
Japan’s Population Expected to
Decline by Half

According to go ve r n m e n t
estimates, Japan’s total population,
which stood at 127 million in 2000,
will gradually shrink by almost half
to 64 million in 2100. By contrast,
the US population is expected to
double, from 281 million in 2000,
and to 570 million in 2100. Japan,
then, has a four-fold handicap in its
efforts achieving the same economic
growth rate as the United States. 

A downward trend in
population expansion (Japan’s
2001 total fertility rate of 1.36 is
below the rate of replacement)
inevitably leads to an aging
society. In 1990, only 12 percent of
the Japanese population was

elderly (those aged over 65)
somewhat lower than the level of
12.5 percent in the United States.
Only ten years later, however, the
percentage of Japanese elderly
re p resented 17.4 percent of total
population, while it stood nearly
u n c h a n ged at 12.7 percent in the
US. More alarmingly, Japan’s
elderly population is expected to
register 35.7 percent in 2 0 5 0 ,
c o m p a red to the corre s p o n d i n g
US f o recast of 20.3 perc e n t .

The problem of Japan’s aging
society is so serious that it
jeopardizes the sustainability of the
c o u n t r y ’s social security system
which is based on the assumption
that the active working population
will support the elderly. The
Japanese go vernment, howe ve r, has
delayed implementing drastic
structural reform plans to revise
the current system.

The table (see page 2) compare s
the expected premium rate hike in
J a p a n ’s social security system
b e t ween 2000 and 2025 and that of
the United States. As of 2001, total
insurance premium payments
(including employers’ contribu t i o n s )
accounted for 27.0 percent of
monthly salaries in Japan and 15.3
p e rcent in the United States. The

11.7 percent difference in
individuals’ burden is owed to two
factors: (a) Japanese re t i rees re c e i ve
m o re ge n e rous public pension
benefits than American re t i rees, and
(b) the US figure does not include
medical insurance premiums for
working people (a little more than 8
p e rcent of workers’ pre-tax salary).
As a result, the actual spread is a
m o re modest 3.7 perc e n t .

Assuming no change in the
c u r rent system, howe ve r, extensive
d e m ographic analysis re veals that
the ratio of insurance premium
burdens will soar to 46.7 perc e n t
in Japan in 2025, while only a
moderate increase of 22 percent is
predicted for the United States.
This 24.7 percent difference
b e t ween the two countries by 2025
(exceeding today’s gap by 13
p e rcent), means that Japanese
companies and its employees will
be forced to bear much heavier
costs to support the age d
population. It is certainly possible
that some Japanese companies
might be persuaded to move their
headquarters to the United States.

More Funds to the 
Healthcare Sector

Table 1, on the other hand,
s u g gests a solution for the
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Japanese go vernment to ove rc o m e
n e ga t i ve effects of aging society,
because three-quarters of the
potential increase in social security
p remiums is related to pensions,
accompanied by a minimal incre a s e
of approximately 5 percent in
h e a l t h c a re - a manageable level. 

The catastrophic increase in the
ratio of expected pension
p remiums to salaries is largely due
to a defect in the present system:
pension benefits have been
systematically raised before actual
i n c reased premiums we re
implemented. In fact, ave r a ge
Japanese senior couples age d
a b o ve 65 re c e i ve a monthly pension
of ¥230,000 ($ 1,870). If they
maintain a frugal lifestyle, this
income is sufficient to cove r

expenses and leave their personal
savings untapped.

In the meantime, wary of
worsening an already gloomy
economic outlook, the Japanese
go vernment has been postponing
planned pension premium incre a s e s
since the bursting of the so-called
economic bubble in the early 1990s.

As a result, even an optimistic
scenario pre p a red by the Japanese
go vernment re veals a terrifying
re venue shortfall totaling ¥544
trillion ($4.4 trillion) in pension
funds for private corporate
employees and civil serva n t s .
I n e v i t a b l y, the go vernment will be
f o rced to reduce the actual value of
the current pension benefits by 15-
20 percent – not only to cover the
shortfall, but more fundamentally,

to re d i s t r i bute the burden of paying
for the re t i rement of Japan’s seniors.

