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1.1 APEC'sLiberdization Plan and Need for Independent Analyses

APEC (Asa Pacific Economic Cooperation forum) has launched an important deepening
process for the past few years. In 1994 Bogor Declaration set the ambitious target of
‘achieving free and open trade in the region by 2010 and 2020'. In 1995 Osaka Action
Agenda (OAA) provided a guiddine for implementing policy measures to reach this target.
Last year APEC leaders adopted Manila Action Plan for APEC (MAPA) in which al APEC
members submitted their Individud Action Plans (IAPs) to be implemented next year and
afterwards. It will tell us how strongly our leeders and ministers committed themselves to
achieving the Bogor target. Their credibility is being tested now. This paper attempts an
independent analysis of the IAPS, especidly the liberdization of selected services trade.

In order to assess the |APs we have to begin with mgor characteristics of its
guiddine, Osaka Action Agenda, and its unique moddity of implementing liberaization.

First the OAA has a comprehensive coverage of 15 areas, including both border and
domestic measures. Liberdization commitments take different forms between aress. Second
the 18 APEC members differ greatly in ther current level of impediments to trade and
investment. Although al memberswill gart liberdizing smultaneoudy next year, two tracks are
s, one for developed members finishing by 2010 and the other for developing members
finishing by 2020. Third it has s&t a unique moddity based on unilatera announcement of
liberdization commitments by individua members. This moddity is very conggtent with the
economics teaching and ided but its effectiveness is yet to be tested. In redity the IAP
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package contains avariety of commitments inevitable in the case of unilaterad announcement.

All these forbid us any straight forward comparison of IAPs across 18 members and
15 areas. A member’s AP can only be assessed properly based on profound knowledge of
its current level of impediments Own country assessment is highly recommended for
economigts in APEC members. However, it may be gill worthwhile attempting a quick
compardive review of the lAPs asthe preiminary andyss.

Individua members ‘commitment’s in ther IAPs can be assessed againg the
common formet of IAPs in a matrix of 15 areas times 3 time frames (short, intermediate, and
long-term). Three types of responses are identified; (a)some members commit concrete
measures with clear time frame, while others elther (b)just state of intent that they would make
efforts to achieve the Bogor target or (c)they would examine their current measures for
possible amendment. By and large many members committed () in their short term measures,
while (b) and (¢) preval in intermediate- and long-term measures. Indeed we cannot expect
detailed implementation plans covering 15 to 25 years. However, do ther short-term
measures assure us with sufficiently strong dash to achieve the Bogor target in 2010 and
2020?

How much tariff reduction have APEC members committed?

Our test is best illugtrated for tariff reduction. Most members indicate their plans for
tariff reduction over next severd years. Some members atach time schedules for reducing
down to zero or sectord details. Many members commit the Uruguay Round (UR) plus apha,
but a sgnificant difference is witnessed between members.

US and Japan commiitted little more than their UR commitments. Japan accelerated
its implementation by two years but it has made no further commitment beyond that. In
addition, Japanese tariff levels increased because of the tariffication of agriculturd products.
The AP commitment of the two are short of their Bogor targets. NZ, Audtrdia, and Canada
committed some additiondl tariff reduction to thar UR commitments, accderating their
reduction in comparison with the Bogor line.

ASEAN countries committed greater 1AP reductions, gpparently thanks to their
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AFTA reduction, and lower their IAP curves far below the Bogor target. China and Chile
commit grester tariff reduction, sufficient to achieve the Bogor target, reflecting their eegerness
to join the WTO and NAFTA respectively. On the other hand, IAP commitments by Kores,
Chinese Tapel, and Mexico are short of their Bogor targets.

Generdly spesking, while developed members committed a tariff reduction of ‘UR
plusasmdl dpha but ill short of achieving the Bogor target, developing members committed
a‘UR plus alarge dpha and sufficient for achieving their Bogor target. this can be illustrated
in the fallowing schematic diagram. The dotted lines show linear tariff reduction over 15 and
25 years, while the solid lines show ‘actud reduction (until 1995) plus IAP commitment
(1996-2000)". Here the ‘developed members represent US and Japanese, while the
‘developing members represent ASEAN and China’.

