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Foreword

Japan remains one of the world's most compelling destinations for international businessτ

a major economy with advanced technological capabilities and one of the world's most 

sophisticated consumer markets. 

At the same time, doing business in Japan comes with its own set of complexities. Unique 

business practices, intricate tax and labor regulations, and cultural and language 

differences can make the journey feel uncertain. "Where do we even begin?" "Who can we 

trust?" These are questions we hear time and again from companies taking their first 

steps into the Japanese market. 

At RSM in Japan, we begin by listening. Our role is to help you navigate these challenges 

with clarity and confidence, working alongside you to find practical solutions tailored to 

your needs. Through close collaboration among professionals across our member firms 

throughout Japan, we provide one- stop support company incorporation, accounting, tax, 

labor, and immigration support. Drawing on RSM International's global network, we deliver 

seamless cross- border support to help you align your global ambitions with the realities of 

operating in Japan. 

What matters most to us is not simply completing procedures. We are here for the long 

term, supporting your business as it takes root in Japan and grows into something 

enduring. 

This guide brings together the knowledge and on- the-ground experience of RSM in Japan. 

Whether you are exploring Japan for the first time or are already established here, we hope 

it becomes a trusted resource as you navigate the opportunities ahead. 

Experience RSM and The Power of Being Understood. 
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RSM in Japan comprises two independent professional firms that are members of the RSM 

network in Japan, together with its correspondent firm. With a combined team of more than 430 

professionals, we can provide an integrated support to international and domestic clients across a 

broad range of services.

RSM Seiwa is the dedicated assurance firm providing audit and assurance services, IPO support, 

accounting consulting, internal audit and SOX compliance, risk advisory, and financial due diligence.

RSM Shiodome Partners provides a comprehensive suite of non- assurance professional services, 

integrated with business process outsourcing (BPO) capabilities across multiple service lines. Our 

expertise spans accounting and tax advisory, financial due diligence, and risk management. 

Additionally, we support organizations with payroll, HR and labor advisory, immigration and global 

mobility, corporate establishment, regulatory compliance, and cross- border advisory services.

RSM in Japan also works in close collaboration with its correspondent firm, Tokyo Kyodo 

Accounting Office (TKAO), which specializes in tailor- made accounting, tax and financial consulting 

services with strengths in finance, cross- border business development, transfer pricing and 

customs advisory.

w{a ƛǎ ƻƴŜ ƻŦ ǘƘŜ ǿƻǊƭŘΩǎ ƭŀǊƎŜǎǘ ƴŜǘǿƻǊƪǎ ƻŦ ƛƴŘŜǇŜƴŘŜƴǘ ŀǳŘƛǘΣ ǘŀȄ ŀƴŘ ŎƻƴǎǳƭǘƛƴƎ ŦƛǊƳǎΣ 

with a presence in over 120 countries and more than 500 offices worldwide. With a global 

team of 56,000 professionals, RSM member firms serve clients ranging from dynamic 

mid- market businesses to large multinational corporations.

RSM is a powerful Network of assurance, tax and consulting experts with offices all over 

the world. As an integrated team, we share skills, insight and resources, as well as a client-

ŎŜƴǘǊƛŎ ŀǇǇǊƻŀŎƘ ǘƘŀǘΩǎ ōŀǎŜŘ ƻƴ ŀ ŘŜŜǇ ǳƴŘŜǊǎǘŀƴŘƛƴƎ ƻŦ ȅƻǳǊ ōǳǎƛƴŜǎǎΦ ¢Ƙƛǎ ƛǎ Ƙƻǿ ǿŜ 

empower you to move forward with confidence and realize your full potential.

About RSM

About RSM in Japan
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Sapporo
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Hiroshima

Kobe
Okinawa
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1.1 Geography

Japan lies just off the eastern coast of the Asian 

continent and consists of four major islandsτ

Hokkaido, Honshu, Shikoku, and Kyushuτas well 

as numerous smaller islands, forming an arc-

shaped archipelago that extends from north to 

south. 

Japan's total land area is 377,976 square 

kilometers. Forests cover 67% of Japan's land 

area, farmland 13%, and residential land 5%, with 

roads, rivers, and other uses accounting for the 

remainder. Mountains extend along the middle of 

the long narrow archipelago, dividing it into two 

sides, one facing the Pacific Ocean and the other 

the Sea of Japan. Generally, rivers are short and 

fast- flowing.

As a country located on the Pacific Ocean's "Ring 

of Fire," Japan has many volcanoes, both active 

and dormant, and regularly experiences 

earthquakes. Monitoring and responding to 

seismic activity are a major area of research and 

infrastructure investment.

