
Provisional Translation 

Minister’s Summary by Minister Ota 
14th meeting (May 25, 2007) 
(1) Decentralization reform 
(2) Asian Gateway Initiative 
(3) Regulatory reform 
(4) Toward the “Basic Policies 2007” 

Hiroko Ota here. Today, the Council on Economic and Fiscal Policy (CEFP) held its 
14th meeting of the year and conducted deliberations on decentralization reform, Asian 
Gateway Initiative, regulatory reform and the “Basic Policies 2007.” 

First, Chairman of the Committee for the Promotion of Decentralization Reform, 
Uichiro Niwa, briefed the CEFP on decentralization reform. Next, the expert members 
made a proposal to review tax and fiscal reform of local governments and local offices 
of the central government. Materials were also presented from members Yoshihide Suga 
(Minister of Internal Affairs and Communications) and Koji Omi (Minister of Finance). 

Mr. Omi made the following statements in his briefing: 
Transfer of tax sources may sound nice, but this will enlarge gaps between urban 
and rural areas. Response to correct such gaps is required. 
It is good to correct gaps through local allocation tax and so on. It does not 
contradict decentralization. 
In terms of equal opportunity in administrative services, correction of gaps through 
local allocation tax, etc. is needed. This should become a basic policy of the Abe 
cabinet. 

In response, the expert members made remarks as follows: 
Decentralization and correction of gaps are compatible. As written in the expert 
members’ paper, possible ways include, for example, exchanging corporation tax 
and consumption tax, and converting consumption tax which is originally funding 
local allocation tax into a local tax while having the two local corporation taxes 
finance local allocation tax. Transfer of reduced subsidies is another option. 

Mr. Suga made the following comments: 
It seems that the expert members’ proposal with regard to placing individual 
inhabitant tax on a per capita basis at the heart of local tax has some unreasonable 
aspects because such tax revenue is still around 200 billion yen. 



Regarding the expert members’ proposal regarding the review of the central 
government’s local offices, I think it a very good idea to boldly transfer the 
outpost’s affairs to local governments. 

In response to this, Chairman Niwa made forward-looking remarks to the effect that his 
committee will advance discussions responsibly based on today’s debate. 

I summarized that the CEFP will also continue deliberations following future proposals 
of the Committee for the Promotion of Decentralization Reform. 

The Prime Minister made the following statements: 
As the Committee for the Promotion of Decentralization Reform is set to present its 
“Basic Concept” on May 30, I would like to incorporate the results into the “Basic 
Policies 2007.” 
Based on the report, I promise to push hard for this proposal by establishing 
Headquarters for Promoting Decentralization Reform in which I will take a position 
as headquarter chief. 

Regarding the Asian Gateway Initiative, the expert members presented their proposals 
on further aviation liberalization after Special Advisor to the Prime Minister, Takumi 
Nemoto, gave his briefing on the subject. At the time, the expert members asked the 
following five questions of temporary member Tetsuzo Fuyushiba (Minister of Land, 
Infrastructure and Transport), saying they want to confirm five things concerning the 
Asian Gateway Initiative. Mr. Fuyushiba replied to each question. 

Q. The Asian Gateway Initiative refers to “international charter flights including 
services to Europe and the U.S.” in its proposal to attract late-night and early morning 
flights at Haneda Airport even before the fourth runway is completed in 2010. In this 
regard, can we assume that there will be no distinction between Japanese and foreign 
flights including regular ones? 
A. That’s right. There will be no distinction between Japanese and foreign flights 
including regular ones. 
Q. For the convenience of connecting flights at new international terminal at Haneda, 
are you going to take into account measures such as the provision of a free or shuttle 
service? 
A. A free bus service or the distribution of a free ticket is now being considered. But, 



we have to discuss the feasibility of a shuttle service system for a while in terms of costs 
and benefits. 
Q. We highly evaluate the Asian Gateway Initiative in that aviation liberalization in 
Asian nations is set to be largely promoted. But, can we confirm that the Government 
will also consider aviation liberalization with Europe, which we think is important? As 
we have to seek an equal footing with European airlines, we have to keep Siberian 
overflight fees between Japan and Europe from being charged. What about this point? 
A. As a next step for Asia, I will continue discussions on Europe as well according to 
the situation. We will make efforts with regard to Siberian overflight fee as it is a very 
important issue. When Russian Federation Minister of Transport Yuriy Levitin visited 
Japan on February 27, I asked for confirmation, “as European nations are not charged 
for overflight, Japan will not be the only nation to get charged?” I was told: “Absolutely 
not. When Russia concludes a partnership with EU, it will not charge the overflight fee 
to Japan, either.” 
Q. The Asian Gateway Initiative mentions “30,000 international flights at Haneda” after 
the opening of the fourth runway. As 2010 is a bit ahead from now, will the 
Government reexamine the slot allocation for international flights while carefully 
observing, for example, demand for domestic flights and so on? 
A. The figure 30,000 was agreed through the involvement of relevant local governments 
and the Minister of Land, Infrastructure and Transport. I will make examination, 
however, with due consideration to the demand situation of airports. Various local 
governments are still requesting that they offer service to Haneda after the fourth 
runways is completed at the airport. I would like you to take into account such a matter 
as well. 
Q. The Minister of Land, Infrastructure and Transport is requested to make a detailed 
report on the progress of the capacity expansion of airports in Tokyo metropolitan area. 
A. I will do so. 

