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Minister’s Summary by Minister Ota 
29th meeting (December 3, 2007) 
(1) Basic Principles of the FY2008 Budget Formulation 
(2) “Direction and Strategy for the Japanese Economy” (draft items) 
(3) New plan for reconstructing regional economies 
(4) “Strategy for Raising the Growth Potential of Individuals and SMEs”        

(JOB-CARD, minimum wage systems, etc.) 

Hiroko Ota here. Today, the Council on Economic and Fiscal Policy (CEFP) held its 29th 
meeting of the year and conducted discussions on the Basic Principles of the FY2008 Budget 
Formulation, the Direction and Strategy for the Japanese Economy (draft items), a new plan for 
reconstructing regional economies and a strategy for raising the growth potential of individuals 
and SMEs. 
 
Regarding the Basic Principles of the FY2008 Budget Formulation, no particular comments 
were voiced, and the Principles were approved as drafted. The Prime Minister then gave the 
following address. Incidentally, the Principles are scheduled to be endorsed by the Cabinet 
tomorrow.  
  I received a report on the Basic Principles of the FY2008 Budget Formulation. 
  The Basic Principles of the FY2008 Budget Formulation adopted today represent, with an eye 

to making the nation of hope and security for which the Fukuda Cabinet aims, a policy for the 
whole government to: work together to enhance growth potential; avoid relaxing expenditure 
reform efforts through a strict rejection of wasteful spending; and to put more emphasis on 
establishing a vibrant economic society, regional independence and revitalization, and the 
realization of a society where people are able to live safe and secure lives, while setting 
priorities in budget allocation.  

  The Principles will be promptly endorsed by the Cabinet, and we will work on the FY2008 
budget formulation regarding these as the Government’s basic policies. 

 
Next, we discussed a supplementary budget for fiscal 2007. First, Member Nukaga (Minister of 
Finance) made the following statements: 
  Regarding a supplementary budget for FY2007, given the fact that the final tax revenue for 

FY 2006 was 1.4 trillion yen lower than the revised budget, there is a possibility that the 
revised budget amount for this fiscal year will again become lower than the initial budget 
amount. 

  Even if we take into account the previous year’s surplus and an increase in non-tax revenue, 
we are experiencing the most difficult financial situation we have faced in recent years. 



  Although such circumstances require responses to unavoidable additional fiscal demands 
such as disaster relief work for disasters that occurred in this fiscal year and increased 
mandatory expenditures, I intend to work on the budget formulation based on a policy of not 
increasing the issuance of government bonds, so as to avoid relaxing financial discipline. 

 
The expert members made the following statements: 
  Even under the increasing pressure on expenditures, we cannot allow ourselves to interrupt 

reform. Firstly, we should uphold the principle that a supplementary budget is to respond to 
extraordinary events that were not predictable in the initial budget estimates, and should be 
limited to the minimum measures required. Secondly, any budgetary measures to bolster the 
economy by increasing public spending should be avoided. Thirdly, as the last CEFP meeting 
confirmed that the FY2008 budget should be formulated in strict accordance with budget 
request guidelines and the “Basic Policies 2007,” in a supplementary budget, we should never 
allow new government bonds to support any expenditure increases. I request that the Minister 
of Finance make the utmost effort based on these points. 

  We should strictly observe the five principles of the FY2007 budget formulation described in 
the “Direction and Strategy” and the “Basic Policies (Big-Boned Policies).” The five 
principles include the principle that public accountability should be enforced. We should give 
explanations to the public so as to prevent the people from holding any doubts. 

  We should definitely avoid increased government bond issuance. If we relax our efforts at 
this point, Japan’s reputation overseas will suffer out of concerns that the reform might be set 
back. Therefore, we absolutely have to stop increasing government bond issuance. We should 
not relax financial discipline now. 

 
In reply to these discussions, Member Nukaga made a comment that he will strictly observe 
fiscal discipline and will not increase government bond issuance. 
 
