. Japan responds to diversification of employment formats by various means including the expansion of temporary staffing, limited-term employment and arbitrary work. [Menu 13.12]
Japan’s social security agreement with Korea has entered into force since April 2005, and the one with the United States has entered into force since October 2005.  Japan’s agreement with France and Belgium respectively were signed in February 2005, and the one with Canada was signed in February 2006. Efforts to move forward with necessary procedures and preparations for entering into force of the signed agreements will continue. [Menu 13.12]

     Japan has concluded the comprehensive revision of the Certified Public Accountants Law in 2003. The revised law includes such measures as enhancing auditor oversight (effective in April 2004), strengthening auditor independence (effective in April 2004), reviewing CPAs examinations to increase the number of CPAs and enhancing the quality of CPAs (effective in January 2006).
Ten additional investment notification and reporting procedures based on the Foreign Exchange and Trade Law have been computerized/digitalized. [13.02]

Debt equity swaps have been effectively used to reform the domestic business environment and facilitate cross-border M&As. These debt equity swaps are operated in a fairer and more transparent manner. By March 2005, five cases of debt equity swaps totaling 221.5 billion yen have been conducted by the Industrial Revitalization Corporation. [13.09]

In order to facilitate M&As, an important means to promote FDI, Development Bank of Japan (DBJ) introduced a low-interest lending scheme. [13.05]

Clinical testing and pre-application consultation systems were introduced along with increase in the number of personnel and utilization of consistent team inspection to speed up the review process. [13.02]
     Investors can give comments on FDI to the Japan Investment Council and complain to the Secretariat of OTO (the Office of the Trade and Investment Ombudsman, Cabinet Office).[Menu 13.01]

   Japan is working closely with government counterparts in countries or regions that can be expected to serve as future sources of investment, holding symposiums for those, and exchanging missions with those.

   Japan publicizes investment related success stories with cooperation from successful foreign-capitalized ventures in Japan; publicizes the strengths of the domestic investment climate, including Japan's market scale, technologies, and infrastructure; and actively publicizes steps that have been taken to streamline administrative procedure and otherwise improve frameworks to facilitate foreign investment.
   Regarding the provision of information, investment consulting and assistance for various administrative procedures, Japan strengthens the functions of JETRO by assigning the experts. 

   Japan established contact points titled  “Invest Japan” that provides all information related to investment in Japan and endeavors to make administrative procedures simpler, faster and clearer.

   Japan supports international schools by favorable taxation on specific donations and low-interest loans to international schools. In addition, Japan has introduced the new system that makes monetary donations to international schools tax deductible since April 2003. [Menu 13.03]

   Japan holds seminars that bring local governments in Japan into close contact with countries and regions that are considered to be promising sources of FDI to Japan. 

   Japan conducts detailed economic research to analyze and highlight the FDI’s benefits to Japan, the level and causes of withdrawal from Japan and obstacles to FDI. Japan shares the results with the public, including regional governments interested in promoting FDI. [Menu 13.04]

   The government-affiliated institutions such as the Development Bank of Japan (DBJ) provide low-interest loan program for foreign-affiliated firms.   Japan creates tax incentives for investment in IT and research and development to strengthen the global competitiveness of Japanese business and to promote the structural reform of Japanese industries. [Menu 13.05]

   Japan has introduced “e-Japan Strategy II” in July 2003 to promote building a high-level IT network based on the IT Basic Law.

   Japan enforced the Law concerning Electronic Signatures and Certification Services to promote e-commerce.

   Japan has compiled "e-Japan Priority Policy Program" annually which includes various measures to promote establishing one of the world's most advanced network infrastructure.
   Japan introduced a new system for corporate reconstruction, including relevant taxation system.

   Japan has introduced various systems which facilitate corporate reconstruction such as M&A and divestiture. 

