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(1) Future management policy for the Council on Economic and Fiscal Policy 

Hiroko Ota here. Today, the Council on Economic and Fiscal Policy (CEFP) held its first meting 

after the new Fukuda Cabinet was inaugurated. 

At the beginning of today’s meeting, the Prime Minister made the following statements. 

Until now, the CEFP has played an important role. 

We are now facing, however, difficult issues such as increasing social security costs due to the 

aging population and declining birthrate, globalization and the problems facing the global 

environment. 

In order to overcome these issues and create a mature society, we have to revise the systems and 

organizations that do not fit with the times and proceed with reform based on a frank appraisal 

of the future of Japan. 

When conducting reforms, we definitely need the understanding and cooperation of the people. 

In order to promote public understanding, the CEFP has to unveil easy-to-understand policy 

options and propose a desirable future for Japan. 

I hereby ask all the expert members to put forth great effort as standard-bearers of reforms. 

I am determined to continue our reforms based on the views of the people. 

Afterwards, expert members gave explanations based on a paper regarding the future management 

policy for the CEFP. 

In the explanation related to the agenda for future deliberations, we engaged in discussions on a 

proposal to establish three priority issues: reconstruction of regional economies, social security 

system and its sources of revenue (social security and taxation) and expenditure reform with a view 

to formulating the budget for the next fiscal year. We agreed on this point. 

Regarding reconstruction of regional economies, we intend to compose a new plan based on the 

fundamental viewpoints and new systems described in the expert members’ paper. Specifically, 

Member Masuda (Minister of Internal Affairs and Communications) wishes to cooperate with 

myself and compose a basic plan by around the end of November, and as such we would like to ask 

him to submit to the CEFP the “Masuda Plan” as an interim report at the beginning of November. 

In addition to this plan, the paper sets out four main issues: improvement of the productivity of small 

and medium-sized enterprises, agriculture and farmland reform, public investment reform, and 



establishment of the Regional Power Revitalization Corporation. In this respect, we will be asking 

the ministers in charge to submit reform plans for deliberation by the CEFP. Member Amari 

(Minister of Economy, Trade and Industry), who is in charge of the first matter, stated that he would 

compile his plan and report to the CEFP for discussions. As I am in charge of the Regional Power 

Revitalization Corporation, and as such I will report on this matter for the purposes of discussion. 

Basically, there were no major objections to the expert members’ proposals. The following opinions, 

however, were voiced. 

Expert member: We should not relax expenditure reform by relying on growth potential. The 

“Direction and Strategy for the Japanese Economy” showed a path to achieving a primary 

balance in FY2011, but we should make prudent forecasts by explicitly taking uncertainty into 

account. 

Expert member: As reconstruction of regional economies tends to involve pork-barrel, it is very 

important for us to reject this. The following three points are of importance in making regional 

economy plans: to generate ideas from a regional site viewpoint, to integrate grants vertically 

divided between ministries in a way that they can be utilized by local governments at their own 

discretion, and to employ private citizens as primary promoters of the new plans. In other words, 

it is necessary to introduce a framework which enables each region to easily set up its own plan 

in order to attract residents and tourists as customers, or to pull in companies. If regulations 

cause obstacles, measures will be required, for example, to utilize the system of Special Zones 

for Structural Reform. 

Expert member: When we talk about benefits and burdens in the context of social security and 

taxation, we should remember that reducing someone’s burden leads to increasing burdens 

elsewhere. Also, institutional reform aimed at creating sustainable pension scheme is needed. As 

the present system automatically increases the burden on salaried workers when the unpaid ratio 

of self-employed people grows, we should discuss methods of ensuring the collection of 

insurance premiums at as low a cost as possible. Moreover, we have to secure sources of 

revenue by incorporating a scrap-and-build policy into the system. 

Member Masuda: When it comes to narrowing gaps between urban and rural areas, discussions 

on tax and finance are of importance, but those on enhancing regional economic power are the 

most critical. For the past 20 years, we have been discussing various policies for the purpose of 

enhancing regional economic power, but these have thus far focused on public works and 

legislation for special areas. These measures have had a certain effect, but now we have to 

establish new measures that differ from the conventional methods. At the same time, we need to 

outline these new measures to the public in the form of a clear and plain message. The 

establishment of regional plans requires the following two points: (1) the focusing of fund 



allocation on certain regions where the effects of investment are expected while removing 

barriers between government ministries, thus ensuring investment effect, (2) due consideration 

of the economic hinterlands where industrial development cannot immediately be expected. 

