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‘March 22, 1995

In response to the solicitation of publ.c comment by the
Government of Japan, the U.S. Governmen' has carefully reviewed
the Japanese Government’s interim dereg:lation plan and prepared
the attached detailed comments. - ' IR : o

The.U.S;'Goveznment,welccmas the Japanesie Government‘’s deecision
to issue this interim report and to seex public comment. We hope
that the Japanese Government will fully consider these comments
and incorporate them in its final five-vear deregqulation plan.

In preparing our comments, we have been guided by the Principles
of Deregulation drafted by the U.S. Government and presented to

the Japanese Govermment on February 24. We strongly urge the

Government of Japan to endorse these Principles and to use them

to guide the deregulation process. i -

Among these is the principle of broad ard continuous review. We
believe that z1l regulations should be raviewed and that the
review process should be continuous and ongoing. Accordingly, we
encourage the Japanese Government to establish a private gector
~advisory group whose role would be Lo ersure that the process is
ongoing throughout the five-year plan. -

Of equal importance is freedom from rem:latien in principle, with .
regulation as the exception. We urge tk=2 Japanese Government To
- examine .all regulations to ensure that those that remain in force
are closely and directly linked to accepted public policy .

- interests. While the Japanese Governmen: has publicly endecrsed
thies principle as a key deregulation goa:, we urge it to =
‘Teexamine thoroughly all regulations to determine whether they .
- are broader or more burxdensome than necessary to achieve »

. -legitimate public policy objectives. - o |

In doing so, we believe the Japanese Government should ensure
that the process is transparent and non-:iiscriminatory and that
regulatory officials are accouantable for their decisions. 1In
particular. we urge the Japanese Governm:nt to ensure thar all
deregulation proposals be described in dutail, including specific
timetables for implementation. We also 2ncourage the Japanese
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Govexmment to provide.sound, detailed explanations for why ;
specific deregulation proposals were msde. and for why others that
were proposed by the United States and uthers cannct be acted
upon. We strongly urge the Japanese Government to consider
fuller liberalization of regulations iézntified for partial
relaxation in the interim package and a:celeration of the review
-and- 1mplementatlon of regulatlcns deferred for future action or
study ; , ;

- We urge the Japanese Government to emsure that private practlces
‘that restrict competition and new entry be eliminated. Ws '
believe that vigorous enforcement of competition laws is. critical
toérguring that the deregulation goals laid cut by the Japanese
,Government dmring the’ past year are achLeved

In adoptlng these principles and using “kem to gulde the
deregulation process, the Japanese Government would make progress
toward achieving its comprehensive dereqgulation goals of = ~
expanding domestic demand and promoting impozrts, pursuing
,improvements in the gquality.-of natiomal life, creating new
~industries and expanding consumer choicw, and narrowing price
differentials betwesaen- -Japan and the res: of the world. We also
" believe substantive deregulation and aq;ressrve promot;on SE- '
" competition would 1mprove Japan 8 relatLons with its trading
_partners :



Agriculture/Foqd

On March 20, the U.S. Embassy in Tokyo cr=ported on the Govercnment
of Japan’s proposed deregulation measurs=s in the food and
agriculture area. - The report covers, iuter alia, 18 requests
made by the United States. ’ ' - :

We welcome the Government of Japan‘s action or plans to tzake
action on 13 of the U.S. requests. We appreciate the efforts
undexway in Japan. to implement international obligaticns in the
sanitary and phytosanitary area, and tc make management and
organizational changes that will ease importation of feod and
agricultural products. We will clessly monitor implementation of
the planned actions to ensure that they resolve the problems that
we have encountered. ' : ==

We remain cancerned in twe areas: feedgrains and racehorses.
Both feedgrains and racing are examples of government-sancticned
industyy <ollusion aimed at managing markets for the benefit of
Japanese businesses. ‘In both cases, imports are censtrained by -
these policies, adversely impacting U.£. interests., ~ In the case
of feedgrainsg, Japanese livestock predu:ers are also hurt because
the high feed costs zesulting from thes: regulation makes ‘it more
difficult for livestock producers to coupete with imported f
livestock products. h S , ' T

In the feedgrains area, Japan states that it is considering - 5 3
establishing a system which would zllow impoxtation of whele corn
in additien to steam-flaked cormn. We would appreciate more. ' .
details on this plan. Is the Governmen: of Japan considering any -
other changes to the feed regulation sy:tem such as eliminating
the point systewm Lor mixed feeds, which serves as a barrier to
dmports of mixed feeds and unnecessaril: raises feed costs in
Japan? ' - o : SR ‘

On the racehorse issue, we continue to hielieve that the =
liberalization plan anncunced by the Japan Racing Association.in
1532 is inadequate. We urge the Governiient of Japan and the JRA
to revisit this decision and to conside: further opening of races
to foreign horses. © : TR H



