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OVERVIEW

(1) Recent trends in external economic policies

This report covers developments in Japanese trade and trade policy
since 1990.

As indicated in Japan's previous report, Japan since the Plaza
Accords of September 1985 has focused on increasing social capital with a
view toward redressing the nation's large trade surplus and improving the
quality of national economic life. The rapid globalization of Japan's
economy has served to expand and promote trade - in services as well as
goods - and the movement of capital. As a result, Japan's current account
surplus declined each year from 1988 through 1990, falling from
87 billion dollars in 1987 to 35.8 billion dollars in 1990. Also during
this period, Japan's manufactured import ratio increased enormously from
31.0 per cent in 1985 to 50.8 per cent in 1991-. Such drastic changes as
these took place against a background of an expanding world economy and an
appreciating yen, and were made possible by the high level of vitality and
adaptability of the Japanese economy.

To promote import expansion during this time, Japan has carried out,
since April 1990, a comprehensive program of import expansion built around
measures including the suspension of the customs duties on a broad range of
products, the institution of a tax system designed to promote manufactured
imports, and import promotion schemes funded by a special budget provided
for that purpose. To further improve access to its markets, Japan
established an import council, strengthened the function of the Office of
Trade and Investment Ombudsman (OTO), and announced in June 1990, a
Declaration on the Openness of Direct Investment Policy, as a means of
further promoting the policies which had been implemented so far. In
April 1991, Japan revised the Foreign Exchange and Foreign Trade Control
Law in order to make procedures relating to direct investments more open
and transparent. Since the world's business entered a decelerating phase
in 1991, the shrinkage in Japan's trade surplus has shown signs of
reversing course. But on the basis of its experiences since 1985 and its
firm commitment to free trade, and mindful of the position of its economy
in the world economic community, Japan continues to implement market
liberalization policies. In March 1992, the Diet passed the Temporary Law
for the Promotion and for the Facilitation of Foreign Investment in Japan
which included measures designed to prepare specific regions for import
promotion efforts. The law vent into effect in July. Moreover, in June of
this year, Japan formulated the "Five-Year Economic Plan: Sharing a Better
Quality of Life Around the Globe" to serve as a guideline for future
external as well as domestic economic policies. The plan sets forth
Japan's determination to further expand its contribution to world economic
development.
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(2) GATT and Japan's trade policies

The previous report contained a detailed explanation of Japan's trade
policy based on free trade. In this year's report, Japan reaffirms that
the idea of maintaining and developing free trade on the basis of the GATT
is manifest in the principle of "freedom in principle and restrictions only
as exceptions," which forms the foundation of the various laws and
ordinances stipulated to implement Japan's trade policies, including the
Foreign Exchange and Foreign Trade Control Law. The report also points out
that to further promote free trade, Japan is implementing a series of
tariff-reduction measures prior to the conclusion of the GATT negotiations
and, in accordance with the GATT agreements and in anticipation of the
outcome of the negotiations, is promoting market liberalization measures,
involving matters such as government procurement and standard. It goes
without saying that Japan's series of market liberalization measures,
beginning with the first Action Program for Improved Market Access in 1985,
was aimed first and foremost at reducing the nation's trade surplus. It
should be emphasized, however, that each of these measures was intended to
firmly maintain and further promote free and open-trade system in ways
which conformed with the rules and principles of the GATT. Through these
market-opening measures Japan has succeeded in further expanding its
imports and also making its trade policies more transparent. All these
indicate that the basis of Japan's trade policies is trust in the GATT.

One particularly noticeable aspect of Japan's recent trade policy has
been the Government's attempt to solve trade issues through the GATT's fair
trade rules and dispute settlement procedures. The importance to solve
trade problems in accordance with GATT rules is becoming widely recognized
for promoting free and fair trade. Emphasis will be placed on this idea in
the formulation of Japan's trade policies.

Japan understands that its trade policies will only be possible
through the maintenance, strengthening and development of the GATT, which
is the pivot of the multilateral free trade system. From this point of
view, Japan has been an active participant in the Uruguay Round, and has
just announced, in the current "Five-year Plan,' its commitment to the
multilateral free trade system based on the GATT and to the early,
successful conclusion of the ongoing Uruguay Round of multilateral trade
negotiations.

(3) Cooperation with trading partners and Japan's trade policies

In addition to this basic policy, Japan continues to regard
international cooperation with its trading partners as one of the
cornerstones of its external economic policy. In this regard, Japan has
engaged since September 1989 in a series of structural consultations with
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the United States. These bilateral initiatives are viewed with caution in
some quarters, much as was the case with a series of voluntary export
restraints, on the grounds that they represent bilateralism. Actually,
structural consultations are a new type of initiative, undertaken for the
purpose of promoting dialogue betweer. countries whose economies have grown
deeply interdependent. Pursued with a view toward achieving a further
expansion of free trade and economic interchange, they function as a
supplement to free trade. Such consultations should be seen as making a
positive contribution to the free economy, since their results are applied
without discrimination. To assist in the accurate assessment of the
Structural Impediment Initiative talks held with the United States, it was
decided to include herein, in addition to a summary of the series of talks,
a report on the recent enforcement of Japan's Antimonopoly Act, which was
one of the major subjects discussed. Japan regards the appropriate
enforcement of competition policy, along with international cooperation, as
essential for the further strengthening and development of free trade, and
believes that its most recent series of reinforcement measures will do much
toward that end.

From a similar point of view, important trends in trade relations
with Japan's recent major trading partners are also included in this
report. Special attention is given to explaining Japan's basic position on
today's accelerating moves toward regional economic cooperation in the
Asia-Pacific region. While Japan supports the strengthening of regional
economic ties, regarding it as a natural development, it views regional
economic cooperation as a supplement to free trade which must always remain
open to third countries.
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PART A. TRADE POLICIES AND PRACTICES

I. OBJECTIVES AND TASKS OF TRADE POLICIES

1. External trade policy

(1) The pattern of trade in Japan and its trade policies

Japanese trade is characterized by a strong specialization in the
processing and assembling industries. This pattern reflects a combination
of special conditions existing in Japan (specifically, a high dependence on
imported foodstuffs and comparatively ample labor and capital, against the
background of an absolute insufficiency of petroleum and other natural
resources and a declining rate of food self-sufficiency). Therefore,
virtually all of Japan's exports are industrial products, which accounted
for a 97.5 per cent share of the nation's exports in 1985 and a 97 per cent
share in 1990. On the other hand, by 1985, foodstuffs and industrial raw
materials accounted for 83.1 per cent of Japan's total imports. The rate
fell to 68.1 per cent in 1990 as a result of the appreciation of the yen
and rapid increases in imports of industrial goods. These products still
constitute the bulk of the nation's imports, however, and Japan today is
the world's largest importer of food. Because it specializes in exports of
industrial goods, Japan has benefited enormously from trade rules, promoted
principally by the GATT, concerning trade liberalization and mutual
non-discrimination. These have been an important factor in Japan's strong
economic performance. Owing to these circumstances, Japan has made a
consistent commitment to a free and non-discriminatory system of trade,
and, since 1985, has implemented a series of market-opening measures with a
view toward further developing and strengthening this system. There is
another side, however, to the Japanese trade pattern: as Japanese export
products became more sophisticated, specific products often would flood the
markets of specific importing countries, touching off trade friction with
Japan's major trading partners and, increasingly, leading to serious trade
problems. In conspicuous instances, importing countries reacted to these
floods of Japanese exports by abusing the rules of the GATT, and situations
remain fresh in the memory which were clearly problematic in light of the
General Agreement. These circumstances left Japan with no alternative but
to institute a series of voluntary export restraint measures that went into
effect in the 1980's. Essentially, however, these were emergency measures
taken on an extraordinary and temporary basis, and were meant to be
withdrawn as soon as the situation improved. It is Japan's fundamental
belief that the resolution of trade problems should be pursued on the basis
of GATT rules. Thus, even when forced by circumstances to enter into a
bilateral agreement, Japan strives to avoid adverse impacts on third
countries by implementing necessary measures. Further, Japan tries to
maximize the transparency of such measures by providing the GATT with
necessary information.
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Japan's trade pattern has also provoked the criticism that the
nation's ratio of manufactured imports was extremely low in comparison to
that of other developed countries. Some in various countries even took the
view that Japan's economic system was itself a problem. Starting with the
"Maekawa Report" of 1986, Japan responded to such criticisms by embarking
on the structural adjustment of its economy. The Government promoted a
coordinated form of economic structural adjustment with the aim of
furthering international cooperation and improving the quality of life of
Japan's citizens. As a result of this policy, Japan was able to
substantially increase its manufactured imports ratio while promoting the
globalization of its economy.

As is clear from the above, it is undeniable that factors in Japan's
particular trade pattern cause it to exert diverse impacts in the
international trade arena. With respect to trade problems, Japan firmly
believes that solutions should be sought only within a multilateral
framework and in accordance with multilateral rules, and, when necessary,
that efforts should be made to promote the drafting of international rules.
Thus Japan regards the Uruguay Round as its top-priority issue in regard to
international trade policies, and has taken an active part in the
negotiations. An early, successful conclusion to the Uruguay Round, and
the translation of its results into action, are considered essential to
promoting the open trade policies that will meet the needs of a globalized
economy.

(2) The new Five-Year Economic Plan

The Japanese economy today has come to occupy an important position
in the international community. Thanks to their flexibility in adapting to
new circumstances, Japanese companies have managed to weather two oil
crises since the 1970's. In accordance with the development of Japan's
economy, the country's external economic policy has shifted its course from
an export-led economic structure to an international cooperation-type
structure by mid-1980s. In order to cope with the recent economic
environments in Japan and abroad, the Government of Japan prepared in
June 1992 a new economic plan, "the Five-Year Economic Plan; Sharing a
Better Quality of Life Around the Globe, " based on a series of economic
plans. The principal aim of the plan, outlining the basic direction of
future policy management, is to achieve a quality of life in Japan while
ensuring that Japan coexists in harmony with the global community. This
new economic plan indicates the basic direction for Japan's policy
management, namely, to aim at creating a domestic demand-led economic
structure which harmonizes with the environment, as well as
(i) establishing an environmentally harmonious economic structure led by
domestic demand and promoting structural adjustment such as correcting
price differences in Japan and abroad, further improving market access, and
accelerating imports; and (ii) aiming at harmonizing international
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competitive conditions and constructing an economic society which
harmonizes with the environment.

2. Recent developments in trade

(1) Mining and industrial sector

As a result of a series of steps to reduce or eliminate customs
duties, Japan's average tariff rate for mined and industrial products
stands at 3.6 per cent (1988; GATT rate basis), lower than the 5.5 per cent
rate for the United States and the 5.6 per cent rate for the European
Community. At the Uruguay Round, Japan has proposed a further lowering of
the average tariff rate to 1.9 per cent. With Japan's liberalization of
imports, on coal in April 1992, no mined and industrial goods are currently
under Import Quota System, making Japan's market one of the most open in
the world. Thanks to such efforts, "water-edge measures" in Japan, such as
customs duties and quantitative import restrictions, are at the lowest
level in the world today. Nevertheless, Japan is promoting further
improvements while also taking steps to expand imports. Efforts are 'being
made as well to promote the smooth progress of industrial structural
adjustment so that the Japanese economy may be brought into greater harmony
with the economy of the world at large. With a view toward promoting a
balanced expansion of trade, Japan does not impose such "border measures"
as import restrictions, even in connection with industries that have
suffered a decline in relative competitiveness due to changes in the
economic environment. Rather, following the market mechanism, Japan has
attempted in such cases to encourage the movement of labor and capital to
more highly competitive industries.

Japan has achieved important results over the past ten years from
measures designed to promote the opening of its markets and the expansion
of imports. These included results produced by the 1985 Action Program for
Improved Market Access, the introduction in 1990 of a taxation system
designed to promote manufactured imports, and a comprehensive import
expansion program, unequaled in other developed countries, which eliminated
tariffs on over one thousand items. From 1985 to 1991, Japan's imports of
merchandise goods increased dramatically from 40.2 billion dollars to
120.3 billion dollars (both customs clearance basis). As a result, the
percentage of merchandise goods in Japan's total imports jumped from
31.0 per cent to 50.8 per cent over the same period.

With international trade being affected by protectionist movements,
Japan seeks to avert the imposition of unilateral import restrictions by
importing countries, and ultimately to restore free trade, by implementing
minimal voluntary export restraints in regard to automobiles, textiles,
machine tools and other products. Such restraints are considered emergency
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andunavoidable measures and are based on the request, agreement, or some
form of consent of the importing country-.

(2) Agriculture, forestry and fisheries sectors

As the internationalization of the Japanese economy progresses, Japan
has very possible effort to improve market access for agricultural,
forestry andfishery products in spite of the difficulties surrounding
domestic industry of these fields. As a result, the number of items
subject to import restriction was reduced from 103 in 1962 to 12 in 1992
(22 items according to the Harmnized System tariff line basis).

Japan's food self-sufficiency ratio o n alorie basis has dropped to
47 per cent in 1990, the lowest level among develop nations. Due to such
a situation, concerns of Japanese nationals on foodsecurity are quite
high.

Along with the above-stated efforts for the improvement of market
access for agricultural, forestry and fishery products, Japan is also
making efforts for import expansion. Japan's import of agricultural,
forestry, and fishery products in 1991 amounted to US$52.7 billion, while
export of these products was US$2.6 billion. The balance was therefore a
US$50.1 billion deficit, making Japan the world's biggest net importer of
agricultural, forestry, and fishery products. Moreover, Japan has been
making domestic policy efforts to control production of certain
agricultural products which tend to be over-produced, avoiding confusion in
the world market by the exportation of over-produced agricultural products.

Japan has thus been endeavouring to seek solutions to agricultural
problems through both its domestic and trade policies.
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Trend of imports of agricultural, forestry and
and fishery products
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Trend of food self-sufficiency in Japan
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II. DESCRIPTION OF THE IMPORT AND EXPORT SYSTEM

1. Import system.

(1) Basic principle

As stipulated in the Foreign Exchange and Foreign Trade Control Law,
Japan's system of import control is based on the principle- of freedom of
external transactions. The system's aim, therefore, is to promote the
steady growth of external transactions and the sound development of the
Japanese economy by limiting controls and adjustments to the minimum
necessary. The import of some specific items, however, are subject to
approval in order to ensure the development, etc. of foreign trade and the
national economy.

(2) Specific objectives of import control

Import controls are imposed to achieve the following objectives:

(i) Fulfillment of international obligations
Obligatory import restrictions undertaken in the context of
obligations imposed on Parties to the Convention on
International Trade in Endangered Species of Wild Fauna and
Flora (the Washington Convention) and the Montreal Protocol on
Substances that Deplete the Ozone Layer (specifically relating
to CFCs); import restrictions on goods from Iraq undertaken in
cooperation with other countries.

(ii) Maintenance and establishment of order in import transactions
Regulation of terms of payment for the purpose cf eliminating
unfair terms of settlement, etc.

(iii) Implementation of domestic production control
Restrictions necessary for the implementation of controls on
the domestic production of certain agricultural and fishery
products.

(iv) Stabilization of supply and demand and prices with respect to
State-trading enterprises

(v) Others: National security, protection of public morals, and
protection of human, animal or plant life or health.

(3) Legal system for import control

In order to achieve the abové-mentioned objectives, Japan's import
control is enforced on the basis of the following laws and regulations:

(i) Laws and regulations relating to the Foreign Exchange and
Foreign Trade Control Law, which impose the minimum controls or
adjustments on import transactions.
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(ii) The Customs Law and other customs-related laws and regulations,
which stipulate the establishment, payment and collection of
customs duties, and customs clearance procedures for the import
of goods.

(iii) The Export and Import Transaction Law, which aims at
establishing order in import transactions.

(iv) The Food Control Law, the Alcohol Monopoly Law, the Salt
Monopoly Law, and other laws that regulate the import of
State-traded commodities.

(v) The Narcotics Control Law, the Domestic Animal Infectious
Disease Control Law, the Plant Protection Law, the Food
Sanitation Law, and other laws and regulations regarding
imports for purposes including the maintenance of health and
sanitation.

2. Export system

(1) Basic principle - the principle of free trade

In accordance with the principle of free trade, Japan limits its
export control to the necessary minimum. The principle of free trade is
specifically expressed in the Foreign Exchange and Foreign Trade Control
Law, which stipulates general provisions concerning Japan's export control:
'Foreign transactions shall in principle be free, with controls and
adjustments on foreign transactions kept to the necessary minimum..."
(Article 1); and "Export of goods shall be permitted with a minimum of
restrictions, in so far as it is consistent with the objective of this Law"
(Article 47).

(2) Objectives of export control

As mentioned above, export in Japan is free, in principle. In
certain exceptional cases, however, exports may be subject to control in
order to achieve the following objectives:

(i) Maintenance of international peace and security (measures based
on COCOM, Japan's Three Principles on Arms Exports, and others)

(ii) Maintenance of order in export transactions
(iii) Avoidance of tight domestic supply-and-demand situations
(iv) Fulfillment of international obligations (such as treaties and

international trade agreements)
(v) Restriction of exports of banned items (such as goods that may

be detrimental to public order and morals)

(3) Legal system for export control

(i) The Foreign Exchange and Foreign Trade Control Law, which
stipulates general provisions concerning export control.
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(ii) The Export and Import Transaction Law, which aims at preventing
unfairness and establishing order in export transactions.

- iii) The Customs Law and other customs-related laws and regulations
which stipulate customs clearance procedures for the export of
goods.

(iv) The Export Inspection Law and the Export Commodities Design
Law, which aim at maintaining and improving the quality of
exported goods.

(v) The Narcotics Control Law, the Cannabis Control Law, the Law
for the Protection of Cultural Properties, and other laws and
regulations which restrict exports for purposes such as the
improvement of health and sanitation, maintenance of social
order, and protection of cultural assets.

(4) Control of arms exports

In view of its commitment to peace, Japan deals extremely strictly
with the export of arms and their components. Controls on arms exports are
based on principles which include the Three Principles on Arms Export and
the Government's Policy Guidelines on Arms Export.
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III. THE TRADE POLICY FRAMEWORK

A. DOMESTIC LAWS AND REGULATIONS GOVERNING THE APPLICATION OF TRADE
POLICIES

1. Foreign Exchange and Foreign Trade Control Law

The objective of the Foreign Exchange and Foreign Trade Control Law
enacted in December 1949 is to control foreign exchange and foreign trade
comprehensively under a single act. By nature, it serves as the basic
legal framework for transactions with foreign countries. At the time of
its enactment, reflecting Japan's economic situation, the Law either
restricted or prohibited all external transactions in principle, while
providing for the subsequent removal of all such restrictions or
prohibitions by Governmental and/or Ministerial ordinances.

However, a complete revision of the framework of the Law was
undertaken in December 1980 in the light of the following factors:

(a) the Law had become a cause of external economic friction
because its official position had been to prohibit external
transaction in principle;

(b) the Law also did not suit Japan's policy of basically promoting-
an open economic system either from the internal point of view;
and

(c) the structure of the Law had become too complex as a result of,
among others, repeated partial revisions through Government
ordinances and other measures.

As a result of the revision, the initial objective of the Law, which
was to "contribute to the reconstruction and development of the national
economy through control of external transactions", was altered. The Law
now clearly stipulates that external transactions shall be, in principle,
conducted freely by stating: "The Law, founded on the principle of freely
conducted foreign exchange, foreign trade and other external transactions,
through necessary minimum control or adjustment on external transactions,
shall thereby contribute to the sound development of the national economy."

Main characteristics and features of the revised Foreign Exchange and
Foreign Trade Control Law, which is in force now, are the following:

(a) The Law provides a system for comprehensive and unified control
of external transactions and serves as the basic legal
framework for such transactions.

(b) The Law is international in nature, incorporating the principle
of free and multilateral trade embodied in the trade
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liberalization agreements or codes of the IMF and OECD, as well.
as the GATT.

(c) Under normal conditions the Law provides necessary minimum
control and adjustment of transactions based on the principle
of free international transactions. Only in case of emergency
such as a sudden deterioration in the international balance of
payments, it would allow for the imposition of a licensing
system on transactions normally exempt from restraint.

(d) It entrusts certain responsibilities such as confirming the
legality of individual transactions or keeping close track of
the actual situation of the transactions, to banks which deal
with international financial settlements.

Furthermore, in order to promptly and adequately cope with and adjust
to changes in international conditions surrounding Japan as well as trends
in its domestic economy, the Law leaves details of the regulations for
various external transactions to Governmental and Ministerial ordinances
such as the Foreign Exchange Control Order, the Export Trade Control Order,
and the Import Trade Control Order.

The Law allows free purchase and sale of foreign currencies through
foreign exchange banks in Japan in amounts necessary for trade, instead of
introducing such systems as the foreign exchange holding restriction system
or the foreign exchange allocation system. In addition, the Law places no
restrictions whatsoever on the holding of foreign currencies in the private
sector.

In 1987, after several modifications, the Law was partially amended
with regard to trade-related transactions. It was mainly to strengthen its
stipulated penalties and sanctions against illegal transactions relating to
export of goods and provision of technologies, which are regarded
impedimental in maintaining international peace and security. With this
modification, the deterrent against the infringement of regulations. for
foreign trade transactions has been further strengthened.

2. Import Trade Control Order

The Import Trade Control Order is a Guvernmental ordinance which
provides the procedures for the control of imports within the framework of
the Foreign Exchange and Foreign Trade Control Law. It contains the
provisions for Japan's import approval system, import quota system, and
liberalized import items that may be freely imported without import
approval.
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(1) Import approval system

The principle underlying Japan's control of imports is, as defined in
the Foreign Exchange and Foreign Trade Control Law, the freedom to import.
Based on this principle, import control is applied only when necessary and
at the absolute minimum in order to promote sound development of foreign
trade and the Japanese economy. Specifically, an import approval from the
Ministry of International Trade and Industry îs required in order to import
any of these goods: (i) items subject to import quotas; (ii) goods which
are imported from officially designated places of origin or places of
shipment; (iii) goods whose payments are to be done by special methods of
settlement, such as an agreement to set off payments for the imported
goods; and (iv) goods subject to import requirements defined in the Import
Notice (issued by the Minister of International Trade and Industry).

Import approval for goods in items (i) and (iv) can be applied for
and obtained through an authorized foreign exchange bank. This
requirement, however, is waived for goods in item (iv) above when
confirmation for import is obtained from the Minister of International
Trade and Industry (prior confirmation), or when specified documents are
submitted to the customs authorities (customs confirmation; for example,
VISA confirmation in order to secure a certain import ceiling of silk
fabrics which had been agreed upon at the Japan-Korea Silk Conference).

As for the goods mentioned in items (i), (ii), and (iv), the goods
and the system by which they can be imported, are published in the Import
Notice (announced by the Minister of International Trade and Industry).