Is A Solution At Hand?
Winning public appro val for such

a drastic 15-20 percent reduction in
pension benefits could provide the
Koizumi Cabinet with a pro m i s i n g
political option in pro m o t i n g
structural reforms under
consideration. Why?  Despite a
mathematical re s e r ve shortfall in
the long run, pension funds for
p r i vate corporate employees
c u r rently hold ¥170 trillion in
re s e r ve - sufficient to cover six
years in benefit payments.

T h e re f o re, by cutting benefits, it
would be possible to save the
system without undermining
financial stability of Japan’s pension
system by refunding a part of
pension re s e r ve (¥25 trillion) to
working generations, and by
f reezing the current pension
p remium rate to 17.35 percent for a
decade or longe r. Furthermore, a 1
p e rcent increase per year over the
next ten years in the consumption
tax would generate additional tax
re venue of ¥2.5 trillion every year,
which could be applied to cove r
the re t i rement costs of today’s
workers. 

As a result, the go ve r n m e n t
could implement the consumption
tax increase - a pre requisite for
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2001 Increase 2025
Japan *Public Pension 17.35 14.55 31.90

**Healthcare (Medical & LTC) 9.67 5.17 14.84
Total 27.02 19.72 46.74

US Social Security 12.40 3.6 16.00
Medicare Part A 2.90 3.1 6.00

Total 15.30 6.7 22.00
*NUMBERS LISTED IN COLUMNS OF “JAPAN’S PUBLIC PENSION” ARE THE GOV E R N M E N T
E S T I M AT I O N .
**NUMBERS FOR “JAPAN’S HEALTHCARE” CATEGORY ARE THE AUTHOR’S ESTIMAT I O N ,

INCLUDING PREMIUMS FOR BOTH MEDICAL AND LONG-TERM CARE INSURANCE.

NUMBERS FOR THE UNITED STATES ARE THE AUTHOR’S ESTIMATION, BASED ON PUBLICLY
RELEASED MATERIALS FROM THE US GOV E R N M E N T.

U.S.-JAPAN COMPARISON OF PREMIUM RATE FORECAST IN SOCIAL SECURITY SYSTEM
(DATA BELOW INDICATES PERCENTAGES)
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re building the structure and
foundations of the economy under
the structural reforms - in a way to
offset its nega t i ve effects by
refunding a part of pension re s e r ve .

This proposal (a tax incre a s e
coupled with a relief measure )
essentially shifts income from the
re l a t i vely well-to-do elderly to
y o u n ger working generations while
securing tax re venues to support
h e a l t h c a re programs for the eve r-
expanding aged population.

More Consumer-Oriented
Healthcare Services in the 
Near Future?

Securing funds to support
i n c reasing healthcare expenditure
is only a first step. Next, in order
to cope with the rapidly aging
s o c i e t y, Japan needs a system that
could optimize such funds and
t h e reby enable the pro m i s i n g
h e a l t h c a re sector to play a key ro l e
in revitalizing the Japanese
e c o n o m y.

H e a l t h c a re providers need
capital to create and expand new
business, which in turn ge n e r a t e
new employment. There are many
beneficial spill-over effects, as we l l :
(i) a reduction in the time re q u i re d
for biotechnology drug
d e velopment, as well as clinical
application of re ge n e r a t i ve
medicine, (ii) the development of
rehabilitation facilities, and (iii) the

establishment of more efficient
specialized medical facilities (such
as acute care and semi-acute care
h o s p i t a l s ) .

J a p a n ’s universal healthcare
insurance system consists of
medical insurance and, since 2000,
long-term care insurance. Although
all citizens subscribe to one type of
medical insurance, the pre s e n t
system is structured in such a
complicated way that most
politicians do not fully understand
it. Japan’s healthcare insurance
system faces four basic pro b l e m s :

( 1 ) T h e re are more than 5,200
i n s u rers (most are small-sized
o rganizations that carry annual
deficits), of which there are: 3,242
municipalities managing National
Health Insurance (covering all non-
corporate employees – such as
self-employed persons and
farmers); 1,756 corporate health
insurance associations (cove r i n g
workers in large corporations); one
go ve r n m e n t - a d m i n i s t e red health
insurance program (principally
c o vering employees of small and
medium-sized companies); 23
mutual aid associations for national
public service employees; and 54
mutual aid associations for local
go vernment employees, and other
i n s u re r s .

