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1 P11 YAl  Building Competitive Economy and Soci

Constructing Traffic Networks

Developing Trunk Road Networks

(1) Developing Trunk Road Networks

Since the First Five-Year Road Construction Plan formulated in 1954, Japanese highways have been continually con-
structed. For example, the construction of national highway networks, including expressways, has provided a major impe-
tus in the rejuvenation of regional economies by encouraging plant locations near expressway interchanges. Additionally,
it has helped enhance the quality and safety of national life by making broad-area medical services accessible to rural
areas and allowing broad rerouting to avoid highway disruption by natural disasters.

An example includes the Sakai-Koga IC to Tsukuba Chuo IC segment of the Metropolitan Intercity Expressway
(Ken-O Expressway) opened on February 26, 2017, which resulted in roughly 90% connection of the 300 km of total
roadway on the Expressway. This development is expected to attract more businesses and promote sightseeing activities.

On the other hand, there are still missing links of expressways and arterial road networks in other parts of the country,
which we plan to develop in a systematical manner.

Figure 11-6-1-1 State of Current National High-Grade Trunk Highway Improvement
In service 6-lane == 4-lane — 2-lane
~e Project under way  ooeee Survey under way  ccceo Other major routes

Planned Completed Improvement
extensions extensions rate

About 14,000 km | 11,404 km 81%

National high-grade trunk highway

As of March 31, 2017

Note 1: Names for interchanges and junctions under development include pending names

Note 2: “Other major routes” shown on this map show major roads in the region (including those under development and in-service routes) and not the necessity of or order of priority for individual
routes.

Source) MLIT
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(2) Promoting Smart Use of the Roads

Section 1

Constructing Traffic Networks

In the interest of improving productivity and thereby achieving economic growth and improving traffic safety, efforts

are under way to make intelligent use of all road network functions by developing necessary networks, as well as improv-

ing operations and small-scale enhancements. Electronic toll collection (ETC) 2.0 is one of these efforts, which started

full service in August 2015.

(i) ETC 2.0 that supports smart use

With data communication in both ways between about 1,700 roadside units across Japan and vehicles on road, ETC 2.0

compared to the previous version of ETC is capable of:

- Sending and receiving a large volume of data

- Capturing route information, in addition to IC entry/exit data

With these much more advanced functionalities, ETC 2.0 greatly contributes to the promotion of ITS.

(i) Smart toll system

Regarding expressway tolls in the To-
kyo Metropolitan Area, new tolls were in-
troduced in April 2016 aiming at relieving
traffic congestion in the urban center. We
will continually verify effects of attracting
traffic through central Tokyo to the outer
ring roads. New expressway tolls for the
Kinki region will go into effect in June
2017 based on, among other policies, the
Policy Concerning New Expressway Tolls
for the Kinki Region (Draft), which was
announced on December 16, 2016.

In Japan, there are 77 sections of ex-
pressways that have no gas stations at in-
tervals of 100 km or more.

Given that many drivers run out of gas
on sections of road due to lack of gas sta-
tions (particularly on stretches greater than
150 km), active efforts are under way to
completely eliminate such sections by fis-
cal 2017.

Another effort includes a testing, which
allows vehicles equipped with ETC 2.0 de-

Figure 11-6-1-2

Toll System for Making Intelligent Use of Tokyo Metropoli-

tan Area Expressways (Implemented April 2016)

of Ken-0 Expressway

Dueto

in maintenance

and other expressways progressed

Development-oriented tolls [backgmur‘\d, efc., there were giﬁe‘rencesJ

User-oriented tolls [ Standardize toll levels and car J

intolllevels and

(i) Consolidating/standardizing toll structure (inside of Ken-O Expressway)
[Toll level] Standardization to be in line with the current sections around major
metropolitan areas of National Expressways
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[Vehicle into 5 vehicle (Tolls via Ken-O Expressway > tolls via city center)
[ Passenger vehicles J [ Passenger vehicles J
Al roads (Ebina - Al roads

/k Kukishiraoka) en/km
yen/km Mitigate drastic changes ¥
——— 36.6Mte !
[29_52]NOIe 2

National Expressiiays

[24.6]? - — (Sections near major

National mefropolan areas]

Expressways
(Normal sections)

(i) Realizing seamless tolls based on entry and exit points
O Determining tolls based on the shortest distance between the
entry and exit points

Atsugi --> Sakura Tsuchiura
5,050 yen

Toll

Via city center Via Ken-O Expressway

Note 1: National Expressways (near major metropolitan areas) are examples of Tomei Expressway
Note 2: Toll levels excluding consumption tax and terminal charges
*1 In consideration of logistics impact and other factors, measures to mitigate drastic changes such as setting of upper

limits on tolls were taken (however, tolls inside the distri

ct of Keiyo Expressway were unchanged).

*2 To be organized after expressway networks in Chiba (Chiba Gaikan, Ken-O Expressway (between Matsuo-Yokoshi-

ba and Daiei)) become almost complete.

*Also, vehicle classifications are consolidated into five categories (to be implemented for Metropolitan Expressway in phase)

Source) MLIT

vices to temporarily exit to rest facilities outside of expressways on a trial basis. The intention is to eliminate sections of

road with no rest facilities or gas stations nearby to improve the driving environment.
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Section 1 Constructing Traffic Networks

Figure 11-6-1-3 Toll System for Making Intelligent Use of the Kinki Region Expressways (Implemented in June 2017)

(1) Consolidating/standardizing toll structure, and network improvement

(i) Implement a distance-based toll system based on sections running through major cities connected to national expressways, and create five standardized vehicle classifications.

(ii) In the case of the Hanshin Expressway, in order to secure the necessary funding to improve Yodogawa-Sagan Route extensions and Osaka Wangan Route western extensions
in line with local government proposals, a range of initiatives are being taken and the necessary toll rates will be set so as to offset 50% of costs for toll road projects.

m N
ot ol et . Pa;?erllger |Orgamze and standardize l 40 [33.-562‘]’:0:_?
at toll sections, etc. vehicles d ’ )
e \ All roads [Naﬂonal Expressways (SecllonsJ
1 Hanshin Expressway (Hanshin area) I yen/km near major metropolitan areas)
! (¥510 - ¥930) ! g g
. (About ¥100 increase for every 6 km) | |
' |Kinki Expressway (Suita — Matsubara) (28.4 km) : — —
: Hanwa Expressway (Matsubara - Kishiwada lzum) (22.6 km)| | p— g‘ 5 53.5 E Fg‘:% g Es g
1 (¥510 x 2 sections) 1 gg%@% (%Ei %gg §§
1 1 83823 Imi 25 =
! | Nishi-Meihan E i - Matsubara) (27.2 km) | ! 5"350 523 2 5
1 Ll )((;f:;wayzﬂ'enn -t a ;’ ra) (7.2 km) 1 § g g 9 g g % T Take measures to mitigate drastic changes
X 2 sections, 2298 = Note 1: National Expressways (near major metropoiitan areas) are
: : = 9-§ Sz % 2 examples of Meishin Expressway
\ etc. l < Note 2: Tolllevels excluding consumption tax and terminal charges I

*In order to secure the necessary funding to improve the Yodogawa-Sagan Route and Osaka
Wangan Route western extensions, a range of initiatives are being taken and the necessary toll
rates are being set in line with local government proposals —

(2) Realizing seamless tolls by unifying management bodies

(iii) Sections on routes that comprise an integrated network with expressway companies and that | | (iv) In the interest of distributing traffic to address increasing traffic flows to the city centers
are managed by local public road corporations, etc., will, in the interest of ensuring practical of Osaka and Kobe, tolls will be determined based on the shortest distance between the
and efficient management, be centrally managed by expressway companies in accordance entry and exit points, regardless of route.
with regional aims. Tirakata Gakkon

| (OO0saka Prefectural Road Corporation: Minami-Hanna Toll Road and Sakai Senboku Toll Road | Second Keihan Highway, For Hanshin Expressway
----- Hirakata Gakken IC Loop Route
|:> Transfer to West Nippon Expressway Company (April 2019) Toll ¥2,060
IOAbura-Koji Route and Naname-Kuzebashi Interval on the Hanshin Expressway's Kyoto Route I City center A ¥1,690

:> Transfers to West Nippon Expressway Company (April 2018)

¥1,610
Relductlion

Note: Tolls are for passenger vehicles

IC Shin-Jujo Dori on the Hanshin Expressway’s Kyoto Route |

|:> Transfers to Kyoto City and becomes toll-free (April 2019)

Source) MLIT

(iii) Smart toll stations

Towards introduction of stress-free )
Figure 11-6-1-4 ETC 2.0-Based Stress-Free Smart Toll Stations

smart toll stations based on ETC, we are

<Before test>

experimenting with the operation of keep-

(Current) Detour for ETC (Future) Mainstream for ETC

ing ETC bars open at Ken-O Expressway
toll stations and mainstreaming the use of
ETC lanes at Metropolitan Expressway
toll stations.
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(iv) Smart investments
As part of efforts to achieve maximum

In Metropolitan Expressway
Subject: 28 toll stations

. L. . <Introduction of new toll stations without the bars>
effect with the existing networks at min-

Source) MLIT
imum cost, we are implementing conges-
tion measures focusing on specific loca-
tions to identify places where deceleration or traffic congestion occurs from structural factors, such as uphill sections
and tunnels, by using detailed deceleration, acceleration, and other big data collected through ETC 2.0 and other means
for effective measures. Until now, additional lanes have been provided within the existing road width at three locations,
including Ebina Junction on the Tomei Expressway. Our congestion relief measure is currently focusing on 14 locations,

including in the vicinity of the Yamato Tunnel on the Tomei Expressway.
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Section 1 Constructing Traffic Networks

(v) Enhancement of smart functions

Provisional two-lane expressways create various problems including safety of two-way traffic, driving performance,
and large-scale disaster preparedness. In order to enhance the safety, comfort of drivers and driving performance, a Cab-
inet Order to Partially Amend the Enforcement Order for the National Expressway Act came in effect on November 18,
2015. In addition, pilot programs are conducted to verify the creation of additional lanes to deal with slowing traffic on
four routes across Japan. Also, verification tests for wire rope’s safety effect to prevent head-on collisions are conducted
for a total of approximately 100 km of expressways across Japan.

(vi) Other initiatives

In order to promote cooperation amon '
p p g Figure II-6-1-5 Example of Smart IC Impact
local areas, the MLIT is improving acces-
I X . . R (OEstablishment of Shirakawa Chuo Smart IC resulted in reduction of time required for access to Shirakawa Kosei General
Slblllty, lncludlng direct connections be- Hospital, which was used by approximately 800 vehicles per year for emergency transportation (FY2014 results)

tween expressways and facilities. By being
flexible in building additional Smart ICs,
we are increasing accessibility to the dis-
tribution centers and tourism hubs from
expressways through the consolidation

and SOphiSticatiOH of measures based on : e awa Chuo Smart ICJ§ | Shirakawa Chuo Smart IC

« » « » Opened in August 2009
the COl’lCCpt Of CompaCt and networked Traffic volume in 2014 was about 2,600 units per day

roads and reducing traffic congestion

Source) MLIT

around the existing ICs. In view of pro-

moting the use of expressways and improving usability, the MLIT is organizing new rules, such as directly connecting
expressways and large-scale distribution centers, industrial complexes, and commercial facilities near the expressways by
using Smart ICs and other means with appropriate assumption of burden. Based on preparation phase surveys, the national
government is implementing the preparation and examination of Smart ICs in systematic and efficient manner in places
where necessity is found.

The Council for Traffic Congestion Relief Measures was established in order to institute effective measures for con-
gested areas around the country. Comprising road administrators, police departments, and other organizations at the
prefectural level, the council deliberates on and carries out all necessary measures. In the future, it will more closely coor-
dinate with groups who use trucks, buses, and other modes of transportation to identify and promote necessary measures
from the standpoint of those users.

Advanced traffic assessments targeting developers of commercial facilities and other structures, as well as new ini-
tiatives for requesting additional measures after siting, are being planned with the goal of reducing congestion as more
people begin to use the land along roads.
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Constructing Arterial Railway Networks

(1) Development of Shinkansen Railways

A rapid transit system of vital value to Japan, Shinkansen [bullet train] Lines significantly cut the time spent moving
from region to region and help greatly boost regional activities and rejuvenate local economies. Shinkansen Lines feature
safety (no record of passenger death accidents since opening of the Tokaido Shinkansen Line in 1964) and eco-friendli-
ness (the railway CO, emissions per unit of energy (g-CO /passenger-kilometer) being one fifth of aircraft and one sixth of
automobiles). As New Shinkansen"°*®, Tohoku Shinkansen (between Hachinohe and Shin-Aomori) opened in December
2010 and the Kagoshima Route (between Hakata and Shin-Yatsushiro) of Kyushu Shinkansen opened in March 2011, and
Hokuriku Shinkansen (between Nagano and Kanazawa) in March 2015 and Hokkaido Shinkansen (between Shin-Aomori
and Shin-Hakodate Hokuto) in March 2016.