As mentioned above, we set out a clear policy of avoiding issuance of new government bonds 
and limiting a supplementary budget to the minimum measures required.  
 
The Prime Minister made the following statements: 
  A supplementary budget is no exception to fiscal consolidation. I have no intention of issuing 

new government bonds for a supplementary budget. 
  Although it is necessary to meet the requirements of any urgent measures for the safety and 

security of people’s lives, I request that the Minister of Finance promote the budget 
formulation by way of limiting it to truly necessary expenditures. 



Regarding the Direction and Strategy for the Japanese Economy (draft items), I myself gave 
explanations. The following comments were voiced in reply: 
  Expert member: A growth strategy will be added to the next medium-term policy. The new 

policy should play a role in eliminating people’s sense of stagnation over the Japanese society 
and economy and bringing hope to society. For that purpose, we need to present the sort of 
policy that will have an impact in changing the shape of the nation. For Japan not to lag 
behind in global economic changes, it is essential to maximize the nation’s strengths, such as 
environmental technology and nanotechnology of the highest global standard. On the other 
hand, Japan’s weaknesses, such as the declining and aging population and disparity between 
regions, need to be transformed into new opportunities. The utilization of Asian resources and 
growth power by way of promoting EPAs and international cooperation is also required. We 

need projects whose ripple effects can be well recognized as case examples of growth strategy. 
For example, resolute implementation of e-Government of the highest global standard will 
cause information technology to spread from large enterprises to SMEs and promote an 
administrative reform. Such an approach will also facilitate mobility of human resources from 
the center to the regions. 

  Expert member: One of Japan’s strong points had been the high quality of the middle-class 
labor force. However, that middle class might have started to weaken following the collapse 
of the bubble economy, etc. For every citizen to establish self-responsibility and a can-do 
spirit without depending on others, it is necessary to present a clear vision of the Japan that 
will result from achieving reforms. That would be what the Prime Minister describes as 
Japan’s image of self-reliance and mutual cooperation. Recently I have been hearing the 
expression “Kurenai-syndrome” (dependence on support from above). It is necessary for 
citizens to try to stand on their own feet instead of counting on the Government to do 
something. It is also important to present an image of large enterprises and SMEs living in 
harmony. We also need to present an image of a vigorous middle class as well as that of 
Japan as a nation trusted overseas. It is essential to send to the people a persistent message 
that tomorrow will be better than today. 
Member Amari (Minister of Economy, Trade and Industry): Draft items cover the three key 
issues to realize economy and society which Japan should aim at: the enhancement of growth 
potential, regional independence and revitalization, and establishment of reliable financial, 
social security and administrative systems. The three key issues should be tackled 
comprehensively, rather than in a piecemeal fashion. Given that we face current economic 
problems such as subprime mortgage loans, crude oil prices and confusion accompanying the 
revision of the Building Standard Law, it is high time for the Fukuda Cabinet to present a 
growth vision so as to give a sense of assurance to the people. In doing so, we should 



formulate a plan that will demonstrate the synergy effect of collaboration between large 
enterprises and SMEs or between cities and rural areas, rather than seeking a strategy of 
treating large enterprises and SMEs separately, as seen in the case where large enterprises and 
cities are developed in viable areas whereas the growth potential of SMEs is raised. In future 
deliberations, the Ministry of Economy, Trade and Industry will think hard and make the 
maximum contribution it can. 
Member Nukaga: Regarding financial issues, the expert members’ proposal submitted today 
referred to the need to achieve a primary balance surplus by FY2011, without fail. However, 
this is not an ultimate goal for fiscal consolidation. A new mid-term policy should bring into 
view a stable reduction of debt ratio against GDP during Phase III, up until the mid-2010s.  
Expert member: As a matter of course, the established policies regarding the second and third 
steps will remain unchanged. However, as a basis for such policies, we have to 
simultaneously consider the tax and social security systems and tax reform as a whole; as 
such, they are not something that can be thoroughly discussed within the timeframe of a few 
weeks or so. Established policies will not change and we have to continue discussions. 

