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HITI, MPT, and the ITelecom Wars: How Japan Makes Folicy
fer High Technology

by Chalmers Jahnson

In his memoirs #: postwar politiecs, Yeshida ShigerTu, the
ETeat prime minister whe presided over Japan's vise from the
ashes, commented that, “The Occupatiocon, with all the power and
autherity bebhind irs operation, was hampeTed Ly 1tz latk of
kncwledge ¢f the pecple it had come to goverm, dnd e¥eén @moTe 50,
Ferhaps, bY its generally happy ignotance of the amount af rTe-
quigite kpowledge 1t 1aeked.“1 Hore than thirty-five rFears
after the end of the Allied Oecupatrien «f Japan, the main issut
haz changed from AmeTica's ability to govern a defeated Japan
tg irs ability Tto compete egonemically with 3 Cepascent Japan,
but Yeshida's chservation is 2till vwalid. During the 198035 Amcri-
can leaders vehedrntly declared o0n every Rossible swccasicon that
nNo Country was "more lmportant' to them thanm Japan and that Japan
was the "cormerstone™ of their foreign policy in the Pa.-:ifit:.2
And ¥et these same leaders demonstrated on egually namersus gaca-
Sions that they had not a clue 23 to hew Fapan was governed.

Buring 1984 and 1285, frustTated by the issues of Japanese
“industrial poilcy” and prtoduct cerrification precedures, the
Amerlicans atrtempted te make an issue our of The “iraosparency”
of the Japanese goveTCnment--by Which they meant that they diad
net know how policies a<fecrting them Wwere Miéde WiTthin tht Japanese
grvernment apnd that they wanted to be able to lobkby the Japanese
government &T least as ¢asily and cffECtively gz Japidnese Were

. . , . 2
lobbying the AmeTican goveTnment in Washingliono. Equally to the



poeint, the Ameérirans were mystified by the ecoincidence of a
warm persgnal friendzhnip between the president and tht prime
minister [(Fresidenat Beagan™s and FPrime MHinister Hakasene's "Ran
and Yasy" relationship) and the growth of the bilateral trade
defipit to 530 billien, the [igurc for 1985, DPuring the peciow
of their special Telationship,., Bon and Yasu agreed on at feanst
2 half dozen matkeat gpening schemes that were supposefl to rTedress
the trade i1mbalance. Inxtead it B0t waTrse. Hid this mean that
it was useless and misleading to lobby the Japanese prime miniszter?
Suck g¢enfusion and misundevrstianding wWere by no mEans TostTic-
Ted to the EKeagan and Nakasope adfiinistrations. In a major study
of the negofativns duting the late 19798 berween Japan and the U.5.
to opeén up the Japaanese telephone monepoly tg sales bY American
manufacturers, Timothy Curzan concluded: "The V.5, recuest Yor
the imclusien of HIT [Kippon Telég:aph and Telephone Company]
under the ¢9de [signed in 1979 governing proecurements DY gQoOYern-
méents)] assumed an ability wvo the part of the Japanese goveTInment
o deliver tThe requested cancessions. When the govarnment d4id
pet deliver ¥TT concessions, 0.5, =sfficials belisved Japan was
deliberately Being unceovperative.” Even after they g9t an agree-
tent with Jlapan, the Americans pever really Tigurcd out what had
been the preblem on the Japanese side or why The discussians were
0 @8cTimonieus. This led Curran to conciude that the United Sraztes
"*Must leatn mOTe abour Japan--about the strtucture of pover and
influenge within the Japanesze govetnovnt--and hefuwecn T Sovero-
mENT and the prblic Enrparatiqns.“&
Five reaTs aftor a supposed Telecommunicariaons agredment

wads Tearbhed between the Two countrics, The situaticn Temalned



3.
unchanged. Fy 19853, the hilateral trade deficit irn telecommuni-
gaticns equipment had grown Tto $1.5 bBillier in Japan's faver,
#ven though this 15 an arca ©f high technoclagy ir which the Ame-
Ticans aTe piofneers and ian which their equipment and networks are
without egual. Mos:t analysis have cencluded that this defieit 15
likely to bhe permanent, Tegartdless aof any changes in the macre-
econcmic environment of the THO countries Such as cuTTENCY EXChange
rates. Henetheless, Americdn trade negttiators were claimiag ic
ApTil 19?85 rthat they had achieved wirtuwally all of their goals in
the telecommunicatiens tralks; and John J. Mebomnell, Jo., vice
president of the U.5. Electfeonics Industries Association for tele-
coREUhications: Was queoted by the press as saying that ALl of us
are absolutely delighted™ with the sperations of the new, indepen-
dent certifigation agemecy that replaced the old system under which
HTT wertified all equipment for use in Japan. MeDeonnell also
adﬁEdJ hewever, ihat "I don't ever expect, 1In my lifetime, to see
a positive balance in trade With Japan in :ElecummunicﬂtiUHE."E
Télwcommunicatiang was suppeosed to be the supeess story of
the 1883 American effort at marker oapeping in Japan, Ccompared with
titber produsrs, medieal squlipment and pharmaceuvtic2ls, and elac-
trénics, on each of whigch the T.5. failed tov make headway or else
turned to the coUTrTs in anti-dumping swits. And yet, Toward the
end of 1985, Glen Fukushima. head of Japanese affaiTts in the Office
of the U.S5. Trade Representative, tvevealed that “We've encountered
some serious Jdiffigpulcies, and heczyuse of this it's difticult for
us Te say noWw that telecommuniceétions has shown The mest sSigniti-
Coflt prograess.” dn the Japanese-American trade pegdlationz Ln

gencral, Fukushima conecluded, ™. . . we Well around and around



in this discussien, and it Was gQuite 2vicent that the role of
the government [in Japan] was conceived of pelng wvery different,
that the expectaticns the codounity had of the government uwere
different, and that the fundawental noticn of <oompetition was
alse quite different in The TWO cnuntries.“Is
In my peTrsonal eXperienrce as a schplar of the Fapanhese poli-
tical egonomy, 1 have vm accaslon been approached by senior offi-
cials of American industries with a Tequest that T helyp them in
iobbring the Japaneae Diet. T have always Tepliec that alth&ugh
I am sympathetic t¢ the idea of trying to get The message of
Amcrican businass acToss in Japan, Lt is foolish to attempt to
lobby the Japanese Diet. Foone, Japinese aor foreigner, is inter-
eszted in lebbying the Dist sSinece pelicies ate net initieted ot
degided there butr only rvatified and legalized. "Where, then,
should we lobby?™ I am asked. This paper 15 an aitemplt at an
#XTended answer to That guestion.
"whoT £hoanld an AmerTircan kpow 1if he pr she wants To labby The
Japanese gouvernmeatr’™ My answer is divided itnte two broad parts.
The first comgcerns one of the mest controversial subfects in contem-
porary Japanese studies--namely, Who governs in Japan and hew is the
s¥ystem of goveTruance changing? Regardless of the many different
answers glven to these gquestions by Japanese and foreignon analysts
alike, 211 will agree that the components of The answer inclade
burezwcracy, ruling party, facrtion, and wnat ars called zoku (loosely
translatable as members of Tribes of caucuses ), ] =hall attemptr
to describe sach ©f thegse EToups and how they relate to cach other,

parrtigcula=ly in whe aiTea of telegommunicarions. The stcond part



of my answer takes the form of a case study of Japanese policyr-
making for aene of the twe ¢Tr three mwest impartant high=technaslagy
industries-—namely, telecomounications during what Japanese have
coma to £all the telecem wars of 1943-14955, 4lthgugh the partici-
pants and tattles af the telecom wars=s durimg the first halfl of the
1%80s are {fixed in time and place, the kingds of relationships they
had with &arh other afe of coRtinuing zignificance; attd 1 am hope-
ful that suth & CauTionary tale will help put meat on the bLenes aof
BY s=tructurzl apalysis.

Japan'y Folitjcal Sy=tem and How It Is Changing

Puring the first half of the 198035, the Japanese RgoOvernment
initiated and pursped tany important official policies for the nation.
These inclyded the decision to end the century-old governmental mono-
paly in telacommunications gervices by Teorganizring the Wippoh Tele-
Eraph and Telephnnc Company as & joint sSteock coApany. English-
speaking observers like to refer to this dewvalopment as “privatiza-
Tion™ even theugh, in fact, all shares of the new NTT are under the
tontrel of the government and only a portion of them avte being

?
s0ld to the publiec {none to foreigness) over a {ive—-year peried.

The government also yndertook o Tewrite its laws regulacing the
ewly demonopoalized telecommunicatiesrns business, tried te fatre

The inIerest rates on postal =avings accounts down 1o the level

@i those avtherized by the Ministry of Fipance {MOF) for the
rommreTtial banks, establizhed meWw organirations to sappeTT Tiésearch
and development 1n telecommupicaticns and ether high=techholoEy
industries, began Ie Pprotect the properry riphts of authors and

manufacturers of programs far computets, sheltored 1ts domesTic



g.
communicastions satellite industiTy from forelgn competitieon so that
it might one day become a viable experter, ncgotiated With the
dmerirans over whit Was euphe®istically called "trade frictiom,”
and started to build digitalized telecommunications .aflrastructuras
far the eventval intercomnection of "pew pedia”™ equipment [(videao
telaphones, widedtext terminals, two-way cable television, eto.}.
Each one of tThese initiatives Was The occasion for a major hattle
inm the telecowm wals, as we shall zee later Iin This paper. The
immediate problem i2 why the Japanese government, in parTt OrF as a
whole, undertook TChaze or any othar public projects. What were
the interests and motives of acters within the Japanese Eovernmental
process and how did they conflict %ith each other?

It is neacess5daTy at the glutset tg Tejett moest foreign analytical
writing on this subjiect since it almost invariaﬁly projects anto
Japan the experience of one or angether foreign country at the
ideglogical expectations of foreignerz about what Japalese motiva-
Tions showld be, Thas, for exzmple, when Charles L. Brown, the
thaitman of the Americanm Telephone and Telegraph Company (AT&T),
Etates that the telecommunicaticons ousiness everywhere is driven
by "technolagicel revolutioens." by zuch thinps a3 microelectronics,
the applications of light-wave physies te fibre optics, and saoft-
Ware development, one may agree in very bread terms but the fact
remaing that none of this teebnelogy was developed inm Japan and
thus there were 0o endogenous Lechnologicil imperatilves Chat drowve
Japan to change 115 preexisting ﬁyszem.a Japarn demanepalized the
telefemmunications business for gpood Japacese reasons, which hawe

dimost nothing to do «@with technolapgy.



Similazly, Japan was not copying the sxample of the breakup
of ATAT imn the United States. ATL&T was ordered by the U.%. gourts
to dismember iiself before srarfting to conpect computers with
telephdne netwarks, whereas Japan kept NTT 1ntact bvt allows new-
comers to try to compele with 1It. AT&T =st1ll buyrs all of 1ts egarip-
ment from mWestern Electric, which it suwns, whereas WTT has always
depended on external saurcing- Japan was also net forced to change
by American trade negorliators. The 4mericans werte not s5¢ much inter-—
ested in the legal status of HTT as in trying ta E=t it to bhuyw
foreign products At least ta the extent thai 1t subsidized domestic
exporters (until 1285 NIT paid Sumitome Electtic $1.5%0 per meter for
cebles while SBumitemo charged its American customers only 60 cents
a mEtET}-g ¥hen talking abour Japanese motives, one must Temember
that Japan is one of the world's most jntellectually iselated and
inward=looking countries; it is alwegys more preoccuplied with
Comestic developments than with exXternal events. This 15 not to
%4F that technological developments or forelen pressures have na
effect on Jzpan. It is rather to argue That such foreces anly
gupply opperiunities and Conmstvaints rhat indiregtly influence
the primary motivatioens of domaestic prﬁt&gnni&ts.ln Who, then,
aAre these domestic protageonists and whart aze theit motives?®

The fiTst group is the official stare bureaucracy. These are
the officials of the central government miniztries and agencies
Who since Japan's emeTrgence &5 4 modern state in the late 19th
ceolury nave been The planvers, engineers, and supeTviscoTs of
Japan's ecopomic aad zoclal development- This group is aa inhertent

merttocracy of Talent, educated in The best schoeols and universirties



in the counzry; and 3t 15 wery ouch aware of and jezlously pro-
tects its bhigh preEstige within the social SYETom. In the postwar
worTld from 1945 until approximately 197%, when Tamaka Kakuei became
prime minister, The bureaucTracy ' s mopepoly of pelicy-making powers
in Japan was wirtually complete. The only Areas wherte political
tather than buareavccTatic fatrerests clearly prevailed were cduca-~
tion, defense, and agricultural price supports-ll Even after
Tanakz began to change the s¥ystem, wmost iomportant policies still
0Tiginate within & Dinistry or agency. oot Wwithin the political o
privarte secters, although these policies may be axtensively modi-
fied once the bureaucracy makes them public.

O0f the tThree broad theories of burcaucratic behavicr--that
state bureaucrats attempr ta serve {1} the public's interest, (27
the interests af their eijepts, or (3) thelr outh inteTrests--The
evidence of Japan Suggests that the last has the greatest explana-
toTyY power. Ir a famowus study ©f <he Ministry of Finance C(MOFD,
John Camphoell ranked the prierities of the ministry as 1t pursued
iTs single mow=t l@portant task, that of drafrting the varticmal and
dnd Investment hudpgets. FitsT priertity was "protectiovn of the
MinlstT¥'5s autonomy, slite stalus, and jurisdictienmnal beocndaries.*
This was pur ahead of "pursuling caorvect fiscal polities far giwven
ecomnemic concditionz” (priority two)} and well zhead of "eliminating
wasteful spepding and obsolete programs™ (priority ei&htj-iz
Yeedless 2o s3y. the Ministry of Fipance does not itsclf distingulsh
ameng 5eTving the public’sz, irts cliiemts', 07 1ts ovwn iLnterests,
presuming that the way to achieve the public™= and 1ts cilents’
inteTes1S 15 to ©€nsure that 115 owWn heeds are fulfilled. This is

of course true of most official bureaucracies, from the American
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Depariment of Defense to the Soviet Committee of State Secutity,
and aof all peliticians.
The problem s that the interest of one agency of the govern-
ment can ard gften does confiict with the nterest of ancther
AE2NCY . Pparticularly in a government that has a verrically strtuc-

tured division of labotT (tatnuari-ggﬁsei. as the Japanese putr it)

and is as pervasive ag that of the Japanese Ccapitalist developmental
state.13 [n such a sysStem the prcatest threat To the Security of
a buregwcrar Ccomes from other bureaucrats. The core of any bureawn-—

cratic interest becomes the protection of ovme’'s separate jurisdic-

rion; and conflists of jurisdiction {nawabari arasci, orf “"ronflicts

p¥er roped-off areas®™) ate the most significant events in the lives
of state bureaucrats. The Tesulting comperition among bBureaucTrats
ma¥ be a Source of creativity and vitalizy or lea& Ta 1TTespoensibility
and policy failures. The burezucTeTic telecom wars glicited tngen-~
uity and hard work frem Japan's Tival agencies, hut Japao has alse
experienced S0me cases in which divided jurisdiction=s Ied io sub-
eptimal results or to ourlright failure (for example, the new Tokyo
Internariensl AirperT oT the atomic szhip 1-11.:1:511.1",'1114:l
Iin the telegom Wars, the Twe Main bBureauCTaLic actols Were
the Hinistry of Ianternational Trade and Industry [(MITI, Tzusho
SanETE—ShE} and Tthe Ministry of Pasts and Telecommunicatiocns (MPT,
Yasei-sho, iiterally, “Ministry of Postal affairs™ but since 1952,
when KETT hecome 2 public corporation ynder MET's jurisdiction,
efficially translaied 25 "HMinistry of Popeis and Telegommupicatians®™).
OTher agencies appeatved on The hattlefields a5 allies af ane or

the other side--the Ministry of Finance allicd wath HMITI apd the
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Agency of twltural Affairs of the Ministry of Edurcarionm allied
with MPT=-- bhut generally speaking MITI and MPT were the chief
Protdagonists and antagenists.

MITI Since the "Miracle™

HITI's headgquarters in Kasumigaseki, Tokrg, are located about
fifry feet from the main office building of MFT, on the same city
bieck, bhut the twe are anything but friendly neighbors. After
Korld War II., with the unification in 1%49 of indusztrizl develop-
ment ané trade adwinistration, MITI emerged as the governamental
spensoer and sSuparyisor of high-speed economic grewth. Given Japan's
ETOTEOUS Success as a4 highly industrialized natiom, MITI became what

the press likes to call an "ultra~-fimt-class bureaucracy” {cha—ichiryﬁ

kanchod, staffed with some of the finest minds and best managerial
talewr in the c&untry.lE MITI today¥Y 1as moere or less ih trhe zame
class as the Ministry of Fipnanee--in recent years it has atttacted
cven better talent from the universities than MOF-=- and it is= with-
vut gquestion wne of the raticn's Dost valuable institurtianal assets.
Bur MITI has a seripus problem. It is losing jurisdiction.
MITI"s histeric task of protesting apmd nurturing Japanese iondustries
Until they c¢ould compete in any martket in the world is over. Japan's
big businesses no longer need MITI. MoTreower, the sloweT grawWth
¢f the Japanese econgmy sinee the fiITrst oil ecrisis of 1972 haz meant
That HITI's usual methods—-home maTther preotectian, prefeTential
supply of capital, itmporTt of feoereifgnh Techoolopgy, “excesgive™ deomes-
Tic competition, cartellization accorfding To Mmarket sharte, and so
ftoerth--are ne louger apprapriate. For the dercade and a halfd since

the firgst oil sheck and Jepan s tealization that it could ride out
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the ¢T131s betteT than 1ts competiteors, MITI has Seen foTeed to
think abour ity future ral&,lﬁ Thiz iz an activity in whiech MITI
nas dcguired great exXperience and experrisa.