(2) Import quota system

The import quota system is applied to implement import restrictions
and other measures on the goods designated in the Import Notice. Quotas of
the designated goods are allocated either by quantity or by value, to the
importers and the users based on such criteria as the domestic demand-
supply situation. The import approval, which is necessary for the
importation of goods subject to import quotas (as mentioned in the above
(1)), is granted only after an importer receives the allocation of quotas
from the Minister of International Trade and Industry. The procedure for
applying for an import quota of designated goods is defined in the Import
Announcement each time an import quota is allocated. All relevant matters
for the application of a quota such as where and when to file quota
applications as well as the criteria for the allocation of quotas will be
clearly published by item or item group in the announcement.

Furthermore, studying the changes in the number of items whose import
has been restricted shows that due to the liberalization of beef and
oranges beginning April 1991 and the liberalization of orange juices and
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coal beginning April 1992, no import restriction has been allocated to
mined and industrial products. Currently, the number of agricultural
products whose imports have been restricted has been reduced to 13 items,
based on the CCCN system.

3. Export Trade Control Order

The Export Trade Control Order is a Governmental ordinance which
provides the procedures for the control of exports, based on the Foreign
Exchange and Foreign Trade Control Law. It contains the provisions
concerning the export licensing system and export approval system.

(1) The principle of the order

The principle underlying Japan's export control, as defined in the
Foreign Exchange and Foreign Trade Control Law, is the freedom of export.
Based on this principle, export control is applied only when necessary and
at the absolute minimum in order to promote sound development of foreign
trade and national economy. The Order stipulates specific cases where an
export license or approval from the Minister of International Trade and
Industry is required, according to: (i) the type of goods, (ii) the form of
contract, and (iii) the method of settlement.

(2) Regulations based on the type of goods

(i) For the purpose of maintaining international peace and security,
(a) to prevent the outflow of strategic goods and technology, and
(b) to avoid contributing to international conflict, restrictions are
placed on export of strategic materials, arms, and raw materials for
chemical weapons. In the case of such exports, a license from the
Minister of International Trade and Industry is required.

(ii) Also, approval by the Minister of International Trade and Industry is
required for the export of:

- goods whose uncontrolled export would induce such problems as a
tightening of domestic supply and demand as well as depletion
in domestic natural resources, which need to be avoided;

- goods required to maintain order in their export transactions;
- goods that are controlled under the provisions of international

agreements; and
- goods prohibited for export as being detrimental to public

order and morals.



C/RM/G/30
Page 17

(3) Regulations based on the forms of contract

Approval by the Minister of International Trade and Industry is
required in order to export certain textile and leather products as
processed materials under the processing deal contract, which consigns
processing abroad to the persons abroad.

(4) Regulations based on the methods of settlement

Approval by the Minister of International Trade and Industry is
required when goods are exported with certain special methods of
settlement: i.e. methods of settlement by debit/credit accounts and those
under the special methods of settlement stipulated by the ordinance of the
Ministry of Finance concerning the special methods of settlement.

4. Export and Import Transaction Law

(1) Objectives

With the resumption of foreign trade activities by Japan's private
sector after World War II, unfair export transactions were practiced due to
excessive competition among exporters. This apparently prompted a move by
the countries of destination to limit imports from Japan. The Export and
Import Transaction Law was hence instituted in 1952 to prevent unfair
export transactions and establish orderly export and import transactions,
thereby promoting sound development of foreign trade.

The Law specifically stipulates that:

(i) Unfair export transactions such as infringement of industrial
property rights of the countries of destination, false
indication of country of origin, and noticeable absence of
important matters in contracts should be specifically
prohibited.

In addition, to establish orderly exports and imports:

(ii) As for export, permits may be issued to allow traders to
conclude agreements on such matters as quantity, price,
quality, design and terms of export transaction of specified
goods to specified countries of destination.

(iii) As for import, approval may be granted to allow traders to
conclude agreements on such matters as price, quantity,
quality, and terms of import transaction of specified foods, in
order to eliminate excessive import competition in Japan,
maintain fair and orderly imports, and promote sound
development of imports. The approval can be issued, in cases
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where Japanese importers are deemed to suffer extremely
disadvantageous transaction terms compared with those enjoyed
by foreign importers due to, for instance, virtual restriction
of transactions by a trading partner through its unified export
channel, or excessive competition in import into Japan.

The Law also authorizes the Minister of International Trade and
Industry to issue a control order of outsiders when an agreement among
traders or an agreement of the association alone may not prevent the
serious disruption of the establishment of orderly import and export, or
the serious undermining of the sound development of import/export trade.
Once the order is issued, each import/export transaction is subjected to
approval by the Minister.

(2) Import/export controls in operation

As of April 1992, the following import/export cartels are in
operation in accordance with the Export and Import Transaction Law.

(i) Twenty-five export cartels exist for export of specified goods
to specified countries of destination, nine of which are
subject to control orders of outsiders.

(ii) There is only one import cartel, which is for silk fabrics from
China. A control order of outsiders has been issued for this
cartel based on Article 30, paragraph 2 of the Law.

(iii) In addition, three trade federations concerning specified goods
to specified countries of destination exist.

5. Laws and regulations relating to customs tariffs

(1) Outline of Japan's legal framework relating to customs tariffs

Japanese customs legislation consists principally of three laws: the
Customs Law, the Customs Tariff Law and the Temporary Tariff Measures Law.
Of these, the Customs Law mainly governs customs procedures and the
determination and collection of customs duties, while the Customs Tariff
Law stipulates matters concerning tariff rates, basis for valuation of
goods, and reduction, exemption and drawback of custom duties. The
Temporary Tariff Measures Law stipulates temporary exceptions to the
Customs Tariff Law with respect to relatively short-term adjustments of
tariff rates.

In application, tariffs provisions established by treaties take
precedence over laws and regulations relating to customs tariffs including
the above three laws.
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(2) The Customs Law

The Customs Law is Japan's most fundamental law governing the
administration of Customs. Its stipulations are mainly concerned with
matters relating to the determination and payment of customs duties and the
customs clearance procedures of exported and imported goods. In addition,
in order that imposition of these duties and customs clearance procedures
may be carried out appropriately and smoothly, the law stipulates matters
relating to formalities for vessels' entry into or departure from ports and
the Hozei systems as well as penalties for violations of the law, and other
related matters.

With respect to the levying of duties, the Customs Law stipulates
person to pay customs duty, object for duty assessment, date for the
determination of applicable tariff rates, as well as procedures for the
determination, payment and collection of duties. Procedures for
determining the customs value, however, as well.as applicable tariffs rates
and reduction, exemptions and drawback of customs duty, are provided in the
Customs Tariff Law and the Temporary Tariff Measures Law.

(3) The Customs Tariff Law

The Customs Tariff Law stipulates tariff rates, the basis for
valuation of goods, the system for the reduction, exemption and drawback of
tariffs, systems governing anti-dumping duties and other types of special
duties, import prohibited goods, and the Customs Tariff Council, etc. The
most important part of this law is the attached customs tariff schedule,
wherein all imported goods are classified into 5,548 products in conformity
with the Harmonized Commodity Description and Coding System (HS) of the
Customs Cooperation Council, and tariffs are established for each. The
tariff rates stipulated in this schedule are referred to as "general
rates."

"Simplified tariff rates," applied to accompanied or unaccompanied
baggage of travelers, are stipulated in the attached Simple Tariff Table.

Note: Basis for valuation, determining the customs value, and other
matters concerning the determination of custom duties, as well as matters
concerning countervailing duties, anti-dumping duties and other types of
special duties, are based on the General Agreement on Tariffs and Trade,
the Customs Valuation, the Subsidies Code, and the Anti-Dumping Code.

(4) The Temporary Tariff Measures Law

The Temporary Tariff Measures Act mainly stipulates exceptions to the
Customs Tariff Law in regard to tariff rates and the system of reduction,
exemption, and refund of customs duties so as to deal with short-term
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changes in induatrial and economic conditions. In addition, this law
provides for matters concerning the Generalized System of Preferences and
other systems established on the basis of international agreements.

The tariff rates are provided in Annexed Table 1 (A) and (B) and are
classsified according to the tariff schedule annexed to the Customs Tariff
Law; subdivisions are created for certain items as necessary. In
principle, the tariff rates established in Table 1 (A) and (B) - for 3,431
and 2,357 items respectively - are lower than the general rates (although
they may be higher in some exceptional cases). In application, these rates
are given precedence over general rates with respect to all countries.
These tariffs are referred to as temporary rates" and usually remain in
effect for one year.

Tariff rates applied in connection with the Generalized System of
Preferences are referred to as "preferential rates."

Note: In Annexed Table 1, those affected by across-the-board
20-percent cuts in temporary tariffs, carried out under the Action Program,
are listed in Table 1 (B) (with the exception of items that underwent
further tariff cuts after that time, which were moved to Table 1 (A));
tariffs on other items (such as those that were not affected by the
across-the-board cuts but whose tariffs were lowered on an item-by-item
basis) are listed in Table 1 (A). The law provides that tariff rates on
the items listed in Table 1 (B) may be restored to the level effective
prior to the 20-percent cuts in cases where as a result of a rapid increase
in imports, cause or threaten to cause substantial injury to the domestic
industry concerned.

(5) Precedence in the application of tariff rates

In addition to the general rates, temporary rates and preferential
rates described in the foregoing (hereafter referred to as "statutory
rates"), other tariffs, referred to as "conventional rates" (or "bound
rates") whch are bound under agreements with other nations are also applied
in Japan.

At the present time, the only conventional rates in effect are those
bound at the GATT ("GATT rates"). GATT rates are applicable not only among
the GATT Contracting Parties but also countries party to bilateral
agreements containing most-favored-nation clauses and countries applying

-beneficial duties.

The precedence involved in the application of these rates is as
follows:

- When a conventional rate is lower than the statutory rate, the
conventional rate is applied. The statutory rates are applied
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to imports from countries other than those for which
conventional rates are applied.
When statutory rates are lower than conventional rates, or when
no conventional rates have been established, the statutory
rates are applied.
Among statutory rates, the temporary rates take precedence over
general rates.
In regard to imports to which preferential rates apply,
preferential rates always take precedence over other rates.

6. Trade insurance scheme

(1) Outline

The International Trade Insurance Law is intended to facilitate sound
development of foreign trade and other external transactions by
establishing a trade insurance system to ensure against risks resulting
from restrictions on foreign exchange transactions and other risks
involving foreign trade and other external transactions, which cannot be
covered by ordinary insurances. The Law covers (i) political risks
including restriction on foreign exchange transactions, and (ii) losses
incurred by commercial risks, such as the bankruptcy of the trading
partner, which arise in the course of external transactions including
export, import, intermediary trade, and overseas investment. The Law
stipulates, with respect to each of the eight types of insurance instituted
thereunder, basic matters relating to the kinds of losses covered,
conclusion of the insurance contract, collection of the premium, and
payment of the insurance. Whereas the types of insurance have varied over
time, the revision of the Law in March 1987 added two new types (the
Prepayment Import Insurance and the Intermediary Trade Insurance). As a
result, the Law now covers a wide spectrum of external transactions
including not only export but also overseas investment, import, and
intermediary trade. The trade insurance system is operated by the Ministry
of International Trade and Industry, and its revenue and expenditure
account is independent of the ordinary account of the Government for the
implementation of its general policies. At present, the Law provides for
the following eight types of insurance.

(2) Eight types of insurance and coverage of losses

(i) Export

(a) General Export Insurance: mainly for inability to export
before shipment.

(b) Export Proceeds Insurance: for inabilityy to collect payment
for the export of a plant, etc., after shipment.
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(c) Export Bill Insurance: for banks' loss due to bank bills and
letters of credit being dishonored after shipment.

(d) Export Bond Insurance: for commercial bank losses incurred
through a foreign government's unjust confiscation of bonds
concerning the export of a plant, etc.

(e) Exchange Risks Insurance: for exporters' foreign exchange
losses concerning the export of a plant, etc.

(ii) Import

(f) Prepayment Import Insurance: for inability to recover the
prepaid amount for an import cargo failing to arrive.

(iii) Intermediary trade

(g) Intermediary Trade Insurance: for inability to collect payment
for an intermediate trade transaction involving the movement of
a cargo between foreign countries, resulting from, for example,
a restriction imposed by the Government of a country of
destination on foreign currency remittance, or bankruptcy of
the importer.

(iv) Overseas investment

(h) Overseas Investment Insurance: for investors' loss due to
political risks (war, revolution, requisition, etc.) and
commercial risks bankruptcy of the company in which the
investment is made) affecting overseas investment (equity
investment, financing, etc.).

B: SUMMARY DESCRIPTION OF THE PROCESS OF TRADE POLICY FORMULATION AND
REVIEW

1. General description

(1) Process of policy formulation by the administrative branch

In Japan, the administrative authority rests with the Cabinet,
consisting of the Prime Minister and other Ministers of State. Policies
regarding foreign trade, like other policies, are formulated by the
national administrative organs (Office of the Ministerial Level, Ministry,
Commission, and Agency) which function under the control and jurisdiction
of the Cabinet. All administrative organs keep liaison between one another
so that they may consummate their administrative functions as an organic
whole (according to the National Government Organization Law).
Consultations for policy formulation among the concerned administrative
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organizations are carried out in a decision-making process based on
consensus.

(2) Relationship of the administrative branch to the legislature

According to the constitution of Japan, the Cabinet is collectively
responsible to the Diet and is authorized to perform, in addition to other
general administrative functions, such functions as the administration of
the law, management of foreign affairs, conclusion of treaties (subject to
prior or, depending on circumstances, subsequent approval of the Diet), and
preparation of the fiscal budget. The Prime Minister, representing the
Cabinet, is empowered to submit bills regarding laws, budgets and other
matters proposed by the Cabinet and to report on general national affairs
and foreign affairs to the Diet. Likewise, concerning foreign trade
policies, the Cabinet and administrative organs under its control perform
their duties in relation to the Diet in accordance with the provisions of
the Constitution. The Prime Minister and other Ministers of State may, at
any time, attend any deliberation at the Diet to speak on a proposed bill
and are obliged to be present to answer questions or give explanations when
required by the Diet.

Apart from bills submitted by the Cabinet, bills proposed by Diet
members are also discussed in the Diet in accordance with the provisions of
the Diet Law.

2. Role of each competent authority

(1) Trade Conference

The Trade Conference was established in 1970 for the purpose of
investigating and discussing important trade-related matters requiring
liaison and co-ordination between the administrative bodies involved. The
growth of imports has been on the agenda since the meeting of 1982.

Chaired by the Prime Minister, the Conference is composed of (i) the
Cabinet Members charged with economic matters, such as the Minister for
Foreign Affairs, the Minister of Finance, the Minister of Agriculture,
Forestry and Fisheries, the Minister of International Trade and Industry,
the Chief Cabinet Secretary, and Minister of State, the Director-General of
the Economic Planning Agency; and (ii) other persons appointed by the Prime
Minister who are well-experienced in trade matters.

(2) Ministerial Conference for Economic Measures

The top decision-making body of the Japanese Government is the
Cabinet. Akin to this are various ministerial conferences.
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For the purpose of comprehensive co-ordination of economic measures,
the Ministerial Conference for Economic Measures was set up within the
Cabinet in November 1977. It carries on the work of the former ministerial
conference of the same name that had been established in December 1974 and
held irregularly, in providing effective and dynamic economic management
for coping with the volatile economic conditions both at home and abroad.
Currently, the Ministerial Conference decides on basic matters of
importance in the management of economic policies, such as the annual
"Economic Outlook and Basic Policy Stance of Economic Management' or
various comprehensive economic measures.

Specifically, the Ministerial Conference has made decisions on a
number of comprehensive economic measures and external economic measures
containing various programs, for the purpose of sustaining economic growth
primarily through domestic demand and improving external imbalances. On
March 31 of this year, the Conference decided on emergency economic
measures incorporating the promotion of the implementation of public
enterprises, etc. (more than 75 per cent of the projects were to be
implemented ahead of schedule) and the promotion of investments for
streamlining purposes. The Ministerial Conference must approve the Outlook
and Basic Policy Stance of Economic Management, prepared each year along
with the budget compilation for the next fiscal year, before the Cabinet
gives its endorsement.

The Ministerial Conference is composed of all Cabinet members and is
chaired by Minister of State, the Director-General of the Economic Planning
Agency. Also attending the Conference are persons related to the Liberal
Democratic Party including the Four Top Executives, the Governor of the
Bank of Japan, and the Chairman of the Fair Trade Commission.

(3) Office of Trade and Investment Ombudsman (OTO)

The Office of Trade and Investment Ombudsman (OTO) was established in
accordance with the January 1982 decision at the Ministerial Conference for
Economic Measures to receive and take appropriate measures on grievances
filed by foreign corporations and importers with respect to opening the
Japanese market including import procedures, direct investment procedures
to Japan, the procedures in the services and government procurement, and
facilitation of import.

The office, currently headed by the Deputy Chief Cabinet Secretary
(clerical), is composed of: (i) the OTO whose members include the
vice-ministers of fifteen related ministries and agencies such as the
Economic Planning Agency (Secretariat), the Ministry of Foreign Affairs,
the Ministry of Finance, the Ministry of International Trade and Industry,
the Ministry of Welfare, and the Ministry of Agriculture, Forestry and
Fisheries; and (ii) an OTO Advisory Council, composed of people from the
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private sector, to enhance the function of its role as a third-party
organization, and (iii) a Special Grievance Resolution Meeting.

In receiving and taking appropriate measures on grievances filed, the
OTO attempts to cope by taking either of the following six directions:

(i) compliance with international standards and criteria;
(ii) clarification and quantification of standards and criteria;
(iii) simplification and expedition of inspection procedures;
(iv) accommodation of inspection data from other countries;
(v) reduction of governmental intervention;
(vi) securing transparency of other domestic systems

(4) Government-Ruling Parties' Joint Headquarters for the Promotion of
Economic Structural Adjustment

The Government-Rulng Parties' Joint Headquarters for the Promotion
of Economic Structural Adjustment was established in August 8, 1986 in
order to actively promote the economic structural adjustment and realize an
economic structure in harmony with the international community based upon
the 'Outline for the Promotion of Economic Structural Adjustment", set
forth on May 1, 1986. This "Outline", in line with the Maekawa Report,
incorporates varied economic structural adjustment measures that Japan
should undertake over medium and long terms. In June 1988 and May 1990,
the headquarters decided on a revision of the said "Outline" and has to
date been engaged in its implementation and promotion.

The president of the Headquarters is the Prime Minister and the
vice-presidents are Ministers of State, the Director-General of the
Economic Planning Agency, the Chief Cabinet Secretary, and the chairman of
the Policy Research Council of the Liberal-Democratic party. Its members
consist of cabinet members concerned and executive officials of the
Liberal-Democratic Party.

(5) Councilors' Office on External Affairs, Prime Minister's Secretariat

- The Councilors' Office on External Affairs, under the Order for the
organization of the Cabinet Secretariat and the Order for the Organization
of the Prime Minister's Office, deals mainly with those matters relating to
external affairs, including external economic issues, from among the
matters outlined below.

(i) Matters concerning overall co-ordination on important issues
with respect to Cabinet meetings; and other overall
co-ordination necessary for the maintenance of unity with
respect to measures undertaken by each administrative branch of
the Government; (the foregoing under the jurisdiction of the
Cabinet Secretariat)
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(ii) Matters concerning liaison on the work of each administrative
organ; and

(iii) Matters concerning research, planning and formulation of
policies that do not come under the scope of responsibilities
of other administrative organs. (the foregoing under the
jurisdiction of the Prime Minister's Office).

(6) Economic Planning Agency and Economic Council

The Economic Planning Agency was instituted under the Law for the
Establishment of the Economic Planning Agency to be responsible for matters
dealing with: (i) formulation and promotion of long-term economic plan;
formulation of the basic management policy of the overall economy and the
Basic Policy Stance of Economic Management of each fiscal year; and
planning and formulation of overall basic policies concerning economic
measures involving two or more administrative bodies of the Government;
(ii) overall co-ordination of basic policies and plans pertaining to trade,
foreign exchange and international balance of payments; overall
co-ordination of basic economic policies including overall co-ordination
with regard to formulation and implementation of important policies and
plans of related administrative bodies of the Government vis-à-vis
long-term economic plan; and (iii) research and analysis concerning
internal and external economic trends, national income, and other subjects.

For the purpose of carrying out the responsibilities of the
foregoing, the Economic Planning Agency has the power, among others:
(i) to formulate long-term economic plan and conduct overall co-ordination
of relevant administrative organs' work with respect to important policies
and programs concerning long-term economic plans; (ii) to formulate the
basic policy of overall economic management and the Basic Policy Stance of
Economic Management of each fiscal year and to plan and formulate overall
basic policies pertaining to economic measures that concern two or more
administrative organs; and (iii) to conduct overall co-ordination of
relevant administrative organs' work with respect to basic economic
policies and plans.

The Economic Planning Agency has established, under the Order for the
Organization of the Economic Planning Agency, the Economic Council, which
acts as an advisory body to the Prime Minister, conducts research and
deliberates on matters with respect to formulation of long-term economic
plans as well as important economic policies and plans. The Council is
also in a position to express its views to the Prime Minister on the
aforementioned matters when necessary.
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(7) Ministry of Foreign Affairs

The Ministry of Foreign Affairs is responsible under the Law for the
Establishment of the Ministry of Foreign Affairs for the integrated
administration of planning, formulating and implementing foreign policies;
research concerning foreign countries; protection and promotion of Japanese
interests relating to foreign commerce and navigation; protection of
Japanese interests relating to overseas investments; conclusion of
treaties and other international agreements including those relating to
commerce and economy; co-operation with international organizations and
participation in international conferences; and management and overall
administration of other matters relating to foreign affairs. For the
purpose of carrying out these responsibilities, the Ministry of Foreign
Affairs has the authority, among others: (i) to protect and promote
Japanese interests in commerce and navigation by providing assistance in
commercial transactions and negotiations with foreign authorities; (ii) to
take necessary measures to protect Japanese interests relating to overseas
investments; (iii) to represent the Japanese Government in negotiations
with foreign governments and to participate in international organizations
and conferences; (iv) to conclude, interpret and execute treaties and
other international agreements and to deal with legal matters concerning
foreign relations.

(8) Ministry of Finance and the Customs Tariff Council

The Customs and Tariff Bureau of the Ministry of Finance is
responsible for research, planning and drafting of administrative systems
concerning customs and tariffs (including agreements on customs and tariffs
with foreign countries); assessment, imposition and collection of tariffs;
supervision and control of export and import cargoes; administration of the
Hozei system; compilation of statistics on trade; and other matters.
(Article 4 of the Law for the Establishment of the Ministry of Finance);

The Customs and Tariff Council is an organ created under Article 22
of the Customs Tariff Law to research and deliberate on important matters
concerning tariff rates at the request of the Minister of Finance. The
Council consists cf a maximum of forty-five members (currently thirty-five)
and is appointed by the Minister of Finance from among academic experts on
finance, industry, trade and other fields. The following groups are
created within the Council:
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Groups Responsibilities

Planning Group: Research and deliberation of customs and
tariff policies;

Research Group: Research and deliberation of tariff rates,
etc., of individual items;

Tariff Quota Group: Research and deliberation of tariff quota
quantities;

Special Customs Duty Group: Research and deliberation of emergency
duties, anti-dumping duties, countervailing
duties, etc.