1.2 Climate

Temperatures vary widely by region, ranging from 

subarctic to subtropical. The general climate, 

except for part of Hokkaido in the north and some 

of the southernmost islands, is temperate with 

seasonal winds. Japan has four well- defined 

seasons. Apart from Hokkaido, the summers are 

hot and humid, preceded by a rainy season from 

mid-June through July, and followed by a typhoon 

season lasting through October. Autumn and 

spring are mild and pleasant. Winter is quite cold in 

some regions, with strong seasonal winds and 

heavy snowfall on the Sea of Japan side. The 

annual mean temperature is about 23C in 

Okinawa, 16C in Tokyo, and around 10C in 

Sapporo (Hokkaido). Rainfall is abundant, ranging 

from roughly 1,000 to over 3,000 millimeters 

annually depending on the region. Typhoons and 

heavy storms are not uncommon.

1.3 Natural Resources

Japan is often described as a resource- poor 

country in terms of fossil fuels and mineral 

resources. Domestic reserves of oil, natural gas, 

and coal are limited, and the country relies heavily 

on imports for its energy needs. However, Japan 

has substantial forest resources, relatively 

abundant freshwater supplies, and significant 

marine resources.

In recent years, Japan has also advanced deep-

sea resource exploration. Near Minamitorishima 

LǎƭŀƴŘΣ ǿƛǘƘƛƴ WŀǇŀƴΩǎ ŜȄŎƭǳǎƛǾŜ ŜŎƻƴƻƳƛŎ ȊƻƴŜΣ 

researchers have identified significant rare earth-

bearing seabed sediment deposits, with 

estimated resources equivalent to over 16 million 

tons of rare earth oxides. These efforts are part of 

WŀǇŀƴΩǎ ōǊƻŀŘŜǊ ǎǘǊŀǘŜƎȅ ǘƻ ǎǘǊŜƴƎǘƘŜƴ ǎǳǇǇƭȅ 

chain resilience for critical minerals used in 

electric vehicles, renewable energy, and advanced 

electronics.

1.4 Population

Japan's total population was approximately 123 

million as of April 2025, according to the Statistics 

Bureau of Japan, making it one of the world's 

most populous countries. The population peaked 

at approximately 128 million around 2008ς2010 

and has been declining ever since.

This demographic contraction, driven by a very 

low fertility rate of approximately 1.1ς1.2 children 

per woman and a rapidly aging population, poses 

significant long- term economic and social 

challenges, including labor shortages, rising 

healthcare and social security costs, and pressure 

on public finances.

Japan's population density is approximately 330ς

340 people per square kilometer, one of the 

highest among major developed economies.

1.5 Transportation

Roads and Rail

Japan has one of the most efficient public 

transportation systems in the world, supported 

by a well- developed network of roads and 

Ǌŀƛƭǿŀȅǎ ŎƻƴƴŜŎǘƛƴƎ ƳŀƧƻǊ ŎƛǘƛŜǎΦ WŀǇŀƴΩǎ ƳŀƧƻǊ 

islands are connected by bridges, tunnels, and 

ferry services.

The Shinkansen (bullet train) network connects 

major cities in Honshu, Kyushu, and Hokkaido. 

Subways are also an important mode of 

transportation in metropolitan areas such as 

Tokyo, Osaka, Nagoya, and Sapporo. Rail and 

subway systems are generally the most efficient 

means of transportation in major urban areas, 

while private cars, buses, and taxis may be more 

practical outside major cities.

In Japan, vehicles drive on the left- hand side of 

the road, as in the United Kingdom and Australia.

Air Travel

Japan has an extensive domestic and 

international air transport network, with major 

international airports including Narita International 

Airport, Tokyo International Airport (Haneda), 

Kansai International Airport, and Chubu Centrair 

International Airport.

Marine Travel

aŀǊƛƴŜ ǘǊŀƴǎǇƻǊǘ ǊŜƳŀƛƴǎ ƛƳǇƻǊǘŀƴǘ ǘƻ WŀǇŀƴΩǎ 

economy, supporting both international trade and 

domestic logistics. Major ports include Tokyo, 

Yokohama, Nagoya, Osaka, and Kobe. Given 

WŀǇŀƴΩǎ ƭƻƴƎ ŎƻŀǎǘƭƛƴŜΣ ƴǳƳŜǊƻǳǎ ǊŜƎƛƻƴŀƭ ǇƻǊǘǎ 

and harbors also support passenger and cargo 

transportation.
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1.6 Language

The national language of Japan is Japanese. 

English is increasingly used in international 

business and is widely supported in major cities, 

although Japanese remains the primary language 

for most business and administrative interactions.

