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This paper represents a continuation of ongoingkwextamining the integration of the
North East Asia (NEA) transport system. In previousrk, this author has proposed a
“Customs Union” concept for NEA, referring to exdewgas far back as the European Coal
and Steel Community Treaty of 1951. This paperewsithe history of European Common
Transport Policy, including the European integratio the early 1980’s and the Treaty of
European Union (1992) that mandated common reguigatiand policies for (1)
transportation safety (2) financing for transpomfrastructure and (3) environmental
protection among member states. The applicaldiftyEA is then analyzed.

The Bermuda type of bilateral air services agreeasm@ASA) have been prevalent in
international civil aviation since the 1950s, l@mpugh to become fixed in the mindset of
air transport regulatory bodies that tend to warkservatively, be protective of both their
roles and of national carriers, and tend to be tstapof new directions.

However international air transport's increasibgtalization trends in the early eighties
with the post-deregulation US foreign air transportgotioupled with regional groupings

in other parts of the world has finally moved th&lemate of Europe obliging each member
states to open their air market to competition.

This paper is an attempt to identify the demandafoew era for the NEA region.

Keywords:

Customs Union, EU common transport policy, NortlstEZesia Transport Integration,
e-freight, International Supply Chain, Public pgli€rade strategy, Protectionism and
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An Integrated Air Transport Market for China, Japan and Korea — Il

Introduction

This paper represents a continuation of on goingkvexamining the integration of the
North East Asia (NEA) transport system.

A previous paper, first reviewed the summary rasolt five-year study titled “Policy
making for an Integrated Transport Market for Chidapan and Kored” Secondly it
added some strategic thoughts including, (1) Sekecctions three countries could take
due to commitment through international conventionsherefore, it was recommended
that a tripartite campaign be launched immediatelyhey were categorized as “action
items not exclusive to three countries but priositypuld be given for joint action”, suitable
to cross-border commercial actions for three natidme results of actions could promote a
NEA institutional body internally, also form NEA wonon interest that can be useful in
trade negotiation with third countries. (2) The Hitegration model as the precursor to
NEA could be used in order to put all work conteintsa stronger contekt This was
deemed indispensable because of fragilities that éx the basic cooperative grounds
attributable to the unfortunate history of early"2@€entury. The “ethnic nationalism”
sentiment can not be underestimated in the NEA.

For this reason, in the beginning this paper reéabgies three guiding principles of policy
visions (1) Customs Union, (2) The low common demator approach and (3)

“Managed” liberalization, thereafter as the maimpmse reviews the history of establishing
European Common Transport Policy in order to amalgpd find ways and means to
de-compartmentalize NEA economic community.

Guiding Principles for North East Asian Market Integration

(1) Customs Union — a hope for an ultimate reconctiatmethod for pending historical
iIssues

Article XXIV of the GATT *(Territorial Application — Frontier Traffic — Custts Union
and Free Trade Areas) explains that a customs ghialh be understood as the substitution
of a single customs territory for two or more cussoterritories, so that duties and other
restrictive regulations of commerce are eliminatath respect to “substantially all the
trade” between the constituent territories of theioo or at least with respect to
“substantially all the trade” in products origirmagiin such territories, and, substantially the

1 Policy making for an Integrated Market for China, Japan andd{d@’he Korea Transport Institute,
Korea, December 2005. ISBN89-5503-213-7-93320
2 Acknowledgement: I express special thanks to Dimitri Andriotis for his assistance

including provision of abundant documents regarding European single market
® ANNEX-1
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same duties and other regulations of commercepked by each of the members of the
union to the trade of territories not includedhe union. A free-trade area (FTA) shall be
understood to mean a group of two or more cust@mn#dries in which the duties and

other restrictive regulations of commerce are elated on “substantially all the trade”

between the constituent territories in productgiogting in such territories.

Here, “substantially all the trade” is understoodhaive 90% of all trade both quantitatively
and qualitatively with no major sector being exedd

If these applied to NEA's three countries, in tlase of Customs Union, China, Japan and
Korea will have no individual tariff and trade pmjibut single one common to them, and
consequently would settle export/import duties exdlively under the single trade policy
with third countries. It is considered to be asdditigal process of economic integration.
In the case of FTA, they still maintain individualtiff and trade policies and separate duty
accounts settlement. It is a bottom up procesglyndsven by business sectors.

Both processes are exempted from Most-Favored-Natimciple of the WTO, required to

report as Regional Trade Arrangements (RTA). A#lafch 2006, a total 193 RTAS are
reported to the WTO irrespective of whether they active or dormant, consisting of 124
FTAs, 11 Customs Union, 22 Preferential Trade Agrests among developing countries,
36 GATS-FTAs.

Today, regionalization by means of FTAs has beeweldping. There are number of
development cases growing to reach to the nexesihgegionalism, the Customs Unibn.

(2) The low common denominator approach - the apprdsathcan accommodate different
economic systems as well as different economicatldpment stages

After the World War 1l, Japanese “Zaibatsu” (fine@roup system) was disbanded by the
occupation regime yet recovered by her entrepreshguiblessed by series of economical
tailwinds. Korea’s economical success owes muciChaebol” through which government

systematically supports private sectors. And Chioday is also showing her great

economical success under market economy led bgdmmenunist regime. Although ECSC

High Authority had to give up production quotass&pe did not altogether forsake state
aids. The balancing effort between co-operation @rdpetition among the strong and the
weak, or large and small is on going in the EU yoalad even inviting more fresh members
into the Union.

No matter the different levels of development eaxdrket may stay in technical, financial,

environmental, business and all others, all mwst §tom the lowest level emulating each
other to reach to common higher levels. The emangbrocess should include not only the
low level unilaterally upgrade to the other higlherels but also high level, together with

the others verify its systems or know-how durablelénger term future generation and in

* http://www.ide.go.jp/Japanese/Research/Theme/Eco/Int/
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larger scaled operations after integration.

(3) “Managed” liberalization — establishing the comminterest of NEA to contribute to
the global economy

In compliance with the WTO and other principleg MEA will also find exceptional cases

such as essential services or industries to begiext from open competition. The previous
study mentioned exceptional cases where revenpeofit sharing, compensation schemes
to the weaker parties, government aids and oth&rcampetitive measures shall be

considered. In such context, NEA liberalization ippl should be called “managed”

liberalization.

PART ONE: Summary of EU History Study and Applicability to NEA
[. Building the Common Transport Policy

1. Eight reasons make Transport industry protective

(1) Transport infrastructure and equipment are \earstly. Roads and rails with bridges and
tunnels, ports and airports, trains, fleets, amptaand equipment to assure safe and efficient
operation are all costly to build, install and main. (2)Governments in most cases provide
financial aids and assistance using law instrumeimésacterizing the industry as the strategic
instrument of national well-being and economic depment. (3)This implies high barriers to
market entry for new entrants not to mention fanegpmpanies. Companies are usually
licensed, and therefore administered by governméitials by laws and regulations. The
transport industry generally maintains closer thamal government-private relationship albeit
with users. The result therefore has a naturaleeoyltowards being monopolistic.

(4)Transportation asset costs are so high thaares fare affordable to users if charged in full.
Total fares cannot recover the investment over @agonable period of time.(5)In the
market, when the train, ship or airplane is abauté¢part, either picking up “last minute
jumping in passengers” or carry empty seats hasigmficant difference in costs recovery,
because marginal costs (incremental costs) to yickuch last minute passenger is close to
zero. (6)Carriers therefore are tempted to givepdgiscount to just cover such very low
marginal costs at the same time maintain or gairketahare to be dominant. The scale merit
of carrier is apt to be used for market dominandeckv is a threat to fair competition.
(7)Traditionally national leaders regard transpast public services which can not be left
entirely to the private sector. (8) They fear tlaagje carrier can snowball their size forcing the
smaller competitors into bankruptcy especially whational competition laws do not protect
their domestic enterprises in international markfet they must safeguard the demands of
constituencies which carry ethnic, religious anteotcultural elements characterizing the
market and people’s traveling patterns.

These characteristics have important implicatiams rhultiple transport market integration
that are necessary to always keep in mind.
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2. EU institutional bodies

The European Council = Gives Guidance. MemberdHaads of Member states plus the
President of Commission.

Council of Ministers (Council) = Decision Making. dvhbers elected one from each
Member state. They represent the interest of haunatdes.

Parliament = Decision Making. Parliamentariansedeeted directly by citizens of Member

states.

Commission = Presents proposals for Single Maf@ete adopted, leads implementation.
20 Commissioners (2 respectively from France, Gagnkialy, Spain, UK, 1
from the rest of 10 states) are elected.

European Court of Justice = Legal supervision fati@n to Treaty of Rome
15 Judges of 6 years term. 9 Advocate Generaldh Bt by appointment
with “common accord” of Member states.

3. Brief overview of history of European Commonisport Policy

Despite the Treaty of Rome and institutional bodiesng in place since the 1950s,
European history of transport market integrationsviang and by no mean smooth.
Member countries represented at the Council didfimot Commission proposals for a
single market attractive enough to them. It wasy aafter the 1980’s when there were
climatic changes in European political and insiitdl scenes, that a window of
opportunity towards the creation of single intermahrket was present. Parliamentary
action of 1981 triggered pulling the issue outarfd period of stalemate caused mostly by
the situation in the Council. Of course the Consmis has not simply waited for such
opportunities, but never stopped in gathering mdomanto promote the single market
wherever possible. It drafted many common poligppsals and whitepapers, even too
many, to which the Council members representing BEntountries could not easily
agree. Each had different domestic priorities anédased on history, geography and
perception of national interest. The activitiesded even mechanical. Three institutional
bodies fulfilled their minimum duties, namely th@r@mission kept on creating papers,
papers brought to Council and Parliament for segiyifutile discussion.

There were also important rulings of the EuropeawurC of Justice which clarified
ambiguities of the Treaty of Rome provisions. E€disions sent alarm to correct attitudes
at other EU institutions, and especially pressioetth the Commission and the Council to
continuously build common internal policies.

The following are the key events that set the dimacof the European common transport
policy;

1957-3-25:Treaty of Rome set foundation of European Econddammunity.
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1961: Schaus Memorandum became legendary for its bold and wisip attempt to
construct policies for road, rail, inland-waterwiayegration of transport market at
the Community level.

