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(1) FY2008 draft budget  
(2) “Direction and Strategy for the Japanese Economy”(draft) 

Hiroko Ota here. Today, the Council on Economic and Fiscal Policy (CEFP) held its 32nd 
meeting of the year and conducted discussions on the FY2008 draft budget and the “Direction 
and Strategy for the Japanese Economy” (draft). 

 

The FY2008 draft budget was reported by Member Nukaga (Minister of Finance). Next, I 
proposed a main draft text for the “Direction and Strategy for the Japanese Economy,” and this 
was approved. On these two issues, we engaged in the following discussion: 

 

Expert member: I appreciate the fact that FY2008 budget has remained loyal to the “Basic 
Policies 2006.” Still, since the current economic growth rate has been revised down, 
considerable reform is required toward the realization of a surplus in the primary balance. 
Even if such a surplus should be achieved, the worst fiscal conditions, as illustrated by the 
central and local governments’ debts of about 150% of GDP, will continue. The “Direction 
and Strategy” covers the period up to FY2011, and deliberations toward the setting of 
numerical targets with an eye to the period beyond FY2011 should be conducted. Given that 
Phase III in the Government’s roadmap for advancing fiscal consolidation has established as a 
target the reduction of the ratio of debts to the GDP in a stable manner toward the mid-2010s, 
discussions aimed at establishing concrete targets should be launched. In order to enhance 
growth potential, it is necessary to promote EPAs, international cooperation, and the 
utilization of overseas human resources, and take advantage of Japanese strengths such as 
technology. Such outward- and forward-looking growth strategies are required. 
Expert member: Firstly, the latest “Direction and Strategy” includes the section entitled 
“Converting to an administration that befits the 21st century.” I suppose that the reform policy 
of independent administrative agencies was formulated in the document as a result of 
tremendous effort. However, persistent review is needed in regards to what areas the 
Government should play a role, and in what manner it should involve itself. It is essential to 
continue discussions from the standpoint of the people as to whether or not the public sector 
needs to implement the duties in question regarding the central government’s reform of local 
branch offices, special account enterprises, and assets and debts. Secondly, national debate is 
required in order to set a basic future direction for the pension system. The CEFP should also 



continue its deliberations on the integrated reform of social security and tax system in 
coordination with national social security council to be established. Thirdly, the boosting of 
labor productivity is essential to economic growth. It is very important that efficiency in the 
labor and capital markets is improved and that regulatory reform in services industries with 
low productivity is promoted. The Government needs to implement regulatory reforms while 
analyzing why the productivity of medical, nursing and child-care services, in particular, has 
remained low.  
Expert member: Although new growth strategies started this year, Japan’s growth rate was 
lower than expected. Economic growth for the next fiscal year is the key. Both the CEFP and 
the Fukuda Cabinet should devote every effort to shaping the growth strategies and putting 
them into actions. At the same time, the Integrated Reform of Expenditures and Revenues 
must never be given up. 
Expert member: The Japanese economy is continuing its sustained recovery, but the fiscal 
deficit has not vanished. The level of dependence on public bonds is to decrease slightly in the 
budget for the next fiscal year. Still, the figure is large and constitutes a very serious problem. 
As economic downturns increase fiscal deficits, it is essential to boldly reduce such deficits 
when the economy is strong. The Government should, as a matter of course, stand firm in 
regards to the Integrated Reform of Expenditures and Revenues, but the difficulties involved 
are also beginning to surface, as has been discussed today. It is true that expenditure 
reductions in accordance with the same vertically divided rules have their limits. As such, it is 
important to formulate a bold, prioritized budget that is entirely devoid of administrative 
sectionalism. Growth strategies also require the promotion of FTAs, EPAs and regulatory 
reforms. Through such an approach, we must strive to increase domestic demand while 
expanding inward investment and consumption. I will strive to produce growth strategies by 
way of examining what is necessary to preserve production bases in Japan as well as provide 
consumers with adequate goods and services. 
Member Nukaga: It is not easy to achieve growth amid the declining population. Although a 
lack of ambitions for the future is problematic, so is giving the public impression that growth 
is achievable easily. It is necessary to have a strict sense of urgency as well as depict the 
shape of growth that will lead to bright prospects. It is necessary to avoid impressing the 
public with the idea that “things will get better if left to the Government.” Furthermore, when 
it comes to advancing fiscal consolidation, the Government will face a much more difficult 
situation than it did in the FY2008 budget formulation. I will work on this issue while sharing 
this point of view. 

The main text of the “Direction of Strategy for the Japanese Economy” was approved today. A 
reference trial calculation will be presented at the first CEFP meeting to be held early in the 



New Year. A consultation and the report will be made thereafter. 
 
The agenda for today consisted of those two issues. However, at the end of the meeting, 
Member Nukaga issued a report regarding Government assets and debts. He reported on the 
basic policy of utilizing land formerly housing government buildings and public 
accommodation for government employees. No specific opinions were voiced in response. 
 
Since today’s CEFP meeting was the last for the year, the prime minister made the following 
statement marking the end of the year.  

Just three months have passed since the Fukuda Cabinet was inaugurated. During this period, 
the CEFP has held a wide range of discussions on the social security and taxation systems, 
plans for revitalizing regional economies, new growth strategies, and so on. I believe that we 
could formulate an FY2008 draft budget that keeps to the expenditure reform drive in line 
with CEFP discussions and also achieves a balance between the enhancement of growth 
potential and fiscal consolidation.  
Nevertheless, as I mentioned before, it is necessary that we further promote the sharing of a 
common awareness of the fact that Japanese economic growth rate has remained flat for 
nearly 20 years and that income has also failed to grow. At the same time, discussions aimed 
at realizing economic growth by way of breaking a current timid way of thinking and a sense 
of stagnation are also required. 
To this end, we first of all need to specify growth strategies and link them with solid policies. 
Secondly, we need to discuss prospects for the future social security and revenue sources 
required from the public viewpoint, in coordination with the National Council to be newly 
established. Thirdly, in order to recover public trust, we need to make further efforts in 
regards to administrative and fiscal reforms in pursuit of “zero waste.”  
I request that you continue to cooperate with a sense of urgency so that the Fukuda Cabinet 
may present its policy line in a clearer and more concrete fashion.  

 
(END) 