Figure1-1 Tariff Reduction toward the Bogor Target

Fig. 1l Tariff Reduction toward the Eogor Tarset
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! PECC et. al.(1996) contains the illustration of this comparison of IAPswith UR and Bogor targets for
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It will daify the rdaionship between UR commitment, Bogor target, and
APEC/IAP (as wdl as unilaterd reduction and Initid Actions) in both ther time length and
tariff levels and hdp assess individud members IAP commitments within this complicated
context of tariff reductions. It aso shows the two track gpproach by APEC.

Following remarks should be added to the commitment in terms of average tariffs.
Firg the unweghted average tariffs of developed members have dready reduced to such a
low leve as below 5% that they can abolish it a once ingtead of linear cut over many years.
However, developed members gill maintain 15-30 % tariffs on textiles and some other
industria products and they need to prepare their gradua reduction over some years. High
tariffs remaining on sdlected products in spire of declining average tariff rates dso hold for
some developing members and should be addressed properly in the review axd monitoring
process.

This is dso the case for developing members. Many developing members commit
their AP tariff reduction in terms of average tariffs and do not specify detailed tariff structure.
Current high tariffs on sdected products may remain under the “infant industry protection” in
spire of decreasing average tariffs. All members should be encouraged to submit their plan of
how high tariffs be reduced.

Other Liberdization Measures

As regards Non-Taiff Measures, developed members, Chile, Hong Kong, and

Singapore claim that they have no NTMs inconsistent with WTO. Nevertheless, Canada and
U.S. date that they will phase out MFA quota restrictions by 2004. Japan, Korea, and
Philippines excepted rice from their liberdization package. Korea committed to iminate most
of the current NTMs by 2001. Other developing members do not refer any specific NTMs
but state that they will study and review their NTMs and gradudly reduce the number.

It will help confirming and monitoring these statements f we introduce a common
quantitative measures of NTMs. The NTM database compiled by UNCTAD and frequency

individua APEC members.
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measures caculated from it ( PECC 1995) serve for this purpose. The smilar liberdization
curves can be drawn for NTMs.

Services: All members seem to be more cautious here partly because services trade
are more regulated than commodities in many members and partly because some services are
now being negotiated at the WTO. Some members clearly outline their liberdization in many
sarvices, while many members refer to sdlected sectors such as telecommunication, transport,
tourism, financid services, and business services. However, the submisson of 1APs urges
APEC members to get more engaged in this area and helpsthe WTO liberdization.

Quantified measures are dso available for impediments to services. PECC's
Impediment Survey calculated frequency for individua sectorsin individual members based on
the natification to GATS and we may be able to draw the liberdization curves for services as
well.

Invesment: Developed members have dready achieved liberdization beyond
APEC’s Non-Binding Investment Principles and are ready to adopt MAI by OECD, while
developing members are gill cautious about improving thelr investment regimes. However,
since FDI has been a prime engine of the continued growth of the Aga Pacific economies, the
investment liberaization needs to proceed the liberdization in other areas. Sow liberdization
over 25 years suggested by some developing members may fail them to attract sufficient FDIs
needed for their development.

Here too a set of check ligt for liberdization has been agreed upon. We may be able
to quantify individuad members' liberdization commitments in terms of frequency and draw the

liberdization curve for invesment aswel as NTM and services.

Facilitation measures

Facilitation areas are concerned with “reducing the cost of doing business’ in Ada
Pecific and equdly important in the APEC process. They are implemented jointly as
Concerted Action Plans (CAPs) as well as individualy. However, no agreed check list has
been established yet and straight forward comparison is difficult. Nevertheless | expect the
‘nugget’ of the APEC liberdization may be found in these areas. In these areas a member has
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to (@) establish domedtic rules or legd frameworks, (b) give sufficient information and make
them transparent to both loca and foreign firms, and then (c) either mutualy recognize each
others rules and frameworks or adjust its own to international rule and framework. Developed
members have dready passed (@), commit (b), and express their intention to proceed to (C).
However, many developing members have to achieve (@) first and take time to proceed to ().
Individua 1APs in these areas reflects this difference in their current preparedness.