) ' Automebile apnd 2urowotive Parts

' ?he U.S. Government sees no significant changes in the
interim report in the Japanese Government positions regarding the
parts.aftermarket or the vehicle market. The . report covers all
the key automotive and automotive parts issues, but fails to
offer proposals that would soive the mzrket access problems faced
by foreign parts or vehicle manufacturers. . o e

Motor Vehicle Parts
. - 2 The U.S. Government has repealedly described the
o barriers faced by foreigm aut:s parts suppliers in the
Jdapanege aftermarket: 1) on.y gertified garages
{contrelled primarily by orig.nal equipment S
-manufacturers) can perform mo:t repair/ inspeetion
operations, and 2) virtually ull medificatiens to-
vehicles must be inspected by the Minisrry .of e
- Transportation. and a heavy ta: paid. -In response to
spaecific U.S. requests on these issues, the Japanese o
‘Government has stated it "wili not consider any - e
specific (U.S8. Govermment) request." 1In addition, the -
interim report says the Japan-se Government will “study
the methods and contents of inspections when there is -
no safety issue involved." Thte U.S. Government = .
‘believes the time for studyin: cthis issue has passed .
- and that the Japanese Governm:nt should eliminate
-regulations that impede the aiility of fereign parts
suppliers to compete in the altermarket. - = -

o Although the eliminatien of tha six-month inspections
could be viewed as a positive development because it
demonstrates some small degrec of flexibility by the
Japanese Government, in fact it will have virtually no -
effect on vehicle and parts imports intc Japan. The
-six-menth inspecticn is not being enforced and, as a ,
result, most Japanese consumers ignore it. With regard .
‘Lo auto parts specifically, the elimination of the six- -
month lnspectien may well lead to more restrictive 12-
and 24-month inspections, which would worsen the m
- problems faced by foreign parrs manufacturezrs.

- The Japanese Government continues to ingist. on
’ 1inspecting~a.vehicle_if:any-“critical'partsF'are o _
replaced or if the structure &l the vehiele is changed.

‘We believe a certified mechanic in any garage should be

‘able to determine if a repair :as been completed
- correctly or if a modification has cSmpromised the
safety of the wvehicle.

.- The Japanese QGovernment states that Yas long as safety
‘ and exhaust emission standards are not compromised, it

- will consider any specific U.S. Government request.-®
The U.S. Government beliesves ii-is-unnécessary to have



each change or addition approved individually. For
example, the Japanese Governm:int proposed that if a
major modification- 1s‘perform—d the vehicle must be
completaly relnspected but il a winor modification is
performed, it will *study the methods and contents of
the ingpection." Given that =he Japanese Government ‘ s
current definition of minor is a change in length,
height, or width of more thar one centimeter, we deubt
this proposal will have much »f an lmpact. We urge the
Japanese Government to reconsider its p051tlon on thls
issue, wh;ch we find unreasoneble.,

The Japanese Government StatEw,that there would be
"technical problems with the OCR computer system' if
the Japanese consumer.wera te mail in the certlflcate
for modification. We would ke interested in a sound
explanation for why the - OCR e(stcm would create such
problems." . AR v L

We note that the concept of “*cpalr flrst and then
ingpection® may be beneflclal In the past, Japanese
consumers have replaced many warts before the shaken
inspection, even if they did ot need replacement, in
order to ensure that they wou.d not fail the o
inspection. We caution, however, -that this.change W1ll'v
only be meaningful if the.reg.irement that only _ :
certified garages be allowed -o inspect repalrs is’
eliminated and Japanese Gover.ment open
repair/ingpection prccedures o all garages.

We. doubt that decreaslng_the sumber of teools and.

allowing gerages that formerl, could repair small cars
£O now xepair large cars will have more than a ,
negllgzble effect .on Japanese use of foreigm auto g vl

parl:s B

'_Motor*Véhicles

.On the 16 pend;ng standards and certlfltatlon zssues, WE . offer '

o

evfthe following comments.

"The lnterlm report comments o:. 12 of the 16 standards

and certification issues listwd in the amnex of the
U.S. proposal, (see attached). Three of these iasgues
appear to have been resclved, including the much- -

discussed catalytic converter cverheat warning system

and the rear-side marker lamp spacing standard.  We
welcome these steps, which wi’ 1 redulde costs for

' foreign manufacturers.