Fart gof MITI's effarts have gone into vefurbishing cld secroarsE--
for exXample, enaTgY policy and wmeagures for declining industries--
and tt comtinuwes to hene all 1ts traditienal skills such as admin-
istTative guicance, Qquasi-co¥eTt measures Lo nullify the efiects
aef publicly proclaimed “liberalizatons,® amfd industrizl targetiang.
Evel though poorly informed foreigners like to argue that adminis-
trative guidance., and even inEustrial policy itself., are zthings of
rhe past, MITI'sz interventianh during 1255 to prevent the import of
gasoline refiped abread by Licn's Petroleum {rthere are no laws
zgainst imperting Easoline) was ¢ne of the most blatant examples
of administrative guidanEE;l? Similarly, MITL's "temporacy"™ laus
for dealing with StTucturally Tecessed industries amd its subsidies
for medium and smaller industries are intended primarily to aoffset
markel cpenings, changes in e#xXchange rates, and other developments
that are digsadvantagegys to domestlie industries. MITI 13 ingeniwvus
on these fronts.

But this caAnet ge on forever, apng oven MITI spokesmen have
been ubambiguous in saying su.lg Even tf the Americans do not
crack dewn on Japan's huge #£xXport surplusses, the Chincse, Hareans.
and Southesst Asians certainly will. Loaokiang to the future, then,
MITI =ees5 twu main prosSpecis, Qne¢ oot ver¥ attTf@cTtive Uut the othoT
quite alluring. The unattrac¢tive option is That it might turn
irt=zelf into a ministry <f imports. This would requirte the ministTV¥

to lead the rcowvpiry ftrem an almoest totally supply-zide=oricnted
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economy te genuine demand stimulation. MITI could do thi= sitee
1t Tecognizes Tthat anti-Fapanese PIotectionism 1s probably the
major potential threat to Japan's ecopnomic well-being. Moreaver,
a5 has been the case many Times in the past, MITI understands
that a ¢risis for the economy=-=-the threat of protectigonism--is mnat

necessarily a ocrisis fegx HITI.IQ

In the past such crises 45 postwar
TECONSTLrCuction, trade.and ¢apital liberailization, and the oil shocks
merely gave HITI new leases on rife. Even s, becomilg 2 governmen-—
tal agent for lmporters would he 38 Ccomedown for MITI; anE such a
posture would male it wvulnerable to charges of betraying national
interests and of toadying rte feoreigners, & point 21l téo waell
understead at HPI‘EU

Thertefore, although HITY continues 1& toy with the idea of
becoming an agency of Eeynesiazn domestic demanﬂ-managEMEﬂt1 tt=
Teal thrust 1s toward the prometicon af the high~technolapgy indus-
tries of the futrture. What Americans rather lameivy call the “"post-

Industrial society” is identified moTe positively in Japan as the

Tinformatienized socicty” (Johe-kKa shakail. HITI theori=ts and

¢ther Japanpese futurelogists note The increesing discoennections
bretween meodern manufacturing anmd the supplies of raw materials or
labor. The raw materials of semiconduectors and ceramic engines are
wiztually woerthless in their natural state, and roboss 2L NOT just
replaciag pecple on The proguction line but they z2te often more
effgctive than people. Thus the soclety of the future may be
dependent p2t on supplincs of raw ma<terials® apd cheap laboer buor

on highly ecucated and skilled pewole wha package and SoMmunicate

- . 21 . . .
lnleormation- It Wwil] he 34 "5etwrice ecanemy"™ but not 1n The
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sense that services Wwill Teplace apticulture and manufacturing--
beth The primary and =scondary sectoTs w11l centinue o be of
ceatral importance bhut they will be largely adutemated anid tech-—
nolagy intensive. Tht key industTies for this future econaomy,
identified over and wver agaln ia Japanese Technical and populart
literature Will he telecommunications, new matertals, and bie-
tecnnalagy,zz In a2 world dowinated by these industries Japanm will
n%d langeT be & TeEsoUICeé-pooT, wvglnerable tTaditng-nation living by
i1s wits hul one g9f the world'"s best endowed cguntries. It i= on
the basis of this wision that MITI vice-miaister Kondaga has sought
re put his oinistry almost terally in charge of administering re-
zearch and development for high tEEhﬂOlﬂETiﬂdUStTiEE-zj
Hiiether 0T not this wisian ©f the future is wvalld, Teleceop-
muniications is already vone of the fastest gTowing industries oa
earch. Forecasts of demand feor telecommunications servieces are
virtually unlimited fer at least two genetations. In &Il of its
many foTms, including oifice automation, instantdnecus transmission
cf dara, apd tThe diagnosis of malfunctivns in human 2nd man-made
SYSTemE, {eleCcOdmmUhicatiens are pTobably the greatest Single soulce
of gaing in productivity at work today. MITI'z jurisdicticom glezrly
includes the ¢ompuler iadustry. The prablem is5, asz MITI men tike

to say, A cCcOmpUTer wlthowt softWaTre 13 only & box, and 4 computer

Wwith sofrtware iz =tili only a caRPUTer. BUt 4 computeT connected
Lo a telepheone circuit i1s zamethlag el=ze agaln: it is o Telecam=-

. . 24y r . :
muhiratiaons netwoTh, ™ Unfastunatiely for MTTII, teleccormunicatlions
Ccircuilts are cleatly withan MPT"s jurisdiption. In ©Tder for MITT

1c uUsheT in What i1 has identified as its "thivd polden age™ [(The
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fitst was the peavy and chemiczi indusrrializatien of the 1950s
and 19%60sx, followed by the global victories im intermatisonal trade
af the late 1%60s5 and 1%7CGs5])], it must overceme its rTival and brineg
telecommuntcations uwnder its jurisdietion. Given MITI's history,

talentz, aad high esprit de corps, thisz should not have besnm too

difficult a task. MITI may, however, have underestimated its rival.
One of America's most sezsoned analystas of Japanese politics,

Fukui Harvuhiro, Tecoarly expressed Surprise at an anoomaly tThat

turned up in his data. ¥hile statisrtically analyzing The careers

of Japan'z Top pelitical leaders, he gconfirmed that mpast of them

had zetrved as MITI, MOF, and foreign minister, pius chief cabinet

secretary, Before becowing prime mirister. The anomaly was that hkis

data alse showed that the third moest comaoen careeT STep ta sSudCene

political power was service as minister of Posts and Telecommuni-

:atinns.23 Abgut the same time that Fuknl was pondeTring =his puzzle,

Minouwa doboTu, & member of thelnuerlhouse of the Dier from the

Hokkaido First district, stalwart of the Tanaka factian of the

Tuling Liberal DemecTatic Party (LIP}, and rtecently Ttetired as

the last Fostal minister in the Sururi cabinet, was saying ian a

speech I¢ his Hokkaids conmstituents, "Beinpg Postal minister is pare

¢f the mandatory ecourse to the prime ministership. There iz ne need

to mention it, butrt 1, of cowrse . . . {cough,. cﬁugh]L"ZE
For the el:ite burenawcrtats of MITI and MOF, to the exTeni That

they think at a:]l abegut 1z, MPFT has Leeno considered a “ithird-rato

DUsiness BUuTeiucTacy™ L{saaryur neo ﬂennza kanchol, utterly distinet

from thelir own “poelicy ministries™ (seisaku kanchol, Wnat ther

eveTlook 15 that MPT always has becon and still is a political
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PoWerhouse . As the balance pf power hetween buTreaucrats and poli-
Ticlans Began to shift during and after the Tanaka erg and as MPT
bureaucTatls began o imagine themselwves recaptuTing some of the
glorty of theitr PTewar stromghold, the olcd Hinistry of Commbunica-
tions (Tuishin-sho), MITI began to discover that it had taken ob

4 TigerT-

The HistoCy af MPT

It is impattant To Tecall that, ion the wake of the Meiji
Restgration of 1868, Japan's sy=Eten of minisrries and agencies
came intg being well before its politiczl parties, comnstiturian,
QF parliament. DHiffaring from the Fnited States, These MinistTies
Wwere pol created to be "civil sercvants,” Oor to provide regunlatien
of private concerns, or ta supply jobs for party levalists, but
vather to guide Japan's Tapid forced Jdevelopment in grder to fore-
&tal]l imncipient coloniratien Ly Western lmperialists. Japan's
mintstries were task-orvlented mobilization and development agencies,
and their critericon of Succegs Was adwancing the wealth and power of
Japan, 25 diztinct from any particular egvoup of Japanese. It is
becguse 0f the ministrTies' Somerimes opveTlaDpping jurisdictions, the
burcaucratic cospetition among them, aond their tTendency to belieswve
that the publie can siaply be manipulated fraom abowve, that Japanese
Political scientists az=ve invanted the concept "vwertjicdl admiglstratjion.-”

In the 13205 the Meiji oligacchs created the ameestars of MITI
anc MPT. Io 1881 they set up the Hinistry of Agriculivre and Com-
metce, @ne of MIT:I's predecessets, to adminigsrter aprieulture, com-
meree, and fthe sosfal serTvice. Four vyears later tThey rearganized

the whoele govepnment into The ecabinet system that has lasted To this
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day. As part of That Teorganizration the leaders of the Resgtoraticn
created the Ministty of Lfeommunicaticns and coined the term teishin
for 3t. The title of the Teishin-she is made up of tel from gkitei,
the feudal werd far postal servige, Signifying the transfer of the
servipe from Agricolture and Commerce to the new ministry, and shin,
fTom denshin, weaning telegtaph. fThe Winistry of Cowmmunmications
was destined to become one of Japan's superministries of develop-
ment; during the 19305 it alsa became a cogckpit of wvltranationalicsm
and militartism, on® of the reasgns Tthat after Tthe war the A41licd
Occupation wanrted 1t broken up.

From its beginning the MinistryF ©¢f Communicartions coptroelled
mail, the telegraph, maritime =hipping,., and lighthouses. In 18531
it added T¢lephones and elecirig poWer EeRerdtlion 54 1US purwvad,
For exactly a century, from 1885 to 1725, the goverpment suppliecd
and monopeolized all Japanese teiecommunications. Tn 19%2 the minis-
tTy alse Tock chaTge of develeping 2nd administeTing the Tatlzroads,
and im 120% it was given superv¥isign of hydroelectric pawer genecra-
tion. Imn L9166 the minisrry addee postal life insurance; in 1925
ivil aviation apnd the airerafs industry; and in 192% the pastal
annutty sz¥ystem. An attempt tediy to put the Ministry of Communica-
tions back together Wowld invelve merging MPT, WTT, the Mipjiatry af
Transperiation, the Japaoese Yatiaonal Failwars. Japan Aitr Lines,
MITI"s Maturzl EKesourcres and Energy Agency, and trenationalizing
The eleclric poWer londustry. That wbviously 14 nmet going to happen,
but ambitiewy MPT buresucrats still like zao speak aof “t1he rewival

of the great MinistTy of Communicatieons" {Dzi-Teizhin-sho no fukkalsu)

a . - . .
as one ¢f their godls. ! Whhat they mean hy this is not the literal
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recteation of The preawar ministoy buTrT the promeotieon of 1is granmd-
child, MEFT, to the status of a "policy agency.™ on The same level
as MITI ape MOF in the Yasumigasekl pecking arder.

The dismemberment of the Communiications Minitstrcy actually
began during World War II and was completsd by the occupation, burt
this "ancient™ history is still rtelevant to the MITI-MPT tivaley
forty years later. Buring the war the Mintstry of Hunitionms, in
MITI"s lipneage, obtained jurisdiction over electriec poWer and the
avigtion industry, sectors that ATE %till securely in MITI's balli-
vigk. During the war Communicatiens also leost all concrol over
transportation, the railroads having been taken awafy ¥ears earlier
and pur into a separate Miaoistry of Railroads. The gctupatian cop-
tinued This arrangement except that it created a new MinistTty of
Transportation To Tegulate the industry and spurn off the Eovernment-
oWned Tailredd lines into a4 publlice corperaticn, The lapanese National
Eaxiluays.

On June L, 1%4%, at the height of Ganeral MacArthur's new
policy of tTyimg te get Japan back on 1ts feet economically, the
Japanese go¥eTnmént in ocohsultaticn with 3CAF abwowlished the Ministry
of Communications and replaped it with twe pey ministries: the
Ministty of Pestal Affairs (Yusei-she), in chacge of the mail and
pestel savings systems, and the Ministry of Telercmmunications
(Denki Tsﬁsnin—sha}, in charge of rebuilding the TelefTaph and
telepnone s¥sTems. Three years later, just 23 The octupalion was
coming to amt end, the Ministry of Telecommunications was TTansformed
inta 4 ¥helly governmenT-ownaed public covrpoeration, HIT. under the

supervision of the Ministry of PFostal Affairs. The medel far HTT
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was the Japanese Kational Rallways [(JHR) except that FIT was an
absolute governmenT mongpoly vhereaszs the JHR was zlloewed privately-
owned rivals. Over time this difference turned the JAR into the
grcatest spource of red ink iw the Japanestc budget, whereas HTT has
alWways remained profitable.

From 1952 to 12E3 MPT and HIY maintained a2 very peeculiar tela-
tionship vwith each other. HFT, wvith 310,000 employees, was the
largest agency of thecestral government, but wirttually all of its
stalf were puastal workers. ITts officials were Teally¥ The @anageTs
of & large delivery and banking business {(the mail service, postal
savings, and postal life insutance). HNTT, by centrast, although
naminally supervised by MPT, auvtwnally gutclassed it, When the
Commuaicrations Hinistry had been divided im 1949, vwiTtuzlly all
thet engineers and other kRighly trtalined tﬂﬁhnici;ns had gone to the
Telecomfunicatio®Ns Ministry and, in 1%52, te KIT. HBET's super-
visien of NTT was therefore nominal, amounting Te only two officials
in the ministry’'s secrerarizt, one of whol was a technical expert
detailed to MPT from NTT. HPT's real role was as 1ialson betweel
FTT and the Diet, which had the legal poXer to approv¥e the HTT
budgetr and relephone rates.

Burting these publiz corpertation years, HIT perpetuated and
gtTengthencd the relationships that the Communications MinistTty
had eztablished duzting the 19205 with preferTred suppliets of
eguipmepnt. HWTT did research in it= labeTatovies, set Spocifications
for wkhkart it wapiecd to Ley, and Bought all of 1ts ecpulpment Ertom a
grodf of ciwilidaw farms that ceme To be hknown as tThe "RTT Famiiy-"

Until the late 12705 NIT wat precccupied with rebuilcing the teisz-
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phone system (Jzpan test over balf 2 million phenes due to war
damage ; in Tekyo alane the drop from prewar days was frowm 200,030
to F8,0002. The corporation bought e#verythiag it needed from
demestic vompanies; and internetional compeliflivo ne¥ET crossed
its mind.

BTT*s four largest suppliers were (1) HEC CorpeTatien {NiRpon
Electrie), founded in 189%, 4 membhex of the Sumitomo faibatsu, and
Japan’'s first joinit-venture ctompany fwith Westernm Electrick; £23
Fujitsu, established in 1915, derived from the Furukawa ElectTice
Company of 1394, and allied with th2 Slemens Company of Cermany;
{3) Oki Electric, established in F917 2nd azsociated for purposes
of technology-transfer with British General Elecrroic and 4}
Hitachi, Ltd., founded in 1910, and iodependear of faTeign conlhec-—
tions. These firms mainrtained The mast intimate personal, technical,
Tesearch, and finencial relationships vith NTT_. Upntil 1931, Wher
the farmer president of Keidanren, Deke Teshic, sent his protégé.
Dr. Shinta Hisashi, te RTT as president in order to¢ reform it. The
leaders of HTT werTe invariably burfaucracts from the o0ld Commubica-
tions Ministry with c¢lose ties to the “family™ [sce Table {dnel].
Berause of HTT's rlont in the zaikai {the worid of big business),
it tenmded to Tegard MPT as mercly its "XKasumigaseki branch gffice”

{Dender. Kosha no Fasumipaseki shut:hajﬂj. Pernaps more descriprive

of their actual relatiooship, howeveT, since MPT was 5tiill the lagal
supericr., was the cuip that MPT was a gukei {foelizh elder brother)
: cme . 2B

compared Witk WTT's kentel fclever youngeT bBTatheT).

Evan itheoupn KTT wWzszs repacded &5 9nly a “"Thlrd-rete Lusintss

buregucraevy™--ta this day its staffers rtefel Zo 1t a3 "Gur cempany”
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Table 0One
FRESIDENES OF WIFPGN TELEGRAFH AFD TELEFHONE PUBLIC GCORPORATION
({DENDEN EOSHA), 1552-1538%5
1} 1952-1954

Kajft Takeshi 1287-1976. Grad. Todai, Dr. Eneineering, 19:2.
Communicatians Ministry, 1912-1935. Fresident
2f HEC and a directar of Sumitemo until purged
by the ocecupatign. On denurge, again president
of HEC wntil assuming pTresidency of NIT. TFost-
war recreator of the NIT "family" system.
Father-in-law of Okira 5aburo, special zepre-
sentative for rtrade negotiations, iRcludine
WIT, in the 53uwzuki cabinet.

23 1958 -19E£5

Ohashi Fachirae 1BBS-1968. Grad. Todal, peliriczl seisnce, 1910
Communications Minisrry, 1910-1923& (vice minis-
LeT). Wartime president of Japarn Hroadecasting
Company (NHK). Chairman of NTT Managewent Com=-
mittee until assuming presidenecy.

3 1865-1937

Yoonerawa Shigetu b. 1911. Grad. Indai, Engineerins, 1933.
Communications Mipnistry, L933-1549. 15857-1977,
HTT. Fersenal friend of Frime Minister Sato.