1971-3-31: AETR case decision. European Court of Justicecsuztbd a Commission’s
external competence for the first time. The cass vearding maximum driving
hours and minimum rest period of truck drivers. Nbemstates no longer have the
right to act individually to undertake obligatiow#h third countries.

1972: Paris Summit when Denmark, Ireland and UK joined. EAt this time the
Commission summarized all previous proposals bmggverything together in an
inter-modal network in which the different modes tfinsport would play
complementary roles for a common transport policy.

1974:French Seamen case. ECJ decision rejected Frenenngnent contention that they
were entitled to apply discriminatory rules concegrthe free movement of seafarers
until the Council had adopted a common policy. Tdaurt pronounced that in the
absence of specific exemptions for transport, gemales of the Treaty of Rome shall
apply — such as competition, state aids, mobilityador, right of establishment,
non-discrimination on national grounds, etc. Ineottvords, this ECJ ruling did not
authorize the power of the Council so much as taldti a “European single market
principle” of the Treaty. Therefore, it, in effeairged the Europeans to move
forward to a common transport policy and rejectedldlaim of French government.

1981 summer:at the time of Dutch presidency, there were ad@uUE€ommission proposals
blocked by the Council therefore they even candetlee Council meeting. The
European Parliament brought both the Council aedGbmmission to the European
Court of Justice stating that both infringed on Tireaty of Rome in continuously
failing to reach decision. On 1983-1-24 the ECJated that the Council alone had
infringed on the Treaty of Rome.

1983~: Commission Director General John St8eteade a significant turn in leading the
Commission regarding common transport policy diogct He persuaded the
Commission to withdraw all pending proposals theresstart new policy building on
a clean sheet. He directed a total review of previpositions taken by the
Commission and reconsideration strictly based ughen competition rules of the
Treaty of Rome. Some old Commission proposals viesed indicating that the
Council did not even have authority to decide, iheo words Member states must
abide by the general competition rule of the TredtiRome already are in force. No
national market existed anymore, but there is glsiBuropean market, therefore no

5 Transport Commissioner 1958-1967, Lambert Schaus, Luxgmgbo
6 John Steele (UK) Director General of European Commission-119Rb
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need to bring to the Council matters in such regjard

It was as late as 1992 when for the first time W lstory, it spelled out concrete joint
objectives in the Treaty on European Union (TEWeY were about common maritime
safety standard, joint financial arrangements fdrastructure projects, and joint policies
for the environmental protection. They were no kEmgntergovernmental actions but
integrated EU actions. Soon, the Commission WhiteeP “Growth, Competitiveness and
Employment” followed in December 1993 which prombs&ans-European Networks
(TEN) needed for cross-border infrastructure pisjeln the Annex of the whitepaper, the
Commission identified 26 priority projects amongievh 14 were agreed upon by the
Council in 1994. This political initiative matchedth the financing strategy of European
banks, such as the EIB.

4. Analysis of EU process of building Common TraorgPolicy

(a) A problem of Treaty of Rome

Transport infrastructure required a huge budgdtdepended on heavy public investment.
Until TEN projects were agreed upon in 1994, dilastructure was provided by individual
governments, therefore divided by national policiB®ads and bridges had different
weight limits for vehicles; canals and locks haffedent depths and widths for vessels;
rails had different gauge, signaling and electaiien; with all operations serving the
national economies. Some operations were evenrtEsip be different so as not to benefit
neighboring countries. The Treaty of Rome had no provisions for community
expenditures which means that major “teeth” wereabwith regards to transport until the
1992 TEU.

(b) 1985 Whitepaper “Completing the Internal Matket

The difficulty and complexity of merging ten totéen sets of national transport policy is
spelled out comprehensively in the Commission vpgaiper of 1985 “Completing the
Internal Market® (otherwise called Lord Cockfield’s Whitepaper).igtpaper was the
Commission’s response to The European Council'sigsigto propose a schedule to
complete an internal market by 1992. This real wsgkes as a monumental summary of a
“to do” list in order to achieve a single intermadrket. Its focus was that all Europeans can
truly enjoy the benefit being EU citizens with tfree movement of goods, persons,
services and capital. But for millions of peopleonfhaithfully served their national interests
directly or indirectly, this was not an acceptablessage serving to pull the carpet from
under their feet. For instance it included charngegpvernment policies for procurement of
goods and services which meant to providers a dbggegular customers who had been

7 Transport Policy in the European Union, Handley Steven8,Z4lgrave Macmillan ISBN
0-333-71695-7, P56-58.
8 http://feuropa.eu/documents/comm/white_paper/pdf/com1985 03k0pdf



Nagata

maintained through good relationship with key goweent officials. In other cases, it
might have meant that for experts in the bilateejotiation of air traffic right exchanges,
that their skills and expertise in handling confida@l memoranda and confidential
information would become obsolete. These individuad all the reasons to defend their
benefit and well-being. Nevertheless, the Whitepgpeposed the following:

Part One. Removal of Physical barriers:

Disappearance of border control facilities thatldedth the physical control of customs
duties, immigration, vehicle authorization, quantt goods carried, dangerous goods, and
physical count for statistics.

Part Two. Removal of Technical barriers:

Free movement of goods, services, labor and priofesscapital, release of national public
procurement policies to the Community under title ‘Creation of suitable conditions for
industrial cooperation” nine paragraphs(136-f44)Creation of a Legal framework
facilitating cooperation between enterprises”, aapplication of Community Law
especially about competition policy and state aids.

Part Three. Removal of Fiscal barriers:
Value Added Tax, Excises
(c) Trans-European Networks(TEN) construction pbje

This was understood as a lobbying success by Gréetend, Spain and Portugal, which
were concerned about further disadvantages, gikeim peripheral locations. The more
economic and monetary union developed the grela¢ecdncentration towards the northern
European heartland. At the least they must mainpdipsical links within Europe. 14
projects approved by the Council in 1994 required Billion Euro capital over 20 yeafs

The benefit of this TEN project were never quaetifibut authorized by the assertion
calling this a key factor in competitiveness, swing that the benefit would far outweigh
the costs. Therefore the TEN program was considerbeé more political than economic in
its motivation. As the result, this massive infrasture program has become firmly
established as a feature of the EU common trangmoity, substantially enhancing the
position of the EU institutions, in particular t®mmission as a key player in European
transport policies.

9 ANNEX-2
10 Each year Euro 20 billion, with its breakdown; EU budget=Euro.50 billion, EIB/EIF
loan=70 billion, Eurobond=80 billion



Nagata

[I. Applicability to NEA

1. European success stories

The European example provides a living history Wwhio outsider can copy as such, but
provides lessons to be learned. The success stasi@sEU history seem to be uniquely
European, with the following two stories servingeasmples of political victory over the

bureaucracy.

(1) In 1957 when six countries (France, Germany, It&@glgium, the Netherlands,
Luxembourg,) negotiated the drafting for the TreaftyRome, representatives of states
could not reconcile the conflicting positions inetlntergovernmental negotiations
because they gave too much importance to transpetdils. So they took the
negotiations out of the hands of the transportiafls, settling for a short transport title
hurriedly drafted to specify the procedures undhaictv the “new institutions” would
establish a common transport policy.

(2) TEN projects were initiated in 1994 skipping progeonomical assessment of their
effects and investments; but together with thesgepts the EU could finally establish
common ground for construction of cross-border gpamt infrastructure combined
with the environmental protection. Indeed this wdmat the drafter of Treaty of Rome
deferred to the “new institutions” as mentioned \adl). The real economic
assessment of each project would have to be rakeltiger politically or economically,
or in some combination in due course in the future.

North East Asian bureaucracies, if there were $aagh, would not be treated so lightly as
in ways as described in the above European examphey have their own origins, each
strengthened by modern western theory. In any pal@king in the three countries,

mainstream bureaucrats and group of experts musiniothemselves no matter how long
the consultations take to reach consensus. They ti@aminant influence it in all levels of

policies, so they need to be trusted. There imdetecy in Asia to gauge the importance of
issues by degree of involvement of mainstream hucraaies.

2. Strateqic focus in the NEA environment

Since the EU institutional bodies were foundedramsform the collective Member states
into a single market, reform actions had to be dmated with and exercised by Member
governments. The above two stories were the cakes ®U institutional bodies suddenly
became political, moved on their own when the matiggovernments were not in control.
But in both cases, the substance of issues remainesbolved, and had to be deferred
much to the future. If this understanding is brgadbrrect, what are the roles of EU
institutions in relations to the development of sistance? The Commission is mainly a
planner; the Council is for decision making; Pamént works for transparency; the
European Court of Justice is the guardian of theafir of Rome; and the remaining

10
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institutions depend upon national governments:

In the NEA case, there are no dedicated supraratimdies such as the EU. But national
bureaucratic institutions can, fulfill almost alirfictions of EU institutions except for
transparency which may require a separate neubdy.blrhere are no contestable bodies
other than bureaucracies in national policymakiaagd the transparency issue in
implementation should be of paramount importangetlie three countries. The trusted
authorities need to be monitored and required tabésh chances for systematic disclosure.
The following three major strategic directions ob) Bvould be useful to NEA case,
especially in consideration of disclosure.

(1) The external pressure, awareness of competitivii@os

The US deregulation act of 1978 influenced EU hystaf its common transport policy,
promoting a single internal market through liberalion and competition.

This should be considered especially in connecivith issues of consumer benefit and
market competition.

The speed should be of essence when using thenakteromentum for any strategic
purposes. Publication media such as internet, cviferences and forum discussion
would be helpful in enhancing awareness of conssraed mainstream bureaucracies alike
with regards to projects because it is a marketpsdition issue as well as consumer issue.

(2 ) Multilateralism is more transparent than lg@tatism

Under bilateral system, many documents of confidemtature are exchanged with an
agreement, for examples “confidential memorandumunélerstanding,” “confidential
agreed minutes” and other diplomatic notes. Theyracorded with detailed discussion in
negotiation often in summary, sometimes even wgrd/érd. They are essential bases for a
continuing series of negotiations between two coestbecause records are binding even
though unofficial. Unofficial documents are usuatlgt open to the public; they are kept
confidential among a small number of governmentiais.

