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ACCJ Viewpoint

RECOMMENDATION

The American Chamber of Commerce in
Japan (ACCJ) supports the initiative by the
Government of Japan (GOJ) to develop a
legislative framework to ensure that Japan has
an environment where freelance contractors
can work with peace of mind.

To help the GOJ achieve this objective, the ACCJ
urges the GOJ to observe the following when
establishing a legislative framework to ensure
that transactions involving freelance contractors
follow best practices:

1. Limitthe scope and content of regulations
to the extent necessary to achieve the
desired action.

2. When determining the content of
regulations, refrain from creating overly
prescriptive rules.

3. Rules should allow for flexibility in order
to take into account prevailing business
practices.

4. Carry out robust discussion among multi-
stakeholder groups before deciding on
the content of Cabinet and Ministerial
ordinances and guidelines related to the
Act on the Improvement of Transactions
Pertaining to Specified Entrusted Business
Operators, and allow for a reasonable
period of time before the law is enforced
to allow businesses time to adjust.

Adherence to these principles is necessary to
avoid needlessly limiting consumer choice or the
ability of companies and freelance contractors
to operate their businesses.

BACKGROUND

The“Action Plan of the Growth Strategy” approved
by Cabinet Decision on June 18, 2021, raised
various issues related to freelance contractor
transactions, including freelance contractors not
receiving written documents or emails or, even
if they are receiving such documents, receiving
documents in which terms and conditions are not
sufficiently specified. To improve this situation
and create an environment where freelance
contractors can work with peace of mind, the
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Plan committed the GOJ to consider legislative
measures such as establishing rules for written
contracts for transactions between businesses
and freelance contractors.! Following on this,
the November 8, 2021, “Emergency Proposal
Towards the Launch of a New Form of Capitalism”
recommended that the GOJ move in the direction
of quickly submitting to the Diet new legislation
to protect freelance contractors, including to
promote clarity of contracts when businesses
enter into agreements with freelance contractors
and specifying certain prohibited actions.?

Subsequently, on September 13, 2022, a public
comment solicitation was released entitled
“Direction of the Legislative Framework to Rectify
Transactions Involving Freelance Contractors.”
Thisinvolved no publicdebate over new legislation
to protect freelance contractors, and the comment
period closed on September 27 after just eight
business days.3

On February 24, 2023, the Act on the
Improvement of Transactions Pertaining to
Specified Entrusted Business Operators* was
submitted to the 211th session of the Diet,
passed and enacted on April 28, 2023, then
promulgated on May 12, 2023. It will come into
full effect within one year and six months after
the promulgation date.

The Act on the Improvement of Transactions
Pertaining to Specified Entrusted Business
Operators covers all outsourcing (outsourced
manufacture of goods, creation of information
as deliverables, or offering services) between
businesses and specified entrusted business
operators (businesses to whom work is outsourced
and who do not use their own employees), and
requires the development and promulgation of
one-size-fits-all regulations in areas including
payment deadlines.

1. “Action Plan of the Growth Strategy” Ch. 5, Strengthening Investment
in People - 1. The state of the freelance protection system (p. 13).
https://www.cas.go.jp/jp/seisaku/seicho/pdf/ap2021.pdf

2. “Emergency Proposal Towards the Launch of a New Form of Capi-
talism” III. 1 (5) 1) Proposing new legislation to protect freelance
contractors (p. 14).https://www.cas.go.jp/jp/seisaku/atarashii_sihons-
yugi/pdf/kinkyuteigen_honbun_set.pdf

3. https://public-comment.e-gov.go.jp/servlet/Public?CLASSNAME=PC
M10408&id=060830508&Mode=1

4. Act No. 25 of the 2023 Act on the Improvement of Transactions Per-
taining to Specified Entrusted Business Operators
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ISSUES

In the ACCJ’s view, it is important for the
success of the GOJ’s growth strategy to create
an environment where freelance contractors
can work with peace of mind by addressing
the issues they actually face with respect to
transactions with businesses. At the same
time, however, the GOJ should avoid imposing
unnecessary, one-size-fits-all regulations in
areas of commercial transactions that do not
pose serious problems to either party, for the
following reasons:

1. As a general principle, duplicative
regulations should be avoided

Regulations on transactions between businesses
and specified entrusted business operators are
not needed in cases where measures governing
the terms and conditions of transactions are
alreadyinplaceunderexistinglawsorregulations,
or when the competent government agency is
exercising oversight.