   Japan introduced a consolidated tax payment system. [Menu 13.07]

   Japan has already adopted accounting standards in line with internationally accepted accounting standards, including the standards for consolidated financial statements, for financial instruments and for retirement benefits. [Menu 13.08]

   Japan has introduced a new bankruptcy law that facilitates corporate reconstruction. [Menu 13.09]

   Japan has been improving capital-raising environment, including the improvement in the system of special purpose companies, stock purchase warrants, asset backed securities, etc. [Menu 13.10]

   The amendment of the Commercial Code in 2002 has enhanced the Japanese corporate governance system through such measures as the increase in the required number of outside corporate statutory auditors and the introduction of the US-type committees system as an option for large corporations. The committees system requires establishing three committees (Nomination Committee, Auditing Committee and Compensation Committee) in the board (the majority of members of each committee must be composed of outside directors.) [Menu 13.11]
   Japan has strived for wider use of the Defined Contribution Pension Plan, which ensures portability in response to labor mobility, by examining issues such as enlarging the upper limit of payment, taking into consideration such cases as transferring from retirement allowance. 

   Japan strives to increase the basic understanding of business practices, etc. among professionals in the legal sector (judges, lawyers, etc.) by various means including training in private companies during the period of judicial training. 
Japan strives for expansion in legal services by increasing the population of legal professionals and promoting collaboration and cooperation between Japanese lawyers and foreign lawyers, who are qualified under Japanese law. 

   Japan has been conducting comprehensive revision of the system of Certified Public Accountants (CPAs) to improve and strengthen CPAs’ auditing.[Menu 13.13]

Japan has created tax incentives for investment in IT and research and development to strengthen the global competitiveness of the Japanese business and to promote the structural reform of the Japanese industries. [Menu 13.05]


	Medium term
Japan will computerize public application systems. [Menu13.02]

Japan will provide more information on medical care for foreigners. [Menu13.03] [Menu13.04]

Japan will provide appropriate transportation infrastructures such as airports and harbors. [Menu13.06]

Japan will improve support facilities for foreign-affiliated companies in accordance with the Minkatsu-Law (the Private Participation Promotion Law). [Menu13.06][Menu13.11]

Japan will examine the wage and retirement allowance schemes. [Menu13.12]
Medium / Long term 
Going beyond systemic reforms, the Japanese government will implement measures to increase the amount of FDI into Japan to a level comparable to that of Japanese investment abroad. [Menu13.03]

Japan will introduce a legal framework for dematerialization of equity stocks. [Menu13.07]


	Other Investment Measures


	
	〈Technology Transfer〉

A prior notification is required for conclusion, renewal or revision of contracts on technology introduction with non-residents in cases necessary for protection of public order or security interest, etc. [Menu 14.02]

Transparency and Intellectual property rights are guaranteed as explained previously in this chapter.
〈Start-up Companies and Venture Capital〉
Japan has established an "angel tax" system. [Menu 15.01]
To facilitate new business start-up, the government expanded the range of the venture business that can enjoy the benefit of the Angel Tax, and eased the condition for tax cuts with regard to capital gain. [15.01]

   The Development Bank of Japan (DBJ) helps nurture new businesses by providing its clients with information, advice and loans, through utilization of its know-how as well as domestic and international network.[Menu 15.01]
	


	Improvements in {Economy’s} Approach to Investment Measures since 1996

	Section
	Position at Base Year (1996)
	Cumulative Improvements Made to Date

	General Policy Framework

	Japan defined “Foreign Direct Investment(FDI)” widely.(refer to “Guide to the Investment Regimes of the APEC Member Economies 1996”(Guide) Section(B)(1)(ii)(2)) [Menu1.01]

An ex post facto reporting was required for FDI in general except for FDI for certain sectors, where a prior notification was required. In the case of suspending or modifying a prior notification of FDI, the Minister of Finance and the competent Minister(s) in charge of the industry concerned must hear the opinion of the “Council on Customs, Tariff, Foreign Exchange and Other Transactions”.(refer to Guide(B)(1)(ii)(2)) [Menu1.07]

Japan concluded “Friendship, Commerce and Navigation Treaties” or similar treaties with forty-seven countries and four bilateral investment treaties with Egypt, Sri Lanka, China and Turkey. (refer to Guide(E)) [Menu1.08]

