
Nippon Keidanre n ’s vision
piece, “Japan 2025:
Envisioning a Vi b r a n t ,

Attractive Nation in the 21st
C e n t u r y, ” set forth our re c o m m e n-
dations aimed at restoring socioeco-
nomic vitality to Japan. Especially in
light of Japan’s aging population, an
important key to achieving this
vitality is to increase the number of
non-Japanese workers in the labor
f o rce; doing so will create a catalyst
for greater creativity and innova t i o n .

Policy Recommendations
A uniform approach by the

re l e vant ministries and local 
go vernments on issues invo l v i n g
non-Japanese nationals is clearly
needed, but there is no system cur-
rently in place for these agencies to
routinely share information, coor-
dinate measures and collaborate 
in resolving immigr a t i o n - re l a t e d
p roblems. Instead, local go ve r n-
ments in areas where non-Japanese
reside and work are forced to devise
patchy solutions to these pro b l e m s
on their own.

The central go vernment must take
a pro a c t i ve role in fostering an
acceptance of foreigners in Japan.
To this end, Nippon Keidanren re c-
ommends that an Office of Fo re i g n
Worker Acceptance (pro v i s i o n a l
title) should be established within
the prime minister’s cabinet to inte-
grate immigration policy for all re l-
e vant ministries. The creation of a
new go vernment age n c y, such as an
A gency for Non-Japanese Residents
or an Agency for Multiculturalism
(also provisional titles), should be
studied as a forum in which to
establish this policy uniform.

Social factors, including global
competition, play a role. Japanese
companies have begun to de-
emphasize the traditional seniority
system and to introduce per-
formance-based job assessments.
I n c re a s i n g l y, there will be gre a t e r
d i versity in the forms of employment
a vailable in Japan and naturally,
f o reign workers will want choices in
their career paths. But if Japanese
companies are to successfully blend
their unique corporate culture with
d i versity to achieve transcultural
s y n e rg y, they must change their
corporate mindset and systems.

Challenges
Under the current immigr a t i o n

system, foreign nationals of
Japanese descent are granted visas
specific to their ethnicity and status
as a spouse or child of a Japanese
national (mainly second ge n e r a t i o n
Japanese) or Permanent Resident
(mainly third generation). Such visas
a re not contingent on employment
contracts, as is the case with visas
for foreigners not of Japanese
d e s c e n t .

But too often, foreign nationals of
Japanese descent enter the country
without a job offer and without
being fully pre p a red for life in Japan.
Nippon Keidanren believes that
c h a n ges to the current visa system –
possibly by stipulating that fore i g n
nationals of Japanese descent be
re q u i red to have a signed
employment contract and that visas
be granted only to applicants who
can demonstrate sources of steady
income in Japan – would help.

Fo reigners of Japanese descent
who have already entered and are
residing in Japan should be re q u i re d
to verify that they have passed the
Japanese Language Proficiency Te s t ,
a re cove red by insurance, and have
e n rolled their children in school
when they apply for visa re n e wa l s .
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Improving Living Standards 
of Non-Japanese

Local districts with large
concentrations of non-Japanese
must now cover the expenses
i n vo l ved with accommodating
i m m i grants’ needs. But national
subsidies should be made ava i l a b l e
to these local go vernments in order
to better assist them teach for-
eigners Japanese, educate their
c h i l d ren, and better negotiate day-
to-day life and customs.

Compulsory education is not
a l ways enforced among non-
Japanese, which has created a
p roblem of low school attendance
rates, particularly the children of
p a rents of Japanese descent. To
a d d ress school truancy (which
becomes more pronounced as
students reach junior and senior
high school), Keidanren re c o m-
mends foreigners be re q u i red to
specify which educational institution
their children will attend when they
apply for visas and that those
applying for visa re n e wal show
evidence of regular school
a t t e n d a n c e .

But the most immediate pro b l e m
facing non-Japanese is finding a
place to live. While those employed
by companies that provide corporate
housing or act as agent and guar-
antor for private housing do not face
major difficulties, foreigners who try

to secure housing on their own
f requently encounter difficulties and
a re sometimes refused priva t e
re n t a l s .