On gix of the issues, however, 1nclud1ng the obsolete
and useless’ side-slip test, tle interim report fails to
addresg U.S. concerns.  Nor da=3 it provide sound
explanations for the Japanese Government positions on



these issuves. We continue ta believe that certain
Japanese Government standards at -issue have no
relationship to vehlcle or ocvcupant safety

‘The interim report is vaguc ‘o1 three issues. The U.S.
- and Japanese Governments have discussed at length cne
of these--the requirement for a minimum seat width--and’

' have concluded that this regu1atlon has no relatlonshlp=<

to occupant safety. Nonethelasuss, in the interim : _
‘teport, the Japanese Govermme:t states that it is zeady
to examine the standard "to thne extent that it dees not
affect the safety of passenge:o.“ ‘We believe the e
Japanese Government’s fallure to propose deregulation-
‘of this requirement is indicative of its unw;lllngness
to take even small steps to J!berallze the over-
regulated vehicle 1ndustry NI ~

The lnterlm_reporgidoes-not-cmmment.at all on four
issues from the annex of the I.§. propesal.



Pending Standards and Certification Issues - Status Report -

-

- - % 3

- .
< Lo smay

" 1s ssues Resolved

- FW Ho. 10 = Rear slde marker 1amp spac;ng standard

FW No. 2 - Catalytlc converter overhear warnlng system |
":FW No._lz = Exhaust em1531on tests- twu»wheel drxve/four‘wheel
- i drlve'
LMM '

LiFW No. 3= Haad restralnt standara L

- FW Ko. 14 = Lamp standarq/accept EMVSS [:1- S 'ﬂ; i
'~5FW Ho. 15 = Fcur 1amp head-lamp systems » | -
oEW No. 7~- Slde-slip test . ,5. "ff’ :,'  f'_.{J f}~?
::iFW No. 11-— Emlsslon audit 1evels QIZAF | | "

'FW.NQ-;5=-,V€hl¢leuidentiflcatlan number. 

, ;;iss : "w'e e EOT' _position. ;s unclggr s
FW Ho 16 - Minimum seat w1dth PR
‘ FW Ne. & - quht alloy wheel test

-EW No. 13°- Darxved deterloratlon facto: g . P

'Issues not addressed by MQT'S aaregglathn megﬁgzg

FW NQ-_I -‘Acceptance of U. S EPA' eng11e exhaust em1551on test

-FW. No. 4 - Acceptance of U. s. turn—51gnc1 lamp ("on/off")
S -'ltaLnda.rd o

FW’NO;»E - Japanese steerlng 1mpact test

FH No. 8 = Equal traatment’ of (411 1mpa:tq ,
(manufacturers'/parallel) at Ipcal ldhd- orfices



Constructigg Mgggiialg

For the most part, the deregulat1c1 measures proposed by the
Japanese Government lack spec1f1c1ty, making it dlfflcult to '
assess what 1mpact, 1f any, they w111 hnae. at

We are @ncouzaged by the Japanese Sovernment's commltment to
harmonize the JAS standards fer wood products w1th 1nternat1onal

standards within one year of appllcatlcn We. are concerned: . about,,'

the tying of the one-year timeframe to. rhe submission of
acceptable test data, however, given tts past pzoblems in the
standards area caused by admlnzstratlve problems and a lack of
transparency., _ _ .

The Japanese Governmen:‘s deregulctlon proposals regardlng
wood products and wood: housing construction are dlsapp01nt1ng..

. partiecularly given the Government of Jzpan's own program to

reduce the cost of housing COnstIuctlor.¢n Japan by ene- thlId by o
the vear 2000.; . . _

We are particularly dlsappointed with the Japanese ,
Government's apparent unwillingness to | 2onaider relaxing woeden
buildlng restrictions to alleow the conslruction of three story,
multi- famlly, wood-frame construction in guasi-fire protectlon
zones, given the performance of ‘wood-frame construction in the
Kobe earthquake.and the fact that the dapanese Government. has
Iesearch undP:way in this: area. . v _



istribution

The Japanese Government has made gome progress in a few
"areas, but the Government's interim plans will not have a.
'significant. impact on ‘deregulating .apan's distrxibution sector
and will do little to facilitate grcuter penetration of imports
into the Japanese market or benefit =onsumers through greater

choice and lower prlces.

We are encouraged by the announcsment that Japan w111
introduce a new customs system in early FY¥96 to permit release
of air cargo in casas which do not require physical or
documentary 1nspection ‘immediately upon’ arrival.  We are also
p¥eased at the decision to permit direct release of air cargo.
‘without having to proceed through import processing areas. such
~ as Barski, a measure which can save importers coasiderable time .

. and ezpense. Customs afficials have informed us that roughly
70% of American air cargo could benefit ‘£rom this new system..
We hope, however, that Japanese autiorities c¢an: lntroduce these
.Steps. earller than the target date cf early . 1996.. ‘

We also welcome Japan’s dec1szo -to 11nk computer systems
‘of other Japanese agencies 1nvolved in customs clearance -- the
Ministry of Health and Welfare and Lhe Ministry of Forestry and
Agriculture =- by 1997. We anticipiate that. this will
facilitate: parallel and speedy proc#ssing of air cargo
requiring review by mere than one agency. We call on the
Government of Japan to.include in tle £inal deregulatlon plan a
commitment to provide sufficient bucget to allow timely:
1ntroduct10n of these new systems, lcpefully soonex than 1997.