Although multilateral organizations such as OECD,@QY ECAC, ICAO wish to trace after
these documents to understand exchanged realities, effort in access to deeper
information sources is limited. The bilateral obligns, official or unofficial, are other
causes of national government reluctance at th€&uhcil.

Avoiding a discussion of the bilateral format walutomatically make issues more
transparent as in the cases seen in Commissiorogalspdistributed to Parliament and
Council for debate and decision.

(2) Creation of a Legal framework facilitating coop@vatbetween enterprises

11
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Numerous potential joint projects failed to matizeabsent a community legal framework
for cross-border activities by enterprises for aaagion between different member states.
An association known as the “European Economicrdste Grouping”, governed by
uniform community legislation will make it easiasrfenterprises from different member
states jointly to undertake specific cross-bordetivdies. The Whitepaper proposed a
statute for a European Company as an optional lEgaed at community level for the
industrial cooperation for a unified internal matrke

PART TWO: Market Integration of NEA in the New Era

PART TWO, departing from the study of the Europemmperience, turns to the NEA
transport market. Here it tries to identify a fewaim approaches. An illustration of an
import experience that the author recently haddded to help in the understanding of
transport issues from the user’s perspective.

I. Rationalize transportation business process usg I T

The Japanese Business Federation as known as Bapdanren, issued a policy paper
dated November 21, 2086 This paper should evoke responses by governoféines
concerned. This movement would reveal current groklin export/import procedures in
Japan with the various thoughts for solutions. Wufwately this did not reflect the NEA
context at all, although it still is very relevdotthis discussion. Therefore the highlights of
the proposal should be shared below:

Problems of current structure and system
(1) Inconvenience to users due too many customs expurt restrictions.

(2) Separate Compliance Program each Ministry and Agemust issue that are
burdensome to companies.

(3) “Single Window System” is not thorough, yet islgticonvenient.
(4) Port administrators issue different forms. Papsr@ampaign unsatisfactory level.

(5) Products of Originating certificate costs higheartfother foreign countries. Timing of
iIssuance needs to be regular and predictable.

In addition, security measures must reform urgetatithe post 9/11 level compatible with
the WCO, USA and EU.

11 “Requesting Fundamental Reform of Trading system. — A canoeéirm direction promoting
Global Supply Chain-* (Japanese text, ANNEX-4 English tedius)

12



Nagata

Concrete proposals:

(1) Designing structure and system in accordance wi@ON (a) ACI (Advanced Cargo
Information) e-guideline in full, real “One-stoprsee” by single system throughout
government offices, and G to G compatible with otbeuntries (b) AEO(Authorized
Economic Operators) Compliance Program, unify Céhddrd, establish incentive
programs to companies, and designing the fundamestport-import customs
clearance system such as revise the handling pknof bonded cargo for export and
“two step application principle” that authorizesrgma delivery not waiting for
“Application for Import Tax” procedures (import).

(2) Product Originating Certificate should be issuedilgaand handled more flexibly. Its
rules and regulations be made more transparent@ncenient to apply.

(3) Port Authority administration must be reformed itegrate all ports in Japan and their
seamless operation with ports overseas. More desdrdrol at national level so that it
can unify policies, standardize forms and advaragegess culture.

(4) Establish a headquarter for trade strategy cootidman the Cabinet. Members are by
appointment from Ministers and experts from thevaie sector. Main purposes are
primarily the integration of all ministries and agees in trade policy and strategy
through horizontal coordination and decision making

Il. Legal Framework supporting the rise of small-nd size business of NEA

Legal predictability is crucial for business deymtwent in liberalized market. Unlegislated
rules and regulations such as administrative guaelamlirection, order, or precedents,
government authorized or endorsed practices ofstirtes can be used in discriminate
against non-national enterprises. These shoulddiglated as far as possible, at the same
instance the ground of “across the counter microagang” should be avoided.

The conditions to encourage especially small andiune enterprises to engage in cross
border business within the common markets will neglegal support. Further, the legal
framework facilitating cooperation between entesgsiof the three countries should follow,
and a statute for “NEA company registration” wi#d lbunded as described in “Creation of
suitable conditions for industrial cooperation” &ation of a legal framework facilitating
cooperation between enterprises”.

I1l. Heating up every corner

Nobody would argue about the importance of “pdditiwill” in the case of a project of this
magnitude. However even the EU experience is nairaple as how it might have been
perceived. For this reason, this study focuseshendetail of substance, particularly on

13
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“individual benefit”. Building common interest ihe NEA through commercial activity
integration is one end of the ultimate goal opgowitthe political unification.

Individual benefit can attract new entrants andtlet same time solicit changes in
conventional businesses patterns and modes. Ircas®, when the aim is as big as this,
power from all dimensions must help in constandgating up this formidable project.

1. Political will

A Chinese government representative mentioned gtrgpolitical will” which was
expressed in a declaration by the head of thrdesst#t is the “Joint Declaration on the
Promotion of Tripartite Cooperation among the PegpRepublic of China, Japan and the
Republic of Kore&” of October #', 2003, singed by Premier Wen Jiabao, Prime Ministe
Koizumi Junichiro and President Roh Moo-hyun iniBadonesia.

They agreed to establish a three-party committestesy to study, plan, coordinate and
monitor the cooperation activities of all listedthis declaration such as trade facilitation,
civil air transportation, inward foreign direct stment, regional financing, e-business,
environmental protection, personnel exchanges aundation. The committee is to make
annual progress report to the summit meetings. @ugdlitical declaration as this should
not be stymied by complicated national systemsshiould be faithfully followed up and
exposed to the public.

2. Environmental protection

The environmental protection has become the higpestity issue, today. The EU
formally launched campaign as early as 1986 bySihgle European Act (SEA) and later
in 1992 the Treaty on European Union (TEU) addrgssthe issue in transport
infrastructure project financing. In cargo trangpbon, it is said that the railways. consume
fuel at a half the rate transportation and the wedgs are even lower than railway. The
Marco Polo program is developing an inter-modahgportation network of Europe in
combination with the environmental protection godlse EU experience in this end should
require special attention. Environmental issues lmaran additional fortunate catalyst for
NEA integration because of borderless nature ofstige.

V. An Import Experience - A door to door shipment Shenzhen, China - Kyd&man

1. Shipment informatian

Shipper: Mme. Pang XF, Shenzhen, China - Consigde Gao XH, Kyoto, Japan
Shipment: 5 boxes of printed material (restauragum), 105 kilos. - Incoterm: CFR case
Exporter: Guangzhou Sunrise International Trading Guangzhou, China

Forwarding Agent: Seika Trading Co., Yokohama, dapa

12 ANNEX-3
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Bill of Lading: Continental Novo Lines Inc. GZEL20030382, freight prepaid,
issued and signed by China Trans Int’l Ltd. (corusdbr)
Pre-carriage by: Hai Long 118 (2007-03-19), Océeassel/ Voy. No. OOCL FAIR 042N
Port of Loading: Huang Pu, China - Port of Discleai@saka, Japan
Place of Delivery: Osaka, Japan - Shipped on bdare: March, 19, 2007

2. Pre-clearance actians

March 23, 2007: Forwarding Agent in Yokohama sehtrival Notice & Debit Note” to
Consignee in Kyoto by FAX. Total JYE 21,993 to lzédoto their bank.
Vessel arrives on March 26

The break down of JYE21, 993 is:

System Charge (charge in China) JYE 6,513
FAF(Fuel Adjustment Surcharge)/YAS(Yen AppreciatiBurcharge) JYES500
CFS (Container Freight Station) Charge JYE 3,980
C.H.C (Container Handling Charge in Container Yard) JYE 1,500.
D/O (Delivery Order) Charge JYE 8,000
Carrier’s D/O Charge JYE1,500

Delivery Order will be issued at Shibusawa Souko &d@saka Port
CFS Storage at Shibusawa Souko Co. at No.3 Pi@saka Port, NACCS Code; 4AW71

Instruction said that Delivery Order would be reled by the bond warehouse company
(Shibusawa Souko Co.) in exchange for the paynmeugsdipt of the above, Arrival Notice
and a document set consisted of Bill of Lading,kiar List, and Original Invoice which
must be mailed separateiisom shipper in China (Mme. Pang XF) to consig{ide Gao
XH). The same full documents are carried togethighh wargo onboard and submitted to
Osaka Customs.

3. Customs Clearance:

After receiving the mailed documents set from Chindsited Shibusawa Souko at Osaka
Port bringing with payment receipt and Arrival N&j in order to get Delivery Order
where following questions were asked while checlalhglocuments were in place;

“Who is your customs clearance agent?” — answermaeasgent, self clearance.

“Do you have experience doing customs clearance&iswer was no, not this kind. “Oh,

Similar questions were asked at the very beginmipng-orwarding Agent in Yokohama
when they sent Arrival Notice and Debit Note by FAMiring a customs broker was a
softly pressed routine. But D/O was given anyway.

At the Customs Office | was directed to the “Corteibn Desk” where they gave me full
assistance. “Application for Import Tax” certainheeded professional assistance in
determining the amount of duty and other taxeseluby the government and local
authority. After paying JYE700 tax at a nearby pofiice, with all other documents |
brought and Delivery Order, | was taken to the ro#fice to present all documents, i.e. the
tax payment receipt, Application for Import Tax@/B/L, packing list and original invoice.
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Approximately in an hour the customs officer sumuidg cross-checked between their
documents and submitted documents and cargo, Igives the “Application for Import
Tax” with approval stamp. However | was told thag shipment was selected to go for a
spot check therefore | needed to have an appoittwignthe special customs inspector.

This meant that a hired taxi need to be arrangeaudthorized transportation between the
bond warehouse at the No.3 Pier and the inspeatiea of the Osaka Port customs office,
approximately 10 miles away. The goods temporaglgased to me by bonded warehouse
personnel with customs office permission for insie&c Goods were supposed to be in the
inspection site before the inspectors arrived, aswecommended by my taxi driver that
buy inspection assistance services from the “Ogaiad Trade Services Center” because
nobody is supposed to touch the goods during thigeiction except for inspectors and their
designated personnel.

After lunch break, two special inspectors arriveahf the main customs office equipped

with chemical and X-ray detectors and the inspecsiarted. They asked the assistant from
Trade Services Center to open all five boxes, majlsi checked printed restaurant menu
which formed the content and finished the inspeciiofive minutes or so.