Steady improvements are being made in preparation to complete and open the Hokkaido Shinkansen line (between

Note Five routes that are stipulated in the Development Plan approved in 1973 pursuant to the Nationwide Shinkansen Railway Devel-
opment Act.
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Section 1 Constructing Traffic Networks

Shin-Hakodate Hokuto and Sapporo), the Hokuriku Shinkansen line (between Kanazawa and Tsuruga) and the Kyushu
Shinkansen line (between Takeo Onsen and Nagasaki), in accordance with the Handling of New Shinkansen Lines (agreed
upon between the government and the ruling party on January 14, 2015). With respect to the Hokuriku Shinkansen Tsuru-
ga — Osaka section, a section scheduled for construction, a survey was conducted by the MLIT that looked at matters
requiring consideration concerning route selection, including the estimated project cost. Discussions were then held by
the ruling coalition’s project team to promote Shinkansen development based on the results, and the decision was made
to create a route connecting Tsuruga Station — the Obama (Higashi-Obama) area — Kyoto Station — the Kyotanabe (Mat-
suiyamate) area — Shin-Osaka Station.

The Transport Policy Council, which

Figure 11-6-1-6 Present Status of Nationwide Shinkansen Railway Network
had debated Chuo Shinkansen since March
. . . New Shinkansen refers to the following five routes under development pursuant to the
2010, came up with recommendations in % Development Pin of 1973 based on the Nationwide Shinkansen Railway Development Act. %
May 2011 to afﬁm the appropriateness Of Hokkaido Shinkansen  (between Aomori and Sapporo)
. Tohoku Shinkansen (between Morioka and Aomori) )
Central Japan Railway Company as an en- Hokuriku Shinkansen  (between Tokyo and Osaka) /
. . ) . Kyushu Shinkansen (Kagoshima Route)  (between Fukuoka and Kagoshima) s H(a:ksdmeflnk
tity of its operation and construction, the Kyushu Sinkensen (Ns-KyshuRoute) (petween Fukuoka andiNagasek) | ndsiopos 11 o
. . il linesii i i Scheduled to be completed| S:
supercon dllC tmg maglev me thO d o f train O;r]u:ok ur{a!:vgysllenresm primary section of which trains can speed at 200 km by theendof FY209 apporo - I\ﬂ)\{/f
i . O Between
. O Constructed and owned by the Japan Railway Construction, Transport Shin-Aomori and
oper: ation and the Southern AlpS Of J apan and Technology Agency, an independent administrative agency, and Shin-Sak;‘;?:Hokutq h
route. The MLIT respon ded to name Cen loaned to the operating entities (JR) (two-tiered system). . a;:;%m? Sh'"’A?mo”
. = service
11 Rail C . a6 C
O BetweenK O Between N
tral Japan Raillway Company as an entity . mmﬁﬂ?ﬁ%ﬁ 5 o lmeen e .
: . (Nishi-Kyushu Route) Scheduled to be completed | Started senvice
of operation and construction for Chuo - ootk W

1 7 : : Takeo O
Shinkansen in accordance with the Nation- N
<66 km>

wide Shinkansen Railway Development Schedued o complte

by the end of FY2022 )
(To be pushed forward, Takeo O"Eﬁ o
8y

Act, and decided on the Development Plan asmuch as possbk) Shin<Tosu” "~~~ &

Legend
—7 Shinagawa —== Existing Shinkansen section in service

O Befween Tofyo)\ mmmmmn New Shinkansen section in service
)

and directed Central Japan Railway Com-
and Nagoya (286 km)

O Between Nagoya
and Osaka (152 km)

. Kagoshima» Chuo | | | — Section under. construction
pany to embark on construction. Central Sy Schected tobe competedupto Scheduetobe complted | 1 Secon contuction ot stared e
. L | inMarch 2004/ TKyushu Shi eght years ahead of 2045 Llav. 2] Chuo Shinkansen
Japan Railway Company publicized and Kagoshima Routs)|
made available for public inspection an en- | Seurce) MLIT

vironmental assessment report edited and

finalized under the he Environmental Im-

pact Assessment Act in August 2014 and, at the same time, filed an application for Plan for Constructing the Chuo Shink-
ansen Line Section between Shinagawa and Nagoya Stations (No. 1) to the MLIT, which was approved by the Minister of
Land, Infrastructure, Transport and Tourism in October of the same year. Plans call for putting the Shinagawa — Nagoya
route into service in 2027, and currently, construction of the Shinagawa Station and of the tunnels of the Southern Alps
is ongoing. All routes to Osaka will be put into service up to eight years ahead of the original schedule (2045), using the
Fiscal Investment and Loan Program for construction of routes between Shinagawa and Nagoya. Pursuant to revisions
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made to the Act on the Japan Railway Construction, Transport and Technology Agency, an Independent Administrative
Agency at an extraordinary Diet session in 2016, fiscal loan funds are being provided to JR Central, the entity of construc-

tion from November 2016.

(2) Driving Technical Development
(i) Superconducting maglev trains

Efforts to develop SCMaglev technology were assessed as follows at a February 2017 meeting of the Superconducting
Magnetic Levitation Technological Practicality Evaluation Committee: “Technologies needed for routes open for traffic
have been developed. Efforts going forward will focus on developing technologies aimed at achieving further mainte-
nance efficiency and improving comfort.” Based on this assessment, changes to basic plans for the technological develop-
ment of the superconducting magnetically-levitated transport system (drafted by the Railway Technical Research Institute
and Central Japan Railway Company) were thereafter approved by the MLIT in March 2017.
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Section 1 Constructing Traffic Networks

(i) Free gauge trains

Based on results of deliberations held by the Free Gauge Technology Evaluation Committee in November 2016, dis-
cussions concerning cutting costs and developing technologies to improve durability will be held to deploy free gauge
technology on the Kyushu Shinkansen Nishi-Kyushu Route. At the same time, to deploy free gauge technology on the
Hokuriku Shinkansen, we will drive forward technological development activity meant to address snow hazards (snow
and cold resistance) for the sake of greater safety.

Constructing Aviation Networks

The Basic Policy Committee, Avia- .
) y ] > Figure 1I-6-1-7 Overview of Tokyo International Airport
tion Group, Transport Policy Council had

Haneda Airport (Tokyo International Airport)

explored the future directions of Japan's ' Total area: 1,522 ha

Number of passengers: 81.47 million (domestic 65.82 million, international 15.65 million)

aviation in recurring sessions of discus- BRI I Tt

(domestic 730 thousand tons, international 460 thousand tons)
. . Annual arrival and departure slots: 447,000
sions since October 2012 and finally came Operation: 24 hours AL
*Preliminary figures of FY2016 for the numbers of passengers and cargo volumes . 5005 2 60 |

up with a report in June 2014. The report
sets forth mid- and long-term directions in

the three areas of aviation: laying a firm

ground for building an aviation network, ; $ Domestic
/ . cargo zone
building an enhanced aviation network and Ry B

,ﬂ—‘—‘ First passeng
3 A8 > Rumwey A

developing aviation demand, and provid- @.000m

‘ JIm)8 [International airline zone]

ntemational " Commercialized in FY2005

Cargo zone In service since October 2010,
»

Based on this direction, we are working on \ i » —a32
% ¥ % g

developing specific measures. T o
1 3 At maintenance zone g

Source) MLIT

ing quality aviation and airport services.

(1) Expanding Aviation Networks
() Enhancing metropolitan airports functionalities

To beef up Japan's competitiveness in the global arenas of business and tourism, enhancements to the functions of the
metropolitan airports were made, thereby achieving the annual total number of arrival and departure slots at Tokyo Inter-
national Airport and Narita International Airport of 750,000 in March 2015.

Additions to the international passenger terminal building at Haneda Airport elevated the number of boarding/alighting
slots on the international lines by 30,000
to 450,000 a year from March 2014. Narita
international Airport realized 300 thousand
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Figure I1-6-1-8 Trend in Number of Passengers and Number of Arrivals
and Departures at Tokyo International Airport
arrival and departure slots a year in March
O The number of passengers at Haneda Airport in FY2016 was 81.47 million.
O This figure includes 15.65 million international air passengers and 65.82 million domestic air passengers.
thanks to the development, etc. of an
LCC teI‘InlIlal Familiarization with

e ||| e DEEE

Facilties, such as international
passenger terminals,

developed 447,000

. . Runway D - 410000 Jsdeprt
Having achieved the number 750,000, | oo | e o
] . (10,000 passengers) arrivals/departures arrivals/departures arivals/departures)
the focus will be on smoothly holding 2020 7,000 ] 50

6'5276‘4955 316
6,181 6,1966,1646,229 N

i i 5855 5,935,861 45

Tokyo Olympic and Paralympic Games 6,000 e 5 ur ) ul
: : TR 142 g s Ry Boperions 4 inprovnent 410
and looking further ahead. This will in- | _ i ma v | ik
: : . . \ New Runway Bin- million passengers:

volve increasing the international compet- 085 255 st =
.. . 4,000 million passengers 30
itiveness of the Tokyo Metropolitan Area, Stses 25

Construction, etc.,

. . . 3,000 y LA 1,343
achieving the numbers of foreign travelers [ e U e s [ 120

visiting Japan set forth in the New Tourism | 2000 7271795 804 118

219,000 anivals/departures 234,000 arrvals/departures) |\ A
umber of domestic air passengers ]
482 10

Strategy to Invigorate the Japanese Econo- 1,000 - s o 2 |
my, which are, for example, 40 million by o LER B 2 B8 04 6% 6% G s R RS RS Number of ]|

11 . 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016(Fiscal year)
2020 and 60 million by 2030, and regional

Source) Prepared by the Civil Aviation Bureau, MLIT
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Section 1 Constructing Traffic Networks

revitalization. Achieving these aims will

Figure 11-6-1-9 Overview of Narita International Airport

require strengthening the functions of both
airports, and work is underway to increase | : : 7 a0 Eresbei s E
the total number of annual departures and ; s g ;T
arrivals to and from Haneda and Narita : A Y e~
Airports by approximately 80,000 by 2020 |  SSSSSESEE Runvay B 2.500m - 60m) S
by, among other means, reviewing flight ' 7
paths to and from Haneda Airport.
Approval was received in July 2016 from
all local governments involved concerning
the government taking budgetary measures

for project costs and environmental costs

related to deVeloping the facilities need— WL BN 3 - . 3 Passe;ngers:3725 million (domiestic 7:21 million; international 30.04:million)
ya Cargo volume: 2,190 thousand tons (domestic 48 thousand tohs, international 2,140 thousand tons)
ed to enhance Haneda Airport functions. : Anytia el and depariure lots: 300,000

Qperation#@4 hours (Curfew: 23: :00)
~Preliminary figures for FY2016 for the numbers of passengers and cargo vojumes:

Along with making steady progress on en-
vironmental measures and developing the | Seurce)MHT
facilities needed to review Haneda Airport

flight paths, information will continue to be Figure I1-6-1-10 Trend in Number of Passengers and Number of Arrivals

disseminated effectively by means that in- and Departures at Narita International Airport
CIUde hOldlﬂg reglﬂal‘ 1nf0rmat10n sSess1ons. (O The number of passengers at Narita International Airport in FY2016 was 37.25 million.
. O This figure includes 30.04 million international air passengers and 7.21 million domestic air passengers.
Regarding 2020 and after, approval was T
. (10,000 passengers) GAULE, (10,000 arrivals/c
granted to explain measures to further en- 3,500 - 300000

30.04 millon passengers *‘ 35
30 Na

30363018 3,0873,100 | arrivals/departures

hance functions, including the develop- | [ Numberof tematne i pasengers |

3,000 . 28442812979 262" - 30
. . . 4 A 2847
ment of a third runway at Narita Airport, 24799450, 260 20| FRee 26
. 2,500 gy T2 22 102500m 220,000 2 425
to community members at a September 21597 | rovional paralel runvays anivalsldepariures .
. 2000 commissioned into service 20 Construction of 20
2016 meeting between local governments ! 200,000 aivals/departures taxiways, etc.

Concurrent parallel

270,000
D system i

and the Council, so briefing to community 1,500 14

240,000

arrivals/departures ‘|7.21 million passilvgeﬁl
- 10
.. 689 721
Annual arrival and departure slots Number of domestic air passengers 518 600
500 - 372

106 06 8 78 80 78 78 80 67 111 MO 114 {11 115 123 113 133 169 193

began.

1,000 [~

0
1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 (Fiscal year)

Source) Prepared by the Civil Aviation Bureau, MLIT

(i) Enhancing functions at Kansai International Airport and Chubu Centrair International Airport

At Kansai International Airport, Kansai Airports started doing business after obtaining concession rights in April 2016.
Passenger numbers continued to increase even after the company started its business, with a new record set in 2016 that
broke the record set in 2015.

In addition to expanding the immigration check area and adding more checking booths at Terminal 1, a new terminal
exclusively for low-cost carriers, Terminal 2 International, was put into service in January 2017 by Kansai Airports. These
measures aim to improve the system to accommodate the growing number of foreign travelers visiting Japan.

At Chubu Centrair International Airport, an apron that was being renovated to accommodate new LCC and other flights
was put into service in March 2017. The development of an LCC terminal (scheduled to be put into service in fiscal 2019)
has begun as a means to make the airport a hub for LCC service.

(i) Enhancing functions at regional airports

For further revitalization of Okinawa at Naha Airport, which plays critical roles as a travel and logistics base connecting
Okinawa and mainland Japan/overseas, the project to increase runways was carried out. At Fukuoka Airport, the project
to increase runways continued with the aim of fundamentally resolving the issue of chronic airport congestion at peak
times. Measures taken at New Chitose Airport include greatly expanding access to foreign aircraft beginning at the end
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of October 2016, and increasing the number of departures and arrivals per hour from 32 to 42 at the end of March 2017.
Additionally, in order to relieve facility congestion caused by a sudden increase in international flight passengers, among
other factors, and to accommodate greater demand for international flights, development projects are underway to expand
the apron for international flights, construct a new taxiway, and improve the functions of the terminal building servicing
those flights (CIQ facility). At regional airports, as well, apron expansions and CIQ facility renovations are among the
efforts being made to bring in more aircraft and accommodate new flights.

