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(1)  EDITORIAL:  NTT interconnection charge issue forcing consolidation of competitive market





NIHON KEIZAI  (Page 2)  (Full)


January 26, 2000





	The issue of interconnection fees Nippon Telegram and Telephone Corporation (NTT) levies on other telecom carriers is now deadlocked.  Since the root of the problem is deep, it will sooner or later become necessary to discuss the basic framework of the Government's communications policy line.





	When domestic and foreign carriers that render long-distance and international communications services connect corporate and household subscribers with their own long-distance or international networks, in almost all cases they have to do so by using the communications lines of NTT's eastern and western regional units.  Those telecom carriers have long criticized that such fees charged by NTT are much higher than the level of Europe and the U.S.  The U.S. Government has intensified its request since last year.





	The U.S. request is based on the position that the NTT access fees prove to be a barrier to foreign firms wishing to render intra-city service, and that this situation in turn is undercutting efforts to revitalize Japan.  The matter has developed into an unusual situation: even U.S. Treasury Secretary Summers made a representation to Prime Minister Obuchi when he visited Japan.





	The standoff between the two countries is ostensibly centered on differences in the proposed reduction rates.  The Ministry of Posts and Telecommunications (MPT) and NTT have come up with a plan to lower such fees by 22.5 percent over a period of four years, while the U.S. is calling for a 40 percent cut before the end of the year.  NTT maintains that in order to bring the proposed reduction rate closer to the level requested by the U.S. it would be necessary to raise the basic rate applied to domestic fees.





	In any case, NTT's concession will become absolutely necessary in the future.  One reason it no longer can be avoided is that the problem has now turned into a political issue.  In addition, this problem symbolizes the distorted shape of Japan's communications market.





	When the telecom market was liberalized, it was anticipated that NTT and the New Common Carriers (NCCS) would stage fierce competition.  But that did not happen.





	NTT still overwhelmingly dominates the market.  Under such circumstances, the NCCS pay 40 percent of their total income to NTT as interconnection fees.





	The fees paid by those carriers are supporting NTT's business.  The ratio of NTT's income from the payment of interconnection fees to its consolidated sales reaches 20 percent.  As long as the figures are viewed, it is most desirable for NTT if the NCCS and foreign carriers to keep paying access fees to it, instead of becoming its rivals or going bankrupt.





	NTT claims, "Our business will not pay if we cut the interconnection fees as sharply as the U.S. requests."  However, NTT has not publicized sufficient management information that warrants such a position that "NTT is already operating in a competitive market." The real state of the market is that it is far from reaching the stage of fair competition.





	Economic costs as a result of the distorted environment have to be shouldered by the people in the end.  What is essential is not to dodge the U.S. request but to bring about fair competition in Japan's telecommunications market.  As a first step for that, NTT should make sure that it fully discloses information on its management.  That is the precondition for it to get through this difficult phase, garnering support from the people.
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(2)  All sorts of speculations afoot over timing of Lower House dissolution; Becoming successor to Obuchi a major goal





YOMIURI (Page 5)  (Full)


January 26, 2000





	Since the Lower House must be dissolved this year and a general election called, rumors are flying about the ruling and opposition camps about the possible timing of the dissolution.  Behind the scene, various shrewd calculations are in play regarding preparing for the next election, Diet tactics, and a strategy to become successor to Prime Minister Obuchi.





	Prime Minister Obuchi has decided not to carry out the next general election until after the July Okinawa Summit (Summit Conference of the Group of Eight major nations).  At the same time, he has commented to his aides: "I will carry out a dissolution even if that would create a political vacuum."





	Former secretary general Tamisuke Watanabe, head of the Obuchi faction in the Liberal Democratic Party (LDP), has pointed to the possibility of dissolution early in the current Diet session.  Late on Jan. 19, a meeting was held between senior Obuchi faction members and Chief Cabinet Secretary Aoki.  In the session, many urged him not to trumpet "dissolution after the Summit."  Seemingly, Watanuki made the above comment in the wake of such developments.





	Meanwhile, aware of the Prime Minister's special sentiments toward Okinawa, Deputy Secretary General Hiromu Nonaka has repeatedly indicated that dissolution should occur after the Summit.  Solidifying the current coalition arrangement among the LDP, Jiyuto (Liberal Democratic Party) and New Komeito is a priority for Nonaka.





