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2008 is the year when specific reform policies under the Fukuda Cabinet will be called 

into question.  

The Council on Economic and Fiscal Policy (CEFP) should focus on three priority 
areas: (1) enhancement of growth potential, (2) the integrated reform of social security 
and tax system, and (3) administrative and fiscal reform. It is essential that the CEFP 
clarifies the Fukuda Cabinet’s reform policies by presenting easy-to-understand 
discussions and continuously conveying its messages. At the same time, this year should 
clearly mark a turning point toward what the prime minister calls “a society in which the 
people and the consumers play leading roles.” 

Concern over a slowdown in the U.S. economy and soaring crude oil prices indicate a 

potential increase in future risks for the Japanese economy. It is necessary to pay close 

attention to current economic situations, and understanding the nature of changes in the 

global and Japanese economies is also required to overcome the vulnerability of our 

economy. It is essential to get an overview of qualitative changes in the Japanese economy 

in the face of structural changes in the global economy in recent years, including potential 

risks inherent to the Japanese economy, international flows of funds and the distribution 

of growth results between enterprises and households, and to consider what kind of 

economic structure will be conducive to “autonomous” growth. To this end, we would like 

to propose the establishment of expert committees to complete intensive discussions on the 

issues within six months. 

 

1. Establishing “autonomous” economic structures  <Creation of expert committees > 

 

♦ The functions of the expert committees are to discuss Japan’s future economic structures 

capable of responding to dynamic structural changes in the global economy, by paying 

close attention to issues listed below.  



- Global fund flows and macroeconomic risks 

- Distribution of economic growth outcomes conducive to sustainable growth (including 

labor share) 

- Attitudes toward economic growth and disparities 

- Economic circular flows between enterprises and households (including a shift towards 

a consumer-oriented economy, and flow of funds) 

- Changes in international economic environments and policy responses. 

 

2. Enhancing growth potential – crystallizing new growth strategies – 

 

♦ New growth strategies should be formulated by the following procedures, and should be 

drafted by the CEFP this spring. 

- The CEFT will summarize the pillars of the strategy by the end of January. 

- The expert members will then propose concrete policy measures and how to proceed 

with the measures and the CEFP will hold deliberations on them with relevant ministers. 

- Following the deliberations, relevant ministers will present concrete plans, including the 

establishment of numerical targets. Then the CEFP will draft the plans.  

- Expert committees will discuss necessary reforms that address globalization and labor 

market reforms, and the CEFP will then deliberate on these reforms based on expert 

committees’ reports. 

 

3. The integrated reform of social security and taxation – establishing a sustainable social 

security system – 

 

♦  We should discuss how to establish a sustainable social security system, in coordination 

with the National Commission on Social Security, from three viewpoints: (1) the level 

of benefits, (2) the level of burdens and (3) bearers of the burdens. 

- We have to review forecasted social security benefits and burdens based on the new 

population projection and discuss a number of measures to realize a sustainable social 

security system. 

♦ We should discuss how to secure reliable revenue sources for social security. 



- We have to raise the state’s share of contributions to the basic pension scheme to one 

half by FY2009.  

- We have to discuss how to secure reliable revenue sources for social security to raise the 

state’s share of contributions and how we should push forward the fundamental reform 

of the tax system. 

♦ The Government should firmly maintain the “Integrated Reform of Expenditures and 

Revenues” in social security.  

- The Government should discuss and show how to reduce expenditures related to social 

security services (Remaining amount: approximately 660 billion yen) through reforms 

by FY2011. 

- In order to ensure quality as well as efficiency in medical care services, the Government 

should conduct a follow-up survey on the “Program for Improving Quality and 

Promoting Efficiency in the Medical and Nursing Care Services” and implement 

effective measures accordingly.  

- The Government should review the benefits and burdens of social security services and 

countermeasures against the declining birthrate, of which costs are not covered 

completely by spending cuts, so as not to saddle future generations with financial 

burdens. 

- The postponement from April of a planned increase in elderly patients’ out-of-pocket 

expenses for health care should be lifted after the pertinent time period. Unless relevant 

revenue sources are secured, the said postponement must not be extended. 

 

4. Administrative and fiscal reform – establishing efficient and reliable Government 

functions –  

♦  Compliance with the “Integrated Reform of Expenditures and Revenues” 

- The FY2009 budget should ensure compliance with the “Integrated Reform of 

Expenditures and Revenues.”  

- The Government should enhance the implementation the PDCA (Plan, Do, Check and 

Act) cycle, in particular, in social capital development. 

-   The Government should ensure a path toward a surplus in the primary balance in FY2011, 

and then discuss specific targets to be achieved in the Phase III (The ratio of debts of the 

Government to the GDP should be reduced stably to mid-2010s.) to reach some 



conclusions. 

♦ We should promote decentralization in coordination with the Committee for the 

Promotion of Decentralization Reform. 

- We should launch the reform of local branch offices of the central government. 

- The Government should clarify basic policies concerning local government finances, 

including policies on integrated reforms of tax source allocation, subsidies, local 

allocation taxes and local bonds. 

- The Government should expedite deliberations on the realization of a broader regional 

government system (doshu-sei). 

♦ We should review the Government’s functions to achieve a “zero futility” government 

and to “classify the Government’s duties.” 

- The functions that the Government should take on and those that should be entrusted to 

the private sector should be identified from the public's point of view. 

- We should conduct a follow-up survey on the ongoing reform of special budget accounts 

and accelerate the reform. 

♦ We should carry out reforms for creating an administration in which consumers play 

leading roles. 

- The Government should fundamentally review the way it should administer consumer 

affairs to establish a consumer administration that puts itself in the position of people. 

- We should promote regulatory reforms from the public's point of view. 

 

To facilitate discussions on evidence-based policies concerning the above issues, the 

ministries involved are asked to present materials and data listed in the attachment. 



Attachment 

 

Materials and data necessary for the discussions 

 

1. Crystallizing of new growth strategies 

▪ Changes in global fund flows   <Cabinet Office> 

▪ Analysis of impediments to foreign direct investment in Japan   <Cabinet Office> 

▪ Analysis of productivity by sector and business type   <Cabinet Office and other 

ministries involved> 

 

2. The integrated reform of social security and tax system 

▪ Review of forecasted social security benefits and burdens based on the new population 

projection and discussions on a number of measures to realize a sustainable social security 

system   <Cabinet Office and Ministry of Health, Labor and Welfare> 

▪ Current situations of medical and nursing care services and the progress of reforms 

<Ministry of Health, Labor and Welfare> 

 

3. Administrative and fiscal reform 

▪ Verification of the Government’s functions which are now under review   <Ministries 

involved> 