In his reference to the drafting of a timetable for implementing the Asian Gateway 
Initiative as requested in the expert members’ paper, Mr. Fuyushiba said there might be 
certain limits as liberalization involves diplomatic negotiations, but that he will make 
his utmost efforts. 

Mr. Fuyushiba made the following remarks: 

The Asian Gateway Initiative was compiled on May 16. This is the maximum 



feasible measure. 
Five days later, however, the director-general for civil aviation bureau was invited to 
an open forum on May 21 at the request of the Council for the Promotion of 
Regulatory Reform. On this occasion, a review of separation of domestic and 
international flights was proposed, and it was suggested that Haneda Airport should 
immediately start international services. 
We has been in coordination with the local governments concerned. Despite issues 
such as fishermen’s union, aircraft noise and the use of sand in Chiba Prefecture for 
reclamation at Haneda, it has made efforts with tremendous hardship. 
After the Asian Gateway Initiative is compiled, please do not publicly make 
comments demanding that this should be quickly implemented ahead of a schedule. 
I will do my very best, but it is hard to do what contradicts agreements reached with 
the relevant local governments and what is physically difficult. 

In addition, the expert members commented as follows: 
Airports in Tokyo metropolitan area are vital. A really good proposal was compiled 
for the Asian Gateway Initiative. The development of infrastructure is essential for 
the enhancement of airports in Tokyo metropolitan area. Putting priority on public 
investment is also important. 
A recent news story covered a road construction plan. Prioritization for this subject 
is also required. The road construction plan should be discussed at the CEFP as 
well. 

Mr. Fuyushiba made the following reply: 
The existing tax rate is planned to be applied when earmarked revenue sources for 
roads are allocated to general revenue. I am now working hard as it is important to 
show taxpayers the picture of road construction from the viewpoint of benefits and 
burdens. 
I would very much like to report on this and hear opinions. 

I summarized as follows: 
It was finally agreed that we could take the first big step toward aviation 
liberalization through the Asian Gateway Initiative. 
It is of great benefit that each issue which the expert members asked earlier of Mr. 
Fuyushiba was confirmed. 
I request that Mr. Fuyushiba draft a timetable for the Asian Gateway Initiative. The 



CEFP will continue discussions on pending issues. 

We would also like to discuss the road construction plan mentioned by the expert 

members at the CEFP from now on. 


The Prime Minister made the following statement: 
I have told you that “open” and “innovation” form an important core for opening 
Japan’s future. 
In terms of openness, the Asian Gateway Initiative serves as the core one. In 
implementing the core initiative, I ask you to promote “Asia Open Sky” as part of 
aviation liberalization. 
A fantastic report was compiled. 

On regulatory reform, temporary member Yoshimi Watanabe (Minister of State for 
regulatory reform) made the statement that he is now compiling the first report on the 
intensive reform program and that although agreement was reached in many areas 
within the Government, some areas remain to be solved. He asked Chairman of the 
Council for the Promotion of Regulatory Reform, Takao Kusakari, to report to the 
CEFP, and Mr. Kusakari made explanations. 

This invited the following comments from the expert members: 
I don’t understand why the raising of the age limits for Type II and Type III civil 
service examinations is impossible. It is needed to provide second-chance 
opportunities for people including women in their 30s and 40s who finished 
child-raising. 
We have made lots of efforts in regulatory reform. But, it is essential to continue 
reform while letting people know fully about how much and in what areas 
regulatory reform has achieved results, and whether new policies have been worked 
out. 

Mr. Suga commented that he agrees as a minister in charge of civil service examination. 
According to him, the Type III examination currently requires applicants to be high 
school graduates up to 21 years old. The upper age limit was newly imposed because 
what has been the case in the past is that university graduates flooded into Type III and 
this caused examination opportunities for high school graduates to be narrowed. Mr. 
Suga suggested that this should be also considered. 



In response, Mr. Kusakari said that Mr. Suga is quite right, but added the issue of 
“freeters” (job-hopping part-timers) should be taken into account and that he would like 
to figure out ways to balance freeters with new graduates. He suggested that he would 
like to consider, for example, measures such as setting a new quota for high school 
graduates. Mr. Kusakari confirmed that a quota for higher aged people has already been 
established, but that he would like to expand it further for the promotion of 
second-chance opportunities. 