Many major Japanese companies have 

employees who can communicate in English, 

particularly in international- facing functions. 

However, depending on the nature of the 

discussion and the parties involved, professional 

interpretation support may be beneficial, 

especially for negotiations, legal matters, and 

detailed technical discussions. Familiarity with the 

Japanese language and business culture can also 

help facilitate smoother communication and 

stronger business relationships.

1.7 Currency

WŀǇŀƴΩǎ ŎǳǊǊŜƴŎȅ ƛǎ ǘƘŜ WŀǇŀƴŜǎŜ ȅŜƴ όWt¸Σ ϾύΦ /ƻƛƴ 

denominations are ¥1, ¥5, ¥10, ¥50, ¥100, and 

¥500. Banknote denominations are ¥1,000, 

¥2,000, ¥5,000, and ¥10,000, although the 

¥2,000 note is rarely seen in everyday circulation. 

New banknote designs were introduced in 2024, 

while previous designs remain legal tender.

1.8 Government

The Constitution of Japan

The Constitution of Japan, which replaced the 

Constitution of the Empire of Japan (the Meiji 

Constitution), was promulgated on November 3, 

1946, and came into effect on May 3, 1947. It 

consists of 11 chapters and 103 articles and is 

based on three fundamental principles: popular 

sovereignty, pacifism, and respect for basic 

human rights.

The Constitution defines the Emperor as the 

symbol of the State and of the unity of the 

people. The Emperor has no powers related to 

government affairs and performs only those acts 

in matters of state as provided for in the 

Constitution.

WŀǇŀƴΩǎ Ŏƻƴǎǘƛǘǳǘƛƻƴŀƭ ǎȅǎǘŜƳ ƛǎ ŀ ŘŜƳƻŎǊŀǘƛŎ 

framework based on the separation of powers. 

Legislative power is vested in the Diet, executive 

power in the Cabinet, and judicial power in the 

courts, with the Supreme Court serving as the 

highest judicial authority.

The Diet

The Diet (Kokkai) is Japan's national legislature 

and the highest organ of state power. It is the sole 

legislative body, responsible for proposing 

constitutional amendments, approving the 

national budget, ratifying treaties, and designating 

the Prime Minister.

The Diet consists of the House of 

Representatives (Shugiin), the lower house, and 

the House of Councillors (Sangiin), the upper 

ƘƻǳǎŜΦ WŀǇŀƴΩǎ ǇƻƭƛǘƛŎŀƭ ǎȅǎǘŜƳ ƛǎ ŀ ǇŀǊƭƛŀƳŜƴǘŀǊȅ 

system, similar in structure to the British model 

rather than the American presidential system.

The Cabinet

The Cabinet consists of the Prime Minister and 

Ministers of State and is collectively responsible 

to the Diet. The Prime Minister must be a 

member of the Diet and, in practice, is typically 

selected from the House of Representatives.

The Prime Minister has the authority to appoint 

and dismiss Ministers of State. All ministers must 

be civilians, and a majority of them must be 

members of the Diet.

The Supreme Court

¢ƘŜ {ǳǇǊŜƳŜ /ƻǳǊǘ ƛǎ WŀǇŀƴΩǎ ƘƛƎƘŜǎǘ ŎƻǳǊǘ ŀƴŘ 

the court of final appeal. It has the authority to 

determine the constitutionality of laws, 

regulations, administrative actions, and other 

official acts.

Its decisions serve as authoritative judicial 

precedent, and it oversees the appointment of 

lower court judges.

Local Government

For local administrative purposes, Japan is divided 

into 47 prefectural- level jurisdictions, consisting 

of one metropolis (Tokyo- to), one regional 

prefecture (Hokkaido- do), two urban prefectures 

(Osaka- fu and Kyoto- fu), and 43 prefectures 

(Ken).

Each prefectural jurisdiction has its own governor 

(Chiji) and elected assembly. Below the 

prefectural level, municipalities are classified as 

cities (Shi), towns (Machi or Cho), and villages 

(Mura).

1.9 Olympics and Other Events

Japan has extensive experience hosting major 

international events, most notably the Olympic 

Games. The 1964 Tokyo Summer Olympics 

marked Japan's historic postwar return to the 

global stage, while the 2020 Tokyo Games (held in 

2021) were successfully staged under 

unprecedented circumstances during the COVID-

19 pandemic. Japan has also hosted G7 Summits, 

FIFA World Cup tournaments (co- hosted in 2002), 

and World Expositions. Most recently, Japan 

hosted Expo 2025 Osaka, Kansai, further 

highlighting its role as a venue for major global 

events.
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2.1 Business Regulation Framework

Overview

Japan regulates business through a combination 

of legislation, administrative rules, and regulatory 

guidance, covering areas such as corporate 

governance, taxation, employment, competition 

law, foreign investment, consumer protection, 

data privacy, environmental compliance, and 

sector- specific licensing.