Also, the MLIT has been implementing countermeasures against aging airport facilities based on strategic maintenance
to ensure safe flights of airplanes, while pushing forward with quake-resistant technologies and structures at airports so
that airports can maintain their operations in the event of an earthquake.

(iv) Driving the Open Skies strategically

The Ministry has strategically pursued the Open SkiesN°'® ', including a metropolitan airport (Narita Airport), to respond
to changes in the competitive climate resulting from global trends towards air services liberalization while accommodat-
ing vigorous economic leaps in Asian and other overseas nations. Open Skies with a total of 31 nations and regions N°t¢ 2
were realized by March 2017. Also, discussions with ASEAN are ongoing with a view to concluding a regional air service
agreement between Japan and ASEAN.

(v) Fostering and securing aircraft pilots, etc.
In the Japanese aviation industry, while
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Liaison Conference consisting of relevant stakeholders including airlines and training organizations was launched in Au-
gust 2014, and various challenges in training and securing pilots are being examined utilizing such a conference.

Note 1  An agreement on mutually removing bilateral constraints on the number of operators, that of routes and that of flights in inter-
national air transportation to enhance the quality of services, such as cutting airfares by encouraging the entry of new airlines,
increasing the number of flights and stimulating competition between airlines. In recent years, many countries in the world pursue
its implementation.

Note 2 The number of passengers flying to and from the 31 nations and regions accounts for about 95% of the total number of passen-
gers departing from and arriving at Japan.
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In order to secure pilots ready for work, we are promoting such efforts as using Self-Defense Force pilots or foreign
pilots by relaxing residency status requirements or hiring active pilots under enhanced health management by raising the
age limit for airline pilots.

Also, a unified website Skyworks (http://
www.skyworks.info) that shows the appeal

Figure 11-6-1-12 Age Compositions of Japan’s LCC Pilots
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much more important, and we are planning to expand the training capacity of the Civil Aviation College from FY2018
(from 72 to 108 trainees).

(2) Enhancement and Optimization of Airport Operations
(i) Driving airport management reforms

Using the Act on Operation of National Airports Utilizing Skills of the Private Sector (Private Utilizing Airport Oper-
ation Act), the MLIT is committed to driving airport management reforms at national airports and the like to suit specific
local conditions through utilization of private-sector capabilities, integrated management of airline and nonairline busi-
nesses and so on in order to expand the amount of population who are engaging in domestic and international interactions,
etc. on the support of the airports and thus to encourage regional revitalization.

Amid these initiatives, in July 2016, Sendai Airport became the first of Japan's national airports to begin undergoing
privatization. Steps are now being taken to privatize a number of other airports, including Takamatsu Airport, Fukuoka
Airport, and airports in Hokkaido.

(ii) Efforts to achieve sustainable growth for LCCs
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are being introduced with the goal of bringing the percentage of LCC passengers on domestic flights to 14% and on
international flights to 17% by 2020.

Plans are being developed and carried out based on these three policies: (1) reducing landing fees and other airport fees,
(2) reforming airport management, and (3) upgrading facilities. Measures to reduce airport fees include stimulating the
local economy by maintaining local roads around national airports and joint-use airports and supporting low-cost carriers.
To this end, landing fees for the equipment most often used (equipment weighing 100 tons or less) were reduced starting
in fiscal 2013, with further reductions planned for fiscal 2016. Furthermore, continuing efforts that began in 2015, airport
fees—including landing fees at Narita International Airport and Kansai International Airport—are also being reduced
and reviewed. Regarding airport management reform, efforts that include having private enterprises operate runways and
other facilities, along with airport buildings, will revitalize airports through strategic fee systems and business activities
made possible by utilizing private sector knowledge and funding. The first airport management privatization in Japan
began with Kansai International Airport in April 2016, which was followed by a similar move at Sendai Airport that July.
Regarding upgrading facilities, LCC-dedicated terminals are being constructed. FY2012 witnessed the launch of an in-
terim LCC receiving facility at Narita International Airport, Japan’s first LCC-dedicated terminal (Terminal 2 Domestic)
at Kansai International Airport and an interim LCC terminal leveraging existing facilities at Naha Airport. Terminal 3 (an
LCC terminal) went into service at Narita International Airport in April 2015. In addition, a new LCC-dedicated terminal
(Terminal 2 International) went into service at Kansai International Airport in January 2017. The development of an LCC
terminal has also begun at Chubu Centrair International Airport.

LCC domestic and international passenger share in Japan in 2015 was 10% and 13.5%, respectively.

(iii) Accelerating the reception of business jets

A business jet is a small aircraft with the capacity to hold a few to more than a dozen passengers at the most. Business
jets are typically used by businesspersons valuing time because they are able to adjust times according to their schedules
or utilize the plane as a secure space to carry on business meetings and such on board.

Business jets have become a means of global corporate activity in the U.S. and Europe. As Japan’s economy goes on
global, further capitalizing on economic growth in Asia through mainly Tokyo International Airport and Narita Interna-
tional Airport has been an important aim, recent years have seen greater importance placed on winning more affluent
passengers and otherwise capturing inbound tourism demand.

These conditions are prompting powerful efforts to collaborate with related ministries and agencies and take measures
that include structural development and the relaxing of regulations in order to get better prepared for hosting business
jets. Particularly at Tokyo International Airport, where many aircraft wanted to use the airport but could not do so, there
was a major expansion of departure and arrival slots for these jets in April 2016 (from a maximum of 8 departures/day to
16 departures/day, while the 4 arrivals /day limit was eliminated), priority was raised for departures and arrivals of these
aircraft, and the number of business jet parking positions was increased.
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These efforts have made it easier to use these airports, and similar efforts will be taken to achieve further improvements.

(iv) Promotion of international flight services at regional airports

Although the number of foreigners visiting Japan is steadily increasing, most of them are entering the country through
the country’s major airports, including Narita, Haneda, and Kansai. The New Tourism Strategy to Invigorate the Japanese
Economy lays out goals concerning the numbers of foreign travelers visiting Japan, including 40 million visitors by 2020
and 60 million visitors by 2030. Essential to achieving this goal will be promoting flights into regional airports serviced
by LCCs and other carriers, and encouraging travel to rural areas as well as metropolitan areas.

For national airports and joint-use airports, landing fees of international flights have already been reduced by 30% for
regular flights and by half for charter flights. New measures were taken in fiscal 2016 to reduce international flight land-
ing fees a further 50% in cooperation with efforts being taken by regional airports looking to be added to flight routes.
These fee reductions will occur when new routes are created or additional flights are added for international passengers
at regional and national airports and joint-use airports. From in fiscal 2017, in order to aggresively expand the number
of international flights serviced by LCCs and other carriers to regional airports in Japan, regional airports that undertake
sophisticated measures to attract more passengers and aircraft will be designated as airports that help encourage travel
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to Japan. Whether a national airport or regional/second class airport, they will receive subsidies along with landing fee,
ground handling fee, and other fee reductions with the aim to promote new or additional services. In addition, such air-
ports will be able to receive support for efforts such as improving CIQ facilities and building boarding bridges in order to
improve convenience and relieve bottlenecks in accommodating the growing number of air travelers.

(8) Building a New Air Traffic System

In FY2010, air traffic experts from the industrial, academic and governmental sectors formulated a long-term vision for
future air traffic systems as CARATS (Collaborative Actions for Renovation of Air Traffic Systems) with a view to real-
izing a globally interoperable air traffic system and addressing increases in long-term demand for air traffic capacity and
diversified needs. Studies are underway to make this vision a reality in conjunction with ICAQ’s Global Air Navigation
Plan (GANP).

In FY2016, we began using the advanced observational capabilities of the Himawari 8 and 9 weather satellites to
visually represent phenomena that are difficult to identify and provide a greater range of information regarding cumulo-
nimbus clouds. Also, with the aim of realizing the use of precision landing, which is currently limited to straight lines, we
are examining the introduction of the Ground Based Augmentation System (GBAS) to allow for curved lines to improve
safety and convenience.

(4) Strategic Promotion of Overseas Aviation Infrastructures

The Asia and Pacific region is expected to grow into the world's largest aviation market before too long. Under these
circumstances, important issues for the growth strategy of Japan are not only to contribute to strengthening of the aviation
networks in this region, but also to actively capture the impetus of the emerging countries in which numerous aviation
projects are in progress.

An important aspect of winning projects will be strengthening the aviation industry’s structure and expertise, with a
central focus on airport operators, while engaging in public-private partnerships aimed at discovering new projects and
enhancing the consulting structure. The Council for International Deployment of Aviation Infrastructure, which comprises
numerous enterprises engaged in these endeavors, is leading the way in gathering information and strengthening bilateral
relations between countries.

Sales activities and invitations to key government officials (February 2017) were among the efforts made in fiscal 2016
to encourage Japanese enterprise involvement in improving and operating the domestic terminal at Khabarovsk Novy
Airport in Russia, the Long Thanh International Airport in Vietnam, the Hanthawaddy International Airport in Myanmar,
the New Ulaanbaatar International Airport in Mongolia, and the New Manila Airport in the Philippines.

n Facilitating Traffic Access to Airports
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With respect to the rail networks for accessing these airports, efforts have been made to further improve railway access
to international hub airports in accordance with the Approaches to Future Urban Railways in the Tokyo Area Report from
the Council of Transport Policy, which was put together in April 2016. This includes promoting barrier-free construction
at stations providing access to airports, as well as promoting specific discussions between stakeholders regarding project
implementing entity, project schemes, and other matters, with the goal of improving access routes to major airports in the
Tokyo Metropolitan Area and Kansai International Airport, among others.

In addition, to improve bus access to airports within National Strategic Special Zones, all necessary measures are being
taken to ensure greater procedural flexibility, including shortening the time given to submit fare and service schedule
plans.
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In accordance with the Comprehensive Logistic Policy Guidelines (2013-2017), logistics policies are implemented in
a comprehensive and integrated manner in coordination between the public and private sectors. A logistics productivity
revolution is also being advanced in order to improve logistics business efficiency and provide added value.

Implementing Logistic Policies to Correspond with Deepening Global Supply Chains

To keep up with deepening global supply chains, efforts directed at reinforcing Japan’s international logistic facilities
are underway, including driving overseas deployment of the nation’s logistic systems.

(1) Promoting Overseas Deployment of Japan’s Logistics Systems

As supply chains continue to get globalized at a deeper level than ever, grabbing the evolving Asian markets would be
essential to sustaining and enhancing the international competitiveness of Japan's industries. The formation of a sophis-
ticated international logistics system should be of prerequisite importance to meet this urge. Capturing the Asian markets
has become an urgent task for Japanese logistics companies that support the business expansion of the nation’s industries
in Asia.

However, the existence of institutional and customary constraints in the partner countries is posing challenges to Japan
in expanding its high-quality logistics systems into Asian nations. Therefore, the MLIT is developing an environment to
encourage overseas expansion of Japan's logistics systems in collaboration with the private sector through logistics pilot
projects, bilateral logistics policy dialogues, projects for development of human resource, international standardization
of logistics systems, and other means.

(2) Strengthening the Functioning of the International Marine Transportation Network

As the globalization of economy progresses, the volume of international marine transportation continues to grow year
to year. From the perspective of optimizing marine transportation through large bundle shipments, container carriers and
bulkers continue to grow in size. In the meantime, key Asian ports have successfully increased their volumes of freight
handling, resulting in concentrated ports of call, international trunk routes making fewer calls at Japan. Furthermore, slow

responses to larger vessels to carry bulk cargo™°t

raise concerns over diminishing competitiveness in domestic industries
forced into a mutually disadvantageous business environment.

In light of such conditions, Japan carries on its effort to streamline the flow of logistics that supports economic activ-
ity in Japan and life of citizens, improving the shipping entities at their location at home, which would in turn augment
Japan’s industrial competitiveness and realize economic reconstruction by maintaining and expanding the calls of inter-

national trunk routes at Japanese ports and simplifying and stabilizing imports of lifeblood materials, such as resources
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and energies.

In parallel with these approaches, efforts to shape an efficient network of marine transportation in which international
and domestic transport services are integrated will be carried on, and relevant measures will be enhanced and developed
at a deeper level of refinement.

() Enhancing the facilities of International Container Hubs

To strengthen Japanese economy's international competitiveness and to maintain and create citizens’ employment, the
international shipping trunk routes that directly connect Japan to North America, Europe, and other places need to be
consistently maintained and even expanded.

For this purpose, the government of Japan chose Hanshin Port and Keihin Port as International Container Hubs in
August 2010 to implement a full package of structural and non-structural measures. However, tumultuous change has
been the defining feature of conditions surrounding Japanese ports: the size of container vessels are becoming larger and
alliance between shipping companies is progressing. Based on these, the government of Japan promotes the policy of
International Container Hubs that consists of three measures: (1) “Cargo collection” at International Container Hubs from

Note A generic term covering cargoes that ship in bulk, such as grains, iron ores, coal, oils and timber.
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wide area, (2) “Cargo creation” through industry accumulation behind International Container Hubs, and (3) “Reinforcing
the competitiveness” of International Container Hubs by, among other efforts, strengthening the functions of deep-water
container terminals, collaborating with port authority and port operating company.