	Japan concluded seven more bilateral investment treaties with Hong Kong (1997), Pakistan (1998), Bangladesh (1998), Russia (1998) Mongolia (2001), Korea (2002), and Viet Nam (2003) and two economic partnership agreements with Singapore and Mexico. Japan has now signed an EPA with Malaysia, and reached agreements with the Philippines and Thailand in principle on major elements of the EPA. [Menu1.08]

	Transparency

Implement APEC Leaders’ 

Transparency Standards on 

Investment


	Japan provided information relating to regulatory framework on foreign capital participation through "Guide to the Investment Regimes of the APEC Member Economies" [Menu2.01]

Japan published yearbooks and newsletters of the Japan Investment Council. [Menu2.01]

Japan provided information or consultation relating to investment in Japan through some entities such as Japan External Trade Organization (JETRO). [Menu2.01]


	Japan deals with the enhancement of the transparency in the very progressive manner utilizing the various means such as website and symposium.  Furthermore, Japan has introduced ”Prior Clearance Procedures for Application of Laws and Ordinances by Administrative Organs,” or popularly called “no action letter system,” with which a private enterprise, etc. can confirm with the administrative institutions, in advance, whether specific business actions are subject to the provisions of the regulations.  The responses from the institutions are made public. [Menu 2.02]  Japan has also introduced Public Comment Procedure and provides appropriate period for public comment so that comment can be made sufficiently.[Menu2.05] 

The Revised Administrative Procedure Law, which includes the legislation of the Public Comment Procedure, was promulgated on 29th June 2005. The revised law was enforced on 1st April 2006.

Newly concluded BIT as well as EPA stipulates transparency provisions.



	Non-discrimination

	National Treatment (NT) applies to FDI in wide range of sectors nation-wide in terms of ownership, finance, capitalization and other measures except for certain sectors.  For those sectors, the Government of Japan has been studying alleviation or abolition of regulations on entry by foreign capital, considering international discussions.  


	Regulation was softened in the areas such as mining and telecommunications carriers, including cable television.

Newly concluded BIT as well as EPA stipulates national treatment.

	Expropriation and Compensation

	Land Expropriation Act provided for the necessary conditions, procedures and compensation to coordinate between promotion of public benefit and the right of private property, and thereby to make a contribution to the proper and reasonable utilization of the country’s land. Land Expropriation Act was applied to Japanese and foreigners indiscriminately. [Menu4.01]

All investment treaties that Japan concluded stipulated provisions on expropriation and compensation. [Menu4.02]

Japan made all investment treaties in force available to the public. [Menu4.03]


	Newly concluded BIT as well as EPA stipulates provisions on expropriation and compensation.

	Protection from Strife and Similar Events

	Bilateral investment treaties which Japan had concluded included MFN and/or NT with regard to restitution, compensation or other valuable consideration owing to the outbreak of hostilities or a state of national emergency. [Menu5.01]


	   Newly concluded BIT as well as EPA stipulates MFN and/or NT with regard to restitution, compensation or other valuable consideration owing to the outbreak of hostilities or a state of national emergency.

	Transfers of Capital Related to Investments

	Japan had no restriction on repatriation of such funds in principle. [Menu6.01]

Foreign exchange was available through authorized foreign exchange banks. There was no distinction between a domestic firm and a foreign firm. [Menu6.01]

There was no restriction on the convertibility of currencies for the overseas transfer of funds in principle. [Menu6.01]

Investors who intended outward foreign direct investment had to give prior notification which would be examined by authorities. [Menu6.01]

The Government of Japan examined the transfer of specific technology to specific destinations from the viewpoint of maintaining international peace and security. [Menu6.01]


	Newly concluded BIT as well as EPA guarantees the transfer of funds with a few exceptions.

The Foreign Exchange Law, which required foreign exchange through authorized foreign exchange bank, was revised.(1998) [Menu6.01]



	Performance Requirements


	Japan’s approach toward the prohibition of performance requirement goes beyond the WTO TRIMs illustrative list.
	Newly concluded BIT as well as EPA prohibits wide range of performance requirement.