Member Masuda: Agricultural issues are very significant in terms of regional revitalization. As 

was noted in the expert members’ paper, it is necessary to merge small plots of farmland into 

large ones and increase international competitiveness. At present, however, small-scale farmers 

are concerned about the future. Therefore, we need to restart from the present circumstances and 

conduct discussions while presenting a vision for the future of agriculture aimed at moving 

toward the most suitable direction. Although the Cabinet has four headquarters for regional 

revitalization, he would like to integrate these into a head office and advance discussions beyond 

the confines of ministries and measures. Moreover, I suggest that people from local 

governments be invited to such discussions and regular exchanges of opinions be held. 

Member Amari: It is essential that economic growth strategies be firmly maintained because 

neither financial reconstruction nor a safe society can be realized without stable economic 

growth. We need to distribute the fruits of such economic growth to regions as well as to small 

and medium-sized enterprises which are being left behind in the recovery process. The 

revitalization of agriculture is also important. We should implement growth strategies 

coordinated among the agricultural, commercial and manufacturing industries by incorporating 

know-how and high value-added production techniques from the manufacturing sector into the 

agricultural sector. 

Expert member: While it is very important that small-scale farming households be ensured 

fortuitous future prospects, the situation varies among farming households. Some farming 

households are involved in rice cultivation, others in flower cultivation, some grow fruit and 

others raise chickens. Measures should be taken as needed. We should not uniformly regard 

small-scale farming households as low income. 

Discussions on agriculture do not work well unless we obtain the understanding of small-scale 

farming households. Likewise, discussions on regional measures will not advance without the 

understanding of urban residents. Hence we have to take measures that address the concerns of 

both parties involved. 

Member Masuda: As his additional comments, stated that he would incorporate measures to be 

expediently implemented in FY2007 into the new regional plans. Also, he intends to include 

items which are to be implemented in the following fiscal year’s budget. 

Expert member: The EPA is extremely important. As EPA negotiations have begun to gain 

momentum, we should maintain said negotiations without interruption. 

Member Nukaga (Minister of Finance) : The very basis of regional economic reconstruction lies 

in the fact that pork-barrel is not good. The key points therein include the following. 



(1) Regional viewpoints: We should relate such reconstruction to local residents and encourage 

each region to strengthen itself. A clear focus on the creation of autonomous regional growth is 

required and this should not be unilaterally imposed by the Government. 

(2) We need to correct tax revenue gaps between regions. We have to establish sound 

foundations in terms of fiscal power, manpower, employment etc., and implement consistent 

policies.  

(3) New capital and know-how must be introduced in order to foster regional industries. In this 

regard, it is essential to utilize regional characteristics with the participation of local capital. 

Member Nukaga: The government has already decided to raise its share of contributions to the 

basic pension program to one-half. We will promptly begin discussions on revenue sources, 

including the consumption tax. The Government and the ruling parties are discussing this issue, 

but I request that the CEFP present its basic principles thereon. 

Member Nukaga: We will never compromise the Integrated Reform of Expenditures and 

Revenues for achieving a surplus in the primary balance in FY2011. The government Tax 

Commission is now discussing the tax system within the context of revenue and we would like 

to work out not only short-term measures but also medium and long-term systems aimed at 

ensuring a stable source of revenue which will not be affected by economic conditions. 

Finally, the Prime Minister made the following statements: 

Reconstruction of regional economies is an important policy pillar for the Fukuda Cabinet. I 

would like to ask Members Masuda and Ota to cooperate with each other and submit practical 

plans which fit regions’ actual conditions by the end of the year. 

Social security and the tax system are issues that require that the government solicit public input 

and cooperation. I would like to ask you to outline easy-to-understand options so that we can 

hold discussions from the viewpoint of the public regarding where problems exist and what we 

should do to solve them. 

Considering the decreasing population and environmental changes in Japan and abroad, we need 

to simultaneously promote stable growth and financial reconstruction. I would request that you 

consider appropriate economic growth strategies by seeking possible frontiers for growth. 

At the same time, we also have to consider policies with a human touch. We have to think about 

policies not only from a large-scale perspective but also from a small-scale perspective. 

We have to promote expenditure reform in a resolute fashion. This reform campaign is a 

challenge wherein we may encounter issues that are at odds with our goal. Nevertheless, I 

request you to deliver a strong message that we will stand firm in carrying out reform. 

(End) 