Prospect differs between different facilitation measures. Clear progress is made in
Customs Procedure, Standard and Conformance, and Mobility of Business Persons, followed
by Intellectua Property Rights, Rules of Origin, and Government Purchase. Competition
Policy and Deregulation cannot proceed beyond (b). The availability of facilitation and
technical cooperation messures efficiently supporting liberalization measures is certainly an
advantage of APEC over WTO.

Continued encouragement is needed

To conclude, APEC's unilaterd liberdization has made a good first step. It could
induce tariff reduction of ‘UR plus from most members and hdps to mantan current
momentum for liberdization in NTMs, services, and investment. However, the IAPs of most
members has only assured us the progress over next severa years. It needs to be encouraged
90 that its momentum will be maintained to enable al members reach ther godsin time.

It has dready introduced two mechanisms of encouragement. Oneis the “rolling plan
formula’ and another is incorporating business sectors into the APEC process. IAPs are not
their final verson but they will continue to be improved every year. Ministers invite business
leaders to monitor and review jointly the progress of the APEC liberdization. | would like to
add as the third mechanism “independent analyss by academid’, which will help publicizing the
APEC progress and attract supports by private sectors.

With its basc philosophy of consensus and voluntarism APEC cannot be a fast
process. But both Bogor Declaration and Osaka Action Agenda have shown the future

direction of changesin Asa Pecific economic order.
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1.2 Japan’sAction Plan

Taiffs

Japan committed at the Osaka Conference last year and accelerated reductions of
697 tariff items in two years. Nearly 700 items committed at the Uruguay Round have been
implemented since April 1996. It is the mgor part of the down payment delivered at the
Osaka mesting. There are various forms measuring the average tariff. We use smple average
applied tariff. In 1996, it was 9.0% for Japan. It will be reduced to 7.9% by the year 2000.
There is avery detailed program of reducing tariff. But this is the same as its Uruguay Round
commitment.

Japanese tariff rates are as high as 9.0% and 7.9%. They often say that the Japanese
tariff rate is so low and future reduction is not so easy and that the tariff rate is only 1.5% for
industrid products. But simple average applied rate is 9.0% now. It may be recdled that in
1996, as the result of the Uruguay Round, quota restrictions were tarifficated around 30 items
of agricultura products. It added dmost 2 % to the average tariff committed at the Uruguay
Round. That explains this high ample average goplied tariff.

In detail, it is 26.3% for the agricultura products and 21.3% for leather. There is a
very specia reason for avery high tariff of leather products. For textileit is 8.7% and 0.3% for
other industria products.

Non-tariff measures

Asregards non-tariff measures, the Japanese |IAP says, as those of other devel oped
members, that Japan has no non-tariff measures inconsstent with WTO. Under the Uruguay
Round Japan abolished dl quota restrictions on agricultura products and converted them into
custom duty except fish, rice, and rice products. The quota retriction are dlowed to remain
on rice under the Montreal convention until it is tarrificated in 2000.

Services
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As regards services some liberdization in telecommunication services is implemented
and Japan will participate actively the continued WTO negatiation on maritime transport and

financid sarvices.

[nvestment
On internationd investments, it says Japan is to promote inward foreign investments
by such messures as lifting prior notification requirements in mining and essing restrictions on

foreign telecommunication carriers.

Facilitation measures

Other remaining areas are dl facilitation measures, digning product standards like
JS (Japan Industrid System) and JAS (Japan Agriculturd Standard) with internationa
dandards, expediting import ingpection by srengthening the anima and plant quarantine
system, which has been mentioned a few times aready by officids of the Ministry of Finance
adopting the HS convention and introducing standardized customs procedures, reinforcing the
Far Trade Commission, enhancing trangoarency on government procurements, revisng the
"Deregulaion Action Program”. The Deregulation Action Program has become the main
economic policy issue in Japan and many Japanese agree that it will be the only way to revive

the Japanese economy from the current depression.