To help, local go vernments mu s t
often establish a guarantee system
to assist non-Japanese who are
unable to find a guarantor on their
own by vouchsafing for any loss or
d a m a ge to the rental pro p e r t y. This
guarantee system should be
expanded nationwide.

Designed specifically to meet the
re t i rement needs of workers who
spend their careers with a single
e m p l o y e r, the Japanese social
insurance system does not accom-
modate foreigners who do not plan
to make Japan their permanent re s i-
dence. The pension system wa s
re s t r u c t u red to allow non-Japanese
who have paid into the system for at
least six months and subsequently
terminate their residence in Japan,
to re c e i ve a lump-sum re i m-
bursement if a claim is filed within
t wo years of withdrawing from the
national pension system. But sub-
scribers who have paid into the
pension system for at least 36
months end up paying more in
pension premiums than they re c e i ve
in re i m bursement, since sum to be
paid has a ceiling. More o ve r, many
non-Japanese workers re p e a t e d l y
m o ve from one short-term job to
a n o t h e r. Not surprisingly, then,

f o reigners who work in Japan are
often dissatisfied with medical,
pension and other types of social
insurance. In fact, a little less than
half of non-Japanese residents have
no health insurance cove r a ge at all.
U n f o r t u n a t e l y, reforms to the
pension and medical care systems
c u r rently under consideration do not
focus on accepting non-Japanese.

Public Services
Local go vernments of cities with

l a rge concentrations of fore i g n
residents typically provide Japanese
l a n g u a ge classes and other services.
The Kawasaki City Repre s e n t a t i ve
Assembly for Fo reign Residents
(established in December 1996), for
example, has increased the we l f a re
a l l o wance for non-Japanese elderly
and sent cross-cultural commu n i-
cation teachers to public schools.
Local go vernments throughout Japan
must learn from these progre s s i ve
m e a s u res and take steps to invo l ve
non-Japanese in local adminis-
tration. National financial assistance
to local go vernments should cove r
these expenses.

Security Concerns
As of January 1, 2003, some

220,000 foreigners residing in
Japan (many of them the 700,000
job-seekers) we re illegally ove r-
staying their visas. Further, some
8,400 (more than 50 percent) of the
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m o re than 16,000 non-Japanese
a r rested in 2002 we re found to be
i l l e gal residents as a result of visa
o ve r s t a y.

Efforts should be taken up to
s i multaneously help immigrants 
and implement stro n ger security
m e a s u res to pre vent illegal entry
into Japan. There should be more
police officers, Immigration Bure a u ,
Coast Guard, and prison staff, and
expanding capacity at such security-
related facilities as detention cells,
prisons, and immigration contro l
facilities, and more immigr a t i o n
o f f i c e r s .

How to Expand and 
Facilitate Acceptance

Fourteen professions are
a l l o wable under the specialist and
t e c h n o l ogy visas (pro f e s s o r, artist,
p reachers, journalist, inve s t o r /
e n t re p reneurs, lawyer/ accountant,
doctor/ dentist, re s e a rc h e r,
i n s t r u c t o r, engineer, humanities/
international services specialist,
intra-company transferee, enter-
t a i n e r, and skilled labor). In the face
of global competition for securing
the most advanced workers, the
need for human re s o u rces in 13 of
the 14 categories (excluding enter-
tainers) is mounting, especially for
those companies enga ged in inter-
national business. But the total
number of people entering Japan
with visas authorizing them to

e n ga ge in these 13 professions is a
m e re 0.02% of the total fore i g n
resident population (21,775 persons
in 2002), and even this number has
been falling. This situation is
d e c i s i vely disadva n t a geous for
J a p a n .

