
Provisional Translation

Toward Formulation of “Direction and Strategy for the Japanese Economy” 
December 3, 2007 

Takatoshi Ito 
Uichiro Niwa 
Fujio Mitarai 

Naohiro Yashiro 
 

The “Direction and Strategy for the Japanese Economy” is the first set of medium-term 
economic and fiscal guidelines under the Fukuda Cabinet. FY2011 is the target year for 
the achievement of a surplus in the primary balance. The period up to FY2011 is also 
expected to see dramatic changes in the international competitive environment, including 
economic growth in newly industrialized countries. On the domestic front, the aging of 
population will progress and the baby boomers will reach the age of 65 in the following 
year 2012. 

That is an extremely important period for the Japan’s economy and finances, and 
therefore, the period involves difficulty on the management. With regard to the 
formulation of guidelines for this period, we would like to make the following proposals: 
 
1. Without economic growth, the aging problem cannot be overcome. Developing a 

foundation for enhancing growth potential should be attached emphasis to among any 
other things. 

 
2. In order to achieve a surplus in the primary balance of the central and local 

governments combined by FY2011 without fail, it is necessary to continue to 
thoroughly reduce expenditures and minimize increases in people’s burdens. 

 
3. Regarding the integrated reform of the social security and tax , it is vital to: 

(1) raise the state’s share of contributions to the basic pension system certainly to 
one-half in FY2009, after having implemented fundamental reforms of the tax 
system for the purpose of securing a stable sources of revenue,  

(2) continue discussions at the Council on Economic and Fiscal Policy from the 
viewpoint of designing the most suitable form for social security system in terms of 
both benefits and burdens, and securing a stable sources of revenue for it 

 
4. It is high time to review the government’s shape concerning not only independent 

administrative agencies but also the central government’s local branch offices, etc. It is 



essential to conduct a fundamental review of administrative functions through a 
classification of Government duties and thoroughly examine (1) whether any 
redundancy is remaining and (2) whether or not outsourcing to the private sector is 
possible. 