The Trade Services Center personnel now allowedcdmeents to be put back into five
cartons, taped and sealed them with “inspectedkets. He even helped me put them into
the hired taxi. The charge for this inspection W&& 4,290. But the form to fill out to buy
their services, called “Request for reforming tradgoods”, was completed in conjunction
with “Application for Import Tax” by serial numbeiThe form implied large sized
operations were taking place in this service.

4. Post Customs Clearance

Having cleared with customs inspection, goods wramsported back to the No.3 Pier bond
warehouse for the final and official delivery wiggayment. The final bill from them
included:

Handling charge for Reforming inspection JYE 2,000
Storage charge at bond warehouse JYE 2,100
Delivery charge JYE 1,200

As there was no transportation service availabtepixfor the taxi at the Osaka Port area,
the five boxes were transported by the same taalbout 50 miles from the Osaka Port to
Mr. Gao’s Chinese restaurant in Kyoto. Total cdshiang the taxi for approximately four
hours was JYE 16,480.

5. Review and summary

Throughout the process, all the people concernect weady to follow the laws and
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regulations. Further they seemed to meticulouskeole what the law should expect and
more.

Their attitudes seemed conscientious but uncomiomand bureaucratic like a sample of
good public servant. This should be acceptablemeub customs officers, but all related

private businesses looked monopolistic. General ebfabor (handling charges) seemed
not outrageous, even though some services werendadu At the same time it looked

understandable that workers must defend their Thiere must be some signals regarding
law enforcement coming from government to such gteventities. And private entities

communicate with government officials for their maitconvenience.

(1) Occupied facilities at the Pier area

When the Port of Osaka went under major constragirojects decades ago, like almost all
other public projects, government initiatives mhiave encouraged investment from private
entities. Usually banks assist trading companiesh sas bonded warehouse operators,
customs brokers, cargo forwarders, trucking conmgmnshipping lines to participate in
competition to get some share of a project. Tlee @rea looked completely occupied by
such conventional stakeholders with their fixed/ees usually regulated. It left no space
for any potential users’ needs, for instance rec#étaservices, internet portal stations and
convenient stores which | wished | could use.

(2) Prescribed services chain

Shibusawa Souko Co. at No.3 Pier is one of theshialklers among others such as customs
brokers, door-to-door delivery companies. It wassaal scene of similar public facilities
with no sign of customer services especially fochsgustomers who chose not to buy
customs clearance services from the bonded warehmusustoms broker which connects
to other services such as the delivery services.

(3) Competition and Alliances

The trading company in Guangzhou appointed an impading company at the Port of
Yokohama in eastern Japan instead of at Osaka whiclosest to the consignee location.
This implied wide scale of competition exists amaragling companies and carriers, while
within each port, more government licensed businigssn play. They are bonded
warehouses, customs brokers, and customs inspedsgistance by trading center services.
Their services are in accordance with customs adigmis connected with each other in a
chain with commission payments sometimes added|$o b

(4) Desirable export and importing

The imported printed material (105 kilos.) was #ldi larger than that might have
considered using the courier service such as DHEDEX or UPS but speed was
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unnecessary. But following the courier cargo contexfreight using the internet portal
supply chain ideas were thought desirable andstealin today’s business environment.
Samples of cargo portal services are already dlailan internet in the US market, and
may already be in services in the NEA market, too.

In order to put all components of logistic systesuch as sea, air, ground transportation,
storage warehouse and tens of kinds documentagimtss all connected by a tracing and
tracking computer system in place, those servicesviglers must physically avalil
themselves at all locations with or without licesise

CONCLUSIONS

This study of the EU common transport policy depetent was intended to search for a
strategic direction encouraging NEA market intagrat An important question is why it
took as long as four decades despite the TreaRoafe, and the EU institutional bodies in
place for the EU to reach the stage of having joorcrete programs by Trans-European
Network construction projects. A symbolic story wae way the Treaty of Rome was
discussed inviting representatives from Memberestahe single internal market idea
challenged their reluctance to commit to this idaéhough the EU system relies on
national governing bodies, their concerns were ptarely shelved by political pressure.
Also in the case of the Trans-European Networkqmtsj their economic assessment was
preceded by a political balance among Member stdtee work was left to national
governments whose primary concern should be to &tk the livelihood of their citizens.
For some projects it might not be clear who th&edtalders are and what their benefits are.
In the worst case, financial burden is prohibitiee expect any interest. EU common
transport policy projects are not all positive gielasant to all. National governments are
often placed in a dilemma that they must exercsaeswork that would the least like to
execute.

Traditionally China, Japan and Korea might be otter&zed as “bureau-centric” states
where bureaucracy is the dominant and trusted ffmc@olicy making and enforcement.
Even the political sectors are not free from th&hmerefore nothing can escape government
systems run through bureaucracy. When such mutiimelt project were engaged in the
NEA, their approaches should be “bottom-up” in camgon to that of EU political
top-down.

But in such a bureau-centric structure, lack afiggarency and micro-management are two
concerns for corruption busters as well as for mi@ms of pro-competitive market
economy. Desirable international arrangements areltilateral conventions and
multi-national agreements. Bilateral deals, esglcidue to too much confidentiality
involved, should be discouraged including bilateialservices agreement.

These two issues are crucially important for singkrket integration as addressed in the
1985 EU Commission Whitepaper “Completing Interidirket”. Similar to what the
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Commission addressed, the NEA transport markegiat®n needs to establish a legal
framework to encourage and support small and nzidesbusiness entry into the NEA
internal market. It will provide an adequate legaddictability. The 2006 November policy
proposal by The Japanese Business Federation thoyss international logistic systems
and customs regulation simplification using e-tetbgy. There are also other initiatives
for strengthening competitiveness of regional bessn They should be in the same
direction to add more new businesses into the méokénstance, an internet portal logistic
system.

NEA transport market integration should alreadyirbprogress if many bottom-up reform
Government officials should make the changes las¥ud.

A “Low common denominator approach” can alreadyapplied at every scene of reform
activities, as mentioned above. This approachsis ahderstood in an analogical expression
by “Cask Theory” which means that the capacity dfaarel (cask) is determined by the
lowest lath.

On October 7th, 2003 three top political leader€bina, Japan and Korea signed a “Joint
Declaration on the Promotion of Tripartite Coopenat especially in recognition of the
importance of the three countries for stable ecao@®velopment of ASEAN. As the Cask
Theory was applicable to real and full integratiohEU, the Declaration of the NEA
leaders should be entitled for more attention aaspect. A relatively low profile NEA
Declaration may be enough for now until real in&gn in the business fields reaches
some visible level.

Koki Nagata

Air Transport Research and Advice
4707 Connecticut Ave., NW. Apt. 209,
Washington, DC. 20008 USA

e-mail address: koki@nagata.com
phone/FAX: 1-202-248-7988
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ANNEX-1:
The General Agreement On Tariffs And Trade

Article XXIV Territorial Application--Frontier Traffic--Customs Unions and Free-trade
Areas

1. The provisions of this Agreement shalt applythe metropolitan
customs territories of the contracting parties @aodany other customs
territories in respect of which this Agreement hmeen accepted under
Article XXVI or is being applied under Article XXXl or pursuant to the
Protocol of Provisional Application. Each such ouss territory shall,
exclusively for the purposes of the territorial bation of this Agreement,
be treated as though it were a contracting partyyiBed that the provisions
of this paragraph shall not be construed to craayerights or obligations as
between two or more customs territories in respéethich this Agreement
has been accepted under Article XXVI or is beingligol under Article
XXXIII or pursuant to the Protocol of Provisionalpplication by a single
contracting party.

2. For the purposes of this Agreement a customstamsr shall be
understood to mean any territory with respect toctvtseparate tariffs or
other regulations of commerce are maintained feulastantial part of the

trade of such territory with other territories.

3. The provisions of this Agreement shalt not bestmed to prevent:

(a) Advantages accorded by any contracting paradjacent

countries in order to facilitate frontier traffic;
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(b) Advantages accorded to the trade with the Fexetory
of Trieste by countries contiguous to that tergitqrovided
that such advantages are not in conflict with theafies of

Peace arising out of the Second World War.

4. The contracting parties recognize the desitgtoli increasing freedom
of trade by the development, through voluntary egrents, of closer
integration between the economies of the countpasties to such
agreements. They also recognize that the purpoaeo$toms union or of a
free-trade area should be to facilitate trade betwéhe constituent
territories and not to raise barriers to the trafl®ther contracting parties

with such territories.

5. Accordingly, the provisions of this Agreemenamot prevent, as
between the territories of contracting parties, fitvenation of a customs
union or of a free-trade area or the adoption ofirgerim agreement
necessary for the formation of a customs union foa dree-trade area;
Provided that:

(a) with respect to a customs union, or an intaagreement
leading to the formation of a customs union, th@eduand
other regulations of commerce imposed at the urgiin of
any such union or interim agreement in respectanfe with
contracting parties not parties to such union aeeagent
shall not on the whole be higher or more restrectivan the
general incidence of the duties and regulationsooimerce
applicable in the constituent territories priorthe formation
of such union or the adoption of such interim agreet, as

the case may be;
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(b) with respect to a free-trade area, or an imexgreement
leading to the formation of a free-trade area,dbges and
other regulations of commerce maintained in eachhef
constituent territories and applicable at the fdramaof such
free-trade area or the adoption of such interineagent to
the trade of contracting parties not included iohsarea or
not parties to such agreement shall not be highenare
restrictive than the corresponding duties and other
regulations of commerce existing in the same ctuesit
territories prior to the formation of the free-teadrea, or

interim agreement, as the case may be; and

(c) any interim agreement referred to in sub-paplgs (a)
and (b) shall include a plan and schedule for tiimétion of
such a customs union or of such a free-trade ardanwa

reasonable length of time.

6. If, in fulfilling the requirements of sub-paragh 5 (a), a contracting
party proposes to increase any rate of duty instersily with the provisions
of Article 1l, the procedure set forth in Article XX/1ll shall apply. In
providing for compensatory adjustment, due accanatl be taken of the
compensation already afforded by the reductionsugitb about in the

corresponding duty of the other constituents ofuhien.