( 2 ) Recent data re veals that
a p p roximately ¥12 trillion wa s

spent by the go vernment to
support Japan’s health care system.
Annual healthcare expenditure s
now reach ¥35 trillion –
s k y rocketing spending in this
sector due to Japan’s demogr a p h i c
c h a n ges will continue to aggr a va t e
the nation’s financial conditions.

( 3 ) Many employees are angr y
that approximately one-third of the
p remium re venue of corporate
health insurance associations of
l a rge corporations is allocated to
p rograms specifically designed for
the senior citizens aged above 70.

( 4 ) A p p roximately 9 percent of
those enrolled in the National
Health Insurance fail to make their
p remium payments. In addition,
J a p a n ’s healthcare system puts an
inequitably heavier burden on
corporate employees in pre m i u m
payments than on self-employed
persons, who sometimes avo i d
paying their full tax obligations by
understating their self-re p o r t e d
income to tax authorities.

In order to solve these pro b l e m s ,
the Japanese go vernment has been
discussing drastic reform plans of
its health insurance system for more
than four years, but has not yet
reached a final conclusion.
Meanwhile, healthcare pro v i d e r s
h a ve been facing various pro b l e m s ,
i n c l u d i n g :

Continued on page 4
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1,002 municipal hospitals – major
h e a l t h c a re providers in many re g i o n s
– have reported annual deficits
exceeding ¥70 billion, with
a c c u mulated deficits of ¥1.3 trillion.
A lack of good management is
primarily responsible for such
financial crises.

( 1 ) 42 national unive r s i t y
hospitals across the country are
suffering from even more
i r responsible and poor manage m e n t
than municipal hospitals: there is no
financial data available by type of
medical care .

( 2 ) Many regional medical
institutions offer only ge n e r a l
services, and are not specialized in
certain medical treatments. As a
result, they tend to make re d u n d a n t
i n ve s t m e n t s .

( 3 ) T h e re is no nationwide
database available to healthcare
p roviders, which can serve as an
information base for medical
guidelines or clinical pro t o c o l s .
T h e re f o re, patients are facing a risk
of irregular quality of medical
t re a t m e n t .

In essence, Japan’s healthcare
industry is the largest in its size,
but the slowest in intro d u c i n g
market principles it lacks a system
to create services that would appeal
to many more healthcare
consumers, even with extra fee
p a y m e n t s .

Not surprisingly, these
compounding problems are driving
calls for reform plans these days.
Minister of Health, Labor, and
We l f a re, Sakaguchi, has sugge s t e d
his private reform plan to integr a t e
h e a l t h c a re insurers by pre f e c t u re .
This plan, which turned out to be
m o re drastic than one pre p a red by
bu reaucrats working under him,
could solve a problem of small-
sized, weak insurers that are
o ve r p rotected under the pre s e n t
system. To the dismay of
bu reaucrats who did not take
S a k a g u c h i ’s proposal seriously
because they expected him to lose
his office in the October cabinet
reshuffle, he was re a p p o i n t e d .

Second, today many pre f e c t u r a l
go vernors are eager to integrate all
the parties invo l ved in healthcare
services in their districts. Such
i n t e gration means collaboration
among medical institutions,
u n i versities, and the priva t e
enterprises, in order to pro v i d e
residents with quality medical
services by global standards. Such
collaboration is clearly the most
e f f e c t i ve way to achieve financial
stability without having to take
central go vernment subsidies.

Third, given a financial crisis not
only in many localities, but for the
central go vernment, both mu n i c i p a l
and national university hospitals

must take the initiative to carry on
without go vernment support.