At Hanshin Port, the government of Japan gives “Kobe-Osaka International Port Corporation” — port operating com-
pany which is partially invested by the government — subsidy for projects to collect cargo. As a result, the number of
domestic feeder services connecting between Hansin port and ports in western Japan increased about 50%, from 68 to 99
per every week. The container throughput at the port of Kobe in 2016 recorded high in two consecutive years since the
Grate Hanshin-Awaji Earthquake in 1995.

At Keihin Port, the government of Japan gives “Yokohama-Kawasaki International Port Corporation” — port operating
company which is partially invested by the government — subsidy for projects to collect cargo, and it contributes to open-
ing new direct shipping routes between Japan and North America at the port of Yokohama since April 2017.

Meanwhile, maritime situations grow harsher, which saw the collapse of Hanjin Shipping Co. Ltd. in August 2016, and
the formation of new integrated container shipping business among Japan's three largest shipping companies. Based on
these conditions, the government of Japan continues to promote measures strongly to maintain and expand international
trunk routes including cargo collection from Asian ports to International Container Hubs.

(i) Development of an LNG Bunkering Hub

In response to developments such as a tightening of regulations on SOx in general sea areas after 2020 by the Inter-
national Maritime Organization (IMO) in October 2016, it is predicted that the number of vessels fueled by LNG (liquid
natural gas) will increase, which produces cleaner emissions. The international competitiveness of ports may be largely

determined by whether or not it has an LNG bunkering (fuel supply) hub. Japan is the world’s second largest LNG im-
porting country and MLIT launches a feasibility study for LNG bunkering in the port of Yokohama where ‘several LNG
tanks already located in June 2016 and established a steering committee in December 2016. Based on these results, collab-
orating with the port of Singapore, MLIT promotes measures to build LNG bunkering hubs at Japanese ports to reinforce
the competitiveness of Japanese ports.

(i) Forming a marine transportation network for moving resources, energy sources and so on with stability
and efficiency

Supply-demand balances for resources, energy, and so on, assuring Japan of stable, low-cost imports of these sub-
stances to build up industrial competitiveness of the nation’s industries and to maintain and even create employment and
revenues should be one of the tasks of foremost importance as the nation depends on imports for virtually 100% of its
requirements.

Ten “strategic international bulk ports” were therefore chosen in May 2011 to serve as bases for resources and energy.
In order to enhance the functions of these ports to allow them to serve as marine transport network hubs for bulk freight,
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the development of quays that can accommodate large vessels and the promotion of cooperative transportation using large
vessels through corporate partnerships are being targeted, and both structural and non-structural measures are being taken
with the help of subsidies and preferential tax measures.

At Onahama Port, construction of an 18 meter-deep international logistics terminal started in FY2013 as a base for
handling coal imports, and it was designated as Specified Cargo Import Hub Port in December 2013. Development of
another international logistics terminal with a water depth of 18 m was begun in fiscal 2014 at Tokuyama-Kudamatsu Port.

At Kushiro Port, construction of a 14-meter-deep international logistics terminal started in FY2014 as a base for han-
dling grain imports, and it was designated as a Specified Cargo Import Hub Port in February 2016.

The goal is to realize a stable, low-cost supply of imports and thus build up Japan's industrial competitiveness, create
more employment and prevent outflow of earnings abroad.
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(iv) Building functionally core ports on the Japan Sea

Among the ports located on the coastal line of the Japan Sea geographically close to the fast economically growing
nations across the sea, core ports were selected in November 2011 in an effort to capture the economic booms in these
nations into Japan's growth through selection of functions and concentration of measures and through port-to-port linkage
and to build a disaster-resistant logistics network following the Great East Japan Earthquake. We will continue to follow
up on the progress and other aspects of the plans formulated by port management bodies.

(v) Building an integrated logistics information platform

An integrated logistics information platform that reflects Nippon Automated Cargo Consolidated System (NACCS),
with Container Logistics Information Service (Colins) is being built in order to improve the efficiency of system admin-
istration and user convenience.

(vi) Enhancing functionalities of international ports

The MLIT not only develops international physical distribution terminals, etc. in the international maritime transport
network or at regional hub ports for consolidated competitiveness, etc. of local key industries but also pushes efforts
directed at enhancing the functionalities of these ports, as by pushing their migration to ICT. To address increasingly
sophisticated and diversified needs for East Asian logistics, which is not much different from domestic logistics in both
terms of time and distance and build a low-cost logistics system, the Ministry pushes ahead with functional enhancements
to unit loading terminalsN°*® and with the construction of facilities designed to smooth the flow of cargo transshipment.

(vii) Developing a marine transportation environment

Among all international backbone routes, those that could interfere with bay navigation because of shallow waters, etc.
have been improved and Aids to Navigation have been established to develop a marine transportation environment that
combines the safety of navigation with the efficiency of marine transportation.

Column Toward the Development of an LNG Bunkering Hub

In recent years, the number of vessels fueled by liquefied natural gas (LNG) is expected to increase in
response to the strengthening of international regulations on gas emissions from ships, as LNG emits clean
gases. Under these circumstances, whether a port has an LNG bunkering (fuel supply) hub now has a major
influence on international port competitiveness.

Japan is the world's largest importer of LNG, and LNG bases, which are very expensive to develop, have
already been constructed at many ports. Additionally, in September 2015, a private shipping company
began operation of an LNG-fueled tug boat and a bunkering service that supplies LNG from an LNG tank
truck to a tug boat at the port of Yokohama, and other such initiatives are being implemented to accumulate
expertise on LNG bunkering. Japan is thus in a position to lead the world in the development of an LNG bun-
kering hub. Against this backdrop, the MLIT established a steering committee in June 2016 with the Ports
and Harbours Bureau as the secretariat, with an eye toward the possibility of developing an LNG bunkering
hub at the port of Yokohama as a model case, and compiled a report by that December. Furthermore, in
August of the same year, initiatives for the development of ports in cooperation with Singapore as an LNG
bunkering hub were included in “Economic Measures for Realizing Investment for the Future” (approved by
the Cabinet on August 2, 2016).

Cooperation is also being strengthened with the Maritime and Port Authority of Singapore (MPA), which
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Note A unit loading terminal is a terminal ready for the scheme of transportation in which freights are loaded and unloaded, unitized,
in chasses, containers or the like, to make their physical distribution faster and more efficient.
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is also the operator of the world’s largest heavy oil bunkering port. In July 2016, Mr. Keiichi Ishii, Minister of
MLIT, attended and gave a speech at “Port of Yokohama LNG Bunkering Mini Seminar in Singapore” (spon-
sored by the MLIT and the Japanese Embassy in Singapore), and shared an understanding with the MPA
Chief Executive of MPA of the need to cooperate in developing an LNG bunkering hub.

Furthermore, during the Singapore-dapan Summit Meeting held in September 2016 (Japan side: Prime
Minister Shinzo Abe; Singapore side: Prime Minister Lee Hsien Loong), Mr. Abe expressed his wish to
strengthen cooperation with Singapore in the development of an LNG bunkering hub, and Mr. Loong said
he also wished to seek cooperation in the development of an LNG bunkering hub.

The following October, eight parties from seven countries, including the MLIT Ports and Harbours Bureau
and MPA, signed a Memorandum of Understanding (MOU) in relation to the cooperation on the develop-
ment of LNG as a marine fuel to promote the introduction of LNG-fueled ships, and opened the way to
constructing a worldwide network of LNG bunkering ready ports.

In April 2017, MLIT and METI: Ministry of Economy, Trade and Industry sponsored the “LNG bunkering
International Symposium in Yokohama,” bringing together stakeholders from around the world who are
involved in promoting LNG bunkering, including shipping companies, energy businesses, and port and
harbor authorities (approx. 550 participants from Japan and overseas), to share awareness of the general
course of action that must be taken toward the development of an LNG bunkering hub and a worldwide
LNG bunkering network.

The government of Japan will continue to play a leading role in developing an LNG bunkering hub in Asia,
while strengthening cooperation with Singapore, with the aim of maintaining and expanding container and
other services to Japan’s ports and enhancing the international competitiveness of the Japanese economy.

kering Mini Seminar S/
22 July 2016 .

Mr. Ishii, Minister of MLIT, giving an opening speech at the
“Port of Yokohama LNG Bunkering Mini Seminar in Singa-
pore” (Friday, July 22, 2016)

MOU signing ceremony (Wednesday, Oct. 5, 2016)

The prime ministers of Japan and Singapore shaking hands
at the Japan-Singapore Summit Meeting (Wednesday, Sept.
28, 2016) (Photo provided by: Cabinet Public Relations Office)
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Fuel supply during cargo loading/unloading (image)

Commemorative photo of the sponsors, co-sponsors, and
speakers of the international symposium (Monday, April 3, 2017) Source) MLIT
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(3) Developing Advanced Aviation Logistics Facilities to Pursue Increased International Competitiveness

The MLIT pushes efforts to consolidate the functionalities of the metropolitan airports, drive an airfreight hub imple-
mentation of Japan's hub airports, such as Kansai International Airport and Chubu International Airport, and simplify the
transportation process flow in its bid to positively capture airfreight originating from and arriving in Asia as it promises
further leaps.

(4) Improving Logistics for Promoting Exports of Agricultural and Marine Products and Food Products

The exports of agricultural and marine products and food products reached 750.3 billion yen in FY2016, updating
the record high for the past. With a view to achieving the government’s target of ¥1 trillion in exports of food and other
agricultural products, forestry, and fishery products by 2019, efforts are being made to spread and promote technologies
and devices for preventing those products from perishing during transportation and keep them fresh and expanding trans-
portation of large-volume shipments by combining different items of cargos. These efforts, along with efforts to create
international standards for refrigerated delivery services, are some of the attempts being made to maintain the quality of
food and other agricultural products, forestry, and fishery products and strengthen cost competitiveness.

(5) Strategic Development and Utilization of a Logistically Important Road Network

Building an efficient logistics network is of crucial importance to motor-truck transportation, which accounts for about

90% of domestic transportation. For this reason, the construction of ring roads in the three major metropolitan areas, ac-
cess roads to airports and ports is underway. In fiscal 2016, a new individual subsidy program was launched to support the
development of roads for accessing interchanges on regional high-standard highways, and the “international strategic and
hub port” designation was granted to the last-one-mile of “road network for vehicles exceeding the weight and size limits,”
which take large vehicles onto routes suited to their size. In addition, we are steadily pushing forward with initiatives us-
ing ETC 2.0, such as the simplification of the overweight/oversize vehicle passage permit for vehicles with ETC 2.0 and
a demonstration experiment of the operation management support services for ETC 2.0 vehicles. In addition, a strategy
to save labor in truck transport and improve productivity saw the November 2016 launch of a demonstration project for
double-trailer trucks (trucks pulling two trailers) in the field, primarily on the Shin-Tomei Expressway. Efforts are also
underway to utilize and upgrade existing road networks, including the construction of smart ICs.

(6) Measures That Help Strengthening of International Logistics Facilities

To meet the needs for the improved international logistics network where all modes of land, sea and air are efficiently
combined, we are driving forward the realization of the mutual access of chasses (trailers that have no power drive) to
and from Korea and China.

The MLIT will push the development and redevelopment of physical distribution sites and facilities around internation-
al ports, etc., which are nodal areas for international physical distribution in metropolitan zones. They will also undertake
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this at the ports that are the strongpoints of physical distribution and industry. This will be done to build up international
competitiveness and form an efficient network of physical distribution as an integral part of urban environment improve-
ment activity, while also seeking better disaster preparedness to deal with massive disasters as they occur.

Measures Aimed at Building an Efficient and Sustainable Logistics System in Japan

Additional approaches are underway to build an efficient and sustainable logistics system at home to toughen Japan’s
industrial competitiveness and increase logistics productivity while easing environmental loads.

(1) Flow of Interregional Logistics

The MLIT proceeds to develop nodal points of logistics, such as ports and freight stations, to drive combined multi-
modal transportation. Cargo transportation by rail can be used more efficiently by utilizing the facilities that have been
developed to increase capacities of cargo transportation by rail. The construction of combined multimodal transport ter-
minals is also being proceeded at Toyo Port and elsewhere to consolidate coordination between marine transportation and
other modes of transport. Also, we have supported the development of low floor type railroad cars that meet the height
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Section 2 Implementing Comprehensive and Integrated Logistics Policies

restrictions of existing structures such as tunnels with the aim of promoting modal shift of 40 feet container to railway
transportation in domestic transportation of import/export container cargos.
Key road networks will also be constructed to streamline the flow of truck transportation.

(2) Optimizing Local Logistics in Cities, Depopulated and Other Areas

Urban distribution centers"°*® have been developed in 20 cities and 29 locations (27 of which were already in service
by the end of March 2016), in accordance with the Act on the Improvement of Urban Distribution Centers, to enhance the
urban functions of logistics and streamline road traffic through the intensive location of distribution facilities.

To prevent roadside parking for cargo handling purposes, the Ministry has encouraged local governments to include the
mandatory installation of parking spaces for cargo handling in their municipal parking ordinances. As of the end of March
2016, municipal ordinances that stipulate mandatory installation of parking spaces for cargo handling at commercial fa-
cilities of above certain size were established in 89 cities.

