
Provisional Translation 

Minister’s Summary by Minister Ota 
4th Meeting (February 27, 2007) 
(1) Towards a Productivity-Boosting Program 
1. Overall picture of productivity improvements and strengthening 
growth potential 
2. "Innovation 25" 
3. Reform of undergraduate and graduate schools 
4. Utilization of IT 

Hiroko Ota here. Today, the Council on Economic and Fiscal Policy (CEFP) held its 
fourth meeting of the year and discussed “Innovation 25,” the reform of undergraduate 
and graduate schools, and the utilization of IT as a step toward a Productivity-Boosting 
Program. 

Prior to today’s discussions, I presented a draft for the proposed Productivity-Boosting 
Program, which will be finalized by the end of April. Based on the idea that even a 
rough sketch could help CEFP members to understand the program, I merely 
highlighted an approach available to us at the moment. Deliberations as to its formal 
title and the program’s contents will be conducted by the CEFP until April. 

As for numerical targets, we adopted as an indicator of productivity increase the growth 
rate of per-hour added value produced by workers. The average figure during the past 
decade was 1.6%. We are now aiming to increase this figure by one-and-a-half times to 
2.4 % over the next five years. The plan will be an attempt to increase added value 
produced by each person amid the declining population. The Prime Minister gave us 
instructions to set easy-to-understand targets such as doubling productivity. Since 
doubling productivity over five years is a very difficult task, we will aim for a 50 % 
increase. 

The program titled “Three-part plan for enhancing growth potential” consists of three 
parts. The first part is the “strategy for raising the level of growth potential” which 
means investment in human resources. The second part is the “strategy for service 
innovation,” the intention of which is the reform of inefficient areas and includes the 
reform of service industry and the government. As for the government, we aim to 
establish the world’s most advanced e-government. The third part of the plan is the 
“strategy for expanding growth potential” which means investment with a view to the 
future. I believe that this strategy includes marketing growth areas, university reform 
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and risk money. The first part, “strategy for raising the level of growth potential” was 
released prior to the “Basic Policies.” 

In regards to Innovation 25, temporary member Sanae Takaichi (Minister of State for 
Innovation) and Chairman of the Innovation 25 Strategy Council Kiyoshi Kurokawa 
made explanations. We did not have much discussion, but the following remarks were 
made: 

To make Japan the world’s intellectual center, it is essential to take measures 

to ensure the free flow of people, goods and money, meaning abandoning 


“purism.” 

It must build a market into which human resources and capital flow. 


With regards to university reform, discussions focused on proposals from expert 
members. University reform is one of the issues on which the CEFP has not yet 
deliberated sufficiently. This reform serves as a cornerstone for enhancing growth 
potential. The CEFP will continue thorough discussions on university reform so as to 
incorporate the results into the new “Basic Policies.” 

Expert members made the following proposals: 
Japanese universities have been left far behind in the global trend. For 
universities to serve as centers of both research and education, concentration 
on select areas is required. 
For universities to function as centers for innovation, we need to concentrate 
research funding in select areas. We should increase the proportion of 
competitive funds, funds not provided uniformly but allocated based on results 
with a view to establishing the principle of competition in research fund 
allocation. 
As centers of open education system, a globalization plan for undergraduate 
and graduate schools should be formulated. Among other things, the categories 
of arts and sciences should be abolished, entrance examination dates should be 
dispersed and September entrance should be introduced. 
We should reform rules concerning allocation of administrative expense 
subsidies for national university corporations. 
Reforms should be made to the status of assistance for national and private 
universities without making any distinction between the two categories. 
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For this, temporary member Bunmei Ibuki (Minister of Education, Culture, Sports, 
Science and Technology) made the following statements: 

I have no objections to the proposals. Having said that, there are difficulties 
inherent in evaluating universities’ efforts and performances. 
As university management is different from business management, it is a 
challenge to find ways to strike a balance between hunt for profit and what 
ideal universities should be, and how to guarantee its quality. 
The number of universities has increased under deregulation, but it is a 
challenging task to ensure the quality of degree programs and university. 
I will strive to support a variety of efforts by national universities, which now 
function as independent administrative entities. 
The Ministry of Education, Culture, Sports, Science and Technology will 
avoid carrying out policy in only one established manner. 

