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In order to ensure the Japanese economy’s bottoming out and recovery, now is the time of 
critical importance. Rightly acknowledging today’s economic situation and addressing 
immediate problems, the Government should be prepared to take all necessary measures 
following rapid changes in the economic climate, in order to ensure a road map for 
overcoming the crisis.  
  
1. A sharply deteriorating trend brought under control 
 

Thanks to a number of economic stimulus packages and private-sector efforts, we are 
beginning to succeed in our initial task, namely, “bringing a sharply deteriorating trend 
under control.”  
It is important for the Government to demonstrate robust achievement of its policies  
in an easy-to-understand manner, so as to ensure people’s confidence in the Japanese 
economy.  
 

The following lists some of positive effects of the Government’s policy measures  
 
Private consumption 
“Eco points” to be earned for the purchase of green electrical appliances, tax reductions and 
subsidies for the purchase of environmentally friendly vehicles, and the provision of the 
fixed-sum benefits to households  
The value of sales for June of televisions, refrigerators and air conditioning equipment went up 
by 20 to 25% over the same month last year. The total number of applications via the Internet 
for “eco points” reached approximately 120,000 in half a month since they started accepting 
applications. 
The unit sales of hybrid new vehicles for June reached five times what they were in the same 
month a year ago. The total number of applications for subsidies for the purchase of green 
vehicles reached approximately 19,000 in a month since they started accepting applications.  
The provision of the fixed-sum benefits to households drives up the real income of households 
which receive the benefits by approximately 12% in real terms, boosting the family budget as a 
whole by 1.4% in real terms over the same month last year (According to a survey on household 
finances for May. Without the fixed-sum benefits, the family budget as a whole would have 
decreased by 1%.) At the same time of the provision of the benefits, 60% of municipalities 
throughout the country issued gift certificates which offered premium discounts. 
 
Private nonresidential investment 
New programs to purchase photovoltaic generated power and subsidies for residential 
photovoltaic systems 
There are some moves afoot to consider capital investments in preparation for the accelerated 
introduction of photovoltaic power generation. (The shipment of photovoltaic products for 
housing in the country for January to March showed a 20% increase over the same period of last 
year.) 
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The total number of applications for subsidies for residential photovoltaic systems reached 
approximately 47,000 in the last six months. 
 
Residential investment 
Preferential tax breaks for buyers of residential houses (Tax break worth up to 6 million yen 
over a ten-year period) 
The percentage of contracts concluded for condominiums newly released has shown some signs 
of recovery since this spring. The number of orders for site-built homes is also somehow on the 
rise. 
 
Public works projects 
The execution of the fiscal 2009 budget has been accelerated at the unprecedented rate (making 
utmost efforts to achieve 80%) 
The volume of public works contracts is increasing drastically over the previous year. In the 
later half of this fiscal year, the fiscal 2009 supplementary budget, including “school new deal,” 
will move ahead. 
 
Employment 
Employment Adjustment Subsidies (600 billion yen earmarked in the fiscal 2009 supplementary 
budget) and charge-free vocational training programs have been significantly expanded.  
The Government firmly supports 2.34 million jobs, mainly for small and medium-sized 
enterprises (May) 
 
Finance 
The Government supports small- and medium-sized enterprises which face funding difficulties 
(through the government-sponsored guarantee and loan programs worth 47 trillion yen) 
The Government provided approximately 16 trillion yen to approximately 810,000 businesses, 
from the end of October 2008 through July 15, 2009. 
The Bank of Japan cuts the policy interest rate, ensuring the stability of the financial market and 
the smooth flow of funds for businesses. 
Now one can see an improvement in the business finance. 
 
2. Achieving private demand-driven, sustainable economic growth 
 
After having brought a sharply deteriorating trend under control, in order to ensure a path 
toward an economic recovery, the Government has to achieve a smooth transition from 
dependence on public demand for economic growth to private demand-driven, sustainable 
growth. 
For this purpose, it is essential to implement careful and effective macroeconomic management 
through the fiscal 2009 budget and supplementary budgets and support and encourage private 
demand. This depends on the realization of “Wise Spending” which directly contributes to 
“reassurance and vitality,” and for this purpose, the Government should proceed with the 
following measures:  
 
- The Government should promptly hold meetings at “Headquarters for Emergency 

Employment and Economic Measures” to comprehensively review the progress of 
countermeasures against the economic crisis. In so doing, the Government should 
demonstrate people “which policy measure will be put into practice when and in what 
manner” in an easy-to-understand manner. In addition, in regions where economic conditions 
are still severe, the Government should accelerate the implementation of necessary measures 
to produce effects.  
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- At the same time, the Government should show “models” for “Wise Spending” to people in an 
easy-to-understand manner1. 