 
I summed up the discussions as follows: 
  Based on today’s discussions, I will present a draft of the new medium-term policy at the next 
CEFP meeting. 
  The medium-term policy will be finalized in January next year for the Cabinet decision. 
  I would also like to present in an easy-to-understand manner the Japanese economic and 

fiscal conditions in terms of both the current status and outlook. 
 
The Prime Minister made the following statements: 
  The new medium-term policy will be the first such policy for this Cabinet. 
  We will present what sort of country we are aiming for, and to that end, how basic policies 

including economic policy should be developed.  
It is vital to offer explanations to the public in an easy-to-understand way. 
Hereafter, I would like the CEFP to discuss a new growth strategy as well, and I request that 
the basic concept thereof be included in the medium-term policy. 

 
Regarding a new plan for reconstructing regional economies, Member Masuda (Minister of 
Internal Affairs and Communications) and Member Amari outlined their materials. The expert 
members made the following remarks:  
  What is of importance is a system for regions to think and act by themselves. Regions where 

residents or nonprofit organizations have a strong spirit of self-reliance and enthusiasm to 



take on challenges are successful in regional revitalization. It is essential that local residents 
consider how to make their hometown better. It’s not enough for the central government 
simply to provide subsidies. It is essential to help and support regions that are striving for 
independence. 

  My impression gained from the regional conferences is that the successful regions have 
implemented reform from the standpoints of consumers and residents, considering what their 
needs are. For example, what matters most in shopping districts is the coordination of legal 
rights such as land titles. Regions where residents themselves hammered out a variety of 
possible methods after due consideration are successful. Regions are not supposed to take 
such actions simply because the central government gave specific instructions. Although 
removing impediments such as regulations is the role of the government, it is residents that 
have impetus. Besides, an international point of view is also required. One case is the land 
price increase in Niseko town, Hokkaido during last year and the year before last, which is 
attributed to investment from Australia. It is important to create new demand in coordination 
with foreign countries. 

  The ex-post examination and the PDCA (Plan, Do, Check and Act) cycle are important so as 
to ensure that the “Masuda Plan” is effective. 

 
Regarding a strategy for raising growth potential, I gave simple explanations on the state of 
implementation. Then the expert members outlined their proposals. The following comments 
were voiced in reply: 

  Expert member: Regarding a JOB･CARD, it is vital to enhance vocational skills in the midst 
of population decline. Therefore, nationwide efforts to enhance vocational skills are 

necessary. As the cornerstone of the JOB･CARD scheme is on-the-job training in companies, 
we are calling for participation by as many companies as possible. Multiple companies have 
already taken the initiative, with an eye to implementing the plan from the next fiscal year. 
We will further promote participation by as many companies as possible. The government is 
requested to take measures to standardize the evaluation method of vocational skills and 
establish a reliable evaluation system that is useful across Japan. 

  Member Amari: Regarding a strategy for raising the growth potential, I will encourage the 
SME Productivity Improvement Project toward achievement of numerical targets. When I 
previously served as the Minister of Labor, I indicated that the training for the development 
of vocational skills should be thoroughly examined. We should check whether or not the 
skills aimed at in the program match employers’ needs. We should establish an objective 
evaluation system by way of listing companies’ needs in terms of employees’ abilities and 



skills, instead of making a list for instructors’ salaries. I request that this point should be 

steadily implemented in the JOB･CARD system. 
  Expert member: The minimum wages should be set based on living expenses of workers in 

the region. In order to achieve a proper level of minimum wages, I request discussions be 
held at a round-table conference aiming toward early consensus-building. 

 
We will move along our discussions hereafter based on today’s discussions. 
 
(End) 