We are dlsapp01nted that the Ja;anese Government has
declined ko take steps to further r:lax regulation of the
warehouse industry. The Ministry o:i Transport has not
explained convincingly why thers is 3 need to regulate thls

‘kind of bu51ness activity-

’ Though we welcome the 1ntent10n of the Mlnlstry of
Transport to 51mpllfy the documenta:y requirements for
notifying fee rates. but does not irdicate what steps are to be
taken nor when they. will be implemented. We would hope the
Ministry of Transport will present wetailed and mean1ngful.

reforms 1n 1ts March 31 report.

The Government of Japan has failed to change the ban on
transport of fully loaded 20 and 40 foot sea containers which
meet ISO- standards on Japanese road:: until the entire national
network has been reburnished by the ‘end of 1997, despite ths
March 16 finding of the Office of the ‘Ombudsman, the unanimous



view of the Deregulation Study Group. and the reguests of many
foreign governments and business associations. The USG calls
on the Government.to adopt the finding of the OTO to allow
these containers on read and bridge networka as repairs and
upgrading are complseted. not waitinc for the entire natiomnal
system to be completed'before;allowing~any sea containex on
‘Japanese roads. R R OO '

_ We are disappointed that MITI weés not able to commit to. any
further derequlation of the Large Retail Store Law at this :
time. Moreover, MITI has failed to give any details on how it
intends to conduct the mid-term xeviaw of- the Law. The Teport
_,does-not’indicateiwhat-items[will,be.reviewed,-the timing of -
gffﬁét'revieﬂ;or}vmostgimpo:tantly;'the'directicn~which'MITI_will
" pursue in conducting that review. e call on MITI to include
in its final plan much more detail cn these elements, . o
‘consistent with the recommendation «f the Deregulation Study
Group, including. a strong reaffirmaiion of its intention to -
continue to liberalize this restrictive law and to consider the.
possible elimination of the law. . =~ = T ‘ :

" The Ministry of Finance has’ind:cated:that"itsintendsﬁto.
_1oosen*:est:ictiongon4licensing*of tiquor stores, but has =
;1o££ered'no'details:onshou.oriwhsn'that*mgve'wouldvtake;place,‘-
' We look fozward to receiving detailr of those reforms in the.

- March 31 plan. o C o ey -



. P;_' pancizgl] Servicuyg

We recognize that progress has been made in deregulating the
financial services industry in Japan. rhe Trecent agreement
reacked on finaneial services under the U.S.-Japan Framework
_negotiations features an extensive package of very specific
~market-cpening actions in the key areas of asset managemant,
corporate securities, and cross-border tinancial transactions, to
'be implemented according to set timetakles. The agreement also
‘contains commitments to future liberalization, with continued
liberalization of access to the corporate pension fund market,
- further ability to innovate in corporat= securities as markets
evolve, and additional facility te conduct cross-hordexr '
transactiong. The implementation of thoge measures will be
monitored carefully by both govarnments and we fully expect them
. to create:significant opportunities in Japan for competitive
 foreign financial services firms and tc help promote .the further
integration of the Japanese capital market with other capital- -
markets worldwide. - ' o ¥ o gt .t '



Investmert

The}Japanese-interim,plansfcontcin virtually no measures to
ecase regulations which impede the flow of direct foreign
investment into Japan. The plans £¢il even to address reducing
the number of sectors where prior agproval is required and '
expanding the positive list of sectors in which investment is
permitted. The very few investment-related measures included
- in the plan are tentative and unclear. The Japan Fair Trade

Commission, for exzample, pledges to "review" regulations - -
regarding merger and acguisitions, reports on -stockholding, and
interlocking directorates, but offeis no time frame or terms of
reference for that study- ‘ o S

‘We are disappointed that the Ministry of Justice rejected
~the idea of permitting the granting of stock options as
‘executive compensation. This practice makes stakeholders of
employees., which can bring importar=< benefits to the firm, and -
if applied to foreign executives, would create an incentlve to
' gtay in Japan for longer periods of time. ‘ TR

The interim plans dezl only marginally with the imporitant
' issue of land policy. 1In the oanly request forwarded by the US
Government which was even addressed by the interim planms. the.

' Ministry of Construction proposed t» ease rules on _ S

. land/building ratios'and;limitatiODs.on bui1dingfheight

through expansion of the vdistrict planning system” (chiku

* keikaku zeido). It was not clear, however, how this expansion.

would result in easing these restrictions or when the MOC would
~undertake this expansion- - We continue to welcome all'measures]
that will incresse the availability of land in Japan's major
metropolitan areas. “‘Unfortunately. the interim plans do -
“aothing to increase the amount aof zuch land or optimize its. -
useg.- : . ER : .