In conclusion, momentum for
reform is driving the creation of a
Japanese version of an Integr a t e d
H e a l t h c a re Netwo r k / I n t e gr a t e d
D e l i very System. Such a system
would do much to impro ve the
quality of medical services in Japan,
as well as trim costs by pro m o t i n g
specialization of medical
institutions and/or their ve r t i c a l
i n t e gration by region. 

Yu k i h i ro Matsuyama is Senior
Fellow at Fujitsu Research Institute.
At present, he is coordinating sev-
eral regional projects that will
e ventually make up an Integr a t e d
H e a l t h c a re Network. Results of
these projects will be released next
s u m m e r.
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Over the past twenty years,
the United States and
Japan have been viewe d

m o re often as competitors than
strategic partners on the global
s t a ge. Highly profiled battles ove r
steel, agr i c u l t u re and trade policy,
in general, have fre q u e n t l y
dominated bilateral economic
discussions between the two
go vernments and their re s p e c t i ve
business sectors.

To d a y, howe ve r, we see a
potential area of collaboration that
d e s e r ves attention and could serve
as a model for future cooperative
efforts. China’s entry into the
World Trade Organization (WTO )
and in particular, in the area of
intellectual property rights (IPR)
p rovides this important opportunity
for our two countries to wo r k
t ogether on a common age n d a .

Businesses in both Japan and the
United States realize the potential
of China’s market and we both are
e a ger to work with China as a
partner in this important and
historic endeavo r. The stakes are

l a rge. In becoming a member of
the WTO, the wo r l d ’s most
populous nation agreed to undergo
a major transformation of its
economic system and accept global
business practices.

A wide-ranging education
p rogram is underway thro u g h o u t
China, with go vernment and party
officials, judges, and industry
e xe c u t i ves receiving training in
W TO principles. More o ve r, a

b road range of technical assistance
p rograms, in cooperation with
f o reign go vernments and
businesses, are being adopted to
help China with its capacity to
meet the demands of accession.
With the world watching and with
the strong commitment of the
Central Government in China,
t h e re is no question that China can
be successful in implementing its
W TO commitments that wo u l d
s t rengthen the global trading
system as a whole and encourage
further trade liberalization.

In implementing its
commitments, howe ve r, China does

face a myriad of challenges. The
commitments re q u i red China to
p l e d ge to both general and specific
actions, ranging from adoption of
W TO principles of non-
discrimination, to a major ove r h a u l
of existing laws and trade
practices, to reducing or
eliminating tariffs, quotas or other
barriers on more than 7,000
a gricultural and industrial
p roducts. While some of the
commitments will be phased in
o ver 10 years, the complexity of the
task for China is enormous,
especially given its diversity fro m
region to re g i o n .

The US and Japan Have Common
Interests in Enforcing IPR

In the area of in the area of IPR,
American and Japanese companies
h a ve high hopes that China’s
accession into the WTO will lead
to the development of a re g i m e
that cracks down on widespre a d
IPR violations. Counterfeit and
pirated products made in China
h a ve damaged US and Japanese
industries, ranging from electro n i c
appliances and motorcycles to
pharmaceutical products, DV D s ,
and game softwa re. In light of this
o n going concern, the United States
and Japan have a common age n d a
to help the Chinese go ve r n m e n t

Continued on page 6

“In light of this ongoing concern, the United States and

Japan have a common agenda to help the Chinese

government improve its efforts to protect IPR in that

m a r ke t . ”
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i m p ro ve its efforts to protect IPR in
that market.

In joining the WTO, China
committed to comply with the
W TO ’s TRIPs Agreement (Tr a d e -
Related Aspects of Intellectual
P roperty Rights), upon accession.
The TRIPS Agreement defines the
scope and enforcement obliga t i o n s
of signatories in various areas of
intellectual property rights,
including copyrights, patents,
trademarks and trade secre t s .
Under the terms of its WTO
accession, China is to pro v i d e
specific details on aspects of its
laws and administrative practices
that need to be changed to
conform with both the letter and
intent of the TRIPs agre e m e n t .
China is also re q u i red to impro ve
its enforcement regime, including
implementing effective civil,
criminal and border measure s .