A handbook for designing and operating buildings that takes logistics into account has been drafted and provides
hints as to the kinds of initiatives that will take place in the future. Thanks to this handbook, steps will be taken to more
smoothly unload cargo at buildings and transport cargo within buildings, while it is expected that the burden placed on
traffic and the environment will be limited and harmony with urban development efforts such as creating pleasant scenery
will be achieved.

Measures taken to optimize traffic flow include making focused attempts at eliminating congestion bottleneck points,
constructing graded intersections, and resolving railway crossings that are closed at nearly all times. In parallel, nonstruc-
tural measures, such as those aimed at encouraging joint transportation and delivery pursuant to the Low Carbon City
Promotion Act to boost loading efficiency, have been promoted.

Furthermore, while the number of people having difficulty in daily shopping is increasing in depopulated and other ar-
eas, the logistics efficiency is on the decline. Therefore, a model project on achieving sustainable logistics was conducted
in fiscal 2015 that has led to the accumulation and spreading of practical expertise with respect to problems and solutions
that have been brought to light.

A report was issued in September 2015 by the Panel for Reducing Redeliveries through the Promotion of Greater Parcel
Receiving Method Diversity, which comprises delivery businesses, mail order businesses, and other industry players. Its
findings have prompted efforts to reduce redeliveries as recommended in the report through means that include making
delivery lockers available at the offices of the MLIT for one month starting in July 2016 as a measure to promote more
widespread usage of such lockers. In addition, October 2016 saw the installation of lockers for missed deliveries at Michi-
no-eki, a place of central significance in the region, and the start of a public-private partnership for studying the potential
for these lockers to reduce redeliveries in other regions.

Unmanned aircraft (i.e. drones, etc.) have the potential to be used for transporting cargo to remote islands and depop-
ulated rural and urban areas, as well as for transport when natural disasters occur. However, when used for transporting
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goods, they must be capable of performing complex processes with accuracy and safety while flying outside of visual
range. This includes flying to their destinations as well as taking off and landing in order to load and unload cargo. The
development of a logistics drone port system was therefore launched in fiscal 2016, which enables unmanned aircraft to
make safe and autonomous takeoffs and landings even outside of the operator’s visual range. The system was used in a
cargo delivery trial wherein unmanned aircraft transported goods to special housing for the elderly at Michi-no-eki in Ina,
Nagano, in March 2017. This initiative exemplifies current efforts to make cargo delivery via unmanned aircraft a reality.

(3) Further Efforts to Implement Logistic Services That Are More Sophisticated, Comprehensive, and Efficient

In response to a declining labor force and a rising volume of frequent, small-lot deliveries in the logistics sector, efforts
are under way to economize on labor in and reduce the environmental impact of logistics business. The Act to Amend the
Act on Advancement of Integration and Streamlining of Distribution Business, which seeks to support a wide range of
logistics integration and streamlining efforts taken through collaboration by industry players, went into effect in October
2016. The act has certified and provided the necessary support to a total of 19 (as of March 31, 2017) integration and

Note A large-scale urban distribution center intensively equipped with distribution facilities, such as truck terminals and warehouses,
which is conveniently located for ready access to an expressway interchange, for example.
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Section 3 Reactivating Industries

streamlining plans that detail initiatives pertaining to, among other things, cooperative delivery, modal shifts, and consol-
idating transport networks using warehouses equipped with truck scheduling systems and other software. As of the end of
September 2016, 301 certifications had been made under the unamended system™°'e.

(4) Measures for Labor Shortage in Logistics Sector

Under the influence of falling birthrates with aging populations, concerns over shrinking workforces are looming
mainly in the trucking and domestic shipping sectors. Amid these circumstances, in order to secure the human resources
needed in logistics and enhance logistics efficiency/labor saving, we have worked to facilitate modal shifts and joint trans-
portation and to reduce redeliveries of home delivery services, while striving to promote social significance of logistics
business effectively, in accordance with the Action Plans for Measures for Labor Shortage in Logistics Sector (March
2015 by the MLIT). Also promoted were efforts to use Al and other technologies to streamline logistics operations and
economize on labor.

In addition, based on a report complied in December 2015 at a joint meeting with the Logistics Task Force of the Trans-
port System Subcommittee of the Council of Transport Policy and the Basic Policy Taskforce under Road Subcommittee
of Infrastructure Development Council, we are working to increase productivity of logistics business, while promoting
development of working environments where everyone can work and take active roles regardless of gender and age as
well as creation of attractive workplaces where people can keep motivated to work with pride, such as by reducing long
work hours and increasing wages.

Trends in Railway Industries and Measures

(1) Railway Business
(i) Trends and measures in the railway business

The number of railway passengers carried in FY2015 increased from its year earlier level. At Japan Railway, transpor-
tation on the Shinkansen increased and as did transportation on conventional railway lines, with transportation on private
railways on the increase, too.

In FY2015, the annual volume (tons) and distance (kilometers) of railway freight increased from the previous fiscal
year for container freight, while carload freight slightly decreased.

The railway operators are working on such initiatives as presenting guidance information in multiple languages, show-
ing route and station names along with their alphanumeric notation and offering free public wireless services in order to
enhance railway competitiveness, increase convenience in coordination with livelihood services and be better prepared
in receiving inbound foreign tourists.
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Additionally, traffic IC cards continue to gain growing popularity across the nation since their pioneer “Suica” was
launched by JR East in 2001. Since March 2013, 10 kinds of traffic IC cards used by JR and major private railways and
the like have been made interoperable. As IC cards penetrate more railway operators and areas, they could help improve
passenger convenience and reactivate regional economies.

Note This system supports efforts to use logistics facilities located near social capitals, such as expressway interchanges or ports, as
cores to integrate transportation networks and streamline logistics.
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(i) Initiatives towards the complete privatization of Japan Railways

Japan's national railways were once operated as a centrally-managed organization run under a state-owned corporation.
Improper business management and a failure to account for actual conditions in the areas of service led to high levels of
long-term debt and eventual bankruptcy. This led to the division and privatization of Japanese National Railways in April
1987 and a rebirth of the rail business in Japan. April 2017 marked 30 years since the formation of the JR companies.

The breakup and privatization of Japanese National Railways resulted in the formation of a system characterized by ef-
ficient and responsible management. This led to dramatically improved comfort, convenience, and trust in rail services as
a whole. The East Japan Railway Company, West Japan Railway Company, and Central Japan Railway Company became
fully private entities by 2006, and JR Kyushu Railway Company was listed on the Tokyo Stock Exchange in October
2016. The intended purpose of national railway reform is on the road to being achieved.

The government is also helping Hokkaido Railway Company, Shikoku Railway Company, and Japan Freight Railway
Company—all of which have yet to announce plans to be listed on a stock exchange—to achieve business independence
in a number of ways, including assistance with capital investment and the provision of interest-free loans.

Hokkaido Railway Company is facing particular difficulties in maintaining profitability as more train lines find it dif-
ficult to capitalize on their unique characteristics. Factors include rapidly declining numbers of train passengers as more
people move out of rural areas and begin driving cars or using other forms of transportation. For its part, the national gov-
ernment is working with the Hokkaido Government Office, taking part in discussions between stakeholders and planning

solutions that involve building sustainable traffic systems in rural areas.

(2) Railway Vehicle Industry

The volume of newly built railway vehicles by value moved flatwise for domestic shipment and varied depending on
the status of orders for overseas shipment. Production by value in FY2015 stood at 181.6 billion yen (1,737 vehicles.)
Production by value was broken down into 80.6% (146.3 billion yen) for domestic-bound and 19.4% (35.3 billion yen) for
export-bound, the former declining by 6.7% over FY2014 and the latter rising by 205.2% over FY2014.

Production of railway vehicle parts (such as power generators and bogies) was 323.6 billion yen by value and that of
signal protection devices (such as automatic train control devices and electrical interlocking devices) was 114.5 billion
yen.

Rolling stock builders and others are working to develop rolling stocks that fill diverse social needs, such as speed,
safety, passenger comfort, low noise and being barrier-free, by partnering with railway operators and also to set up and
even expand local production and service sites in the U.S., U.K. and elsewhere with the recent order taking for overseas
projects as an impetus.

E Trends in Motor Truck Transport Business and Measures
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(1) Passenger Vehicle Transport Business
(i) Motor bus business

While motor buses in major cities in which populations have increased have seen slight increases in passenger volume
and revenues, factors that include increasing ownership of private vehicles in rural areas continue to push down the de-

mand for public transport. The climate surrounding the motor bus business remains extremely harsh.
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Changes in the Number of Passengers Carried by Motor

Figure 11-6-3-1
9 Buses and Operating Revenues

(Operating revenue: 100 milion yen) (Number of passengers carried: million passengers)
10,000 2608 3,000
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Operating revenues three major metropolitan areas carried in other areas

(Notes) 1 Numeric data above has been collected from the bus operators who own a fleet at least 30 motor buses.
The parenthesized value for each fiscal year denotes the total number of bus operators who own a fleet at
least 30 buses for that fiscal year.

2 The number of passengers carried in the three major metropolitan areas is an aggregate total for Saitama,
Chiba, Tokyo, Kanagawa, Aichi, Mie, Gifu, Osaka, Kyoto and Hyogo.
Source) MLIT

(i) Chartered bus business
Since deregulations in February 2000,

i Figure 11-6-3-2 Chartered Bus Business Overview
the chartered bus business has sponsored
. . i . (Yen, Cars, 10 thousand passengers) (Companies)
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that properly factor in safety costs and the (Fiscal year)
i i i o (Note) 1 Surveyed by MLIT

lncreasmg number Of forelgn travelers VIS 2 Surveyed by Nihon Bus Association (No data listed for FY2012 because subject operators are different)
iting Japan. Source) MLIT

The Committee of Experts to Investigate
Measures in Response to the Ski Bus Ac-
cident in Karuizawa put together comprehensive measures in response to the Karuizawa ski bus accident that occurred
in January 2016. Based on these measures, efforts are being made to ensure safe and secure chartered bus services that
include strengthening rules for charter bus operators.
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(iii) Taxi business
In the taxi business, the Act on Special

i R Figure 11-6-3-3 Developments in Per Day-Vehicle Reviews of Hires and Taxes
Measures Concerning the Optimization
L 3 Number of passengers carried
and Revitalization of the General Passen- Transport revenue
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—— Transport revenues (10 million yen) ~—®— Per-day-car revenues (yen)

(Note) Per-day-car revenues: Revenues from transport per car per day worked
Source) MLIT

(2) Replacement Driver Service

The replacement driver service is used as an alternate means of transport for drunken drivers. As of the end of Decem-
ber 2016, 8,916 replacement driver service providers are in operation. Keen to add to further soundness of the replacement
driver service, the MLIT has formulated “Measures for Making the Replacement Driver Service More Sound for Added
Safety and Security” in collaboration with the National Police Agency in March 2012 as part of its continuing effort to
drive various relevant measures. Furthermore, the MLIT developed “measures to address issues concerning user protec-
tion toward appropriate operation of replacement driver services” in March 2016 in order to further ensure protection of
users in replacement driver service, and these measures were implemented from April 2016.

(8) Truck Transport Business

The number of motor truck carriers had been on the rise for long, but the number of carriers has been moving crabwise
at about 63,000 since 2008.

Since about 99.9% of truck transport business operators are small and medium sized businesses, they are in a weak
position in relation to shippers and other business partners and thus subject to such issues as not being able to receive ap-

-y
Q
©
—+
(1]
=
(o))
@
g
a
3
«Q
(@)
o
3
Ee]
[0}
=
=
<
[}
m
Q
o
]
o
3
<
[N
>
o
w
[}
Q.
[0}
—-
<

propriate fares and being forced to accept waiting time for convenience of shippers. Therefore, as part of a framework de-
vised by a council that has been meeting since FY2015, a pilot program was conducted in FY2016 to shorten the currently
long working hours through efforts that include decreasing standby time through collaboration between shippers and truck
transport business operators. At the same time, the Investigative Commission for Proper Trucking Industry Fares and Fees
has begun holding discussions aimed at ensuring that the proper fares and fees are received.

Efforts have also been made toward improving business terms for truck transport business operators and conducting
projects that seek to improve productivity.

As changing working arrangements is important to make working in the truck transport industry more attractive, efforts
will continue to carry out these policies on a comprehensive scale.

210  WHITE PAPER ON LAND, INFRASTRUCTURE, TRANSPORT AND TOURISM IN JAPAN 2017



Section 3 Reactivating Industries

Figure 11-6-3-4 Trends in the Number of Motor Truck Carriers
Total number of carriers Increase/decrease in carriers
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(Note) The number of retiring carriers includes that of carriers that have terminated as a result of a merger or transfer.
Trucking Business Act was enforced on December 1, 1990.
Source) MLIT

(4) Securing and Fostering Bearers of Motor Carrier Businesses, etc.

Motor carrier businesses that undertake the movement of people and goods (trucking, bus and taxi businesses, and auto-
motive maintenance business that contributes to safety assurance in these businesses) are a social infrastructural industry
of vital importance to sustaining Japan's economy and means of regional transportation.

A look into the employment structure of the motor carrier businesses, however, suggests that the workforce more or less
depends on middle-aged and elderly workers, with female workers accounting only for about 2%. If this condition lasts,
a serious shortage of bearers of these businesses is feared to occur in the future.