Legal ggrvi_ce &

o We are disappointed with the absenas in the interim report
of any progress on legal gervices issurs. This is sspecially
troubling given the strong recommendation of the distinguished.
Deregulation sStudy Group that legal sexvices restrictions be
1iberalized. - While the interim report mentions that regulations
on representation in international arbitrations are being o
reviewed in thse Ministry of Justice/Nichibenren Study Group. it -
jncludes no details on the specific direction or timeframe of the
study Groups’ examination nor any timehable for action by the
Japanese Government. We. hope that the final report will correct
thig-omission. L - '

“With respect to regtrictions on p.rtnership and employoment
‘between Jzpanese. and foreign lawyers, :nd on the location of ‘
legal experience fo:.purposes:oﬁ’qualificationJas;a‘Gaikokuho
jimubengoshi, we continue to believe that the current o -
~ restrietions are unduly burdensoune ané inappropriate. We. S
- therefore urge the Japanese Government to revisit tliese issues .
and to.include a program for 1iberaliz.ng these restrictions in
'the_final'deregulaticn plan. - 50 pmetan N o



gggicalfpharmaceugical'

The Medical/Pharmaceutical section of the Japanese Government’s
interim report on-deregulatiop.provides-decidealy-mixed_results,

While the reportAappears.to“contain'spmeiconstructive measures =
responding ta some individual U.S. requests, it fails to dddress
-siveral~key-issues,:including-those mcet impertant to the United
States. = S S : ' - s g

We note with partieular concern the rejection of any modification
of‘theAHighlyTAdyanced-Hsdical,Technalog?H(HxMT) system for _
: ;3viewing'ﬂhefintroduction-offadvanced medical deviees into the
. Japanese reimbursement systemn. .Under: the HAMT system Japan =
regquires extensive testing of certain new technologies prior to
approving_thgse*dgvices_reimbursement for general use.. In its
final'reportron,deregulatiqn;wefhope?that:GOvérnﬂent-qfiJapang_"'
- will, atuaﬂninimum,iprovideifor:ﬁ;"'i; B B S e e

-Early general reimbursement of advanced medidal. devices
without entering the HAMI system 7f-the'prodncts,are.uidely'

ueed and eligible for reimbursement outside of Japan. -
Examples_ofesuch,itams'include;implantable cardieverter )
defibrillaturS'andulaproscopic~te¢hniquesifcr_a wvide-range -
* @f procedures. R T T N Mes= s IR

. -Greater tfanspﬁteﬁcf in the HANT process. Given that the -
'HAHI;system'controls[market access for cutting-edge medical

technologys it is imperative that the eriteria for ‘assessing
these_products_be we11,de£ipe¢,and_gffectively;communic;tedy

»Time‘Constraints do nct_allow?for-a-¢ompréhensive.reviewlpfgeach, ;
‘individual item ijncluded in the -interim Japanese package. %
However, wWe do urgg:reconsideration*ﬁf-ahnumberAof"issues'before '
the final deregulation repdrt.'s,relmased.._Speqifically: - :

-In regard te the U.S. requestjﬁo,modify”ldbelliﬁg
regquirements, MHW has' promised —o review in-vitre D
‘disgnoztice on an. item~by-item basis with gimplifiecations
net to be made until JFY 1999. We urge adoption of an -
accelerated timetable for these simplifications. o

—Elipination of the requirement for clinical trials for =
contact lens and electronic'sphyngmanometers., NHW has conly -
‘agreed to change this requirement in JFY 2000, after an =
_evalwation-by'an-expert-committee. ' ¥e urge-accelerated >' ‘
modification of thie requirement. . RS - o
Clarification of derequlation announ:ementst which were notzfu11y
explained in the interim report wouli also be helpful: ’
-Must.’ a company have a pharmaciat at each sales office to
handle in-vitro diagnostics? wm urge -eliminatioen of this
requirement. : . ' ¢



-The MHW s respense is not clear on the issues of whether

the MIW will permit’ an “outside company™ to do the testing
of in~vitro diagnostics after submission for approval. 'We
- urge allowance,qf_testingxby'outsideAcompanies. ' :

We are also concerned that the MEW decmed a number of changes
proposed by the USG as not possible and weuld urge a .
reexamination of these issues in fawvoer of a positive respanse.

specific U.S. Government requests inciudeds
-abolition of tests of three lots of in-vitre diagnosties.

%_-Pg:missionfforffﬁrthervélinical_triais of in-vitre
,diagncstics'after~submissidn_for appraval. '

z%

“=abolition pf'élinical'trial_requiremsnts-forfwdund;

 dressingsuwhen.pr;ﬂucts~are_$ubstantially equiya;ent_fo-l

‘existing. products.

on a broader scope, vé_urge,fuller'liberalization;bf regulations
- identified forApartialﬁrelaxationﬂand.acceleration'in_the'revieW'

and ‘implementation of regulations deferred for future action or
study. ~We also urge,acceleration.Of'timetables for deregulation
_measures agreed to by the”Japanese‘Gﬁvernment, but where o

_implementationvhas been delayed for pericds of up Te five years.

