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I. Current states of the Japanese economy 
The real growth rate in the October-December quarter considerably decreased by 3.3% 
largely due to a sharp drop in foreign demand (Contribution of external demand: -3.0%, 
and contribution of domestic demand: -0.3%). (Refer to Reference 1 attached.) As 
expressed in the latest Quarterly Estimated recently published, the three economic 
expansions Japan has experienced since the 1990s were all driven by foreign demand. 
(Refer to Reference 2 attached.)  
Following the global financial crisis and the subsequent global recession, the Government 

needs to achieve private demand-driven, sustainable growth, by prioritizing “Japan’s 
departure from dependence on export-driven economy” and “job creation and peace of 
mind for household budgets” and giving shape to economic policies listed in the 
following:  

 
II. Directions of economic policies  
1. While Japanese economic policies are of equal values compared to those of other 

developed nations, the Japanese government absolutely lacks the speed to put them 
into practice. The Government has to accelerate the implementation of its economic 
policies.  

 
Note: President Obama, who took office on January 20, already enacted economic stimulus bills 

on February 17. On the contrary, Japan’s economic policy for securing a stable life, which 
was made public on October 30, is yet to be implemented. Though the second 
supplementary budget was already enacted, bills to secure revenue resources necessary to 
put the policy into practice are still under discussion.  

 

2. It is indispensable for Japan to evade from negative growth as soon as possible by 
making better use of its strengths and its socioeconomic structure, and to start 
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preparing and implementing appropriate policies now in a well-planned and strategic 
manner in order to give further momentum to economic growth that is expected to 
follow the current negative growth, instead of carrying out “recycled versions of 
policies” adopted by the United States and other developed countries. The following 
shows important considerations to form the basis of the policies. We would like the 
CEFP to continuously discuss and give shape to the policies.  

 

(1) Foreign demand 
Japan should achieve economic recovery at an early date, by taking into account 
potential population increase and economic and income growth in Asian nations and 
deepening and enlarging Asia-sized trade and investment structures to expand demand 
within Asia.  

(2) Consumer spending 
With the aging population in Japan, what should serve as an engine of consumer 
spending includes the establishment of a social security system that reassures people 
through development and improvement of information technology introduced into 

medical care and “Social Security Card (a tentative name),” expansion of demand for 
medical and nursing care services, and utilization of personal assets that will support 
such demand.  

(3) Equipment investment and consumption 

We should cultivate new growth areas by making better use of Japan’s strong points. 
For this purpose, we should further develop and improve infrastructure, promote 
regulatory reform, and make efforts to overcome bottleneck problems in terms of 
human resources. 

(4) Housing investment 
The Government should support people’s relocation to compact cities or the like, in the 
face of housing for old people now being in a state of greater flux. The Government 
should also make efforts to increase living spaces and make residential housing more 
quake-proof and quake-resistant.  

(5) Employment 
The Japanese employment system is not as flexible as the U.S. counterpart, and has 
contributed much to development of corporate human resources. The Government 
should focus on active labor policies including measures to correct mismatches arising 
in the labor market, vocational training programs and investment in human resources 
(for example by promptly carrying out the reform of Japanese style employment 

systems to realize “safe of mind, development of human resources and flexibility”), and 
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on the promotion of industrial structural transformation.  
(6) Public demand 

In the face of a massive amount of the government debt, we should limit our 
dependence on public demand. The Government should, however, counter the current 
economic crisis in a bold manner.   

 
III. Maximum use of policy resources 
In line with the above considerations, we should counter the current crisis, by making the 
maximum use of policy resources of every sector, including those of public finance, the 
banking sector and employment.  
In addition, in view of close correlation between the current global economic recession and 
issues facing each country, what is essential is international cooperation in efforts to 
stabilize financial markets, to resist protectionism, and to simultaneously verify economic 
realities and effects of policy measures so as to generate synergetic effects of policy 
measures of individual countries.  
 

1. Public finance 
 
(1) Implementation of “Wise Spending” 

“Wise Spending” (Making good and wise expenditures) will spur employment and 
investment, and will firmly support our economy, by reducing unpredictability and 
uncertainty about future conditions. At the same time, “Wise Spending” is important 
for enhancing growth potential over a medium to long term and for achieving private 
demand-driven, sustainable economic growth in the future. In this case, the 
formulation of growth strategy, which advocates “low carbon revolution,” “longevity 
and health,” and “realization of Japan’s fundamental power,” will serve as a guideline 
for giving shape to details of “Wise Spending” in the future.  

 
(2) Early implementation of the secondary supplementary budget and the budget for fiscal 

2009  
Taking into account forthcoming economic climates, the Government should, first of all, 
promptly implement the secondary supplementary budget and the budget for fiscal 2009 
at an early date after obtaining understanding of the Diet, so as to be better prepared for 
further deterioration in business conditions, along the lines suggested in above 
paragraphs. 
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(3) Correlation with fiscal disciplines 
While the GDP gap in Japan for the period from October through December was 
approximately 20 trillion yen, the purpose of our policies is not to fill in this gap with 
public demand, among others, public work projects. (Refer to Reference 3 attached.)  
The role of “Wise Spending” is to firmly support the country’s economy and enhance its 
growth potential over a medium to long term. Achieving, in this way, private sector-driven, 
sustainable growth in the future is essential. 
 
Note: “A negative GDP gap” indicates “excess supply” in which the real GDP falls below the 

average production capacity of the overall economy. It should be noted that the GDP gap 
may vary with estimation methods. (According to the estimation conducted by Cabinet 
Office, there was a positive GDP gap for the period from October to December 2006 

during the upward phase of the business cycle that started in 2002.)。  
 

2. Banking sector 
In order to keep Japan’s economy from sinking into a double dip recession resulting from 
financial clogging toward the fiscal year end, the Government should keep track of 
corporate cash management and banks’ reluctance to lend, and should take necessary 
measures in an agile manner. Through the execution of loans offered in a flexible manner 
by government-affiliated financial institutions and the injection of public funds to 
financial institutions, the Government should reassure people. 
The Bank of Japan has also taken various policy measures conductive to firmly support 

the economy in financial terms, including measures to ensure smooth corporate financing 
(for example, the purchase of commercial papers and corporate bonds). We would like the 
Bank of Japan to continuously take bold policies in accordance with economic 
circumstances. 
 

3. Employment 
(1) The Government should promptly implement the secondary supplementary budget 

and speedily create employment by using funds worth 400 billion yen. In addition, the 
budget for fiscal 2009 has incorporated an increase in grants to local governments 
worth 1 trillion yen for improving unemployment insurance systems for non-regular 
workers and for taking measures to create employment. Measures to achieve 
improvement of unemployment insurance and employment creation should be put into 
practice without delay. 

  

 4



 5

(2) The Government is also required to formulate employment creation plans compatible 
with the macro economy, and needs to implement the plans together with budgetary 
focus on priority issues and system reform in an integrated manner. In so doing, 
instead of just expanding demand to create jobs, the Government needs to develop 
policies in line with the new growth strategy which is now being formulated, from the 
standpoint of human capital formation and industrial structural transformation. 

 

(2) In particular, it is essential to boldly promote support for employers who provide and 
maintain employment opportunities and offer on-the-job training to workers at the 
same time, the wider use of “Job Cards,” the improvement and expansion of vocational 
training programs for workers, especially non-regular workers, who have lost their 
jobs, the improvement and development of social safety nets including welfare benefits 
for living expenses, and the facilitation of new entry into agriculture and nursing care 
service sectors. 


