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TOKYO, JAPAN, October 29, 2003 - The
American Chamber of Commerce in Japan (ACCJ)
today announced the findings of a landmark report
by economic Professors Kyoji Fukao of Hitotsubashi
University and Tomofumi Amano of Toyo University.
The Fukao Report is the first to be based on
detailed empirical analysis of the actual state of
foreign direct investment (FDI) and its critical
benefits for the Japanese economy.

The ACCJ commissioned the study in response
to Prime Minister Junichiro Koizumi’s challenge
to double Japan’s cumulative stock of inward FDI
within five years. The ACCJ also released From
Goals to Reality: FDI Policy in Japan, a general
policy document based on the Fukao Report’s
findings.

Professor Fukao said: “Japan no longer can rely on
its own capital and technological resources to grow
and prosper. As in other countries, FDI is a key to
Japan’s sustained economic revival.”

Major conclusions in the Fukao Report include:

eThe high volume of Japanese investment
overseas - which now drains Japan of 3.5 trin
yen per year - is not being offset by inward
investment from abroad, resulting in hollowing
out of the economy.

eJapan is far behind in the competition to attract
world capital flows. At approximately 1% of GDP,
inward FDI for Japan is only 1/11th that of the
U.S. and1/22th of Germany, and is far lower
than China or South Korea.

eForeign affiliated companies have roughly 10%
higher productivity than domestic companies. If
inward FDI were to expand to the level of other
OECD countries, increased capital investment of
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18.8 trln yen and improved productivity would
raise GDP by 7.5 trIn yen, or approximately
1.5%.

eEmployment due to FDI has grown almost 50%
in the past four years.

eDeregulation would raise employment by
foreign affiliate firms by 54%.

ePrivatization of public corporations would
expand non-manufacturing employment by
foreign firms 43% compared to 1996.

The report also dispels many misconceptions about
FDI in Japan that underlie the negative attitudes
against foreign investment in Japan such as:

*M&A rather than “greenfield” investment,
accounts for more than 80% of FDI in all
developed countries, including Japan.
eDomestic Japanese firms account for the vast
majority of M&A in Japan.

ePrivate equity funds (sometimes accused of
being “vulture” funds) account for only 5% of all
M&A by foreign companies in Japan.

eUnlike portfolio investment, FDI actually brings
a long-term commitment to the Japanese
market; it cannot and does not exit easily.

*FDI brings new and better technology to
Japan—it does not “steal” Japanese technology.
eIn fact, because of government deficits,

Japan critically needs to attract more private
investment from all sources, both foreign and
domestic. The country is caught in a cycle of low
productivity, low investment, and deflation.
eThe benefits of FDI do not flow only to Tokyo.
Although 90% of headquarters are in Tokyo,
more than 50% of the jobs are outside of Tokyo,
Kanagawa, and Osaka.
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“The professors assert that achieving the
government’s goal of doubling FDI in five years
requires going beyond steps taken so far, such

as PR, providing investment information, and
special zones. Major reforms are essential, such
as accelerated privatization and deregulation, and
allowing cross-border stock swaps for M&A”, said
Nicholas Benes, Chairman of the FDI task force.

The Fukao Report also includes case studies of
successful investments by P&G, Nissan Motors,
Starbucks Coffee Japan, American Family Life
Insurance, GE Japan, IBM, and Kansai Sawayaka
Bank.

About ACCJ

Established in 1948, the American Chamber of
Commerce in Japan (ACCJ) has grown into Japan’s
most influential organization representing the
interests of international businesses in Japan, with
close to 3,200 individual members representing
more than 40 countries and 1,400 companies.

The ACCJ promotes commerce between the United
States and Japan, supports measures to benefit
and protect the interests of U.S. companies, and
presents a variety of programs that keep Chamber
members abreast of current business practices
and trends. For more information, visit:
http://www.accj.or.jp
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