	Entry and Stay of Personnel

	Japan’s immigration control administration is based on the status of residence system under the Immigration Control and Refugee Recognition Act.  There are 14 statues of residence for employment, including “Investor / Business Manager.” The period of stay as “Investors/Business Manager” is decided as one of two options of three years and one year.


	Japan facilitates the system of entry and stay of personnel through various measures including enhancing transparency, establishing the re-entry permit system, examining relaxation of the requirement of status of residence for outstanding engineers and business managers and expanding the mutual recognition of engineer’s qualifications
   Japan introduced APEC Business Travel Card.
Using the Special Zones, Japan has been actively implementing immigration measures, such as extension of the maximum period of stay in Japan for foreign IT technicians employed by enterprises in the Special Zones, and facilitation of the immigration processes related to particular businesses in the Special Zones.
On March 7,2006, the government of Japan introduced the bill of amendment of Immigration Control and Refugee Recognition Act in the Diet of which the preferential measures given in  accordance with the Law on the Special Zones for Structural Reform shall be expanded to nationwide.


	Settlement of Disputes

	Japan provides various mechanisms for resolving disputes and for enforcing the solutions, including the mechanism which allows foreign investors to appeal to the competent authority, mechanism of the judicial settlement and mechanism of settlement of investor-state disputes provided by international agreements Japan has concluded. [Menu9.01]

The Government of Japan signed the ICSID Convention in 1965. [Menu9.02]


	Newly concluded BIT as well as EPA stipulates dispute settlement mechanism.

	Intellectual Property 


	Foreigners’ intellectual property related rights were generally protected in the same way as those of Japanese.(refer to Guide(B)(10)(2)) [Menu10.01]

Intellectual property was protected under the intellectual property related laws and major agreements or conventions on intellectual property such as WTO Agreement on Trade Related Aspects of Intellectual Property (TRIPS). [Menu 10.02]


	   Japan amended the Design Law in 1998, the Benrishi-ho (Patent Attorney Law) in 2000, the Trademark Law in 2000 and in 2002, the Patent Law in 2002, the Utility Model Law in 2002 and the Unfair Competition Prevention Law in 2003, all of which were intended to improve the environment of Intellectual property rights.
   Japan has also amended its Copyright Law to establish the moral rights of performers complying with the WIPO Performance and Phonograms Treaty (WPPT) and the new right of making works available to broadcasting organizations and acceded to the WPPT. [Menu10.03]

   The International Intellectual Property Protection Forum (IIPPF) was set up to encourage the public and private sectors to closely work together towards effective anti-counterfeiting measures.


	Avoidance of Double Taxation

	Japan had 42 income tax conventions, under which the withholding tax was mostly reduced. (refer to Guide (B)(6)) [Menu11.01]


	    Japan currently has 45 Income Tax Conventions (which apply to 56 countries), under which the withholding tax is mostly reduced at source countries. [Menu11.01]

	Competition Policy and Regulatory Reform

	The Act Concerning the Prohibition of Private Monopoly and Maintenance of Fair Trade (Antimonopoly Act: AMA) contains three basic prohibitions; private monopolization, unreasonable restraint of trade and unfair trade practices. [Menu12.01]

The Fair Trade Commission was established as an administrative organ to achieve the purpose of the AMA and independently performs its duties without being directed or supervised by anyone else. [Menu12.01]

The Government was implementing The Program for Promoting Deregulation. [Menu12.01]

	   Regulatory reform is one of the primary policies of the Government of Japan. [Menu12.01]

	Business Facilitating Measures to Improve the Domestic Business Environment 


	Japan has been progressively improving the domestic business environment through various measures.


	Japan has taken various measures to further improve the domestic business environment, including the enhancement of domestic IT infrastructure, establishment of a new corporate law, introduction of new accounting system, enhancement of the labor market, creation of tax incentives and so on.
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