4 19Fr-11941

Awikusa Tokuji . 1509, Grad., Tokyo Commercial Universizy,
1934, 18%34-1%8), prevwar FLokuszai Denshin Benwa
{EDD, Internatienal Telegraph and Telephonel,
with service in Southeast Asia; 1¢ the Comnmu-
nications Ministcy; to HTT. Appuwinted NWTT
president by FPrime Minister Fukuda; both come
frost the 3dme town ip Gunme prefecture.

5} Ll%B1-1985

Shinte Hisashi B, 1910, irad., Kyushu iInjversity., Ic. of
Marine Engineering, 1%24. 1934, jeined HaTima
EhipvaTd as bhead of rechnical departmapt;
1966, directoer, Toshiba Elegtrac; 1%72, presi-
dent, I[shikavwojima Harima Heavy Industrics.
Autkor of cngineering books. Reclipient at
meny aWards froem MinistTy ol Transportatiaon
for buildiog supertankatrs.
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TaTher than as SuT maolstry"——palliticians have always liked 1t.
This was ecerTtainly trtue of the preuwar Hinistry of Communications,
But even after the war poliricians found it usefwl to serTve as pastal
minister. Among the postwar peliticians whe ocoupled the post early
in their wareers, whesn it is most valuable, are factioen leaders {all

bul one are alsc forfmer prime ministers) Miki Takeo {(1947-48%, Sato

Eisaku (1951-52), Tanaka Yakuei (1957-58), Suzuki Zenko {19603, and

Lomate Toshio (196B-70). The poestal ministry is ztrtrastive To poli-
ticians for three Teasons: it daireatly econtrfols a larTge number of
votes; each yFear it places large orders for equipment {uniforns,

bicycles, and so forthl; and it Tuns what is today the world's
largest financial institurtion, the pozcal zavings system,. which is
popular Witk the public because it pays higher Tates of interest
than the banks. T shall delay discussing the lﬁst I3 LEASOHS
uniil we turm to the telecom wars directly, simeme they both fipure
impartantly ia those wars. Bur the first teason TequiTres some
explanation, since if is not too well known even to the Japanose
public.

When Teferring te the bedrock om which an LDF Dict member's

continued political exiszstence depends, party offiecials ofrten use

the slogan gunsn, nittobi, kvoekuche-san. Gunoa means the Gudajin
Onkyu Renmei (¥eterans™ Pension Leaguce); nitrtobi is Che Nihon
Tubishoku Rempo (the Japen Construcrtion Woerkers® Unicmy; and

kyakucho-gsanr 15 a1 pelite reference toc the Tokute:l Yuobinkvokucho

¥ai {the Assariatiaen of Special Pnatmagtet5).aﬂ It is the lattes
That concerns us heTe. Therte ate io Japan abaur 23,000 past
offices. 0f these some 17,980 (1o 198683 are "speclal post offices, ™

mezning that they atre local, family-owned, rural post offices,
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wsually Wwith no mere than twe or Three amployees. Back in the
Meiji era, when the system was oeing 5et up, notable loczsl families
received Franchizes from the government to conduct mail and postal
savings business: and these tranchises are ofren passed on fraom
tone gemeratleon to anﬁther,3l MPFLT pays these private postmwasters

A commissigll on their zales aof stamps and a bounty on thelir azvings
ACCOURLS QVET 4 certain amoumnt. The Special Pozt O0ffices bring the
natienwide postal savings system Lo Temste areas, and 4re both a
cause and an effect of there heing comparatively few branch banks
in rural Japan.

These franchised postmasters consTtirtute a powerful peolitical
intergst ETOWD, pTrTimarily deveoted to keeping the postal savings
system out ©f the hands of the Ministry of Finance, Their main
teol of Influence 13 mobiliraticon of the Tural {ute. 0n the basis
of 400 post wifices per constituency amd 200 votes per post office,
Horne calculates that postmasters Control saome 20,000 vores pear
district. That may overstate the tase somewhat, but all commentators
agTes that toe be named chairman ©f the party's Communications
Section (Tsuszhin Bukail, a bedy to which we shall rturn presently,
is virtuwally to be guaranteed reelection &nd thartr the postmasters’
help is5 critical for candidartes froam weak factiaua.jz All of tThis
means that MFT has many friends im political 1lite who aTe guick Lo
come to its #id when it needs a favor.

MET"s Higpo in Status=s

MTT's =Ti&tus as a2 “"foolish eldet bBrather,” eyvep 2 beloweod by
pa-iticiansg, bDegan to change an the ecatvly %505 for a servies of

intertelated reasons. Firer wayg the KEDD seandaxl of 19749, rono oT

a
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Kokusai Deashin Denwa Company (Intermartipgnal Telepgraph anc Teia-
phone), is the ¢versens eguivalent of NTIT. It was et wup in 1952,

a ¥ear d4fiter NTT, and is also 3 whelly gevernment-suned publice
cotpuration under MFT's jurisdiction. It is much smalletr than NTT
{c. 6,000 employees compared o FIT7s BdD,UDD plusl, sioce virtrually
all ir does is to staff overseas offices and supply intermarticnal
ocperatoss for NTT's circwits.,

In Ovtober 127%, two KDD emplorFecs were azrested at Narita
dirperr While attemPrting to smuggle Some ¥I0 millien worth of jewelry
and grther luxury itéms inta tEE Countrty without paying cusioms duties.
The ensuing investigation Tevealed that for at least four waars they
and other KDD emplo¥ees bad beenl smufEflinE ¥aluable goods intg the
country for KEDD president Itane Manabu. Itano 1a turn passed out
these items as corporate gilfts to EDD board members, clienis in
toutheast Asiz, MPT minisTer Shirahama MNikiechi [Ehira cabinet, 197&8-
B0}, and politicians af the LOP's postal cauvcus. During the Die:
investigatieon of the affaic, Yoryiwa Moriya, chief segtvctary of MPT
who was latFr vice @minister duting the telecom wars, became well-
known in political circles because ht was frequently called to
testify. He 3lsc hevame Known te whe press az "endless tape”
because 0©f L1s numerous, noncommital ansuers.jj

Patodoxically, the KIDD case gontributed 1o an upkrading of
MPT s status because it alevred the politiczl werld Te the dargerT
¢f ecorcuption in oerganizations such a5 DD and NTT. It also Taised
NUOETOWS JUestions aRout The ex¥cessive ndeaendence of the public
coroevtatiens, theidr poor flosanciogl zecountability, apd the lagk

of effective supervision 2¥Y the mznjistries, which uze Them a3
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amakudari ("descent frem hezven"™) landing spets for recently retiTed
SYureaucrats. Saeme politiclians concluded that MPT had ta be Taised

in status and given moere pelicy responRsibilities in arder to casure
toat pothing like the EDD case would recur. Isn subsequent years

MITI would use the ¥DO case as owidence that MPT was too paliricat
and could not he trusted with za delicidté and cecraption~fraught a
task as selling off the shares of the GTivatirzred l!~1T‘I.‘.3":l MET"s ansueT
at the time of the EOD case and later ¥was that im ordeT for it betrteT
to zupervise subordipate agemcies it needed more clout-

Another teason for the change in MPT's status was KIT's dnvalwve-
ment Quring 1978-80 in bitter trade friction with the Un:ited States.
The izsve wWas Wwhether ¢r not HIT's purlchases of telecommunications
eguipment [(WworTthower 23 billien per annum) ware to bhe included in
the fibeTralization of goavernmental procurements thac Japan had
agreed t¢ in the so-nalled Tokyo Round of multilateral trace nepga-
tiatiens. The Amerigans did net target NTT from the start. All
they asked wax that Japan open up to internmaticenal trade a share
of its aandal governmenta)l purchaszes thaet Was morTe or l€55 eguivalent
to the share of AmeTrican and Western EVLopean public PTOCUT2£2ments an
which Japanese firms were free to hid-. Whatever Japan's policy on
this i&sue might bave been, ¥TT quickly bungled the public relations
ASpEETE . After HIT president Akikusa was gueoted to the effect that
“the pnly thing ETT would buy from the United Srates; was mods anc
buckets,” many in the Japanese governMient recagnized that HIT's
gngineeTs and "tamily" members cownid 0ot be trusted with ianTerna<icnal
negatiaticns. > MPT 53id that it cguwld handle the malter Letter,

but it hecded nmew policy-mawxing powors.
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The thirtd rteason foT the improvement in MPT's ststus Was Lhe
lavching during 1981 of the Second Provisional Commission for Ad-
minisrrative Reform (Rirji Gyosei Chesa Kai, aboreviated Biamehel,
The first such commission had existed during the 19&60%, but fr had
failed btoth t9 =tem the growth of movernment and ©v9 make it mote
cfficient. By 137080 there wWere many reasons Lo tT¥ again. The
Japanese National Railways were well on theit way toward bankrupting
the Japanese government if they weTe not reformed. The growing
number of public corTporations and other forwms of "spectial legal
entizy™ as retiTement havens [or bureaucrats had becemMe Unpopular
with tThe public and had to de bBrought under contrtol. aad eotrupticn
cisas, net just the one at EPD hut Iin other agencies sugch as the
BEzilrtoad Coasttuctien Puablie Carporation, bad weakened the LDP at
the polls. More imporTrant, hawevér, Was povernmental indebredness.
Buring fiscal yeat 19830 the government issued bondsz equivalent to
US%83 billion, which far exceeded governmental deficits that year
foTr 2ay otheT adaparable conntry. Begause nf strong public fesis-
taftee ta tax 1lnereases, caused at least in part by the corruptian
scandals of 1979, the Japanese government wis financiang a third af
its general account expenditures by bend issues and was foreed =zo
devote sgme 12 percent of the budget to debt Ecrvice,jﬁ

Fincho was created To deal With %hat onc expert member of the
cammission called The "failure of gﬂvernment,“j? It existec betuwsern
Mareh 1981 and Marech 1982 as the FeL pTojecl of prime ministaTs
Suzuki and Kakasane, who had enticad the mast ¢istipgwished Susinfse-—
man in The country, Doko Toshico, tecenrly Ttetived president af Wel-

dabren, te head it. 0One of the things the Binchoe comMisslon Was
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determined to zchieve was to goet The goverament out of the taillroad
and ielephane business by "privatizing” the JHR and HTT. As we shall
seg, it succeeded with KIT, at least on paper, but it Ttequired 3;
majocr filght. WHhatever tts effects 0 governmental "reform,"™ however,
Rinche had major unintended consequences for MPT. If the nation
Tedaliy inrtended to privatize WTT, then MFT would peed new legail
powers to Tegdlate it and any ather firms that might #nter the tele-
communicazions businesy in pompetlition with it. Because of Rincha,
some farsighted bureauccrats at HFT began To eavision 2 vast expansion
of the mimistry's jurisdiction and the real possibility of beceomioag
a "policy agiéncy.”

Mranwhile, the winds of schange began to blew in the summer of
19803, MPT minister Yamanouchi IchirE, agcting on the phcouTagement
gf his bureaugrTats, proposed o the cabinet thar the wold two=man
HTT supervisary office in the MPT secrTerTariat be expanded and wp-
ETaded te a mew “"ComMunications Policy Burteau™ {Tsushin Scisaku
Evoruy. The MITI aainister, Tanakda Pokusuke {(no rTelatien to Tagaka
Fakuei}, one O The patty's most powerful politiciamns, immediately
objected. atcarding to Tanaka, the idea was crazy. “Policy™ was
MITI's business,., and it uWzs unseenly to have a "policy bureau™ in
a ministry Iike MPT. Perhaps becawuse Yamancuchi and Tanaka are
both members of the Suzuki fTacrtion, *rime Hinjister Syzuki had tao
step in Ta =zettle Toe matter. Fe decided in favar aof HMFT. The
neWw Communications Policy Bureay VWas charged with policy &nd super-
¥ision of legislation concernipg oo media, piamning tes the Tacvancec
infotmation =ocicty,” cesearech and doevelopment for telecommunicaiions,
space communigations, and internatliondal Cechnical exchange and ca-

Gperaticon. Being chief of This burean immedizately became an indis-
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pensable step for a pestal bureaunetrat on the read to the vice
ministership (the highest nonpolitical post in a ministry}.JB
Four years later, on July 5, 1984, in tha midst of the telecon

warsg, MPT undertweli & much more Tadical reorganizatien. It agquirted
three "policy buredus,”™ in additioen Te the three old pastal "busi-
nexs" buTeaus. The new strycture, designed as much for warfare wirth
MITL 25 for telecommunications adminiscration, is as fallows:

HinistaT

Yice Minister

tecTetariart

Postal Affairs Burezn (Yumu Eyoku)

Postal Savings Bureauw {Chokin Kyokul

Post Office Life Insurance ¥ureau {(Ean'i Hoken EKEyoku}

Compunicatiens Policyry Bbureaaw {tsushin Seisaku Kroku)

Telecombuntcations Bureau (Denki Tsdshin Evolu)

Broadeast Administration Burcau (Hose Gyosei Kyoku)
The nmewr Telecommunications Bureauy 1s responsible for the “promotion
of the telecommunications inpdustry™ and supervision of KTT, KDD, and
newWw €nfiries into the bucsinesgsz, While the BRreadrea=zt Admpilipistrailion
BuTedu, the onty bureau in MPT headed by & technical official (gikan),
supeT¥ises the Japan Broadcasting Company (Nippon Hosa Kyokai, NHKD.
a publia coerporaltion set up in 1930, on the basi= of this new otr-
ganizatian, the then HPT wice Minister, MaTlizZuml Avipobu, =aid ar
a press conferenct otv August 21, 1984, that HPT's officials had
joined the tvanks of "truiy clite offigialdem,”™ and he expressod
MPT's "determinacian ta take The leadership in Japan's lelecammuni-

ndd

cartians industry far the advanced informalion soclety. [See
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table two foTf the political and administrative leadership of HET
and MITI during the telecom wars..

Facing this parvenu postal bureaucracy was one of the great
arpanizasions 2% the Japancse developmental state. dn the surface
af it, MPT was hardly a matech fer HMITI"s Secretariat, Seven bureaus
{inciuding the fameus "Industriasl Foliey Bureau.™ the StTategy center
for Japan's tise to industrial preeminence}. anfl four Semi-independent
agencies: the Hatural Rescurtces and Energy Agency. the Fatentr Agency,
the HMedium and Smaller Enterprises Ageacy, and the apency for Tndusz-
triegl Science and Technolegy.-. Bwt MITI has many respensibilities,
and tts attentiicn 1s spread ower 4 VAST Tertain. Conczretely, HITI
faced MFT not Wwith twelve divisions but with omly four battalians.ﬁ
These are the four electronics and infermatiion sectigns {ka) in
the Mzehinezy and [nformartien Industries Bureau.

These sections are unquestionably part of the MITI elite, arnd
they are ba<ked up by the Induserial Folicy Bureau and the Ageacy
tor Industrial Science gnd Technoleogy. Moreover, The caresar paths
of recent MITI vice minizters always include zervice asz deputy
ditecror of Tthe Hachinery and Infevmaticon Industrie=z Zurteau. But
fegur searions was 5till a small force to PUT io the field against
MPT. The fouTr S5ecTions were: 1) the Eleciteonies Policy Section,
in charge of all legislation and legislative proposals for the
micToclestronics and informatien tndustries: 2Y the Data Procesziag
Preomotion Section, in eharge ot all aspeezs of sofiwaTe, includiog
itts development, distribution, and protectien; 3) the Electranics
2nd Flectrical Machinerr Secticn, it chatge of nordwaTfe. incluyding

computers, semicandugtors, apd tel#commuaicatisns equipment; anc
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THE LEADERSHIF OF MITI AND MFT DURING THE TELECOM WARS
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MITI MinisnerTs

MFT Minizters

First Hakasone Cabinet, I1/ /27 fB2--12/26/7/E3

11f2zFfe2--5/10/83

Yamanaksa Sadanori

(Nakasone factiono, former FARC
chairman, fimancial experTt)

Gf10fB3~--12 26783

Uno Sosuke

{Hakasane factigen, farmer parlia-
meraTATY vice minister of MITI)

Second Fakasone Cabinet,

Gkenoegl Hikosabure
(Fakasonse fagtion.
Party Executive Council)

member of

Third Kakasecne Cabinet,
FMurata Keijir5

{ Fukuda fzction, former offigial
oaf the Ministry of Home affairs)

Foursh Hakasone Cabinet,

1228785~

Hatanabe Michio
[Hakasome factian, former ministerw
of agriculture and owf finanece)

Higaki Tokutaxro

{Hakasone faction, forcmer

vice minister of agriculture)

T2726fB2-=-10f31 84

Okuda Keiwa
{Tanaka farTion)

14/91/84--12428[85

Sate Meguma

(Tanaki faction, [ormerT
official of MPT, and member
of the Fopstal cavcus)

5ato Bunsel
fHakasore faction)

MITL Vice Minlsters

October 1?8Z——0Dctrtobhet 19854

Sugiyame Kazuo

(b. 4727, Todai Law, Entered MITI
1952.} Dapury diractor of Hachi-
nery and Iaoformation Industtics
Bureau, twow ehief of Secretariat,
ta chief of Indussirtial Feolicgy

Bureau, to wice wministerc.

Jcerobher 1984--

Lonagpa Keiilchi

fb. 12/30. Okayama Universizy.
Entered KITI 1953.} 5Same cateeT
paTth a=s Sugivama, except personal
seereratry ra former prime minister
Tapmaka .