(9) Ministry of Agriculture, Forestry and Fisheries

The Ministry of Agriculture, Forestry and Fisheries was instituted in
accordance with the Law for the Establishment of the Ministry of
Agriculture, Forestry and Fisheries in order to secure a stable supply of
food for the nation; and to bring about sound development of the domestic
agriculture, forestry, and fisheries industries and harmonious relations in
foreign trade concerning agriculture, forestry and fisheries. The Ministry
is responsible for the following:

(i) matters relating to exports and imports of agricultural,
forestry and fisheries products; and

(ii) matters relating to tariffs and international agreements
concerning agricultural, forestry and fisheries products.

(10) Ministry of International Trade and Industry

The Ministry of International Trade and Industry (MITI), under the
Law for the Establishment of the Ministry of International Trade and
Industry, is responsible for the integrated execution of administrative
affairs and undertakings concerning, among other things, the promotion and
co-ordination of international trade, the control of foreign exchange in
connection with international trade, and the furtherance of international
co-operation in trade and economic affairs. Matters under its jurisdiction
include: (i) the drafting of policies, programs and procedures concerning
international trade, and the overall co-ordination for their
implementation; (ii) the implementation of agreements concerning
international trade; (iii) the conducting of surveys, preparation of
statistics, and supply of information concerning international trade;
(iv) international co-operation in trade and economic affairs;
(v) promotion, improvement, and co-ordination of international trade;
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(vi) administrative matters concerning customs tariffs as they relate to
international trade policies; (vii) the control of foreign exchange in
connection with international trade; and (viii) trade insurance.

In order to fulfill these responsibilities, MITI is authorized, among
others, to take necessary measures for the implementation of agreements
concerning international trade; take necessary measures for international
co-operation in trade and economic affairs; restrict exports and imports,
restrict transactions concerning foreign exchange in connection with
international trade, and implement trade insurance.

(11) Fair Trade Commission

The Fair Trade Commission is established to take charge of the
enforcement of the Antimonopoly Act, etc. The Fair Trade Commission,
positioned as an external organ of the Prime Minister's Office in the
administrative setup, is characterized by its authority as an independent
administrative commission (administrative organ acting by mutual consent of
the commissioners).

The Antimonopoly Act prescribes basic rules concerning the business
activities of entrepreneurs in a society of free economic system, and its
strict enforcement is called for. Its enforcement also requires rich
knowledge in law and economics because it is applied to economic events
which change in complex and diverse ways.

For this reason, the Fair Trade Commission is authorized to exercise
its authority independently in the enforcement of the Antimonopoly Act
without being subject to direction or supervision by any other party. The
Chairman and four commissioners are appointed by the Prime Minister with
the consent of both Houses of the Diet, and the term of office for the
chairman and the commissioner is five years.

The Executive Office is attached to the Fair Trade Commission for the
discharge of its affairs.

The main functions of the Fair Trade Commission include:

(i) Investigation and elimination of conducts in violation of the
Antimonpoly Act or relevant laws;

(ii) Acceptance and examination of various notifications;
(iii) Authorization or the like of conducts legally exempt from the

application of the Antimonopoly Act, and
(iv) Surveys regarding various economic realities.

The Commission's extensive functions also include the setting of
various guidelines to prevent violations.
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C. BILATERAL, MULTILATERAL, REGIONAL AND PREFERENTIAL AGREEMENTS

1. Treaties on Commerce and Navigation Trade Agreements

(1) Treaties on commerce and navigation

Japan has a bilateral treaty concerning commerce and navigation with
each of the following countries. Each treaty provides for such basic
matters as entry, sojourn, business activities, protection of property,
access to the court of justice of the nationals of each signatory country,
as well as for most-favoured-nation treatment of the signatory country's
products and navigation.

Greece
Spain
Sweden
Switzerland
Denmark
Netherlands
Finland
Germany
Turkey
Uruguay
United States of America
Canada
Norway
Australia
Russia
India
New Zealand
Haiti

Yugoslavia
Czech and Slovak Federal Republic
Cuba
Malaysia
Benelux
Pakistan
Peru
Indonesia
Argentina
United Kingdom
France
El Salvador
Mexico
Romania
Bulgaria
Hungary
Philippines
Poland

(2) Trade agreements

Japan has bilateral agreements concerning trade with the following
countries. These agreements, usually in the form of an administrative
arrangement, provide for general principles on trade including the duties
and charges, clearance through customs, payments, and so on.

Iraq
Mali
Chad
Zambia
Costa Rica
Korea
Ethiopia
Central African Republic

Sweden
Sri Lanka
Syria
Thailand
Egypt
Cambodia
Jordan
Tunisia



C/RM/G/30
Page 31

Germany Malta
Romania Côte d'Ivoire
Hungary Malawi
Morocco Zaire
Cameroon People's Republic of China
Niger Congo
Benin Senegal
Ghana Russia
Guinea Albania
Madagascar Mongolia
Togo

(3) The General Agreement on Tariffs and Trade

Japan, acceding to the General Agreement on Tariffs and Trade (GATT)
in 1955 in accordance with the Protocol of Terms of Accession of Japan to
the GATT , is also party to all Agreements concluded in the Tokyo Round
negotiations.

The mode of application of the GATT to Japan is a provisional
application through the Protocol of Terms of Accession to the GATT, signed
in 1955 (the accession was approved by the Diet in the same year); and the
protocols of amendment including the Protocol Amending the General
Agreement on Tariffs and Trade to Introduce a Part IV on Trade and
Development accepted in 1965 with the approval of the Diet. The schedules
of concessions are applied in accordance with the 1987 Geneva Protocol,
etc., (also approved by the Diet).

The implementation of the agreements concluded during the Tokyo Round
negotiations is secured domestically by legislation.2

1The Protocol of Terms of Accession, under which Japan acceded to the GATT, provides
that the provisional application of Part Il of the GATT is applied to the fullest extent not
inconsistent with its (Japan's) domestic legislation existing on the date of the Protocol (7
June 1955). There .s an established Interpretation that the domestic legislation referred to
in this provision is limited to legislation of a mandatory character, as is the case with
regard to the other contracting parties, and Japan has notified the GATT secretariat that it
has no such mandatory legislation affected by the provision.

2Artlcle 98 of the Constitution of Japan provides that "the treaties concluded by Japan
and established laws of nations shall be faithfully observed. " It is customary, however,
that conclusion of international agreements by Japan is conducted after domestic legislations
necessary for implementation of the agreements are completed in order to avoid any
discrepancies between Japan's international rights and obligations and its internal legal
structure.
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2. Japan's legal framework for international trade

Japan, while adhering to the multilateral free trading system based
on the GATT, has been expanding a network for broader international trade
by entering into bilateral treaties on commerce and navigation and
bilateral trade arrangements.

Treaties on commerce and navigation as well as trade arrangements
usually prescribe basic principles concerning such aspects of trade as
duties and charges and customs clearance procedures on a reciprocal basis.
Treaties on commerce and navigation often further provide for mutual
granting of most-favoured-nation treatment, protection and security of
signatories nationals and of their property, and the free port entry of
signatories' vessels, thereby filling in some cases a supplementary role in
relation to the GATT.

Japan has not formed a free-trade zone nor a customs union with any
other country. Japan offers no preferential tariff to any country or
region except under the Generalized System of Preferences.

3. Trade with CIS, China and Central Eastern Europe

(1) Trade with CIS

(i) Legal framework

(a) The Japan-Soviet Commerce Treaty (brought into effect May 9, 1958;
effective for five years with automatic extensions)

- Authorizes mutual most-favored-nation treatment (customs
tariffs, customs clearance, etc.)

- Opens ports to merchant shipping
- Establishes an office of the Soviet Trade Representative

(Tokyo)
- Provides national security clauses

(b) The Japan-Soviet Trade Payment Treaty (current treaty brought into
effect April 18, 1991)

- Stipulates a table of items (non-restrictive) scheduled to be
traded in a five-year period

- Facilitates training and other activities in the fields of
trade and the economy

- Facilitates the holding of exhibitions and trade fairs
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- Provides for payment by means of convertible currency,
simplification of the transport of goods, and favorable
consideration for transit trade

- Encourages the use of arbitration agencies (including those of
third countries)

- Provides for the holding of trade consultations between the
Governments of the Soviet Union and Japan

(c) Exchange of notes on the exchange of consumer goods and other
products with the Soviet Far East (current agreement effectuated April
18, 1991) includes a table of items; provides a framework for coastal
trade" between Japan and the Soviet Far East

(d) Japan-Soviet Tax Treaty (signed January 18, 1986) provides against
double imposition of income taxes

(ii) Market access

(a) Japan grants most-favored-nation treatment to the former Soviet Union
on the basis of the above-mentioned Japan-Soviet Commerce Treaty.

(b) Following the breakup of the Soviet Union, the Governments of Japan
and Russia agreed that the Japan-Soviet Commerce Treaty and all other
treaties between Japan and the Soviet Union would remain in effect with
Russia succeeding the Soviet Union; the two countries would continue to
grant mutual most-favored-nation treatment. Essentially, these treaties
are also to remain in effect with the other former Soviet republics
(although specific ways and means remain to be confirmed), and
most-favored-nation treatment will continue to be granted accordingly.

(iii) Trade with Japan

(a) For the most part, trade between Japan and the Soviet Union has been
on the increase since it first began. Japanese exports have fallen off
since 1990, partly as a result of problems connected with delays in the
Soviet Union's settlement of payments for imports from Japan.

(b) Exports to the Soviet Union fell sharply in 1991 for two straight
years to $2.114 billion, down 17.5 per cent from 1990. Imports from the
Soviet Union fell 10 per cent over the previous year to $3.317 billion;
total import/trade was $5.431 billion, down 8.1 per cent from the previous
year. Trade with the Soviet Union accounts for approximately 1 per cent of
Japan's total trade volume.
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(2) Trade with China

(i) Legal framework and market access

Japan has a "Trade Agreement" with China. Concerning payments, the
trade agreement with China provides that payments shall be made in Japanese
yen, the Chinese yuan, or any other exchangeable currency acceptable to
both parties.

(ii) Trade with Japan

The Japan-China trade in 1991 amounted to US$22.8 billion both ways,
representing approximately 4.5 per cent of Japan's total foreign trade.
Exports to China totaled about US$8.6 billion and imports from China, about
US$14.2 billion, resulting in Japan's deficit of about US$5.6 billion
(Japan's deficit totaled about US$14.5 billion in four years from 1988).
The trade pattern between the two countries is undergoing a major change,
from the traditional trend of Japan's importing raw materials and exporting
manufactured goods towards a new tendency of an increase in the import of
manufactured goods from China and in the export of raw materials and parts
to China for processing on commission.

(3) Trade with Eastern-Central Europe

(i) Legal framework and market access

(a) When Czechoslovakian President Havel visited Japan this April (1992),
Japan concluded a trade agreement with Czech and Slovak Federal
Republic (CSFR). Japan concluded this agreement by the request of
CSFR since the existing commercial treaty (signed in 1959, entered
into force in 1960) has become unsuitable for the present situation
in CSFR as it moves towards the market economy. The existing
commercial treaty will terminate this October due to the denunciation
by CSFR.

Japan has treaties on commerce and navigation with Yugoslavia (signed
and entered into force in 1959), Romania (signed in 1969, entered
into force in 1970), Bulgaria (signed and entered into force in
1970), Hungary (signed in 1975, entered into force in 1976), and
Poland (signed in 1978, entered into force in 1980). Japan has a
trade and payments agreement with Albania (signed and entered into
force in 1988).

(b) Japan grants most-favored-nation status to all the countries of
Central and Eastern Europe (except Albania).
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When President Havel visited Japan, Japan started to apply GSP to
CSFR (application started from May 1). As a result, the benefit of
Japanese GSP now extends to 6 countries of Central and Eastern Europe
(Poland, Hungary, CSFR, Bulgaria, Romania and Yugoslavia).

(ii) Trade with Japan

Japan's trade with the countries of Central and Eastern Europe
(including Albania) in 1991 totalled about US$1.6 billion, accounting for
about 0.3 per cent of Japan's overall foreign trade.
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IV. THE IMPLEMENTATION OF TRADE POLICIES

1. Tariffs

(1) Basic principles of the tariff policy

It is considered important to carry on with further promotion of
improved access to the Japanese market in order to uphold and strengthen
the free-trade system and to contribute to the formation of harmonious
economic relations with other nations.

From this point of view, Japan has successfully lowered its tariff
rates through active participation in the GATT Round negotiations as well
as such measures as the Action Programs for Improved Market Access.

Consequently, Japan's tariff level in general is the lowest among the
industrialized countries. Still, in order to continue improving market
access from the tariff side, Japan intends to promote further reduction in
tariff rates through active participation in the GATT Uruguay Round
negotiations, while maintaining adequate consideration for domestic
industries.

(2) Procedure for modification of tariffs

The Customs and Tariff Bureau of the Ministry of Finance is
responsible for research, planning and drafting of the tariff system. The
Bureau examines each item in regard to the differences in price in the
domestic market and abroad; the supply and demand situation; the outlook
for production streamlining; and other aspects, taking into account views
expressed by relevant Ministries and Agencies. The results of the
examination are referred to the Customs Tariff Council.

In the Customs Tariff Council, the Research Group deliberates on
these items, and its conclusions are reported at the general meeting of the
Council. After a decision has been reached in the Council, the conclusions
are reported to the Minister of Finance.

Respecting the report submitted by the Customs Tariff Council, the
Customs and Tariff Bureau of the Ministry of Finance draws up modification
plans of the Customs Tariff Law and the Temporary Tariff Measures Law, and

3Japan's tariff burden ratio, or the percentage of the total tariff income to total
import value, was 7.3 per cent in FY1967, prior to the lowering of the tariff rate in the
wake of the Kennedy Round. However, the ratio dropped to 2.7 per cent in FY1990.
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the Government subsequently submits the plans to the Diet. Upon
deliberations and voting by the Diet, the amended laws will be put into
force.

Since the application period for temporary rates is normally one
year, tariff modifications are normally conducted once a year, and modified
rates take effect on April 1, the start of the fiscal year.

(3) Recent measures in tariff policy including revisions other than
tariff)

(i) January 1986 (Implementation of the Action Program on tariffs)
Reduction or suspension of tariffs on 1,849 products, including an
overall 20 per cent cut in tariffs on 1,792 products.

(ii) April 1986
Reduction or suspension of tariffs on 101 products, including a
20 per cent reduction in the tariffs on four items of wine of fresh
grapes.

(iii) April 1987
Reduction or suspension of tariffs on 94 products including
suspension of tariffs on cigarettes; an overall 30 per cent reduction
in tariffs on 18 products of alcoholic beverages; and reduction in
tariffs on 10 products of lumber products.

(iv) April 1988
Reduction or suspension of tariffs on 120 products including
reduction in tariffs on chocolate confectionery.

(v) April 1989
Tariff reduction and other measures taken on 175 products including
reduction or suspension of tariffs on 123 products or tropical
products such as bananas and coconut oil following negotiations on
tropical products in the Uruguay Round.

(vi) April 1990
Suspension (1,004 items) or reduction in tariffs on 1,008 products of
industrial products (mainly machinery).

(vii) April 1991
Suspension in tariffs on a total of 5 items, including oxamides and
mineral oil additives. Improvement of the Generalized System of
Preferences, including 10-year extension of the applicable period.
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(viii) April 1992
Reduction in tariffs on 15 products, including crude oil and
petroleum products.
Elimination of tariff rates on crude oil is planned in ten4years.
Establishment of a Comprehensive Designated Hozei Area System.

2. Generalized System of Preferences (GSP)

Since 1971, Japan, with a view to augmenting exports and export
incomes of developing countries and promoting their industrialization and
economic development, has implemented the Generalized System of
Preferences. Under this system, lower tariff rates (preferential rates)
are applied on products imported from developing countries than on products
from industrialized nations (actual rates). The period of GSP application
has been revised in FY 1991 and extended ten more years, until
March 31, 2001.

(1) GSP beneficiary countries and regions

As of May 1992, 131 countries and 25 regions.

(2) Items subject to the GSP and preferential rates

(i) Agricultural and fishery products (HS Chapter 1-24)
A total of 77 items (HS 4-digit basis) such as fish and crustaceans
are subject to the GSP. The preferential rates of these are 10 to
100 per cent lower than the tariff rates normally applied.

(ii) Mining and industrial products (HS Chapter 25-97)
Ail but 27 items (HS 4-digit basis) are eligible for the GSP. The
preferential rates, generally, are 0 per cent, and on exceptional
67 items (HS 4-digit basis) one-half of the tariff actual rates are
applied.

4To facilitate imports, targeting areas where import-related facilities are
concentrated, an Integrated Hozei Area System was established as a means to improve
concentrated import-related infrastructure in Foreign Access Zone, etc. In the Integrated
Hozel Area, a variety of Hozel functions can be used comprehensively, including storage of
foreign cargo and processing and display of foreign goods, and simplified procedures can be
enjoyed.
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(3) GSP application methods

(i) Agricultural and fishery products (HS Chapter 1-24)

The escape clause system is applied, under which Government orders
may be issued to suspend the GSP to specified products or countries,
when its application leads to such an emergency situation as one
damaging to domestic industries.

(ii) Mining and industrial products (HS Chapter 25-97)
The escape clause system is applied in principle. However, for
146 items, the ceiling quota is applied, under which the preferential
imports, in principle, can be made until they exceed the ceiling
quota set for each item.

(4) Special treatment for imported goods from the LLDC's

Japan applies special measures on products imported from GSP
beneficiary nations that are designated as LLDC's by United Nations General
Assembly resolution, for which Japan considers special benefits to be
appropriate. On those products, any remaining tariffs at preferential
rates are suspended (i.e. 0 per cent) without ceiling quota, the escape
clause is applied for all items.

(5) Import procedure for products subject to the GSP

When products are to be imported under the GSP, a Certificate of
Origin Form A issued by the customs authority (or an institution performing
comparable functions) of the country of origin must be submitted to the
customs authority along with the import declaration.

(6) Imports performance of products subject to the GSP (FY 1991)

Of the value of imports from all GSP beneficiary countries, the
amount of imports subject to the GSP was Y1,621.9 billion.
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Japan's Imports Eligible for BSP Treatment by Country (Region)
(100 million yen)

(FY 1991)

Country Region Agricultural Industrial Total Share (%)
Products and Mining
(Note 1) Products

(Note 2)

Republic of Korea 497 3,229 3,726 23
Taiwan 781 2,037 2,818 17
China 481 1,706 2,187 14
Brazil 88 1,103 1,191 7
Thailand 196 498 695 4
Philippines 508 181 689 4
Malaysia 231 363 594 4
Indonesia 68 503 571 4
Venezuela - 362 362 2
Singapore 29 276 304 2
Others 910 2,173 3,082 19
Total 3,789 12,431 16,219 100

Note 1: HS Chapters 1 - 24
Note 2: HS Chapters 25 - 97

Source: Ministry of Finance

3. Tariff quotas

Japan currently applies tariff quotas
Temporary Tariff Measures Law.

on 13 products under the

The items and the respective base
follows:

rates and upper

Base rate
(1) Live bovine animals (intended to be

raised as beef cattle)
(2) Cheese and curd (intended for use as

materials for processed cheese)
(3) Oats
(4) Maize (corn)

(5) Malt
(6) Molasses (including hi-test molasses)

intended for manufacturing alcohol
(7) Food preparations containing cocoa

for manufacture of chocolate

rates are as

Upper rate

0% Y45,000/each

0%
0%

0%, etc.

0%

35%
10%

50% or
Y12/kg.,

whichever is
greater
025/kg.

0% Y18/kg, etc.

0% 25%
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(8) Tomato purée and tomato paste for
manufacture of tomato ketchup and
other tomato sauces

(9) Canned pineapple
(10) Roughly distilled alcohol for

beverages
(11) Heavy fuel oil and raw oil
(12) Leather
(13) Footwear containing leather in part

20%
30%

0%
OZ

Y2,520/kl, et
15X, et

21.6%, et

0% Y44.8/1 etc.
c. Y3,750/kl
c. 60%
tc. 602 or

Y4,800/pair,
whichever
is greater

..

4. Quantitative restrictions

Japan is enforcing quantitative restrictions to attain the following
objectives: to ensure national security; protect the life or heath of
people, animals, and plants; restrict domestic production of agricultural
and fishery products; and preserve limited natural resources.

Over the years, Japan has been actively promoting import
liberalization. Quantitative restrictions on the following products have
been liberalized during the past few years.

April 1986:

October 1988:
April 1989:
July 1989:
April 1990:

April 1991:

April 1992:

Cowhide and horsehide (41.02-2); dyed, colored, or
printed sheepskin (41.03-2-(1)); dyed, colored or
printed goatskin (41.04-2-(1)); footwear using leather
or fur insteps (64.02-2-(1))
Pasta (19.02)
Processed cheese (04.06)
Tomato ketchup and tomato sauce (21.03).
Prepared beef (16.02); fruit purée and fruit paste
(20.07); prepared pineapple and fruit pulp(20.08); ice
cream (21.05); grape juice and grape must of an
alcoholic strength more than 0.5 per cent but less than
1 per cent by volume (22.05)
Beef (02.01, 02.02, 02.06); oranges and tangerines
(08.05, 08.12)
Orange juice (20.09, 2206.00-1, 22.08); coal (27.01)

Note The classification numbers for April 1986 use the CCCN 4-digit
numbers; those after October 1988 use the HS- numbers. This is due to the
change in Japan's customs tariff classification number to the HS system.
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5. Rules of origin

Japan levies four types of tariff rates on imported goods: general
rates, temporary rates, conventional rates, and preferential rates. Since
the application of conventional rates and preferential rates are limited to
the goods of certain countries, criteria have been set to determine the
country of origin of a product.

(1) Criteria for the determination of country of origin in applying
conventional tariff rates

(Outline of specific criteria)

The country of origin of a product is defined as: (i) the country in
which the whole production took place; or (ii) where production of a
product takes place in two or more countries, the country in which last
substantial transformation was made and new characteristics were added to
the product.

"Substantial transformation was made and new characteristics were
added to the products is defined as instances when (i) the heading number
of the product in the tariff schedule is different from those of the raw
materials used in the manufacture or processing of the product; and (ii) in
the case that (i) does not apply, certain manufacturing or processing
defined by the administrative orders issued by the Director-General of the
Customs and Tariff Bureau of the Ministry of Finance (e.g., dyeing or
resinating of textiles, etc., and processing of unwrought material from
waste and scrap) takes place. However, even if in the case that (i) does
apply minor processing such as bottling, drying or freezing for transport
or preservation or mere assembly of parts is excluded.