The go vernment should
implement six re f o r m s :

( 1 ) Expand eligibility for seve r a l
c a t e gories of visa status and accept
a much wider range of applicants to
practice in fields for which
certification specific to Japan is
re q u i red (lawyers, certified public
accountants, doctors and dentists);

( 2 ) Extend the maximum period
of stay in Japan from the curre n t
l e vel of three to five years;

( 3 ) P rovide greater clarity in
explaining why an applicant wa s
re j e c t e d ;

( 4 ) Simplify and accelerate visa
issuance pro c e d u re s ;

( 5 ) P romptly conclude bilateral
Social Security Agre e m e n t s ;

( 6 ) Study the possibility of a
system to promote the long-term
residency of highly skilled wo r k e r s .

Japan is moving forward with
accepting foreign students based on
its 1983 “National Plan to Accept
100,000 Fo reign Students.” Ove r
the past four years, the number of
f o reign students in Japan, primarily

f rom China and other Asian
countries, has doubled and the
2003 targets we re met. But the
p e rc e n t a ge of foreign students
studying at Japanese institutions of
higher education is still dramatically
l o wer than in other industrialized
c o u n t r i e s .

Continued expansion in the
“quantity” of foreign students mu s t
in the future be balanced with
ensuring the “quality” of those
students. The rising number of non-
Japanese entering the country osten-
sibly as students, but in reality to
find jobs and the fact that certain
segments of this group enga ge in
work not permitted by their visa
status or become invo l ved in crime,
has become a social issue. An
i n c reasing number of fore i g n
students, motivated by the desire to
d i versify their work experience, are
also seeking employment opportu-
nities at Japanese companies. In
response to these trends, the central
go vernment is moving pro a c t i vely to
grant permission for a change of
visa status for foreign students fro m
student to work visas. Howe ve r, the
actual number of appro ved visa
status changes is 3,209 applications
out of a total of 3,600 (against the
95,550 total number of fore i g n
students in FY2002).

Continued on page 4
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Recommendations for Universities
( 1 ) Conduct follow-up surve y s

about what course foreign students
take upon returning to their home
c o u n t r i e s ;

(2) Offer university progr a m s
that are internationally competitive ,
in terms of quality and appeal.
U n i versities must also strive to
attract faculties who are distin-
guished in both national and inter-
national circles and expand the
scope of lectures given in English.
At the same time, unive r s i t i e s
should apply stricter standards at
the time students are accepted and
t h o roughly account for the re g i s-
tration of students who have been
a d m i t t e d ;

( 3 ) Offer more public and priva t e
institutional scholarships, especially
those granted by the Japanese go v-
ernment. But the qualifications
should be revised so that assistance
for students with poor academic
records would be terminated, and
students who fail to impro ve their
grades after being warned about
their poor performance would be
d e p o r t e d .

( 4 ) Facilitate the smooth
implementation of visa status
c h a n ges between study and wo r k .

Recommendations for Worker
Training Programs

Some 63,000 trainees took
a d va n t a ge of the one-year Japan
International Training Cooperation
O rganization (JITCO) training and
subsequent two-year technical intern
training programs in 2002 (about
40,000 trainees and 23,000
applicants transfer into the technical
intern program). Over the past ten
years, the number of JITCO trainees
and interns has increased ten-fold.

The increasing numbers of
trainees accepted and hire d ,
particularly by manufacture r s ,
demonstrate these programs’ va l u e .
The ability to secure unskilled labor
at low wa ges, howe ve r, is one re a s o n
that this program is being utilized
by most companies, as is the risk
that trainees and interns may not
find jobs using their acquired skills
once they return to their home
countries. Additional problems have
e m e rged in connection with training
a l l o wances and wa ges, as well as the
disappearance of trainees. And
some argue bringing in trainees and
interns at low wa ges deprive s
Japanese nationals of employment
o p p o r t u n i t i e s .