- The Government should establish cross-ministerial project teams, and the Cabinet should lead 
the teams in order to work on employment measures for younger generations in a focused 
manner.   

- The Government should give a concrete form to functional enhancement in the future social 
security and how to secure reliable financial sources by around fiscal 2011, the year which marks 
the 50th anniversary of the establishment of the universal social insurance and pension systems. 
(Reports prepared by the Council for the Realization of a Reassuring Society)  

- In the face of a paradigm shift, we should reconstruct “the relationship between the state and 
the market.” (Re-establishment of self-help and mutual assistance, included)  

 
3. How to deal with risks that may depress the economy 
 
There are three possible downside risks to the Japanese economy. The Government is 
required to appropriately deal with difficulties even in the case of a risk scenario, for 
ensuring economic recovery.  
 
(1) “Pressure for employment adjustment”  
 
[Risk scenario]  
- With a high level of pressure for employment adjustment, delay in economic recovery 

due to the global economic stagnation and other factors may create vicious cycles of 
significant increases in unemployment, mainly in younger generations and non-regular 
workers, income reduction, and declining consumption and investment.  

- If the unemployment figure significantly exceeds the record high level in the past years 
(5.4% for a fiscal year and 5.5 % for a single month), early signs of recovery may be 
wiped out by mounting concern over the future.  

 
[How to deal with it]  
- The Government should examine trends in unemployment, analyzing “what causes 

unemployment, and what type of people are most affected,” to ensure accountability to 
the public. At the same time, reflecting findings from the analysis, the Government 
should push forward policy measures in a careful and flexible manner.  

- The Government should keep people informed well about employment policies 
incorporated in the fiscal 2009 supplementary budgets that have been already put into 
practice since June.  

- The Government should accelerate the implementation of measures to promote the 
creation of employment opportunities, and should take every measure to maintain 
employment and to construct new safety nets for irregular workers.  

 
(2) “A prolonged recession in Europe and the United States” and “further turmoil in 

international markets”  
 
[Risk scenario]  
- With increasing global economic linkages, a vicious cycle of de-leveraging between the 

real economy and the financial sector, mainly in Europe and the United States, may 
                                                  
1 At 33 sites in Kochi Prefecture, “cross-sectional flexible support centers” suggested at the CEFP 

meeting on January 16 have been established, with the help of  ”Hometown Employment 
Reactivation Special Subsidy.” In addition, rehabilitation efforts for community-based medicine 
are now under consideration.  
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result in a prolonged recession.  
- With full-scale budgetary measures and non-traditional monetary policies in place 

around the world, sudden exchange fluctuations or abrupt changes in long term 
interests may trigger turmoil in international financial markets.  

- Each country may implement protectionist policies to maintain employment and protect 
domestic industries, eventually hindering export and import trade.  

- Untimeliness or inadequacy in policy changes from ongoing exceptional economic 
stimulus packages and full-scale budgetary measures to normal policy paths may 
jeopardize sustainability in economic growth and fiscal systems.  

 
[How to deal with it]  
- Based on the viewpoint from international policy coordination, the Government should: 
(1) Monitor potential risks in financial systems through active collaboration between 

macroeconomic management and regulation and supervision over financial sectors, 
and take preventive measures accordingly;  

(2) Smoothly eliminate current account imbalances in compliance with 
multilaterally-agreed strategy;   

(3) Mutually monitor increased protectionism to counter protectionist pressures, and 
ensure the effectiveness of relevant countermeasures; and 

(4) Work out exit strategy for averting adverse effects on the economy and for ensuring 
fiscal sustainability.  

- The Government should present its new visions on paths toward regional integration and 
development, at APEC meetings which Japan will chair in 2010.  

 
(3) “Deflation spiral”  
 
[Risk scenario]  
- There may spirally arise vicious cycles of further contraction in the real economy and 

declining prices.  
 
[How to deal with it] 
- The Government should thoroughly avert a double dip economic recession through the 

steady and prompt execution of emergency measures and supplementary budgets.  
- The Bank of Japan is required to manage its monetary policies in an appropriate and 

flexible manner through close coordination with the Government.  
- The Government and the Bank of Japan have to carefully examine economic and 

monetary situations, and should closely exchange information on situation awareness 
concerning mid- to long-term economic growth, prospective inflation rates and financial 
systems to deal with difficulties in a concerted manner.  

 
 
 