(2) Criteria for the determination of country of origin in applying
Generalized System of Preference (GSP) Rates

(Outline of specific criteria)

In applying the GSP rates, the criteria for determining the country
of origin of a product are, in principle, the same as those used in
applying the conventional rates. However, when necessary, special criteria
are specifically provided for each case by an ordinance of the Ministry of
Finance.

Goods subject to the Donor Country Content Rule are regarded as
wholly obtained in the preference-receiving country. Products manufactured
jointly by some of the ASEAN member nations are treated as the product
originating from one country.
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(3) In principle, the criteria for conventional rates are applied in
preparing trade statistics and in determining false indications of
origin In importing products.

6. Government procurement

(1) Laws and regulations relating to government procurement

The Accounts Law of 1947 and its related regulations, such as the
Cabinet Order concerning the Budget, Auditing and Accounting of 1947, the
Special Provisions for the Cabinet Order concerning the Budget, Auditing
and Accounting of 1946, and the Ministerial Ordinance Stipulating the
Regulations concerning Contract Procedures of 1962, provide for procedures
to make government procurement contracts. The regulations aim at carrying
out government procurements on the principle of fairness, transparency,
equal opportunity, and an efficient use of the budget, as well as the
principle of non-discrimination because of nationality of suppliers or
origin of products. The Cabinet Order Stipulating Special Procedures for
Government Procurement of Goods and the Ministerial Ordinance Stipulating
Special Procedures for Government Procurement of Goods were issued in 1980
and revised in 1987 to ensure the implementation of the GATT Agreement on
Government Procurement. The objective of the Order and Ordinance is to
adjust procurement procedures, when used for procurement contracts to be
covered by the Agreement, set out in the Accounts Law and its related
regulations to be in accordance with the Agreement. While the Accounts Law
is applied to the central government agencies, government-related entities
which are not subject to the Law but covered by the Agreement make
procurements on the basis of their accounting regulations consistent with
the Agreement.

(2) The present state of government procurement

Entities covered by the Agreement on Government Procurement in Japan
are all central government agencies including all their internal
sub-divisions, independent organs, attached organizations and other
organizations and local branch offices provided for in the National
Government Organization Law, and 21 government-related entities. In
practice, additional 44 government-related entities use procuring
procedures consistent with the Agreement on a voluntary basis to increase
access opportunities for foreign suppliers to Japanese market. Each
government agency makes procurements under its authority and responsibility
on the basis of the Accounts Law or its accounting regulations. The Law
and regulations stipulate that government agencies may individually specify
qualifications requirements for participating in open and selective
tendering procedures. However, based on a government decision of May 1988
to streamline qualification procedures taken by each government agency,
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formats of specified documents required for the procedures are uniform.
There is no discrimination between foreign and domestic suppliers in
applying criteria for qualification. Government procurements subject to
the Agreement in 1990 were 2,667 million SDRs, of which about 42 per cent,
40 per cent, and 19 per cent were made through open, selective and single
tendering procedures, respectively. Procurements from overseas sources
were 368 million SDRs, 13.8 per cent of the total code-covered
procurements.

(3) Recent developments

As mentioned above, government procurements have been made on the
non-discriminatory basis in accordance with the Agreement on Government
procurement. Further, the Government adopted the Action Program in 1985 to
further improve procuring procedures. In April 1992, to follow up the
Action Program, the Government implemented two voluntary measures as
summarized below with the view to increasing access opportunities for
foreign suppliers to Japanese market.

(i) Government decision of November 1991 on Government procurement

- Addition of 28 government-related entities which use, on a
voluntary basis, procuring procedures consistent with the
Agreement;

- The threshold value is lowered to 100 thousand SDRs from
130 thousand SDRs;

- Procurement plans above one million SDRs are published in an
official gazette at an early stage of the fiscal year;

- The period between the announcement of a procurement and the
bidding is, in principle, extended by 10 days to 50 days in
total;

- Summary part of statistics on government procurement prepared
for the submission to the GATT Secretariat is published in an
official gazette.

(ii) Measures related to Japanese public sector procurements of computer
products and services

Government agencies subject to the Agreement and all
goverr.ment-related entities implement, by stages, measures summarized as
follows on the procurement of computers and computer-related services:

- Procurements above 100 thousand SDRs are made while ensuring
consistency with. the requirements of the Agreement, including
any amendments thereto;

- Procurement plans above 800 thousand SDRs are published in an
official gazette at an early stage of the fiscal year;
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- The Government establishes a procurement review board on the
procurement of computers and computer-related services.

(4) NTT procurements and other matters

In accordance with the "GATT Government Procurement Agreement" and
the "U.S.-Japan Agreement on the Procurement of NTT Goods," NTT has striven
since January 1981 to procure high-quality and reasonably-priced products
from markets all over the world using primarily open, fair and
non-discriminatory procurement procedures.

In January of this year, the U.S. and Japan agreed on a measure aimed
at expanding access opportunities for foreign firms in the field of
computers. The contents of the agreement will be applied uniformly to all
countries, based on the most-favored-nation treatment basis.

(5) Satellite procurement

At the 14th Action Program Promotion Committee held on June 14, 1990,
the Japanese Government decided on the procedures to procure satellites for
non-R&D purposes. Based on this decision, NTT procured communications
satellite N-STAR on March 1992 through an open, transparent, and
non-discriminatory procedure.

7. Standards (technical barriers)

Japan became a party to the Agreement on Technical Barriers to Trade
(TBT Agreement) in 1980. With this, Japan's standards and certification
systems were adjusted to conform with the TBT Agreement, for example, with
respect to the principle on non-discriminatory treatment for domestic and
foreign sources.

In conformity with the TBT Agreement, prior notifications of the
introduction of standards or technical regulations and certification
systems, which may have a significant influence on international trade, are
published in the Tsusho Koho (Trade Bulletin), issued by the Japan External
Trade Organization (JETRO). All decisions made on standards and
certification systems are then published (mainly in the Kampo "Official
Government Gazette").

Japan has thereafter taken a series of measures to improve the
Japanese standards and certification systems in order to eliminate possible
trade distortive effects to be cause by them and to secure transparency in
the management of standards and certification systems. Especially in 1985,
Japan has established the following principles to be observed by the
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government for further improvement of Japanese standards and certifications
systems as a part of the Action Program:

(1) Introduction and expansion of self-certification systems
(2) Acceptance of foreign test data
(3) Reflection of the views of representatives of foreign interests

in the drafting or reviewing standards
(4) Simple and expeditious certification procedures

Japan has fully committed itself to these principles and observed
them in pursuance of further improvement measures.

Moreover, Japanese standardizing bodies are encouraged to cooperate
actively with the international standardizing bodies such as ISO or IEC in
the field of standardizing activities for the purpose of promoting further
harmonization of the Japanese standards with international ones as widely
as possible.

8. Promotion of market opening

The outline of the action program for improved market access was
decided on by the Government-Ruling Party headquarters for the Promotion of
External Economic Measures (headed by the Prime Minister) in July 1985.
This program was formulated from the basic standpoint of "freedom in
principle and restrictions only as exceptions" for the purpose of achieving
a higher degree of openness of Japanese markets than the international
standard. In accordance with this principle, Japan has so far implemented
a large number of measures to improve market access.

On August 4, 1988, the Action Program Promotion Committee confirmed
that the measures stipulated in each of the following six areas - (1)
tariffs; (2) import restrictions; (3) standards and certification systems
and import process; (4) government procurement; (5) financial and equity
markets; and (6) service and import promotions, etc. - were being
implemented almost in their entirety in the three-year implementation
period.

Since then, numerous efforts have been made from the perspective of
improving market access one step further. Some specific achievements
include the implementation in April 1990 of a series of measures to abolish
or reduce customs duties, including the suspension of customs duties on
over 1,000 items; the lifting of import restrictions on beef and oranges
(April 1991), and on orange juice and coal (April 1992). After reduction of
import restricted items, Japan have had one of th most open market in the
world.
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Further, during the Action Program Promotion Committee held on
November 1991, an Understanding on the Government Procurement was carried
out to decide the following measures: (1) procurement contracts exceeding
100 thousand SDRs but less than 130 thousand SDRs will be dealt with, based
on the Agreement on Government Procurement; and (2) 28 new organs will be
added to carry out measures in accordance with the Agreement on Government
Procurement (implemented April 1992). In addition, a joint council (Trade
Council) of the government and the private sector including foreign
entrepreneurs has been newly established within the Trade Conference, which
is the advisory organ of the Prime Minister. The council is currently
hearing general requests and opinions in regard to imports. To date, two
plenary sessions and two special sessions have been held.

Japan is currently actively involved in the GATT Uruguay Round, whose
negotiations are currently under way, recognizing it as significant in
constructing the framework of the world's economic prosperity in the years
to come.

9. Safeguard, anti-dumping and countervailing actions

(1) Safeguards

Japan's Customs Tariff Law provides for an emergency duty as a
safeguard measure. That is, Article 9 - 2 of the Law stipulates that the
following steps may be taken when it is deemed urgently necessary for the
sake of the national economy. These steps may be considered when, as a
result of unexpected changes such as a drop in prices overseas, a surge in
imports occurs so as to cause or threaten to cause serious injury to
domestic producers of like or directly competitive goods:

(i) To levy a customs duty equal to or lower than the amount that
is obtained by deducting the customs duty levied according to
the normal rate given in the Tariff Schedule on the product
from the difference between the customs value of the said
product and the appropriate domestic wholesale price of like or
similar goods;

(ii) To withdraw or modify a concession in conformity with GATT
Article 19:1, when the product in question is bound under the
GATT;

(iii) To apply a new tariff rate, when an action under paragraph ;
above is being or has been taken and if considered necessary
upon consultation under GATT Article 19:2, by offering a new
concession for products other than the product in question or,
if they are already bound, by modifying the concession (offer
of compensation).
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The Customs Tariff Law provides for the "Cabinet Order relating to
Emergency Duty" that specifies the procedures for taking measures under
Article 9 - 2 of the said Law.

(2) Anti-dumping actions

Japan's anti-dumping system has its legal basis in the Customs Tariff
Law. To supplement the Law, the "Cabinet Order relating to Anti-Dumping
Duty" is also in force. A full scale revision of both the Law and the
Order was undertaken in 1980 in order to bring them into conformity with
the new "Anti-Dumping Code" concluded at the Tokyo Round. The Law and the
Order are applied when (i) a dumped product is being imported; (ii) import
of the product in question causes or threatens to cause material injury to
the domestic producer of like products, or materially retards the
establishment of a domestic industry; and (iii) it is found necessary in
order to protect a domestic industry. Anti-dumping actions are carried out
by a Cabinet Order, after the Minister of Finance conducts investigation in
consultation with the Minister in charge of the industry in question as
well as the Minister of International Trade and Industry, and refers the
matter to the Customs Tariff Council. In order to clarify the application
procedure, the "Guideline for Procedures Relating to Countervailing Duties
and Anti-Dumping Duties" was established in 1986.

If, as a result of anti-dumping investigations conducted on the basis
of the law and regulations, anti-dumping actions are to be taken, an
additional duty lower than or equal to the difference between the dumped
price and the normal value will be levied. Procedures for provisional
measures and acceptance of undertakings are also provided for in the Law
and regulations.

(3) Countervailing actions

Japan's countervailing duty system has its legal basis in the Customs
Tariff Law. To supplement the Law, the "Cabinet Order Relating to
Countervailing Duties" is in force. A full scale revision of both the Law
and the Order was undertaken in 1980 in order to bring them into conformity
with the "Subsidies Code" concluded at the Tokyo Round. The Law and the
Order are applied when (i) a foreign product subsidized for production or
for exportation is being imported; (ii) import of the product in question
causes or threatens to cause material injury to the domestic producer of

5The Customs Tariff Council was established to conduct research and deliberations on
important matters pertaining to customs tariffs. It is an advisory body to the Minister of
Finance, composed of academic experts on finance, industry, trade, etc.



C/RM/G/30
Page 49

like products, or materially retards the establishment of a domestic
industry; and (iii) it is found necessary in order to protect a domestic
industry. These laws and regulations are implemented by a Cabinet Order
after the Minister of Finance conducts investigations in consultation with
the Minister in charge of the industry in question as well as the Minister
of International Trade and Industry, and refers the matter to the Customs
Tariff Council. As was the case with the anti-dumping actions, the
"Guideline for Procedures Relating to Countervailing Duties and
Anti-Dumping Duties" was established in 1986, in order to clarify the
procedure for invoking the Law and the Order. When the countervailing
measure is invoked under these laws and regulations, an additional duty
lower than or equal to the amount of the subsidy will be levied.
Procedures for provisional measures and acceptance of undertakings can be
taken under certain conditions.

(4) Measures taken to date

Japan has not invoked safeguard, anti-dumping, or countervailing
measures so far, but the following petitions have been filed concerning the
latter two cases:

(i) Anti-dumping cases

(a) The case of South Korean cotton yarn
The Japan Spinners Association filed a petition on December 27, 1982,
but withdrew it on July 11, 1983. The case was closed before legal
investigations were initiated.

(b) The case of Norwegian and French ferrosilicon
The Japan Ferro-Alloy Association filed a petition on March 6, 1984,
but withdrew it on June 14 of the same year. The case was closed
before legal investigations were initiated.

(c) The case of South Korean knitwear products
The Federation of Japan Knitting Industry Associations filed a
petition on October 21, 1988, but withdrew it on March 29, 1989. The
matter was closed before legal investigations were initiated.

(d) The case of Chinese, Norwegian and South African
ferro-silicomanganese
The Japan Ferro-Alloy Association filed a petition on
October 8, 1991, and legal investigations were launched on November
29 of the same year. In December of the same year, an Investigation
Committee was set up, comprised of the staff of the Ministry of
Finance and MITI, and investigations are currently under way. On
June 18, 1992, the Committee decided against adopting a temporary
measure in view of the fact that the imports of ferro-silicomanganese
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from the abovementioned three countries have fallen sharply since the
launch of investigations. To secure transparency and fairness of the
investigations and facilitate further actions against this case on
the part of the parties concerned, the Committee tentatively compiled
the investigative findings and published them as an interim report on
June 19, 1992.

(ii) Countervailing actions

(a) The case of Pakistani cotton yarn
The Japan Spinners Association filed a petition on December 27, 1982,
and legal investigations were launched on April 20, 1983. However,
as the Pakistani Government decided to abolish part of the subsidies,
the case was closed on February 28, 1984, with no countervailing duty
levied.

(b) The case of Brazilian ferro-silicon
The Japan Ferro-Alloy Association filed a petition on March 6, 1984
but withdrew it on June 14 of the same year. The case was closed
before legal investigations were initiated.

10. Export subsidies, tax exemptions and concessionary export financing
Japan does not have any export subsidies.

The system of tax exemption for exports exempts products exported
from Japan from the domestic consumption tax. This system was established
because the domestic consumption tax is meant to be levied on products
consumed within Japan.

Although export financing by the Government of Japan is conducted
through the Export-Import Bank of Japan, the interest rate charged by the
Bank does not fall below the interest rates charged for capital
procurement, and this financing is therefore not concessional.

11. Export restrictions - Implementation of trade policies

Japan, committing itself to free trade, is not in favor of imposing
any restrictive measure that is inconsistent with the fundamental
principles of the GATT. However, in cases as stated below, only minimal
necessary regulatory measures are taken for each category of restrictions.

(1) Control under COCOM

In accordance with the arrangement among the seventeen countries of
the Western Bloc, the export of strategic goods and technologies is
regulated under the Foreign Exchange and Foreign Trade Control Law.
Specifically, the items subjected to regulation are listed in annexed Table
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1 of the Export Trade Control Order for strategic goods and in the Annex of
the Foreign Exchange Control Order for strategic technologies, and their
export and transactions are subject to permission by the Minister of
International Trade and Industry.

(2) Control of export of arms and equipment related to arms production

In view of Japan's commitment to peace, the export of arms including
equipment related to arms production has been very strictly regulated in
accordance with the so-called "Three Principles on Arms Export" and the
"Policy Guideline on Arms Export"'. The "Three Principles on Arms Export"
permit no export of arms to (a) the Communist Bloc countries, (b) countries
subject to embargoes on the export of arms under United Nations resolutions
and (c) countries which are involved in, or are likely to be involved in,
international conflicts. The Policy Guideline further stipulates that the
Government shall not promote "arms export": i.e. (a) "arms" export to areas
subject to the above-mentioned Three Principles shall not be permitted,
(b) "arms" export to other areas shall be restrained in conformity with the
spirit of the Constitution and the Foreign Exchange and Foreign Trade
Control Law, and (c) export of equipment related to "arms" production shall
be treated in the same manner as 11arms".

(3) Control of missiles, missile-related equipment and technologies for
missiles

In accordance with the guideline of the MTCR, missiles and
missile-related equipment are listed in Annex 1 of the Export Trade Control
Order. Their export is subject to permission by the Minister of
International Trade and Industry.

(4) Control of raw materials for chemical weapons

In accordance with the understanding of the Australia Group, chemical
substances that can be used as raw materials for chemical weapons are
listed in Annex 1 of the Export Trade Control Order, and their export is
subject to permission by the Minister of International Trade and Industry.

(5) Control of nuclear power-related materials

In accordance with the Non-Proliferation Treaty, materials related to
nuclear power are listed in the annexed Table 1 of the Export Trade Control
Order, and their export is subject to permission by the Minister of
International Trade and Industry.
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(6) Control of exports to the Republic of South Africa

In view of apartheid in the Republic of South Africa, export of
computers, 4WD vehicles, and to the Republic's apartheid-enforcing
authorities including armed forces and police, is prohibited.

(7) Control of exports related to the UN sanction resolutions

In accordance with the United Nations Security Council resolutions,
the following export restrictions are in force:

Sanctions against South Africa
(Security Council Resolution No. 418: November 4, 1977)
Content: Ban on arms exports
Sanctions against Iraq (Security Council Resolution No. 661:
August 6, 1990)
Content: Ban on exports of all goods
Sanctions against Somalia (Security Council Resolution No.733:
January 23, 1992)
Content: Ban on arms exports
Sanctions against Libya (Security Council Resolution No.748:
March 31, 1992)
Content: Ban on arms exports; ban on exports of aviation-related
goods
Sanctions against Serbia, Monte Negro (Security Council Resolution
No.752: May 30, 1992)
Content: Ban on exports of all goods

(8) Control to secure adequate domestic supply

With a view to conserving natural resources and avoiding domestic
shortages, those domestic resources in short supply are listed in the Annex
2 of the Export Trade Control Order, and their export is subject to
approval by the Minister of International Trade and Industry.

(9) Goods under export prohibition

The Export Trade Control Order lists, in its Annex 2, certain animals
and plants covered by the Washington Treaty for conservation of nature, and
certain other items from the viewpoints of preventing or controlling
criminal acts and preserving cultural heritage, thereby prohibiting their
export in principle.

(10) Voluntary export restraint to avoid trade friction

It is Japan's basic position that the maintenance and strengthening
of the free-trading system is essential for the expansion of world trade.
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However, in view of protectionist movements in international trade, and in
order to avert the unilateral imposition of import restrictions by
importing countries and to eventually restore free trade, voluntary
restraints on exports are introduced to the minimum required extent as
urgent and unavoidable measures. Such restraints are based on request,
agreement, or some form of consent, of the importing country.

Domestic legal grounds for these regulatory actions include the
Export Trade Control Order, which is based on the Foreign Exchange and
Foreign Trade Control Law that provides for the basic principles of the
minimum required trade control, and the Export and Import Transaction Law,
which is intended to prevent unfair export transactions and to establish
orderly export transactions.

The circumstances which led to the introduction of present or past
voluntary export restraint for various items, specific details of the
restraint, and their recent trade volumes are stated below.

(a) Passenger cars (including passenger vans)

In 1981, in order to cope with difficulties facing the United States
auto industry, the Government of Japan and the Goveriment of the
United States came to an agreement to set a quantitative ceiling for the
export of passenger cars and vans from Japan to the United States on
condition that the United States auto industry continues its efforts for
structural adjustment. Under this agreement, Japan enforced voluntary
restraint on its United States-bound auto exports for a maximum period of
three years.

Since FY1984, Japan has, at its own discretion, continued to renew
the said voluntary export restraint on an annual basis.

Volume of export of passenger cars from Japan to the United States
has not reached the annual ceiling since FY1987. With respect to FY1992,
it is unclear whether or not the current declining trend will continue. To
make sure that the downward trend of exports will take hold, Japan has
decided to continue the export quota at a reduced level.

(b) Fork-lift trucks

With a sense of impending crisis in the face of the shrinking
fork-lift truck market and the progress of restructuring in the Japanese
fork-lift truck industry since 1980, Prime Minister Thatcher of the
United Kingdom raised the issue with the Japanese Government in
September 1982. Subsequently in March 1983, the European Community
Commission designated fork-lift trucks as an item subject to European
Community surveillance.
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From 1984 to 1985, the export of Japanese fork-lift trucks (including
second-hand vehicles) increased drastically, due to resurging demand in
European markets, along with foreign exchange factors such as the weakening
of the yen. As a result, the issue raised alarm in Europe. The upward
export trend continued in 1986, creating mounting dissatisfaction among
European fork-lift truck manufacturers who moved to file a case against
Japanese dumping. This led to rapid deterioration of the trading
environment.

Japan, in an effort to maintain order in the export of fork-lift
trucks to the European Community, has instituted floor export prices and a
quantitative ceiling since 1987 in accordance with the Export and Import
Transaction Law. However, from 1992, restriction has been set for export
volume only.

(c) Machine tools (to the United States)

In May 1986, the President of the United States issued a statement
calling upon four nations, including Japan, to adopt voluntary restraint on
exports of machine tools to the United States. In response to this, Japan
and the United States concluded a voluntary restraint arrangement in
December 1986. Under the Arrangement, Japan agreed to support efforts by
the United States Government to revitalize the domestic machine tool
industry and imposed voluntary restraint on the export of certain machine
tools to the United States for a period of five years, from January 1987 to
December 1991.

At the end of December 1991, immediately prior to the termination of
the Arrangement, the President issued a statement, calling for an extension
of the said Arrangement. Following this, a series of bilateral
negotiations were carried out, and at the end of June, 1992, the two
governments agreed to extend the said Arrangement for another two years,
until the end of 1993.

Specifically, exports of three items - machining centers,
numerically-controlled lathes, and numerically-controlled punching
and shearing machines - are subject to export approval by the Minister
of International Trade and Industry in accordance with the Export
Trade Control Order. The volume of export of these items are controlled
so that it should not exceed United States market share levels of
1981 (i.e. 51.54 per cent for machining centers, 57.47 per cent
for numerically-controlled lathes, and 19.25 per cent for
numerically-controlled punching and shearing machines.)

The request for the extension of the voluntary export restraint is
positioned that "the restrictions will be removed progressively over a two
year period, beginning in January 1992" within the presidential statement.
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The restriction level for each item will be eased by 1993. (54.03 per cent
for machining centers, 60.27 per cent for numerically-controlled lathes,
and 21.56 per cent for numerically-controlled punching and shearing
machines.)