To be fair, China has been
working on IPR protections since
the early 1990s – it has made
important impro vements in its lega l
f r a m e work by amending its patent,
trademark and copyright laws
consistent with the provisions of
TRIPs. Yet piracy in China re m a i n s
rampant and a continuing concern
of the business communities in the
US and Japan. According to the
Business Softwa re Alliance,
estimates of losses in China for

global companies from IPR re t a i l
and softwa re piracy for 2001 alone
we re about $1.7 billion.

Despite some progress in
p ro mu l gating and re v i s i n g
regulations to advance pro t e c t i o n
of IPR, enforcement re m a i n s
inadequate and infringe m e n t
continues. In part, this is an issue
of political will on the part of
central and local go ve r n m e n t
officials in China. Rule of law
ge n e r a l l y, including in such areas as
t r a n s p a re n c y, judicial re v i e w, and
uniform enforcement of laws need
to be strengthened. More o ve r,
e n f o rcement of IP rights will not be
a deterrent or effective until
significant civil and criminal
penalties are applied routinely to IP
i n f r i n ge r s .

What are intellectual pro p e r t y
rights?  Do the United States,
Japan and China place the same
value on protecting such rights?  In
the great economic histories of the
United States and Japan, both
countries have developed their own
unique experiences and
p e r s p e c t i ves on the issue of
intellectual pro p e r t y. It has been a
difficult position to argue that ideas
can be a form of pro p e r t y, and eve n
m o re difficult to enforce rights to
that pro p e r t y. What’s more, the
United States and Japan both
benefited economically when their

stock and protection of intellectual
p roperty was re l a t i vely low. Ove r
time, howe ve r, both countries
realized the benefits of an effective
IPR system, ove rcoming fears of
i n n o vator monopoly.

H i s t o r i c a l l y, many in China did
not see safeguarding of IPR as in
their personal, or national intere s t ,
as the costs of legal acquisition of
t e c h n o l ogy can be very high.
M o re o ve r, IPR enforcement is
p e rc e i ved as a foreign initiative ,
only benefiting companies abro a d .
Traditional Chinese thinking does
not consider knowledge to be a
form of pro p e r t y. It has been often
p e rc e i ved as a western idea with
immediate benefits to we s t e r n
c o n c e r n s .

Yet, there are important signs
that this is changing. There appears
to be a growing re c ognition that
p rotecting intellectual pro p e r t y
rights is essential in order to foster
an innova t i ve technologically drive n
e c o n o m y. Despite the above -
mentioned re s e r va t i o n s ,
i n c reasingly the Chinese
go vernment understands the link
b e t ween promoting innovation and
p rotecting IPR. IPR protection will
facilitate economic development in
C h i n a .

How can private sector efforts in
the United States and Japan bolster
C h i n a ’s stake in an IPR re g i m e ?
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Many foreign companies that have
been unsuccessful in China quickly
realize how the lack of IPR
p rotection impacts their bottom
line. The choices are simple. Some
of these companies might elect to
i n vest other markets but most see
the long term potential in China
and are determined to try to
influence Chinese attitudes about
IPR. Many in Japan and the United
States re c ognize that cooperative
efforts can be made towa r d s
helping China see their own stake
in a better IPR regime. There is
c u r rently very little patenting
activity by Chinese companies, bu t
as the economy develops and
modernizes, this activity will rise.

Multinational companies, in
p a r t i c u l a r, have re s o u rces to inve s t
in building awa reness of this issue
and many are taking action. Ta k e
M i c rosoft, for example. They are
i n vesting $750 million in re s e a rc h
and training programs in China.
This is partly because of China’s
regulation that foreign companies
wishing to do business must have a
domestic partner – domestic ro o t s .
But by entering into this
partnership, Microsoft will nurture
domestic forces that will fight for
their own stake in IPR rules.
I n d i genous intellectual property will
c h a n ge the face of the arg u m e n t
f rom foreign to Chinese. Not only
M i c rosoft, but Alcatel, GE, Intel,

Siemens, and
Matsushita are
i n vesting in huge
p rojects. These
i n vestments are n ’t for
p roduction or assembly,
but re s e a rch pro j e c t s ,
seeking to tap into
C h i n a ’s quickly gro w i n g
intellectual re s o u rc e s .
A record 465,000
Chinese students
graduated last year with
d e grees in science and
engineering – almost
equaling American
l e ve l s .