(&) Any contracting party deciding to enter intcustoms
union or free-trade area, or an interim agreemeadihg to
the formation of such a union or area, shall proynpotify
the CONTRACTING PARTIES and shall make available to
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them such information regarding the proposed upioarea
as will enable them to make such reports and
recommendations to contracting parties as they degm

appropriate.

(b) If, after having studied the plan and schedubtuded in

an interim agreement referred to in paragraph 5 in
consultation with the parties to that agreement takihg
due account of the information made available roatance
with  the provisions of sub-paragraph (a), the
CONTRACTING PARTIES find that such agreement is not
likely to result in the formation of a customs umior of a
free-trade area within the period contemplatedheygarties

to the agreement or that such period is not a redde one,
the CONTRACTING PARTIES shall make
recommendations to the parties to the agreemeetpalies
shall not maintain or put into force, as the casg tve, such
agreement if they are not prepared to modify @géoordance

with these recommendations.

(c) Any substantial change in the plan or schedwterred to in
paragraph 5 (c) shall be communicated to the CONTRIANG PARTIES,
which may request the contracting parties conceto@dnsult with them if
the change seems likely to jeopardize or delay ynithe formation of the

customs union or of the free-trade area.

8. For the purposes of this Agreement:
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(@) A customs union shall be understood to mean the
substitution of a single customs territory for two more

customs territories, so that

(i) duties and other restrictive regulations of
commerce (except, where necessary, those
permitted under Articles XI, XII, XIII, XIV, XV
and XX) are eliminated with respect to
substantially all the trade between the constituent
territories of the union or at least with respezxt t
substantially all the trade in products originating

such territories, and,

(i) subject to the provisions of paragraph 9,
substantially the same duties and other regulations
of commerce are applied by each of the members
of the union to the trade of territories not incdd

in the union;

(b) A free-trade area shall be understood to megroap of
two or more customs territories in which the dutesl other
restrictive regulations of commerce (except, whereessary,
those permitted under Articles Xl, XIlI, XIII, XIVXV and
XX) are eliminated on substantially all the tradsvizeen the
constituent territories in products originating isuch

territories.

9. The preferences referred to in paragraph 2 oiclarl shall not be
affected by the formation of a customs union oa dfee-trade area but may

be eliminated or adjusted by means of negotiatwitis contracting parties
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affected. This procedure of negotiations with aBedccontracting parties
shall, in particular, apply to the elimination ofeferences required to

conform with the provisions of paragraph 8 (ajp6p paragraph 8 (b).

10. The CONTRACTING PARTIES may by a two-thirds orédy
approve proposals which do not fully comply withe thequirements of
paragraphs 5 to 9 inclusive, provided that suchpgsals lead to the

formation of a customs union or a free-trade anghé sense of this Article.

11. Taking into account the exceptional circumsgsnarising out of the
establishment of India and Pakistan as indepen8ties and recognizing
the fact that they have long constituted an econamit, the contracting
parties agree that the provisions of this Agreensieatl not prevent the two
countries from entering into special arrangemerith vespect to the trade
between them, pending the establishment of thetuahdrade relations on a

definitive basis.

12. Each contracting party shall take such reademabasures as may be
available to it to ensure observance of the prowsiof this Agreement by

the regional and local governments and authonwésin its territory.
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ANNEX-2
VI.

133,

134.

135.

CREATION OF SUITABLE CONDITIONS FOR INDUSTRIAL COOPERATION

The removal of internal boundaries and the establishment of free
movement of goods and capital and the freedom to provide services
are clearly fundamental to the creation of the internal market.
Nevertheless, Community action must go further and create an
environment or conditions Likely to favour the development of
cooperation between undertakings. such cooperation will strengthen
the industrial and commercial fabric of the internal market
especially in the case of small and medium sized enterprises, which
are particularly sensitive to their general environment precisely
because of their size.

In spite of the progress made in creating such an environment,
cooperation between undertakings of different Member States is
‘still hampered by excessive legal, fiscal and administrative
problems, to which are added occasional obstacles which are more a
reflection of different mental attitudes and habits. It is,
however, the Commission's function to take steps to deal with any
distortion of competition arising from the partitioning of markets
by means of agreements on business practices or undisclosed aid
from public funds. The commission will also continue to apply
competition rules by authorizing cooperation between undertakings
which can promote technical or economic progress within the
framework of a unified market.

The Commission will also seek to ensure that Community budgetary
and financial facilities make their full contribution to the
development of greater cooperation between firms in different
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136.

137.

138.

139.

140.

HeTber_Statgs. It will seek to guide future research programmes in
this direction, both at the precompetitive research stage and at
the stage of pilot or demonstration projects. The ESPRIT and BRITE
programmes now underway have already had a very positive impact on
European firms in terms of the opportunities for cooperation which
they represent. The Regional Fund must also be enabled to
contribute to greater cooperation between firms.

Creation of a legal framework facilitating cooperation between

enterprises.

The absence of a Community Llegal framework for cross—border
activities by enterprises and for cooperation between enterprises
of different Member States has led - if only for psychological
reasons - to numerous potential joint projects failing to get off
the ground. The Community is now, for the first time, setting the
stage for a new type of association to be known as the "European
Economic Interest Grouping” that will be governed by uniform
Community legislation and will make it easier for enterprises from
different Member States jointly to undertake specific activities.

Also, it is worth noting that a Council decision is still awaited
on the proposed statute for a European Company. The Commission is
conscious that the creation of an optional Llegal form at Community
level holds considerable attraction as an instrument for the
industrial cooperation needed in a unified Internal Market. A

~ decision on the proposed statute will clearly be needed by 1992. In

the interim period, the Commission intends to concentrate on
measures to approximate national Laws and does not preclude the
possibility of amending jts European Company proposal in order to
build on results achieved in discussions of approximation measures.

The small number of one-man businesses apart, enterprises are
generally organised in the form of companies or firms, and the
Community rule on non-discriminatory treatment applies to them when
formed in the Community. This rule js of prime importance where the
acquisition of shareholdings is concerned.

There is a case, however, for making better use of certain
procedures such as offers of shares to the public for reshaping tne
pattern of share ownership 1in enterprises, since the rules
currently in force in this sphere vary a great deal from ane
country to another. such operations should be made more attractive.
This could be done by requiring minimum guarantees, particularly on
the information to be given to those concerned, while it would be
left to the Member State to devise procedures for monitoring such
operations and to designate the authorities to which the powers of
supervision were to be assigned. A proposal will be made in 1987
and the necessary decisions should be taken by 1989.

As and when the internal market is developed further, enterprises
incorporated in the form of companies or firms Wwill become more and
more involved in all manner of intra-Community operations,
resulting. in an ever-increasing number of links with associated
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141.

142.

143.

144,

enterprises, <creditors and other parties outside the country in
which the registered office is Located. To keep pace with this
trend, a series-of measures have already been taken or are under
discussion aimed at coordinating Member States laws, especially
those governing Llimited companies,  which, in economic terms,
constitute the most important category.

Admittedly, this approximation of legislation is designed to secure
equivalent protection for those concerned but these are, to a very
Large extent, enterprises too. In point of fact, by improving the
Legal relationship between enterprises, the coordination of company
law has at the same time improved cooperation between them.

Nevertheless, a company constituted under a specific national Law
does not enjoy the same facilities as a natural person when it
comes to moving from one Member State to another. The traditional
ways of setting up 1in another Member State involve the
establishment of _subsidiaries or branches, for which non-
discriminatory treatment is expressly Llaid down in the Treaty of
Rome. As things stand now, however, the Legal position of branches
set up by companies from other Member States is far from
satisfactory throughout the Community. Thus, to the extent that
certain matters affecting the corporate sector have already been
harmonised, branches established in the Community and forming an
integral part of an enterprise should also reap the benefits of
such harmonisation under a Legislative policy of deregulation. With
this in mind, the obligation, say, to publish accounts relating
only to the activities of a branch established in the Community
should be dispensed with in all cases, provided a copy of the
parent company's accounts is Tfiled with the registration body
responsible for the branch. A proposal will be made in 1986 to
permit a decision by the Council in 1988. -

If it is to satisfy the needs of a genuine internal market, the
Community cannot concentrate simply on the arrangements for
creating subsidiaries or branches in order to make it easier for
enterprises to set up in other Member States. Enterprises must
also be able to engage in cross-border mergers within the

. Community. This facility could constitute the Llast stage in a

process of cooperation beginning, for example, with the
straightforward acquisition of a shareholding. On the face of it,
adoption of the Commission's proposal for a tenth Directive seems
to pose fewer difficulties especially as it could, to a very large
extent, settle the matter by reference to the rules already in
force on internal mergers.

In practice, cooperation will result more often than not in the
creation of a group of legally separate but associated enterprises.
This development 1is already the subject of coordination in the
field of consolidated accounts. However, 1is it possible te stop
there ? The fact is that the transparency of the group is not the
only issue at stake. A fair balance must also be struck between
the interests of the group as a whole and its members, especially
minority shareholders and creditors of subsidiaries. However,
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there are serious gaps in most Member States' legislation on the
matter, which is still too closely modelled on the idea of company
autonomy, an idea largely overtaken, it would seem, by the degree
of concentration that now exists. Depending on the outcome of
current consultations, the Commission is considering making a
proposal to this end.
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Joint Declaration on the Promotion of Tripartite
Cooperation among the People’s Republic of China,
Japan and the Republic of Korea
Bali, Indonesia, October 7th , 2003

WE, the heads of Government/State of the People’s Republic of China, Japan and the
Republic of Korea met during the ASEAN+3 Summit held in Bali, Indonesia on October 7th ,
2003. We reviewed and acknowledged the positive progress in the development of our
bilateral relationships and trilateral cooperation. For the further promotion and strengthening

of our tripartite cooperation in the new century, we hereby issue a joint declaration as follows:

With geographical proximity, economic complementarity, growing economic cooperation
and increasing people-to-people exchanges, the three countries have become important
economic and trade partners to one another, and have continuously strengthened their

coordination and cooperation in regional and international affairs.