(d) Machine tools (to the European Community)

In response to the rising concern within the European Community
Commission over the increasing import of Japanese machine tools,
(numerically-controlled lathes and machining centers), Japan instituted a
floor pricing system for its export of the said machine tools to sixteen
European nations in January 1981 in order to avoid letting the issue become
an anti-dumping case. In the same year, the European Community Commission
introduced an import monitoring system on Japanese machine tools.

Subsequently, the EC Commission decided to extend the said system, at
least until the end of 1992.

Under the floor pricing system for the export of machining centers
and numerically-controlled lathes to Europe, standards for prices depending
on specifications of machine tools (i.e. working space, power of spindle
motor, machine weight, and floor export price) have been established since
1981 in accordance with the Export and Import Transaction Law. Each export
is to be approved only after it is confirmed that it satisfies the said
standards.

(e) Semiconductors

With the imminent termination of the former Arrangement on
semiconductors, a new semiconductor Arrangement was concluded in June 1991,
which went into effect in August for a period of five years. The Agreement
features the following two subjects: (i) increasing market opportunities
for foreign semiconductors into the Japanese market; and (ii) anti-dumping
measures.

To prevent dumping exports of Japanese semiconductors, the government
of Japan will ensure that Japanese semionductor exporters collect and
maintain the price and cost data on specific semiconductors to be exported
to the U.S., and promptly submit these data to the U.S. Government once a
dumping investigation is launched. This measure does not constitute
monitoring, since the government does not collect data in advance.

(f) Steel

In response to a request made by the United States Government, Japan
concluded the Arrangement between the Government of Japan and the
Government of the United States of America Concerning Trade in Certain
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Steel Products in May 1985. Under the Arrangement, Japan has restricted
the volume of export of steel and fabricated structurals bound for the
United States for a period of five years beginning October 1984 in order to
allow time for the United States steel industry to promote structural
adjustments and modernization.

Further, stainless bars, wire rods, and alloy tool steel, which had
been subject to United States' import restriction enforced from 1983, were
included in the Arrangement, and in February 1990, Japan and the
United States concluded an arrangement to extend the aforementioned
Arrangement for another two and a half years from October 1989. Under this
arrangement, Japan continues to apply voluntary restraint on the quantity
of steel exports, which requires the issuance of approval from the
of International Trade and Industry in accordance with the Export and
Import Transaction Law.

The Arrangement terminated as of the end of March 1992, and no
restrictions are currently set on the volume of exports. After April 1,
the volume of U.S.-bound exports is tentatively being followed up, until
the outcome of the MSA negotiations becomes clear.

(g) Cotton, wool, man-made fiber yarns, fabrics, apparel and other
made-up goods to the U.S.

Since signing the Japan-U.S. Agreement on Cotton Products in the
1962, Japan had entered a number of bilateral arrangements on textile trade
including the Japan-U.S. textile pact based on MFA, Article. 4 (1974 -

1991). To implement those bilateral agreements strictly for maintaining
orderly trade relations with the U.S., the Government of Japan has
conducted export restrictions based on the Export Trade Control Order on
the covered textile products.

Even after the expiration of the bilateral Agreement at the end of
last year, Japan is currently continuing export restraints voluntarily in
order to avoid unnecessary frictions with the United States which still
remains sensitive to certain items.

(h) Polyester filament fabrics, apparel to Canada

From 1960 to 1981, Japan implemented export restraints on some
textile products to Canada in accordance with the Japan-Canada Textile
Agreements. Even after the expiration of the bilateral Agreements, Japan
decided to implement voluntary restraints on exports of textile products to
Canada from 1982, in view of maintaining orderly Japan-Canada trade
relations. Japan currently continues the voluntary restraints to Canada,
since Canada remains sensitive to imports of textile products, as was
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shown in the anti-dumping petition filed against Japanese exports of
polyester filament fabrics (the conclusion was no dumping).

To implement the VER, the Goverment of Japan sets an ceiling for
exports of polyester filament fabrics and apparels made of cotton, rayon
and synthetic fabrics to Canada in accordance with the Export Trade Control
Order. Voluntary restraints on export of knitted or crocheted fabrics,
meanwhile, have been lifted as of the end of 1991 in view of the easing of
restrictions.

(i) Synthetic filament fabrics, cotton fabrics, cotton outer garments,
etc. to the EC

Even after Japan joined the GATT in 1955, the European countries
continued discriminatory restrictions on the volume of imports of Japanese
textile products. Going through the Japan-EC bilateral agreement concluded
in 1969, bilateral agreements ended with the Japan-EC Textile Agreement,
based on the MFA Article 4, 1975 - 1977. However, in view of the fact that
the textile industry in the European Community is still highly sensitive to
Japan's exports of textile products and tends to resort to protectionist
moves, Japan has decided to maintain restraints of exports of major textile
products to the EC, which has thus far been conducted in accordance with
the bilateral agreement, in the form of voluntary restraint, based on the
Export Trade Control Order. Japan currently continues to voluntarily
restrict exports of synthetic filament fabrics and cotton fabrics to the EC
and cotton outer garments, etc., to the United Kingdom.

(j) Metal flatware to the world

During the latter half of the 1950s to early 1960s, when Japanese
exports of inexpensive and high-quality metal flatware surged, there were
mounting protectionist moves, e.g. the introduction of import restrictions,
all over the world against the import of such products. In order to avoid
disturbing various markets by conducting orderly exports, Japan has been
introducing voluntary export restraint measures since 1962 targeting all
the regions in the world, based on the Export and Import Transaction Law.
Even after the imposition of the voluntary restraint, however, there was a
series of protectionist moves in various countries, such as the ITC
petition filed by the U.S. in 1983, and the allocation of import quotas by
the member countries of the European Community, which continued until 1989.
Although it has been many years since Japan introduced the restraint,
Japanese metal flatware still has a great competitive edge over that of
other nations in view of its overall design and quality. There still is a
possibility that a drastic increase in exports would induce restrictive
measures on the part of the importing countries. For this reason, Japan
continues to impose voluntary restraint on export of metal flatware.
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(k) Pottery to the United States, the United Kingdom and Canada

Since pottery is regarded as a product of traditional and local
industries in the United States, the United Kingdom, and Canada, there have
been rising protectionist moves in those countries against surging exports
of pottery products from Japan. Therefore, since 1964, Japan imposed
quantitative restrictions on pottery export to the United States, Canada,
and the United Kingdom in accordance with the Export and Import Transaction
Law. Despite this effort on the part of Japan, the United States filed a

petition to ITC in 1985, and Canada and the United Kingdom introduced a

measure to monitor pottery imports from Japan. Although many years have
passed since the introduction of restrictions by Japan, there still is
concern over possible imposition by these three countries of high tariffs,
import restrictions, and other measures. For the purpose of maintaining
orderly trade relations with these countries, Japarn continues to impose
restrictions on pottery exports.

Japanese Export of Items under Voluntary Export Restraints
(Unit: $ 1 million)

Item 1989 1990 1991

Automobiles' (to the U.S.) (20,357) (20,877) (21,404)
Fork-lift trucks (to the EC) 175 173 180
Machine tools (to the U.S.) 743 562 543

(to the EC) 601 707 535
Cotton, wool, man-made fiber
yarns, fabrics, and made-up
goods (to the U.S.) 690 591 599
Knitted or crocheted fabrics,
synthetic filament fabrics
and apparels (to Canada) 39 34 31
Synthetic filament fabrics,
cotton fabrics and cotton
outer garments (to the EC) 388 452 422
Pottery (to the U.S., Canada,
and the U.K.) 375 343 321
Metal flatware (to the world) 148 14g 173Steel (to the U.S.) (3,789) (3,230)

Source: Compiled from Trade Statistics

1 As export restraints on automobiles are being imposed according to the volume of
new cars for each fiscal year, they do not coincide with the actual value of
exported automobiles listed above.

2 Voluntary restraint on steel exports ended March 1992; no export restraint has been
imposed thereafter.

3 Fifteen months from October 1989 to December 1990; unit: 1,000 tons
4 Fifteen months from January 1991 to March 1992; unit: 1,000 tons
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12. Government assistance

(1) Subsidies available to manufacturing industries

In implementing industrial policies, the Japanese Government
basically believes in market mechanism, and is of the view that government
intervention should be made only on a supplementary and restrictive basis,
when the market fails to function fully. Thus, government subsidies
(including tax privileges) available to Japanese manufacturers are
restricted to a minimal range of areas.

Some of these measures include direct subsidies, financing, loan
guarantee, taxation system, and others. Specific details of this
assistance are described below.

(i) Generally available subsidies

The Government of Japan generally makes available, without specifying
any particular sector of industry, assistance measures to encourage, among
others, energy saving, environmental conservation, and to help small and
medium enterprises.

(ii) Research and development subsidies

The Government of Japan provides subsidies for the following two
types of research and development with a view to realizing an affluent
economy and society while contributing to the harmonious development of the
world economy.

Subsidies designed to extensively and generally promote research and
development in all sectors of industry: the most typical one is a taxation
system which offers corporate tax credits for the part of R&D expenditures
of corporations, which have exceeded the highest of preceding years.

Subsidies intended to promote research and development projects in
the fields of technology. These subsidies are granted to projects which
may have little or no feasibility for general utilization but nonetheless
is socio-economically significant, and may not be smoothly accomplished by
leaving them solely to initiatives by private sector, since they require
long periods of time for development, or involve high technical risks.

(iii) Regional development subsidy

The Government of Japan is implementing a policy to induce relocation
of industry out of large city areas into less-developed region in order to
reduce gaps in economic growth among different regions. The Government is
taking taxation measures to serve this purpose.
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(iv) Subsidies for structural adjustment

To provide supplementary and restricted assistance to industrial
structural adjustment through market mechanism, the Government of Japan
implements a variety of measures including direct subsidies, financing, and
taxation system. Assistance measures in accordance with the Law on
Temporary Measures fnr Facilitating Industrial Structural Adjustment and
subsidies offered to the coal mining industry are examples of these
measures.

(2) Subsidies available to agriculture, forestry and fisheries industries

Government subsidies available to Japanese agriculture, forestry and
fisheries are limited to the minimum required for securing a steady supply
of food and other goods to meet people's demand and ensuring the sound
development of these industries. Such subsidies have been significantly
adjusted and rationalized by reducing their total sum by about 15 per cent
since FY 1982. (It should be noted that Japan's agricultural budget is
smaller than those of the United States and the European Community.)

Most of the recipients of these subsidies are local public entities
and related bodies. Subsidies granted directly to individual private
entities in agriculture, forestry or fisheries are quite exceptional.

(i) Agriculture

The policy objectives of agricultural subsidies can be broadly
classified into those that concern (a) the improvement of agricultural
structure, (b) price stabilization, (c) rationalization of distribution and
assistance of consumers, and (d) disaster relief-related measures, etc.

Most agricultural subsidies are designed for improving agricultural
structure; those for price stabilization account for only a very small
proportion. In this respect, Japanese agricultural subsidies are distinct
from those of the European Community and the United States, in which price
and income supporting expenditure hold large shares.

(a) Improving agricultural structure
With a view to improving, subsidies are granted to facilitate the
improvement infrastructures for production, improvement of the living
environment in rural areas, and improvement of farm management
modernization facilities; as well as to provide for greater
flexibility for the use of farm land; to foster successors in
agriculture; to encourage development and dissemination of new
techniques; and to facilitate financing, etc.
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(b) Price stabilization
Subsidies are granted to help stabilize the prices of livestock
products, vegetables, soybeans, fruits, etc.

(c) Rationalization of distribution and assistance of consumers
Subsidies are granted to promote the food industry, rationalize the
distribution of food products and to assist consumers.

(d) Disaster relief-related measures, etc.
Subsidies are granted to facilitate the operation of agricultural
insurance, disaster rehabilitation activities, environmental
conservation activities, and international co-operation.

(ii) Forestry

It is a basic objective of forest and forestry policy in Japan to
meet the nation's multifarious requirements to the forest and forestry
sector, which includes enhancing functions for the public benefit such as
conservation of national land and natural environment, and ensuring stable
supply of wood products.

To achieve this objective, it is necessary to ensure the reinvestment
to forests, as well as to maximize the economic value of forest resources.

Bearing these points in mind, subsidies are granted to support
measures taken to promote forestry and wood industries and to activate
villages in upstream areas, which include: (a) improving forestry
infrastructures, (b) developing forestry technologies, (c) improving wood
production/distribution system, and (d) improving welfare for forestry
workers, as well as strengthening forestry labor force.

(iii) Fisheries

Subsidies to fisheries are provided to promote the development of
fisheries. With a view to promoting fisheries, subsidies are granted to
facilitate the improvement of infrastructures for fishery production,
improvement of the living environment in fishing villages, the management
of fisheries in the waters around Japan, and the improvement of the
distribution and processing of marine products, etc.

(iv) Recent Development

The situation surrounding Japanese agriculture is undergoing drastic
changes these days, and this sector is now facing an important turning
point.
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Under these circumstances, the Ministry of Agriculture, Forestry and
Fisheries set up "The Basic Direction of New Policies for Food, Agriculture
and Rural Area" in June to present general direction of policies on
foodstuff, agriculture and rural area for about ten years time from now.

Some of these general directions are;
(a) to realize agriculture system in which majority of the

production was carried out by efficient and stable farm
management, by fully utilize creativity of each region, and

(b) to create active agricultural communities where people can live
comfortable lives by ensuring adequate land use and
infrastructure.

The review and necessary change of current policy and measures will
be carried out in accordance with those directions.

13. State trading - Role of State-trading enterprises

(1) Rice, wheat and barley

The Japanese Government, under the Food Control Law adjusts the
prices and supply and demand of rice, wheat and barley which are foodstuffs
of pivotal importance to Japan, in order to secure a food supply for the
nation and stabilize the national economy. The Government thus contributes
to the producer's effort at securing the continual production of these
foodstuffs and the consumer's endeavor to stabilize the household budget.

In order to ensure the smooth operation of this system, the export
and import of rice, wheat and barley are placed under the control of the
Government. Normally the Government does not directly conduct operations
relating to export and import. It is rather the trading agencies
registered with the Government who conduct export and import operation with
the permission of, or in the name of, the Government.

The amount of rice, wheat and barley which needs to be imported is
determined on the basis of such factors as demand and the quantity of the
domestically-produced products purchased by the Government. The method of
importation is as follows:

- The Government contracts in advance with a trading agency for
the necessary amount of import determined according to the
supply and demand program, and issues an import permit to
enable the agent to carry out import work. The Government then
purchases, at the port of entry, the entire amount imported.
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As for rice, it is not imported except for special uses, (such as raw
material for Awamori (a sort of alcoholic beverage) produced in Okinawa
Prefecture), since there is sufficient domestic supply.

The Government resale prices of imported rice, wheat and barley are
determined on the basis of import costs, the consumer price of milled rice
and other economic conditions, in consideration for the stabilization of
the consumer's household budget.

(2) Dairy Products

The Livestock Industry Promotion Corporation undertakes the
centralized import of designated dairy products under the Law Concerning
Temporary Measures on Deficiency Payment for Manufacturing Milk, thus
ensuring the stabilization of supply and demand and prices, which in turn
contributes to the stabilization of consumption.

Importation of designated dairy products is conducted either by the
Livestock Industry Promotion Corporation or by an agent entrusted by the
Corporation, except for the diary products for special uses, such as school
lunches, which are specified by Government Ordinances.

The Livestock Industry Promotion Corporation is authorized to import
designated dairy products when the domestic market prices of such products
have risen or are likely to rise higher than the stabilization indicative
prices determined by the Minister of Agriculture, Forestry and Fisheries.
Furthermore, the Corporation is to release the imported products on the
market when domestic prices of these designated dairy products have risen
or are likely to rise higher than the prices obtained by multiplying the
stabilization indicative prices by a certain fixed percentage.

With the abolition of beef import restrictions in April 1991, the
Livestock Industry Promotion Corporation no longer handles the importation
of beef.

(3) Raw silk

The Japan Raw Silk and Sugar Price Stabilization Agency, a
State-trading enterprise, has been undertaking the centralized import of
raw silk since 1974, on the basis of the Cocoon and Raw Silk Price
Stabilization Law, thus ensuring the stabilization of supply and demand and
prices of cocoons and raw silk, which, in turn, contributes to the growth
in demand of raw silk.

Importation, except for that of bonded raw silk, etc., is carried out
for the time being by the Japan Raw Silk and Sugar Price Stabilization
Agency or an agent consigned by the Agency.
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The Japan Raw Silk and Sugar Price Stabilization Agency is to release
the imported raw silk on the market when prices of domestically-produced
raw silk have risen or are likely to rise higher than the stabilization
ceiling prices determined by the Minister of Agriculture, Forestry and
Fisheries.

(4) Alcohol

Industrial alcohol is controlled under a monopoly system in Japan so
as to make a strict distinction from distribution of alcohol on which
liquor tax is imposed. Implementation of such monopoly control is subject
under the Alcohol Monopoly Law, which was established in 1937. (Alcohol
which comes under this control is ethyl alcohol of 90° or more, hereinafter
referred to as alcohol).

Because of its properties, alcohol is used widely as an important
basic material for chemical and various other industries. From the
viewpoint of promoting sound development of these industries, it is
necessary to supply reasonable priced alcohol which is exempt from the
liquor tax. At the same time, from the point of view of securing liquor
tax revenue, it is necessary to make sure that such reasonably priced
industrial alcohol will not be used in the production of alcoholic
beverages.

The alcohol monopoly is an enterprise run by the Government (the
Ministry of International Trade and Industry) in order to meet such needs.
Under the Alcohol Monopoly Law, the Government undertakes the entire
operations of the manufacture, sales, and import of alcohol. Specifically,
the Government implements a strict distribution control, based on such
measures as granting of licenses to manufacturers and distributors of
alcohol, denaturation measures in order to prevent industrial alcohol from
being used in the production of alcoholic beverages, and inspections after
use, among other measures.

Alcohol is imported as required by the Government or agents consigned
by the Government.



C/RM/G/30
Page 65

PART B: RECENT TRADE RELATED MEASURE5

1. Improvements of market access

(1) The Government of Japan adopted in 1985 the Action Programs for
Improvement of Market Access to stipulate, in part, that Japan's systems
regarding the standards and certification systems based on the state's laws
or ordinances shall be made almost on a par with the corresponding systems
of other foreign countries, at least in terms of a degree of market
openness. Under this basic policy, necessary measures have been
implemented for the purpose of providing fair and equal opportunities as
regards access of foreign products into the Japanese markets, and ensuring
transparency of policymaking process concerning the formulation or revision
of standards, among others. Strict surveillance has also been carried out
under the same basic policy in the ensuing formulation or revision of
standards.

(2) On the basis of the decision made in January 1982 by the Ministerial
Conference for Economic Measures, the Office of Trade and Investment
Ombudsman (OTO) was established for the purpose of receiving and processing
concrete complaints which concern opening of the Japanese market and
facilitation of imports, including procedures of import of goods and
service, direct investment to Japan, and government procurement. As of
May 1992, the OTO has received 475 complaints since its establishment, of
which 436 have already been processed. Of the processed complaints,
improvement measures have been taken for 144 cases, or about 30 per cent of
the total, while eliminating misunderstanding through detailed explanations
of other measures for 174 cases, or about 40 per cent, thereby contributing
to promotion of imports.

Following the final report of the Japan-United States Structural
Impediments Initiative and others, the "Strengthening the Function of OTO"
was decided in August 1990 in order to further improve the management of
the OTO. Measures taken thereafter are (i) participation of three foreign
nationals as special members of the OTO Advisory Council starting with its
Councils in December 1990; (ii) more positive utilization of opportunities
for listening opinions by complainants at the Special Grievance Resolution
Meeting, and others.

In June 1991, the "New Review" concerning the standards,
certification and inspection and the "On the Present Activities of OTO"
were decided. While continuously receiving and processing complaints,
various measures are being carried out in earnest, including
(i) investigation of foreign standards and inspection: (ii) arrangement of
document as concerns the processing of complaints: (iii) consideration of
opinions and requests raised to the OTO.
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At the OTO Executive Meeting held in June 1992, the "Consideration on
the Opinions and Requests addressed to OTO" was decided after the report
and deliberation at the OTO Advisory Council and the Special Grievance
Resolution Meeting. Those covered the issues raised by the Government of
the United States, on the occasion of U.S. President Bush's official visit
to Japan in January 1992, concerning the standards, certification,
inspection and import procedures for automobiles, industrial machinery,
chemicals, transportation equipment, processed food, cosmetics, and
pharmaceuticals and others as well as those from the delegation of the
Commission of European Communities in Japan, the Japan Federation of
Economic Organizations (Keidanren), and other Japanese business
associations. It was proposed at the OTO Advisory Council held on May 1992
that the Council will put forward its opinions on the measures of the
Japanese Government and report to the Government within a year concerning
the issues related to the improvement of market access, including
standards, certifications, inspection, and import procedures and others.
At that meeting, participants voiced requests for more positive activities
of OTO, and the OTO is studying measures to further promote its activities,
including flexible system for consideration at the OTO Advisory Council.

2. Import promotion measures - including tariff reduction

(1) As the result of repeated reduction in import duties, Japan's tariff
rates on mining and industrial products weighted average 3.6 per cent
(based on GATT rates as of 1988), or the lowest level among major
countries, as compared to 5.5 per cent for the United States and
5.6 per cent for the EC.

In the market access negotiations of the Uruguay Round multinational
trade talks, Japan offered the lowering of tariffs on about 6,500 items, or
almost all the mining and industrial products, in March 1992. Of these
items, Japan proposed to unilaterally eliminate tariffs on about
1,000 items, mainly in the category of transport equipment, industrial
machinery, films and furniture, among others.

If the proposed tariff reduction is materialized, it would amount to
a reduction of about 50 per cent on the whole, down a hefty 15 percentage
points from the proposed tariff reduction of about 34 per cent in the
initial offer made two years ago, in March 1990. The latest offer also
amounts to a reduction of Japan's absolute tariff level to 1.9 per cent, as
compared to the initial offer by the United States, the EC and Canada to
lover the equivalent rate to 3.5 per cent to 5.5 per cent. With the latest
offer, Japan is set to further reduce the lowest rate among major
countries.
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Moreover, the number of items for import restrictions has decreased
with the repeal of import restrictions on coal and orange juice, enforced
in April 1992, making Japan one of the world's freest markets in the world.