Regarding the above note, the following remarks were made by expert members: 
To improve the quality of higher education, reforming rules of administrative 
expense subsidies is vital. 
Immediately after the Koizumi Cabinet was formed, what is called “Toyama 
Plan” was issued in June 2001, in which the need to increase the proportion of 
competitive funds was mentioned. Thus, funding allocation based on research 
evaluations had been already discussed. 
Over the past six years, allocation based on evaluations should have been 
steadily developed. 

Other opinions will be summarized as follows: 
Gaps between private and national universities are significant. Human 
resources at private universities are not contributing in terms of science and 
technology potential. In other countries, once competitive funds are allocated, 
subsidies matching with such funds is said to be provided to universities. 
Japan should introduce such a system. 
Enhancing growth potential requires an increase in competitive funds through 
changes to the budgetary system and the conducting of evaluations in 
meticulous details. 
A formation of alliances by universities depending on changes is needed. 
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Earlier in the meeting, Ms. Takaichi cited as one of key issues of Innovation 25 reform 
of universities as intellectual centers open to the world. Comments from this viewpoint 
ensued. 

Finally, Mr. Ibuki made the following statement: 
When the Abe Cabinet was inaugurated, the FY2007 budget requests had 
already been already made. Therefore, it is from the FY2008 budget that the 
Abe Cabinet will be able to show its own characteristics. 
The Abe Cabinet is seriously dealing with educational reform. With this in 
mind, I will definitely draw up a budget suitable for the Abe Cabinet. I request 
that the CEFP further expand upon the expert members’ proposal for our 
future consultation. 

The Prime Minister made the following statement, quoting Member Akira Amari 
(Minister of Economy, Trade and Industry): 

The number of researchers who leave Japan totals 130,000 while those who 
come to Japan number at 30,000. To narrow this gap, the development of 
human resources is very important. 
I request that the CEFP hold vigorous discussions so as to incorporate an 
ambitious plan of university reform into the “Basic Policies 2007.” 
As the Education Rebuilding Council starts its debate on higher education, I 
would ask the CEFP to work closely with the Council. 

On utilizing IT, the expert members presented the following proposals: 
Cabinet IT Procurement Headquarters should be established to create the 
world’s most advance e-Government. IT use in medical care sector should be 
promoted. 
As the improvement of Japanese productivity is hindered by the 
non-standardization of inter-company IT networks, we should disseminate and 
promote the standardized IT networks. 
To create growth sectors, we should establish special zones for radio wave and 
develop legislation to promote the distribution of digital content. 

Sufficient discussions on this subject could not be conducted due to time constraints, 
but no categorical opposition on this score was raised. As for my summary, I suggested 
that each member bring back the issue of IT utilization and that further debates be 
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conducted within the CEFP. 

In regards to e-government, details of the proposals for Cabinet IT Procurement 
Headquarters and for IT promotion in the medical care sector will be coordinated by the 
IT Strategic Headquarters, at which Ms. Takaichi presides. Ms. Takaichi commented 
that the promotion of IT in the medical care sector is very important. We will discuss 
details regarding this matter when Minister of Health, Labor and Welfare Hakuo 
Yanagisawa attends the CEFP meeting. 

The promotion of network use will be discussed under the stewardship of Mr. Amari. 
On the special zones for radio wave, Mr. Suga remarked that he would like to widen 
the breadth of the special zones and incorporate non-radio media as well, including 
“Special Digital Zones.” 

Although there were opinions that establishing legislation to promote the distribution of 
digital content is a tall order, a comment was made to the effect that the matter will be 
dealt with positively by the Chief Cabinet Secretary under the Strategic Council on 
Intellectual Property . 

In conclusion, the Prime Minister made the following statements: 
The Russian Premier will visit Japan. Broadband connections will be 
inaugurated between Europe and Japan via Russia. This will bring further new 
changes. 
Through today’s discussions, it is my conclusion that despite the fact that 
Japan has sufficient infrastructures to fulfill hub functions, there are still areas 
to be deveoped in that such infrastructures are yet to be fully utilized. 
I will actively work on this issue together with the country’s political 
leadership. 

(END) 
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