MPT Viee HMinisters

July 1382-—-Aupust 1l¥54

Horizumi Arinobu

fb. B/z&4. Todai Econamics.
Entered MPT 1951.7 GChief af
FPersommel Bureau, to chief aof
4dccpunting Bureau, te chies
af Poztal Affairs Burcaw., T

chief af Communications Falicy
Bureaw, To vigep minisTer,
August 17RG=-

Koyama Moeriyd

. F30. Todai Law, Latored
MPT 1553.) thief{ of rFostal

Life Jpsurance hureau, To
chief of Commuanirations Pollicy
Eureau, *to chicf aof Telucom-
munications HDureqw o
minjszer,

vice
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43 the Informatiovn Maznagement 3vstcos Development Section, newly
created in July 1%&4 and chargoed Wwith combining bardware and seft-
Wware into systems, including regicomal rtelecommunicaticons iafrastrtue-
ture and the doevelopment of data bascs.ﬂl

These foreces--three new atd Tthree opld buteaws on the MPT side
versus feur secTfions oo the MITI side, with each array led by a
politician winister and an actual commander—-in-chief wice mipister--
Wer« the ma:n antzgoenisztsz io the telecom wirs. Eutr they did neot
have the field ta themsclves. According to some analysts MITT and
MFT werte mere puppets for lmpertant polirticail inmterests wWlthin the
perpertually in power Literal DemacTatic Farrty. Others STTeS5 That
the politicians uwere really only “theering squads" (cendan) for
The bureaucratie armies. 3tili others think thq: the invelveament
0f polizticians in bureauwcratic turf struggles is 1ike having contrel
of the zhies over a bartrlefield: gosd air gever for gne’'s Troaps
iz indi=pemsable, but it 5till ¢an never Teplace the hatd ground
[ighTing nmeces5%4TyY o selize terrain.£|2 A% this diversity of opinjon
5¥gEesTs, the acttual rele of politicians in Japatese pelicymaking
is ambigupus, complex, and changing- There is ne¢ queszTtionm, however,
but that the invelvement of peliticians is growing inm imporrance
and that in the telecom warz their inTteTrventions were often decisive,

The Fartr in Folicy-making

"Wherte a4 decade ago,” writes The Ecopnoemiszt of Londosn, "Dureduw-

crats Tan Japan and politicizns stepped oul of their Wiy, now polli-
ticians are playing a =iteadily bigger teole. This is happeniap at
&3

mipisterial Iewvel a3 well as in parliamenc.” T neliewe this

feneraligstien is trtue, YuT There aTe &t least threco Taveats that
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must he entered even before we can begin to discuss it. Fir=t,
the Japanese s5¥Ystem 13z structured 52 &5 inevitably ta overstate
the power and iunflwence af the ruling party. The Tuling party's
attual role (ﬂg&gg, as the Japanese sxy) iz alwars les5s than irs
pretended role {EEEEEEEJJ but that 1= af course not $9 aArgue That
it has @mo role at all.

Second, some of thée mosT important policies in Japan are made
through cabinet and ministerial ordinances, noet throulfh DHigt-anzcted
legislartion; and the ministries s5till have virtually ¢omplete can-
tTtol over the ordinance power. For example, fmplementation &I the
Teleoommunigations Business Law of 1884, a subject to Hhich we shall
Terturn, required scme seven cabineT orders and 67 minlaterizl ordeTs;
and many zubstantive matrters were 1left for decision to the Teleeom-
munication=s Deliberation Caungil. appointed by HET and witheux
political ¢eor, for that matter, Toreigon business) mﬁmbera.aﬂ 5imi-
lactly,; the extensive licensing. @PRY¥oeving, and rTegistering auvthority
of the ministries--which can raise formidable nop=-tariff-bavriers
to trade if 2 ministry so intends--has declined slightiy fram the
high-speed=-growth era but itz still very powerful. Thivd, it is
tTue that polititcians are playing a Yigger rwle, but the critiral
question for an outsider whoe wants o influence politics 12 Whaich
politigians, and in which organizations. The toale of The 2rioa
minister, for example, ar of the Opposition partics, 1= either
unchanged or decliaing in impoarTtance since the eaTly 1970s=.

Formally speasing, the Dier (Kokxal, the asscembly ot elacted
ropresentatives of the pesple) i=2 the "highest organ wf STATE pOWET

and shall Be the sole lav-making o-epan of The stzte" (ConmstituTtion
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of Japan, att. 4ll. The Diet, hovwewver, has never played a1 de=-
cisive role in policy-making- Legislation 13 delibetated and
the influence ¢f con=tituents and interest groups brought ta hear
in aTtganizatlions outsice the Dier; even the Diet's standing cem-
@ittees are not 45 important as the committees of the Literal
DemacTATie Farty in the actual shaping af laws. The Diet's most
subsrtantive real poder is its ability, of ©ccisiocn, to hlock
pzssage af legislavioen. The length of the Japancse Diet sessign
is unusually sheTt compated to legislative ses5s5iens in other
advanced democracies, apd the number gfbours and days devoted
to deliberation 15 correspondingly short. This means that the
aprosition parcies canm delay or thwart passage ¢f government bills
siEPlY by bovcotting the proceedings.

Therte are many rCeasons TOT sﬁbstantive Diet wWweakness, inciuding
The prewar histervy of Imperial! absolutism, the lagk of sTtaff support
(each Dier member has anly twa staff assistants, cpne of whom 1s
commenly a reiativey, and the intriosic suthovity of the bureaugTacy
a2 a merTitocracy of Talent. But Ly far The most important TeRs0N
that nothing veTy lnportant €ever gcoewurs mo the floer of the Diet
15 the existence 0f the Ljiberal Democratic Fartty. Ever since its
creation in 1%¥55, the LIF has= been continucusly in pewer in both
houses of the Dier. Satg and Matsurzak: tite three reasons for its
unuEuaily lomg Teign: 1} the party has successfully absorbed
vaTlous inteTesT groups as Japanese society has chansed and dawvel-
aped; 2) the paviy is beipEg contiguously Teinvipgaorated by ficrce
interonal gompefition gmeng its factionsi  aad 32 the LDT appeases

the ©ppositien warties inp order 1o mainTtain the pretense of a
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multi=party parliamentary system.as Since the LBP iz alwvavs in
poder, comtribotians aof pelitigiansg to poelicry-making must ga on
within i1t if theFry arte t0 oCccur av alil,

For I3 of the party's first i7? vyears of existence {1987-1972).
its president (and therefore prime minister of the country) was a
s2niarf ex—bureaucrat. Firvst came Kishi, a former vice minister of
tommerce and industty (MHITI's immediace predecesser); then Ikeda,
a former vige minister of finanaoe; and then SatE, a former vicsa
miniszter of transpartation. During this peried the patty relgned,
bBut the bureavcracy actually ruled, both directly and through the
iarge pumber of sSenier bureaucrats who on retirement from public
service were elected To the Diet as members of the LDF. During
the 12505 Thirty percent of all Di¢l members were =tTill ex-bureau-
crats, but 2t is the 1957-7T2 periad that is mest acgurately charac-
Terized as gne in Yhieh peliticians "stepped out of the <Savr™ of
Sutreaucrats getiing the nation's public business dane.

The party instead concentrated om pelitics. Shortly aftrer
tts creation, the LDF splir inte four or five internal "factiens,"
which aTe acTually minipartiss that gompete and combine witk each
ather in eorder temporaTrily to dominate the LDF itself. These
faotioens are not primarily ideclogical groupings but alliances
amgni Diet meombers To advanece theit oWR interests Withio The parsy.
The E22l of a factiow is, minimally, politicral self-preservaticn
{i.e¢., re-election} and, maximally, t¢ name The prime minister.
whao in tuTn haz the powert T¢ ofdce fhe members of his ca9inet and
the top party executive positiovns.

Thearists of democratic gevernment in Japan have been highly
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c¢ritical of the parry"s factionalism, but it actually porforms
several ilmpertant funcltioens both faor the party as an organizatiaon
and far the political s¥stem. For the patrty. the factions are
respansible for poliriecal recruitmeatr {a new candidate sioply

does not have a chance in a multi-member censtituency Without
fagtipnal help), the eollection and distribution of funds, handliap
copstituents' petitiens {appeals to the burezucracy arte often trans-
mitted via the parttr)}, and the distribution of ministerial positions
and party offices. For the politigcal system, The faectlions make
Fessible the long-term, stable zrejgn of the LOP witheut at the

same time elieciring the usual side effects of sipngle-party dominanca,
guch a5 isalatiop frem =the puhklicg, {lagrant corrTtuption, and
presidentsz=for-life. During the first two post-occupation decados,
The LDF gave Japanm a political 5tﬁbility Wwithin which the bureaa-
cracy 2<¢Tually develobked the country, but it did so withsosutr the
avthoritarianism and Jdegeneracy that chardcterized most other East
Agian nations, cowmunist and noncemmuirist alike, during the same
PETiod-

Interaal Fariy Organs for Folicy-making

The bureaucracy MY actually create the annuwal budgets and
drafr all laws, but the pacty still ha=s the legal Tesponsibility
for passiag them in the Diet. Therefore f£rom the <cutsSer the partty
§e¢T ap internal organs Tow approve, evenr if perfunctorily. what the
bureaucrfacy told ir re. The most impertant of these JTRINSG was
fand 1s) the Policy affairs Besearch Council [(ZPARC, Seimu Chosa
Yat, abbreviated in Fapanceze as Beichékai}, the chalrman of which

iz one of the four most importranl party positioms after the presi-
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dency {the oither three being vigce-pTesident, secTeTaTy Eeneral,
and chzitman of the Executive Council). The FARC is im turn sub-
divided inte a4n executive committee {Seiche Shiagikai). which
sends forward to the party s Executive Council its recammendations
On subsTaTive 155ues, some L7 Sections (Bukai) that cateespond to
the ministries and the standing committees in cach house of the
fliet, and a large number of less formal investigative and special
committees.

We may illustrate the interndl strueture of FARC by looking
at the units that partticipated in The teletom wars. Backing MITIL
there wazs the Cormerce and I[ndustry Section {Sheke Bukai), members
gf which are normally alse LDP memders on the Commerce and Industry
Standing Commitftees in each house of the Diet. PRacking MPT was the
Communications Sectian ETEEshin Bﬁkai], which corresponds also to
the Communici&tions Cemmittees (Telshin Iinkai) in szech hoose of the
Diet. Fach of theze PARC seprticns had several influentlial subeoom-
mittees. In addition there were Within PARC many special committees
separate from the sections. These included (parrial 1isty the HNTT
Easic Promlems Imvestigatien Council (chaired by Kara Tsunerarao,
former head of the lower house's Communications Commiziteel}, the
WTT Busineszz Affairs Subeoemmittes [chaired by Kameoka Takaw of the
Tanaka faction and vice chairman of The Partty's ExecuTive Councilld,
the Infarmatleon Industty Investigavion Council (chaired by Osada
Yaji, a former vice minister of MPT who entered poliilcs as part
of the Tanaka faction), and the Telecommunications Citcuizs Sub-
commitiee {(chalred by ODbuchi Keizar a2 Tapnaka faction acuber and

deputy secrelaTy genecal of the patrtiyd. Lhart Upe displays graph-
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icaily the formal ssrutture of policy=-maRing in Japan since the
founcing sf the LDP.

In the =arly days the PARGC sectiens and the sxecutlive com-
mittee were the strongholds gf ex-bureaucrats within the pacty,
¥he usuwally supervised the very ministries freom which they had
just Tetited. Actually, little of To BeTUine sSupcTvifien agpurTted.
Section meetings weTe oveasiomns FoF bureau or section thiefs from
the appropTiate ministry to lectate on the bills that they intended
to introduce in the Diet duTing & currCont SEssinn.aﬁ LDP members
Were Thus instrucied on policy, but They did not in tuIR insStruct.

In an analy¥sis of the frequencyof PARC meerings &ver Time,
%ato and Marsuzaki discovered thatT in the early vears of the party,
the executive committee met much more tham any ather subuait {lal
times io l%56 but oaly 52 rimes im 1283}, This suggests that
during the late 1%50s PABC spent moest of 1ts time Tatrtifyving minis-
terial plans but devored little attention to studyinmg them. During
the 19603 the frequency of executlve committee meetings teclined,
but the number of section and special committee meertings greatly
increased. Thizs asuggests that the deliberations of FARL were
becotting more specific and subsrantive. The executive committee
became a2 plaee Ifar the vwirttwally automatic appreval of Zécetion
decisiﬁns.a? Even the sections, however, were aften Toos largs
and uwnwieldy for teal analysis. The larpest ssctions are agricul-
ture and forestry with 11?7 members, consrrtuction with 108, and
CommerTce anc 1ncdostey with &1. The =smallest ifn sgciepce and ftech-

Al

nology with 1V memhers. Quwer time some of fhe laTpe s¢cticns

have come o be dowinated by theiT chairmen, vige g¢halrmen, and
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membeTrs with maove than ten years of zervice. Fecause of their
longevity, such section leaders ctombine political influsnce with
broad and accurate kngwledge of the administrative fields in which
they specizlize. During the 15705 press and ODiet insiders= hegan
to idemtify such people as ok (cauwcus members) havinf ope ar
ancther functienal area of expertise.

Zoku zhould be diztinguizhed from former bureaucsTats wha have
entered politics. The latter are autematirally uwodersteod to he
sprecialists (senmenka} io the area o Ttheir previous setvice, but

that dees not make Them zoku. Zoky are ustually nogt eX-DUTRAUCTATs

but pure politicians {what the Japanese czll tejin-hal). They

ar« veterap Dict members who have prougressed ip servite thrcugh

ane or mare oF the following stages for a patticmlar ministry:
rarliamentaTy vice mimister, PARC sectigon chairman smr vice chairman,
Diet standing comomittee chairmam, and minister nr director geneTral.
Dier members whe ate zoku are of eourse simultanequsly members

of a fagtien, and factiovns try t¢ have a Tange «f zoku among their
members._ But the inTerests of a zoku sometimes diffgr from these

pf a faction ot & facticn leader or, cenversely, cometimes 3 farctian

Will contain several conflicting 1nkg.ﬁg
Net all 2zeku ate cqual, however- Eawaguchi Hire¥uki sanks

them inte five grades. In the first rank is the *don®” {in the
sense not of Don Quixoie but of Doen Coriecne, the Mafia eniefrain

in the 1272 film The Godfather, whick was vecr papulaTr in Japanlk:

second iz 2 "boss" {(bosul}, one who kas passed through all the
s51dages Yrom parliamentary wice miaisler 1o 4 cabinot or aecpioy
party pest; thire is the “eldec®™ {(¢hero), 4 peliiician  who has

served in mast posSts on the Toad To zokuhood Sut whe WilE Tetite
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before making 9¢ss5; fowrth 1s “strteongnao™ (jitsuryokushal), a

Diat member who =specinlizes in some subsection of a ministTy's
jurisdictien; and fifth is the oTdlaary EEEE.EG In appraximately
1983 the commnerce and industry goku tacluded one don, Tanaka
Eakuei; three bozses, Nikaldo Susumu (party vice presideatr), abe

Shintsro {foreign minister and fermer MITI minister?, and Tanaka

Bokusuke (former MITI minister): three elders, Esakti HMasomi,

S5aszakl Yashitake, 2znd Ogawsz Heiji; three stTongmen. and 14
prTdinary zeku- The poastal Zoku alse had opne den, Tanaka Xakuei;

one ahsolute Yoss, KEanemary 3nin (secrertary general of the party.;
a rouple of elders, one in each house; tWo strengmen (beth from
the Tanaka fattion): and 12 ordinary zeocku. The gquestian Is
whether rhese men made the pelicies that MITI and MEY executed,

T Whethaer theyY simply lobbied the ministries ang gan interference
for them.

Ibe Changing Boles of Fureaucrazs_and Politlicians

Tanaka Kakuei, whe becawme prime minister of Japanm in 1972,
Wwas pTrobably The most unuszual figure to emerge in postwar Japanese
pﬂlitics.51 Coming from a background of Ttural poverty and lacking
even a university aeducarten, he nevertheless berame a leader of
the malnstream of tThe LIFP made up of Former <lite bureaucTais.
When he antered the first Kishi cabipet in 1957 as posTtal mianisteT,
he Was TLhe youngest poliiticilan tn the cablne: since DzakKi Yukilco in
tiae Meiji era- Furing the high=s5peocd grewth of the Income Doubling
Flan feavly 19460s5), Tanaka setved {or thrtee tetms in the crtitigal

pesT of fipanve minister, arguably the maost lmporrtaat poasition il

the poversament at4er the prime minisieTsbip. Hiz  last past bhefore



410,

“hne prime ainistership was the equally powverful position af MITI
minister. ¥In 211 af these positions he carned a reputation for
maztery af the detajls of administration, something that was
virtually unheard of at the time for ordinary poiiticians.

In 1772 Tanaka led a victeriows insurgency against the burcau-
¢cratic old guare of the party. led by Fukuda Takeo, and emeTred
as prime minister. His success cazme c¢laze ta =plitting the parcty
for the rest of the decade--something the Japanese call the “"Taku-
Fukuy HWar,™ meaning the continuving strugpgle bervween the Supporters
of Tanaka and the supporters of Fukuda. DOne af the effecrs of
This struggle was te elevarte The party in ralation to both the
Prime minister and the bureaucracy, since Tanaka tepresented & oew
ordert inm which bureaucrats watTe eXpected 1o pay some ATteation To
Wwhat politicians asked them to do, The inner—-party STTuggle Wam
exaterhkated in 19746 by Tanaka's Tesignatien as prioe minister be-
tause of gorruprtion charges and in 1976 by Lis arrest in the Lockheed
bribery case. Tanaka regarded these attacks on bim 25 politically
inspired and devoted himsetf te enlarging his factiom as a defen-
=5i1ve measure. By the 1%80s5 he had succeeded s5& spectacelarly that
his factian had become in fact a political machine. Tanaka remained
the single mostT pederful political figutre im 1he atualsy until his
tevere carebral hemarrhage of February 27, 1985, He was alsc a
tentral figure ir the telecom War=, in which he participated as
a2 MITL zeku, a finance Zoku, and a postal zoku, the anly pertson
in the Diet with such varied bases of influence.