Key Government Authorities

Business regulation in Japan is administered by 

various ministries and regulatory agencies. Key 

authorities include the Ministry of Economy, 

Trade and Industry (METI), which oversees 

industrial policy, trade, and certain commercial 

regulations; the Ministry of Finance (MOF), 

responsible for fiscal policy and customs 

administration; the Financial Services Agency 

(FSA), which regulates financial institutions and 

capital markets; the Ministry of Justice, which 

governs corporate legal frameworks and 

company registration; and the Ministry of Health, 

Labour and Welfare (MHLW), which regulates 

employment and labor matters.

Other important authorities include the Japan Fair 

Trade Commission (JFTC), which enforces 

competition law; the Consumer Affairs Agency, 

which oversees consumer protection; the 

Personal Information Protection Commission 

(PPC), responsible for data privacy compliance; 

and the Ministry of the Environment, which 

administers environmental regulations.

Administrative Guidance

Japan's regulatory system is grounded in formal 

law. In certain industries, however, administrative 

guidance and consultation with relevant 

authorities also influence how businesses 

approach compliance in practice.

2.2 Competition Law

Anti- Monopoly Act

WŀǇŀƴΩǎ ŎƻƳǇŜǘƛǘƛƻƴ ƭŀǿ ŦǊŀƳŜǿƻǊƪ ƛǎ ǇǊƛƳŀǊƛƭȅ 

governed by the Anti- Monopoly Act (Dokusen 

Kinshi Ho, AMA), which is enforced by the JFTC. 

The AMA is designed to promote fair and free 

competition and applies to a broad range of 

business activities, including mergers and 

acquisitions, distribution arrangements, joint 

ventures, pricing practices, and other commercial 

conduct.

The AMA prohibits anti- competitive conduct 

such as cartels, bid- rigging, private 

monopolization, and certain unfair trade practices. 

Violations may result in administrative orders, 

monetary surcharges, civil claims, and, in serious 

cases, criminal penalties.

A business practice of importance in Japan is the 

restriction on abuse of a superior bargaining 

position. This regulation prevents a dominant 

market player from using its leverage to impose 

unfair terms on a counterparty.

Digital Platform Regulation

Japan has also strengthened competition 

regulation in digital markets. In 2024, the Act on 

Promotion of Competition for Specified 

Smartphone Software was enacted, introducing 

an ex- ante regulatory framework for certain 

digital platform operators in areas such as mobile 

operating systems, app distribution, browser 

access, and payment systems.

Businesses engaging in strategic partnerships, 

acquisitions, distribution arrangements, or digital 

platform activities in Japan should carefully 

assess compliance with Japanese competition 

law requirements.

2.3 Intellectual Property Protection

Overview

Japan maintains a well- developed intellectual 

property (IP) protection framework covering 

patents, trademarks, design rights, and 

copyrights. Protecting IP is an important 

consideration for businesses entering the 

Japanese market, particularly in technology, 

manufacturing, life sciences, consumer products, 

and branded businesses.

Patents

Patent rights in Japan are administered by the 

Japan Patent Office (JPO). Patent protection 

generally lasts for 20 years from the filing date, 

subject to limited extensions in certain sectors, 

such as pharmaceuticals.

Trademarks

Trademarks are registered through the JPO and 

are protected for 10 years from the date of 

registration. Trademark registrations may be 

renewed indefinitely upon application.

Design Rights

Design rights protect the visual design of 

products and are also administered by the JPO. 

Protection generally lasts for 25 years from the 

filing date.

Copyrights

Copyright protection arises automatically upon 

creation of an eligible work and generally 

continues for 70 years after the death of the 

author, subject to certain statutory exceptions.

Practical Considerations

Japan is a member of major international IP 

treaties and maintains a legal framework broadly 

aligned with international standards. Businesses 

should secure appropriate IP protection in Japan 

at an early stage, particularly where local 

registration is required.
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2.4 Trade and Customs

Overview

Japan maintains a generally open trading 

environment, though certain imports and exports 

are subject to regulatory controls, licensing 

requirements, and customs procedures. 

Depending on the specific goods in question, 

multiple government authorities may be involved, 

including the MOF, the METI, the MHLW, and the 

Ministry of Agriculture, Forestry and Fisheries.

Import Controls

Imports into Japan are subject to customs 

clearance, product- specific regulations, 

quarantine requirements, and licensing 

procedures, depending on the type of goods 

involved. Regulated products may include food, 

pharmaceuticals, medical devices, chemicals, and 

certain industrial products.