(2) In addition, Japan has been implementing, since April 1990,
comprehensive import promotion measures in a manner unprecedented in other
major industrial countries, for the purpose of facilitating access of
foreign products into the Japanese markets. Specifically, main pillars of
these measures are the following four:

(i) Introduction of tax incentives for promotion of imports of
manufactured products

(ii) Elimination of tariffs on 1,004 items and reduction of tariffs
on four additional items

(iii) Dispatching of experts in the search for promising products for
exports to Japan and the increase in the budget for import
expansion, including the one for the operation of the Economic
Internationalization Center

(iv) Expansion of the financing scheme for the promotion of
manufactured imports (the Export-Import Bank of Japan) and of
the financing system for the improvement of import facilities
(the Japan Development Bank)

(3) Owing in part to the effects of these import promotion measures,
Japan's imports have continued to increase steadily. For instance, Japan's
imports leaped by about $18 billion from $214.1 billion in FY 1989 to
$232.2 billion in FY 1991. This means that Japan created a new import
market, the size of which is about two times as large as New Zealand's
total imports ($9.5 billion) in 1990.

(4) Starting in FY 1992, the Temporary Law for the Promotion of Imports
and for the Facilitation of Foreign Investment in Japan was enacted (by the
Diet on March 27, 1992) in order to carry out measures to improve foreign
access zones where import-related facilities for cargo, undertakings and
activities will be concentrated at ports, airports and their vicinities.
These measures are aimed at facilitating distribution and business
transactions over imported products and further promoting foreign access to
the Japanese markets.

3. Trade liberalization measures relating to agricultural products

(1) Citrus fruit and beef

As for the import of citrus fruit and beef, which was a long-standing
agricultural trade problem between Japan and the United States, the
following market access improvement measures were being taken despite
domestic difficulties. These measures are based on the results of
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consultations with the countries concerned, and taking into account Japan's
position in the international trade.

(i) Citrus fruits

(a) The import quota of fresh oranges was being increased by 22,000 tons
each year from FY 1988 to FY 1990. The import quota was eliminated
from FY 1991.

(b) The import quota of concentrated orange juice was being increased
from 15,000 tons in FY 1988 to 40,000 tons in FY 1991. The import
quota was eliminated from FY 1992.

(c) The import quotas of single-strength orange juice and orange juice
mixtures were increased by FY 1991. The import quota was eliminated
from FY 1992.

(ii) Beef

The import quota of beef was being increased 60,000 tons each year
from FY 1988 to FY 1990. The import quota was eliminated from FY 1991.

(2) The so-called twelve agricultural products

As for the issue of imports of the so-called twelve agricultural
products such as processed cheese, for which a recommendation was made at
the GATT Council in February 1988, Japan has already implemented the
following measures despite difficult domestic conditions. These measures
are based on the results of consultations with the United States
Government, which was party to the dispute, and taking into account Japan's
position in the international trade.

(i) Processed cheese
The import quota system was eliminated on 1 April 1989.

(ii) Other sugar and sugar syrups (excluding lactose)
The import quota system was eliminated on 1 April 1990.

(iii) Fruit pure and fruit paste
The import quota system on non-citrus fruit pure and paste was
eliminated on 1 October 1988, and that on citrus fruit purée and
paste on 1 April 1990.

(iv) Fruit otherwise prepared or preserved
- Fruit pulp

The import quota system was eliminated on 1 October 1988 for
such fruit pulp as apples, grapes, peaches and, on 1
April 1990, for citrus fruit pulp.
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- Prepared or preserved pineapples
The import quota system was eliminated on 1 April 1990.

(v) Non-citrus fruit juice
The import quota system was eliminated on 1 October 1988 for fruit
juice for infants; on 1 April 1989 for non-citrus juice other than
apples, grapes and pineapples; and on 1 April 1990 for apples, grapes
and pineapple juice.

(vi) Tomato juice, tomato ketchup and tomato sauce
The import quota system was eliminated on 1 July 1989.

(vii) Food preparations n.e.s. consisting mainly of sugar
The import quota system was eliminated on 1 April 1990.

(viii) Beef products
The import quota system on beef products was eliminated by stages on
a product-by-product basis by 1 April 1990.

(ix) Dairy products
The import quota system was eliminated on 1 October 1988 for pasta
and on 1 April 1990 for frozen yogurt, whipped cream in pressurized
containers, ice cream, and concentrated protein products. With
regard to some other products, import opportunities were increased
for three years from FY 1988.

(x) Starch and inulin
A certain import volume is being maintained for the three-year period
from FY 1988.

(xi) Dried leguminous vegetables
The import quota system was eliminated on 1 October 1988 for some of
the products.

(xii) Groundnuts
Import opportunities were increased for the three-year period from
FY 1988.

4. Investment promotion measures

(1) Promotion of foreign direct investment in Japan

Promotion of foreign direct investment in Japan is deemed to
contribute to expansion of foreign enterprises' business opportunities and
be conducive to maintenance of Japan's industrial vigor and diversification
of consumers' lifestyle, while contributing to expansion of imports.
Therefore, the Government of Japan has high expectations on the expansion
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of foreign direct investment in Japan and is implementing the measures
mentioned below.

(i) Issuance of the policy statement on the Openness of Japanese
Investment Policy
The statement was issued in June 1990, clearly stating that Japan
will aggressively promote an open policy concerning international
investment.

(ii) JETRO's business of providing information concerning direct foreign
investment in Japan
Hitherto, Japan External Trade Organization (JETRO) has been offering
such services as the provision of investment-related information,
organization of seminars, and dispatch of missions. Starting in
FY 1991, JETRO has been offering additional services, including
provision of region-to-region investment-related information at its
overseas offices, organization of symposiums for promotion of foreign
investment in Japan, and investment counseling by the investment
advisors.

(iii) Provision of low-interest loans for foreign-affiliated enterprises
Since FY 1985, the Japan Development Bank has been implementing the
scheme to provide low-interest loans for qualified foreign-affiliated
enterprises operating in Japan. In FY 1990, this financing scheme
was expanded drastically, while the similar financing scheme was
newly launched by the Hokkaido-Tohoku Development Finance Public
Corporation.

(iv) Revision of the Foreign Exchange and Foreign Trade Control Law
From the standpoint of further promoting foreign direct investment in
Japan, the Foreign Exchange and Foreign Trade Control Law was
revised, and went into effect from January 1992 with the aim of
making the procedures related to foreign direct investment in Japan
more open and transparent.

(v) Assistance measures for facilitation of foreign-affiliated
enterprises' business activities in Japan
In order to further facilitate foreign-affiliated enterprises'
business activities in Japan, comprehensive measures, including the
institution of preferential tax treatment, reinforcement of financial
support, improvement of infrastructures, and provision of assistance
in ensuring human resources, are scheduled to be implemented in
FY 1992.
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(2) Promotion of overseas direct investment

Overseas direct investment should be pursued on the basis of
voluntary judgment and responsibility on the part of private enterprises.
However, overseas direct investment is deemed to be conducive to
rectification of Japan's external imbalance, and also to the economic
well-being of recipient countries. Therefore, the Government of Japan is
taking diverse measures, including the provision of information and others
as mentioned below, and is extending indirect support, so that overseas
direct investment by Japan's private enterprise will be promoted smoothly.

(i) Assistance measures for overseas investment by JETRO and others
- Investigation of, and provision of information related to,

overseas investment
- Provision of investment consulting service

(ii) Tax credits and financial support
- Reserve Funds to Cover Overseas Investment Losses

The special tax measure to compensate for risks involved in
direct investment in developing countries

- The low-interest loan scheme by the Export-Import Bank of Japan

(iii) Tax credits for overseas contributions
In order to encourage Japanese enterprises to actively promote
volunteer activities, donation activities and others in recipient
countries of their investment as desirable corporate behaviors in
promoting overseas undertakings, the foundation of the Council for
Better Corporate Citizenship (CBCC), initiated by the Japan
Federation of Economic Organization, was approved. This organization
was officially recognized in June 1990 as a special body for the
promotion of public interests which would carry out undertakings, to
which the special tax measures for overseas contribution shall apply,

(iv) Local conferences for facilitation of overseas business operations
From the standpoint of thoroughly disseminating and effectively
implementing the guidelines on desirable corporate behavior in the
conduct expected of overseas business operations, the conferences of
this kind have been organized since FY 1991 with Japanese-affliated
companies abroad taking part.

5. Trade talks with major trading partners

This chapter is intended to clarify the recent trends in Japan's
trade policies by introducing a part of the trade talks with the U.S., EC
and ASEAN member countries. Japan's economic and trade relations with
these partners are becoming increasingly close each year following the
advancement in international trade and globalization of economy. The trend
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is expected to continue in the years ahead. Meanwhile, these trade talks
deal not only with trade in goods, direct investments and trade in service,
but sometimes cover more comprehensive issues also, including regional
economic integration, and in certain cases, various domestic policies
related to trade. From the viewpoint of maintaining and further
strengthening multilateral free trade system, Japan is currently promoting
a series of talks with these trade partners.

(1) United States

Japan-United States Structural Impediments Initiative (SII) talks

(i) The governments of Japan and the United States initiated, in
September 1989, the Structural Impediments Initiative (SII) talks to
identify and solve structural problems in both countries that stand as
impediments to adjusting trade and international balance of payments.

(a) Japan's structural problems, as recognized as such and taken up by
the U.S. side, are the following six items:

- Saving and investment patterns
- Land use
- Distribution system
- Pricing mechanisms
- Keiretsu relationships
- Exclusionary business practices

(b) The United States' structural problems, as recognized as such and
taken up by the Japanese side, are the following seven items:

- Saving and investment patterns
- Corporate investment activities and productive capability
- Corporate behavior
- Government regulations
- R&D
- Export promotion
- Training and education of labor force

The governments of Japan and the United States issued the Final
Report on the SII talks in June 1990 and stated their belief that this
report was a historic document containing significant and broad-range
efforts and measures that represented substantial progress to address
structural problems, that the SII process would benefit other countries and
the global economy generally, in addition to its beneficial effects on the
U.S. and Japanese economies.
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(ii) SII follow-up meeting

As the result of the three SII follow-up meetings held in
October 1990, January 1991, and May 1991, both governments issued in
May 1991 the first annual follow-up report, the main points of which are as
follows:

(a) Measures taken by the Japanese side

- Saving and investment patterns
Measures taken in the FY 1991 budget, etc.

- Land use
Imposition of the identical tax on agricultural land within
urbanization areas of major metropolitan areas with the one on
residential land and other reforms of the taxation system on
land

- Distribution system
Improvement of infrastructures related to distribution,
revision of the Large-Scale Retail Store Law, etc.

- Exclusiona.ry business practices
Enhancement of the Antimonopoly Act and its enforcement,
measures addressed by the Third Provisional Council for the
Promotion of Administrative Reform, etc.

- Keiretsu relationships
Survey by the Fair Trade Commission, revision of the Foreign
Exchange and Foreign Trade Control law, deliberations by the
Legislative Council on measures to expand the rights of
stockholders, etc.

- Pricing mechanisms
Implementation of the second Japan-United States joint survey
of prices

(b) Measures taken by the U.S. side

- Saving and Investment patterns
Reduction of budget deficits, efforts to encourage
private-sector savings, etc.

- Corporate investment activities and productive capacity
Maintenance of unregulated overseas direct investment, etc.

- Corporate behavior
Encouragement of corporate behavior based on long-term
perspectives, etc.

- Government regulations
Relaxation of the export control systems, including the COCOM,
etc.
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- R&D
Expansion of the federal government budget, introduction of the
metric system, etc.

- Export promotion
Implementation of programs for the promotion of exports,
particularly those to Japan, etc.

- Training and education of labor force
Enhancement of quality of elementary and secondary education,
etc.

(iii) Reinvigoration of the Japan-United States SII talks

In the Global Partnership Plan of Action (Part II), issued on the
occasion of President Bush's official visit to Japan in January 1992, both
governments agreed to reinvigorate the SII talks as stated below:

"The two governments intend to reinvigorate the SII through
strengthening policy initiatives including new commitments to address the
aspects of the business environment of both countries that might impede
structural reform including market access, foreign investment and
competitiveness, while fulfilling the commitments outlined in the Joint
Report of June 1990."

Action Plan

On the occasion of U.S. President Bush's official visit to Japan in
January 1992, the Prime Minister of Japan and the President of the United
States, recognizing that a smooth and sound management of
Japan-United States economic relations based on free-trade principles is
vital not only for the two countries but for the world economy as a whole,
released the Global Partnership Plan of Action (Part II: Economic and Trade
Relations).

The aforementioned Action Plan incorporates specific measures which
should be implemented through mutual cooperation by the two governments in
order to maintain and manage the bilateral economic relations smoothly.
The measures cover a total of 13 areas - the Uruguay Round, Japan-U.S. SII
talks, private-sector business cooperation/expansion of trade and
investment, computer procurement, paper products, sheet glass,
semiconductor, standards and certification, government procurement,
financial market, legal service, policy dialogue, and automobiles and auto
parts. At present, efforts are being made in both countries to carry out
specific measures in each area with the cooperation of related industries.

The measures incorporated in the Action Plan and the outcomes of
their implementation are made to apply not only to the United States but
shared equally among other foreign countries, in principle. The Government
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of Japan considers it extremely important to carry out in earnest the
measures incorporated in the Action Plan from the standpoint of promoting
smooth economic relations not only with the United States but with other
foreign countries.

Computer procurement

(i) Developments

At a meeting of the Japan-United States Trade Facilitation Council in
October 1990, the U.S. side requested that a greater transparency be
ensured regarding the procedures of Japanese Public Sector procurements of
foreign computer products and services. Responding to the request, the
Japan-U.S. expertise meetings on Computer have been continued since
January 1991. The meeting was finished on the occasion of President Bush's
visit to Japan in January 1992, and the implementation of the "Measures
Related to Japanese Public Sector Procurements of Computer Products and
Services" was incorporated in the Global Partnership Plan of Action. On
the 20th of the same month, the Government of Japan decided the Measures.
Japanese Ambassador to the United States Murata and U.S. Trade
Representative Carla Hills exchanged a letter that specified the
implementation of the Measures. The Measures became effective on April 1st
with respect to procurements of computer products, and will be effective on
October 1st with respect to procurements of computer services.

(ii) Aim

The latest measures reconfirm Japan's commitment to the spirit of the
GATT Agreement on Government Procurement as well as the policy of the 1985
Action Program for Improved Market Access which is based on competition
contract and aimed at reducing the number of single tenderings. Coupled
with continuous efforts by foreign computer manufacturers, these measures
are intended to help expand the procurements of competitive foreign
computer products and services.

The Measures are being implemented as the result of the bilateral
negotiations with the United States, but they are intended to be applied
generally to all foreign computer manufacturers.

(iii) Contents of the Measures

(a) These measurers apply to the procurement contracts of computer
products and services by the administrative organizations and all the
special public corporations (including the organizations that are not
included in the GATT Agreement on Government Procurement) above the
threshold of 100,000 SDRs. (Products or services with the value
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lower than the standard stipulated by the GATT agreement were also
voluntarily included.)

(b) In order to ensure a greater transparency in procurement procedures,
uniform equal access to pre-solicitation information, neutral
formulation of specifications, establishment of training programs
related to specifications-formulation, appropriate countermeasures
against unfair bids, public disclosure of plans to introduce computer
products and services that exceed 800,000 SDRs as early in the
Japanese fiscal year as possible, and other measures has been taken.

(c) Based on the measures, the Procurement Examination Committee was set
up as a neutral bid protest system in April 1992, with the Office of
External Affairs of the Prime Minister's Office serving as its secretariat.

Semiconductors

The 1986 Japan-United States Semiconductor Arrangement expired at the
end of July 1991. After consultations between the two governments over the
proposed conclusion of a new Arrangement, the new Arrangement was agreed
upon and was put into effect, starting on August 1, 1991.

The current Arrangement is designed to promote free trade of
semiconductors on the basis of market principle and in tandem the condition
of competitiveness of each country's industry, as well as various GATT
rules. It specifies measures concerning market access to the Japanese
market and dumping that would cause damage.

As regards the evaluation of the progress in market access stipulated
in the arrangement, it was agreed that design-ins, progress of long-term
relationships and elements other than the market share shall be taken into
consideration to make a comprehensive evaluation. As for the market share,
the Government of Japan recognizes the U.S. industry's expectations that
the share of foreign-made semiconductors in the Japanese market will grow
to more than 20 per cent by the end of 1992. But the Arrangement states
clearly that the two Government agree that this is neither a guarantee, a
ceiling nor a floor on the foreign market share, and specifies that the
improvement of the market share for foreign-made semiconductors depends on
the factor of competitiveness, efforts by the Governments of Japan and the
United States and the parties concerned, and other factors independent of
these efforts.

Measures to expand market access into the Japanese market apply not
only to U.S. semiconductors but to all the other foreign semiconductors.
Therefore, foreign suppliers other than those of the U.S. are entitled to
make a full use of the increased market access opportunities and to benefit
from them.
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Under the Arrangement, a steady progress has been made regarding
design-ins of foreign semiconductors and establishments of long-term
relationships between Japanese companies and foreign suppliers. Under the
new arrangement, it was agreed upon to use two different methods to
calculate market share for foreign semiconductors. In the first quarter of
1992, the share was 14.6 per cent under according to Formula 1 and
16.6 per cent according to Formula 2.

As for measures against dumping, the new Arrangement abolished the
government's monitoring for the prevention of dumping, like the one
specified in the 1986 arrangement, concerning exports both to the
United States and the third countries. Instead, the latest Arrangement
specifies that to voluntarily prevent dumping exports, Japanese enterprises
collect, store and control data on the prices and costs of their
semiconductors for exports, and that these date be promptly submitted to
the U.S. Department of Commerce in case the Department of Commerce
initiates an investigation into suspected dumping acts.

As regards dumping in third countries, measures related to the
utilization of Article 12 of the GATT Anti-Dumping Code have been taken so
that the interests of third countries would not be harmed.

Auto parts

Regarding auto parts, discussions have been made intensively within
the framework of the Japan-United States MOSS (market-oriented,
sector-selective) follow-up talks on auto parts in order to create and
improve an environment conducive to the expansion of smooth business
opportunities between Japan's automakers and foreign enterprises, including
U.S. auto parts suppliers. Efforts will be continued to promote the
market-oriented cooperation plan (MOCP) designed to expand the
opportunities of business transactions over auto parts.

The MOCP incorporates the cooperation between the Japanese and U.S.
industries at the stages of development and design (known as design-in),
formulation of enterprises' voluntary plan to expand purchases of foreign
auto parts, implementation of investigation into prospective foreign
sources of supplies, participation in trade fairs, etc.

On the occasion of President Bush's visit to Japan in January 1992,
the Japanese automobile industry unveiled a target plan to expand purchases
of auto parts from U.S. suppliers from 9 billion dollars in FY 1990 (actual
results) to 19 billion dollars in FY 1994, on the premise that U.S. auto
parts suppliers do their maximum efforts.
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The Fair Trade Commission launched in March 1992, an investigation
into the field of automobiles from the standpoint of competition policy
within the framework of the SII talks.

Paper Products

(i) Development/Aim

At the meeting of the Japan-U.S. Trade Council in October 1990, the
U.S. side expressed concern over a market access for foreign paper
products. Since January 1991, an expert meeting had been held three times
to discuss the issue. In the Action Plan issued on the occasion of
President Bush's visit to Japan in January 1992, it was stated that (a) the
Governments of Japan and the United States would reach accords on measures
to substantially increase market access for foreign firms exporting paper
products to Japan and (b) the Japan Fair Trade Commission would initiate a
survey on conditions in the paper sector from competition policy
perspective, both by the end of March of that year. In response to the
Action Plan, the Fair Trade Commission launched the aforementioned
investigation, while the governments of Japan and the United States decided
to take the Measures to Increase Market Access in Japan for Foreign Paper
Products on April 5.

The Measures specify that the governments of both Japan and the
United States will take their respective steps autonomously over the period
of five years consistent with established principle of the GATT and from
the global standpoint based on the spirits of the Tokyo Declaration. The
Measures are also significant in that they were the first specific outcome
of the Plan of Action in the Tokyo Declaration. Moreover, the measures
Japan will implement are open to third countries, and the effects of the
increased market access will be equally shared by third countries.

(ii) Outline of the Measures

(a) Measures taken by the Government of Japan

- Encouragement for the major paper producers, distributors,
printers and converters to establish internal Antimonopoly Act
compliance programs

- Encouragement and assistance for promotion of buyer-supplier
relationship

- Encouragement for the major paper distributors, printers,
converters and corporate users to establish purchasing
guidelines

- Encouragement for the major paper distributors, printers,
converters and corporate users to make efforts to increase
their imports
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- Policy assistance for foreign paper producers in import
incentives and foreign direct investment in Japan, etc.

(b) Measures taken by the Government of the United States

- Encouragement to respond to the requirements of the Japanese
users and distributors in terms of quality, standards,
delivery, etc., as well as efforts to understand the Japanese
business environment

- Encouragement to develop business relationships with Japanese
paper distributors, converters, printers, and corporate users

- Encouragement to increase sales in the Japanese market
- Making available the U.S. Department of Commerce's export

promotion programs to U.S. paper producers, etc.

(2) European Communities

(i) The joint EC-Japan Declaration and other initiatives

On July 18, 1991, the Joint EC-Japan Declaration emphasizing the
growing closeness of their relations and enhanced report was issued on the
occasion of the first annual Summit meeting between the Prime Minister of
Japan and the President of the European Council and the President of the EC
Commission held in The Hague. The Declaration also stressed the need for
continued efforts by both sides to build their global partnership, making
it in every way an equal partnership beneficial to both.

It is important that both Japan and the EC follow up the Japan-EC
Joint Declaration. Japan and the EC must work together in good faith to
maintain the multilateral free-trade system on the basis of the rules to
which both ascribe: "sound competition" and "constructive cooperation".
The EC, for its part, should strive to enhance its industrial
competitiveness, and enhance, and give increasingly concrete expression to,
European interest in the Japanese market. Japan, for its part, must, above
all, increase its efforts to attain economic growth increasingly fueled by
domestic demand. Both Japan and the EC must be even more firmly committed
to strengthening their cooperative relationship as a global partnership.

The trade imbalance between Japan and the EC stems in large part from
the imbalance in the interest each shows in other as a market. Japan hopes
that the EC will see the Japanese market in a positive way, appreciating
both its openness and its value as the third largest market in the world,
and that EC companies will make significant inroads into Japanese markets.

In this respect, Japan welcomes and supports initiatives recently
taken by the EC Commission and its Member States to promote their exports
to Japan: in particular, EXPROM campaign by the EC Commission, "Opportunity
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Japan" and "Priority Japan" campaigns by Great Britain and "Le Japon, c'est
possible" campaign by France.

(ii) The Single European Market

As for The Single European market, Japan welcomes the coming of the
single European market, as it will strengthen the EC economy by fostering
growth and encourage Europe, Japan and the United States to work harder
together to contribute to world economic growth and development, while
engaging in fair and healthy competition with one another. A more
resilient EC economy will enable the world economy to grow through sound
competition and constructive cooperation. For this to happen, however, it
is essential that the integrated market remain open to those outside its
boundaries. Particular concerns are raised relating whether or not foreign
companies will be at a disadvantage with regard to banking, mergers and
acquisitions and government procurement.