Tandka Wwas Dot 2T Wwat Wita the bureaucrcacy. On the contrarcy.,

he wa=s Liked and Tespected by many of the officials who bad worked
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for him inm MPT., MGF, and MHITE. But he was committed to much moTe
effective party supervision of the bureaucracy than had oxisrted
among his predecessors, 1f for me other reassn than to check the
decline o the partty's pepularity that long buteaucratic domination
hac produced. One of the firzt things Tanaka did as pTime @minisater
w35 To strengEthen the research capabilities of the paTLy SecTarcaty
general's affice and te reassert PARC's Tole in investigating basic
Fulicy_Sz But his intent "as to make the pariy's weice heard with-
in the bureaucTacy, #844T ta Teplace the bureauncracy as the initiater
of policy. In Tecognition of this fact, Sato rejects the dichortomy

of tokoseiteil (party up, gevernment down) that is freguently encoun=

tered in the press in favor of what be ¢alls the ji min-kancheo kongetai

. . 53 .
Cinvegrated LOP-hureaugcratic 3:ructure}.J Vhat happened duting the

1970 waz a subrle shift of influénce Within the paTtty frem factioma
te PARC section amd then te zpku, a shift that bad the effecr out-
side the pariy of ending the LDP'5 delegation of pelicy decisions
10 EoveEITMmENntT agenoles. Under the integrated party-nursaucratic
Structure, the minisrries began o consult with the zRkL &t every
stage of pelilcy formation; aand young officials gcame to Teocognize
for the first time that many politicians knew moTe abouT their
Binistrices and functioen=s thag they themselwes did.

Other feorces countribated tTo This shift of influence. These
inciuded a deepening of sogial integratien ino Japan that accompanied
successful geonomic growth: busine=ssRs 2and hRauseholds needed Lhe
5Caie Jess than in the past and thkerefore turaged zo 11 less. Slow
growth afrer the ©11 shock of 19272 and the pegianing, 1o the lazu

25708, of pgenuine trade and capizal liberalication alsoc conirtaibuted
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to these grands. Aall zegments of the buresucTacy had difficalty

in adjusting to the changed sociopolitical envirtonment and in The
process engapged 1A fntense jurisdictianal conflicrs with each othet.
Fach zupch rounflict tended to bring forth greater political ilnTter-
ventilen in what werte previously regarded as purely hbureaucTatic
affai:r:s.Sil Pespite all this., it @must be stressed that The Japarness®
system Ttemained ¢ne of bureaucratic jnitiktive and near menopoliza-
tion of expertise. Moreowver, even the mosl senlor zokid WETE Some-
times hampered by the fact that industrial interest gTouDs were
aften clazer to the ministries zhar Tro the rtuling party. Ministerial
leaders were perfectly capeble of uvsing theit industrial eclicnts
agalnst a pn}itician Wwho went tod fart in asseTCTing his interests.55
In short, Japanese policy-making during the ficst half &f tne 1940=
hecame moTe political and prubablf more democratic thdan it bad bhesn
in the past, buc it also berame noticeably more messy aad mucn less
gfficient.

On the eve of the telecom Wars, HPT possessed a2 sLEOREST poli-
tical bagse than MITI. Its zoKu, cencentraled im the Tanaka and
Fomoto faecticns, were powerful and unired; and Tanaka him=alf,
evel Since he had served as MPT minister, bad Culti;atﬂd his owun
folloders within the ministry and FIT. The MFT minis=zter during
the periocd of RIT's privatigation, Sato Mepumu, Has himself a
former MPT pbureaucra:z, a member of the Tanska factiom, and g

postal zoku, in conmtrast to the MITI minister, Wwho was a4 member

of The Fukuda faction.Jﬁ Tht press tegalooed MPT, tepether with

The ministries 9f crownscrowcriosn and fipance, as "fiets upnder The

direct cantra:r of Tanaka Kakuel;™ and Kawawrita characterized the
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MPT as an "gll-ewpeases-paid geishd of the Tanaka faction®

{Tanaka-ha maru-gahae}.s?

Fanetheless, MITI was not politically defensceless, although
it was much less public abeout guitivating it=s poLriticians than
its Tiwal. Fonaga Kelichi, appeinted MITZ vige minister during
1284, wasz Tanaka's formeT personal secTetary and ghescwroiter for

his 1972 book Wihon rerts kzizo ron (4 Plan to Remodel the Japanese

Archipelage). This background prebably itafluenced Kon2ga's sclec-
Tien as wvice minister, since he gomes from Okayama University rather
than the more slitist Tokye UniverSitF-EB In addition Cthree tap
leaders of HITY during 1985 had served proviocusly as peTsanal
secretaries o prime ministers (who ate also, o#f course, factian
leaders within the patvty). Fukuvukawa Shinji, chie? of the Iodustrial
Palicy Bureau, was secretary to the late Frime Mipnister 5hira;
Tanahashi Yﬁji, chiaf of the Machinery and Infermation Industraies
Bureau, had served Frime Hinister Fukuda; and Irxasaki Hachico,

chief of the Basic Industries Bureau, had served Prime Minmister
Hakasona.

During the summer of 1984, HITI wsed the inaugurationm af its
new headquarters buildiog te invile some hundred Diecr members fraom
the commeree and industry committeez2 to the dedication ceTamanies.
MITI Minister Dkomogi alsa celtivated the ministry's leading Zoku
afrter Tanaka himself--namely, pavty vice president and number Two
in command of the Tanaka faction, Nikesido Susumu. Betore the
summer was aver HMITI agzin plaved host to 2 meeoting of tortmer MITI
ministers, including former prime minicters Kiski, Miki, and Tanaka,

andt the thep CUTII¢nl prime miniscer, HNakasone. The ministry denied
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That it was lining up pelitical suppoTt, saying that the gatheting
Wa:z meroly an oppoTtunizy for ovel¥one tTo reminisce ahout old times.
But some vhservers thought thart HITI had learned a thing oT Two
from MFT.

The telecolm wars began ip the autumn of 1981, when MITI sucoess-
fully blocked an MHPT-injitiated Bill that would have given MFT stroeng
Tegulatory pOWERTES OVEr computar-connected telecombunicatisns ciTcuaits.
They heated up during 1%8%2 in the second VAN campailgn, spread to new
frants ducinh 1983 over the issuas o2f providing legal pretectien for
the writers of esomputer programs and the buillding of Tegional infra-
structures f£orf the "ionformationized™ society of the futuTre, aod
during 1%&84 and 1985 became a general copflagrarion wicth at least
seven Jdiffercnt Battles Eoing om simaltaneously.

Even theugh each of the zeven baitles is iartereconected with
the others, I hawve separated them here for discussion anmd analysis.
The =zeven are {1} VANs and the fight over regulating the Japanese
telecommunications industroy; £23 the "privatirzation” of KTI; [(3)
Product srandards and certification proceduTes; (4] protecting
computer programx; (5] foreign satellites and space CceMmMuRnications
rolicr; (6) Teletopias and Mew Media Communities; and (7)) soatrel-
ling rezegreh and deveiopment in the telecommunigations fiela.
Before we ¢an undersrand these battles, however, we have o exploce
the ancient enmity between MPT and the Ministry of Finance. Because

af 1t MQF became a2 MITI ally im 1%85 in the battle oveT TescaTcoh

Zundiong.

HEY, MOF, anc the FPostal Savinps System

In 1875 Japan cstablished a system wheteby its citizens <could
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Fave thelr money at post cffices. Since the creation of the
Hinistry of Communicatiens a decade later, the postal bureaucrtacy
has alvways administered the system. HRich is ope of the Teasons
why prewar ppliticians wanted te be communications mipister: 1t
gave them contTol over the investment of peadple's gavimEs, & LTTUST
that on occasion Thay abused. In the pastwar era the pestal savings
£¥s5ten is much more stTictly econtrelled thap it was beforTe The war.
One reazan that beinpg poestal minister 15 still pepular With postwar
politicians 15 that the postal savings system is popuwlar with the
reaple. fhe Postal Savings Law of 1247 specifically Tteguires MPFT
i¢ counsider the "well-being of the sSaver” in sacrting interest rates,
Wwhich utterly distinguishes the post oifices from the banks.> The
pest wffice=s normelly par a better Idte of interest than the banks,
and the posi 9ffices uswally Taise thelr rates in perisds of high
inflation inm oTder ta keep savimg attractiva.

The post¥ar postal savings system has bBeen fabulously successial
and is the institutionzl lipghpin of Japan's hieh savings rate, which
has allowed the tountry te fund i:s industrializarian more cheaply
than wirtually any of its competitocs. Dering the last gquarter af
1985 the system’s assets topped ¥1U00 trilliea {or £555.5 bHillisn at
¥180 to UF5$1l0, giving the systew greater finmancial strenusth than any
of the Japancs® commercial banks, which arc ameng the world's largest
(Dai-Ighi Xangyo Bank hasn assets i® the ¥2% trillion range, wheteas
Fuii, Sumitomo, Mitsobishi, and Sanwa banks all fail into the ¥132-20
tTillian tapgel). The peostal savings System Lz the primarcy socurce
4f funds fer Japan's Fiscal Investment and Loan Program [(FLLY), &

plan set up in 1952 for govermmeptal investmenrcs 1n ipdestrtial de-



46,
velopment, ftesearci,: public housing, and jnfrastructure. Berause
of the strvength ¥ the paostal Savings system, the FILP ¢ontinues
to he aonc of Japan's most poweliul instroments of official indus-
trial peligv.

The Ministry ©f Finance is net oppesed te the peostal zavrings
system, ovaly to the way it is tun. HMIF is tThe goevernment's fimancier,
and as a player in the marker it is the naticn's largpest borcower.
Since the first ovil shock Japanm has tadically increased its reliance
on fumd-raising through the i1ssuance of bonds {the volume of natiecrnal
Eonds went frem 11.3 perecent &f gemetral actount expenditures in
fiseal 1974 tpo 31.3 percent in fiscal 1%78). All of these bonds
are underTwrirten by the Bankinfg 3¥5tem. MOF has a strong fimancias
reason {or wantinf To keep domestic interesT rates low in order to
reduce its5 own deb: service phzzges. But law interest rates alsno
strengly depress the banwks' profits. The bPanks csuld be more proefit-
4ble if they had the business that small gavers give T2 the post
offices, but they ¢annaot ztrract them witdy imterest raites lowerT
thar those wvifered by MPT, Thus, since HMOF and the Banks do neort
want t¢ raise thelr own interest Tates, they would Iike To get
conttdl of the paestal savings s¥stem in order to lower 1ts THRTES,

This problem 1s exacerbated by The issue ¢f Tax fraucd. Fostwarl
Japan ereated sewveTal programs TO encourag€ 5&Ving  as partt of its

vverall industrial policy. One of these is the maruyuy yokio systoem

{vax exempt deposits), Wwhich makes Tthe interest op the fizst ¥3
miliion in 4ay savings aceopnt tax exomprt, in additipn, up To ¥13
millien can be invested tax frec in govorpamént bonds, and falazied

workers can bank up o ¥5 mpililion in a tax-free pensioen plan. A=zide
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frem this so-called maruyu system, any individual c¢an depesit up
to ¥3 mitlien %71 & postal savings account withowt paylng taxes on
The garned interest,; and another T¥500,000 fan be deposited in a2
speecial post office avcount reserved for the purchase of a2 home.
Many pecple in Japaa epen any nuamber of different EEEEIE and postal
Eavings avcounts, often in the aoames of every member oI the family
and sometimes using invented names, 3t banks and post oEfices all
over the gcountry. Durimng 1985 MOF declared that it nad discoversd
an all time high of ¥953 billicn in 311lepsnl matuxé aceounts, hut
1t canner audit the post wffices since MPT absolutely Tefuses to
give i1 acceﬁs-ﬁu

Bitter clashez hetween MOF anc MPT over this issue oocurTed
in 1571-72, 1975, 1977, 1980-2Z%, and 1984, with MPT alWwavys cmerging
vigtoerious. Foliticians imvatiazbly =zide with MPFT, bDut they must do
5¢ Ciscreetly because MOT mages ity case nol in terwms of the banks”®
profit margins ar its own dezite to Teduce the costs of government
debt but in TeTm:z aof the need to Taisc additional Tevenue anc to
STap tax cheating. This is5 a seTlous issue of publis policy. and
politigians must be responsive t0 1Tt. Hawewver, theTe 15 also a
Buspicion thaT politicians themselves are among the heaviest users
of the post offices o hide meney tax—free.ﬁl

In March 1988 the Diet emnacted a law that would have ended at
least the tax fraud azpects of tie problem by issuing to B¥er¥ 53VeT
a2 go-called Green Card foar his sr her identity vbhen making deposits.

AcooLunTs as WEYs of evadinpg taxaes. Given the failoere durting LS5F9

of Prime Minister Qhira's attempt $o Taise taxes, the Green Card
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syzsrem would have produced some badly needed new revenues. Hovewver,
even whough the l2¥ was passed, it Wis never implemented. This
blockage of implementatieon is sald fo be one of the posiTal zoku's
greatest victoeries. Led by danemara Shin, who created his odn Diet
members’ legaEve IO deal With the matzer (the Yusel Jing Fondakal,

or Postal Business Discussion Groupl, the postal zoku inrimidared

MQEF inte not isaplementing the law. The final decision on The

matter, including 4 determination t¢ Kkefp postsl and banking intev-
est Tates uplintegrated, was made within the Tanaka faction, DertwWecn
Kznemaryw of the postal zpku and Fimance Minister Takesttita Hebora

¢f the finegnce zoku, withaut apy involvement of the wo ministries.’®
MOF, nowever, bhas never forgivem MPT for its Tecourse To powerful
Z¢ku in order t¢ protect its bureaucratic turf. Thus, when in 1985,
MFT came up with & great new idEa-Gn how to spend the dividends

frem the shares 2f the newly privatized HTT, HMOF allied with MITI

Ed help frustrate MPT's plans.

The WAH Campalghs

The Japanese hreak down The generzl <oncept of rtelecommanica-
tiong inte thres broad types. First is dirvtec:, umprocessed Comhu-
nication, as in a telephune. Second 15 <omMmunication betwean a
computer terminal and & data processing center, as inm an automatic
Teller machine at a bank (vhat the Fapanese call a CO., oT “cash
dispenser™). Third is a ¥YaN, or "value-added network™ (fuka-kachi
liashin}, which is a combimation of the first and sccond Types.

A VAN i5 a neTtwoTk 1o which ipformaiien from computers of one type

is vommunigated to computerts gf acoubtaer ty¥ype, the datda beicg pro-

cegsed in the transmission and hecoming therteby “valpe-added. ™
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A VAN nertwoark is the electronic eguivalent af a system of =zimul-
tanenus translstion ftrom one lARNEUAge to another. The stapdard
cxample is a Japanese travel agency'"s computer with its ability

to communmicate wilh the reseryd&Tions compuiers of tenm oC more com-
panies, including JAL, JWERE, the Japapn Trawel Bureaw, private ctajl-
roads. other airlines, and aumerous hotel chains. HBanking sy=tems
and supermnarkets are heavy uwsers of VAKs, Until 1982 it was ililagal
in Japan to connect a4 computer to the telephone lines Withowt rthe
explleit permissien of NYT.

During 1981 it became appaTenT to the Oew Lommuaicvatiens Folicy
Bureau of MFT that demand for different kinds of VAN=s was outstrip-
Ping dIT's ability to meer it. Therefore it proposed O&W lepislation
Tthat would bvath Llegelize ephanced use of VAWNs and make absalutely
cleaT HET" = rezponsibility foT regulating this growing business.
Entitled the Waleye-adcded Jars Cnmmunipatianﬁ Eill, it incorporated
deaconian Zicensing and approval requiremenTs and put harst limits
an the degreg zTou wWhich foreign firme or domestic firmse with high
degrees of foreignm capital (e.g., IBM Japan} could participate.63

MITI oppesed the proposed law begause MET appeared to be in-
fringing on its turf, hoth by s2ekling To reEgulate computer-based
communicaticens (computers are im MITI's balliwick} and by presuming
Toe refgulate foreipgn commerce (which MITI also likes te think of as
its exclusive presetwve]. MITI pudiacly and stridently onposed MPT's
dratt law, using &5 a pretext Tor 1ts attack The repor=s of he
Trecently created Provisional Commizszion fol Admiaistratnive FeloTn
{Rinchel, whiok called op The Fovernmen. 19 reduce, notl add Ta, 1TS

required licenses and approvals- MITI waom this battle and MPT
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withdrew its bilt. In 1light of later events this contretemps
becams known as the first ([there Were two mate] VAW campalgn-

Iuring 1%82 MPT renewed its effaorts by argeing that as a
matter of national secourity it had Lo regulate foreipgn Va¥Ws coming
finto Japan. The ministry successfully scared the political worid
Wwith the spertras of IHM and ATET (the U.S. dismantling of uhich
Was imminent and which the Japanese wrengly interpreted as an act
of American Taticnality and comperiTivencez2s) taking over Japan's
entirte telecommunications industry. In light of Rincho's simul-
Tanaous adcy¥oegagy @Ff the privacization of KIT, which MPFT and the
pestal zoku initially opposcd, the possibility of an “invasion of
foreign papital™ was somewhat more plavsiblie than usual. Howewver,
MITI counteved HET by arguing thai the VAF business should be com-
pletely liberalized. It reasaned tg¢ itself that if VANz were
cpened up To comperition, thep MITI coevld advanee inta thi=z terrain
and bBrippg it wnder control vwia its influence over the computeTr and
microelectronics industries. Fublaiciy HIT] defended its positicon
in terms of the threat of foreignm preotectisnizm 1f the Japanese
domestic market Temained closed.