Many businesses rely on customs brokers, import 

agents, or local distributors to manage import 

procedures efficiently, particularly during the 

initial stages of market entry.

Export Controls

Japan maintains export control regulations for 

certain goods, technologies, and sensitive 

products, especially those relating to national 

security, strategic technologies, and international 

sanctions compliance. Businesses engaged in 

cross- border trade should comply with applicable 

export control requirements.

Tariffs and Customs Procedures

Customs duties and import procedures are 

administered by Japanese customs authorities 

under the MOF. Tariff treatment depends on the 

classification, origin, and nature of imported goods, 

and Japan applies international customs 

classification standards consistent with global 

trade practices.

2.5 Consumer Protection

Overview

Japan maintains a well- established consumer 

protection framework designed to promote fair 

business practices and protect consumers in 

commercial transactions. Businesses operating in 

Japan, particularly those dealing directly with 

consumers, should be aware of applicable legal 

obligations relating to advertising, contract terms, 

product safety, and sales practices.

Key Consumer Protection Laws

Key legislation includes the Consumer Contract 

Act, the Act against Unjustifiable Premiums and 

Misleading Representations, the Act on Specified 

Commercial Transactions, and the Product 

Liability Act. General contractual principles under 

the Civil Code also apply.

These laws regulate areas such as unfair contract 

terms, misleading advertising, sales practices, 

product liability, and consumer cancellation rights.

Environmental Compliance

Key legislation includes the Basic Environment 

Law, the Waste Management and Public 

Cleansing Act, the Soil Contamination 

Countermeasures Act, and other sector- specific 

environmental regulations. Certain business 

activities may require permits, notifications, 

environmental assessments, or ongoing 

compliance obligations.

Companies in manufacturing, logistics, 

construction, chemicals, energy, and other 

environmentally sensitive industries should pay 

particular attention to applicable environmental 

regulations.

Sustainability and Climate Policy

Japan has continued to strengthen its 

sustainability and climate- related policy 

framework, including its commitment to 

achieving carbon neutrality by 2050. 

Businesses may increasingly face regulatory 

expectations relating to carbon reduction, 

energy efficiency, emissions management, 

supply chain sustainability, and environmental 

disclosure.

For larger businesses and certain listed 

companies, sustainability- related reporting and 

governance expectations have also become 

more important.

Consumer Rights and Business Compliance

Japan provides consumer protections in areas 

such as cooling- off rights for certain transactions, 

restrictions on misleading or aggressive sales 

practices, and liability for defective products. 

Consumer protection regulations have continued 

to evolve, particularly in response to e-

commerce, subscription- based business models, 

and digital marketing practices.

Companies with consumer- facing operations 

must ensure that their contracts, advertising, 

sales processes, and customer communications 

comply with applicable Japanese consumer 

protection requirements.

2.6 Environmental and 

Sustainability Regulations 

Overview

Japan has established a comprehensive 

environmental regulatory framework governing 

areas such as waste management, air and water 

pollution, chemical substances, soil contamination, 

and environmental reporting. Businesses 

operating in Japan may be subject to 

environmental compliance requirements 

depending on the nature and scale of their 

operations.
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3.1 Overview

Japan maintains a generally open and liberal 

regime for foreign exchange transactions and 

cross- border investment. The principal legislation 

governing foreign exchange transactions, foreign 

trade, and certain foreign direct investment 

activities is the Foreign Exchange and Foreign 

Trade Act (Gaikoku Kawase Oyobi Gaikoku Boeki 

Ho, FEFTA), originally enacted in 1949 and 

substantially liberalized through major reforms in 

1998.

While routine foreign exchange transactions are 

generally unrestricted, the FEFTA has been 

progressively strengthened in areas relating to 

national security, economic security, and strategic 

investment screening. As a result, compliance 

with applicable notification and reporting 

requirements remains an important consideration 

for foreign companies doing business in or 

investing in Japan.

3.2 Foreign Exchange Transactions

In general, Japan does not impose exchange 

controls on ordinary foreign currency 

transactions. Cross- border payments, 

remittances, loans, deposits, and securities 

transactions between residents and non-

residents are, in principle, freely permitted.

However, certain transactions may be subject to 

prior notification or post- transaction reporting 

requirements under the FEFTA, typically through 

the Bank of Japan (BOJ) acting on behalf of the 

Ministry of Finance (MOF), depending on the 

nature of the transaction, the parties involved, or 

the jurisdictions involved.

Japan has also strengthened its regulatory 

framework in line with international standards 

relating to sanctions compliance, anti- money 

laundering, and transaction security.