(3) Relations with ASEAN

(i) Regional Integration

The Asia-Pacific region, centering on Asian NIEs and the ASEAN member
countries, has achieved a high economic growth rate by international
comparison in recent years. Especially, each of the ASEAN countries has
enhanced the living standard and social resilience in a way to contribute
to its political stability. Maintenance and further development of the
economic dynamism in this region is deemed conducive to the stability and
economic development not only for this region but for the entire world.

At the latest ASEAN summit conference, an agreement was reached to
create the ASEAN Free Trade Area (AFTA). Japan recognizes that efforts to
reinforce the economic relations within the ASEAN region will lead to the
prosperity of the entire world, given the importance of ASEAN as a
stabilizing factor in the Asia-Pacific region. From this standpoint, Japan
is hoping that the proposed creation of AFTA would contribute to
maintenance and reinforcement of the multilateral free-trading system, as
well as to the further development of not only the ASEAN region but the
world economy.

Japan basically feels that any regional cooperation should be open to
other countries or regions and that it is important for such regional
cooperation to take into consideration the following three factors:

(a) that it should not be of such exclusionary or discriminatory nature
as to lead to the formation of regional economic blocs;
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(b) that it should correspond to the multilateral trading system,
centering on GATT, and be conducive to its maintenance and
reinforcement; and

(c) that due consideration be paid to the interests of third countries
(non-member countries) concerning trade and investment.

(ii) Trade with Japan

Trade between Japan and ASEAN had remained on a downtrend since the
outset of the 1980s, due in part to a decline in prices of primary products
including petroleum. Since 1987 and to date, however, trade has remained
on an expansionary trend. Against the backdrop of such an expansion of
trade are the appreciation of the yen, Japan economic management policy
with emphasis on expansion of domestic demand, a progress in the horizontal
division of labor between Japan and ASEAN, and efforts to expand trade on
the part of both Japan and ASEAN, while continuously taking into
consideration the ASEAN countries' concerns.

6. Strengthening of deterrence and executing power of Antimonopoly Act
and other related measures

(1) With economic activities becoming increasingly globalized, it has
become one of the major challenges for Japan to make the Japanese market
internationally more open and to realize a truly high standard of living by
ensuring the interest of consumers in general. In meeting this challenge,
it has become more important to promote fair and free competition among
both domestic and foreign entrepreneurs, and the role to be played by
competition policy has taken on even greater significance. From this point
of view, the Fair Trade Commission, responsible for the execution of
competition policy, is endeavoring to appropriately implement competition
policy by taking strict actions against violations of the Antimonopoly Act,
trying to strengthen its deterrence, increasing the transparency of the
enforcement of the Act, and reviewing the systems of governmental
regulations and of exemption from the application of the Antimonopoly Act.

(2) Japan's competition policy is implemented by enforcing the
Antimonopoly Act (Act Concerning the Prohibition of Private Monopoly and
the Maintenance of Fair Trade) as its central means to promote free and
fair competition and to develop an environment in which the market
mechanism can effectively function under a market economy system based on
the Constitution of Japan.

The Antimonopoly Act is a law instituted in 1947 aiming to promote
free and fair competition and thereby to promote the wholesome developments
of the national economy as well as to assure the interests of consumers in
general by prohibiting private monopoly, unreasonable restraint of trade
(cartel) and unfair trade practices and by preventing the excessive
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concentration of economic power. The Fair Trade Commission is established
as a body responsible for the enforcement of the Antimonopoly Act, and the
Commission, as an independent administrative commission consisting of a
Chairman and four Commissioners, is empowered to exercise its authority
independently without being subject to any direction or supervision by
others with respect to the enforcement of the Act.

(3) The Fair Trade Commission investigates alleged violation of the
Antimonopoly Act on the basis of reports from general consumers or
entrepreneurs or information it has learned on its own and, if violation is
detected, can order the entrepreneur or the trade association violating the
Antimonpoly Act to take a measure to cease and desist such violation. This
cease-and-desist order is issued in the form of a decision, which is an
administrative disposition. Before a decision is given, in order to assure
opportunities for the party who would be subject to the disposition to
state its views, and to ensure the justice of the disposition, a hearing
procedure, which is similar to judicial proceedings, is taken. However, if
the result of investigation indicates violation, a cease-and-desist measure
may be recommended to the offender without initiating a hearing procedure
and, if the offender accepts the recommendation, a decision to the same
purport as the recommendation (recommendation decision) will be given.
Most cases are disposed of by this procedure. If the offender refuses to
accept the recommendation, a decision will be given after going through a
hearing procedure (hearing decision). If, in the process of the hearing
procedure, the respondent admits the fact of violation and the
applicability of the Act and submits a written plan of its cease-and-desist
measure and if the plan is deemed appropriate, the Commission can give a
decision to the same purport (consent decision).

Regarding a cartel pertaining to prices or a cartel affecting prices
among violations of the Antimonopoly Act, the entrepreneur or the
constituent entrepreneurs of the trade association having formed such a
cartel shall be ordered to pay a surcharge in addition to taking the
aforementioned cease-and-desist measure. The imposition of the surcharge
is an administrative measure ordering the payment to the national treasury
of an amount calculated by a certain formula in order to ensure the
effectiveness of the provisions prohibiting cartels by authorizing the
national government to collect the economic gains achieved by the cartel.

Besides these administrative measures, in order to deter violations
of the Antimonopoly Act, some specified conducts in violation of the
Antimonopoly Act including private monopolization, unreasonable restraint
of trade (cartel) and restraint of competition by a trade association are
made criminal offenses subject to criminal penalties.

Furthermore, any entrepreneur having been engaged in private
monopolization, unreasonable restraint of trade (cartel) or unfair trade
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practice is subject to absolute liability to the parties having suffered
from its conduct, and if any lawsuit claiming a damage remedy is instituted
under related provisions of the Antimonopoly Act, the court is required to
seek the opinion of the Fair Trade Commission regarding the amount of
damage resulting from violation. Any suffering party can also institute a
damage remedy suit against violation of the Antimonopoly Act under
Article 709 (Tort) of the Civil Code.

(4) Whereas the Fair Trade Commission has been strictly executing
competition policy under this system, it is trying to strengthen its
functions by taking the following measures in response to the further
increase in the importance of competition policy in recent years.

Strict actions and strengthening of deterrence against violation of
Antimonopoly Act

(i) Rigorous enforcement against violation of Antimonopoly Act
The Fair Trade Commission investigates alleged violation of the
Antimonopoly Act, and if violation is detected, the Commission takes
a measure, such as issuing a recommendation, to eliminate violation.
Reflecting the strengthening of the investigating system, among other
things, in recent years, the number of recommendations given
increased from six in FY 1988 and seven in FY 1989 to 22 in FY 1990
and 30 in FY 1991.

(ii) Public announcement of formal actions and warnings
With a view to further strengthening the deterrent effect, preventing
similar violation and ensuring the transparency of measures taken,
the Fair Trade Commission publishes the contents of all the formal
actions it takes, including recommendations to eliminate violation
and surcharge payment orders relating to cartels, and also publishes
all warnings other than exceptional cases.

(iii) Consultation and complaint from foreign firms
The Fair Trade Commission established the Consultation and Complaint
Section for Foreign Firms in June 1990, and has dealt with
consultations and complaints from foreign firms concerning the
Antimonopoly Act in a prompt and adequate manner. 19 consultations
and complaints were received by the end of May 1992.

(iv) Strengthening of the investigation system
As a part of the measures to strengthen its executive power against
violation of the Antimonopoly Act, the Fair Trade Commission has been
expanding and strengthening its investigation system. The number of
personnel assigned to the investigation department was increased from
129 in FY 1989 to 178 (an increase of approximately 40 per cent) in
FY 1992.
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(v) Increasing the level of surcharges
Regarding the increasing the level of surcharges imposed against
cartels, an act to amend the Antimonopoly Act mainly to, in
principle, quadruple the rate of calculating the amount of surcharge
from 1.5 per cent of the sales proceeds of goods covered by the
cartel to 6 per cent passed the Diet in April 1991 and took effect on
July 1.

(vi) Resorting to criminal penalties
In June 1990, the Fair Trade Commission announced its policy to
actively file accusations in order to seek criminal penalties against
vicious and serious cases which are considered to have wide spread
influence on people's living, and in January 1991, established
"Liaison Meeting on Criminal Accusations" between the Public
Prosecutor's Office and the Fair Trade Commission as a forum to
exchange views and information, when seeking accusation, with public
prosecutors regarding specific problems involved in individual cases.

Regarding the case of a price cartel for polyvinyl chloride stretch
films for industrial use, the Fair Trade Commission considered it
deserving indictment according to the aforementioned policy, and in
November and December 1991 filed accusations with the Public
Prosecutor General against eight companies manufacturing such films
and 15 executives and employees, who were involved in that case.

(vii) Tightening of criminal penalties
In order to enhance the overall deterrent effect against antimonopoly
violations, a bill to amend the Antimonopoly Act was submitted to the
Diet in March 1992 to raise the upper limit of the criminal fines
against firms and the like from the current 05 million to
0100 million on offenses of private monopolization, unreasonable
restraint of trade, etc.

(viii) Utilization of damage remedy system
In order that the damage remedy system can be effectively utilized
concerning antimonopoly violations on which the Fair Trade
Commission's decisions have become final and conclusive, the Fair
Trade Commission has been taking the following measures.
- On the basis of a report by the "Study Group on Damage Remedy

System under the Antimonopoly Act" (published in June 1990),
with a view to more effective utilization of the damage remedy
system concerning antimonopoly violations as deterrent to such
violations, the Commission formulated and published in May 1991
concrete standards for submitting materials and data and the
like to the court which may be necessary to prove the existence
of violation and damage, and decided to take steps in
accordance with those standards.
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- "The Study Group on the Methodology for Calculation of Damage
Caused by Antimonopoly Violations" studied lines of thinking
regarding the reinforcement of the Fair Trade Commission's
opinion to be submitted to the court upon request concerning
the amount of damage, and submitted a report in May 1991. The
Fair Trade Commission decided to refer to this report in
submitting its specific opinion to the court from then on.

Ensuring transparency of Antimonopoly Act enforcement and formulation
of Guidelines

The Fair Trade Commission, with a view to securing transparency of
the enforcement of the Antimonopoly Act, issued the "Antimonopoly Act
Guidelines concerning Distribution Systems and Business Practices"
(Guidelines) in July 1991. The Guidelines aim to contribute to deterring
violations of the Antimonopoly Act and encouraging appropriate business
activities, by means of providing guidance on the Antimonopoly Act with
regard to distribution systems and business practices, and thus, ensuring
the understanding on the part of domestic and foreign firms, trade
associations and consumers, etc. The Guidelines are applied to both
domestic and foreign firms without discrimination. In formulating the
Guidelines, the Commission took the procedure of disclosing the draft to
organs concerned both in and out of Japan and hearing their opinions.

The Guidelines consist of three parts: Part I "The Antimonopoly Act
Guidelines Concerning the Continuity and Exclusiveness of Business
Practices among Firms"; Part II "The Antimonopoly Act Guidelines
Concerning Transactions in the Distribution"; and Part III "The
Antimonopoly Act Guidelines Concerning Sole Distributorship".

Part I, keeping in mind producer-user transactions relating to
producer goods and capital goods, describes the Commission's enforcement
policy of the Antimonopoly Act primarily on business practices effected to
create or enhance continuous transaction relationships or conducted on the
strength of such relationships, which may result in hindrance of new
entries of firms into a market or exclusion of existing ones from the
market, chiefly from the viewpoint of regulations of unreasonable restraint
of trade and unfair trade practices.

Part II, keeping in mind manufacturer-distributor transactions
relating to consumer goods, describes the Commission's enforcement policy
of the Antimonopoly Act on restrictions which manufacturers may impose on
their distributors and on abuse of retailers' dominant bargaining position
vis-a-vis their suppliers, from the viewpoint of regulation of unfair trade
practices.
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Part III describes the Commission's enforcement policy of the
Antimonopoly Act on sole distributorship, regardless of types of goods.

The Fair Trade Commission, at the publication of the Guidelines,
issued its statement that the Commission would endeavor to disseminate
these Guidelines and vigorously enforce the Antimonopoly Act in accordance
with the Guidelines, and continues to implement such policy.

After the issuance of the Guidelines, firms have actively addressed
to establishing internal Antimonopoly Act compliance programs, making
reference to the Guidelines, and the Fair Trade Commission has supported
such voluntary efforts.

Review of the systems of governmental regulations and of the
exemptions from the application of the Antimonopoly Act

With a view to furthering utilization of the market mechanism, it has
become the task of the Japanese Government to review the systems of
governmental regulations, under which the government controls the freedom
of economic activities by firms in certain fields of industry, and the
systems of the exemptions from the application of the Antimonopoly Act,
under which the acts of entrepreneurs and the like in specific fields are
exempted from the application of prohibitive provisions in the Antimonopoly
Act, from the standpoint of limiting such regulations or exemptions to the
necessary minimum on the basis of changes in economic situation.

With an eye to meeting this challenge, the third Provisional Council
for the Promotion of Administrative Reform, established in 1990 as an
advisory body to the Prime Minister, studied such issues as the relaxation
of economic regulation in areas having close bearings on people's everyday
life and a review of the systems of the exemptions from the application of
the Antimonopoly Act, etc. as part of its review of official control, and
presented its report in June 1992. Regarding economic regulation, the
report proposed: in the competitive industries, the regulation of new
entries and facilities from the viewpoint of adjusting the demand-supply
balance should be reviewed in the direction of its abolition at the
earliest possible opportunity within ten years in principle, and the
control of prices should be reviewed in the direction of easing it or
increasing its flexibility without excluding the possibility of abolition,
etc. Concerning the systems of the exemptions from the application of the
Antimonopoly Act, the report proposed that the Antimonopoly Act exempted
cartel systems (or the like) under individual laws should be reviewed from
the viewpoint of limiting such exemptions to the necessary minimum, and a
conclusion should be reached by the end of FY 1995, etc.
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The Fair Trade Commission has already been addressing this issue as
one of the priority aspects of competition policy.

In this connection, regarding the exemptions from the application of
the Antimonopoly Act, reviews by the ministries and agencies concerned are
in progress. For instance, in FY 1991, 28 exempted cartels were abolished,
and a proposal was made to abolish by FY 1995 the equipment limiting
cartels of the textile industries in accordance with provisions of Law
Concerning the Organization of Small and Medium Enterprises Organizations.
The Fair Trade Commission reviewed the systems of the exemptions from the
application of the Antimonopoly Act pertaining to the resale price
maintenance, over which it has regulatory authority.

o Research on six major corporate groups

Certain aspects of economic rationality of Keiretsu relationships
notwithstanding, there is a view that certain aspects of Keiretsu
relationships also promote preferential group trade, negatively affect
foreign direct investment in Japan, and may give rise to anti-competitive
business practices. The Fair Trade Commission takes measures in its
competition policy and enforces the Antimonopoly Act strictly, so that
business transactions among companies with the background of Keiretsu
relationship would not hinder fair competition and thereby have an
exclusionary effect on foreign firms attempting to export, market or invest
in Japan.

As part of such measures, the Fair Trade Commission, in order to
grasp actual conditions of corporate groups, conducted a research on
interlinkage among member companies and intra-group transactions within the
six major corporate groups. The result of the research, which covered
mainly FY 1989, was published in February 1992. The outline of the research
is as follows:

(i) Notwithstanding variance among the six major corporate groups,
relations among group firms are, on the whole, not strong in terms of
stock holdings and dispatch of executives, and moreover, these
relations are growing weaker. Also, intra-group transactions account
for just 7.28 per cent of the group firms' aggregate sales, and

6The Fair Trade Commission had independently held a study group consisting of scholars
and other experts, and in July 1991 the study group published a report which contained the
results of its deliberation. Among the proposals in the report, based on the recognition that
the existing exemption systems and their administration should be reviewed, are limited use
of the exemption cartel systems, including discontinuance of cartels whose effectiveness as a
policy tool seems doubtful, and fundamental review of the exemption systems for resale price
maintenance including the possibility of withdrawing commodity designations.
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8.10 per cent of their aggregate purchases.
illustrate that transactions between group firms
are widely conducted and that intra-group
considerably less frequent than in the FY 1981
sales, and 11.7 per cent for purchases).

These percentages
and outside firms
transactions are

(10.0 per cent for

(ii) However, in consideration that the six major corporate groups'
position in the Japanese economy is as large as it used to be, and
that each of them comprises of leading firms in a wide range of
industries, it is necessary, from a viewpoint of competition policy,
to conduct regular surveys on the actual conditions.
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PART C. BACKGROUND AGAINST WHICH THE ASSESSMENT OF TRADE POLICIES ARE
CARRIED OUT

I. EXTERNAL ECONOMIC ENVIRONMENT

1. Trends of international balance of payments

(1) General situation

Japan's export-import structure, as reflected in the increase in
imports of merchandise goods and local production since the large-scale
adjustment of exchange rates toward a much stronger yen in accordance with
the Plaza Accord of 1985, has been steadily changing from the previous
pattern in which it was considered easy for exports and difficult for
imports to increase. As a result, the proportion of Japan's current
account surplus to GNP has consistently declined after recording
4.2 per cent in 1986, coming down to 2.0 per cent in 1989 and further to a
significantly low level of 1.2 per cent in 1990, though there were some
transient factors including gold imports for investment purposes and a
rapid rise in oil prices in 1990.

In 1991, the surplus doubled on a year-to-year basis to a high level
(of $72.9 billion) owing to the disappearance of the transient factors
which had arisen in 1990 and improved terms of trade ensuing from the
appreciation of the yen, but its proportion to GNP was no more than
2.1 per cent. Therefore, Japan's current account surplus can be regarded
as having maintained a basically stable tone, standing at around 2 per cent
of GNP since 1989, except for temporary fluctuations.

(2) Progress of yen's appreciation and exports-imports in the second half
of 1980s

The compression of the international balance surplus, which had
progressed until 1990, was mainly due to a substantial expansion of
imports. The annual growth rate of the value of customs-cleared imports
during the five-year period from 1986 through 1990 averaged 16.7 per cent,
far surpassing the 8.2 per cent growth rate of exports. This steep rise in
imports was attributable to a remarkable increase in the purchases of
foreign manufactured goods, resulting from the growing appreciation of the
yen since the Plaza Accord of September 1985, which was accompanied by
improved access to the domestic market and structural adjustment efforts
including deregulation, on top of the steady domestic demand-pulled growth
of the Japanese economy after emerging from the recession in 1986 induced
by the strong yen. The average annual growth rate of manufactured imports
during the five years (1986-1990) reached 22.3 per cent, and the share of
manufactured goods in the total sum of imports sharply rose from
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31 per cent in 1985 to 49 per cent by 1988, followed by a steady level of
around 50 per cent.

In a geographical analysis of the export-import trends from 1985
through 1990, exports to the EC and Southeast Asia grew about 2.5 times
over the five-year period, or by an average of around 20 per cent per year,
and exports to the U.S. increased about 1.4 times over the same period or
by a yearly average of around 7 per cent. Among exports to the EC,
chemical products and general machinery, and among exports to Southeast
Asia, general machinery and electrical machinery registered substantial
growths. To look at import trends next, those from the U.S., Southeast
Asia and the EC all manifested steady upswings. Imports from the U.S. and
Southeast Asia roughly doubled from 1985 through 1990, or grew by more than
10 per cent on an annual average. Imports from the EC, mainly comprising
machinery and equipment, approximately quadrupled over the same period, or
increased by about 30 per cent on a yearly average.

The Japanese currency quickly appreciated from the dollar parity of
0238.5 in 1985, and reached a rate of 0128.2 to $1 in 1988, but the trend
was reversed after that, and the dollar equivalent was 0138.0, 0144.8 and
0134.7 in 1989, 1990 and 1991, respectively. To trace the growths of
exports and imports in those years on a volume basis, the growth of
exports, after markedly slowing down in 1986 and 1987 (-0.6 per cent and
0.3 per cent, respectively), recovered one-digit percentage levels from
1988 on (5.1 per cent in 1988, 3.8 per cent in 1990 and 3.0 per cent in
1991). The growth of imports, meanwhile, registered high rates close to
10 per cent from 1986 on and reached a record 16 per cent in 1988, but
slowed down to one-digit levels in and after 1989 (7.5 per cent in 1989,
5.8 per cent in 1990 and 3.0 per cent in 1991), suggesting a close link
between the exchange rate fluctuations and the export-import trends.

(3) Expanded surplus in 1991

Japan's current account surplus in 1991 stood at $72.9 billion, up
$37.1 billion over the previous year. This was mainly due to an expansion
of the trade surplus (on the IMF basis, up $39.5 billion over the year
before).

Causes for the increase in trade surplus on the IMF basis can be
broadly broken down into two factors. One was a decrease in the gold
imports for gold investment accounts, which are not counted on the customs
clearance basis, and the other, an increase in the trade surplus itself on
the customs clearance basis.

Gold imports for investment purposes in FY 1991 decreased by
$12.8 billion from the preceding year. This decrement corresponds to about
one-third of the $39.5 billion increase in trade surplus on the IMF basis.
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Meanwhile, the trade surplus on the customs clearance basis, not
including gold imports for investment purposes, increased by $25.6 billion
over the same period, mainly owing to fluctuations in transient or nominal
factors including:
(1) a rise in export prices (by 6.5 per cent) reflecting the yen's
appreciation and a general increase in the value added of export items;
(2) a drop in import prices (by 2.1 per cent) due to the declined price
levels of crude oil and other primary goods among other things, and
(3) a sharp fall in high-priced imports including paintings and
automobiles.

In terms of volume, exports and imports in 1991 increased more or
less equally, both by 3 per cent over the year before. To compare them
without counting mineral fuel imports, which varied irregularly in
connection with the petroleum tax issue, imports grew more than exports, by
3.9 per cent.

(In $100 million)

FY 1990 FY 1991 Increment
(1991 - 1990)

Current account surplus 358 729 371
Trade surplus (on IMF bases) 635 1030 395

Major contributors to surpluses

Surplus increase Contribution to
attributable to current account

the factor surplus increase in %

(1) Decrease in gold imports for investment $12.8 billion 35%
(2) Export price rise reflecting strong yen, etc. $18.6 billion 50%
(3) Fall in crude oil prices $4.9 billion 13%
(4) Decrease in importation of paintings, cars $4.1 billion 11%
(5) Variation in transfer payments due to Gulf crisis $6.8 billion 18%

(4) Recent trends of exports-imports (on customs clearance basis)

The growth of the export volume was more or less leveling off
(compared with the corresponding periods of the preceding year) in recent
quarters, registering growth rates of 3.3 per cent in July-September 1991,
3.7 per cent in October-December, 2.8 per cent in January-March 1992 and
2.1 per cent in April-May. No export drive is witnessed in the overall
situation up to date (May 1992).
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The growth of the import volume (over the corresponding periods of
the preceding year) has been slowing down since the July-September quarter
of 1991 (2.6 per cent in July-September 1991, 1.8 per cent in
October-December, -0.7 per cent in January-March 1992 and 2.0 per cent in
April-May). This, however, was partly due to the irregular variation of
mineral fuel imports, and the import volume excluding them showed a
relatively steady trend (up 2.2 per cent in October-December 1991, up
2.5 per cent in January-March 1992 and up 5.0 per cent in April).