The cooperation among the three countries demonstrates the gratifying momentum for the
development of their relations. Their leaders have held regular informal meetings since
1999. Their departments of various areas have established mechanisms for meetings at the
ministerial, senior official and working levels. The three countries have developed fruitful and
effective cooperation in priority areas such as economy and trade, information, environmental

protection, human resources development and culture.

The three countries have actively supported and participated in various forms of regional
cooperation such as Asia-Pacific Economic Cooperation (APEC) and Asia-Europe Meeting
(ASEM). As a major driving force for cooperation under the 10+3 framework, the three
countries have taken an active part in implementing the projects recommended by the East
Asia Study Group (EASG) Final Report, furthered Mekong sub-regional cooperation, and
made positive contributions to the Initiative for ASEAN Integration (IAl).

In this context, we, the Leaders of the three countries recognized that a solid foundation
has been laid for the promotion of the tripartite cooperation among China, Japan and Korea.
We were convinced that advancing and deepening the tripartite cooperation will not only
serve to further promote the stable development of bilateral relations between China-Japan,
China-Korea and Japan-Korea but also contribute to the realization of peace, stability and
prosperity throughout East Asia.
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The advent of globalization and informationalization era has brought with it huge
opportunities for development as well as many new challenges to all countries in the
world. As important countries in Asia and the whole world, China, Japan and Korea share
responsibilities to maintain regional peace and stability and promote common development
for all countries. The tripartite cooperation is aimed at boosting development, strengthening
East Asian cooperation and safeguarding peace and prosperity at the regional and global

levels.

To this end, we, the Leaders of the three countries shared the following fundamental

views:

1. The tripartite cooperation will be pursued in accordance with the purposes and
principles of the UN Charter and other universally recognized norms governing international

relations.

2. On the basis of mutual trust and respect, equality and mutual benefit and with a view to
securing a win-win result for all, the three countries will seek ways to strengthen their
across-the-board and future-oriented cooperation in a variety of areas, including economic
relations and trade, investment, finance, transport, tourism, politics, security, culture,
information and communication technology (ICT), science and technology and environmental

protection.

3. With the governments of the three countries being the main players in the tripartite
cooperation, they will encourage business and academic communities and various

non-governmental organizations to play their parts.

4. The tripartite cooperation is an essential part of East Asian cooperation. The three
countries will, through regional cooperation in diversified forms such as ASEAN+3, continue
to strengthen coordination and support the process of ASEAN integration. The three
countries will promote economic cooperation and peace dialogue in Northeast Asia for the
stability and prosperity in the region.

5. The tripartite cooperation will be carried out in a transparent, open, non-exclusive and
non-discriminatory manner. The three countries will maintain their respective mechanisms for
cooperation with other countries so as to benefit from one another's experience in the
interests of their mutual development.
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To promote substantial progress in cooperation among our countries, we, the Leaders of
China, Japan and Korea stressed the need to expand and deepen the tripartite cooperation
in the following areas in a steadfast manner, starting with easier projects and gradually

expanding the scope and depth of cooperation.

1. Cooperation in trade and investment. The three countries will develop economic
cooperation and trade marked by mutual trust and complementarity in order to maximize the
growth potentiality of all countries in the region and eventually to achieve common
prosperity. The three countries will also endeavor, in consistence with related WTO rules, to
strengthen coordination with a view to creating an attractive environment for trade and

investment.

The three countries will make joint efforts to push forward the Doha Development Agenda
(DDA) negotiations with a view to improving market access and strengthening the rules in a
well-balanced manner, such as strengthening discipline on anti-dumping. The three countries

will endeavor to prevent abusive and arbitrary application of WTO rules.

The three countries will strengthen dialogue and cooperation on trade facilitation among
their customs and transport authorities and continue exchange and cooperation between
their quality supervision, inspection and quarantine authorities through the existing channels.
They also emphasize the importance of food safety and animal and plant health in trade, in

conformity with relevant WTO agreements.

The three countries will strengthen cooperation and protection of intellectual property
rights including through the promotion of public awareness, personnel exchanges,

experience sharing and law enforcement.

Appreciating the progress of the joint study on the economic impact of a free trade
agreement (FTA) conducted by their respective research institutes, the three countries will
explore, in a timely manner, the direction of a closer future economic partnership among the
three countries.

To facilitate trade and investment as well as to promote exchange of people in Northeast
Asia, the three countries will promote existing dialogue and cooperation with a view to
developing international civil air transport among the aeronautical authorities of the three

countries.

The three countries recognize the importance of inward foreign direct investment (IFDI) for
the enhancement of each domestic economy and welcome the various efforts that have been

made for the promotion of IFDI. They confirm their intention to take further steps to promote
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IFDI including addressing specific issues raised by their investors in a fair and transparent
manner. In this light, they will launch an informal joint study on the possible modality of

trilateral investment arrangements.

The three countries will make full use of the existing bilateral and trilateral consultations
while strengthening exchange of information and prior consultations so as to minimize the

possibility of any trade dispute.

2. Cooperation among information and communication technology (ICT) industries. The
three countries will enhance, as a priority, exchange and cooperation in broadband
communications, mobile communications and e-business. They will continue to advance
high-tech communication R&D and promote exchanges in such areas as new generation
communications network and the third generation mobile communications. They will also
expand the application of ICT in all sectors of society while ensuring its security. Meanwhile
the three countries will seek to play a positive role in building a broadband network
throughout Asia, accelerate the development of internet industry and facilitate the flow of

information within Asia.

3. Cooperation in environmental protection. The three countries will, under various
frameworks such as the Tripartite Environment Ministers Meeting (TEMM), intensify
cooperation in addressing common environment concerns, such as dust and sandstorms and
their monitoring and early warning, acid deposition monitoring, air, water and marine pollution,
and climate change. They will also expand exchange and cooperation in green industries and
technology and facilitate dialogue and cooperation on water resources management, forest
conservation, reforestation and conservation of biodiversity. In order to promote sustainable
development, the three countries will strengthen consultations and cooperation on major

regional and global environmental issues.

4. Cooperation in disaster prevention and management. The three countries will promote
cooperation and dialogue in this field with a view to preventing or mitigating the damage from

disasters such as storms, typhoons, floods and earthquakes.

5. Cooperation in energy. The three countries will expand their mutually beneficial
cooperation in the field of energy and work together to strengthen regional and global energy

security.

6. Financial cooperation. To promote financial stability in the region, the three countries
will continue to strengthen dialogue on economic policies and implement the Chiang Mai
Initiative. They will deepen regional financial cooperation in the future, including the

exploration of the possibility of establishing a regional financing and stability mechanism and

35



Nagata

developing the regional bond market. The three countries will strengthen their cooperation
and coordination in international financial institutions with a view to attaining well-balanced

economic development in the region and the Millennium Development Goals.

7.Cooperation in science and technology. The three countries will promote and facilitate
scientific and technological cooperation at various levels, including in such areas as
succeeding in ITER Project, to strengthen capacities to deal with issues of common concern

and advance new technologies with a view to opening up new industry sectors.

8. Cooperation in tourism. The three countries will further boost the tourism industry,
encouraging expansion of tourism among the three countries through appropriate measures,
and strengthen exchange and cooperation among tourism authorities and industries in such
areas as development of tourism infrastructure and circular tours going around the three
countries for residents outside of the three countries, for example, residents of Europe or

North America.

9. Cooperation in fishery resource conservation. The three countries will cooperate,
bilaterally or trilaterally, to promote the sustainable use and conservation of fishery resources

through effective fishery management.

\

10. For the purpose of enhancing mutual understanding and trust and expanding diverse
channels for exchanges for better trilateral cooperation in the future, the three countries will
strengthen cooperation in a variety of areas, such as people-to-people contacts, culture,

education and human resources development, news media, public health and sports.

The three countries will continue to encourage and facilitate personnel exchanges to
increase contacts among youth and young leaders. They will also vigorously develop cultural
exchange and cooperation to enhance cooperation in such areas as the preservation and
development of tangible and intangible cultural heritage, cultural diversity and dialogue

among civilizations.

The three countries will continue to support the tripartite cooperation in the field of
education. They will enhance cooperation to expand student exchanges among their
institutions of higher education, promote mutual institutions’ recognition of academic records,
degrees and credits, and encourage language teaching and cultural exchange among the

three countries.
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The three countries will encourage communication and cooperation among their media
organizations through joint seminars or in other forms with close communication among the

three governments.

The three countries will expand exchange and cooperation among local governments by

arranging sister cities among the three countries or by other means.

For the enhancement of mutual understanding and friendship among their peoples, the
three countries will encourage diversified forms of exchange and cooperation among the
sports communities of the three countries such as organizing football and table tennis

matches.

\Y

11. The three countries will strengthen cooperation in international affairs and continue to
support the core role of the United Nations in maintaining world peace and stability. They will
promote dialogue and consultations on UN related issues, including the strengthening and

reforms of the UN.

12. The three countries will make concerted efforts to press ahead with Asian regional
cooperation in various forms. They will step up the process of implementing the measures
put forward in the Final Report of the East Asia Study Group, promote the 10+3 cooperation
in the direction of East Asia cooperation, and support ASEAN’s key role in this process. They
will further enhance cooperation within such mechanisms as ASEAN Regional Forum (ARF),
Asia-Pacific Economic Cooperation (APEC) and Asia-Europe Meeting (ASEM).

13. The three countries will strengthen security dialogue and facilitate exchange and

cooperation among the defense or military personnel of the three countries.

The three countries will strengthen exchange of views and cooperation in disarmament,
as well as prevent and curb proliferation of weapons of mass destruction and their means of
delivery, based on international regimes, through political, diplomatic and administrative
measures including effective export controls, while recognizing the importance of complying

with the related international norms.

The three countries reaffirm their commitment to a peaceful solution of the nuclear issue
facing the Korean Peninsula through dialogue and to the denuclearization of the Korean
Peninsula, while addressing all the concerns of the parties and working together to maintain

peace and stability on the Peninsula.
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14. The three countries will reinforce their cooperation in preventing infectious diseases
including Severe Acute Respiratory Syndrome (SARS) and combating crimes and terrorism,
sea piracy, people smuggling, trafficking in illegal drugs and related crimes, money
laundering, international economic crimes, cyber-crimes and other transnational crimes
through effective cooperation among their respective authorities.