	Time and again, former secretary general Koichi Kato and former policy research council chairman Taku Yamasaki voiced their opinions critical of the LDP's current arrangement with the Jiyuto and New Komeito.  They are, however, split over the timeframe for dissolution.  Kato deems dissolution will not occur until after the Summit because the LDP will undoubtedly suffer a crushing defeat under the present conditions.  Additionally, there is this opinion in the Kato faction: "An election before the Summit would cause turmoil, and it is not desirable to seek the helm of government under such circumstances."





	Yamasaki, on the other hand, is in favor of early dissolution.  The reason is because he believes that the Administration should switch its policy direction to fiscal reconstruction and that the Prime Minister should dissolve the Lower House before being driven to a tight corner.





	As for the Eto-Kamei faction, such members as Policy Research Council Chairman Kamei and Upper House Dietmen's Caucus Chairman Murakami are in favor of dissolution after the Summit.  In contrast, former prime minister Nakasone is calling for dissolution before the Summit.  Some LDP members deem that such discrepancy comes from a difference in opinions between Kamei, who wants to materialize an LDP-Jiyuto merger before the next election, and Nakasone, who thinks the merger can wait until after the election.





	After the Summit is also appealing to New Komeito leader Kanzaki in that such would allow the party to achieve visible accomplishment as a member of the coalition.  A view is now being heard in the Jiyuto that if the party is to leave the ruling coalition, early dissolution would be desirable (member close to Ozawa).





	As for the Minshuto (Democratic Party of Japan), President Hatoyama and Secretary General Hata have been calling for early dissolution.  On the other hand, Deputy Secretary General Hiroshi Kumagai on a television program on Jan. 21 indicated that dissolution would occur after the budget passes the Diet.








Dissolution before fiscal 2000 budget clears Diet�
�



?  Minshuto Secretary General Tsutomu Hata:  What the Prime Minister should do early in the current Diet session is to dissolve the Lower House.  It is important for the Prime Minister to seek the people's judgement and for a new administration that won the confidence of the people to handle the budget. (in a press conference on Jan. 24 in the Diet building)





?  LDP Obuchi faction head Tamisuke Watanuki:  The Minshuto, together with the Japan Communist Party (JCP), is trying to halt the Diet.  If the Diet does not move forward next week, I think dissolution will occur. (in a speech on Jan. 22 in Tokushima City)





?  Minshuto President Yukio Hatoyama:  The Prime Minister should create an opportunity as early as possible to seek the people's judgment on the LDP-Jiyuto-New Komeito coalition.  We will endeavor to force the Prime Minister into early dissolution. (on Diet Television on Jan. 19).





?  JCP Head of the Secretariat Kazuo Shii:  The Administration is marching toward a dead-end.  We will buckle down to press the Prime Minister harder for early dissolution. (in Central Committee executive meeting at party headquarters on Jan. 13)








�



Dissolution after fiscal 2000 budget clears Diet�
�



?  LDP Secretary General Yoshiro Mori:  (Immediately after Diet approval of the fiscal 2000 budget) would be one chance only if the Prime Minister can conclude that a short political vacuum won't be too damaging to the economic trend. (in a speech on Jan. 16 in Toyohashi City, Aichi Prefecture) 





?  LDP Policy Research Council Chairman Taku Yamasaki:  The Prime Minister should dissolve the Lower House before the Summit, around May, at the latest. (at LDP Lower House member's party on Jan. 12 in Takamatsu City)





?  Former prime minister Yasuhiro Nakasone of LDP:  If I were Prime Minister, I would (carry out dissolution and a general election) in May or in June before the Summit.  The party is bound to suffer a defeat in an election upon the completion of the term of office. (on Fuji Television program on Jan. 16)





?  Jiyuto Secretary General Hirohisa Fujii:  The nation's economy is on the border.  In my view, putting the economy back on a recovery course is more important than the election. (on an NHK news program on Jan. 9)








Dissolution after July Okinawa Summit�
�



?  New Komeito Representative Takenori Kanzaki:  I have repeatedly indicated that dissolution after the Summit would be desirable in that such would allow us to appeal to the voters a certain degree of accomplishment as a member of the coalition government.  There are two landmark events.  One is after the Diet approves the budget and the other is after the Summit. (in a joint plenary meeting of party members of both houses of the Diet on Jan. 20)





?  LDP Deputy Secretary General Hiromu Nonaka:  It is national responsibility to make a success of the Okinawa Summit under the leadership of Prime Minister Obuchi, who will chair the last Summit Conference of the 20th century. (in a speech on Jan. 22 in Uji City, Kyoto)





?  Former LDP secretary General Koichi Kato:  Chances are high for dissolution to occur after the Summit.  I think there is 20 – 30 percent chance for dissolution between April and May, and 70 percent between September and October. (in a meeting of supporters' organizations for Lower House members, held at party headquarters on Jan. 17)





?  LDP Upper House Dietmen's Caucus Chairman Masakuni Murakami:  Having a successful Summit is a must.  It is important to serve out our term and give a sense of security to the people in the form of election. (in a speech on Jan. 22 in Showa Town, Yamanashi Prefecture)
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(3)  Ozawa under siege as merger plan hits setback; He will wait and see the situation for while; Will the Jiyuto break away from the ruling coalition or stay?