1.3 Framework of Independent Analysis

To establish confidence in the effectiveness of the IAP agpproach, al members need to be
committed to regular and objective monitoring and review. The monitoring of IAPs by dl
APEC members will provide increasingly convincing evidence of (1) the consgent
commitment of al participants to agreed targets and guiding principles and (2) the economic
benefits to al participants from the co-ordinated decisons adready implemented. Regular
reviews of progress will dso confirm that as long as dl participants perceive mutud benefit
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from implementing jointly agreed proposas, formd tregties are not essentid to ensure

consstent domestic decision-meking.

I mpediments Survey and Mapping Exercise

APEC has not adopted a particular procedure of reviewing and monitoring yet but its
CTl commissoned PECC/ Trade Policy Forum two studies regarding impediments to trade
and investment in the region in 1995 and their interim reports were submitted to the APEC
Osaka Minigteriad Meeting in November. They are Survey of Impediments to Trade and
Investment in the APEC Region (or to be short Impediment Survey ) (APEC/PECC 1995a)
and Milestones in APEC Liberdization: A Map of Market Opening Measures by APEC
Economies ( or Mapping Exercise) (APEC/PECC 1995b). Impediments Survey attempts to
“develop a comprehendive picture of impediments to regiond trade and investment by type of

trade barriers and sector” (APEC/PECC 1995a), while Mapping Exercise maps the progress
dready achieved so far in liberdization by individuad members. Although their ams differ, the

two sudies rely on by and large the same data. They are supplementary and currently only
sources of information regarding trade and investment impediments of the APEC membersin
comparable form.

For a diplomatic reason Impediments Survey refrans from dding explicitly

impediments of individua members but reports on the overal structure of impediments of the
APEC members asawhole. Its terms of reference says asfollows,

“The proposed survey is intended largely as an information gathering exercise. It will
not pre-judge how the identified impediments will be addressed, nor will it focus on specific
economies. It will, however, give APEC members an essentia point of reference in planning
and setting priorities for implementation of the Bogor Declaration.” (APEC/PECC 19953,
p.127)

This cautious attitude is unavoidable because the report submitted to APEC and this
Is the first attempt of this kind. However, it handicaps the report in identifying the structure of
protection by individud members. APEC members differ in their resource endowments and

stage of development, and thus has different structure of protection. Group averages convey
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only limited information when group member differ greatly. The report has turned out to
achieve the first important step to the reviewing and monitoring process. It has identified
important patterns of protection shared commonly by many APEC members, which are
summarized asfollow;

(1) Taiff leves differ greatly between members. Developed economy members have
around 5% on many lines. Developing economy members have tariffs of 10-20%., while afew
developing economy members have over 30% tariffs on many lines. In both developed and
developing economy members, higher tariffs gill remain on textiles, leather goods, wood
products (15-20% in developing economy members and 25-60% in developing economy
members).

(2) NTBs ae imposed on agriculture, labour-intensve manufactures, stedl and
automobiles in many members. Adding the NTB dements, tariff equivdent rates (excess of
domestic prices over import prices) reach to very high levels especidly in agricultures.

(3) Services trade amounts to a third of the commodity trade of APEC. However,
many trades sectors are regulated and some are completely closed. Variation in remaining
regulations is observed between members. Developed economy members have the score of
100 in three to seven areas, while developing economy members have the same score in more
than haf aress.

(4) FDIs are 4ill redtricted in market access and national treatment and are subject
to fiscd incentives (subsdies and tax exemption) and performance requirements (loca content
requirements, export requirements, and foreign exchange baancing conditions).

(5) Most members have made changes to existing domestic lega structures to put in
place substantive intellectua property protections. Despite these initiatives there gl remains a
subgtantia variance in it and many developing members have some distance to trave to meet
their Trade Related Intellectua Property (TRIP) obligations under the WTO.

The two studies have provided us with a set of impediments figures of tariffs NTBs,
barriers to services trade and investment of amost all APEC members before the IAPs start to
be implemented.

