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1. The Current economic and fiscal situation and its forecasts 
 
(1) Economic situation and its forecasts 
 
[Economic situation for fiscal 2009] 
- Though the economy is in a severe situation, parts of exporting industries and 

manufacturing industries have shown signs of recovery. The future of the economy is 
expected to improve slowly. Yet there are still risks that may depress the economy, including 
further worsening in job markets and possible downside risks to the global economy. 

 

[Outlook for economic activities for fiscal 2010] 
- During fiscal year 2010, following a recovery in foreign demand resulting from  

improvement in the global economy, and thanks to effects of a number of economic stimulus 
packages, private sector demand is expected to improve gradually, hopefully ensuring the 
economic recovery. 

- Yet we have to closely watch risks that may depress the economy, including significant 
employment adjustment, possible deflation resulting from downward pressure on prices, and 
a possibly prolonged global recession, and we need to carefully examine the future economy 
both at home and abroad. 

(*) Please refer to Appendix for economic forecasts made by private sector institutions and 
international organizations. 

 

(2) Fiscal situation  
- The primary balance deficit (of both national and local governments) is larger than estimated 

in January, 2009, and the primary balance deficit/GDP ratio is expected to reach around 4% 
for fiscal 2008, and around 8% for fiscal 2009, respectively.  

- The ratio of the fiscal budget deficit of central and local governments, including interest 
payments, to GDP is expected to be deep in the red, at around 6% for fiscal 2008, and 
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around 10% for fiscal 2009.  
- The government debt/GDP ratio is estimated to reach around 163% as of fiscal 2009, and 

Japan’s fiscal condition is among the most severe in developed nations.  
(*) The figures above are quoted from “Mechanical estimation prepared to consider a medium- 

to long-term path” released by Cabinet Office on June 23, 2009.  
 

2. Future economic and fiscal policies 
- Based on ”Basic Policies 2009,” the Government is required to allocate its resources from 

across the Government to measures likely to be most effective in maximizing synergistic 
effects conducive to three goals, “reassurance, vitality and responsibility,” presenting an 
integrated perspective of “the economic crisis” and “a social crisis.” 

 

(1) Important considerations in economic and fiscal policies for fiscal 2010 
- Achieving a transition from dependence on public demand for economic growth to 

sustainable growth following autonomous recovery in private sector demand 
-  Pursuing flexible fiscal policies to ensure a path toward an economic recovery, and at the 

same time, remaining in compliance with fiscal disciplines to live up to the 
“responsibility in the medium term.”  

- Demonstrating the mid- to long-term approach toward fiscal consolidation to gain market 
confidence 

 

(2) Considerations in economic and fiscal policies  
[Fiscal 2009 budget execution] 

- The early execution of the initial budget and the supplementary budget for fiscal 2009 as 
well as “Wise Spending” will profoundly affect factors underlying economic activities 
and the future economic growth. We should carefully manage and examine the budget 
execution. 

[The way the fiscal 2010 budget should function] 
- With possible prolongation of significant employment adjustment, the Government should 

financially address employment measures in a focused manner, in particular for younger 
generations, to avoid immediate adverse effects on household budgets, in addition to 
emergency economic measures to maintain employment.  

- In order to enhance our growth potential and achieve sustainable growth in a medium to 
long term, the Government should address its expenditures through the selection and 
concentration, from the perspective of multiple fiscal years. 

- In fiscal management, depending on the future economic situation, flexible reaction to 
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economic situations is essential, and at the same time, in response to recovery in private sector 
demand and demand overseas, it is important to normalize economic measures that have so far 
supported the economy and their effects. 

 

[How to address top priority issues] 
- When addressing priority issues through cross-ministerial project teams, the Government 

should select appropriate persons from across ministries, and a key section in the Cabinet 
should establish and manage the teams.  

- The Government and the ruling parties have to discuss together to identify concrete measures 
and paths toward realizing a reassuring society, in particular, for taking new measures to 
ensure peace of mind in people’s daily lives mainly through employment stability and for 
securing necessary revenue sources. 

 

3. Framework of the fiscal 2010 budget 
- Based on “Basic Policies 2006,” continuously proceeding with the public expenditure reform, 

including the eradication of wasteful spending, and renovating social security as needed to 
ensure people’s peace of mind and safety, the Government should take necessary measures 
following changes in the economic and social climate, as the situation demands, in order to 
achieve both reassurance and vitality.  

 

[Budget formulation for achieving reassurance and vitality] 
- In line with the above mentioned basic stance, setting expenditure ceilings for the fiscal 2010 

budget request which are distinctly different from those for the previous fiscal year to 
dynamically formulate the budget 

- Addressing immediate “top priority issues” and putting into practice measures for “enhancing 
growth potential” and “achieving a reassuring society” to improve economic and social 
situations, and for that purpose, prioritizing and streamlining budget allocations and taking 
necessary actions in the process of budget formulation 

- In addressing budget requests from government ministries, going through the PDCA 
(plan-do-check-act) cycle without fail, by setting outcome objectives and carrying out 
effective ex-post evaluation so as to allocate budgets preferentially to priority issues.  

- It is essential to continuously working hard for the ceaseless progress of administrative reform 
and the eradication of wasteful spending. 

 

4. Fundamental reform of the taxation 
- In line with “the Mid-term Program” and the provisions concerning fundamental reform of the 
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taxation stipulated in the supplementary provisions of “Tax Reform Act of Fiscal 2009,” the 
Government should give a concrete form to functional enhancement in social security and 
how to secure reliable financial sources.  

- In carrying out new measures to realize a reassuring society centered on employment stability, 
based on the principle of “no systematic revision without reliable financial resources,” the 
Government should discuss how to actually secure necessary additional financial resources 
when addressing the fundamental reform of the tax system and the integrated reform of 
expenditures and reforms.  

- The Government will raise the portion funded from its budget in the basic pension plan 
expenditure to 50% for fiscal 2010 in line with “the pension reform law 2009,” by arranging 
temporary revenue sources  
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Appendix 

Economic forecasts made by private sector institutions and international organizations 

 

Japan 

Real GDP growth rate (%) Fiscal 2009 Fiscal 2010 

Average of economic forecasts 

made by 23 private sector 

institutions (June 11 to June 15)  

-3.5 1.0 

ESP forecasts (May 25 to June 1) 

Average of forecasts made by 37 

institutions  

-3.9 1.1 

OECD’s forecasts (June 24) 

(Converted into fiscal year basis)  
-4.6 0.8 

The OECD’s economic forecasts have been converted into fiscal year basis (April to March) 

 

(Reference data 1) 

On Japanese fiscal policies:   

OECD said “it will be important to focus on fiscal consolidation as the economy stabilizes, given the 

large budget deficit and high public debt ratio.” （OECD Economic Outlook No.85 released on June 

24, 2009）; and 

IMF commented “room for additional stimulus is close to being exhausted. Attention should shift 

now to putting in place an ambitious medium term plan to secure fiscal sustainability.” 

(IMF World Economic Outlook released on April 22, 2009) 

 

(Reference data 2) OECD’s economic forecasts for the United States and Europe (June 24) 

Real GDP growth rate (%) Fiscal 2009 Fiscal 2010 

United States -2.1 1.2 

Euro zone -3.9 0.6 

Converted into fiscal year basis (April to March) 