But it cannot be ignored that
domestic advertisements for
positions targeting Japanese wo r k e r s
do not attract applicants, leaving
many small and medium-sized

companies unable to operate
without trainees and technical
interns. The acceptance of fore i g n
trainees and technical interns does
not deprive Japanese workers of
employment opportunities. Instead,
bringing in foreign trainees helps
keeps these companies in bu s i n e s s ,
which in turn protects the jobs of
Japanese wo r k e r s

Recommendations for Job Training
( 1 ) Extend the maximum period

of stay for the Training Program and
TITP to five years, with certain
c o n d i t i o n s ;

( 2 ) Clarify and systematize the
standards applied in the granting of
permission for re t r a i n i n g ;

( 3 ) Put in place a system in which
training is discontinued or the intern
or trainee can be deported for
i n a p p ropriate behavior. ;

( 4 ) Absolutely no “occupation
i n volving contact with the human
b o d y,” such as nursing, beauticians,
or barbers, is authorized under this
system. The majority of the 62
occupations and 113 selective jobs
that are officially appro ved for the
technical intern training progr a m
(TTTP) invo l ve the manufacturing
s e c t o r.

That said, in addition to the need
of many foreign countries to send
trainees to acquire skills in nursing

Continued on page 8
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Se c t o r-by-sector tariff elimi-
nation has its roots in the so-
called “zero - f o r- z e ro ”

a p p roach first proposed by the
United States during the late stage s
of the GATT Uruguay Round. Since
then, efforts to gradually re d u c e
tariffs to zero we re attempted first in
APEC and then in the World Tr a d e
O rganization (WTO ) .

One of the most successful
multilateral sectoral tariff-elim-
ination exe rcises was the 1996
Information Te c h n o l ogy Agre e m e n t
( I TA). That agreement, signed by
nations re p resenting 93 percent of
the world market in IT pro d u c t s ,
b rought tariffs to zero on com-
puters, softwa re, semiconductors,
t e l e c o m munications products, and
scientific equipment.

The Uruguay Round Agre e m e n t s
Act of 1994 mandates that USTR
pursue the complete elimination of
tariffs in a number of specific
sectors: beer, paper products, wo o d
p roducts, toys, chemicals (harmo-
nization), construction equipment,
distilled spirits, soda ash, pharma-
ceuticals, medical devices and steel
p roducts. And the re c e n t l y - p a s s e d
Trade Promotion Authority dire c t s
USTR to re gard sectoral zero for
z e ro agreements as its “Principal
N e gotiating Objective . ”

The current WTO round (the
Doha Development Age n d a )

includes zero - f o r- z e ro as one of its
four pillars.

The Zero Tariff Coalition
The Zero Tariff Coalition (ZTC)

is a group of about 25 US indus-
tries or sectors – organized under
the National Association of
M a n u f a c t u rers (NAM) – that is
aimed at bringing tariffs to zero in
a wide range of industrial sectors.
C o l l e c t i ve l y, the ZTC member com-
panies accounted for more than
$280 billion in US merc h a n d i s e
exports in 2001. The Coalition
a c t i vely seeks to convince other
go vernments and industries to join
them in eliminating tariffs on a
sectoral basis.

Other US organizations –
including the National Fo re i g n
Trade Council and the Business
Roundtable – also support the
elimination of tariffs on all
industrial goods. The ZTC
supports this objective but is
focused on a specific sectoral
n e gotiating approach as a way to
a c h i e ve zero tariffs in specific
p roducts as quickly as possible.

The ZTC proposal is re l a t i ve l y
s t r a i g h t f o r ward: countries com-
prising a “critical mass” – which can
be defined by each sector – wo u l d
a gree to eliminate and bind tariffs in
candidate sectors at the earliest fea-
sible time. Countries would be fre e

to participate in whatever sectoral
a r r a n gements they favo r, although
the resultant zero tariffs would be
applied to all countries on a most
f a vo red nation (MFN) basis. By
requiring only a critical mass of
countries in each sector, the ZTC
allows for sufficient flexibility to
e xempt least developed countries as
well as others that want to be
excluded, while ensuring that the
a greement is commerc i a l l y
m e a n i n g f u l .

Flexibility is key. Product cov-
e r a ge in any given sector can be
determined by the participating
countries. Longer transition periods
for some countries and for certain
s e n s i t i ve products are also a
p o s s i b i l i t y.

Z T C ’s list of sectors is open and
still growing. There are seve r a l
other sectors (such as oil seeds and
distilled spirits) that would like to
see the zero for zero appro a c h
applied in the agr i c u l t u re nego t i a-
tions as we l l .

