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The Furopean Business
Community  In Japan ohn
Wodniesday  criticized a8 plan
by Japan's ruling coalition to
present o bill to the Dist, pos-
sibly during the currvent ses-
aion, to ban the use and sale of
prepaid mobile phones on
grounds that they are olten
used in crimes.

Launching an snnwal report
on the Japanese buzginess en-
vironment for 204, the ERC
alzo touehed on the privaliza-
thon of Fapan's postal services
and urged the government to
establish & level playing field
with private-sector competi-
tors during and after the pro-
CEES.

Thee EBC, which represents
mare than 3,000 European
companies and individuals in
Japat, also asked the govari-
ment teensure that the same
tax deferral rules on eapital
gains currently available for
corporate  resrganizations

amaong Japanese companies
arve extended Lo evoss-border
stock-for-stock mergers.

In the %-page annwal policy
pragrer, thi EBC called the rul-
ing coalition's plan a “dispre-
portienate respomse”’ aaying
the problem “is ot with pre-
paid itsell, bot with the car-
rent wealness in the ID check
avatern, which eviminals have
exploibed.

“Wo country has banned
prepaid,” the ERC said, call-
ing for the Japaness govern-
ment's support for growth of
the nation’s prepaid phone
market, which it says s ex-
panding, “Banning prepaid
wirnld %.urm Japanese con-
surers,”

The report, which s the
fifth ot ita kind and is expect-
el Lo b baken up sl a Japan:
Eurapean Unisn regulatory
reform mesting Thursday n
Takve, said similar problems
have smerged in other coun-
tries, which bave respended

by atrengthening thelr 1D ver-
iieation sysbems,

The EECs demand reflects
requests by Japanese units of
Buropean lelecom carriers,
including Vodatone K. K. [t
came in response to moves by
pelieymaloers of the Libwral
Democratic Party and New
Homeito to subrmil legislation
Lo ban prepaid mobile phones
during the current Diet ses-
siom, which runs through Dec,
3, or next year's ordinary ses-
sion bo be eonvened in Jani-

ary.

The EBC's report zatd the
iasue of prepaids should be
kepl in perspestive, noting
that anly 0.1 percent of pre-
paid phunes are used in
erifmis and that there is three
timea as much Internet
crime,

In releasing the repaort,
EBC Chairman Richard Col
Lagse said it a speech that the
EBC “feetr stromgly that Ja-
pan will et be able to atiract

more foredgn Inveatment until
the government takes deel-
aive action te address the
structural impediments to
business develepment in the
privabe sector.”

He eited a 10 pereant fall in
flows of forelgn direct invesl-
ment into Japan over the past
iwo years, despile the Japa-
mese government’s goal of
doubling . such investment
within five vears [rorm 203,

Collasse, president of Cha-
nel KK, streased the need for
reform designed o increase
mergers and asguisitions n-
volving foreign companies in
Jopan, sayving i€ is nol easy
for foreign companies to ose
their own shares Lo buy a Jap
ANcEe company,

“We're expecting changes
to the Commercial Code
aometime next year that will
allow  so-called erlangular
mergers belwesn Japanese
and tareign firms, bt the real
ey will ke whether the Minis-

try of Finanee will allow tax
deferral on theses transac-
tioms," he aaid.

Crozg-horder triangular
measires entithe forelgn par-
ent companies te uss their
shares through a 100 percent
Japam:m subsidiary when

with or acquiring an-
uth apanese company i
that Japanese company ks in
digtréas snd if its reviteliza-
tan plan s approved by the
Japanese government,

"The MOF has promised to
review relevant tax laws, but
wie all know that a MOTP
promige {0 ‘kento shitemasu’
(we are studying L) does not
always translate mlo real ae-
thon,” Collasse said.

On e privatizalion of the
state-hacked Japan Post, the
EBC urged Japan to pm the
atate-run “lampo® life insur-
ance services upler the same
regulations as private opera-
tora and to not allow any newr
o albered kampo products

kil a level playing feld is
estahlished, & reguest also
fibed by the United Seates;

“Japan Post’s kampo insur
ange husiness should be suh-
jeek to the same capital, sol-
Vency margin, L and poliey
helder protection tunding
requirements as private-sec
tor isurers,” the report said.

“Sirlet limits should be
placed on the ability of Fapan
Post to expand its huziness
until appropriate competitive
safeguards have been ostab-
lished to prevent Japan Post
from using its dominant pesai-
tion in existing markets to
cross-subaidize new  bidgi-
ness,

The latest report highlights
currenl sitsations, problemsa
and reeanumendations for out
3r.anr1l11g isgues in 28 sectors
in Japan, including legal ser-
viees, hanking, insuranece,
pirlines, food, animal health
and environmental {echnols
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