3.3 Inward Foreign Direct Investment

Foreign direct investment (FDI) into Japan is 

generally welcomed; however, the FEFTA 

imposes a prior notification regime for 

investments in sectors considered sensitive from 

a national security, public order, public safety, or 

economic resilience perspective.

Overview of Foreign Investment Control 

Framework

An overview is provided in the table to the right.

Prior Notification Requirement

A foreign investor acquiring shares or voting 

rights in a Japanese company engaged in a 

designated business sector may be required to 

submit a prior notification to the MOF and the 

relevant competent ministry before completing 

the transaction.

Prior notifications are generally filed through the 

BOJ and are subject to regulatory review before 

the investment can proceed.

In recent years, Japan has expanded the scope of 

sectors subject to investment review as part of 

its broader economic security policy.

Investment Scenario Typical Requirement

Investment in non- sensitive 

sectors
Post- transaction reporting may apply

Investment in designated business 

sectors
Prior notification may be required

Investment in core business 

sectors
Enhanced review and more limited exemption availability

Certain high- risk investor 

categories

Prior notification may be required regardless of exemption 

availability

Overview of Foreign Investment Control Framework

Designated and Core Business Sectors

Designated business sectors subject to foreign 

investment review include sectors such as:

Ådefense and related manufacturing; 

Åsemiconductors, advanced materials, and 

certain technology sectors; 

Åtelecommunications and cybersecurity; 

Ånuclear energy and electric power; 

Åfinancial services; 

Åaviation and maritime transport; 

Åpharmaceuticals and medical devices; and 

Åsoftware and information processing services. 

Certain sectors are further classified as core 

business sectors, where regulatory scrutiny is 

heightened and exemptions are more limited.
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3.4 Payments and Currency

Payment Practices

Japan has historically been a cash- oriented 

society, although payment practices have 

evolved rapidly in recent years. According to the 

Ministry of Economy, Trade and Industry (METI), 

the cashless payment ratio reached 42.8% in 

нлнпΣ ŜȄŎŜŜŘƛƴƎ ǘƘŜ ƎƻǾŜǊƴƳŜƴǘΩǎ ƛƴƛǘƛŀƭ ǘŀǊƎŜǘ ƻŦ 

40% by 2025 ahead of schedule. The ratio further 

increased to 58.0% in 2025, reflecting a revised 

methodology adopted by the METI that year. The 

ƎƻǾŜǊƴƳŜƴǘΩǎ ƭƻƴƎŜǊ- term target is 80%.

Major cashless payment methods include credit 

and debit cards, QR code payment platforms such 

as PayPay, Rakuten Pay, and d Payment, and 

prepaid IC cards such as Suica and PASMO, which 

are widely used for transportation and small retail 

purchases.

Despite this shift, cash remains commonly used in 

certain contexts, particularly among smaller 

businesses, in some regional areas, and for 

certain day- to- day transactions.

Business Payments

Bank transfers are the standard method for 

business- to- business payments in Japan. 

Domestic commercial transactions are 

commonly settled by bank remittance, and 

payment terms are typically agreed contractually 

between the parties.

Foreign businesses establishing operations in 

Japan will generally require a local bank account 

for ordinary business purposes. Account opening 

requirements vary by institution, but typically 

require local registration, identification 

documentation, and compliance with applicable 

anti- money laundering and know-your-

customer procedures.

3.5 Economic Sanctions Compliance

Japan participates in international economic 

sanctions regimes and implements them 

domestically, primarily through the FEFTA and 

related regulations. Japan has coordinated 

sanctions with the G7 and other international 

ǇŀǊǘƴŜǊǎΣ ƛƴŎƭǳŘƛƴƎ ƛƴ ǊŜǎǇƻƴǎŜ ǘƻ wǳǎǎƛŀΩǎ 

invasion of Ukraine.

Such measures may include asset freezes, 

restrictions on transactions with designated 

individuals and entities, and prohibitions or 

licensing requirements relating to certain goods, 

technologies, and financial transactions.

Compliance Considerations

Key compliance considerations for businesses 

operating in Japan include:

Åscreening counterparties against applicable 

Japanese sanctions lists maintained by the 

MOF; 

Åobserving restrictions on transactions 

involving sanctioned persons, entities, or 

jurisdictions; 

Åcomplying with applicable export control 

regulations administered by the METI; and 

Åfulfilling applicable notification or reporting 

obligations under Japanese law. 

