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1. “No Future for Japan without Growth” 

Prime Minister Abe declared his policy to pursue the creation of a “beautiful 
country, Japan” in his manifesto and policy speech. His Cabinet is united to make 
efforts to meet the great expectations and mandates demonstrated by the people. We are 
responsible for embodying such efforts for creating of a new country in terms of 
economic and fiscal policy as well. 

“Departure from the postwar regime” as emphasized by Prime Minister Abe 
remains to be a big issue in economic and fiscal system.  For example, Japan’s 
economic system, which had brought about postwar high growth, has shown signs of 
institutional fatigues and mismatches with the times, failing to take advantage of its 
high growth potential and meet the consumers’ needs. 

The notion, “no future without growth,” implies that Japan should seriously 
tackle those structural “bedrock-like” problems, create a whole new regime and put the 
economy on a new growth over a medium to long term. This represents the mission of 
the Council on Economic and Fiscal Policy (CEFP) under the Abe Cabinet. 

We believe Japan can improve its growth capabilities in the global economy of 
the 21st century, even in the face of population declining. We are also convinced that 
the CEFP should play a central role in drafting, implementing and monitoring the 
growth strategy. 

2. Issues for “Innovative Growth” 

We aim at completing a “transition to a new growth economy” in about five 
years from now. For this purpose, the government should designate the first two years 
as a “takeoff period,” where it should boldly tackle reforms to raise the potential growth 
rate of the Japanese economy under the appropriate macroeconomic policy. The 
following seven are the key issues of the reform: 
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i. Innovation to improve productivity 
- Not only in cutting-edge industries but also in a wider range of traditional 

enterprises and industries such as manufacturers, service sectors, small and 
medium-sized firms, and agriculture, forestry and fishery sectors, specific measures 
should be sought to improve productivity through the innovation of information and 
communications technologies etc. 

ii. More efficient labor market (“Labor Market Big-bang”) 
- In order to improve the productivity of the whole economy, it should be required to 

create a mechanism which enables valuable workers to smoothly move from a 
low-productive to high-productive sectors, to develop human resources, and to 
implement specific measures for developing a labor market where employees’ treatment 
is decided according to workers’ profession rather than seniority. 

- The civil servant system should also be reformed. 

iii. Construction of the economy open to the world (especially to Asia) 
- Specific measures should be sought to secure the freer movement of human 

resources, equipment and money in the global market, especially growth-continuing 
Asian economies, and to fit them into Japan’s growth. 

- The development of a tax system from the viewpoint of globalization is required. 

iv. Government should not be a drag on private sector economic activities 
- Regulatory reforms are continuously required to expand the scope of private 

activities in such areas as agriculture. 
- For the fiscal consolidation and expenditure cuts, specific measures should be 

sought, including a budget control program not only on a single-year but also a 
multi-year basis, and a mechanism to prevent automatic tax revenue increases from 
being easily spent on expenditure expansion. 

v.   Necessity for “Redesigning Markets” 
- There remain mismatches between the demand and the supply of healthcare and 

nursing care service. Many children are still left on a waiting list for nurseries. In these 
areas where government intervention is required, specific measures ought to be sought 
to “redesign markets” to make maximum use of human resources, goods and money. 
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vi. Shift toward an age of efficient asset management 
-To make the shift from the age where the government decides how to use funds to 

the age where assets are efficiently managed in the market to produce national wealth, 
specific measures to remove the inefficiencies in the old regime would be required 
through government-affiliated financial institutions reform, special accounts reform, 
independent administrative agency reform and acceleration of a government asset sales 
plan. 

vii. Reform more directly linked with the quality of life 
- Comprehensive decentralization reform to enhance the autonomy of municipalities 

is required to allow administrative services to be provided in a manner to meet the 
residents’ needs. 

-There remains a situation where people feel a sense of waste, such as diehard traffic 
congestion due to fiscal-year end construction in our backyard. Efforts attaching more 
emphasis on the quality of life and specific measures to make the people realize 
outcomes of the reforms should be sought. 

3.	 On the future deliberations of CEFP 

We recommend to hold “Intensive Deliberations toward Innovative Growth” to 
clarify the direction of the Abe Cabinet’s economic and fiscal policy. 

The deliberations should be focused on the following topics: 
①	 Taking resolute actions for expenditure cuts in FY 2007 budget and making the first 

steady step of “Integrated Expenditure and Revenue Reform”. 

②	 Considering mechanisms to secure the effectiveness of “Integrated Expenditure and 
Revenue Reform,” including a multi-year program to control expenditure cuts and 
the development of a budget system framework to prevent automatic tax revenue 
increases from being easily spent on expenditure expansion. 

③	 On each issue for the realization of “Innovative Growth”, the direction of reform 
over the upcoming five years should be shown, which will be reflected in a new 
medium-term policy (“post-Structural Reform and Medium-term Economic and 
Fiscal Perspectives" to be compiled in January 2007). 
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