In Qetober 1982 the LDP intevvened teo try to settle this dis-
pute. It tosek to the Diet and passed a revisioan of the Publig Tele-
comounications Law of 1933 liberalizing VANs end'y for mecium and
Emaller eEnLerpTiszes. The paTty¥ Was unable To 2esolve how much
tepulaticn large-scate VANS required wr how much foreign penetration
Was acceptable, The LI'P made c¢lear That i1ts rtevision to the countcy”
Dasic eleciric communigatien law Wi un vxpedient [o meet the needs

¢f swall businesses, apd it asked the buTeaucracy to uncdaertake a



51.

total teform of the basic legislation in order te deal with the
bigger issues. Reform was reguired if fotr nmo gther reasen than
the faect that the gpovernment Has d4is50 beginning to diocuss The
privartization of 3TT.

The postal ministry spepmt 19493 drafting three new ILaus.
These are, first, a new Telecommubications EBusiness EIll to
replace the ©ld baszic law of 1953 in order to deal with large-=scale
VANz., the regulaticn of fsreigners: the setting of technieal
standards after KIT waz privatized, &nd many otheTrT matLiers.
SGecond wWas the Nippon Denshin Denws Eabushiki Yaisha Bill, trans-
Torming N¥TT into & private ceompany wnder Japan'ts Civil Cede; and
third wa=s an omnibus bill ta rewise and adjust all athet laws made
obsolete by the passage of the first twe Bills. . A hint of the
ministry's plans came in May, uneﬂ it publisned the 1983 edirien
of its annual “"Comaonications White Paper™ or annual Treport. In
1t MPT identified as ome of Japan's greatcest needs the protesticon
¢f the secrecy of communicatiems, Whick in turm it sald Teguired
the “coerdination” (ghesei) and “stzhilizetien” (anreil) of all
forms of telecommunmicatieons. {The terms chosel and antei when
used by Japamwese bureaucrats are invariably euphemisms for conzrtol.)
MITI reacted with fury to this trial balloon, saying thav whize
Papers are places to Teport &ctivitlies, not 1o adwvocate pollcies;
and 11 demapded that MPT cerrect its own whitie pajar. Bowewver, the

FMihon keizai nsuspzper thought thzt MITI's manner en this imsue was

4TTugant znd high-hzndeq .Lq
In Fetruary 1984, HMPT unvejled 1o the press the fivst drafrs

of its thkree new laws, and fer the NCXT year-and-a~half the Japantcse
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paiitical, bhurTeaucratic, and industrizl worids seemed to talk of
nothking else. The heart of the Telecombupications Business Bill
Was its treatment of VAHs. The oTlginai MPT draft divided the
TelecamgmUnicdaTions business into tweo bBrecad classe=s pnd then furtherT
zubdivided the second £lass. Glass I telecommunicariens businesses
werg defined as commot carriers, l1ike HTT, that inmstall their own
circuwits, either land line=s or wia satellite tran=mission. Foder
the new law, ownership af such cleéss 1 carriers is totally prohibired
to fareigners ©T to Japanese firms that are mare than oae-third
contralled by foTeigner=. The law dlse¢ rtequires that such tlass
T firm= be licensed by MPT and thatl The ministry appreve their Tates.

Class 11 telecomimuenicatipopns businesses are those That offer
large—scale VAN services over rircuits leascd fram 2 class I carrier.
They are further subdivided into spacial class II firms and pgemeral
class I[I ¥irms. Under the original drafr, special class IIs are
firmg thar exceed ceFrain marrow Ttechnical specificariens that the
ministry zupplies through mintsterial cordinances aor that offsr any
form of inteThaTicnal service betwWeen Japan apd ¢he &TF DOTE foTEigh
tountries. FoTeigneTs are prehibited from eEngapging in special g¢lass
I] business, anc all of them must Be licemsed by MBET. ALl cother
VAH=s are general class IIs, which aTte apen to foreign ownecship and
need anly “register® with MPT. These caomplex distipetlons were in-
vented specifically t¢ keep IBM and AT&T out of Jﬂpun.EE

The A4merican goverament wags intere=zted in this lavw. IL had
Been deeply fTustrtated by 1ts agreement of December 1980 Wilh KTT
to open up the Japanese MaTKeT Lo AerTican telecommepicaTtions sales;

2

and it saw in MPT's definition of 2 specisl type II busliness a new
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Japanessa non=itartiffi-barrier o trade. MITI agreed, since it recog-
nized thai 1f the Bi1ll passed in its originmal form, MPT would
dominegte the telecommunications f1el1d threweh its licensiang powecs.
Even the regquiremnt that gFenerail type II businesses had anly to
Tegister wguld nor nave deceived &zn experienced MITI official.
An old Japanese bureaugratic trick is refusimg to AccePT unsatis-
factory reperts, thereby méking an activity thet requires reporting
illegal. In all formel writtenm applications or notifitatians ta
Japanese ministries, £filing of rhe report is the end ¢f a2 cooplex
FToCESS., The applicant oTr reporteT if eXpected to negotiate in
advance concerning how e £ill ocut the forms. When the actual
written report is filed, it i= upswally accepted. If a2 ministry
intends e rCeject an applicant of a repoezt, it will 4o 5% verbally
during the preliminary negntiatiﬁﬂs.gﬁ On these and ©ther grouncs
0.3, trade negotiators and KITI protested the terms of the new
Telecommunications Business Law.

MET "= Tesponse was predictable. It accused HMITI of sellinp oot
ta the Americans, of using the issue of trade friction to advancae
its own burpeausratic interests, &nd of being agents of “mdational

. . &7 .
dishcnor™ (kokujoky mono). Et is useful te recogrize that fer

both HITI and MPT, the U.5. waz uot 50 much an indeperdent plarer
as a counIel e bhe wuscd in their domestic strugple. AmeTican
pressure grn Japan was never decisive vpless it happened to coincide
With the interests of 3 majer demestic player, in which zase it
ceule be gulite effective. The americans were usually ineffectiwe
becauvse they typically did net ENoWw Yhat was poing an Within the

Japanese povernment arnd made their pretests only to the foereign
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ministry or The prime minister. As ovne gf the few Japanesze lip-
EUiBts among the T.5. trade offieials at the time of these pepo-
tiations s5a4id tew Michael Berger, "The real battle isn': betueen
the AmeTicans and the Japanessa. This [teletommunications struggle]
i£ a gigantic turf fight between the Ministry of Pozts and Tele-
coMEunticatigons and the Hiniserry of International Trade and TndustTy.
Ke Americamsg aTe like 3 lirttle tertier., vipPing at the heels of two
giants. EveTy ofve in 3 Wwhile we &et their attentien. and they Tos=
us & 'n::l-nﬁ."lﬂl8

The Teiercommunicaiions Law was, of pourse, The kind o9f issue
in which the LDPF would have tg get involved. Fellowing MPT's annownce-
ment of its laws in February 1984, Keidanren endorsed Them tha
fellowing momih. At The same time, the United States wWarned thart
restrictions on {oreign participation in class II businesses appeared
to ke a pzima facie wiolationm of the GATT code om capital l1ibergli-
zation. The pPrime minizter zatd at & meeting of tThe Zower house's=
hudgei cemmittee that fereign participatiaon in VANs woulid have to
be liberalized, but NIT President Shinto voWed that, "Even with
the Iiberalization of VAYWs, we are confident of defeating foreigpn

capi:al."ﬁg

On Mareh 16, the PARC Cemmunigations section and its
pﬂﬁtal—EEEE-dDminatEd suberommittess approved the draft Telecommoumli-
cations bill; but five davs later, after a massive MITI eounter-
¢ffensive, the PARC ExecuTive Committse made seme majoel chaoges in
the law. It aptned gll forms of ciass I VWAKS to farcign partici-
pation: and it charged MPI's powvers over gpocial class IIs frem

“license" 1o “repoerrt™ and over peReral rlass ITs frogn “rezpoTt™ o

"n':'tif_'r"-.“
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On April 4, 1984, the fopur top leaders of the LOF met with
MITI and MPT wfiicials and endorsed the versiorn adwvanted by the
PARCD Executive CommiTrme, In the LIP's view it had given thce MPT
a victory, even ihaugh it had taken away a few thimgs the ministry
had wanted. MITI saw a vietory of sorts in The weakenipe of MFT'=
licensing powers: and the Amsericans toock the Tremeval of Testrictions
Apainstr forelgnels 4as a wictary for theivr low key trade negotiations.
Host external observers regarded the final outceome as a clear victory
for MPT, whieh iz also the wavy the ministry saw Lt. After the LITF
legders hacd snaorsed the doaft law, the ministry held & pacty on the
1lth fleoeor of irfs headguarters building. Accerding t0 the press,
the postal buTreductats hoisterously proclaimed, ™At long last MPT

has zﬁﬂ.:uo

The battle was nort vat ndmﬂh.ﬁcﬂadmﬂ. Berause ¢f delays br
the aopposition parties and the intervention of PARL chairman Fujio
Masayrukl (Fukuda fagtien, former laboer miniscter in the ZJuzuki cabioetd,
none of the three MPFT bills had been paszed when the Diect sess=ion
ended on August E, 19E4. Fujieo had sought a delay because he did
nwt want Prime Minister Kakascne [0 taks credit for pas:zage in the
forthocoming paTriy presidentiazl election campaiegn, and Fakasone haim-
=elf Jas not too S5o0TYy fta posipoit The vote begausge somc o0f The
Poestal zolku weTe 5till npot in faver of the HIT poivatization bBilt.

Since many pestal zeku werte concentTated in the Tapaka Taction and
Eince Kakazone couwld not e teeleciecd without the suppoTt of that
faction, Kakasone clearly preforred privatizieg WTT afrter he had

been rtoelected. On dcrtobes 30, 1984, Yakasoene was rTeelectec to &

s¢cond term 485 LDP president, ant The three lJlaws were Tinally passed
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witheout fanfare ap December 20, 1964. They came intec =ffoct an

Aprii 1, 1985,

The "Frivatjzation” af HTT

The Hippen TelegTaph and Telephone Publi:zs Corpotarion had long
had a reputation for low productivity, vesembling motre a typieal
government &gefncy than a corporatian, ewven & public ona. Hith 1984
sales in the ¥2.3 trillion range {523.8 bpillion at ¥200 to US51)
and seme 220,000 employees, each worker produced ¢nly ¥l4a.% million
tor the coppany, compated with ¥40 millien fer Japan 3teel employees
and arocund ¥20 willien AT the pTivate railrtoads. Government auditars
coneluded that RTYT had at Ieast 100,000 surplus workers, and noied
that they only worked a 37-hour HEER.?I It wae to deal vith thesa
and other proeblems that Doke Teshio, the chaltman of Eincha, sent
bhis trusted subosrdipate, Dr. Shinya Bisashi, [& ¥TT as Dresident.
{Shinto was president of Ishikavajima-Harima Heawy Industries, &
Tirm fcunded by Doke and headed Er bim far twenty years unii? he
bececame president of KeidanorTen.] Borh Doko and Shinte had become
dalarmed by ETT's seeming inability to handle the inptermaticnal com-
petition that the Americans ocffered it durimg 1%78-80; and they
HeTte worried thatr HTT might bepsgle as greal a drain oo the freasuTy
as the JFRE (whichk was thesn lasing seme 320 millian = day}.?z Theiz
plan was to turn KWTT intoc a private company-

Shinto Was not popular at KTT. Interhally the SOoMpany had
loeng been dominated bY a4 gErovp 0 technicians who omuch prefeccwad
that NTT remain a sTate-managed momopaly., Dthers opposad 2o Shinto
ind to gprivatization were the HIT “familys tirms, led by HBEC, aad

the LDP's postal zoku. whoe feazed that if MET and HTT wete separated,
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they would loze control over ome or both. In additian to membets
of Bincho, The Americans and MITI favored privatizatien, the latter
opportunistically {and erraonecusly} believimg that privatization
would Weazken MPT.

V.5, pressure wWas an impertant background iafluence in this
sase. In mid-February 1%83, U.S5. Trade Hepresentatiwve HWHilliam Etock
tomplained in Vokyo that despirte the three-yeatr "HIT Ffocurement
Frogedures Agreement™ of Decepber 198G, during the previocus ye=at NTT
bought only $11.6 millien werth of U.5. groducts out of a total
procutement of 3Z2.% billiom. He threatened not to renew the agree-
RentT Whnen it expirted at the end of 1%33. The Japanese gaT The
pessage.  Just before Prostdent Heagan's wvwisit to Tokye in ¥ovemberT
1982, HTT placed corders in America for severalone-rime-anly but hig
tichet items (a.g., a Eupﬂrcumputér}. The Americans were mollified
apd in January thery rteneved the agreement far anotheTr thrtee FearTs.
Monetheless, in 1984, .5, telecommunicatjions sales to HNTT amounted
to enly 3130 million, whereazs Japanmese sales in the TU.5., zpurred
by the Break-up gf AT&T, surged to over %2 billien. For the Ame—icans,
a privatized HTT cowld not make things much worse than they alresdy
were, although there vas toncerfn over whether & private NTT would
continue to hoenor the agresment af Fanvary 1984, whichk of course
covered aonly purchases by Eovernmentii apencics.

The deadiock between those wapting privosrtization of RTT and
thase oppuesed was breken by a group of creative MPT bureancrats.
The mote thevy thougat aboutrt i1. the more they saw in a privatizmed
NTT 2 way of expanting the ministry's juriscdiction. Led by Tele-
communications Bureau chicf Kovama, theze officials reasoned That

they could write the Iaw in such a way as To Keewo HTT wnder theirs



jurisdiction while simultanecusly expanding their coveTage to
include the new class I catrtieTrs Whao weTe peltiticning the ministroy
to g 1TI¢ buszsiness in competition with HTT. Similartly, privatizing
NTT weuwld mean that MET Wwould have to take aver the funetieons that
HNTT had previously perfotmed, including seiting telephofe Tates,
determining product standards and coertification procedvres, and
supervising Tesearch in telecommunications. Old hands at MFT were
alsc mot SOFTY to turm %he tiables on HIT's proud engineers; wheo
had lone lorded ii gwver The mere postal WOTKeTs.

With this mew coneeplion of their Task, Koyama and his volleagues
58T gut to canvince the LDF's Z2oku. They had several good aTguments.
As the countrTy's largest single enterprise, & private WIT would boe

& much better sgutce of political cnntrihutinns.phan & public cor=-

peTation. The actual sales of NTT's shates would proda¢s a bonanca
of gash for the Japanese treasury. And competition might setve ta
strengthen NTT. Even more impoertant to the eveatual cutcome of the

HTIT c¢asc was the iInvelvement of Tanaka Kakueil bimself. En fzs
eviginal draft of the HIT law, MPFT preoposed That the government
hold 50 percent of the shares of a private NTT in porptTully.
Tanaka's concera was wiTh the distribution of profits [Tom Tthe
dividends and from the sales of KTT shares. The porential amaunts
of mone¥ Were epormous. By =elling some propertion of HTT sharces
and <¢ollegcting dividends on thseze that 1t Totained, the goveThmoot
might penerate a4t least 58 bBillion in ewtra-budger fupds. HIT
wanrted to centsol these funds, whereaszs MOF wapied to use them ta
Teduce The naiional debl. Tanaha #as the "don™ of the pestal Zoku

but he Was alsg first and foremost an expert on prblic finamce. He
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favered the MOF's pesition om this izsue, sven though meost of his
follouwers suppoeried HPT~?3

Tegether With his closc suppoTier and niumber-one postal zoky
Fagnemaru, Tanaka wortked <UT a formula containing these points:

{1} NTT would become a private company an April 1, 1985; (2} HoF
would zell tHoe-—-thirds of its shares to the public (but not to for-
eigners) and it would do so pver a8 five=yeaT pelriod in order naot

tg disrupt the scecurities marckets, usinpg the preceeds 0 help Tetire
the national debt; apd £2) the dividends gn the Temalning one-third
wolbld e gspef Tto fund & new telecotmunications research faeilitw.
This last item was pecersary To plagatce the NTT-family firms, wnich
Welre worried abeout leosing their researeh cartels under a privatizen
FTTLT-{L Henetheless, setting up thisz nmew Tegearch argan produced

sne of the most bitter barrles beTween MITI and MPT.

The Tanaka-EKEanemaTu formula became the ¢éntents ¢f the law
passed in Decenber ]1%§4. In April 1985, HTT emerged as 2 new jolnt
steck companY - In January 1986, the private NTT evan entered imto
a jeint wventdre with I[EM f¢ create & new natworTk service that can
transmit and Teceive velice, character, and 1magr mecsages,. Feafen-
ing howls of outrapge were heard frTom the o1ld Tamily fiTms, sven
though they continued t9 supply the majericy of KIT's purchasﬂs.?s
MFT seemed uwnperturged br these developomenis, kaowing at last that
HNTT was npt going to embarrases it by becoming a sccond INH.  Also.
during ¥arch 1%86, MOF annrounced its intention te scll rthe first
batch of KTT =hares, some 1.9% million of them. The ministTy s5aid

thatl bzseard phL a BeT asseTs per shate salculation of ¥213, 7Y%, the

FoYeETonment sTtood to make ¥413% .8 billion opn this sale alone (52,3
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billien at ¥L80=U5%1}. There is attually every Teascn to belicve
that MOF will evenptuzlly Teceive substantially moTe than the price
Th . . -
hased ap pet-asscts-per—-share. The Dai-Ichi Kangyo Bank das =a
interested in these lucrative goings on that it established a new
department exclusively to haadle KIS shares and said that it planned
te hire a couple of HNTIT amakudari (descent-from-heaven} Tetitees 1o
7

help advise it an the business.