Timing is important. The ZTC
would like countries to begin wo r k
on sectoral agreements as soon as
industrial tariff modalities are
a greed and to implement these
a greements as soon as feasible,
e ven before the Round itself is
completed. (Early implementation is
explicitly re c ognized as an option in

Continued on page 6
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the Doha Ministerial declaration.)
C redit for such tariff cuts would, of
course, be applied in the final
balancing of benefits/concessions at
the end of the Round.

The Time has Come
The ZTC believes that there is no

better time than now for sectoral
tariff elimination:

• First, it reflects the competitive

realities in a globalizing world

e c o n o m y. Most bu s i n e s s e s
today operate as part of a
global supply chain. One of
the best ways to cut costs
t h roughout the system and to
c a p t u re global efficiencies is to
eliminate tariffs at all points in
the chain.

• Second, it may be the only way

to achieve meaningful marke t

access impro v e m e n t s . W h i l e
tariffs in developed countries
h a ve largely been eliminated in
the successive GATT rounds of
trade negotiations, tariffs in
d e veloping countries are
typically high. Worse, the
disparity between bound and
applied rates is particularly
significant, which means that
the traditional formulas and
other methodologies (which use
bound rates as a starting point)
tend to leave existing disparities
in market access intact and may

actually do little to lowe r
c u r rent tariffs.

• T h i rd, it supports the devel-

opment dimension in the Doha

m a n d a t e . The sectoral tariff
elimination approach can help
i n t e grate developing countries
into the global economy, not
just as marginal players but as
principal competitors in their
a reas of strength. Deve l o p i n g
countries have a significant
stake in expanding South-South
trade in products in which they
a re competitive .

Since being established in
N o vember 2001, the ZTC has
worked closely with US trade offi-
cials and Members of Congress. The
initial US proposal on industrial
tariffs was very similar to the ZTC
a p p roach – specifically identifying
nearly 20 sectors as “highly traded”
goods, accounting for 60 percent of
US industrial exports, for which the
US would seek tariff elimination.
Included are all of the Uruguay
Round zero for zero sectors, as we l l
as a number of other ZTC sectors.

Industry-to-Industry 
One of the real strengths of the

Z e ro Tariff Coalition is its pro ve n
ability to tap into the growing we b
of industry-to-industry netwo r k s
a round the world to mobilize priva t e
sector support in other countries.
Some industries have decided to

take charge of their own future s
based on experience in past ro u n d s ,
w h e re interests in their sector we re
“traded” for benefits in another
s e c t o r, or where the end result fell
short of industry ambitions.

G i ven global manufacturing
practices today, virtually all ZTC
members have some form of dia-
l ogue with industry colleagues in
other countries. Industry associa-
tions re p resenting international
p roducers of chemicals, wines and
spirits, toys, and jewelry have
d e veloped a common international
position supporting the zero tariff
a p p roach in their sector.

Fo rest products industry members
of the ZTC, working with their col-
leagues in Canada and New
Zealand, hosted a meeting of trade
officials at the WTO Ministerial in
Cancun, Mexico in September. The
meeting was attended by industry
re p re s e n t a t i ves in countries as
d i verse as South Africa, Chile,
A rgentina, Malaysia, Indonesia,
Papua New Guinea and Gabon.

The National Association of
M a n u f a c t u rers has been working to
win the support of other bro a d
based organizations such as
Nippon Keidanren, the Canadian
M a n u f a c t u rers and Exporters
(CME), the European UNICE, and
the Confederation of Indian
Industries (CII).
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Japan and the Sectoral Approach
Japan participated in the zero for

z e ro agreement on several pro d u c t s
in the Uruguay Round. In its sub-
mission to the WTO on Non
A gricultural Market Access modal-
ities earlier this year, the Japanese
go vernment supported tariff elimi-
nation in a number of sectors,
including consumer electro n i c s ,
office equipment, motor ve h i c l e s ,
textiles, clothing watches, bicycles,
paper and pulp, and an expansion of
p roduct cove r a ge of the ITA .

