
Provisional Translation 

Minister’s Summary by Minister Ota 
8th Meeting (April 17, 2007) 
(1) Productivity-Boosting Program (provisional title): Part 1 (Strategy for 
expanding growth frontier) 
(2) On reforms addressing globalization (financial and capital markets) 

Hiroko Ota here. Today, the Council on Economic and Fiscal Policy (CEFP) held its 8th 
meeting of the year and discussed the strategy for expanding growth frontier under the 
Productivity-Boosting Program and reforms addressing globalization (financial and 
capital markets). 

The Productivity-Boosting Program features three pillars -- strategies for raising the 
level of growth potential, for service innovation and for expanding growth frontier. 
Today, we deliberated on the strategy for expanding growth frontier. The strategy for 
service innovation will be discussed at the next CEFP meeting. 

Expert members first explained the general picture of the Productivity-Boosting 
Program. The key points of the program call for eliminating impediments to the 
realization of growth potential and implementing a bold reform of the supply side from 
the perspective of consumers or users. This means reviewing Japan's growth potential 
from the three perspectives -- "basic capacity," "efficiency" and "creativity." 

After the general explanations, there was a presentation about the preparation of the 
strategy for expanding growth frontier. It has three pillars -- policy innovation, reform 
of undergraduate and graduate schools, and accelerating a shift "from savings to 
investment." First, we discussed reform of undergraduate and graduate schools. 

Temporary member Bunmei Ibuki (Minister of Education, Culture, Sports, Science and 
Technology) made the following statements: 

Regarding the allocation of administrative expense subsidies, we do not adopt a 
view that only R&D is efficient from the aspect of economic growth. We should 
use such subsidies for excellent education and research in all academic areas. 
For example, Roman history, Chinese history, the origin of the United States 
and the like should be understood for diplomatic negotiations. This is very 
important for the state. It is not that physical R&D alone can lead to economic 
growth. 



Member Koji Omi (Minister of Finance) stated that it is essential to include in 
discussions on "reform" private universities, although they tend to focus on national 
universities. 

Other main discussions were as follows: 
As far as Mr. Ibuki’s statement is concerned, the expert members do not limit 
economic growth factors to R&D alone. They agree that history and diplomacy 
are also important. They are proposing based on a view that a wide range of 
factors can lead to economic growth. 
Their proposal is not necessarily new. It is covered by the Toyama Plan that Ms. 
Toyama, then Minister of Education, Culture, Sports, Science and Technology, 
submitted in 2001. Restructuring and integration of national universities, as 
written in the plan, should boldly be implemented. To this end, we should put 
goals and timetables into the “Basic Policies 2007”. 

In response, Mr. Ibuki made the following rebuttal: 
I personally agree that goals should be set before consideration of how to 
allocate subsidies. 
If the Ministry of Education, Culture, Sports, Science and Technology takes 
leadership in realigning universities, however, this can amount to intervention 
in a planned economy. 

In response, an expert member made the following remark: 
It is unreasonable to view the Ministry of Education, Culture, Sports, Science 
and Technology intervention as indicating a planned economy. The competition 
policy is a respectable policy. For example, the Japan Association of National 
Universities regulates national university entrance examination dates, 
preventing these dates from being dispersed. Correcting this point may be a 
good competition policy. 

Mr. Ibuki also stated that stimulating competition between universities would require 
measures such as expansion of a tax deduction system for contributions, for example. 

The following remarks were made on the policy innovation and the acceleration of a 
shift "from savings to investment:" 



The U.S. SBIR (Small Business Innovation Research) features the first, second 
and third phases. Enterprises that have cleared the first phase are given 
assistance for the second phase or the demonstration phase. Those that have 
cleared the second phase are given subsidies for the commercialization phase. 
The expert members have proposed to expand the SBIR and set aside a certain 
portion of each ministry's R&D budget for the expanded SBIR. In response, a 
member stated that setting aside any certain portion of an R&D budget may 
lead to a rigid system. 
The angel tax system is important. In this respect, carryover of excess 
investment loss as well as the range of income categories to offset losses 
should be expanded. 