Vi

WE, the Leaders of China, Japan and Korea shared the view that it was essential to have
a wide range of channels for an effective tripartite cooperation. Accordingly, we decided to
hold our summit meetings continuously. We will support the effective operation of on-going
meetings at the ministerial level in foreign affairs, economy and trade, finance, environmental
protection, information and telecommunications, and patents, and endeavor to hold similar
meetings in other areas. We also decided to set up a three-party committee to study, plan,
coordinate and monitor the cooperation activities currently under way or envisaged by this
Joint Declaration. The committee will submit progress reports to the annual summit

meeting. [End]

WEN Jiabao
Premier of the State Council

People’s Republic of China

KOIZUMI Junichiro
Prime Minister

Japan

ROH Moo-hyun
President

Republic of Korea

Signed at Bali, Indonesia this 7th day of October 2003 in tripartite in the English language.
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ANNEX-4

“Requesting Fundamental Reform of Trading system.”
A concrete reform direction promoting Global Syp@hain

November 21, 2006
The Japanese Business Federation

Introduction

In order to strengthen international competitivenefsJapanese industries, The Japanese
Business Federation has long been appealing fiorezft and simple procedures for
export/import and port and harbor services. Esfigd@gether with eight other relative
organizations, it jointly issued a proposal in Ja0é4 titled “Proposal for Efficient and
Simple Procedures f@xport/Import and Port and Harbor Services”.

This joint proposal achieved some nominal improvetk@own such as belated ratification
of Convention on Facilitation of International Mimie Traffic (Convention on FAL} and
introduction of “Application Procedures for desitgh Exporters with good Compliance
Record”. However they did not result in the reé¢@s because actions taken did not go
beyond boundaries of respective Ministries and Agenjurisdiction.

Firstly for the purpose of strengthening internadlbcompetitiveness for Japanese industry,
the trade and commerce policy in particular traak distribution policies must keep
consistency with the strategic direction and reh¢\systems restructured to meet the
purpose. Keeping this in mind, Ministry of Finanb&nistry of Land, Infrastructure and
Transport, and Ministry dEconomy, Trade and Industry etc. must jointly dsthta

structure urgently realizing smooth trade practggsh as the development of global
supply chain among enterprises and follow up thieeot international actiorsearching

the balance between smooth trade practices anuysirgecurity measures. All systems and
procedures currently enforced must be reviewedtighly from the scratch so that they
can provide full support to user enterprises. Seskructuring actions should suit to
circumstances, also be practical and convenienexXample support competitive
companies and those keeping good compliance retoutse entrepreneurial strength-.
Such actions are indispensable steps forward tzed@sian Gateway” concept
pronounced by Abe Cabinet which must be free frogmkaarriers caused by divided
authorities by different ministries and agencies.

Based upon the above context, The Japanese Busiedsgation renews its request
specifically focusing upon the organization andeiysfor the trade, the new direction to

13 FAL(Convention on Facilitation of International Maritimeaffic) is one of 50 some treaties under
UNIMO (UN. International Maritime Organization). In orderalteviate growing complication in
Maritime transportation caused by different information ffedent format demanded by different
countries and by different authorities adopted965 Japarratified in September 2005 after 60days
became effective as from November 1, 2005.
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revamp the system fundamentally, not by modificatbthe existing system.

1.Change of Business Environment surrounding Japase Enterprises

(1) Lost advantage in Japan’s system and infratstreic

Enterprises are trying to establish a process at@isisting of product development,
design, resources procurement, production and safgebal scale so that they can achieve
the short lead time and minimum inventory costdevinieeting the needs of market most
directly. The process chain has become more coatptian recent years. The frequencies
of trade transactions between the start and thevbled consumers of domestic and
overseas receive the final product are ever inorgak is most obviously observed in
automobile, electrical and electronic productsriigtion. Such enterprises as those who
have to compete fiercely in the global market aisimg their voices requesting Japanese
trading systems be globally compatible and simplstiucture.

Responding to such circumstances, The Japaneseddadtederation proposed in policy
paper of June 2004 (i) Simplification of various@edures for Export/Import and Port and
Harbor services (ii) Conversion of all applicat@domcuments into electronic basis, and (iii)
Single information source based upon common inftonaharing. These measures
designed taking full advantage of IT, aiming at$iianeous effects for improved
efficiencies of cargo distribution and security.spige the proposals, there are much remain
unchanged in all area of trade system includindiegipon system, regulation,

infrastructure and organization. Japanese traddaggn and infrastructure have not been
improved fast enough, nor fulfilled the needs drusnterprises. As the result the
position of Japan in these regards lost superiagrispmparison to other Asian countries
such as Korea and Singapore. This is obvious example of Port and Harbor which
serve logistical function in national trade stragegShanghai Port and Pusan Port, for
example, gained in cargo handling volume greatiegent years while Japanese ports and
harbors have allowed their lead.

Today’s Japanese trade regulations and procedasesllupon Customs Law of 1954 is the
main cause of difficulties for Japanese enterpngash is trying to develop the global
supply chain. It is commonly recognized that theegoment is supposed to provide the
better business environment for the needs of emgespin global competition, however
current Japanese regulations, operational systachflanfrastructure are no longer
capable of responding to the request from them.

(2) Problems regarding current Regulation, Systedchathers.

(i) Export/Import Customs Regulations

Japanese Customs clearance procedures for comathéoor-to-door shipment oblige
users to pay extra costs by stopping the carga flole resolve this problem, first Customs
Law must be revised fundamentally after study ofamded regulations and procedures of
foreign countries. In response to June 2004 prapdSene Japanese Business Federation,
government made a partial revision of Customs Laallbw a simplified export
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application for Designated Exporter’s Applicatiorofeduré* where exporters with good
compliance record can apply exceptionally for ekpastoms clearance outside the bonded
area. But this exceptional procedure does not apptpnsolidated cargo. This means that
high speed/high cost shipment tended to be corateticfor air freight can not enjoy this
new procedure. Moreover there are many restrictoralitions attached to it, for example
moving shipment on transportation can not clearctigoms, timing and place of
application pre-determined and not flexible, noicbdor applying customs office, too

rigid compliance program. Because of these inflexibstrictions, this new procedure is
not convenient as the result not many users argiagpAlso for import there is Simple
Application Procedur@ which also has restrictive conditions, for exaripigort must be
continuous in a year and require collateral. Duthése conditions, there are not many who
use this.

(i) Standard of Compliance

In Japan, there are compliance programs hostedffeyetht ministries and agencies under
Foreign Exchange Control Law for example, compleapmgram for Trade Supervision
related to National Security and compliance progfanbesignated Exporter’s Application
Procedure. The standards of compliance are detedhtiy authorities and controlled
vertically. Enterprises who want to establish thuiified compliance guide are in
extreme difficulty to complete the standard commutiasystem.

(iif) Next Generation Single Window

Single Window System introduced in 2003 has beeherinitial stage where then existed
administration systems were simply connected. iNplkfication and review to comply
with international standard were made to improwedystem. The idea of this system
should be single window one-stop service in whiehéxport/import data input takes place
only once at one place with that all related proced complete by one action. But there
is no improvement in usefulness of the system. \Wdgards to the system development for
the next generation single window system, procedimeolve multiple government offices
are not yet simplified to desired level therefonéegprises are skeptical of the true effect of
the single window system.

(3) The needs of the Security Measures meetingagitobnds.
Assurance of security is the global issue sincé 8frorism in the US. The US rdfe
requiring manifest submission bound for the US prtor to 24 hours of cargo loading

14 Designated Exporter’'s Application Procedure: aiming at simeitas effects for strengthened
security and improved efficiencies for international cargo 8istion, designated exporter with good
compliance record can apply for export authorization withadipd the cargo into bonded area,
directly from exporter’s storage. Effective from March 2006

15 Simple Application Procedureeparating import application and duty application procedcaego
delivery can be made before the tariff duty procedure completéipiidtedure is available to
designated importers for continuous shipment providedhkeststrictly comply with the laws and
regulation. Importers must be designated by the head of @sistffice beforehand.

16 US rule of manifest submission prior to 24 hours of cargo loading: US customs require
cargo information prior to 24 hours of loading of US bound shipment at foreign port. This
became effective February 2003.
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gave a great impact to the industry. For exampeetfort to shorten the lead time was
nullified by this single order. On the other han®\tCO"’, “Framework of Standard for the
Security and Streamlining of International Tradedsradopted by which implementation
guidelines have been developing under internatitraaieworks such as AE® and ACI®
Following the US examples, EU also is about to amae their Supply Chain Security
Regulation to implement the WCO framework agreem@henterprises of Japan involved
with international business must comply with pagbf each country introduces.
Responding to these actions of international comtypuiapan also should urgently start
establishing concrete AEO, ACI policies based on\&greement. They must be
harmonious with regulations and practices of otteemtries and desirable of developing
mutual certification program, and introducing clearentives for private enterprises. In
order to realize both strengthened security andiefit international distribution in a
balanced manner, it is imperative that policy mgkimust be based on the business reality
of private industries, avoided the vertical corgreystem by different ministries and
agencies, and established a government and pseater integrated enforcement structure
following comprehensive trade strategy of Japanf cddrse such Japanese regulations
and practices must be compatible with those ofrath@ons.

2. Concrete Proposals.

In order to cope with changes of business envirarirs@rrounding Japanese enterprises,
competent ministries and agencies must restruéblioaving regulations, procedures and
systems to fit themselves to today’s environmemts prerequisites, they must first
understand the flow of supply chain that industrgl andividual enterprises are following,
then eliminate boundaries between ministries amaags, strengthen mutual linkages,
share data in common.

(1) Regulation and System Design that satisfy boticiefficy and Security in Trade.
Compliance System should be established based @) AEI policies of WCO agreement
which satisfy both efficiency and security. Usimgeirnational cooperation and government
private partnership, reformed structures for tnadpilations and systems must urgently be
introduced, so that realize simplification of prdaees using compliance program, and full
computerization taking full advantage of IT.

() Full computerization based on WCO ACI policy
Fully computerized trade procedures based upon WCIyuideline should be introduced.

17 World Customs Organization: an international organization kestiall in 1952 for the purposes of
fostering harmonization and unification of customs regulatairindividual countries thus contributes

to the development of international trade. Currently 160 ciesréind regions participate.