10
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Need for saf-assessment

As regards the next step toward the regular review process, a sharper anayss is
needed in both data and andyss. Impediments of individual member economies should be
andyzed. Figures of more disaggregated classfications are needed in order to identify red
impediments precisaly. Not only the incidence of regulations but also their probable impacts on
trade and investment should be sought for. Otherwise it will be difficult to persuade policy
makers, businessmen in related sectors, media, and al the public of the member economy
concerned to diminae impediments. This kind of andyss would better be conducted by
economigts in the member economies with good access to a variety of information and
knowledgegble of policy background of their own economies.

This job would be better commissioned to neutra economigts in private sectors
rather than official economigts directly in charge of policies. The job by private economists will
be heurigic in the sense that their reviewing and monitoring will simulate ther intere in the
exiding impediments in ther own economy and help them redize the need for further
liberdization. This job will be a big chalenge for academic economists in PECC an APEC
Study centers.

Neither APEC nor PECC has moved toward this direction. But why should we not
dart it voluntarily? Unilatera action is consstent with the APEC process and a few pioneer
Sudies of individua member economies in comparable form will endorse the necessity of the
job and encourage other members to match the smilar undertakings. The pioneer studies will
help develop common format of reviewing and monitoring impediments and their liberdization
and make it easer for other members to follow suit. This is the judtification for our APEC
liberalization study project a the APEC Study Center of the Inditute of Developing
Economies.

The IDE project has sarted since May 1995 in parald with the two PECC studies
commissoned by APEC mentioned above. For the 1995 fiscal year, it focused on the
Japanese impediments to commodity trade. It measured differences between domestic and
foreign prices and attempted to link the price differencids with tariffs and non-tariff measures.

The IDE was conducted independently from the APEC/PECC studies but benefited

1
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from a set of pioneer sudies by the Inditute of International Economics, Washington D.C. The
[IE study was initiated in 1994 by Fred Bergsten and Gary Hufbauer gpparently for the smilar
objective of identifying trade impediments and highlighting the need for liberdization. They plan
to cover severd APEC member economies but two studies have so far been published, one
for the United States (Hufbauer and Elliot 1994) and another for Japan (Sazanami, Urata, and
Kawa 1995). They plan to warn policy makers against probable waste of GDP through
impediments to commodity trade. They got an estimate of cost of protection, 1.5% for the
United States and 3-4% for Japan. However, their andyses are confined to commodity trade
and focus on measuring total probable impacts of tariffs and NTBs under acertain set of
assumptions rather than identifying individua impediments a well disaggregated levd.

The Japanese study mentioned above measured the difference between domestic
and import prices based on the Input-Output Table of 1985 and, after some updating efforts,
estimated the cost of protection for Japanese commodity trade as awhole for 1989. We have
invited two of the authors to join us and revised their estimates of price differentids for a
greater coverage based on the recently published 1-O table of 1990. At the same time other
ressarchers have conducted individud industry andyses to identify tariffs officid NTBs,
business practices and didribution channds which are likely to affect the price differentids.
These industry studies will help usinterpret correctly the price differentid estimates.

The measurement of price differentials has both merit and demerit. A difference
between domestic and import prices of a product gives an effective measurement of
impediments to the internetiona trade of the product. The price differentia reflects a net result
from a variety of impediments and it can be an dternative way to indicating the existence of
impediments and to estimating the probable impacts of the impediments. Impediments Survey
identifies the exigence of impediments but cannot go beyond the illugtration of the probable
impacts under certain assumptions. Furthermore the price differentid apped directly to the
intuition of consumers in terms of cost of impediments. It has been evidenced in the 1990s
when rgpid agppreciation of the yen has increased price differentids dragtically so thet
consumers have fdt very high domestic prices and urged rapid adjusment of structurdly high

prices.
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However, how can we measure price differentias? It is never easy to measure it in
order to serve the two purposes mentioned above. Two approaches have been resorted; (A)
Cdculate price differentids from a sample survey of domestic and import prices, and (B)
Cdculate price differentids from Input- Output data as was adopted by the Kawai Study cited
above.

