
Minister’s Summary by Minister Ota 

5th Ｍeeting (March 16, 2007) 

1. On civil servant system reform 

2. On social security reform (high-cost structure correction program) and 

establishment of growth strategy in medical and biotechnological sector 

(Strategy for Expanding Growth Potential: Part 1) 

Hiroko Ota here. Today, the Council on Economic and Fiscal Policy (CEFP) held its 5th 
meeting of the year and discussed civil servant system reform and social security 
reform. 

Temporary member Yoshimi Watanabe (Minister of State for the Reform of the 
Government Employee System) explained his proposals for civil servant system reform 
based on a paper presented at the CEFP meeting. At the meeting, he suggested the idea 
of limiting the role of mediating jobs for retiring officials to the planned “human 
resources agency” within a relatively short period of time, such as within two years, 
although the idea was not mentioned in his paper. 

Following this, expert members explained their proposals based on their paper. 
According to statements, the main purpose of civil servant system reform is to nurture a 
responsible civil servant rather than bash civil servants, from the viewpoint that good 
politics cannot be conducted without good civil servants. Therefore, the civil servant 
system must be redesigned so as to avoid mass unemployment among civil servants. 

There was a consensus that, as Prime Minister Shinzo Abe has said, it is important to 
eliminate the mediation of jobs for retiring officials, considered intrusive by the general 
public. CEFP members also concurred that the civil servant system must be redesigned 
in such a way as to foster strong morale among civil servants. In addition to this, it was 
agreed that civil servant system reform as a whole must be discussed as a package and 
that the system must be made transparent and effective. 

The key point of reform is thus whether or not job mediation, currently conducted by 
each ministry, should be handled exclusively by the proposed human resources agency. 
One CEFP member expressed opposition to such exclusive handling by way of the 
following argument: 

The provision of pension benefits begins at the age of 65, creating a gap after 
retirement at the mandatory retirement age of 60. Therefore, the issue of job 



mediation must be discussed within the reform package, with the change of the 


mandatory retirement age from 60 to 65. 

If job mediation by ministries is banned outright, some civil servants may begin at 

age 45-50 to look for post-retirement jobs by taking advantage of their authority. 


That could mean that an erosion of morale with civil servants distracted them from 

their jobs. 

If the public service is redesigned based on the assumption that human beings are 

inherently dishonest, it may be difficult to recruit competent talent. 


To this, an expert member responded as follows: 
If job mediation is to be conducted in an unintrusive fashion, why should not the 
task of mediation be allocated to the human resources agency? 
If ministerial involvement is necessary in order to fully explain the civil servants’ 
abilities, the ministries can submit proper letters of recommendation. 
Insisting that ministries conduct job mediation at any cost would prompt people to 
suspect that ministerial special interests may be involved. 
The supposition that a total ban on job mediation by ministries might cause civil 
servants to start looking for post-retirement jobs by taking advantage of their 
authority at the ages of 45-50 appears to be rather closer to the view of human 
beings as inherently dishonest. 

The following argument was also made. 
Enhancing professionalism is important for civil servants. However, the current 
system of post-retirement job mediation takes little account of professionalism, and 
instead allocates jobs on the basis of the posts in which retiring officials serve at the 
end of their careers. Both Mr. Watanabe and the expert members have proposed that 
appointments of a certain proportion of senior civil servant posts be made based on 
solicited applications. However, the purpose of this proposal is not to utilize outside 
talent but to appoint the persons with expertise best suited to specific posts, and this 
proposal does not assume that the civil servants in the ministry are the problem. 

The Prime Minister made the following point. 
I have been saying that we must eradicate intrusive job mediation. Mediation that 
appears to the public as intrusive must be completely eliminated. 
I understand that there are a variety of opinions in regards to this issue, but it is 
necessary, as part of a comprehensive reform package, to abolish ministerial job 



mediation and allocate mediation functions solely to the new human resources


agency, which must be made a well-functioning entity. 

I would like Mr. Watanabe to work on legislation in this direction, and to provide


full explanations concerning this issue. 


Concerning social security reform, there were two major points of debate at the 
meeting. One was a need to formulate a program to correct the high-cost structure of the 
social security system, and the other was the view that the drugs and medical equipment 
businesses should be treated as a major growth sector under the government's growth 
strategy. 

