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In order to create a government that is suitable for the 21st century, we should 
streamline government functions by transferring whatever can be transferred to local 
governments and by outsourcing whatever can be outsourced to the private sector. For this 
purpose, administrative functions should be classified in accordance with classification 
standards listed below. 

We suggest that the government establish a program for its medium-term policies on the 
review of the Government functions, in line with the above-mentioned classification 
standards, by June of this year. 
 
1. Classification of duties of the central and local governments over the state’s local branch 
offices 
(1)   The Committee for the Promotion of Decentralization Reform is currently working 

on the classification of central and local government duties. As for the central 
government’s local branch offices, we made a proposal on May 25, 2007, pertaining to 
classification standards over administrative affairs that should be left to the central 
government and those to be transferred to local governments (Please see the 
attachment.), suggesting that it would be possible to transfer, to local governments, 
approximately 100,000 out of 210,000 central government employees currently 
working at the central government’s local branch offices. 
 The National Governors' Association (NGA) advanced the above proposal, explaining 
its basic notions of the classification and presenting the organizations and number of 
personnel that local governments may take over from the central government. We 
highly appreciate the NGA’s proposal that will lead to more decentralization, 
increased convenience for people, and reduction of the number of government 
employees by 20,000. 

 
(2)   The Committee for the Promotion of Decentralization Reform should accelerate 

discussions based on the above considerations, and the Government should 
incorporate the NGA’s basic notion of government function classification into the 
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“Basic Policies 2008.”  
  We have learned that ministries are unwilling to accept the transfer of the central 
government’s duties to local authorities. They should, however, state the negative 
effects possibly brought on by the transfer in a specific and clear manner, since we are 
convinced that the simultaneous transfer of existing organizations and their employees 
will dispel uncertainty over the execution of government duties. 
  The Committee for the Promotion of Decentralization Reform is asked to develop 
concrete proposals on reforms of the central government’s local branch offices, 
including reforms pertaining to their authority, organization and number of employees. 
The Government should then formulate, within FY 2008, an action plan to implement 
the proposals. 

 
2. Classification of services of the public and private sectors (Market testing) 
 
(1)   The Supervisory Commission for Public-Private and Private-Private Competitive 

Tendering is now working hard for the implementation of market testing. Problems 
the Supervisory Commission faces include:  

(I) Competitive bidding with public sector participation has yet to be implemented; 
and 

(ii) The current classification system does not cover the government as a whole. 
 
(2)   In order to seriously classify government duties, first, we have to identify public 

services subject to market testing across all ministries, instead of allowing each 
ministry to identify their duties. Specifically, ministries’ back-office jobs and local 
branch office affairs should be subjected to market testing, and the Supervisory 
Commission should take the initiative in finalizing a specific transfer plan within the 
year. In particular, market testing of ministries’ back-office jobs, which are common to 
all ministries, should be performed across all ministries.   

 
3. Avoid creating excessive new duties (or new regulations) (through the tightening of 

rules on the establishment of new regulations) 
 

While it is important to streamline existing administrative duties, it is vital to avoid the 
creation of excessive new duties. 
(1)   Since October of last year, the Regulatory Impact Analysis (RIA) has been legally 

required for the establishment of new regulations. At present, however, it does not fully 
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avoid the creation of excessive duties for the following reasons (Note): 
(i) The RIA of a new regulation is done only by a ministry that plans to create the 

regulation, and not by across all ministries. 
(ii) The RIA is published belatedly (as it is currently presented on the eve of the 

Cabinet Decision). 
(iii) The RIA provides only qualitative evaluations. 
(iv) Currently, the Cabinet Legislation Bureau, the Administrative Management 

Bureau of the Ministry of Internal Affairs and Communication, and the Budget 
Bureau of the Ministry of Finance review regulations in terms of legitimacy, 
personnel quotas and budget, respectively. At present, however, appropriate 
preliminary review of candidate regulations is not conducted in a 
cross-ministerial manner from the standpoints of regulatory reform, before new 
regulations are established.  

Note: In the OECD’s evaluation of its member countries’ RIA introduction status, Japan ranks last. 

As of 2005, 25 of the 30 OECD member countries already introduced rules requiring trial 

calculation of additional costs incurred by a regulation which will be newly established. 

 
(2) Accordingly, the Council for Regulatory Reform is asked to discuss the way 

preliminary review of candidate regulations should function.  
 
4. Introducing management best practices which have been adopted in the private sector  
 
In addition to the classification of services to be done by the public and private sectors, the 
Government has to change the way it proceeds with its duties in order to reform the 
government functions. Mere cost reductions or extensions of existing methods have their 
limitations, and we should now fundamentally review the government’s mindset as well as 
its framework. We should introduce innovative expertise and superior management 
systems that have been adopted in the private sector into the Government. 
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(Reference)  Extract from the expert members’ proposal submitted on May 25, 2007  
 
“Drastic Review of Local Branch Offices of the Central Government” 
 

In the review, it is required to limit the role of the Government and transfer other 
administrative affairs to local governments. To help review operations, we experimentally 
classified the type of affairs conducted by each local branch office. 
 
1. Classification of administrative affairs 
A. What should be left to the Government 

1) Administrative affairs directly related to the survival of the nation (e.g. customs and 
defense) 

2) Administrative affairs which have to be performed on a national scale or from a 
national perspective (e.g. air traffic control and meteorological observation) 

B. Administrative affairs for which transfer is feasible and which are now mainly 
conducted by the Government alone. (e.g. labor standard inspection) → Transfer of jobs 

and personnel should be considered. 
C. Administrative affairs for which transfer is feasible and affairs similar to those are also 
conducted by local governments (e.g. development of traffic infrastructure and 
waste-related measures) →  Reduction of personnel is possible by transfer to local 

governments 


