
Provisional Translation 

Bringing Zero-Based Review to Independent Administrative Agencies 

May 9, 2007 
Takatoshi Ito 
Uichiro Niwa 
Fujio Mitarai 

Naohiro Yashiro 

The Council on Economic and Fiscal Policy has called for a zero-based review 

of the functions of the government with a view to establishing administrative and 

fiscal systems suited to the 21st century. As part of this review, the reform of 

independent administrative agencies should be carried out as follows. 

 Now that six years have passed since the introduction of the independent 

administrative agency system, it is necessary to review this system from scratch in 

order to examine whether existing independent administrative agencies suit the 

intrinsic purpose thereof and whether they are consistent with the various reforms 

that have been implemented over the years. 

1. The introduction of the independent administrative agency system has increased 
transparency over administrative operations by requiring the application of 
business accounting principles and the implementation of audits by accounting 
auditors. 

2. On the other hand, there are criticisms (1) that independent administrative 
agencies serve as a hotbed of bid rigging at the initiative of government agencies 
and the "amakudari" or the practice of providing “golden parachutes” to retiring 
government officials as shown by a recent incident involving the Japan Green 
Resources Agency and (2) that the independent administrative agency system 
stops short of making a drastic review of their core operations, which could lead to 
their abolition or privatization, and merely represents a change of name for 
former special corporations. 

3. It is necessary to reform independent administrative agencies from the 
viewpoint of people as users of government services by clarifying the division of 
roles between the agencies and the government and by going as far as to examine 



whether or not to continue their operations or privatize them. 
Minister of State for Administrative Reform Yoshimi Watanabe should, in 
cooperation with Minister of Internal Affairs and Communications Yoshihide 
Suga, draw up by the end of this year a "reorganization and rationalization plan 
for independent administrative agencies" by reviewing the operations of all 101 
administrative agencies, based on a paper attached hereto, titled "Three 
Principles concerning the Review of Independent Administrative Agencies." 



(Attached Paper) 
"Three Principles Concerning Independent Administrative Agencies." 

Principle 1: Principle of "Public to Private" 
Operations of independent administrative agencies should be limited 
to administrative services that may not necessarily be implemented if 
consigned to the private sector. Other operations or agencies should 
be privatized, consigned to the private sector or abolished. 
Operations for which market testing has been proposed by the private 
sector, for example, may fit the latter case. 

Principle 2: Principle of Competition 
Monopoly of operations by an independent administrative agency 
should be limited to the administrative services that cannot be opened 
to the private sector. Other operations or agencies should be 
privatized, consigned to the private sector or abolished. 
The latter case may be applied unless it is proved that continued monopoly 
by an independent administrative agency will better serve consumer 
interests, for example. 

(For reference): Article 2 of the Law on the General Rules of Independent 
Administrative Agencies stipulates as follows: 
"Independent administrative agencies" as stipulated in this law are corporations 
established, in accordance with the provisions of this law and laws relevant to 
individual agencies, for the purpose of efficiently and effectively conducting 
administrative services and operations that must be securely implemented from the 
viewpoint of public interests such as the stability of the life of people, society and 
the economy, and that do not necessarily need to be directly implemented by the 
national government itself, provided that they may not necessarily be implemented 
if consigned to the private sector or that it is necessary to have the said 
corporations exert monopoly power over them. 

Principle 3: Principle of Consistency 
Consistency with other reforms must be secured. 



(1) Consistency with the civil servant system reform 
It would be necessary to consider the introduction of public invitation of 
applications for top posts, for example. 

(2) Consistency with the reform of policy-based finance 
It would be necessary to set numerical targets for the consolidation and abolition of 
independent administrative agencies' functions related to policy-based finance and 
for the reduction of policy-based finance operations as a whole. 

(3) Consistency with the review of discretionary government contracts 
It would be necessary to thoroughly review discretionary contracts concluded by 
independent administrative agencies and introduce stricter rules concerning open 
bidding for their contracts. 

(4) Consistency with the reform of government assets and debts 
It would be necessary to establish a framework for independent administrative 
agencies to promote the disposal and effective use of their assets. 