Temporary member Hakuo Yanagisawa (Minister of Health, Labor and Welfare) 
presented a very positive concept called an "IT grand design" for the social security 
system as a whole. There were also proposals to entirely replace health insurance 
certificates with individualized cards and to devote efforts to fostering the drugs and 
medical equipment businesses as a strategic sector. Later, the expert members explained 
their proposals based on their papers. 

Mr. Yanagisawa stated his opposition to a proposal by the expert members to introduce 
direct examination of medical bills by insurance buyers. Pointing out that an 
examination agency currently functions as an arbitrator between hospitals and insurance 
buyers, he warned that direct examination that does not involve the examination agency 
could undermine the existing balance. 

In response, the expert members contended that with regard to bills, the party that pays 
the money should have the primary right to examination. According to the expert 
members, the current examination fee of 100 yen or more per bill is too high, and the 
Social Insurance Medical Fee Payment Fund appears to have a monopoly over the 
examination of medical bills. Among other points made were that active utilization of IT 
is vital and that numerical targets are necessary. With regard to the serious problem of 
the doctor shortage in the fields of pediatrics, obstetrics and gynecology, an issue that 
has been frequently discussed in the Diet, there was a suggestion that it may be 
desirable to change the medical fee system and to increase the number of students in 
university medical schools. In addition, it was pointed out that the Japanese system does 
not distinguish between novice and experienced doctors and that this situation may be 
problematic. 



The most notable difference between remarks by Mr. Yanagisawa and the expert 
members’ proposals is whether or not numerical targets should be set for the high-cost 
structure correction program and whether or not a third-party organization to verify the 
implementation of the program should be established. Mr. Yanagisawa made the 
following remarks with regard to these points. 

From our standpoint as persons engaged in actual operations, it is difficult to set 
numerical targets, and so I would like to recommend that the CEFP show a reference 
index. I understand the merits of a third-party organization as a concept, but there is 
already a Central Social Insurance Medical Council under the Ministry of Health, 
Labor, and Welfare, which comprises members in a neutral position, and the 
verification functions can be assigned to this council. 
With regard to a proposal to introduce direct examination of medical bills, I doubt 
the wisdom of such a measure, as confusion would ensue if disputes arise over 
matters settled as a result of the direct examination. 
Concerning the allegation that all doctors are treated without distinction regardless 
of their level , the problem remains how to reconcile this situation with Japan’s 
system of “public health insurance for all people.” 

There was a consensus on the importance of the development of drugs and medical 
equipment. Even if certain technologies are developed in Japan early, clinical trials and 
the approval process require considerable time. The Prime Minister urged the CEFP to 
determine why a solution has not yet been achieved despite the exhaustive deliberation 
on the issue and to tackle the issue in a focused fashion. 

In addition, the Prime Minister made the following points. 
As correcting the high-cost structure is very important, the CEFP should draw up a 
correction program that includes numerical targets and lists specific items. 
Temporary Member Mr. Yanagisawa pledged to formulate proposals concerning 
drugs and medical equipment by around April, and I hope that a well-thought-out 
strategy will emerge. 

I would like to elaborate on one other point. The expert members outlined several 
examples of estimates of the fiscal effects that would be gained from the achievement of 
numerical targets. 



According to their estimates concerning a review of the personnel cost structure at 
public hospitals, if the ratio of personnel costs-to-total medical operation revenues 
were to be reduced from the current 54.5% to 52.1%, the same ratio as that for 
ordinary medical corporations, cost savings of 140 billion yen would be achieved. 
Meanwhile, if the share of generic drugs among all drugs used in Japan in terms of 
volume were to be raised from the current level of around 16-17% to 40%, a level 
similar to that in Germany, medical fees would be reduced by 880 billion yen, 
assuming that the prices of generic drugs are half of those of standard patented 
drugs. 

Differences exist between the proposals made by the expert members and those 
forwarded by Mr. Yanagisawa with regard to certain items, including numerical targets, 
target years and the establishment of the third-party organization for verifying the 
implementation of the program. Concerning these items, the Ministry of Health, Labor 
and Welfare and the Cabinet Office, as well as the CEFP, will work on the details, and 
the CEFP will conduct deliberations on the high-cost structure correction program. With 
regard to the idea of focusing on the drugs and medical equipment businesses as a 
growth sector, the CEFP will initiate debates after the draft proposals have been 
presented by the Ministry of Health, Labor and Welfare in April. 

(End) 