Both has its merit and demerit. The former enables to compare prices of domestic
and imported products of matched qudity and their overtime changes can be monitored
without much time lag But a comprehensve sample survey has only been conducted by
Economic Planning Agency or the Bank of Japan. The latter is done on the basis of published
data and accessible by academic researchers. It provides a comprehensive industry coverage.
However, it is hard to secure price differentials of matching quality. Even at disaggregated level
of ISIC 4 digit product mix of domestic and imported products ill differ. Citing examples
from the industry study above, imported bicycles are for races while domestic ones are for
household use. Domestic lead includes recycled metals more costly than imports but still used.
Punctua delivery and &fter care service by suppliers differentiate domestic products from
cheap imported ones. Furthermore the |-O table is compiled every five years and suffers from
timelags of four to five years.

In our research project at the IDE, we adopted (B) as a basic data but checked the
matching of product mix of domestic and imported products by individua industry study.
Individua nhdustry studies adso provide information of impediments at disaggregeated leve.
Both help us to avoid a mechanicd interpretation of price differentids compiled from the I-O
table and produce a country study of impediment survey?.

1.4 Impedimentsto services trade

2 The result of the 1995 fiscal year project was released in a series of discussion papers
at the IDE’s APEC Study Center. They will be combined with the study of impediments

13
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In the 1996 fiscd year the IDE study project of APEC liberdization focused on the
impediments to services trade. Here too we have tried to link our detailed study of the
Japanese impediments to the overal quick assessment by Impediment Survey.

Impediment Survey relied on the natification by individud members in the Generd

Agreement on Trade in Services (GATYS). “It is badcdly a sanddtill agreement, rather than a
schedule of commitments to further liberdlization and can be seen to reflect the extent of
market access and national treatment commitments as of 15 April 1994. In effect, the GATS
schedule provide a angle regigtry of those service industries which have been liberdized and
by default a single regidry of those service indudtries that remain closed. These schedules
provide the data that can be used to generate frequency-type measures of impediments to
internationa service transactions.” (Impediments Survey, p.73)

The cdculation of frequency ratios is as follows. All tradable services are classfied
into 137 groups and for each group it is checked whether the group is “bound” to GATS, that
is there is no rediriction to al services within the group ether on national trestment or market
access (two aspects) for four modes of supply (cross-border supply, consumption abroad,
commercial presence, and presence of naturad persons). Other groups are ether wholly
“unbound” or partidly “bound” (some services are redtricted, dthough otherwise bound in a
group).

For qudification purposes a 1 is given for a “bound” group on a particular
aspect/mode, while a 0 is given other wise. Dividing tota score by 8 and deducting it from 1
gives afrequency ratio (in percentage) for the group. The frequency of 100% implies that the
group is redricted in al aspect/mode, while lower frequency ratio implies that the industry is
liberdlized in many aspect/mode for the group as a whole or that a large part of the group is
liberaized in dl agpect/mode. Fig.1-2 summarizes the 137 groups into 28 sectors.

Fig.1-2 conveys interesting findings regarding the impediments to services trade
before the APEC/IAP. First a common pattern of descending sope is observed for APEC
average, Japan, and the United States, implying a broad smilarity of restriction of services

to services trade in the 1996 year project and published in due course.

14



I. Yamazawa

trade. Posta service and various domestic transport, hedth and socid services are highly
regulated (more than 90% for APEC average), while tourism, computer services, congtruction,
and vaue-added tdlecommunications are much less regulated (50-60% for APEC average).
This common pattern is clearer than in tariffsand NTBs.

Second the United States has the lowest frequency in many sectors , while Japan
comes next. The difference between the three is clearer in the liberdized sectors. Departing
from the common pattern, the United States has very low frequency for insurance, audiovisud,
professond, and courier services, while it has nearly 100% frequency for auxiliary transport,
maritime transport, interna waterway transport, basic telecommunications, and education
savices. Smilarly Jgpan has very low frequency in basic tdecommunication, while kesping
high frequency for insurance, banking, road trangport, and rental services.