Chinese officials
particularly want to

e n c o u r a ge the Chinese softwa re
i n d u s t r y, and re c ognize that interna-
tional standards must be applied in
its development, and at international
prices. China’s current softwa re
industry is small, but growing at
about 30 percent a year. Chinese
will soon be the dominant language
on the web and China has one of the
most developed bro a d b a n d
connections in the world. With eve r
greater numbers of Chinese
intellectual property producers –
e n t re p reneurs who have the ear of
officials and the admiration of the
people – calls for greater IPR
e n f o rcement will grow louder. They
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MOTION PICTURES E N T E RTAINMENT SOFTWA R E
Loss: 2001   2000 Video Piracy: 2001   2000 Loss: 2001   2000 Piracy Level: 2001   2000

160.0 120.0 88% 90% 455.0 NA 92% 99%

RECORDS AND MUSIC BOOKS
Loss: 2001   2000 Piracy Level: 2001   2000 Loss: 2001   2000

47.3 70.0 90% 93% 130.0 130.0

BUSINESS SOFTWARE APPLICATIONS TOTAL LOSSES
Loss: 2001   2000 Piracy Level: 2001   2000

717.4 765.1 93% 94% 1,507.0 1,085.1
SOURCE: IIPA . C O M
OTHER SOURCES: BUSINESS WEEK ARTICLE ON HIGH TECH IN CHINA
COLUMBIA UNIVERSITY CONFERENCE ON US AND JAPAN COOPERATION ON IPR
FEER ARTICLE ON THE CHINESE SOFTWARE INDUSTRY (SEPT 19 ISSUE)
US EMBASSY TOKYO, US EMBASSY ITA LY

2000-2001 ESTIMATED U.S. TRADE LOSSES DUE TO  COPYRIGHT PIRACY IN CHINA
(IN MILLIONS OF U.S. DOLLARS)

AND 2000-2001 ESTIMATED LEVELS OF COPYRIGHT PIRACY (IN PERCENTAGES)

Continued on page 8
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will be the biggest force on the
f rontline to change public opinion.

It will be some time before these
f o rces can gather enough steam to
compete globally. Intellectual
p roperty products constitute 7
p e rcent of US GDP, but still just 2
p e rcent of Chinese GDP. The
t rends, howe ve r, are clear: China is
not content to be re l e gated to low-
tech manufacturing. The
go vernment commitment to
t e c h n o l ogical advancement will
p rovide its own impetus for
s t rengthening IPR enforc e m e n t .

Exporters of intellectual pro p e r t y
should not wait for domestic
Chinese forces to realize the
benefits of IPR. Admittedly, this is
a long-term solution. Private sector
partnerships like those
spearheaded by Microsoft and
Matsushita show how American
and Japanese industries can help
new Chinese companies and
t h e m s e l ves by entering into joint
ve n t u res with these new companies
and guiding them towards IPR-
responsible production. 

Sharing experiences: IPR is All
About What You Know

The US and Japanese
go vernments can help foster
p rogress in China by exploring
cooperation between their re l e va n t
go vernment agencies and those in
China. The US and Japanese patent

offices have a long history of
cooperation. A recent agreement to
re c ognize each other’s patents is a
testament to the high re gard they
place in each other, and their
willingness to cooperate.