Produytt Standards angd Certificarion PFrocedures

Hichael Abo and Jonzthan ATomsS9n, 1o a4 study done for the
Council on Foveign Relations. argue that "The Japanese BoOVETNMCRT
clearly devises rules that inhibit impetrts and promate 2XpoTTs. . .
Japaneze procedure=z and standards are often designed to exXkaust all
but the largest and most determined foreigon firms wishimg to s5ell
ir Japan. Ioday, on & percentage Pasis, Japan imports fewer manu-
[favtured products frem industTial and developing countries than it

7B . . .
The standards for teiecommupicationsz

did ten pr tweldTy¥ years ago.”
toports, Which were set 37 ¥TT and its family firms until the Tele-
cammunications Businesr Law of 1984 transtferred them 1o MFT, =seem

an apt illustratlieon of thiz point.

The mew 1aw requires that MPT use a “"designated approval agency
to ceTrrify the acceprtability of what NTT calls "paonsumeT btowided
2quipment™ and what fhe Americans call Minterceonnesrtr cguipment™
feverything frem FBXs teo computers). According to the new Iaw,
this "designated approval sgency™ mMusT be a not-for=-profit Tounda-
Tion as defined uvoder artticle 34 of the Jfapamesoe Civil Lode (1.@.,

8 zaidan kajinl. This Toquitement alone makas T sTrucTurally im-

passible faor laboTatTorlies outsicde of Japam 1o be Lesignated as
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approval agencies by MIT. MozeaveT, on March I3, 1%84, several
ponths before the Telecommuoigdatisans Business Lad was evell passed,
MECZ, Fujitsu, Hitachi, Oki, and other companies sat up the "Tele-
communitations Terminal Equipment Inspection Assgclation™ fa zaidan
heiinld, capitalized at ¥150 million, ia eriec to serve as the
"dexignated approval agency" whenever MPT got aTound to designating
i1. There are ne other such agenctites. The foundartion itself had
na ztaff, only a buward of directers, singe it berrews its techmicsal
persennel and resting equipment from HTT's EngineeTing Eureau.?

The officers of this new approvael agelcy are Akiyama Taru,

a former offirial of the 2ld Mini=try of Communications and a feormer
vice minister of transportaticon; Kashiwagl Teruhikc, & foermer em-
ploaree of the Mimisiry of Communicatiens and of NTT from 1%42 1o
1370;:; and Asznuma Isaoc, & fermer KTT director of angineering for
KEanagawa prefecture (capiral, Yekohama). Director Asanuma was
quartes by the oress a5 sarying that "the assocliation dees not iatend
Te avcept H.S5.~-generated technnical dazia.” He alse indicated that be
had n¢ plans t¢ include foreign companies as contriburdrs Tto the
frundaticn and that technrical stanmdards would bde distribuzed only

to "friencly cumpaniEE."ED The foundatiom opened its afFfices for
business in Qctoher 1984 ipg prepaTtation for HIT s privatizaticn

the folleocwing &pril.

Adtvorcding to The Telecomfiunicatyons Businass Law, the tochnieal
standaTds themselves are to be set hy the Telveommumications Deli-
beration Souncil, appoinied by and atTached to MPT. This councill
waz created on Ogtoeber 1, 1982, Dy rcabinet ortdeT and is compused of

Some tWenty prominent citizens appointed for TWa-year tertms Ly the
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Miaister of Fosts and Telecemmunicatonsz. Prier to 1985 there weTa
no foreign members nort any with a foreign insritutional c&nnectiun,al

keedless to say., the few alert Americans chavged with watching
such developments Wwere 00T pleased by wWhal They =zaw. MITI, tag,
thowught that maybe MPT Wwas beiag a little uwnsubile in these arrcanpge-—
ments and belieyed that it might embarrass its rival politically.
MFT secmed determined $a humiliate Frime Minister HNakasone, wha 1in
kis January 1985 meeting with Fresident Reagan had specifically
promised te get Tid of these kinds of pon-tariff bartiersz to trade
in the telecommunications field. The Ameticans charged the Japanese
with wiolating the GATT code on standards, which Japan signed in
1279 and which came into effect on Januaty 1. 1980, This rode =iates
{art. 2.1} that the "parties shall epzure thaT teehnical zTegulations
and standards &T¢ Nt propared, adbpted, oT applied with & view to
Creating abstacles To inTernational tradﬂ."ﬁz 3ince the law sctting
up Japan's new system for telecommunications had already.been passed,
MFT claimed that it emould mat do anvthing abour That. Faorterest
Therefare turned te how MPT would implement the law through its
mwinisterial oTdinances. Beagan sent his aide Gasten Sigur te ITokyo
te plead with Jakasene for some improvement in Japanese-American
trade in telecommunicztions products, Which tThea ztood at 10 to 1
in Tapan's fawer. MPT"2 apmever to this prassure was to produce
petitiens from consumers' grouns saving that the Americamns were
trying te seéll Japan ielevision sets one could ot see and tele-

g3

phones ope gcould oof propecly hedr.

A patt of the problem 1s that in Japan standartds=soTfting and

Praduct-eercification are a goveramental Tespoansibility, whereas
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in AmeTica they are largely left Tto the insurance companies and

theit Underwriters' Ladaratories,. Japanese coOsSumers by no means
believe that in enfercing higd standazds thelt governmentr is acting
to restrict trade or vialate intersnatiogal agreceminrs. They think
that foreigners should meet Japawese standards of guality and peT=-
formance, jusT as Japanese MUst meet America’s admittedly less
stringent standards. Nonetheless, MPFT determined that it could

noet win this attle, and vwhile Teifalning its apparatus of a2 founda-~
tion and a deliberation counmcil, began t¢ comprTomise. In acgotiations
between vire-minister Keyama and wundeTrTsceTetaty of commerce Lional
Timer, EKoyama startted progressively to lower the number and stTin-
gency aof MFT=setr standards. He alsc agreed To add two memhers To

the Telecommunicatiens Beliberation Council fram fareign-connecied
firtms in Japan and to appoint axperts from ATAT Iarernational, Kippan
Fhilips, IEY Japan, Nippon UNIVAC, Fuji Xerox. avd dippon Motorsla

to its beard of technigal advisers.aa The Americans declated Them-
selves Lo be satisfied even theugh HITI charged, praobably accurately,
that these HPT concessions vwere oaly cosmetic.

Frotecting fomputer Programs

The Battls oveET PTAOTECLLINE cdmputer programs was coafusing to
foreigners becausc MITI, whiech they had begum Te think of as “"libertal,™
came deoeuwn havd an the preotectionist side;  snd MPT zdvocated what
might apoeatr at first glance as the tree trazde so_utiern. OF couTse
N8lintT ministry is pTotecTtienist o liwrral; eaczh of =neir pesitions
chanpes in Zoocordainse WiTh The dictates of the buorezucratic sirtugsle
for surviwvzl. Camputer softWaize was prebably MITI's hest oppactunity

to make real inrcads against MPT, and the facT that 11 LosT tThis
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battle Was praobaply irs most hitter defeat- MITI was @also highly
scelf-righteous about software, bBelieving that NIT engineers did
not understand how important it was tg the future of the Japanese
computer industry-SE Tt is trTee That net waTtil Aprtil 15785 diq
HTT's Televommunications lLaboratoery se1 up a4 unit devored e¥Xclusively
to seftware proguction—-the SaftwaTe Productian Technicai Hessarch
laboratery (Sefutouea Seiszan Gijutsu Lenkyuic}, lecated in Yokosuka.

A backgreound to the software battle, onc must Tecail the 1%52
industrial ezpienage sScandal in whigh Hizathi was caught red-banded
ip Lalifernia trying To =steal the operating secrets of a2 new THM
computer. As detdils of the gase uanfoelded, MITI and the Japinese
pueblic became palofully aware that the softWHate and apeTATInpg =ystems
in Hitachi and Fujitsu computets werTe basically copies of IBM pro-
cucts, for which Hitachi and Fujiltsu subsequeantly apreed to pay IAM
millions of dollars. The scandal tvoevealed Japan's weakness in
saoftware, compared with the Lnited Srates; and it alst made clear
thart by building IBM-compatible machines, Japanese firms were heing
tempted inte industrial espionage against IBH. Tar too much time
Was being spent in Japaneze laboeratories oo “reverse ¢ngineecing,™
that 18, Taking apart someonsa else's product to find out baow it
WoTHs, instead aof on independent devwelopment of new products. MITI'=
pozition on softwave Thus reflectied its coniero to acqWiTte legally
The =saftware that Japaa needed ftem abroad and ta zveid a4 rfegetitioh
aof Hitechi"s aumilisation.

Uazil Japuary i, l9B6, there was no wtatecticn in Japac feor
CopplTer sottware; and ferceifn proframs Were routioely pirated

and Tented or seld to persenal computer owners.  In eatly LEEDL,
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the Cultural Affairs Agency {Bunka-che) of the Ministry of Fducation,
which i3 legally responsible for administering Japan's copyright law,
asked i1s Copyright Delideration Coungil {Chosakuken Shimgikai), an
advisory body of twenty leaders from the book, fila, recording, and
university weorlds, to logk into rthe marTtay. The council praposed
that Japan protect compdrer Sovitware by copyrighting it, meaning
that for szome fifty years the authors of computer pPrepTams could
Takes legal actiomn against unautherized cepying. Such prorTcction is
poverful but alsc rather narrow. As Edwin Whatley notes, "Copyright
pretents only the form in which a work is expressed vather than the
ideas orf concepts which it embodies. Thus, copyright cffers strtong
protection primaTtily against direct eoaprying of a woerk and none againcst
Works emplorying the same Conceprs, 54 long as they arte expressead in
a sufficliently different manner.“315
The opposite of fopyright is protection throwgh a patesn, which
covers both the fourm and the concepts involwed in a2 work But which,
being wmere comprehensive, is offered for a muech sShorter period of
time. MITI, which viewed the protection issue from the point af view

o¢f Japan's computer makers, adveocarted patent protection {at fiTssg

7

oo

for 140 years but extended te 15 in the wministry's draft lau).
This zpproach was itself contToversial, since the United States
Protects CoMPUICT programs wunder the copyrlght laws: but it was
what MITI Turther prapescd that zet off a stoTm of protests. MITI's
3311 stipulated that anyone coald use a Profram 5o PoGE Ak 4 fee

wai paid; and in cases where the parties could not agres an the
feo, a MITI-appointed panel of sxoeTts would ar9itrate and et one.

Mest importani, MITI's proposed law furthetT TeguiTed Zhat The halders
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of software paTents license their opecating sy¥stems to JRpancse
compurer manufacturers, again for an athitrated fee if the Two
partie= fatled I9 agrTee.

In sarly 1%584, MITI znd the Cultural Affairs AgencyY unveiled
theit respecTive draft laws, secting off what was probably the
nastiest fire fight ia the Telecom warTs. The United States and
1EH backed the Cultural Affairs Agency, although I1BM-Japan did sa
more guietly since it would still have to work in JFapan however
this issue was deeided. TFujitsu and the other makers of L1EM-
compatible computers strongly Tavered MITI*s position. Ther freatved
that under cop¥right IBHM would pgain eXceptienal rights in Japano,
uhereas IEM feared zhat MITI wss TLYing to continue its old poligy
of the early 1%60:s of forcimg IBM 1o license its patent rights tg
Japanese 28 Tthe price ¢f being allowed to do Business in Japan.
Some press obseTtvers, ¥Whe rewmembered The IBM sting aperatien against
Hitachi in California, thowght that HITI was merely trying Lo geot
Vi, In February 1%84, while locked in barttle with HITI evwer the
VAK law, MPT alse entered the fray. ztitongly endoTsing the Cultural
Affajivs Agency's bill,

MITI wa= eventually defeated. dmearican pressuare helped the
Cultural Affaits 4gency and MPT. The d.%. Congress introduced teci-
procity legislation T¢ stap sales ia the American matket of the
products of countrises that failed to protect American Lmntellectual
preperiy rights. Tte AmeTicans also pointec out that i1a UDEESSD the
Japune=se pave flways EtToRgly oppos=ed all regquests by Thizd kWorld
natiecs for the campulsoTy licensing of peTonts. Io Apri? 19485,

toe LIP fiaallr taghk the Culturail Affairs Agency's draft, modified
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samevwhat tp Teilect MITI's cowncezns, Ta the Diet, wvhett it was
passed on June 7 and ecame inte effect on Januarcy L, 1956. The

law fives coP¥Tighl protection g <¢omputler programs, defined as
“"arratigcments &f commands o make cteomputers fwunction aod to obraio
functioning resvlts,” for fifty years.

Gatellites and %pace Lommunications Falicy

On Febrwvary 4, 1982, JTapan launched fts first commercial com-
munjications zatellite at a cosT some thTee Times gTeater Than similar
or more effective satellites that could be purchased in The United
States. The project was under the directian of the Science and
Terhnology Agency¥, attached f¢ the prime mimister's office, and
sTrengly backed by Keidamren. Az the single most pewerful azsocia-
tian in the ¢countty For cisressing the views of bhip business,
Feidanten nmirrered the divisions Wwithin the telecommunications
incdustry over satellites. Its twuo main Leaders, kaoswn a= the "“tuo
Eobayishis,"™ were the chairtmen of The two leacing WLT “family” firms.
First was Egbayashi Taiyu, chairman of Fujitsu, who heaced Eeidanren's
comoittes on datz procesziong and lfavored bwying Japan's satellites
abroad. Second was Kobayashi Koji. chaitman ef NEC, who headed
Eeidanren's 3pace 4sectivities Fromotiom Counciil and fazwored tho
national productien of communicariens satellites. Whem in July
1383, ¥obayashl Koeji's committee recommended The natioaal develop-
ment af latege (two Te faur ton) communications sarellites Tatharw
Lhan buying Them from the D.5., Japan's satellitc pregram becaoe
4 s¢Tious issue in Japanese-gmacican trade [Tiction and a skirmish
iz the telecom WaTsH.

Therte 15 no coubt That Japan's declision To build cammunicaTions
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satellites with public maney is an unambiguous example af tarTgertinog
and of 1industtlial palicy¥- The Japanese poveToament tefused ¢ven tao
with The U.5.

discuszfthe possibility of Yuying bBetter and cheaper satellites
from abrroad, saying thatl 1t was g matter of natignal scocuarity,
even thewgh Eeidanrern had already wade clesr that Japan iatended
Ta starl eXpoTrsting them to Worth Ameriga and Western tuTope by the
15490z. Given that Japan's share of inp6TLs in the U.5. caomestic
market for telecommunicatiens preoducts had grown from 3 pertcent in
1278 t¢ 11 percent in 1983 anmd that £wlly 2 third of Japan's total
production was exparted., The Americans woTe cutraged. A5 one of
Them put it:

Imagine that seven or eight ¥ears ago, just befere the

wideo tape revorder itndustivy reached takeoflf position, 1F

5ony had came to the U.5. with its first VIR machine and

we had said to Thems "Sorry, Sony. It"s true Wwe dom't
produce <his tyvpe of product inm the D.5., but our technicians
are workiling on it. In fact, w& hwpe to e able 1o satisfy

Yur own domestitc Markert in another four or five years so

¥our applicatiaen for anm itopott permit is rejected. ™ . .

Thiz is5 estentially what has happened to the sale of Americgan
comeunicdticons Sa&tellite=s in Japan. In fagct, 1t 1x the
staied poliecy of Japan not to buy advanced technolegy pra-
dfuced abroad until Jaypanese produsTs are Eumpptitive.aa
American pTessuTe om Japan and on Keidonren ultimately foreoed The
Eogverament to modify it3 9asiticn. I1 romtinues To prohilit suales

of foreign gSatwellites 0 gouvarnment agtocies botr mo lebger prohibits

Japaarse givilians fram buying Them. Konetheless, whenon in 1985 twg
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consortia of big trading companics, Mitsui Tradimg anc Ite Cha
@n the ome hand and Mitsubizhi Tracding and Mitsubishi Elactric
an the other, appilsd to become ¢lass I telecommunications carTlers,
MPET Tefuxed to aiilccate frequencies to Hughes Aircrafs 0% any other
American satellites that they proposed toe buy. The ministry ulti-
mately hacked down only when Keidanren Teversed itszelf and decided
to join one o2f the satellire conseTtia that were being formed.
Meanwhile, MITI was being made nervous by these golngs on.
It criticized MFT and the Science 20d Technology Agency for conrvi-
buting to trade friction, but it also szet up its own interaal
advisory gTgal. called the "Space Utilization Research and Examination
Coomittee."™ The purpose of the commitree is5 to helpy HITI try tao
taka over zpacte development from the Science and Technelogy Agcncy
gnd to shift the emphasis in Japan's Space progTam from science to
industry. The Japanese government ¢vanllinues to worTk to develiop o
naticnal gcommunications satellite capacity, and one suSpecis Lhat
MIT! is merely EeTtting Teddy Tto acEume jurisdicrimn when the nation
5TaTts exXporring.

Tcletopias and Kew Mediz Communities

Fobody of course really knows what the "informaticnized" sacisety
of the future wilil look lixe, but the Japanesc aTre Taking no changes.
It 15 possiple that telesommunications will Teguire an lnvesiment
in facilirties and infrasrtrucrture 2qual o the investment 1o ctailroads
in the latre 15th century. During 984, RTT Wwas alrezdy usiap figures
of frem ¥393 to ¥1l4% triZlion for its INS {Informarion Hetwork Srstem)
aladne. Towpns and prefeq¢fures cortainly wanted o make SUeTe That

theiT localities werte ineluded in whichever ministrTy's plan becanme
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aarisnal policy. For thi=s reazon rthe Dier Members® League for
¥ew Media. created ia the autumn of 1%83 by Yanemaru 5hin aod Sato
Mot iyoshi {beotha helong to the Tanmaka factieon)} iommediately arttracted
some 2204 members.ﬂg
MITI was the first te alr its prapssal. Oo July 26, 1983, 11
unveiled 4 plan to build some egleven flater cut te eighi) "nmew
media communities,” That ig, todwns argund the country designazed
as test gsites for digitalized. multl-media networks and mew aquip-

Mment. {Haote that both MITI and MPT wuse Emglish to maTket TheliT

ﬁffering&——nla medla keamyuniti is MITI's tercom and Teretopia is MET"s5.