Impediments Survey compares only patterns of restriction to services by 28 sectors

between APEC member economies. For the purpose of reviewing restrictions to services in
individual members we need to look into more details of the regtrictions. First whether does a
low frequency of a particular service sector result from greater liberdization over dl
aspect/mode for dl groups in the sector, or more groups are liberdized in dl aspect/mode
while a few groups remain restricted. Second We need to go beyond checking the incidence
or existence of redtrictions but to analyze their probable impacts on service trade.

By means of the origina 137 group data provided by the Impediments Survey group
we can examine the redriction to services in Japan. The following groups are severdy
redricted in al aspect/mode, that is their frequency ratios are 100. They include voice
telephone and telegraph in telecommunication, primary, secondary, and higher education;
medical, dentd, veterinary, and midwives & nurses in professond services, natura science
and interdisciplinary R&D services, ships and arcraft renta services, passenger and freight
transport of air, road, rail, maritime; radio and TV in audio visud services. On the other hand
the following service groups are liberalized except for restricted presence of natural person
(requiring professond licenses). They include a variety of engineering in professond sarvices,
computer services, advertisng, market research, and market consulting in other business

sarvices, congruction; digtribution; tourism; and recreetiond services. Financid services, legd
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and accounting belong to the third category, in which nationd trestment of cross-border
supply and consumption abroad are fully liberdized while other agpect/mode are only partialy
bound.

1.5 IDE Study on Services

Some service sectors are not very efficient and weaken the competitiveness of the
Japanese economy through their costly input to manufacturing and other sectors. This view has
become widdy shared by Japanese economists and a mgjor focus of the current argument on
deregulation is put on these service sectors. The IDE study on impediments to services trade
covers saven services sectors selected from the GATS Commitment Tables (Table 1-1). They
cover dl service sectors often Sted as inefficient and coincide with several service sectors

identified by Osaka Action Agenda as its mgor focus.

Table1-1 Sector Classification of Services Tradein GATS

Commitment Table

sectors chapter no. and researchers

Professona

Tdecommunication Ch.2 (Yamashita)

Congtruction Ch.4 (Hiraki)

Digtribution Ch.8 (Oishi)

Education

Environments

Finance/lnsurance Ch.6 (Chano)
Ch.7 (Okuda)

Hedth/Socid business Ch.5 (Y okota)

Tourism

Lelsure/Culture/Sports

16
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Transportation Ch.3 (Terashima)

Individua researchers conducted in-depth studies according to a common format.

(1) First each researchers identified a sector under his or her charge in the WTO
classfication of services and examined current regulations the Jgpanese Government
committed to the GATS. To be exact each researcher examined the frequency measures
estimated for his or her sector by Impediments Survey againg the rules and practices in Japan
and revised the frequency measures if necessary.

(2)Each researcher dso identified the price differentias or its equivaent measures
reflecting the inefficiency or high cost of his or her sector. The he or she correlate the price
differentids with the revised frequency measures of impediments mentioned above.

(3) Each researcher aso assessed the ongoing liberdization efforts by the Japanese
government, not only the APEC/IAP and continued negotiation under the WTO service
negotiation but aso its voluntary deregulation plans a home, and tried to identify how much
will be liberdized and how much will il remain.

The following features of the frequency measures in the Impediments Survey were

reported by many researchers as restricting its relevance to the current level of impedimentsin
redity. (a) In some sectors its grading system based on the GATS Commitment Table is too
mechanica to reflect the laws and practices in Jgpan. (b) Not al of four supply modes times
two aspects are relevant for some Japanese service sectors. The tota frequency figures should
be caculated after diminating these irrelevant mode and aspect. (c) The frequency measure of
0 to 100 percent does give the impression that al remaining regulations need to be removed
someday, which does not fit the concept of the Commitment Table of GATS.

In addition to these in-depth studies, Kawai-Urata paper (Chapter 9) estimated the
welfare cost of these services impediments to the Japanese economy as a whole using the
Input-Output table. All eight chapters combined will make a pioneering effort of identifying
impediments to services trade of Japan and their impacts on the Japanese economy as awhole,

All readers are invited to refer to individua chaptersin this discusson paper series.
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Overview

Fig.1-2 Impediments to service trade by sectors for APEC average, Japan, and
U.SA. (indicators of the absence of commitments, %)
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