Along with the USTR (the US
Trade Repre s e n t a t i ve) Office, Japan’s
Ministry of Economy Trade and
Industry and other departments,
these two countries offices can draw
on their re s p e c t i ve strengths to push
China towards better IPR rules and
e n f o rcement. The United States,
with the greatest amount of pirated
materials in the world, has extensive
experience in enforcement. Japan
has more recent experience in the
transition from a technolog y
importer to a mature technolog y
e x p o r t e r. And Japan has the most
a d vanced patent office in the wo r l d ,
and has courts dedicated entirely to
complex IPR cases.

The US Congress appro p r i a t e d
just $20 million for a myriad of
domestic agencies like USTR, as
well as the Departments of
C o m m e rce and Agr i c u l t u re, to help
China enforce IPR. Yet the US
Patent Office has no staff in China.
The Japanese Patent Office does
h a ve full-time staff in China, which
could act as a model for a US team.
Funding for these kinds of pro j e c t s
is essential on the US side.

Information sharing is the
lifeblood of any U.S.-Japan
cooperation, and if possible, formal
channels should be developed to
make it easier for the two countries’
re l e vant bodies to commu n i c a t e
concerns and exchange
information. American and
Japanese enforcement officials’
experience can be passed on to
Chinese police and customs age n t s
t h rough seminars and educational
campaigns. Transfers of American
and Japanese enforc e m e n t
t e c h n o l ogies could help support a
new IPR system. A provincial rating
system would address re g i o n a l
disparities in IPR enforcement and
allow companies to target pro b l e m s
in particular provinces. Rating local
go vernments could put pre s s u re on
them to do a better job with
e n f o rc e m e n t .

Capacity-Building will Make 
the Difference

Toge t h e r, the two go ve r n m e n t s
should cooperate to give financial
and technical assistance to help
c o ver the overall costs of China’s
IPR system. While almost eve r y
go vernment agency has hire d
people to monitor and enforc e
C h i n a ’s compliance, more can be
done to help build the Chinese IPR
re g i m e ’s capacity.

Lack of knowledge and
understanding and insufficient
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training also impedes effective
e n f o rcement efforts in China. A
b road range of private sector
companies and groups from Japan,
the United States and Euro p e
should coordinate on developing a
unified plan for supporting China’s
capacity in the IP area. Curre n t l y,
most of the efforts are ad hoc and
bilateral in nature. The problem is
too serious and important to be
a d d ressed in an uncoordinated
m a n n e r. Mere explanations of how
the US or Japan approach IP
e n f o rcement are not alone going to
result in significant changes in
C h i n a ’s IPR regime. By wo r k i n g
t ogether and through our
go vernments in conjunction with
re l e vant bodies in China much can
be accomplished.

We should further work to bu i l d
multilateral support for these
c a p a c i t y - building efforts. The Wo r l d
Bank and World Intellectual
P roperty Organization (WIPO) have
p rograms to help deve l o p i n g
countries, but costs are very high to
a d d ress enforcement administration,
judicial processing, incre a s e d
burdens on penal systems, and most
immediately important, and the
costs of the actual development of a
system. The two go vernments can

help advise China on compliance
with the Trade-Related Intellectual
P roperty Rights (TRIPs) Agre e m e n t
and on judicial impro ve m e n t s .

The original TRIPs Agre e m e n t
was engineered to be a trade-off
b e t ween assumption of IPR
o b l i gations and market access in
a gr i c u l t u re, textiles and appare l ,
and the US and Japan should not
impose trade-distorting barriers in
these areas. As a further measure
of goodwill, the US and Japan can
jointly comply with TRIPs Article
66.2, which provides for additional
t e c h n o l ogy transfers into
d e veloping countries. Medicines
would be particularly appro p r i a t e
as a ge s t u re of goodwill, and could
be subsidized by the go ve r n m e n t
or private intellectual pro p e r t y -
concerned parties.

Conclusion
IPR has been a fertile ground for

Americans and Japanese to wo r k
t oge t h e r, and it is a promising are a
for future cooperation. Private sector
o rganizations and companies in Japan
and the United States have a vital ro l e
in fostering change in China. Some
o rganizations are mobilizing in the
United States including the US
Chamber of Commerce, the

Pharmaceutical Research and
M a n u f a c t u rers of America, the
International Intellectual Pro p e r t y
Alliance, the Business Softwa re
Alliance and International Anti-
Counterfeiting Coalition. Pro m i s i n g
d i a l ogue between US orga n i z a t i o n s
and their counterpart organizations in
Japan have started.