M o re o ve r, a Nippon Keidanre n
d e l e gation met with the Zero Ta r i f f
Coalition in Cancun in September.
Japanese industry may be intere s t e d
in further exploration of the zero for
z e ro approach in sectors such as
paper and autos, as well as some
p roducts that could be added to the
Information Te c h n o l ogy Agre e m e n t .

Cancun and Beyond
The principal objective for the

ZTC in the lead-up to Cancun wa s
to have the sectoral nego t i a t i n g
a p p roach endorsed as a nego t i a t i n g
modality so that negotiations could
begin on tariff elimination in specific
sectors. Medical devices, toys, and
j e we l r y, in particular, are areas where
t h e re appears to be sufficient
support to launch talks.

In May 2003, NAMA Chairman
P i e r re Girard of Switzerland
released a proposal that offere d

t wo approaches to sectoral tariff
e l i m i n a t i o n :

• All countries would agree to
eliminate tariffs on a group of
s e ven sectors of special intere s t
to developing countries (textiles
and apparel, fish, gems and
j e we l r y, footwe a r, leather go o d s ,
auto parts and electronics and
electrical goods.) For these
p roducts, tariff elimination
would be accomplished in thre e
s t a ges (timing not specified),
with developed countries go i n g
to zero immediately and deve l-
oping countries two stage s
l a t e r.

• Countries could agree to
eliminate tariffs on other
sectors on a “critical mass”
b a s i s .

In August, the US, the EU and
Canada co-authored a paper that
included the sectoral approach “as
an integral part of the modalities
applying to all members.” Only two
sectors (textiles and apparel and
e n v i ronmental goods and services)
we re specifically identified, but the
door was left open for sectors of
particular interest to deve l o p i n g
countries. This was essentially the
text in the draft Ministerial
declaration taken up by the WTO
d e l e gates in Cancun.

In Cancun, the sectoral appro a c h
– and particularly the sugge s t i o n

that participation should be
“mandatory” – drew much criticism,
but it was still included in the
second round of text (the so-called
Derbez draft) when the Ministerial
C o n f e rence adjourned in failure .
Among the changes introduced in
the text in Cancun we re several of
concern to the ZTC because they
may give advanced developing coun-
tries, such as Brazil, India and, most
i m p o r t a n t l y, China, the basis for
opting out of any real trade liberal-
i z a t i o n .

While it remains to be seen how
and when the WTO ’s Doha
D e velopment Agenda will be
resumed, the Zero Tariff Coalition
sees the WTO as the priority forum
for achieving the global tariff elimi-
nation that is the basis of zero tariff
economics. 

M a u reen Smith is Chair of the
Z e ro Tariff Coalition, which is
incorporated under the auspices of
the National Association of
M a n u f a c t u rers. She can be re a c h e d
at msmith@pstrategies.com

N o. 39   
December 20037



JAPAN

ECONOMIC

CURRENTS

Indicates Fold Line
DOES NOT PRINT

and other sectors not authorized for
the TITP, demographic fore c a s t s
also indicate that these sectors will
suffer from shortages of Japanese
workers in the future. For these
reasons, the review of these training
p rograms should push re f o r m s
t o ward a broader range of occupa-
tions that trainees are able to
e n ga ge in. 

H i roshi Inoue is a Manage r,
Planning and Coordination Gro u p ,
Social Affairs Bureau, Nippon
K e i d a n ren. He can be reached at
h i ro @ k e i d a n re n . o r. j p
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Keizai Koho Center (KKC) is an
independent, non-profit orga n i z a t i o n
designed to promote the understanding
of Japan’s economy and society at home
and abroad. Its financial re s o u rces are
d e r i ved entirely from the private sector.

KKC fosters a deeper understanding of
J a p a n ’s basic social structure. Further-
m o re, it conducts public affairs activities
to impro ve the Japanese people’s
re c ognition of Japan’s global ro l e .

The views expressed in this newsletter
are of the contributors and do not
necessarily re p resent those of the Keizai
Koho Center.
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