Foreign companies with Japanese subsidiaries, 

branches, or business operations should ensure 

that their sanctions compliance frameworks 

reflect applicable Japanese legal requirements, 

which may differ in scope and application from 

those in other jurisdictions, including the United 

States and the European Union.
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Chapter 4: Government Investment Incentives

Part I: General Business Environment

4.1 General

Japan offers a range of investment incentives at 

both the national and local government levels to 

encourage business investment, innovation, 

regional development, job creation, and strategic 

industrial growth. Incentive programs are 

generally available to qualifying enterprises, 

including foreign- invested companies, depending 

on the nature, scale, and location of the 

investment.

Government support in recent years has 

increasingly focused on strategic sectors such as 

advanced manufacturing, semiconductors, digital 

transformation, green transformation, research 

and development, supply chain resilience, and 

regional revitalization.

Investment incentives generally fall into several 

categories, including tax incentives, subsidies, 

financial support programs, and practical market 

entry assistance.

4.2 Taxation Incentives

A variety of tax- based incentives support 

investment, innovation, regional development, 

and strategic business activities. Available 

incentives include tax credits, accelerated 

depreciation, special deductions, and reductions 

or exemptions from certain local taxes, based on 

the nature and location of the investment.

Tax incentives are commonly provided in areas 

such as research and development, energy 

efficiency, digital transformation, green 

investment, advanced manufacturing, and 

regional business expansion. In some cases, local 

governments may also offer reductions in fixed 

asset tax, real estate acquisition tax, or other local 

taxes to encourage business establishment or 

expansion within their jurisdictions.

The availability and scope of tax incentives 

depend on the applicable legislation, industry, 

investment structure, and qualification criteria in 

effect at the relevant time.

4.3 Subsidies

Japan provides a broad array of subsidy programs 

to support business investment, innovation, 

employment creation, and strategic industrial 

development. Available subsidies vary by 

industry, project type, investment scale, and 

location.

These programs support initiatives including 

capital investment, R&D, energy efficiency, 

digital and green transformation, supply chain 

resilience, and regional expansion. Local 

governments may offer additional subsidies to 

attract offices, factories, and logistics facilities to 

their jurisdictions, and certain programs 

specifically target employment creation, 

workforce development, and small and medium-

sized enterprises (SMEs).

As subsidy programs are policy- driven and 

subject to periodic revision, businesses should 

confirm the availability and eligibility requirements 

of relevant programs at the time of investment 

planning.

4.4 Other Financial Incentives

Beyond tax incentives and subsidies, Japan offers 

additional financial support through government-

affiliated institutions such as the Development 

Bank of Japan. These institutions provide 

financing for projects aligned with policy priorities 

including regional development, innovation, 

environmental sustainability, infrastructure, and 

industrial competitiveness. Credit guarantee 

programs are also available, particularly for SMEs, 

startups, and businesses pursuing qualifying 

strategic investments. 

Terms and eligibility criteria vary by institution and 

program; businesses should confirm current 

requirements during the planning stage.

4.5 JETRO and Market Entry Support

The Japan External Trade Organization (JETRO) is 

a government- affiliated organization that 

promotes trade and investment between Japan 

and the international business community. 

One of its key roles is to support foreign 

companies considering investment or business 

expansion in Japan.

JETRO offers a range of support services for 

foreign investors, which may include market entry 

information, business matching support, 

temporary office space, regulatory guidance, and 

introductions to relevant professional service 

providers, government agencies, and local 

authorities.

In addition to JETRO, various regional and local 

government organizations provide practical 

support for foreign investors, including assistance 

with site selection, administrative procedures, 

recruitment, and access to local incentive 

programs.

Such support can be particularly valuable for 

companies establishing their initial presence in 

Japan.
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Chapter 5: Sources of Finance

Part I: General Business Environment

5.1 Banking System

Japan has a well- developed and sophisticated 

banking system that plays a central role in 

corporate financing. Historically, bank financing 

has been the primary source of funding for 

Japanese businesses, although capital markets 

and alternative financing options have grown in 

importance.

¢ƘŜ .ŀƴƪ ƻŦ WŀǇŀƴ ό.hWύΣ WŀǇŀƴΩǎ ŎŜƴǘǊŀƭ ōŀƴƪΣ ƛǎ 

responsible for maintaining price stability and 

supporting the stability of the financial system. 

Its functions are broadly comparable to those of 

central banks in other major economies.

WŀǇŀƴΩǎ ŎƻƳƳŜǊŎƛŀƭ ōŀƴƪƛƴƎ ǎŜŎǘƻǊ ƛƴŎƭǳŘŜǎ ǘƘǊŜŜ 

major banking groupsτMitsubishi UFJ Financial 

Group (MUFG), Sumitomo Mitsui Banking 

Corporation (SMBC), and Mizuho Financial 

Groupτwhich provide a broad range of corporate 

banking services, including lending, trade finance, 

cash management, foreign exchange, and capital 

markets support.

