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Minister’s Summary by Minister Ota 
15th meeting (May 28, 2007) 
(1) Improving growth potential of regional economies 
(2) Civil servant system reform 
(3) Towards the Basic Policies 2007 

Hiroko Ota here. Today, the Council on Economic and Fiscal Policy (CEFP) held its 
15th meeting of the year and discussed revitalization of regional potential, civil servant 
system reform and the draft outline of the “Basic Policies 2007.” 

On the revitalization of regional potential, a paper was submitted by the expert members. 
The paper is based on their proposal at the CEFP meeting held on April 20. Then, the 
expert members argued that the “comprehensive strategy” is essential for revitalizing 
regional companies, financial institutions and governments, and I requested them to 
propose further details. 

This time, the expert members proposed a concrete scheme and the points are as 
follows: seeking comprehensive revitalization, providing support through direct 
involvement in corporate management, making the maximum use of private-sector 
financial resources and business know-how, securing independence and neutrality and 
providing market-creating support as a temporary measure. Later, temporary member 
Yoshimi Watanabe (Minister of State for regulatory reform) commented that from 
experience with the Industrial Revitalization Corporation of Japan (IRCJ), planar 
revitalization and consideration of on-the-spot needs are required. 

Member Akira Amari (Minister of Economy, Trade and Industry) commented as 
follows: 

Small and Medium Enterprises (SME) revitalization support councils across Japan 
have conducted their energetic activities in tandem with the IRCJ. While the IRCJ 
has mainly worked on “big names,” the councils created jobs for 90,000 people and 
handled 1,800 cases. 
The IRCJ’s approach features surgical treatment while the SME support councils do 
like internal treatment internal work. SMEs depend on human relationships and 
conduct their business within the framework of “relationship banking.” Therefore, 
internal treatment is required. 
Further to the expert members’ proposal, we have to discuss what is missing for 
regional revitalization. Rather than concluding from the outset that an organization 



is needed, discussions should be made after scrutinizing what is really needed. As 
the bill to further improve the functions of the SME support councils has passed the 
Diet, discussions on what is missing should be conducted with the passage in mind. 

To this, the expert members made the following comments: 
Prevention of conflict of interest perhaps falls on what is missing. This appears in 
the portion titled “the lesson of the Industrial Revitalization Corporation of Japan” 
in Mr. Watanabe’s paper. The biggest problem of the SME support councils exists 
here. As the current SME support councils have many people dispatched from 
regional banks, it’s possible that regional banks try to use the councils as means to 
leave nonperforming loans untreated. Therefore, in order to cure a disease to get 
well, solid revitalization would be required through such measures as debt 
forgiveness. They also say that the SME support councils have a staff shortage and 
local chambers of commerce and industry are loaning help to them. Concerns 
remain over how the councils can rule out intervention by politics and 
administration. It would be necessary for the corporation proposed by the expert 
members and the SME support councils to help each other. 
With regard to raising the level of regional economies, stagnant fund flow is the 
problem. Nonperfoming assets still remain just like enduring snow cover. Not only 
business consulting service provided by the SME support councils, but also support 
through direct involvement in management is required. It is important to revitalize 
medium- and over-medium-sized companies by utilizing private-sector resources, 
and fully coordinate and cooperate with the SME support councils. 

Another concern raised at today’s meeting was that the expert members’ proposal seems 
to go against a major trend of “shifting from the public to private sectors” as in the case 
of privatization of the Development Bank of Japan. The expert members replied that 
regional revitalization has to be undertaken in coordination with private funds. 

Member Yoshihide Suga (Minister of Internal Affairs and Communications) made 
remarks that regional economies still lack energy. He added that there are so many 
semi-public joint venture companies left by local governments untreated, and that the 
Government submitted a bill to consolidate the semi-public joint venture companies and 
government corporation. In this regard, an initiative largely comprising regional 
companies, financial institutions and governments is needed. He called for coordination 
among the entities concerned including the joint public-private venture. 



According to the comments by temporary member Yuji Yamamoto (Minister for 
Financial Services), it is of great importance for both companies and financial 
institutions to settle nonperforming loans as part of a measure to revitalize regional 
economies, and this must be done quickly. He agrees with the expert members’ idea. He 
finds that some areas with old industrial structure are better to be liquidated rather than 
revitalized. In this regard, job placement and job training will be required to firmly 
protect regional employment. Some measures such as the securitization of bad loans 
should be devised. 

An expert member said that new regional revitalization projects have great significance 
and revitalization of regional economies should be undertaken in tandem with such 
projects. In reference to what is missing for the SME support councils, another member 
said that a grand-scale mechanism to planar revitalization and to eliminate mismatches 
between supply and demand is needed for regional revitalization. He added that the 
expert members’ proposal is one of the schemes to implement this. The IRCJ bought 
nonperforming loans and hold them. The scheme is not necessarily needed. It is 
essential to clarify a targeted program by developing a planar revitalization plan and 
work on the settlement of excessive debts. Another suggestion called for a wider-range 
scheme to promote planar revitalization through linkage with existing revitalization 
measures. 

Responding to such opinions, Mr. Amari said that he does not necessarily disagree with 
the expert members’ proposal, but that something new must be created with the 
minimum cost. He added that as the SME support councils will be upgraded, something 
new should be created after sorting out what the councils cannot do. 

I summarized as follows: 
We shared the opinion that full-fledged regional revitalization is essential and it 
should be promoted by utilizing the private sector resources. 
We should design a mechanism for achieving full-fledged revitalization in 
coordination with the SME support councils after examining what is needed. 
I will make a study group to develop the details of the institutional design. 

The Prime Minister made the following statement: 
I think that a mechanism to revitalize regional economies as proposed by the expert 



members will be necessary. I request that through member Ota’s coordination, the 
ministries concerned work together to develop specifics of the initiative based on 
today’s discussions. 

On civil servant system reform, the Prime Minister told the ministers’ conference on 
March 29 that bills related to personnel management based on competency and 
performance and reemployment regulations for civil servants, were submitted to the 
Diet, and that he hopes the specifics of the rest of reform issues in the civil servant 
system reform as a whole, the reform are formulated to incorporate them into the “Basic 
Policies 2007”.So expert members proposed the points of civil servant system today. 

Mr. Watanabe made the following remarks: 
First of all, he would like to enact the submitted bills. Then, we should concentrate 
on the designing of a public-private personnel exchange center. Under the guidance 
of the Prime Minister, we should work together to advance the reform as a package. 
Comprehensive deliberations on issues ranging from civil servants’ recruitment to 
their retirement will be conducted. 
On the issue of labor rights of government workers, an interim report released on 
April 24 called for a review for reform. I am requesting that the final conclusion will 
be made after fall. I will continue discussions. 

The expert members made comments almost in line with their paper. No special

remarks were raised on this. 

The Prime Minister made the following statement: 


Civil servant system reform is an extremely important reform under the Abe cabinet, 

and this is drawing increasing attention of the people. 

I will make deliberations based on opinions of the experts’ council to be established 

under myself as well as today’s discussions. 


The Cabinet Office briefed the CEFP members on the draft outline of the “Basic 
Policies 2007.” No specific opinions were presented. 

Finally, Mr. Amari reported on the revision of the “Economic Growth Initiative.” An 
expert member made a comment that the revision includes a very wide range of issues, 
and therefore, it should not be contradictory to the “Basic Policies”. Mr. Amari 
understood. 



(END) 