A favorable response to the issues outlined'ahove.would,represent
- an important step toward addressing key U.S. concerns. We urge
'1qareﬁul.consideration of these suggestions, and all other matters
- raised in the U.s'submission,Zbefcre}thevfinal'deregulation =,
- report is released. L. A T o



| Telecommunigatjons

, - We are disappeinted that the telenommunications section of
the Japanese Government’s interim repo:!t. on deraqulation does not
reflect a commitment to undertake the nore comprehensive, pro-
competitive approach we advocated in our November 1854 -
submission. We hope that the Government of Japan views the
announced measures asg the beginning of the more thorough -
« liberalization that will be necessary LO achieve a competitive
telecommunications marketplace. T A e

' .....We welcome the measures undertaken to date to liberalize the
telecommunications sector. We urge the Japanese Government to -
- accelerate the review of the impact of initial liberalization
:measuresvand.tc.strengthen ite commitmant to the rapid _
,ingroduction'of:COmpeticion in this sestor. . We also urge the
 Japanese Government to deepen its comnitment to trausparency by
establishing formal procedures for the solicitation of public.
comments:sufﬁiciently_injadvancerf.final.decisions”topensure
‘that they are fully considered. v B - R

: rk t Entr;z

- We welcoma Japan’s efforts to,liheralize_regulation~of entry
for Type I and Type II carriers. .We urge Japanese Government to
recongider the onerous conditions it int:ends to impose on Type I
carriers sc.as not to. discourage potential new entrants. While
we welcome JapanesevGovernment,plans'to>simplify the application’
. procedure, we encourage the Japanese;&overnment'tq'implemant this

. streamlining as soon as possible.. . o

. Rakte ng. u;ati‘dn -

»xWe;welcomeathe,Japanese Government’s adoption of a nprior -

'-notificatiouW‘sy$tem to expedite the sapproval of rates for Type T

carriers. *We,hgperthat-this,notificaﬂion system will foster real.

_ price-compatiticnfin_the Japanese_tela¢ommUnications market.V- '
Nonetheless, we urge the Japanese Gov:raoment to take steps to

- enhance the range of gervices to whic: "prior motification® will
be applied. - ' : C R,

We are disappeinted that the Japainese Government appears to-
“have rejected the pxrice cap requlaticn. The United States
adopted price cap regulation in part 7o address the tendency of

' rate~of-returnfregulated*Carriers_to surchase netweork equipment
beyond actual needs, in an effort to increase costs in the rate
base, which they could then recover. we believe this tendency is
even more pronounced in Japamn. We ars encodraged, hewever, that
the ‘Japanese Government is-engagingriu‘discussionshwith industry
to determine the appropriate method for NTT to calculate,
distribute and account for its costs. . . A :



.thterQ ection

In a truly competitive market whozre the 1ncumbent doss not
retain market power due to control of =ssential facillities,
negoriated interconmection may be idezl. However, where
effective competition has not yet developed _cost-based
interconnecticn tariffs promote the mcit expeditiocus entry, as
well &s the goals of non- dlscrlmlnatlcl and transparencY
‘ Nonetheleqs, we welcome the Japarese Government* s proposal
" to lnclude certain’ safeguards in the nagotiated local-

-1nterconnectzon regime it is considering as part of lts effort to.i~

implement the July 1994 cabinet decision to ‘facilitate entry by .
new*providers. - We also are encouragec that NTT will be limited
- in the information that-it may  -seek fram:néw carriers. - We are .

pleased that the Japanese Govermment shares our view that

iﬁucarrzers should only have to- negotlatc for capacity, and shoﬁld

eynot ‘be’ requlred to. divulge business ccnfldentlal 1nformatlon suchfﬁl
eas sexrvice plans to their cempetltcrs T Ay ;o7

: We alsc v1ew as posztlve the Mln:stry of Posts and :
: ;Telecommunlcatzons (MPT) . quidance to NTT that: it should accept‘
_any proposal:’ submltted by another carrier.  We caution,the

- Japanese Govezmment in its review of cases that fall within TEE s

f*stated except;on to this principle == "ypless there are. ratlonal
“reasons-not- to,‘such as technical: ;mposslbillty“.;— to be

. skeptical of the: incumbent‘s. arquments:’ ‘that technical lmpedimentsfﬂ“-’

,”prohlblt 1nterconnect;on as requested oy other carrzcrs.