In the light of these circumstances, the MLIT has defined the year 2015 as the “first year of human resources securing
fostering” and worked out its future approaches to analyzing current status across these businesses, identifying problems,
encouraging the work of younger and fe-
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male workers and so on. Figure 11-6-3-5 Employment Structure of the Motor Carrier Businesses, etc.
With regard to tI'lleS, along with ad- Bus Taxi Truck Automotive maintenance  Total industry average

dressing issues concerning and carrying | JEESERS SN0 faoty eoe | eore

out policies aimed at driving a wider adop- Female ratio (F:(-ZS(;’/:4) (Fi-gg/;‘l) égz;) (12 g:g ‘(*230%

tion of and achieving the practical applica- 49.9 58.7 475 443 422

Average age

. . (2016) (2016) (2016) (2016) (2016)
tion Of relay transport’ we are WOI'klIlg on Working hours 210 hours 193 hours 217 hours 189 hours 177 hours
measures to secure bearers by, for exam- 2016) 2016) (2016) (2016) (2016)

. . . . . Annual income JPY 4.49 million = JPY 3.32 million = JPY 4.47 million = JPY 4.17 million = JPY 4.90 million
ple, disseminating information about the (2016) (2016) (2016) (2016) (2016)
license fOI' quasi-medium—size tI'lleS pI'O- (Notes) 1 The ratio of female in e’automotive maintenance is that for second level autpmotive mechanics.
2 Prepared by the MLIT’s Road Transport Bureau for Average Age for Total industry Average from the FY2016
1 1 1 1 mMa- Basic Survey on Wage Structure and for Working hours and Annual income from figures of investigated
gram, enhancmg 1nf0rmat10n d1ssem1na industry total in the FY2016 Basic Survey on Wage Structure

: : 3 Figures for working hours were estimated by the MLIT's Road Transport Bureau from scheduled hours worked + non-

tion and awareness of business managers, 9 9 y P

scheduled hours worked in the Basic Survey on Wage Structure.
Scheduled working hours indicate the number of hours actually worked during the hours from start time and finish time on

leveraglng F emale TIuCk D river P romo- scheduled work days in June each year as stipulated in employment rules or other such documents of the business office

. . . » Nonscheduled working hours indicate the number of hours actually worked outside the scheduled working hours and the
tion PI'O_] ect Slte- number of hours actually worked on prescribed days off.

. . .. . 4 Annual income is the figures estimated by the MLIT's Road Transport Bureau from regular salary paid in cash

The bus lndUStry 1S advel'tlsmg the ]Ob x 12 + annual bonuses and other special salary in the Basic Survey on Wage Structure.
. . Regular salary paid in cash means six-months’ worth of salary paid in cash (before deducting income tax,
Of bus drlver as a ChOlce fOf employment, social insurance premiums, etc.) and includes base salary, rank allowance, attendance allowance, commut-
. . . ing allowance, family allowance, overtime allowance and the like.
and 1S creatlng ﬂyers and leaﬂets targetlng Annual bonuses and other special salary means the amount of bonuses and special salary such as fiscal

) . year-end special allowance paid during the January-December period of the year preceding the survey year.
young female Jobseekers. Bus companies Source) Prepared by the MLIT’s Road Transport Bureau from Labor Force Survey by the Ministry of Internal Affairs and
Communications, Basic Survey on Wage Structure by the Health, Labour and Welfare Ministry, Japan's Bus

are also WOI’kil’lg to recruit and train more Service by the Nihon Bus Association and Hire-Taxi Year Book by the Japan Federation of Hire-Taxi Associ-
ations, and Automotive Maintenance White Paper by the Japan Automobile Service Promotion Association.
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bus drivers by creating recruiting and training handbooks.

In the taxi industry, June 2016 saw the launch of the Female Driver Support Enterprise certification program, which
seeks to get and keep more women in the taxi workforce by supporting and advertising efforts aimed at improving female
driver employment and by businesses trying to make it easier for women with children to continue working.

The automotive maintenance industry is targeting women and younger people, working to advertise and improve the
perception of being a mechanic by working with public and private entities through efforts that include visiting high
schools and putting up posters. Based on the results of a survey conducted by a panel of experts that looked at work envi-
ronments as well as compensation and benefits, further measures are being planned according to business type, size, etc.,
in collaboration with the industry players involved.

Trends in Maritime Industries and Measures

(1) Achieving Stable Marine Transportation
(i) Achieving Japanese-flagged vessels and Japanese seafarers

As Japan is a nation with limited resourc- Trend in Number of Japanese Seafarers Aboard Interna-
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since the Plaza Accord.

To address this situation, a tonnage tax
systemN°®® went into effect in FY2009 for
Japanese vessels owned by Japanese over-

seas ship operators who have been certified

under the Japanese-flagged Vessels and | Source)MLIT

Japanese Seafarers Securing Plan in accor-

dance with the Marine Transportation Law.

In FY2013, the system sought to supplement the number of Japanese vessels by expanding the scope of the system to
vessels that are owned by subsidiaries of Japanese overseas vessel operators and that have taken measures to be flagged as
Japanese-flagged vessels when navigation orders are given (referred to as semi-Japanese-flagged vessels). These efforts
are helping to increase the number of Japanese vessels and mariners.

Furthermore, as a move to more quickly achieve stable marine transport in the face of a rapidly changing landscape
concerning waters around Japan in recent years, a bill to enact the Marine Transportation Law and Mariners Act was sub-
mitted to the Diet in February 2017. This law would, among other things, add foreign vessels that are owned by the sub-
sidiaries of Japanese vessel owners to the list of deemed-Japanese-flagged vessels, if the vessels satisfy certain conditions.

Note A tax system that calculates the amount of corporate tax on the basis of a predetermined deemed profit according to vessel
tonnage, rather than yearly profits. Similar tax systems are already introduced in the world’s major nautical nations.

212  WHITE PAPER ON LAND, INFRASTRUCTURE, TRANSPORT AND TOURISM IN JAPAN 2017



Section 3 Reactivating Industries

These initiatives aim to stabilize the ma-

) : } i Figure 1I-6-3-7 Changes in the Number of Japanese Seafarers
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boosting Japan's economy and maintaining
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and upgrading national life. Coastal ship-

them being 50 years of age or older, and | Scurce)MLIT

it is necessary to secure and foster a suf-

ficient number of young seafarers so that

bearers’ shortages will not occur when old seafarers retire in a large number. In response, efforts are under way to expand
employment opportunities for new seafarers. One such effort involves strengthening the system for supplying seafarers

by making it easier for seafarers to find employment through such means as providing support for conducting short-term
training courses and offering direct invitations to participate in employment seminars at culinary schools for people who
have not graduated from a mariner training institute. Another effort involves supporting business operators that employ
new seafarers in a systematical and holding job interviews for new graduates by working with the organizations involved
to encourage participation by graduates whose schedules have so far prevented them from attending.

On the other hand, a certain number of ocean-going Japanese sailors need to be secured and fostered from economic
security and other perspectives. Therefore, we are making efforts to secure Japanese seafarers, including steady imple-
mentation of the plan to secure Japanese vessels and seafarers.

As Asian seafarers account for a greater proportion of the total seafarers aboard Japanese merchant fleet, training aimed
at improving the skills of mariner’s instructors in the developing nations has been conducted to help secure and foster
more capable Asian seafarers.

The I.A.IL. Japan agency of Maritime Education and Training for Seafarers (JMETS) is the seafarers training institutions
over which the MLIT holds jurisdiction. JIMETS, which was established through an April 2016 merger between the [.A.IL.
National Institute for Sea Training and the I.A.I. Marine Technical Education Agency, is the largest seafarer training in-
stitute in Japan. It provides new seafarers training, practical training according to sea freight company needs, and sailing
training for students of mercantile marine universities and colleges of technology.

Going forward, JMETS is steadily pushing forward the securing and fostering young seafarers by advancing training
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contents and making the best use of its resources.

In addition to these efforts to secure and foster seafarers, continued efforts will be directed at promoting On-board
Occupational Health and Safety Management System and Work Improvement on Board (WIB), a continual approach to
reducing seafarers accidents to add to the vocational charms of the job of being a seafarer.

(iii) Promotion of the understanding of ocean by the public

While achieving stable marine transportation is crucial in supporting the Japanese economy and national life, the un-
derstanding of sea by the public is not necessarily sufficient. To this end, the MLIT is working with local governments,
businesses, related groups, schools, boards of education, and other organizations to promote the understanding by the
public—young people in particular—on maritime affairs, through initiatives that include Ocean Month, the Sea-Festa
(held in five cities, two towns, and one village, including Toyohashi City, in 2016), and commending those who have been
instrumental in helping Japan to grow into a maritime nation (Prime Minister's Commendation).

In addition, in an address delivered on Marine Day in 2016, Prime Minister Abe announced the launch of the “Nippon
Platform for Marine Education” an organization promote marine education. In response, the MLIT has furthered its plans
for efforts such as marine education programs for elementary and secondary school education. Following this, in August
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2016, regional transport bureaus and related organizations have collaborated with boards of education to provide second-
ary school students with career education that teaches the benefits and importance of maritime work, while opening up

related jobs as career choices, with the goal of increasing the maritime industry workforce in the future.

Column Historical Maritime Depression and Integration of Regular
Container Services of International Shipping Companies in Japan

International shipping could be said to be an industry in which a gap tends to emerge between demand
and supply. This is because ocean-going ships require several years from placing an order with a shipyard
to completion, and also because they have a long service life until they are scrapped.

The large number of ships that were ordered during the maritime boom before the Lehman Crisis have
been launched on the market in recent years, but ocean-going ships have fallen into a state of considerable
oversupply, due to the declining volume of seaborne trade throughout the world accompanying the slow-
down of China’s economy.

Such aggravation of the demand-supply environment was reflected in the Baltic Dry Index (BDI; first
published on January 4, 1985, at a level of 1,000 points), an index that measures the transport cost of bulk
carriers that transport dry cargo such as iron ore, coal, and grains, which recorded a lowest-ever value of
290 in February 2016. The China Containerized Freight Index (CCFI; first published on January 1, 1998, at
a level of 1,000 points), an index of container freight cost, also marked a record low in the same year on
North American and European routes, and illustrated the severity of the business environment surrounding
international shipping.

Under this situation, on October 31, 2016, the three shipping companies of Nippon Yusen, Mitsui O.S.K.
Lines, and Kawasaki Kisen announced that they will be establishing a joint venture that integrates their regu-
lar container services as a measure to ensure efficient business operations and to pursue economy of scale.

The MLIT expects that the integration of the three companies’ regular container services will strength-
en the competitiveness of Japanese international shipping companies and lead to the provision of stable
services to users, and is thus prepared to respond to consultations from the three companies so that the
integrated business can produce the expected effects.

Long-term trend of the bulk carrier freight market Long-term trend of the container freight market
(BDI) (CCFI)
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(2) Marine Transportation Industry
(i) International shipping

The volume of cargo movement on ocean in the world for 2015 stood at 10.718 billion tons (up 2.0% year-on-year) with
Japan’s volume of seaborne trade for the same year at 0.94671 billion tons (down 1.2% year-on-year).

Despite a mild recovery of the economy and a decline in fuel oil prices in the U.S., overall international shipping busi-
ness conditions were severe in FY2015 due to a slowing of economic growth and an oversupply of seagoing vessels in
emerging nations.

(i) Domestic passenger shipping business

Domestic passenger shlpplng business Trends in the Number of Domestic Passenger Ship Opera-

. . Figure 11-6-3-8 .
demand was 88 million passengers in & tors and Number of Passengers Carried
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increase tourism among those interested | Oots)) rtslr s s b s, st s o s s o e
in maritime scenery and other opportuni- | Souce/MUT

ties. The ferry business has modal shift po-
tential and serves a key role in providing
transport after natural disasters occur.

This has prompted the MILT to provide Figure 11-6-3-9 Delivery of Request Letter from the Minister of MLIT
support for the construction of highly en-
ergy-efficient vessels through preferential
tax measures and a joint shipbuilding pro-
gram administrated by the Japan Railway
Construction, Transport and Technology
Agency. At the same time, the MLIT is

supporting the development of new tour-
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ism-related services under the Model
Zone for Sea Travel Revitalization Pro-
gram, which was launched in April 2016
(13 zones as of the end of March 2017).
Support is also being provided for seago-

ing vessel construction to facilitate a modal

Source) MLIT

shift under the joint shipbuilding program,

with the goal of achieving the modal shift

targets (coastal shipping volume: 36.7 billion ton-km by FY2020; FY2015 volume was 34.0 billion ton-km) set forth in
the Basic Plan on Transport Policy, which was ratified by the Cabinet in February 2015. This is taking place alongside ef-
forts to implement a system for certifying total efficiency plans in accordance with the Act on Advancement of Integration
and Streamlining of Distribution Business, which was revised in October 2016.
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In addition to the above, the MILT is working with concerned ministries, agencies, and private ferry operators to for-
mulate measures aimed at quickly dispatching regional support teams via private ferry when the Nankai Trough Mega
Earthquake occur. In connection with this, the Minister of Land, Infrastructure, Transport and Tourism sent a request
concerning preferential transport for regional support teams to passenger shipping business operators in order to ensure
seamless transport in the event of a natural disaster.

