
Provisional Translation 

Minister’s Summary by Minister Ota 
2nd Meeting (January 29, 2007) 
(1) Agenda for the future deliberations of the CEFP 
(2) Government reform 

1. Civil servant system reform 
2. Reform of policy-based finance 

(3) On macroeconomic management 
Hiroko Ota here. Today, the Council on Economic and Fiscal Policy (CEFP) held its 2nd 
meeting of the year and discussed the agenda for the future deliberations of the CEFP, 
government reform (civil servant system reform and reform of policy-based finance) and 
macroeconomic management. 

The agenda for the future deliberations of the CEFP was basically approved based on the 
content of the paper I submitted. Based on this, the CEFP of 2007 will be advanced. Main 
discussions were as follows: 

On utilizing human resources, page 2 of the paper reads “establishing a mechanism which 
enables everyone to obtain a chance for capacity building and qualification and preventing 
the stratification of gaps ‘by raising the economic general level,’”  “the intensive and 
effective program to support capacity building,” “change into a welfare-to-work society.” 
These are extremely important matters of urgency. These are now being discussed at the 
Diet, but the CEFP should also start consideration of this as early as possible. 

The Prime Minister gave the following instructions: 
Preventing the stratification of gaps by raising the general economic level as written in the 
paper is a very critical point for the Abe Cabinet’s policy to enhance growth potential. 
We need to prevent the stratification of gaps by raising the income and living standards of 
working people as a whole. 
Therefore, we need to make intensive deliberations in the short term without waiting for the 
compilation of the “Basic Policies 2007.” 
The Chief Cabinet Secretary and the Minister of State for Economic and Fiscal Policy are 

requested to propose specific ways to consider how the level of growth potential should be 

raised immediately. 

I would like to discuss with the Chief Cabinet Secretary as early as tomorrow specific ways to 

consider raising the level of growth potential. On utilizing human resources, we will consider as 
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soon as possible the specifics of an intensive and effective program to support capacity building 
and change into a welfare-to-work society aimed at providing employment opportunities for 
people eager to work. 

At the same time, the following discussions were made: 
With new population estimates now available, it is vital to advance discussions on a social 

security system. In particular, it is essential to prepare individual social security accounts 
and correspondent social security numbers as written in the paper. 
In reviewing administrative function and structure, we need to strengthen the PDCA 
(plan, do, check, and act) cycle. 
It is required to arouse public debate on the regional government system (“Doshu” system). 

Regarding civil servant system reform, we held the following discussion over the paper submitted by 

the interim member, Mr. Watanabe (Minister of State for Administrative Reforms, the Reform of the 

Government Employee System): 

For proper reemployment of government officials, the paper refers to eradicating ministries’ 
intrusive intermediation by taking advantage of their regulatory and budget-spending 
authority to secure jobs for retiring employees. This should be adequately legislated because 
definition of mediation and prohibited acts are required. As a best solution, the human 
resource agency should be drastically strengthened. 
The entire civil servant system should be discussed. 
A holistic philosophy is vital. Rather than regarding the public sector as being superior to 
the private sector, we should take our stand on the concept that the bureaucracy exists for 
the private sector. If we conduct institutional reform, it should be that which the private 
sector wishes for. Rules of conduct should be strictly implemented as there is a strong 
backlash of people against “amakudari (golden parachuting)”. 

Mr. Watanabe made the following conclusion: 
When I took office as minister, the Prime Minister told me clearly that drastic institutional 
reform is essential to avoid having future generations pay debts. Therefore, I will endeavor 
to promote civil servant system reform as a part of a “Structural reform of love.” 
Intermediation for reemployment should not be prohibited in hatred of civil servants. I will 
fully consider a good style of civil servant system. 

On reform of policy-based finance, Mr.Watanabe submitted his paper about Japan Finance 
Corporation Bill (tentative name). In this regard, expert members made comments that the paper 
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is appreciated because it included the following points: 
Constant review, applying market testing and considering future numerical targets of 
quantitative reduction in addition to the current goal 
Under a new structure, the Japan Bank for International Cooperation (JBIC) cannot become 
a subsidiary except by a legal change although there were some concerns that the JBIC 
might be allowed to operate as a subsidiary. 
Integrated and effective financing 

The issue that came to a discussion today was reform of Shoko Chukin Bank (the Central 
Cooperative Bank for Commerce and Industry). Mr. Amari argued that the intent of the ruling 
parties’ discussions on Shoko Chukin is not setting up another ordinary bank, but establishing a 
bank for small- and medium-sized enterprises (SMEs), namely a bank with know-how on SME 
financing. Mr. Amari also expressed that shareholder restriction is necessary. 

To this, expert members argued that if Shoko Chukin has outstanding ability, it can do without 
shareholder restriction after full privatization by utilizing the so-called matching function. 

Further to this, a variety of discussions were presented. For example, one argument pointed out 
the need to create a supporting mechanism for SMEs that need financing. Thus, we failed to 
reach an agreement. 

I suggested in conclusion that this time’s bill stipulates that after full privatization, required 
measures be taken to maintain Shoko Chukin’s function as the financial institution for SME 
cooperatives and their members. We should continue discussions on what are “required 
measures.”  

On macroeconomic management, we held discussions based on materials submitted by the 
Cabinet Office and Mr. Fukui, the Bank of Japan Governor. Overall, I think that both the 
Government and the Bank of Japan (BOJ) agree over their basic recognition on the current 
status of the macro economy. The briefing material prepared by the Cabinet Office lists at the 
end four basic viewpoints regarding macroeconomic management. On this, Member Fukui 
made a comment that BOJ has the same perspective. 

The following remarks were presented by the expert members on the fourth basic viewpoint: 
“To Ensure Transparency and Accountability.” 
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Financial markets widely fluctuated before the BOJ’s Monetary Policy Meeting in January. The 
BOJ decided in March last year a “New Framework for the Conduct of Monetary Policy.” As a 
review is to be conducted annually, I request that the following two points be taken into 
consideration: 

(1) At the above meeting, each Board member's “understanding of medium- to long-term 
price stability” in terms of a year-on-year change in the consumer price index was set 
between zero and two percent. However, to ensure a margin for not returning to deflation, 
the lower limit of zero percent looks slightly low. This would not clear deflation worries in 
the market. 
(2)Consideration for a more transparent framework should be continued. For example, is 
there any way to explain the BOJ’s understanding of price stability, not Monetary Policy 
Board members’? 

For setting the target of monetary policy, the BOJ and the government are required to 
promote their communications while maintaining a distance. 

To this, Mr. Fukui made a remark that he will fully consider striking a good balance between 
mobility and transparency of monetary policy, and that he will continue to pursue a practical 
framework with an eye to the future of the Japanese economy. 

Among others, there were the following comments: 

As SMEs cannot easily shift costs and their ripple effects on household sectors are slow to


be seen, creating a virtuous circle from enterprises should be examined well. 

In local areas, gaps exist in economic recovery as indicated in the ratio of job offers to 


seekers, etc. We must take this into account. 


(END) 
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