[Scope column:  political situation in 2000]





TOKYO SHIMBUN  (Page 2)  (Excerpt)


January 26, 2000





	Jiyuto (Liberal Party) head Ichiro Ozawa has tried to implement his plan to merge his party with the Liberal Democratic Party (LDP) before the next lower-house election.  However, since the LDP's Eto-Kamei faction, which had promoted the merger plan, has now switched to a cautious stand, the plan in effect has run aground.  Ozawa must now seek another way for his party to survive.  But there is no clear prospect for the party -- namely, its ability to keep or expand its present strength -- regardless of whether it bolts from or stays in the coalition.  It is gradually being besieged from all sides.





[Katsuya Oda]





	"I don't know whether I can be of use, but I would like to support your (election) activities as much as possible," Ozawa told his party at its New Year's party held on the 20th in a Tokyo hotel.





	The top priority for Ozawa is to have all lower-house members in his party win seats in the next general election.  In a bid to resolve the issue of coordinating candidates to run in the single-seat constituencies with the LDP, he probed the possibility of a merger with the LDP.  The LDP-Jiyuto merger could be justified as a move for a new political realignment based on the principal of neo-conservatism.





	If Ozawa is unable to implement his merger plan before the next lower-house election, he will be pressed to either stay in or withdraw his party from the coalition government.  Whichever path he takes, there is no prospect at present for his party to survive for very long.





	"There are not many Jiyuto Dietmembers who are wedded to remaining in the ruling camp.  We are told by supporters in our home constituencies that if we pulled out of the ruling coalition, we would be showing our party's true colors."





	After making the above remark, a Jiyuto member insisted that the view gradually gaining ground is a call for bolting the ruling coalition.  A junior lower-house member in contact with Ozawa said, "The party head is now completely in a fighting mode."





	However, if the party leaves the coalition, it cannot expect support from labor unions-affiliated to the former Democratic Socialist Party (DSP), which was the driving force for Jiyuto lawmakers when they ran in the 1996 lower-house election on the former Shinshinto (New Frontier Party) ticket.  There is no positive proof that the Jiyuto will be able to secure the seats currently held if it fights the election by itself.





	Prime Minister Obuchi has indicated that he will probably dissolve the Lower House for a general election sometime after the fiscal 2000 budget passes the Diet at the earliest.  Therefore, if the Jiyuto immediately breaks away from the coalition, such would not necessarily be advantageous material for election campaigning, there being little time until the vote.





	In addition, there is the possibility that members who place more importance on cooperation with the LDP will leave the Jiyuto. The party would thus split in two.





	On the other hand, even if the party stays in the coalition, there is no possibility that coordination with the LDP on candidates for Lower House seats will progress.  As it stands, it is unclear that whether Ozawa's security affairs policy and educational reform will be implemented or whether the Jiyuto will be able to play up its political identity.





	Some Jiyuto members still harbor expectations of the merger plan.  Senior Jiyuto leader said:  "A view will be raised in the LDP calling for a merger with the Jiyuto if a bill to cut 20 proportional representation seats clears the Lower House.  But many LDP members have turned their sever eyes on the Jiyuto.





	Ozawa reportedly informed Secretary General Hirohisa Fujii of his view that he would watch the situation calmly for the time being.
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(4)  Agreement among ruling parties on national security now shaky; Jiyuto, Komeito wide apart; LDP exploring compromise





YOMIURI  (Page 5)  (Full)


January 24, 2000





	The Diet, in its current session, will focus on such national security issues as whether to allow the Maritime Self-Defense Force to carry out maritime intercept operations (MIO) or ship inspections at sea, and whether to unfreeze Japan's participation in United Nations peacekeeping forces (PKF).  The reason for the rush is because the ruling coalition of the Liberal Democratic Party, Liberal Party (Jiyuto), and New Komeito is now under the gun to fulfill its policy agreement on these issues.  The coalition was expected to start with the task of enacting in the current Diet session a law allowing ship inspections.  But a confrontation between the Jiyuto and the New Komeito on whether to allow the MSDF to fire warning shots at unidentified vessels has yet to be resolved.  We look at where security issues are going.