(iii) Coastal shipping

The coastal shipping volume in FY2015 was 180.3 billion ton-km, a 1.5% decrease over the previous year. Although re-
cent years have not seen any significant decline, the long-term view trends downward for transport demand for industrial
base materials, in particular, due to factors that include a stagnant domestic economy, intensifying international compe-
tition, and business mergers among shippers. Coastal shipping accounts for 44% of domestic logistics and roughly 80%
of industrial basic materials transport, and constitutes a core transport infrastructure supporting Japan’s economy and the
lifestyles of its people. Along with ferry transport, it is a key element for achieving modal shift. However, overage vessels
comprise 70% of all domestic vessels at sea and more than 50% of seafarers are 50 or older. This “dual aging” of vessels
and seafarers presents a systemic problem.

In response, meetings of the Panel to Consider Future Measures for Coastal Shipping Revitalization have been held
since April 2016. Participants have begun discussing the ideal path forward for achieving coastal shipping industry growth

that ensures the sustainable provision of safe, high-quality transport services. In July 2016, the panel released a midterm
report detailing initiatives to be undertaken immediately. The panel is now discussing specific efforts aimed at ensuring
transport reliability and improving productivity as medium- to long-term goals, and plans to present its conclusions in

Note ;

June 2017. Also, the smooth and steady implementation of provisional measures for coastal shipping"°* is also supported.

Figure 11-6-3-10 Status of Consideration of Coastal Shipping Revitalization
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Note A system that grants a certain subsidy to those who have dismantled and removed their ships and that demands the shipbuilders
pay fees (grant of subsidy ended by the end of FY2015).
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(iv) Port and harbor transportation business

The port and harbor transportation busi-
ness plays a significant role as an inter-
connecting node between marine sea and
land transportation in support of Japan's
economy and national life. As of the end
of March 2016, there were 868 transport-
ers (0.7% down from the previous year) in
the general port and harbor transportation
business at the 93 ports nationwide that are
governed by the Port and Harbor Trans-
portation Business Act. Vessel loading and
unloading volumes for FY2015 were ap-
proximately 1,399 million tons nationwide
(down 2.7% from the previous year).

(3) Shipbuilding Industry
(i) Present status of the shipbuilding
industry

Japan’s shipbuilding industry is an ex-
tremely important industry that contributes
to regional economy and employment by
providing a stable supply of quality vessels
tailored to ship owner’s varied needs. Japan
possesses a clustered integration of mari-
time industries in which the marine trans-
port business, shipbuilding business and
ship machinery business are closely linked
to one another.

In the shipbuilding industry, while or-
der volume has remained sluggish since
the 2008 financial meltdown due to stag-
nant growth of the global economy and
over-tonnage, a weaker yen has provided
a tailwind that has led to a recovery of the
market for high-performance, high-quality
Japanese vessels. As a result, since hitting
bottom in 2012, order volume in Japan has
increased for the past three years in a row.
Orders worldwide dropped precipitous-
ly in 2016 due to, among other factors, a
downturn in economic growth in emerging
nations. However, as a result of orders re-
ceived up until 2015, a trade balance has

Figure 11-6-3-11 Japan'’s Maritime Industry Cluster
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Figure 11-6-3-12 Developments in the Volume of Newly Built Ships in the World
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been carried over and business operations are maintaining positive performances. The 2016 domestic construction volume
was 13.31 million gross tons (versus 68.16 million gross tons globally), giving Japan 19.5% of the global market (a 0.6%
year-over-year increase). The production of ship machinery products for 2015 was valued at 1,221 billion yen (up about
5.1% from its year earlier level), with an export amount of 352.5 billion yen (down about 6.7% from its year earlier level).
This was the second consecutive production increase owing to rising orders for new ships in recent years.

WHITE PAPER ON LAND, INFRASTRUCTURE, TRANSPORT AND TOURISM IN JAPAN 2017

Ay21008 pue Awouoog eanedwo) Buiping 9 JG].dE'L]O




Section 3 Reactivating Industries

Figure 11-6-3-13 Developments in Japan's Production, Export and Import of Marine Industrial Products
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(Note) Import volumes represent imports by shipbuilders. Excluding outboard engines and spark-ignited engines.
Source) MLIT

(i) Approaches to consolidating the international competitiveness of the shipbuilding industry

With the goal of consistently overcoming fierce competition in the domestic shipbuilding industry, efforts will focus
on further enhancing technologies for improving production efficiency and saving energy, which are a strength of the
industry. A focus will therefore need to be placed on radically improving productivity through the use of information and
other technologies that are seeing rapid development in recent years.

To this end, since 2016, the MLIT has been using IoT, big data, and other technologies through all phases of seagoing
vessel preparation, including development, construction, and sending into service. The result is an initiative known as
i-Shipping, which seeks to improve production site productivity, cut down on the wasteful use of fuel, and completely
eliminate losses of time due to malfunctions.

Specifically, efforts are under way to improve new vessel development, improve production site productivity, and
realize high value-added ships. Through efforts such as subsidizing technology development and offering tax breaks for
capital investment, efforts have begun to support businesses looking to proactively improve productivity. The MLIT is
also promoting the deployment of high-tech vessels that use advanced technologies, and submitted a bill for the Act for
the Partial Revision of the Marine Transportation Act and Mariners Act to the Diet in February 2017, with the goal of
stimulating Japan’s maritime industry and strengthening the country’s international competitiveness.

Coordinated efforts by government, industry, and academia are under way with the goal of acquiring and training more
personnel for the shipbuilding industry, one of the core principles of i-Shipping. These efforts include promotion of in-
ternships for high school teachers and students to deepen their understanding on appeals of shipbuilding, and improving
the quality of shipbuilding education provided at technical high schools. Having established that expending the maximum
possible effort to acquire domestic personnel through the aforementioned efforts will be a basic goal, the MILT is recruit-
ing overseas workers with the potential to hit the ground running as an urgent and time-limited measure (to be achieved
by FY2020).

Through these measures, efforts are focused on bolstering international competitiveness in order to increase the global
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market share of Japan's shipbuilding industry from the current 20% to 30% by 2025.

(4) Offshore Industries

Offshore development, represented by offshore oil and natural gas production, is an area in which medium- to long-
term growth is expected. In addition, there are many types of vessels used in this field and the revenue per construction is
considerable. As such, offshore development is an important field for Japan's maritime industries (e.g. marine transporta-
tion and shipbuilding). However, as there is no domestic field for offshore resource development, the offshore industries
in Japan are still immature. j-Ocean, one element of the MLIT's Productivity Revolutionization Project, is therefore
aiming to improve such areas as the technical capabilities of Japan's maritime industries in a wide range of fields, from
the design to the construction to the operation of facilities used in the area of offshore development, and gain business
in offshore development market. A central focus will be on continuing to develop educational bases for training offshore
development engineers—a pressing need—and making steady progress in supporting technological development.
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n Trends in Air Transport Business and Measures

In regards to circumstances surrounding

= ) Figure 11-6-3-14 Developments in the Number of Air Passengers (Japan-based Airlines)
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couraged by the entry of LCCs and so Source) Prepared by MLIT from the “Air Transportation Statistical Year Book”
on, reaching 96.06 million in FY2015 (up
0.9% from a year earlier level). The num-

ber of international passengers also turned for the increase from FY2012, reaching 18.85 million (up 12.4% from a year
earlier level), same as the domestic passengers.

Trends in the Consigned Freight Forwarding Business and Measures

The consigned freight forwarding business"°*® is combined with multiple means of transport to provide services specific
to varied user needs. Recent years have witnessed growing entry into the aircraft- and ship-based segments of internation-
al shipment to reflect the cargo owners’ needs for globalization.

Further, while international trade becomes increasingly important and its speediness is globally required, safety as-
surance during transportation is also essential. The MLIT works to ensure the availability of safe and secure logistics
services, as by conducting audits, etc. to consolidate thorough operator code compliance.

n Trends in the Warehousing Business and Measures

Commercial warehouses play a significant role as nodal points of physical distribution. There are 6,031 warehouse
operators (4,884 ordinary warchouse operators, 1,147 refrigerated warechouse operators) as of the end of FY2014.
In recent years, the construction of large, intelligent physical distribution facilities by foreign or domestic real estate en-

Ay21008 pue Awouoog eanedwo) Buiping 9 JG].dEL]O

tities or funds has been activated, giving birth to warehouse operators who rent such facilities to develop their businesses.

Trends in the Truck Terminal Business and Measures

The truck terminal business plays a significant role in streamlining the flow of transport, mitigating congestion and
so on as a nodal point of trucking between a trunk line and a terminal. In recent years, the construction of facilities that
provide the functionality of a distribution center (sorting, processing for distribution and so on), as well as loading and
unloading, is in progress to meet the sophisticated and diversified needs for logistics.

Note A business that transports cargoes by the means of transport (motor trucks, railways, aircrafts, ships) owned by real carriers
(who undertake transportation by themselves) in a fully integrated, complex flow of door-to-door transportation, from picking up
cargoes to delivering them.
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n Trends in the Real Estate Business and Measures

(1) Real Estate Business Trends

The real estate business is one of the key industries that command 2.8% of the total sales of all industries and 11.4% of
the total number of corporations (FY2015).

According to 2017 official land prices (as of January 1, 2017), the national average for residential land prices halted its
decline and leveled out, while commercial land prices increased for the second year in a row. The average for the three
major metropolitan areas continued the rising trend for both residential properties and commercial properties. On the other
hand, land prices in rural areas continued the downward trend for both residential and commercial land, though the rate
of decline was smaller. The number of housing starts was 980,000 in FY2013. This dropped to 880,000 in FY2014 due to
a reactionary drop prompted by a last-minute surge in demand in response to a consumption tax hike. The number then
increased to 920,000 in FY2015.

In the existing housing distribution market, the number of successful deals was 179,000 in FY2016 (up 3.4% from the
previous fiscal year) according to the Real Estate Information Network System (REINS) Note ™,

(2) Status of the Real Estate Industry
The Ministry endeavors to ensure precise administration of the Real Estate Brokerage Act to protect consumer interest

involved in housing land and building deals and to expedite distribution. The number of real estate dealers was 123,307
at the end of FY2015.

The MLIT, along with prefectural and municipal governments, endeavor to prevent complaints and disputes by work-
ing in conjunction with the bodies concerned while imposing severe supervisory dispositions on those entities that have
breached the law. In FY2015, 227 supervisory dispositions were imposed (including 137 revocations of licenses, 63
suspensions of business and 27 orders).

To ensure the proper management of condominiums, the MLIT is taking measures aimed at registering condominium
managers and ensuring proper business operations in accordance with the Act on Advancement of Proper Condominium
Management. As of the end of FY2015, the number of condominium management service entities was 2,185.

Moreover, on-site inspections are being conducted and the necessary guidance and oversight is being provided to con-
dominium management service entities in the interest of, among other things, preventing wrongdoing.

Since December 2011, a “system of rental housing management entity registration” that places a certain set of rules
on the fulfillment of rental housing management services has been put into effect to foster and develop a good-quality
rental housing business. As of the end of FY2015, the number of registered rental housing management entities was
3,815. Before five years passed after its establishment, the system was reviewed in August 2016 based on discussions at
a third-party council. The purpose was to respond to current issues including conducting more proper management and

taking measures against increasing sub-leasing.
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(3) Conditioning the Environment for Market Reactivation
(i) Status quo of the real estate market

Japan'’s real estate had a total asset value of about 2,519 trillion yen as of the end of FY2015 Note2,

The book value of the real estate or the trust beneficiary interest in real estate that were acquired by J-REITs (real estate
investment corporation), real estate specified joint enterprises, special-purpose companies and so on as objects of securi-
tization during FY2016 stood at about 4.8 trillion yen.

Note 1  Real estate brokers have property information loaded on REINS for them to exchange. As property deals are concluded success-
fully, the relevant information, including the transaction prices, is stacked on REINS.
Note 2 A sum total of the values of the buildings, structures and land calculated on the basis of National Accounts.
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J-REITs play a central role in the real-estate investment market. As many as five brands were newly listed in just one
year in FY2016. As of the end of March 2017, 58 brands were listed on the Tokyo Stock Exchange. Total book value
of assets under management of J-REITs amounts to 17.2 trillion yen and the market value of the real-estate investment
securities adds up to about 11.9 trillion yen.

The Tokyo Stock Exchange REIT Index, which indicates price movements across the entire J-REIT market, put the
market in a good position in 1H 2016 as a result of factors including the negative interest rate policy implemented by the
Bank of Japan. The index rose from around 1,700 points in early January to between 1,850 and 1,900 between February
and July. Although numbers sagged from August on due to long-term interest rates and other factors, the index had re-
turned to around 1,850 points by the end of December. This rebound owed to, among other things, heightened optimism
for U.S. economic growth following the results of the American presidential election and an interest rate hike by the Fed-
eral Reserve Board, as well as a weaker yen resulting from stabilization of long-term interest rates in Japan.

The amount of yearly property acquisition in J-REITs stood at about 1.7 trillion yen for 2016.

(i) Conditioning the environment for real-estate information

The MLIT surveys real estate transaction prices, etc. nationwide in a bid to make the real estate market more transpar-
ent, streamline, and reactivate deals. Information thus collected from such surveys, including locations, areas and prices
of real properties traded, is uploaded at a Website on the Internet (Land General Information SystemM°*®) with due care
taken to prevent identification of the individual properties (as of March 2017, the number of transactions published was
2,971,491 and the number of visits to the website was about 710 million).