In addition, regional banks continue to play an 

important role, especially for businesses 

operating outside major metropolitan areas and 

for small and medium- sized enterprises (SMEs). 

Foreign banks also maintain a presence in Japan, 

primarily in corporate banking, investment 

banking, and cross- border financial services.

5.2 Bank Financing

Bank financing remains a primary source of 

corporate funding in Japan, particularly for 

working capital, capital expenditure, and general 

business operations. Commercial banks offer a 

wide range of financing products, including 

revolving credit facilities, term loans, overdraft 

arrangements, trade finance, cash management 

services, and foreign exchange support.

For established businesses, lending decisions are 

typically based on factors such as financial 

performance, business plans, available security, 

group support, and banking relationships. SMEs 

may also have access to financing supported by 

public credit guarantee programs.

Foreign- invested companies operating in Japan 

may generally access local bank financing, 

although lending terms and onboarding 

ǊŜǉǳƛǊŜƳŜƴǘǎ ǿƛƭƭ ǾŀǊȅ ōŀǎŜŘ ƻƴ ǘƘŜ ōƻǊǊƻǿŜǊΩǎ 

operating history, financial profile, ownership 

structure, and relationship with the lending 

institution.

5.3 Capital Markets

Well- developed capital markets also provide 

alternative sources of financing for businesses, 

especially larger corporations and growth-

oriented companies. Equity and debt financing are 

available through public and private capital market 

ǘǊŀƴǎŀŎǘƛƻƴǎΣ ōŀǎŜŘ ƻƴ ǘƘŜ ŎƻƳǇŀƴȅΩǎ ǎƛȊŜΣ ǎǘŀƎŜ 

of development, and financing objectives.

The Tokyo Stock Exchange, part of Japan 

9ȄŎƘŀƴƎŜ DǊƻǳǇΣ ƛǎ WŀǇŀƴΩǎ ǇǊƛƴŎƛǇŀƭ ǎŜŎǳǊƛǘƛŜǎ 

market. With approximately 3,900 listed 

companies, it is one of the largest stock 

exchanges in the world by number of listings and 

market capitalization. Following its market 

restructuring, the TSE currently operates the 

Prime Market, Standard Market, and Growth 

Market, each designed for companies with 

different profiles and governance standards.

In addition to equity financing, Japan maintains an 

active bond market for both public and corporate 

debt issuance. Capital market financing is 

generally more accessible to established 

businesses with appropriate scale, governance 

structures, and financial disclosure capabilities.

5.4 Government- Related and 

Policy Finance

In addition to commercial financing, Japan has a 

range of government- related financial institutions 

that support businesses through policy- based 

financing programs. These institutions may 

provide funding for projects aligned with public 

policy objectives, including innovation, 

infrastructure, environmental sustainability, 

regional development, and industrial 

competitiveness.

The Development Bank of Japan is one of 

WŀǇŀƴΩǎ ǇǊƛƴŎƛǇŀƭ ǇƻƭƛŎȅ- based financial 

institutions and provides financing and advisory 

support for projects that contribute to economic 

development and long- term growth. 

Other public financial institutions, including the 

Japan Finance Corporation (JFC), also support 

business financing, particularly for SMEs, startups, 

and certain strategic sectors.

Government- related financing programs may 

complement private sector funding where long-

term investment horizons, strategic policy 

alignment, or risk- sharing considerations are 

relevant.

5.5 Alternative Financing

In addition to traditional bank and capital market 

financing, alternative sources of funding have 

grown in importance in Japan, notably for 

startups, high-growth businesses, and specialized 

investment projects.

These sources may include venture capital, 

private equity, mezzanine financing, project 

finance, asset- based financing, and other 

structured financing solutions, depending on the 

nature of the business and funding requirements.

WŀǇŀƴΩǎ ǎǘŀǊǘǳǇ ŀƴŘ ƛƴƴƻǾŀǘƛƻƴ ŜŎƻǎȅǎǘŜƳ Ƙŀǎ 

continued to develop, with increasing support 

from private investors, corporate venture capital, 

financial institutions, and public initiatives aimed 

at fostering entrepreneurship and innovation.

The availability and suitability of alternative 

ŦƛƴŀƴŎƛƴƎ ǿƛƭƭ ŘŜǇŜƴŘ ƻƴ ǘƘŜ ŎƻƳǇŀƴȅΩǎ ǎǘŀƎŜ ƻŦ 

development, financial profile, industry sector, 

and investment strategy.
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Part II :
Incorporation,
Company Management & License