Changes were witnessed, however, in the itemized breakdown of imports
between the first and second halves of the year. Thus, until mid-1991, the
importation of high-priced goods significantly decreased, reflecting a fall
in asset value, and consumer durables constituted the core of decreased
import items. Toward the end of the year, however, production of capital
goods such as metals and chemical products, reflecting slowdown of the
productions in the mining and manufacturing industries due to their
inventory adjustment, showed heavy declines.

(5) Basic trend of current account surplus and future actions

The proportion of the current account surplus to GNP expanded from
1.2 per cent in 1990 to 2.1 per cent in 1991, but the ratio, after
adjusting for unusual factors including the gold imports for investment
purposes and oil price fluctuations, has remained more or less steady at
around 2 per cent.

International organizations including OECD and IMF have expressed
views that this level of Japan's surplus requires no particular corrective
intervention, and it is rather positively evaluated as having an effect to
make up for the shortage of cash flow for investment and restraining the
real interest rates from going up amid the worldwide concern for shortage
of savings.

Meanwhile, when the U.S. trade deficit with Japan is unchanged in
spite of the shrinkage of its red figures in the overall trade account and
economic activity is slow in picking up worldwide, an expanded surplus
involves the potential risk of being used as a pretext for protectionism.
It is becoming increasingly important under this circumstance to accelerate
structural adjustment toward the formation of an open, competitive and
highly transparent market.

(6) Change in pattern of capital balance

Japan's capital account used to have a pattern of so-called
"short-term borrowing and long-term lending" from 1984 on, i.e.
incorporating short-term foreign capital (the short-term capital account
totaling the accounts of foreign exchange banks and those of others was in
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the black) and investing overseas a sum of long-term capital in excess of
the current account balance (the long-term capital account was in the red).

In 1991, while the long-term capital outflow from Japan was about the
same as in 1990 (up 0.6 per cent) at $121.4 billion, the inflow of foreign
capital approximately doubled on a year-to-year basis to $158.5 billion
mainly owing to the reversed trend of foreigners' stock investment behavior
from selling on balance in 1990 to buying on balance in 1991, resulting in
a $37.1 billion surplus in the long-term capital account. This meant a
surplus not only in the current account but also in the long-term capital
account. Some argue that this change in the capital balance pattern will
invite a stagnation in the backflow of funds from Japan to the rest of the
world and an intensified shortage of funds worldwide. However, since the
identical equation of the current account balance + the short-term capital
account balance excluding the account balance of foreign exchange banks -
the short-term capital account balance of foreign exchange banks holds
true, the current account surplus flowed back to the rest of the world in
the form of the short-term capital deficit surpassing the long-term capital
surplus, as indicated by the fact that there occurred a change to an excess
outflow of short-term capital in 1991 owing to a short-term capital account
deficit ($25.8 billion) and an improvement in foreign exchange banks'
balance of payments position (with a $93.5 billion surplus in their
financial account). Incidentally, it has to be noted that the purchases of
long-term bonds seeking dealing gains and arbitrages using long-term bonds,
which are virtual short-term transactions, have increased to make the
distinction between long- and short-term capital transactions rather
meaningless.
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7
II. PROBLEMS IN EXTERNAL MARKETS

1. Quantitative restrictions

(1) United States

Section 232 of the Trade Expansion Act of 1962 can lead to
quantitative restraints in violation of GATT Article XI. Although there is
an exception in the GATT for national security measures, the U.S. law does
not adequately define the notion of national security. The United States
has undertaken Section 232 investigations of products with only a tenuous
connection to national security.

The United States has been particularly aggressive in requesting
Japan to enter into voluntary export restraints. Japanese exports of
steel, machine tools, textiles and automobiles have all been subject to
voluntary restraints during the 1980s. Some of these products are still
under restraint.

(2) European Community

Various EC member states still maintain formal quantitative
restrictions against Japanese imports. Whatever justification these
quantitative restraints might have once had as transitional measures, that
justification has long since disappeared. Although the number of
restrictions has declined somewhat in recent years, the remaining
restrictions should also be removed.

Like the United States, the European Community has pressed for
voluntary export restraints on some Japanese products. Forklift trucks and
textiles have both been subject to restraints.

(3) Korea

Korean law effectively prohibits imports of various products from
Japan. When Japan had the largest trade surplus, Korean law targeted the
country with the largest surplus during the previous year. When a country
other than Japan had the largest surplus, Korea amended its law so that it
would apply to the country with the largest trade surplus during the
previous five years. Consequently, Japan remained the target of this law.

7The following is an excerpt from the Report on Unfair Trade Policies by Major Trading
Partners submitted by the Industrial Structure Council to the Minister of International Trade
and Industry.
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(4) ASEAN

Indonesia, Thailand, and Malaysia impose various types of
quantitative restraints.

2. Discrimination against foreign products in government procurement

(1) United States

Although the United States has liberalized its procurement practices
in some ways, several U.S. practices continue to violate the principle of
non-discrimination. The United States interprets the Agreement very
narrowly, and therefore excludes many contracts and government entities
from the scope of the Agreement. Moreover, the Agreement does not apply to
"Buy American" legislation enacted at the state and local levels, which
represents 70 per cent of all government procurement in the United States.

(2) European Community

Utilities owned by member countries of the EC frequently discriminate
against foreign suppliers and products pursuant to "Buy National" and "Buy
European" policies, although the Agreement has not covered utilities yet.

(3) Australia

Although the Civil Offset Program of Australia, which is considering
becoming a signatory of the Agreement, was substantially reduced in 1991,
this program remains in effect as an informal condition for certain
government procurement contracts, especially those involving
telecommunications and computer systems.

(4) Canada

Various Canadian laws and regulations at the provincial level extend
preferential treatment to national and local products.

3. Unilateral measures

(1) United States

Section 301 of the Trade Act of 1974, and various other U.S. trade
laws, direct or permit unilateral retaliatory action against foreign
countries. Section 301 allows retaliation whenever the United States
perceives "unfairness" or "impropriety" in other countries' laws or
practices. Recent amendments creating "Super 301," "Special 301, " and
other U.S. laws increase this. tendency to act unilaterally. Section 301
has been used on several occasions against Japan.
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(2) European Community

Although it has not yet so far been used to impose illegal unilateral
measures against Japan, the EC has a regulation known as the "New
Commercial Policy Instrument," which functions as the EC counterpart to
Section 301 in the United States.

(3) Canada

Canadian law also has a provision that authorizes unilateral
retaliation against perceived violations of Canadian rights or adverse
effects on Canadian trade. This provision has not yet been applied.

4. Arbitrary application of antidumping measures

(1) United States

The United States often makes unfair price comparisons. For example,
U.S. law treats various types of selling expenses differently, and thus
creates asymmetrical price comparisons. U.S. practice also compares
individual prices in the U.S. market to average prices in the comparison
market, thus ensuring dumping margins even if the average prices in both
markets are identical. These prices are then compared without making
allowance for their differences, with the result that dumping margins are
created or substantially enlarged. Moreover, such practices and other
aspects of U.S. law make it virtually impossible for a foreign company even
to know whether or not it is dumping.

U.S. law also ignores commercial reality in favor of arbitrary,
mechanical rules. The United States disregards normal commercial practices
- such as forward pricing and business cycle pricing - when imposing
antidumping duties on imported products. U.S. law also imposes fixed
arbitrary minimum amounts for profit and administrative expenses in certain
circumstances.

The procedures used in U.S. antidumping investigations also allow
abuses. U.S. practice with respect to "standing" (deciding who should be
allowed to request investigations) has recently been found to violate the
Antidumping Code. U.S. practice also allows the initiation of
investigations on insufficient evidence. U.S. law also has no sunset
clause, so antidumping measures often go on indefinitely, long after they
have outlived their original purpose.

Finally, the United States allows antidumping measures to expand and
apply to products that have not been subject to an investigation. U.S.
practice with respect to injury determinations often imposes antidumping
duties without evidence of the causal connection required by GATT. U.S.
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practice also sweeps up later developed products into the scope of existing
antidumping orders, regardless of how little connection there might be
between the different generations of products. In all of these areas, U.S.
law and practice reverses the notion of antidumping measures as a limited
exception to GATT principles.

(2) European Community

The EC follows many of the same practices as the United States, and
thus misuses the GATT and the Antidumping Code in the same way. In
addition, the EC has some uniquely European practices that exaggerate the
proper scope of antidumping law.

According to European regulations, where a company employs sales
subsidiaries for the export market, normal value is calculated by deducting
only direct selling expenses from the sales price, while export price is
calculated by deducting from the sales price to the final independent
purchaser both direct and indirect selling expenses as well as profits.
This policy creates or inflates the dumping margin substantially.

In the refunding process of anti-dumping duties, the EC reduces the
export price by the amount of antidumping duties already paid.
Consequently, the EC will not refund unless the export price is raised by
at least twice the amount of the dumping margin.

(3) Korea

Korean practice is problematic with respect to the determination of
causal linkage, and Korean investigatory procedures are lacking in
transparency.

5. Arbitrary establishment and application of rules of origin

(1) United States

The United States frequently abuses rules of origin. The U.S.
Customs Service and the courts apply the traditional "substantial
transformation" test based on case-by-case factors, to unpredictable
effect. There are also cases in which rules of origin are abused to
achieve a specific trade objective in mind.

In addition, the U.S. Customs Service is attempting to apply in the
context of the U.S.-Canada FTA a totally arbitrary and restrictive
interpretation of value-added origin rules in order to restrict the U.S.
imports of products made in Canada by subsidiaries of foreign companies.
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Finally, draft rules emerging from the negotiations of a North
American Free Trade Agreement indicate the strong possibility that NAFTA
will impose origin rules that represent serious restrictions on the
traditional origin determinations under the substantial transformation
test.

(2) European Community

The EC has also committed serious abuses. The Member States are
inconsistent in their application of rules of origin to imports of
photocopiers, so that there is a lack of uniformity in the imposition of
anti-dumping duties, within a single customs union. The EC also applies
negative rules of origin to photocopiers, specifying what production
operations do not confer origin. In other cases, the EC uses rules of
origin to pursue specific trade goals.

(3) Korea

To enforce its marks of origin, Korea has been requiring exporters to
supply extensive and detailed information about the origin of every part
and component of a finished product.

6. Arbitrary changes in tariff classifications

(1) United States

The United States recently reclassified certain automotive products
from the "passenger vehicle" category, dutiable at 2.5 per cent, to the
"truck" category, dutiable at 25 per cent. The United States has refused
to abide by the decision of the Customs Cooperation Council that this
reclassification is improper.

(2) European Community

The EC has also abused tariff classifications. In one case involving
VCR components, the EC reclassified a component to a higher duty category.
When the CCC condemned the reclassification the EC took many months to
change its rules, and some Member States are still claiming excessive
duties on the basis of the wrong classification.

7. Deficiencies in the protection of intellectual property

(1) United States

A GATT panel found that Section 337 of the Tariff Act of 1930
violates Article III:4 of the GATT, by discriminating against imported
products, and cannot be justified as an exception under Article XX:d. Yet
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the United States has not made changes to bring Section 337 into compliance
with GATT obligations.

U.S. patent law discriminates against foreign inventions. In
applying the rule "first to invent, " which is inherently less predictable
than the "first to file" rude used by most of the world, U.S. law allows
foreign inventors to go back only as far as the date of their foreign
patent application when they apply for a U.S. patent. Since foreign
inventors are far more likely to apply for a foreign patent first, and then
apply for a U.S. patent, this arbitrary limitation discriminates against
foreign inventions.

(2) Canada

Canadian law provides preferential treatment to pharmaceuticals
developed in Canada. Pharmaceuticals invented outside of Canada are more
likely to be subjected to compulsory licensing, which reduces the economic
value of any Canadian patents. The effect of this systems is to
discriminate against pharmaceuticals developed outside of Canada.

(3) Korea

Korea recently concluded agreements with the United States and the
European Community that provide special benefits to holders of intellectual
property in those countries. Patents and copyrights held by citizens of
the United States and the European Community receive preferential treatment
by the Korean Government. The effect of these agreements is to
discriminate against patents and copyrights held by citizens of other
countries, including Japan.

(4) Asian Developing Countries

Many developing countries in Asia have recently enacted new laws to
protect intellectual property. These countries all share the same problem
- ensuring that the enforcement of these new laws is adequate.

8. Discrimination against foreign products through trade-related
investment measures

(1) Korea

Korea has a policy to encourage the use of Korean parts and
components in automobiles, and to discourage the use of imported parts and
components.
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(2) Australia

Australia has special customs incentives to encourage the use of
Australian parts in the automotive industry. Certain tariff exemptions
only apply when the local content reaches a certain level, thus
discouraging the use of imported parts. Companies can also receive export
credits b-ased on the Australian content of their exports.

(3) ASEAN

Malaysia and Thailand all have local content requirements. These
measures discriminate against imported parts and components.
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Appendix A: Trade Flows by Country/Geographic Area
Total Value of Japanese Merchandise Trade

(US$ million)

Calendar year Exports Imports Balance

1980 129,807 140,528 -10,721
1981 152,030 143,290 8,740
1982 138,831 131,931 6,900
1983 146,927 126,393 20,534
1984 170,114 136,503 33,611
1985 175,638 129,539 46,099
1986 209,151 126,408 82,743
1987 229,221 149,515 79,706
1988 264,917 187,354 77,563
1989 275,175 210,847 64,328
1990 286,948 234,799 52,149
1991 314,525 236,737 77,789

Source: Ministry of Finance
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Value of Exports and Imports byArea (Country)
(US$ million)

Calendar year 1987 1988 198e 1990 1991
Exports Imports Exports Imports Exports Imports Exports Imports Exports Imports

Grand total 229,221 149,515 264,917 187,354 275,175 210,847 286,948 234,799 314,525 236,737

Developed area 142,883 71,610 161,847 94,785 167,358 107,313 169,964 119,316 176,937 116,875
- USA 83,580 31,490 89,634 42,037 93,188 48,246 93,322 52,369 91,538 53,317
- Canada 5,611 6,073 6,424 8,308 6,807 8,645 6,726 8,392 7,251 7,698
- EC 37,693 17,670 46,873 24,071 47,908 28,146 53,518 35,028 59,158 31,792

Developing area 74,402 67,276 89,250 78,704 95,173 87,946 107,142 98,502 125,645 100,744

South East Asia 52,982 38,9fl7 67,109 47,802 73,516 52,906 82,721 54,601 96,176 58,810
Korea 13,229 8,075 15,441 11,811 16-561 12,994 17,457 11,707 20,068 12,339
ASEAN 15,574 19,580 21,394 22,458 25,996 2S,808 32,975 29,261 37,679 31,759

- Thailand 2,953 1,796 5,162 2,751 6,838 3,583 9,126 4,147 9,431 5,252
- Singapore 6,008 2,048 8,311 2,339 9,239 2,952 10,708 3,571 12,213 3,415
- Malaysia 2,168 4,772 3,060 4,710 4,124 5,107 5,511 5,402 7,635 6,471
- Brunei' 40 1,184 67 1,117 83 1,086 86 1,262 129 1,500
- Philippines 1,415 1,353 1,740 2,044 2,381 2,059 2,504 2,157 2,659 2,351
- Indonesia 2,990 8,427 3,054 9,497 3,301 11,021 5 12,721 5,612 12,770

Latin America 8,760 6,355 9,297 8,313 9,381 8,871 10,281 9,851 12,793 9,838

Middle East 9,177 20,197 9,438 19,602 8,559 23,054 9,877 31,336 12,312 29,331

Africa 2,894 1,435 2,760 2,011 2,892 2,043 3,409 1,877 3,576 1,873

Communist Bloc 11,924 10,627 13,818 13,863 12,643 15,584 9,842 16,977 11,943 19,115

P.R. of China 8,250 7,401 9,476 9,859 8,516 11,146 6,130 12,054 8,593 14,216

U.S.S.R. 2,563 2,352 3,130 2,766 3 3,005 2,563 3,351 2,114 3,317

Source: Ministry of Finance.
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Trade of Agricultural, Forestry ad FisheryProducts
(US$ million)

Calendar year

Total of exports (A)

Agricultural, forestry and fishery
(FOB)

- Agricultural products
- Forestry products
- Fishery products

(B)/(A)%
Agricultural, forestry and fishery

Total of imports (C)

Agricultural, forestry and fishery
(CIF)

- Agricultural products
- Forestry products
- Fishery products

(D)/(C)%
Balance 1.
[(A) (C)]
Balance 2.
[(E) - (0)]

229,221 264,917 275,175 286,948 314,525

products exports (B) 2,290 2,474 2,465 2,451 2,613 106.6

944 959 1,025 1,120 1,245 111.2
85 73 86 81 86 106.4

1,262 1,442 1,354 1,250 1,281 102.5
1.0 0.9 0.9 0.9 0.8

imports (D)

149,515

37,299

21,058
7,749
8,492
24.9

79,706

-35,009

187,354

47,341

27,391
9,017
10,934
25.3

77,563

-44,868

210,847

51,097

29,668
10,880
10,548
24.2

64,328

-48,632

234,799

50,210

28,885
10,196
11,128
21.4

52,149

-47,759

236,737

52,728

30,044
10,162
12,522
22.3

77,789

-50,115

100.&

105.0

104.0
99.7
112.5

Source: Ministry of Agriculture, Forestry and Fisheries.
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Appendix c indicators and other information

Contributions to Annualat 1985 Prices

Calendar
Item year .1986 1988 19891990-093

Domestic demand 3.6 4.9 50 5.4 3.0
Private demand 2.8 4.6 6.9 -«Ci e 41A 2-5
-Consume. expd. 02% 2.5 3.1 2 . .

Resid. invi. 0.4 1.1 0.47 0.2 -- 0.3 *-3
Non-resid. invi. 0 .7 1.1 2.5 33..0s-
Stock invi. 0.2 -0.1 0.7 0. -.3 0;

demand 0.7 0.4-- 0.5 0.1 0.5 Q.5
expd. 0.4. 0.0 0. -- 0.2 0'.2 0.3

Capital Term .2 0.5 0.4 -0-2 -- 0.3 0.3
Stock invi. 0.1 -0.2 -0.1 0.0 0.0 0.0

Net exports -1.0 -0.6 -1.2 -0.9 -0.2 1.4
Exports -0.9 0.7 1.6 2.3 1.8 0.9
Imports -0.1 -1.3 -2.8 -3.3 -2.1 0.4

Gross national expenditure 2.6 4.3 6.2 4.8 5.2 4.4

Note: 1. Contribution of each item is calculated using the following formula:

Contribution - (date for the year - date for the preceding year) +

(GNE for the preceding year) x 100

2. See Note 2 for Table A

Source: Economic Planning Agency

1 = minus

Example: 0.11 = -0.1



The Trend of General-Account
and General Expenditure

(Initial Budget)

(hundred million yen, %)

Expenditure

(FY) Amount Percentage
change

1981 467.881 9.9
1982 496,808 6.2
1983 503,796 1.4
1984 506,272 0.5
1985 524,996 3.7
1986 540,886 3.0
1987 541,010 0.0
1988 566,997 4.8
1989 604,142 6.6
1990 662,368 9.6
1991 703,474 6.2
1992 722,180 2.7

Source: Ministry of Finance
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Recent Trends of the Consumer Price Index
and the Uholesale Price Indexes ln Japan

(Rate of change over the previous period Unit: %)

Consumer Price Wholesale Price Indexes
Indexes

Total Domestic

1987 0.1 3.7 -3.1
1988 0.7 1.0 -0.4
1989 2.3 2.5 1.8
1990 3.1 2.0 1.5
1991 3.3 0.2 1.5

1991 January - March 0.6 (3.8) 0.1 (1.6) 0.4 (2.4)
April - June 1.0 (3.4) -0.4 (0.3) 0.0 (2.1)
July - September 0.0 (3.2) -0.3 (0.0) -0.1 (1.3)
October - December 1.3 (2.9) -0.7 (-1.3) -0.3 (0.0)

1992 January - March -0.4 (1.9) -0.3 (-1.8) -0.2 (-0.6)

1991 January 0.7 (4.0) 0.0 (2.1) 0.2 (2.6)
February -0.3 (3.6) -0.4 (1.6) 0.0 (2.4)
March 0.5 (3.6) 0.1 (1.0) 0.1 (2.4)
April 0.6 (3.4) -0.3 (0.1) -0.1 (2.2)
May 0.5 (3.4) 0.1 (0.6) 0.0 (2.1)
June -0.4 (3.4) -0.1 (0.6) 0.0 (2.1)
July -0.1 (3.5) -0.2 (0.4) 0.0 (1.7)
August 0.2 (3.3) 0.0 (0-.1) 0.0 (1.5)
September 0.2 (2.7) -0.3 (-0.4) -0.2 (0.7)
October 1.1 (2.7) -0.4 (-0.9) -0.2 (0.2)
November 0.2 (3.1) 0.0 (-1.3) 0.0 (-0.1)
December -0.5 (2.7) 0.0 (-1.6) 0.0 (-0.2)

1992 January -0.2 (1.8) -0.6 (-2.2) -0.2 (--0.6)
February -0.1 (2.0) 0.1 (-1.6) 0.0 (-0.6)
March 0.5 (2.0) 0.3 (-1.4) -0.1 (-0.8)
April 1.1 (2.4) -0.1 (-1.2) -0.1 (-0.8)
May 0.1 (2.0) -0.1 (-1.4) 0.0 (-0.8)

Note: 1. Figures in the parenthesis are the rates of
previous year.

change over the same period of the

2. Total wholesale price consists of domestic price, export price and Import price.

Source: Consumer Price Indexes - Management and Co-ordination Agency Wholesale Price
Indexes - Bank of Japan
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Official Discount Rates in Japan

Rate
Year Month Day (per cent)

1969
1970
1971

1972
1973

1975

1977

1978
1979

9
10

1

5

7

12

6

4

5

7

8

12

4

6

8

10

3

4

9

3

4

7

1
2

3

8

1
3

12

10

1

3

4

il

2

5

10

12

3

8

7

il
12

4

1980

1981

1983
1986

1987
1989

1990

1991

1992

1
28
20
8

28
29
24
2

30
2

29
22
16
7

13
24
12
17
5

16
17
24
2

19
19
20
6

18

22
30
10
21
1

23
31

25
20
30
1

14
30
1

6.25
6.0
5.75
5.5
5.25
4.75
4.25
5.0
5.5
6.0
7.0
9.0
8.5
8.0
7.5
6.5
6.0
5.0
4.25
3.5
4.25
5.25
6.25
7.25
9.0
8.25
7.25
6.25
5.5
5.0
4.5
4.0
3.5
3.0
2.5
3.25
3.75
5.25
5.25
6.0
5.5
5.0
4.5
3.75
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