In the interest of tracking real estate price trends in a more accurate and timely fashion based on lessons learned from

financial crises and other events in recent years, the MLIT has announced that it will publish a property price index (res-
idential) on a monthly basis in accordance with guidelines prepared by the IMF and other international organizations,

and has published a property price index (commercial) every quarter since a pilot project for the index was launched in
March 2016 .
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Note http://www.land.mlit.go.jp/webland/
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Figure 11-6-3-15 Land General Information System

posted every quarter on an MLIT website, with care to protect the properties in question from being identified easily.

O Since April 2008, transaction price information based on questionnaires conducted among parties to real-estate deals has been
O As of March 2017, information on 2,971,491 properties was posted, attracting a total of about 710 million Web accesses.

[Bemeas 9] g YUY ILTL K

| ERETHET A BA(RL20 s o EEETE. REORE RO .

- 40 I"l?w;m
il g i fa
Qﬂﬁlu ﬁ'- o i
@ v 5 f :

[Fazeemamen @=iwzan) v

.""’G'IMG‘M”*’H"“’ *J{'“'I mI‘"mm £ ;' 1,200,000 — R
i 260,000 it La00,000
oiee | i )
maam S T i o oy : '
¥ ol ; ; i g i, aun - k] -
PTG e T900.000 i S8 = ) .
ER was-2s [15:] 5n | 2 fun . . . ' : .
5 KE-13710,000 ' & e H
‘qﬁm “'E%itpwu" ‘mEzooolo - si0w B R pajpe
y ] .,
moe . PEESLL L o e e F
. / 300,000
8319 943,000
ﬁ..‘ﬂ-‘!"‘ﬁlﬂﬁl {4‘ *‘"l'ﬂ’i 200000
[Fior Ae=TOR i ) 20,300
w0000, £hird 2
X !v!';\_ L f .@5 fg @%,@g,s 9" ;s 9"* ) 58.2,5 w& Byt
ms: @ L 'St']' a W
9"{‘%‘{“5‘; oty «'%- %ﬁa et w-ﬁe& 5\‘ BN ‘,ﬂg}:."‘?
Fﬁlﬁﬁ
|m w0 w maE o wuLnnE o REETE
—— S S PR |
ek oy aE e

[N R L ' L1

1-3 (EEE U3-5254-81 01 CODVIGNIE 2010 MLIT JBan. Al RIgS Keserved

£

Bl B R

i
;

Source) MLIT

(iii) Conditioning the existing home circulation market

The MLIT is working to condition the existing home trading environment to promote the circulation of existing homes,
which have a low share of the total volume of housing in circulation when compared with the U.S. and Europe. Revisions
were made to the Real Estate Brokerage Act in FY2016 with the goal of promoting, among other things, usage of the
building conditions survey (inspections) based on discussions concerning issues such as program design related to col-
laborative operations between housing land and building dealers and service providers in the business of inspections and
renovations. Information required for real estate transactions, including transaction histories, transactions made in nearby
areas, natural disaster risk, and legal restrictions, has been gathered efficiently, and a pilot project for a comprehensive
real estate database that allows housing land and building dealers to provide critical information to consumers in a suitable
and timely fashion has been carried out in Yokohama, Shizuoka, Osaka, and Fukuoka. In addition, efforts were made to
put into more widespread practical use the Price Appraisal Manual, which is used in the underwriting process by housing
land and building dealers and which was revised in FY2015 to reflect the intent of the Guidelines for Improving Building
Assessments Relevant to Existing Homes formulated in FY2013.

(iv) Effective use of the tax system
A number of changes were made as a result of the 2017 tax system reforms. These include an extension of the deadline
for application of special provisions on business asset replacement concerning land, etc., held for the long term; an exten-
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sion of the deadline for the application of special measures for registration of transfer of land ownership pertaining to the
registration of transfer of land ownership; an extension of the deadline for application of, and an expansion (the addition
of healthcare facilities to real estate subject to real estate acquisition tax exemption) of special measures pertaining to real
estate acquired by J-REITs and other trusts; an extension and loosening of requirements for the application of special mea-
sures pertaining to real estate acquired by special-purpose companies; and the creation of special measures in connection
with the establishment of new business categories under the Act on Specified Joint Real Estate Ventures.

(4) Building a Real-estate Market Tailored to New Ages

Based on the new direction for land policy laid out in the 2016 New Plan for Land Policy (at an August 2016 meeting
of the Planning Task Force of the National Land Development Council’s Land Policy Subcommittee), a meeting of the
Real Estate Appraisal System Conference was held in order to hold wide-ranging discussions on issues pertaining to the
Real Estate Appraisal System Conference going forward.

On-site inspections by real-estate appraisers and appraisal monitoring surveys concerned mainly with facts about secu-
ritized real-estate appraisals have been conducted to further enhance real-estate appraisal reliability.

Previously, properties acquired by REITs were mainly offices and residences. In recent years, however, types of proper-
ties acquired are expanding to hotels, logistics facilities, healthcare facilities and the like. As a step toward making it easier
for REITs to acquire healthcare facilities, a seminar was held in collaboration with concerned ministries, agencies, and

other organizations that targeted healthcare business operators based on REIT-related guidelines for healthcare facilities
drafted in 2014 and 2015.

A number of efforts have been made to bring real estate securitization techniques into wider use in local regions. These
include holding seminars and mobilizing experts to participate in real estate securitization projects in small cities. To pro-
mote the reuse of vacant homes and shops through the use of crowdfunding and other means, a bill for the Act for Partial
Revision of the Act on Specified Joint Real Estate Ventures, which provides for the creation of a registration system for
small specified joint real estate businesses and the development of crowdfunding rules, was ratified by the Cabinet and
submitted to the Diet in March 2017.

Under the project to promote formation of earthquake-resistant/green buildings, the decision was made to invest in
a public-private fund for the financing of two environmental development and environmental improvement projects in
fiscal 2016.

In addition, with the aim of promoting the usage of public real estate (PRE) owned by local public entities and further
expanding the real estate investment market, handbooks on utilizing securitization and other techniques were distributed
to employees at local public entities. A related model project was also conducted. Along with these efforts, the MLIT
launched the Public Real Estate (PRE) Portal SiteN°®, which serves as a central repository for information provided by
private organizations and information on sales of and loans for underutilized real estate published by local public entities
and other organizations actively engaged in working with private enterprises.
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n Building a Sustainable Construction Industry

(1) Conditions Surrounding the Construction Business

An essential player in developing social infrastructure, the construction industry plays a major role in helping to
achieve a bright future for Japan through efforts that include urban revitalization and rural area development. It is also a
very important defender of Japan's communities, helping with recovery from earthquakes, taking measures to prevent and
mitigate disasters, carrying out strategies to address aging facilities, and performing maintenance.

However, the rising proportion of elderly citizens in Japan is leading to systemic problems that include a declining
number of young workers in the construction industry and a greater proportion of older workers. Addressing these prob-
lems, and building a sustainable construction industry, will be critical.

Amid these circumstances, the MLIT drafted rules for ensuring proper procedures for foundation pillar construction
in March 2016. These rules, which seek to address a problem concerning foundation pillar construction that was brought
to light in 2015, were created in response to interim guidelines released by a task force in December 2015. With respect

Note http://tochi.mlit.go.jp/pre-portal-site/preportalsite
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to systemic problems facing the construction industry, in July 2016, the MLIT created a guideline to ensuring the quality
of private construction work following the release of interim guidelines by the Fundamental Issues Subcommittee of the
Central Council on Construction Contracting Business in June. The MLIT also took measures in October to set forth de-
cision-making criteria concerning the prohibition of blanket contracting.

Furthermore, at a Construction Industry Policies Research Group meeting conducted in October, discussions were
held concerning a basic framework for construction industry-related programs aimed at improving construction industry
productivity while also maintaining workplace capabilities 10 years from now.

Figure I11-6-3-16 shows the trends in construction investment and the number of licensed contractors and employees.

Figure 11-6-3-16 Trend in Construction Investment, Number of Licensed Contractors and Number of Employees

(O The amount of construction investment, after peaking at about 84 trillion yen in FY1992, dipped to about 41 trillion yen in FY2010, but is
now forecast to get back to about 52 trillion yen in FY2016 (about 38% down from its peak).

(O The number of contractors was about 470,000 as of the end of FY2016, down about 23% from its peak (at the end of FY1999).

(O The number of construction employees (2016 average) was 4.92 million, down about 28% from its peak (1997 averge).
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(2) Securing and Fostering Human Resources to Work for the Construction Industry

The construction industry builds on a large number of human resources. While the number of employees in the con-
struction industry shows signs of pickup in recent years, it would be important for the MLIT to direct its continued efforts
at securing and fostering industry leaders, including young workers, as well as challenging reforms of work methods,
in order to enable the construction industry to continue playing its role as a community supporter in the background of
falling birthrates with aging populations.

To this end, the MLIT is working to refurbish the environment that makes construction builder confident about their
future prospects, including a continued, stable supply of public works funding, in addition to improving the labor condi-
tions drastically, such as maintaining appropriate wage levels and encouraging their subscription to social insurance and
other security programs. The MLIT revised the system for technical certification to facilitate early use of young workers,
and is keen to enhance education and training in the industry to facilitate the smooth transfer of skills from generation to
generation. Moreover, the MLIT is making efforts to further increase women’s engagement in the construction industry,
based on an action plan formulated through a joint effort between the private and public sectors.

Moreover, the MLIT will be working to help boost productivity in the construction industry, such as by introducing
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i-Construction at construction sites and improving the heavily tiered subcontracting structure, in light of declines in work-
ing population in the future.

United public-private approaches will be driven to encourage more people to join in the construction industry and let
them concentrate on their jobs with pride.

In addition, the project of receiving foreign construction workers is in place since April 1, 2015 as a time limited
measure to handle increased construction demand due to one-off factors such as hosting of the 2020 Tokyo Olympic and
Paralympic Games. Under this framework, 1,480 foreign construction workers entered Japan (as of March 31, 2017).

(8) Establishing a Framework of Fair Competition

The construction industry must establish a framework of fair competition among contractors, including thorough legal
compliance, to enable those of them who are superior in their technical strength, construction capability and management
power to keep up with their growth. Accordingly, MLIT has conducted subcontracting transaction status surveys, on-the-
spot surveys, etc., opening a desk for consultation services on troubles and other problems encountered in concluding
construction work contracts as “Construction Business Transaction Normalization Center” and the Construction Business
Normalization Promotion Month. The Ministry has been working to normalize the practice of deals between prime con-
tractors and subcontractors in the construction business through means that include making revisions to the Guideline to
Legal Compliance in the Construction Industry in March 2017.

(4) Measures Aimed at Supporting Construction Companies

(i) Regional construction business management-incentive finance program g
. . . _ v
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guaranteed by a factoring company™°'® and

Note A financial enterprise that collects receivables owned by others by guaranteeing or purchasing them. At present, 10 factoring
companies, including bank subsidiaries, prepayment guarantee companies and leasing companies, run this service.
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by indemnifying the factoring company for part of losses, it may suffer upon fulfillment of the guaranteed obligations.
This program has been implemented since March 2010 and will be carried on through FY2017.

(iii) Regional construction industry revitalization support project

In the regional construction industry revitalization support project, regional revitalization support advisers, including
human resources development experts and small and medium enterprise management consultants, provide wide-ranging
advice that help resolve management tasks or technical tasks, such as execution management tasks, to smaller or mid-
dle-ranking construction companies and construction-related businesses (such as surveying, construction consulting and
geological surveying) as they work to develop, and maintain and manage social infrastructures and to get prepared for, and
reduce the impact of, disasters in support of communities. In addition, for exemplary initiatives where multiple companies
or other organizations collaborate and contribute to securing and fostering of industry bearers and higher productivity, we
provided continued support by a team of experts until set goals such as plan development are achieved (consulting sup-
port) and subsidizing part of expenses in the phase of implementing the plan (step up support) as priority support projects.
In FY2016, we provided consulting support in 20 cases and step up support in 15 cases.

This program has been implemented since 2015.

(5) Promoting Construction-related Businesses

Information about the total number of operators registered in the construction-related businesses (such as surveying,
construction consulting and geological surveying) is published each month and analyses of the financial conditions by
sector based on that information are released at the end of the next fiscal year. In addition, the MLIT works to encourage
sound growth of the construction-related industries and make effective use of the registration system, as by holding ex-
planatory sessions for students before attending school in collaboration with the associated bodies.

(6) Present Status of Construction Machinery and Growth of Construction Production Technologies

The number of units of major construction machinery owned by organizations and people in Japan totaled approximate-
ly 870,000 in FY2013. Market share by industry for units of construction machinery purchased was about 54% for the
builder’s equipment leasing industry and around 25% for construction businesses.

Pursuant to the second phase “Computer-Aided Construction Promotion Strategies” (formulated in March 2013), to
encourage and diffuse the practice of computer-aided construction, the MLIT seeks to promote proactive use of machine
control/machine guidance technologies realizing high-precision and efficient construction under automated control. As
current deployment of computer-aided construction equipment is inadequate to encourage and diffuse the practice of com-
puter-aided construction, it will be essential to develop the construction industry, as well as to support a healthy builder’s
equipment leasing industry, since this industry accounts for a major share of construction machinery purchases.
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(7) Settling Disputes Arising from the Execution of Construction Works

To promptly resolve disputes arising from the execution of construction work contracts, the Construction Works Dis-
pute Review Panel implements dispute settlement procedures. In FY2015, the Panel received 39 applications (three of
arbitration, 34 for conciliation and two for mediation) at the central level and 94 applications (24 for arbitration, 55 for

conciliation and 15 for mediation) at the prefectural level.
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