2. Additional administrative and IT costs
required to comply with duplicate or
unnecessary regulations may later be
passed on to consumers

The underlying context for the new legislation
is an increasing need to protect freelance
contractors amid the rise in problems caused
by freelance contractors not receiving written
documents or emails or, even when they
do receive such documents, the terms and
conditions not being sufficiently specific. Broad
regulations requiring changes to the terms
of transactions that do not pose any such
concerns should be avoided. The additional
administrative and IT costs required to comply
with such regulations may later be passed on
to consumers. Wide-ranging regulations on
transactions with specified entrusted business
operators could lead businesses to scale back
or even stop doing business with specified
entrusted business operators because of
concern about regulatory compliance costs.

3. One-size-fits-all regulations could
require unneeded changes to transaction
formats for which appropriate transaction
practices are already in place

The Act on the Improvement of Transactions
Pertaining to Specified Entrusted Business
Operators has a one-size-fits-all requirement,
for example, to pay remuneration no later than
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60 days after provision of service is completed
(or, in the case of re-consignment, within 30
days after the day on which the provider receives
payment from the ordering party).

However, transactions between businesses and
specified entrusted business operators take
innumerable forms, and in many cases it is
effectively impossible to pay within 60 days
after services are provided.

For example, when the business and specified
entrusted business operator have agreed in
advance to calculate remuneration based on a set
percentage of revenue collected by customers,
etc., itis not possible to calculate the remuneration
amount until the date the collected revenue (i.e.,
the basis for calculating remuneration) is booked.
Accordingly, payment could come more than 60
days after service provision is complete if sales
are booked after a substantial period of time has
passed after the specified entrusted business
operator provided services.

Transactions such as these should be considered
reasonable and consistent with the specified
entrusted business operator’s preference as long
as the payment calculation method and deadline
are agreed to and made explicit in a contract
document in advance following consultation
among the parties. There are many cases where
businesses and specified entrusted business
operators have done business using such a
payment calculation method for many years. If
a one-size-fits-all regulation “requiring payment
no later than 60 days after service provision” is
imposed, these payment arrangements could
become effectively impossible to use, contrary
to the well-established preferences of both
parties.

Giventhelongstanding pricing practices described
above, there is a need to ensure that regulations
are not one-size-fits-all, in particular where the
regulations could be inconsistent with accepted
market practice and have the flexibility to give
appropriate consideration to prevailing business
practices. It is also necessary to take into account
the existing payment systems that are in place—
in some cases, modifying these systems could be
very costly.
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CONCLUSION

The ACCJ supports the GOJ’s initiative to create
an environment where freelance contractors
can work with peace of mind. However, as
the GOJ works to foster such an environment,
we urge the GOJ to follow a transparent
rulemaking and public comment process over
a substantial period of time before finalization
for effectiveness to ensure there is a multi-
stakeholder debate before determining the
scope and content of the regulations. The GOJ
should ensure that the regulations are not so
broad that they extend to areas that do not
need to be within their scope and to avoid
unintended negative consequences. Also, when
determining the content of the regulation, we
urge full consideration of prevailing business
practices and that the GOJ avoid one-size-fits-
all or overly prescriptive regulations in favor of
allowing for flexible approaches.

In addition, the ACCJ urges the GOJ to ensure
that various stakeholders have meaningful
opportunities to provide input into new rules,
including allowing at least 30 days for public
comments.

The ACCJ stands ready to work constructively
with the GOJ and other stakeholders to achieve
an environment where freelance contractors in
Japan can work with peace of mind.
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