R We' alsc welcome the Japanese Govﬁrument s proposal to set a
" standard period of: tlme for negotiaticns and a quartexly :

'-’reportlng requirement. - We urdge. the Jdpanese Governwent to agree a‘

to a reasonably shoxt period or the value of the interconnection'
regime will be undermined and would aypreciate being apprised of
‘what standard period is actually. agre»i TO. We also welcome the
- propasal to disclose intercommection .greements between NTT. and -
‘other earriers, which will promote corparitive entry by }
additional carriers. We. believe that the Japanese. Government’s -

- efforts to improve the means and rang« of NIT's disclosure of.

"technical information necessary for intercomnection, such as
information - on signalling: systems. and number portability, will be
necessary to promote competition, and we look forward to seeing
the Japanese Govermment’s final policy. We caution that the

- negotiated Jnterconnectlon reg;me will, requlre tIUIYLObjectlve
overs;ght to be effect;va :

" "We also- note that the- Government of J: .pan- has only addressed
interconnection to the:local metwork. We urge the Japanese
Government to considez extending the reasured to liberalizea
interconnection to central eoffices in order to provide access-
- based competition. Tnterconnection ounly to the local network.
will not provide a sufficient degree of COmpetitlon.'



- International Ing;:gonﬁec ipn

We are d;sapp01nted that the Japanese uovernment "has not . s
addressed our concerns regarding the restrictions against greater'~
compstition in the international. sectc* ©of the Japanese :
telacommunications marker. - We urge tha. Government of Japan to
reconsider ite limitatien on international gateway operators and
~To permit carriers- other than NTT to cparate intermational
gateways for terminating or- forwardins traffic by or: from the .
HlnternatLOnal carrlers KDD, ITJ, or Inc. _ -

Leased Llne leerallzggg

"We welcome the Japanese Government‘s efforts begun to 11berallze

. its pollcy on leased . line interconnectisn and voice carriage.- "

- ‘We urge the Japanese Governmert to acculerate its llberallzatlcnr‘

'schedule and to shorten the study per:ods o’ the effects of lts
11berallzatlon measures g™ } AN ST , .

' *,'.Satell 1t:§ CommunlcatJ.Ons

" We are d;sappoznted that the Japanese acvernment has not
addressged cur concerns on the usage of sarth ‘station operatzon.

. We contlnue to believs that reliance cn: ‘earth station. standards
that far exceed 1nternational norms huu restricted the. use of

- satellite services, as well as created a barrier to the eaxth.

- station- ‘market for non-Japanese supleA:s . We urge the JAPanese'
 Government to. looaen restrmct;ons on. the ownersh;p and uge o 2
‘earth- statians ' g ) N i Ta s



b}

%% Competition Policy .

3 As a general matter, we &re disappainted that the Govermment
6f Japan ("GOJ") has included in its iaterim report hazrdly any
new measures recommended by the United Statee Gogrnment ("USG")

© to improve Japan’'s antimonopoly enforc:ment and competition

- policy. Moreover, we are disappointed that very few of the
measures listed in: this section indicaie specific concrete
‘actions that will be taken or & specif.c timeframe 3in which such
actions will be  implemented.. ' R g .

T e believe that it is very important that competition policy
. issues be included in the final Deregu.ation Plan in a manner
- which reflects the equal status of deragulation and competition
palicy in the GOJ’s efforts te deregul:te the Japanese economy. -
-~ We fully agree with the dinterim treport‘s statement that the GOJ. . -
should "p:cnwte’thegactivejdevelopment-of.derggulatidnAand w
- competition policy as one unit," and w: hope that the final By
 Report will reflect this principle by :ddressing competition -
. policy marters in a way that demonstrares the co-equal status and
importance. ¢f deregulation and competition policy. - i
. With respect to the specific measures listed, we bave the
following cemments: . .. . T
~ 1. We welcome the JFTC’s daecision to. onduct a survey on the
. ‘actual edonbmic‘situaticnjrelatedrtougﬁvernmsnt;regﬁlations;'-»'
1Howevcr;“moxa-spe:ificitygisﬂneeded_on~the.sectors’tovhe-c°veredi’

v” by'the’survey, the timeframe: for the survey and its conclusions,

‘and how thexcoj_will¢reView_and-implemgnt the conclusions of the .
survey. T I EC S 3 hF T

- 2. We alsc welcome the decision of thi GOJ to ensura that
_anticompetitiveiadministrative,guidance.notlbe,issued_after
_-,dEIegulation_hy;seeking~greater;QOOrdination-betwaen the‘;
‘;uﬁhisarieS‘concernedfana the JFTC in zdvance of issuing all
guidance.  Eowever,  the final report should include specific .
* raeference tc the need to establish an administrative mechanism..
" formulated by the Cabinet Secretary or other appropriate person -
or entity. that will spell out the gpecific procedures that - .0
- ministries should follow in order to elfect such coordination

‘with the "JFTC.‘

3. We look forward to the isauance of the JFTC’s revised .
"antimoncpoly Act Guidelines concerning Trade Association’s = .
Activities™ within the :December 1955 timeframe promised by the '
interim report. These revised Guidelinaes couid be a useful means
of promoting compliance with the Antimonopoly Act by industry .