18 Authorized Economic Operators: designated companies havindestccurity administration
record for cargo safety. Currently at EU the revision of castegulation is under study in order to
require a prior application regarding security proceduresidrstheme, such incentives as shorter time
frame for advance filing for cargo arrival and departure andraition of some documentation etc. are
considered for “authorized operators”.

19 Advance Cargo Information: prior information to be subemito customs regarding shipment.
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Next Generation Single Window System to be launcheétD08 must perform the real one
stop service that should only be realized aftermlete administrative reform of various
procedures (including customs clearance, port amnldn services procedures,
immunization and quarantine procedures, embarkapmhication procedures for crew
members etc.) across different ministries and agenc

Only after realizing the above, Japanese Singled@®inSystem shall be open to ASEAN
single window system through G to G linkages, thahall become a part of global and
truly open structure of trade IT system. As ausiliation, if customs offices of different
countries mutually examine an e-based cargo ddtaeblading, this action alone can
shorten lead time for distribution of good as veslltime for security inspection against
terrorism. Through such service as above, IT itfuasure of Japan can become an integral
part of worldwide IT infrastructure which contrilestto security and international
distribution system.

(ii) Establish Compliance Program based on WCO Atelicy

Current vertical administrative control imposeddifyerent ministries and agencies are
harmful to enterprises. Trade compliance standasiged by individual authorities are
overlapping among them and complicate complianogrnams of enterprises. Therefore
they must first of all be cleaned. Then new uniatyle compliance system applicable
throughout Japan must be established togetheranmithtroduction of a system to assist
enterprises for building individual compliance praxgs. Japan is required to have a
compliance program based on WCO AEO policy thewigean incentive program to
enterprises applying simplified procedures by relivey them according to the degree of
compliance. Further companies recognized as extdlieJapanese compliance program
should be rewarded by the simplified customs clea@also in overseas ports. To facilitate
this, mutual recognition of such incentive prognanmst be agreed with advanced countries.
A pilot program for such mutual recognition shobklimplemented first between the US,
then should be expanded to EU.

(iif) Fundamental reform of Export/Import Custom®&edures

For export customs inspection, revision of Bond&le Principle is essential. For import
inspection the Two Steps Application Proceduresikhbecome the principle policy. In
order to realize these Export/Import Customs Reguia must be fundamentally revised.
First under the current Bond Storage Principleatbo once licensed for export considered
as bonded cargo, therefore must be kept in bonaed laut if such cargo kept securely, the
physical placement in bonded warehouse should exdssarily be mandatory. Some argue
that bonded storage is better for the security gagghowever in advanced countries such as
in Europe, the USA, further Korea and Singaporec@sses are securely conducted
without placing licensed cargo in bonded storagis. effect of shortening the lead time
for export process is substantial, if Bond StorRgaciple be revised accordingly, together
with an introduction of post-export reporting prdaees to be allowed for companies with
excellent compliance records. In this context, amdntal reform is strongly requested.
Second, as regards to Two Steps Application Praesdunder which cargo can be
delivered prior to Application for Import Tax, hbecome a principle procedure applied
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customary in the USA. Such Two Steps Applicatioodeédures should also be a principle
for Japan.

A partial revision of existing exceptional measuyi@ssignated Exporter’s Application
Procedure and Simple Application Procedure, coatdurdfill today’s demand. Therefore,
referring to the circumstances and practices ieratbuntries, principles of Export/Import
Customs Regulation need to be re-examined and @gdtaw should be fundamentally
revised as its consequence.

(2) Relaxation of Regulation and Procedures regardindut Originating Certificate.

As a trade strategy, Japanese government has b@aotmg Economic Partnership
Agreement (EPA), Free Trade Agreement (FTA) witieotcountries. In order to improve
such user benefits as preferential duties by ERIRFRAA, government should review it own
Product Originating Certificate regulations andqadures.

() Practical improvement needed in Product OrigntaCertificate issuance procedures.
Designated agencies issue Product Originating fi@ate based on EPA. But the costs for
the certificate such as issuance fee are more sifgethan some other countries. Also due
to the way EPA agreed, procedures resulted to bgwhkoated and time required from
preparation to certificate issuance is uncertain.

As an immediate solution, overall simplificationthre review process for submitted
documents need to be studied urgently in ordeedacge the burden of applicants. The
direction of such study should be toward shortemgwew time and increased transparency,
which in effect reducing cost of certificate issoan

As for more fundamental solutions to be appliedamallel with “Government Certificate”,
a certification process for “Designated Exportewsio has excellent compliance records
may be allowed to issue self-certificate. And alsgy may be given package certificate for
a period of time preauthorized.

(i) Improvement in transparency and convenienceéPfoduct Originating regulations.
Development in smooth trade is the essential pagpdsescribed in EPA and FTA.
Governments are obliged to introduce Product Oaitxyg regulations which is easy for
business enterprises. But in some cases wherergoeats establish Product Originating
regulations based on their own standard, requiréamhprocedures, the same product is
ruled in different Product Originating regulatiokepown as “Spaghetti Bowl Syndrome”.
Such must not be the case for Japan.

In this connection, Japan should take a lead ari@sg Asian EPA countries in establishing
the most convenient Product Originating regulatifamsisers. In more concrete terms, the
simple and clear Product Originating standardgairticular the method currently applied
using “Rules to alter Tariff Numbers”, which givptmns to applicants in deciding
shipment criteria, should be strongly promotechieirnational trade widely.

Further more the improvement in transparency oflcbOriginating regulations regarding
especially practices, interpretation, format efar €xample by using Website, workshops
and other means improvement in information dissation, fast publication of explanation
books and directories), and also common usageabfime information disseminated
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region-wide by electronic based Product Originatiegtificate are essential priority works
to be undertaken urgently.

(3) Improvement in procedures for expanding integraimRort and Harbor administration
Such distribution infrastructure as port and harboport, etc. are critically important for
trade strategy therefore need to be physically tamiad and their operations should be
always reviewed for up-to-date strategic purposes.

If hard and soft infrastructures are not meetirggribeds of supply chain that all global
enterprises are trying to apply, Japan could ria salvantage of her gigantic market power,
as the result lose her global position.

Especially in the case of port and harbor of Jafiaere is a post World War Il history.
Traditionally operation and management of port aadbor were released to local
governments consequently, they are tended to biced in respective localities. But now,
in order to strengthen international competitivenasich divided operation must be
changed to integrate into wider context establghirgently a new structure that enable to
perform a unified operation. Among others, the gtsicbuld be launched immediately to
examine effectiveness of “Port Authofiy/to which major ports and harbors must report
to.

International and domestic distribution system #thdwe designed to integrate each other
seamlessly with low cost. As an illustration fotute research studies, railway connection
at a container yard where inland-dépatb be facilitated and domestic vessels for feeder
operation directly join to an overseas containeisegé which may ease the tendency of an
excessive concentration to port and harbor funstidhere are some examples such as of
Pusan Port where government established high ¢eseibution hub (port and harbor
logistics hub) with duty exemption or tax reductimeasures and also with extensive
software support designated as the national stcapegject. Japan should also study to
build a strategic port and harbor logistics huthwita hinterland of a container terminal.
Today, unfortunately even reporting forms are diedry port and harbor administration
therefore applicants have to submit different formaccordance with different port and
harbor they may choose. Procedures are still pergarms, thus remain inefficient. The
government must take the lead now in unifying répgrforms, changing to paperless
culture and then connecting all into true one steqvice in the Next Generation Single
Window covering all applications across administraiof port and harbor.

(4) Strengthened linkages, horizontal policy coordmatnd decision making among

20 port Authority: a form of administrative organization seeBurope and North America which is
operated under a consortium of public enterprises. LondoMewdrork are typical examples which are
run in principle under independent accounts, sometimes theypesate airport, bus terminal in
E)lackages.

Inland Depot: facility located inland distant from port dwaabor or airport which should have
customs clearance services and bonded warehouse. This suppofftcinaens located inland can bring
exporting goods to inland depot where customs dispatcliied o&n serve for export clearance. This
facility can provide faster customs clearance services, and lowepdréigon cost to the airport or port
and harbor, also can be exempted from VAT.
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ministries and agencies.
As stated above, the vertically separated Japagislations and procedures is very harmful
for convenience of enterprises, especially whemtbid is moving forward to smooth
trade with strengthened security and reviewingglbeal standards. Japanese government
organization and structure are required to transfimdamentally and also urgently.
In more concrete terms, all functions related &olérand distribution that currently divided
into different ministries and agencies should beaeted, then such functions should be
integrated in to a singe body which leads the stfdyade strategy and economic security
assurance as the higher authority which shouledtetéd above ministries and agencies
responsible for trade and distribution. Such neardmation center should be established
in the Cabinet. It's head shall be ministerial leleebe designated as the controlling tower
of commerce and trade strategy. The office sHahl pnd propose policies by
comprehensive and thorough coordination with ojeeernment offices. Further it shall
assist enterprises in establishing global suppfyrhto be maintained in the best order. It
shall issue strategic and consistent trade politaésng decisions in operating the policies.
In the USA, after the simultaneous multiple tesoriattack, Department of Homeland
Security? (DHS) was founded in order to strengthen secarity also to achieve smooth
and efficient trade practices. DHS operates conmgreiliely and in concert with all parties
integrated. In Korea, based on “Electronic Tradedtion Law™, “National Electronic
Trade Committee” was established under the dingoeivision of the President. Through
these, Korea can make decisions quickly and hasrshmany results. Referring to these
preceding examples, Japan must start designingral girchitecture of future
infrastructures and system that should satisfyadseirance of security and the efficient
international distribution.
The coordination center should include experts fpriviate sector as its official member so
that it can work close to the needs of private gmiges with concrete terms. Such
public-private integrated structure should be inagige in view of growing globalization of
economy.

End.

2 US Department of Homeland Security: A Federal Administnaflepartment established in 2003
consolidating all functions relevant to policy against #reot, which were previously located in 8
departments and agencies and 22 administrative offices anidivis

ZElectronic Trade Promotion Law: Korean law to promote tradeyuaectronic technologies. Adopted
in December 2005, came into force in June 2006. Its mairopealip to complete e-trade platform to
cover total procedures mutually accessible in seamless networks acttieve single window one stop
service.

46