The next step is for this dialog u e
to translate into a concerted plan
of action that will be seen in China
as constructive. I have high hopes
that this can be achieved. 

Article pre p a red by Myro n
Brilliant, Vice President, Asia, US
Chamber of Commerce with sup-
port and contribution from Orion
Richardson, Asia Intern, US
Chamber of Commerce. The views
contained herein are the views of
the authors and do not necessarily
reflect the position of the US
Chamber of Commerce. 
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“By working together and through our governments in

conjunction with relevant bodies in China much can

be accomplished.”
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‘Heads Up On Hot Topics A ffecting the US 
and Japan’ “US Trade Agenda-Preview for 2003”

by Brink Lindsey, Cato Institute

The Bush Administration’s
trade policy can be
characterized as “one step

back, two steps forward,” explained
Brink Lindsey, the Cato Institute’s
D i rector for Trade Policy Studies.

Speaking at the “Heads Up on
Hot Topics Affecting the US and
Japan” breakfast December 18,
Lindsey said that upon taking
office, the White House
concentrated first on winning trade
n e gotiating authority (TPA ,
p reviously called “fast track”) fro m
C o n gress. Now that it has secure d
T PA, it will try to complete trade
a greements. But the promises the
Administration made in order to
win enough votes to pass TPA we re
“one step back,” Lindsey charge d :
now the US has to reconcile its fre e
trade rhetoric with newly-enacted
p rotectionist legislation.

Especially worrisome, Lindsey
said, is that the US’s 30 perc e n t
steel tariffs, its “obscenely lavish”
2002 farm bill, blocked Canadian
s o f t wood lumber imports, and
tighter textile and apparel rules
dealt a “body blow” to US
c redibility in convincing other
countries to open their markets.
“These concessions have pro v i d e d
p rotectionist politicians in other
countries excuses on a silver platter
and will make the US’s efforts to
liberalize trade in the World Tr a d e

O rganization (WTO) much more
difficult,” he pre d i c t e d .

Bush Trade Policy
On the multilateral front, the

US has recently offered two bold
proposals – one to eliminate
export subsidies on agriculture
and limit trade-distorting
domestic price supports, and the
other to eliminate all tariffs on
industrial goods by 2015.

But while both proposals are
ambitious, many trading partners,
especially developing countries,
Lindsey said, will be skeptical
about whether the Bush
Administration will actually
remove all protections to the US
agriculture, textiles, and steel
sectors.

Turning to the long-discussed
hemispheric Free Trade Agre e m e n t
of the Americas (FTAA), Lindsey
said the initiative is on “life support
but neither the US nor the South
Americans want to be blamed for
killing it” by admitting they cannot
make the painful concessions
re q u i re d .

Bilateral free trade agre e m e n t s
( F TAs) with Chile and Singa p o re
h a ve just been concluded and
C o n gressional appro val is certain.
But other FTAs, which are primarily
p rompted by foreign policy and
security concerns (with Moro c c o ,
Central America, Southern Africa

and Australia) will not proceed so
q u i c k l y, Lindsey believe s .

But given the fact that the WTO
will – at best – meet its end-2004
timetable, and the FTAA is nearly
dead, bilateral agreements are the
only tangible accomplishments the
Administration will be able to point
to since the passage of TPA. As a
result, Lindsey concluded, the Bush
White House will continue to
emphasize bilateral FTAs. 

Brink Lindsey is Dire c t o r, Center
for Trade Policy Studies, Cato
I n s t i t u t e .

N o. 27   
December 2002 1 0

P u b l i s h e r, Keizai Koho Center

D i re c t o r, Hideaki Ta n a k a
k k c1@ k k c - u s a . o rg

1900 K Street NW
Suite 1075

Washington D.C. 20006
202 293-8430

w w w. k k c . o r. j p

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.