' associations and their members. depending on the content. . We had
hoped that a draft of these Guidelines would be issued by the end
of March 1995. If this is not possibla, then the final report

‘should include a specific date by which the draft Guidelines will



be issued. In addition, the report should make clear that the
‘domestic and foreign business communities, 'as well as. the public
in general. will have the opportunity =o provide comments on the
draft guidelines before they are finalized. ' Tt

4. With respect to revision of Antimo:opoly. Act exemptions, the
USCG has suggested that thie GOJ review :he exemptions contained in
~ the antimenopoly Act itself and in the Antimonopoly Exemption -
Act. Wwhile we welcome the statement in the interim report that
“other'Antinmnopoly'Act‘exemption;systems"lwill.also-continue to
‘be reviewed, the final Report should specify a date of conclusion
‘of that review, and that the directior will be to abolish, in -
principle, those exemptions as well. o T e

.contract notification requirements for certain joint ventures be
eliminated. While the interim report Indicates that the JPTC .

5. The USG has requested that the discriminatory international

© will review the internmational contract. notificatiOn‘sys;em;.the,f”

‘report. lacks. specificity with regazd to both the timeframe for
_the review and the timeframe and ultinate direction:ef JFTC . -
‘qacticn:uponvcompletign of the review. v ', L

6., We are disappointed with the total lack of .progress on
‘deregulation ©f premium restrictions since the GOJ’s June 28, :
19542 policy_statement-on_deregulation.,:Substantialvderegulationv-
in this arez has been called for by thz Japanese and foreign
business communities, as well as by tha USG and Europsan Union.
We strongly reguest that the final report include much mere =
specificity on the direction of the JIiC’s deregulatory actions
in this arvez. The f£inal report should also indicate, as did the
.~ June 1994 pelicy statement, that the s-ope of the review and
subsequent dersgulatory actions will rot be limited just to the
upper limit of premiums and the notifizstion on premiums by large
retail stores. ' __— L _ ; o R

7. We are also disappeinted with the interim report‘sg failure .to
indicate.Clear:GDJ'suppcrL}for_ExpanSiun.and'strengthéninq'ofﬁthe‘
'JFTC’s organizational structure. The resources of the JFTC need
_to’ be further increased to enable the J¥TIC to deal with: the -
changes in the market due to deregulation. ' The GOJ can best
" demonstrate its full support for effective antimonopoly v
enforcement by including in the final report a commitment to.
increase the resources of the JFTC significantly and to upgrade.
the ‘status of the JFTC. — L : : " 4 e ;o

- 8, We were also ‘disheartened that the GOJ has failed to announce
‘any new ‘steps to aliminate bid rigginc on government - : “ 3
‘procuremente. This is a fundamental component of ‘2 sound .
competition policy and regquires bhoth vigorous, enforcement of all
laws prohibiting bid rigging and the complete support of ..
procuring agencies. The USG suggestec a4 number of measures in
this regard, such as the establishment of a telephone "hot line" -

2



.\.

for citizens and. officials. to report. evidence of bid’ rigging on
an anonymous basis, and- the strengthening of sanctions-against
firms and public officials. that engage-in, or facilitate, ‘"dango"

activities. The absence -in ‘the-interim-report of any. of these =
‘recommended ‘measures suggests that: the :GOJ.is reluctant’ to tackle

- this problem in an’effective manner: ' -

3.  Finally, we would like to'.comment on.the: proposal “in the -
‘- interim report to reduce the number -of firmsthat are subject to:
. theAntimonopoly Act ‘s: restrictions. on.stockholding by. large non- -
" financial firms, :and the ‘proposal-(not.contained. in the “interim

e report) “of ;eliminating ‘the ‘Antimonopoly-Act’s prohibition on

“-holding companies. ' Although' the:USG neither supports nof opposes -

" these’ proposed- changes, we ‘do have serious concerns-that such .

' changés might lead to" o strengthening /of keiretsu ties.' 'If the -
. GOJ.decides-to make either of these proposed changes, we think - ..

- .

- that it isuvery important:that-it be accompanied by a significant’ R T

s trengthéning of other parts-of theé Antimonopoly Act, and of the.

.. . JFIC’s enforcement ‘capabilitiés generally,: so that the JFTC will ,
.- be able to address. any anticompetitive: behavioral or structural
. changes' that may réesult: -In guch: event, we also bélieve that the

./; GOJ 'should monitor- whether these: proposed: changes have the effect

‘i of Teducing -the: percentage of outstanding-shares of. individual

. companies that are actually traded on"Japan’s stock exchanges. - . -