No progress in agreement





	The LDP and its two coalition partners, the Jiyuto and New Komeito, reached agreement in their pre-coalition talks on security issues.  The three parties' policy statement clearly specified their agreement to proceed with "legislative steps" or "studies" regarding such issues as unfreezing Japan's PKF participation, conducting rear support for multinational forces under U.N. resolutions, and carrying out territorial defense operations.  The three-party policy accord also calls on the coalition to take legislative steps to implement MIO, which was separated from the now enacted law related to the guidelines for defense cooperation between Japan and the United States.





	In November, the ruling parties launched a security project team, which was headed by then Defense Agency Director General Fumio Kyuma.  The project team began to study specifics in four areas: 1) ship inspections; 2) U.N. peacekeeping operations; 3) legislation dealing with emergencies; and 4) territorial defense.





	But the project team was launched a month after the LDP-Jiyuto-Komeito coalition came into office.  That was just about the time when Jiyuto President Ichiro Ozawa threatened to pull his party from the coalition government in opposition to a second supplementary budget for fiscal 1999.  There is no denying the impression that the LDP created the project team in haste so as to uphold the coalition.





	Even a government source says, "The LDP only responded to taking up security issues so as to prevent the Jiyuto from leaving the coalition.  I don't get the feeling that the LDP is positive about bringing to fruition the policy accord."





Divergent views over national security





	Such an atmosphere is primarily attributable to a wide divergence of views over national security between the Jiyuto and the New Komeito within the ruling camp.





	The Jiyuto's position is that Japan should participate in all activities to be conducted under U.N. resolutions.  The party asserts that the Self-Defense Forces should be allowed to carry out rear support, such as materiel transportation, for multinational forces—even like the one organized during the Gulf War.





	When it comes to the pending issue of conducting ship inspections, the Jiyuto differentiates those occurring under a U.N. resolution from those happening in response to regional contingencies.  The Jiyuto asserts that the MSDF, in case there is a U.N. resolution, should be allowed to fire warning shots.  On the issue of unfreezing Japan's PKF participation as well, the party seeks to expand the scope of weapons use along with international standards [or the international rules of engagement (ROE)].





	The New Komeito remains extremely cautious about the idea of expanding the sphere of SDF activities overseas and about the notion of easing the scope of ROE.  In the case of ship inspections, the New Komeito takes the position that there should be a U.N. resolution only when carrying out such activities in the event of emergencies in areas surrounding Japan, and the party is opposed to warning shots.  On the issue of PKF participation, the party calls for upholding Japan's five principles of PKO participation to the effect that SDF personnel dispatched on an overseas assignment may use weapons for self-defense only.





Legislation up to the Jiyuto?





	The LDP is therefore eyeing a compromise between the Jiyuto and the New Komeito to blend their respective assertions.





	The compromise, now being planned for ship inspections out of consideration for the Jiyuto's standpoint, is to stipulate [in a draft bill] that Japan will conduct ship inspections "in conformity with international promises, including U.N. Security Council resolutions, or in accordance with established international rules."  On the other hand, the compromise plan is to allow the MSDF "for the time being" to carry out ship inspections only in the event of neighboring contingencies but is not to allow MSDF vessels to fire warning shots.





	On the issue of PKF unfreezing as well, the LDP is mulling an additional role under the Law for Cooperation on United Nations Peacekeeping Operations or the so-called PKO cooperation law.  In concrete terms, the LDP plan is to have SDF personnel escort or guard Japanese civilian police officers and others and is also to allow them under the law to use weapons in order for them to protect their weapons.





	In point of fact, however, all these LDP compromise plans are pivoted on the New Komeito's standpoint.  A government source says, "The LDP and the New Komeito are on board the same boat.  Such plans would be possible only when the Jiyuto comes to get aboard the boat."





	However, the Jiyuto apparently does not intend to give way, all the more because its head, Ichiro Ozawa, has been insisting on pushing for Japan's participation in U.S. peacekeeping operations.





	In the ruling coalition's project team as well, the Jiyuto—apart from the LDP's move to seek a compromise—has now outlined a new legislative measure of its own for Japan's peace cooperation with the United Nations so that it will be possible for the SDF to participate in PKF and multinational forces.





