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Thank-you Mr. Shimada for dlowing the EBC to spesk to the JIC Expert’s
Mesting today.

My name is Richard Collasse and | am the chairman of the European
Business Community in Jgpan, an organization of the European chambers of
commerce in Japan. The EBC, with 300 active membersin 27 committees
represents approximately 3,500 European companiesin Japan.

| am aso the President of Chandl K K., which has been in Japan for more
than 20 years, with a gtaff of 1,300. | would like to share with you my
thoughts not only as the chairman of a European business organi zation, but
aso asan active investor in Japan. | can tell you first hand that there are
many difficulties for investing in Japan, even for acompany like Chanel that
is committed to the Japanese market.

Hrs of dl, | would like to say that the EBC very much supportsthe
Government’ s god of doubling FDI in the next five years. FDI brings new
blood to the body, boosting its energy. | dwayslike to say that FDI islikea
“Regain” saminadrink for the Japanese economy!

The EBC has been very active in helping to promote Japan as a good place
toinvest. Last year, Shimada-sensai and | visited Europe to talk about the
Japanese investment environment to European executives. Now, in addition
to being chairman of the EBC and working for Chand, | have become a
salesperson for foreign investment in Japan!

But a sdesperson will only be successful if it has agood product to sdl.

Japan has many excellent qudities. Itisabig market and aregiond
economic hub of Asa. We foreigners based in Japan learn alot from doing
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businessin Japan, such as the kaizen process that has helped so many
foreign companiesto recover and become excdlent in their field.

But it gppears that Japan is having difficulty aoplying the kaizen process to
itsdf!

Last year, | met with Prime Mingter Koizumi twice to talk about FDI. The
issues that | will talk about today are exactly the same issues that the EBC
has stressed to the Prime Minister.

Japan will not be able to attract more foreign investment unless:

1. The Government takes decisive action to address the numerous
gructurd problems with the Japanese economy. PR is not enough!
Foreign investors want to see action.

2. Moreregulatory reform. Not only deregulation, but also increased
clarity. Foreign investors do not liketo hear: “Just try it see what
happens”, as| have heard with my own ears. When you are
investing billions, and sometimestrillions, of yen an investor wants
to know exactly what to expect from the regulators and the tax
office.

3. Lega and tax structures that support M&A. Mr. Benes and Mr.
Asakura of the ACCJIwill talk in greater detail about cross-border
stock swaps and cash mergers. The EBC supportsthe ACCJ s
views on thisissue M&A isthe sngle largest component of FDI
into Japan and tax rules should not discriminate againgt foreign
investors.

4. Findly, the EBC supports more decentraization, one of the pillars
of the Prime Minigter’ s “Trinity Reforms”. With more
decentrdization, the EBC is hoping that more locd governments
will privatize public services and redly “champion’ busness
development through tax and regulatory incentives.

For more information on the EBC’ s requests, | suggest you look through the
EBC report that is Stting in front of you. The report shows very clearly the
issues facing European firmsin Jgpan and the progress (or lack of progress!)
that has been made to solve these problems.

What is obvious to meisthat many of the proposas that the EBC have been
meaking over the past few years relating to FDI are exactly the same asthe
JC proposals endorsed by the Cabinet on March 27 last year.
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Y ou have cdled for better promotion efforts to encourage FDI in Japan,
something the EBC supports.

But as| said before, promotion is not only about effective PR: Japan will be
judged by its action as much asitswords, and in this sense, | see some
troubling developments.

For example, the decision to introduce factor-based criteriato the corporate
enterprise tax and the recent decision to allow Kampo to expand its product
line were not viewed favourably by foreign investors.

Y ou have cdled for smoother mergers & acquigitions, including areview of
tax measures for corporate restructuring, which the EBC supports. The
Corporate Revitalization Law was amended last year to alow for “triangular
mergers’, but to my knowledge no foreign company has used this law to
purchase a Japanese firm.

The biggest problem, which Mr. Benes and Mr. Asakurawill talk about in
more detall, is that there isno tax deferral on cross-border corporate
reorganizations. Thisisdiscriminatory, astax deferrd is possble on
quelifying reorganizations between wholly Japanese entities.

Y ou have cdled for more private sector involvement in public services,
which the EBC supports.

But the use of PHl istill not well developed in Japan, which we as
European business find difficult to understand as most loca governments
arelosing money. European firms have alot of expertisein PFl in areas
such as waste management, water treatment and welfare services, and | am
sure investment from Europe would increase if more opportunities existed.

Y ou have called for increased regulatory trangparency, which the EBC
supports.

But alack of transparency continues to be one of the issues most frequently
cited by European businesses asinhibiting investment in Japan. My own
company isinvolved in acomplicated M& A ded, and we keep getting
different answers from different peoplein the NTA. It isimpossbleto plan
abusnessthisway.

In other words, most of the key issues preventing foreign investment in
Japan have dready been identified by the JC.
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The big question is. how will these proposd's be implemented.

| am happy to see that beside each of your proposals you have listed the
Minigry or Agency respongble for itsimplementation. | am aso happy to
see many representatives from these Ministries and Agencies here today,
many of whom | know personaly.

Shimada sensel, while | understand that today | am being asked to make the
presentation and that the senmon-buka members may wish to ask me some
questions, but if you dorn't mind | would dso like in return to ask some
questions to our friends in the Ministries and Agencies that are represented
here today.

Our ligt of issues, as can be seen inthe EBC’ sreport, is quite long, and if we
were to go through each one we would be here for avery long time.

| would like to take this opportunity instead to focus on three issues. M&A,
PFl, and regulatory reform.

To our friendsin the Ministry of Finance, | would like to hear what you are
doing to diminate discriminatory tax trestment on cross-border corporate
reorganizations. | hear the Minigtry of Judtice is currently revisng the
Commercid Codeto makeit easier to do cross-border M&A, and perhaps
you can tell uswhat sort of didogue you have been having with your
colleagues to help solve this problem.

To our friendsin the Cabinet Office, | am curiousto hear your frank opinion
on the prospect for the implementation of the regulatory reform proposas
released on March 19" by the Council on Regulatory Reform. The EBC
fedsthat there is an important linkage between regulatory reform and
investment, but | have heard that there have been anumber of difficulties
convincing the Ministries and Agencies to commit themsalves to extensive
deregulation in sengtive areas such as hedth care and financid services.

Findly, to our friendsin MPHPT and MLIT | would like to hear your
opinion on why PFI is not used so much in Japan, and what ese could be
done to open up the public procurement market to foreign investment.

In closing, | would like to reiterate something that | say on many occasions.
The purpose of the EBC recommendations contained in the EBC Report is
not “gaitsu’, but rather “naiatsu’. We European companies based in Jgpan
arerowing in the same boat as our Japanese colleagues as we want to attract
investments from our headquarters to Japan instead of going to other
countries such as China

European Business Community in Japan
Sanbancho POULA Bldg. 2 Fl.
6-7 Sanbancho, Chiyoda-ku, Tokyo 102-0075, Japan
Tel: 03-3263-6222 Fax: 03-3263-6223; E-mail: ebc@gol.com; Web: http://www.ebc-jp.com

4




Thank-you for your atention.
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