Japanese cemmonly use Englich as gue language ©f fashilom and adwver-
ri=gding, just a3 Freach iz used in English=-speaking countries. )
HITI justified irts cholee of specific communities in teTms of Ttheir
diversity-——Textile regians., higk tech areas, rTesorts, d#nd so forin--
but it also teok care to include Wagaska, the capital ciiy ef
Tanzka Kakue{i's district in Kiigara prefecture.gﬂ

KPT was astounded by this MITI asnoeumcemenI, and Telacommunica-
tions Bureaun chief KoYama Scurried to the postal zoku Tte complain
Lhat HMITI was infringing oo its turf. The zoku told him to specd
up his a%m antbouncement, and ino August MFT duly pubilished fts list
of zome tuenty cities it planoed to designatne as Telefopias. This
meant that FTT wowld install in them itsx adwanced I¥5S sysTem and
supply them with its neaw CAFTAIN {*character and patteyn telephone
access jnformaticl metwork™) videgortext telephones. Helther IKS nar
CAFILTH waz as yet availanle in the semmer of 1982--full-scale
Testing began ooly 1n Movember 1524 3T Mitaka, a Scbuth of Taxkyuw

adjacent To the main HTT laberatgry--and many thought that APT s
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first annmouncemenT Was Merely designed to head of £ MITI. Qoneth e
iess, Since MPFT has NTT om its side, Lt could probably deliver gn
its plans soconer than MITI, and cities all over the country began
petiticning theit Dist members to EeT themselves included as future
Teletopias.: -

In late 1984, MITI and MFT bortn sent to =he LDP bB1ills that
woultl provicge funads To Luild the new media communities and tele-
topias. Thery also flocded the press with propaganda about the
wonders of the informatipnized seciety of the furture. The parTty,
howaver, scrapped both bills simply because they Here too eXpensive
(MITI"s actually passed bdut in a3 watered dewn wversiopn that provided
vnly 3mall-scale funding te test the collaborative use of computers
in industries). HMeanwhile, the Hinistry <f Construction decided
tha: boath MITI and HPT were infringiang on its jurisdiction ang
produced its own Bill T0 bBuild nev telecommunicasicns netwsThks
aleang the 2ticmzl highuwars. Hot te be putdone, in Hovember 1984,
the Ministry of Transportation got interested in laying optigal
fivre cables along the JME right-of-ways and geing inro business
as a ¢lasz ] common carvier in competition with FTT and other ned
entries.

45 a resulty 9% this bureaucratic free-for=all, the parCty
hedged for mere than a2 year. During this Time MOT made clear To
the politicians that they certainly could mot afford alt four
Rinistries' proposals and very probebly cowld net afferd any of
Them. Finally, on February 28, 1984, the Naksseone cabiner aportoved
a coMprumis=e bill. ome thar incorporated the LD2's newly discovered

concept of “vwaitalilty.™ BaitaTirtedl, an example of Japanese-creatod
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English that deoes nof exist in English (so-called wasei cigeld,
does not mean “"wirtalitey™ ia Japanese but rather governmental incen-
Ttives for private sector lanlitiatives. It is 2 <code word for leaving
a pubiic mattsr to the private s=ctoTrT,. as for <oxample in the LDOF
Executive Council Tepert of July 16, 1985: "The stimulation of
domestic demand by actively promuting private witality which is
nut dependent on governmeni spancing is the best pelicy to be
adﬂpted."gz A5 BEomald 9Oore onote=s, "the [JEFEHEEE] language lepnds
it=zelf tao pompous neglogisms” (he had “informationized society™
in mipnd), and witality is cevrtainiy once of them,ga

The cabinet propesal of February 1I%836 combines the infrastouecuse
plans af =211 four Ministries. It nffer=s a 13 pe-cent special invest-
ment t&x crediT in the first year to private fitms thet come in on
designated prajects, and it also exempts them ffom areperrty aod land
gales taxes. Additional fundineg is provided by concessienary loans
from The Japam Development Bank, a government agency that invests
postal savings through the Fiscal JInvestment and Loan Fregram. The
areas designated for iovestment ace: 1) faeilivie=s for high tech
research and dewvelopment and for training techmicians; 2) telecom-
municaticors infrastructure [(MPT); 2) information-oriented-sogcisty
itnfrastrusture (MITI}; 4} facilitiecs for itelecommunicazions RED
far joiat use oy public and private emterorises; a) facilities for
international fairts and rconfercnces; and &) projecis ta upgrade
harbors and port tl'_"l:‘mi.ﬂi.‘L'ls,'E”:I Thus, in the telaetopias case, the patIy
gecms temporarily to nave solved interministerial cenflict ThTouph an
aomnibu=s pathk partel Bill that gives somezninge ta cvervaoody.

Yromopling Telecammonicatians Eosearteh

The centerpiece of MITI's pelicy for fiseal 1985 was 5 new
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agene¥ uUnder its copntrol te ptomote and help finance the high-
technolegy industries of the future—-specifically, Telcocommunica-
tiens, new gcoramies, bBilotechmnalgg¥. and microelectronics. if MITI
could occupy The bhigh ground of high tech R&D, it had a good chance
af ushering in its until thep elusive “thivtd golden age-" In ordetT
Td get such 4 AeW agency approved bB¥Y the Budget Bureaw of tThe Min-
istry of Finance and the General Affairs 4Lgency of the prime minis-
tec's ¢gffice, hewever, 1t had te do twe things. Tt wad o find an
fdgency under L1ts gontrol to abemlish hefore the General affairs Agency
would allaw a new ane to be preated; and it had to find am =ff-
budget way of financing its new preoject, glven The geneTally flat
budgets &f the mid-19B0s imposed by MOF and Prime Minister Jakazone.
Toe meet the fitst Tequitement, MITI offered up for sacrifice irs
old Forecign Trade Training Imstitute (this being one arca in which
Japanese assuredly do not need furtaer education); and it proposed
to fund the new aponey through iodW-interest loans from the Japan
Development Bidnk and through "private witality.™

Az it turmed out, MPT alsg wanted to fund a4 ned organ to fagili-
tate telecopmunications research. HWith the privarization of HTT,
The government's major telecom research ipsTtitutes had passed inte
Private industTy¥:; and MPT oeeded some Hind of public agengy to
fund and kegp 2live the Tesparch carttels of the NTT "family"” fFirms.
MPT did net bawve the required agendy to sacrifice in otder teo create
8 pew one, but it had somethiag just as vwaluanlo--lots of money.
MPT 2éelircvwed *hat i1 controlled fhe dividends an ane=third of HTT" =
shares, aad 1T 0oY propaosed To vse these tunds to Fimaace Joint

public-private telecommuaicatians Tescarch.
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Unhappily for MPT, the Ministry of finance took the wisw that
“at a time &I pgreat stress 19 natioenal finance, 1o leave & TthirTd
of the KIT shares--which iIs the Jjeint propevrty of the people—-under

w3 Insteasd, HOF

the manapoly of & single mini=z=tTy is scandalous.
proposed, in cooperation with MITI, te revive the almost maribund
I'ndustrial Investment Special Ascount with RTT dividends, plus funds
devived from the privatization of the gOYernmant's tolacco Monopaly.
The ITpdustiriazl Investmeht Special ACcOUnT Was an uncoanselidated,
parmarkeet account daring frem the 195035 and eatly 196%s, when it
was used as an instrument of industrial policy. Its fTunds nad not
beea replenished for many ¥eats, howewer, when HMOF and MITI ucged
rteviviog it te fuad 4"iph-tegch Tesearen. Heedleszs ta say, This
propusal Would have rewevec HMFT frem baving any contrel osver the
FFT dividends, since all speaial accounts are under MOF's Jurisdiction.
This thtee-@inistry dispute went To Tthe LDP faor arpitrartien.
Farty secreidrr peneral Kanemarv devised a solution attd Theu =ecld
it to his own faciion {i.e., Tanaka's), which ensured its passage in
the Diet. ¥Y¥apnemaru accepied MOF's finamcing formula. He proposed
that the mew Basic Technoloegical Eeseavch Premeotion Center fKiban
Gijur=su Kﬂnk?ﬁ Sokushin Stntaj be supplied With start—-up capital
ftom thtesae socurces. First, 2t weuld receive ¥§ billion from the
Industrtial Investoent Special Account,. which would irseif be Testorod
to 1ife in the manner MHIF had proposced. Second, it wanld accept a
¥3 viliian loan frem tne Japan Leveloanent bBank. Third, The private
jestar Woulc foalcitute Some ¥4.5% to 5 billian. In adgitlion, wWaaae-
Mmalfu autherTized the neW <cenlfer to gredald jolo: tesearch projects

¥ith tWe OFf meTe private companies, for which an addirtiaonal ¥2
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bittion aof woerking rcapizazl would be supplicd from the [adustrial
Investwent Special Accouns. Finally, he gave the copter still
another ¥2 Yilliom from the Industrial Investment Special Acgount
for research loaRs To private Litms for risky projects (they do
noet Lave to repa¥ the Locans if the projects fail)., WIT dividends
shouid amount To At least ¥20 Billion per annum, which 18 more than
enough to fund zll of these subaceounts and =till buwild up the
special acceunt for the future.

Since MITI was supplying the sacrificial agency and MPT (in-
directly) the meney, Kanemaru £ave them both jurisdiestion in agmin-
isrering the new ceuter,. Thi=z= deg¢ision produgsed one of the glascic
crneounters of the telecom wars. ©On Jecember 1&, 1984, 1n MOF's
FPress clul room @n the second floer of the HOF bwilding., HITE
Minister Murata end ¥PT Minister %ato gathered far a pregs confer-
ence’ They had just complered fimal negotiations cver the Tiscal
1985 budget with Fimance Minister Takeshita., in waoich the main iszsue
was MOF's approval of the Basic Technolopgical Researech Fromotion
CentgT. Murata 2poned: “With regard T the gcepnter, it has been
daegided that borh the Ministryof Intermational Trade &nd Industrs
and the Ministry of Posts and Telecommunications will Be inwvoliwved,
but HKITI &3il1 take the upper hand.* Satao Then stepped fortward,
intertypred, and said, "This project is absclutely undes the joinrt

jurisdiction aof boTh HMITI apnd MPT. MITI i5 noil playing any leading

9 -
Tole.’ she peXt day avery newspaper 1in The counticy CepeTTed the
"blood foeuwd™ bhetween MITI and MFT. Tneidentally, Murata and Sateo
are ciose friends: Thery werTe DotTh boro in L9248, Loth gradwatcd frvom

the law cepartment of Kyore University, both served s buresucrass



before eotering poelitics, amd boia werTe Tirsrt elected in 1%69.

The Basie Te#chnology BResearch Facilitatiopn Law, setting up and
funding the center, passed the Dict on June 15, 1%55. Becawse The
center wags paktly fTunded by the private secrter and was thus ao
example of "vitality,™ the government insisted that its chalrman
had o be @ rivilian. [t asked the wvenerable president of ¥eidanren,
Inayama Yoshihito, BY yeares old im 19835 and an officizl in HITI's
predecessor minis=trcy during the 1%30s, to find ope. He first asked
Iwata YXazue, the farmer chairman of Téshiha, but MPT Tejecrted him
for being “to¢ ctlose to MITI.™ Inayama then fTied Shinda Sadzkazu,
chairman <f Mitsubishi Electric, but EITT turned him down as 2
"memher of the RYT family.* Inayama finally wept to Hiraiwa Gaisni,
the rospected chalrtman of Tokyo Electric Pouwer, anmd when he declined,
decided to take The post himself.g?

Gerving under Irnayama are the chosen agentz from the threo
concerned ministries. The chairmah of the board is Sgita Taichi
(MIT] 1%45-1975), whoese last posiiien in the pgovernmment was as
directoer of the Mediaowm ang 5Smaller Entertpriscs Agency. Manzging
Hitector is Kaolzuml Tadayuki {MOF 19428-19B1), whesze last positian
in the Finance Hinistry was ag ehief of the Customs Department in
the FNaticnal Tax Agencry. Deputy Maznaging DiTecter is Takanaka Masaru,
former head of MPET's Postal Savings Bureaa. In his indupgurel
TEmarks To his colleagues when 1he <éenter apened pn QeTober T, 1945,
5aito saic, "sltheveth thiszs is a moTtléey group drawn from soed divasse
sauTeces as M-TII, MPT, and MOT, and the private seclor, WO Must oot
fall inmze fifurray bot hang togetherT 25 ong apd try te adwvanoee T

cause owf research inm basic technolZopr. We must fortgpetr wWhe oor
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parents are anrl just wortk tegether.™

50 was launched Japan'"s latest bureapctatic effort to achieve
Scieﬁtific and technologice]l Preeminepnce in The industTries of the
future. The neaw CELTET Was given a3 bilg send-off om Julr 2%, LRES,
at the FNew Orani Hetel, Tokyo. Chatrman Inavama bTought cut same
53 “Eaikai all stars™ to pleadge their suppertt, incloding KTIT presi-
Sept Shiata, Ishihara Takashi of the Japan Automobile IndustTy
feggciaticon, Hagwta Kobuya of the Hational Benking Asseclation,
and MeTita aAkic of the Japap Electrenic Machinery Assocization {and
heag¢ of Sony}. The eeénter is a typical JaPasaese hvbrid: the
preduct of burealueratic competition, funded frem pubiic bdut not
tax menies, and incerporating private secteTr supervisicon and par-
Ticipation. And ¥eT it is alsoe likely to 9c more effective Than
anything Japan's competitoTs Hill-put Togather.

Lopclusion

s the tolecoo wars amply demonstrated. lobbying 15 a comman
QCCUTTENCe in Japanese public life. Duritg 1984, at the height of
the hattles over ¥AHs and the privatizarten aof HTT, rTepresentatives
of domestic computer manufagrurers paid virzually daily calls on
the leading postal EEEE'gg Hitachi, Toshiba, Mitsubisni Flegtric,
4nd Matsushita al¢ the faourtk, fifth, seventh. and eighth largest
pulitical donors ia the cowuntTy (first, second, third, and sixth
are Nizsdan, Japath Steel, Mitsubishi Heavy I[ndustries, aod Jumitomao
Bacx . Je other iodustty has 45 many conplTilbutors of fwods to the
LDP ia the top 10 as the elextTical manufacturets.luu

Hiet do the ctases af policy-making in the telecommunications

industry that we have Touched on bhetvse suppesT about the knowleodge
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needed by g potson wheo wants to labby¥ the Japinese government?
First, the potential 1ebbyist Wust know ohich miaistry OF ministries
has jurisgiction ewver bils o7 hetv problem z=nd then f£ind out every-
1hing it is poEsible to kKnow abaout that orpanizatiopn, including

its history, petsoonel <licues, posST-retireRent patterns., scandals,
and se forth. This is precisely the kind gf information Tthat any
Japanese manufacturer or marketing organization compiles all the
time. The major Japanese daily neWwspapers, for exaople, Toutinely
print on page two detalils of personnel shifts Wwithin the @inistries
ant agencies of the central government. It Weold be ultheard of to

read such infeormation in the Wew Y¥York Tiwmes or the Washington Past

an., Say¥, the lepartment o2f Commer<ce. but ip Tokyo it 15 important
news. The Japanese press Teports on who is in ¢harge of whas sectien
throughoutr the Jaipanese executive brIanech pecause its TeadoTls nean

and want tThat informztisn.

Second, the potenvial lobbyist should have an iatimate uvnder-
standing of the organizaticn and persanadei of the Libheral Democratic
farty and keep up to date an 2oku and their acriviiies. It t5s
chvious that unti] 1985 Tamaka Kakuel war the siapgle most uvseful
FEC52N in Fapante try T0 influence. Tt is 2lso ohvious that asz 4
cobsequence <¢f the Lockheed gpase and the way in whiech 1t was mads
publie by a committee of the D.5, Senate, Tdnaka wge mat open to
afpeals from AmeTican sOUTCEsS. But as a result of sefious illness,
his political life 15 now owver. Therte will pTobably met apaic soon
be & Jasmanmese Bolitigian az powericl and as cffective a5 Tanaka.
but Lhis only mMezns Thait pETCEans interested in what the Jzpanceano
government may decicde canngt aZford 1o neglecl any LIBF facrioen ot

graup af =zZggu.
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Information on Japanese politics is not hatd to dcquire.
Offictal, arcademic, and journalistic writitog on Japaness public
affajrs i= wvolumimous; and Japanese officials dv noi minog being
interviewed. Like afficiais everyuhero, SCCTecy 1% Their most
pewerftul weapen, but they also hope To learh as @wuch frow a good
interview as they put out. The problem is That to keep up wWith
w¥hat 15 gelng on in Japan, the analyst must be on the ground in
Toekyo——just as the loabbyist wf the V.5, pfovernment omust be 1n daily
touch with Washingten, D.{. Thete 15 oo substlitute far on-site
data collection, cenversation, interviews, and analyvysis. Business-
men, government afficials, and other fareigners Wha Want To get
ovel Theilir messdage in Japan and whe do not bhave their own agenss
in Tokyo would be «all adwviszed to abandon the effort. A4 shoTt
trip by, for example, & U.35. gﬁvefnment officlal &r congressman
vill B2 oot only tneffective butr gernuinely misleading, since ithe
Japanese are skilled in letting forelgners think they bave actually
accomplicshed something. Attempting to influence Japan requires
proefessional devels of linguistie and area studies Kneowledge. It
s high time that fereign natiens that are dissatisfied with Japancse
governmental policies began Tteé match their rthetaric with some ox-

PEELice.
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