	"The Jiyuto might accept the compromise plan and would then boast of its achievements when choosing to stay on with us in the coalition, or they would come up with their party's draft bill and would then develop their criticism of the LDP and the New Komeito when leaving the coalition," says one LDP lawmaker with the experience of a cabinet ministerial post.





LDP-Jiyuto-Komeito accord on security issues





Ship inspections:


Proceed with another legislative measure during the ordinary Diet session (that ended in August 1999, and start talks immediately among the three parties.





U.N. peacekeeping operations:


Proceed with an immediate legislative step needed to unfreeze Japan's participation in PKF assignments.


Proceed with an immediate legislative step needed to pave the way for Japan to participate in PKO that is not linked to weapons use.





Emergencies legislation:


Expedite legislation for possible measures in two categories.


Study future legislation for possible measures outside the two categories.





Territorial defense:


Enhance the nation's preparedness under the current law, and proceed with legislation.
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(5)  LDP split in two over fiscal management policy; What should come first, economic stimulation or deficit-covering government bond reduction?  Kato, Yamasaki lining up with Kajiyama to criticize Prime Minister Obuchi's policy line





NIHON KEIZAI  (Page 2)  (Full)


January 26, 2000





	Will it be stimulating the economy or reducing deficit-covering government bonds?  A dispute is heating up in the Liberal Democratic Party (LDP) over the question of basic fiscal management, with all eyes on the next lower-house election.  Rising against Prime Minister Keizo Obuchi, who has emphasized that "I will not change" the fiscal stimuli policy line, former secretary general Koichi Kato, who is "anti-administration," yesterday met former chief cabinet secretary Seiroku Kajiyama.  The two confirmed they would jointly call on the Government to switch policy.  It now seems likely that the political theme in the coming weeks will be the way fiscal management should be carried out.





"Their approach is different from mine," says Prime Minister Obuchi





	Kato is one of a group of LDP critics of the government's generous issuance of deficit-covering government bonds.  But the Prime Minister has stated that "fiscal rebuilding will be a challenge to address in fiscal 2001 or beyond."  He has repeatedly stressed his intention to gear up for the next lower-house election by campaigning under the banner of the current fiscal stimuli policy.





	The Prime Minister's confidence in this current policy stems from two factors.  One is linked to policy-managing aspects, namely, "If you run after two hares, you will catch neither.  You cannot pour cold water and hot water at the same time."  The other is the political factor as his aid states, "A policy change, if made in an easy-going fashion, would culminate in simply bringing ruin on his Administration."





	"In the 1998 upper-house election, ranking LDP officers failed to remain firm about a tax reduction; as a result, votes went to other parties.  This year is the year of a general election.  Our waffling would never be accepted," stressed Chief Cabinet Secretary Mikio Aoki on the night of the 15th, when he called on the Prime Minister at his official residence.





	In the 1998 upper-house election, which pushed the Hashimoto Administration from office, the staff in the Prime Minister's Official Residence and the LDP executives failed to harmonize their views when they referred to the question of a permanent tax cut.  Some blamed such discord as the cause of the losses in the upper-house race.  Referring to this episode, Aoki sarcastically criticized Kato and Yamasaki, who then were both in the LDP executive.





"Economic structural reform is a challenge we should tackle without interruption





What has invigorated Kato and others who during last fall's LDP presidential race, criticized the Prime Minister's over- reliance on deficit-covering government bonds has been Kajiyama. After a long silence, Kajiyama has finally joined  the criticism of the Prime Minister's fiscal policy line.  He is seen as not "getting along well" with Kato and his aides, but in an essay recently contributed to a weekly magazine, he lashed out at the Prime Minister for his fiscal management.  Kajiyama attended the 25th meeting with Kato and others at the invitation of Kato, but at the same time he warned them that "what I am saying is an argument about policy and not a view of the political situation."





	Responding to Kato and the others' criticism of the current fiscal measures, Policy Affairs Research Council Chairman Shizuka Kamei quipped,  "The comments are utterly without thought."  However, Kato, Kajiyama, and Yamasaki in their talks on the 25th counterargued:  "It is a remark we cannot tolerate."  The LDP now is obviously split on managing the nation's finances.  Kato, Kajiyama, and Yamasaki have pledged to exchange views on a regular basis.  In addition, an idea was floated in the meeting of launching a study session, which would have the participation of former chief cabinet secretary Hiroyuki Sonoda, Organization Headquarters Chief Shinji Sato, an aide to Kajiyama, and others who also attended the meeting.  There is a bad smell in the air and its getting worse.
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