The point of this argument does not need legal changes, so if deliberations at the CEFP 
can develop, it will move toward resolution. As we obtained Mr. Suga’s approval, I 
proposed that the CEFP consider drafting a specific mechanism by the end of this year 
assuming that the upper age limit for Type II and Type III civil service examinations 
will be increased to support people taking on new challenges. The proposal received 
approval. 

The Council for the Promotion of Regulatory Reform will continue discussions on 
remaining issues of the reform program as well as additional issues. 

As well, the expert members commented as follows: 
In the materials prepared by the Council for the Promotion of Regulatory Reform, 
drastic review of the current payment examination guideline on medical bills is a 
matter of great importance. This will play a big role in the correction of high-cost 
structure in medical services which has been discussed at the CEFP. 
Currently, one-third of medical bills have been electronically processed while 
two-thirds of them are still examined on paper. But it is said that even digitized 
medical bills are printed on paper for payment examination by the Social Insurance 
Medical Fee Payment Fund. Since the use of IT means that statistical outlier will be 
calculated, it is hoped that the application of IT in medical bills will lead to real 
sweeping measures. 
Isn’t it desirable that this will increase competition among screening organizations 
and the Payment Fund will become a dispute-settlement entity? 

Mr. Watanabe made the following remarks: 
It is necessary to consider aviation liberalization from the viewpoint of consumers’ 
benefits. 
Although this had been considered from the aviation industry’s views, stakeholders 



of aviation liberalization are not only aviation industry but also consumers and all 
industries. 
Therefore, the Council for the Promotion of Regulatory Reform is requested to 
make deliberations from these viewpoints. The Asian Gateway Initiative has been 
recommended in accordance with such direction. 
I know that airports in Tokyo metropolitan area have many problems. But I would 
like to approach the issues from the viewpoint of consumers’ benefits. This is also 
essential for competition among cities. 

On the firewall regulation on banks and securities firms, a question was raised regarding 
whether any substitutes are being considered for the case of liberalization because the 
regulation attached importance to the protection of depositors. To this, there were 
comments that abuse of a predominant position and conflict of interest will fully be 
taken into account. 

The Prime Minister made the following statements: 
For regulatory reform, we are challenging solid bedrock. Despite deregulatory 
measures taken so far, difficult issues still remain. Therefore, we have to show the 
people how far the reform has advanced. 
In principle, everyone agrees with regulatory reform, but disagree with particular 
details. Disagreement on details is that regulation-related people are taking tough 
attitudes, so it is essential to always ask the people and show them specific benefits 
from the reform. 
I request your continued effort for the compilation of the first report at the end of 
this month and works to follow. 

On the “Basic Policies 2007,” member Akira Amari (Minister of Economy, Trade and 
Industry) commented as follows: 

It is important to note that the preliminary draft has put growth potential 
enhancement as the first pillar. 
A media report says that growth strategy will induce lavish spending, but what we 
should aim at is simultaneously achieving fiscal consolidation and growth strategy. 
A budget for growth strategy should be reform of quality rather than extra spending. 
This means to improve quality while imposing restrictions. Therefore, the Integrated 
Reform of Expenditures and Revenues must be firmly maintained. 



The Expert members commented as follows: 
The “Basic Policies 2006” did not have much information with regard to 
quantitative targets and deadlines. The “Basic Policies 2007” should include specific 
targets and timetables. 
Corporate management attaches importance not to “whether the budget was used 
up” but to “whether the budget was saved.” We must consider the national budget 
from the perspective that the same effect should be achieved by a smaller budget. 
We have to work out such ideas in our budget system reform. This directly relates to 
the issue of personnel evaluation of civil servants. 

Here, the Prime Minister handed out his instruction paper. Its contents are as follows: 
I would like to clarify my opinions about the Integrated Reform of Expenditures and 
Revenues before the compilation of the “Basic Policies 2007” scheduled for June. 
The policy of further promoting expenditure reduction and eliminating fiscal waste 
stands firm under the Abe cabinet. Expenditure reform should be steadily and 
systematically implemented while prioritizing the budget allocation to meet true 
needs. 
The FY 2008 budget is an extremely important budget for putting the expenditure 
reform on a steady path. Without relaxing the expenditure reform efforts, maximum 
reductions should be achieved at the central and local governments in line with the 
"Basic Policies 2006." 
A new expenditure increase should be financed in principle by an expenditure cut. 
An increase in tax revenue beyond prior estimation should be used for reducing 
future burdens of people instead of spending out easily through disciplined fiscal 
management based on “the Budget Principle” set by the “Course and Strategy.” 
Shifting a burden onto future generations should be avoided by securing a stable 
supply of revenue to cover the increase in burden caused by social security services 
and the declining birthrate that cannot be covered by thorough expenditure reform. 

(END) 