I made the following summary: 
Discussions on the university reform have been going on not only at the CEFP 
but also at the Education Rebuilding Council, the Innovation 25 Strategy 
Council and the Council for Science and Technology Policy. We would like to 
cooperate with these councils in compiling a reform program toward the "Basic 
Policies 2007." 
No objection was raised to the program's basic concept and gist. We would like 
to consider the program further for its compilation on April 25. 
I would like to ask Mr. Omi to consider the SBIR, the angel tax system and the 
tax deduction system for contributions as discussed by Mr. Ibuki. 

The Prime Minister made the following remarks: 
I have already requested that an ambitious university reform proposal be 
included in the “Basic Policies 2007”. 
There are multiple government councils addressing the university reform and 
they should consult with each other. Among them, the Education Rebuilding 
Council should take leadership in compiling the university reform proposal for 
inclusion in the “Basic Policies 2007”. 

On reforms addressing globalization (financial and capital markets), the expert members 
made a proposal regarding a productivity-related portion of the first report that the 
Expert Committee on Reforms Addressing Globalization will compile in a few days. It 
has three major topics; enhancing competitiveness of exchanges, reforming barriers 
between banks and securities firms, and enhancing functions of judges, market 



surveillance system. 

Member Akira Amari (Minister of Economy, Trade and Industry) made a presentation 
in line with materials and made the following rebuttal to a comprehensive exchange 
proposal: 

Crude oil, gold, platinum and other commodities futures are not only subject to 
asset management but also comprise a key industrial infrastructure supporting 
the natural resources and energy strategy. Commodity futures markets must be 
designed as linked to actual demand markets. They are different from securities 
exchanges. 

Taku Yamamoto (Senior Vice Minister of Agriculture, Forestry and Fisheries) said it 
would be good to deepen markets for farm products left out from government 
intervention. But he said products subject to production adjustment should not be listed 
on any exchange. 

The key points of discussions on this matter follow: 
When discussing financial and capital markets, we should acknowledge the 
speed of global changes. The speed is now accelerating. Japan carried out a Big 
Bang reform in the second half of the 1990s. But no sufficient reform has been 
made since then. Gaps between Japanese and overseas markets have been 
widening. A single reform is not sufficient. Japan must get used to reviewing 
the system always and making innovative changes. Recent financial and capital 
markets feature cross-market arbitrage transactions of value and risk that 
encompass not only money but also commodities and emission credits. We 
should acknowledge the changes and design the system. 
As Japan imports many products, commodity futures should be combined with 
other financial products instead of being independent. 
Commodity futures markets are different from securities markets. They should 
not be considered nominally together. The reason why Japan's securities 
exchanges, and financial and capital markets have lagged behind is that they 
have failed to use English. 
There was an opinion that commodity futures exchanges are important as 
industrial infrastructure. But the number of products traded on the Tokyo Stock 
Exchange is very small. Its product lineup is extremely poor. Unless we 
develop comprehensive exchanges from a perspective that differs from 



industrial infrastructure, Japan would be left behind in global progress. 
Commodities can be incorporated into Exchange Traded Funds (ETF), but 
combining commodities with securities may produce problems. 
At present, commodity exchanges have failed to work well. There is an 
opposing opinion that incorporating commodities into ETF is not good, as 
speculative money will flow into key industrial infrastructure. Instead, it is 
present commodity exchanges that feature more speculative transactions. 
Tougher regulations on speculative trading have worked to reduce transactions 
on such exchanges. An increase in market participants should be a very 
important risk-hedging means. 
Senior Vice Minister Yamamoto said futures contracts on products subject to 
production adjustment should not be listed on exchanges. In the case of rice, 
however, rice futures listed after sowing may hedge weather risks. 

I made the following summary: 
There were various rebuttals to the proposal. But participants were in 
agreement that Japan's financial and capital markets should not be left as they 
are at present. 
We would like to continue discussions on comprehensive exchanges. 
On reforming barriers between banks and securities firms, I would like to ask 
temporary member Yuji Yamamoto (Minister for Financial Services) to 
expedite deliberations at the Financial System Council. Mr.Yamamoto 
accepted the request. 
I would request that an increase in civil penalty and other issues be considered 
for implementation early next year. Mr. Yamamoto said he was willing to do 
so. 

The Prime Minister made the following remarks: 
Financial and capital markets are the base for all industries and the economy. 
Therefore, their reform is indispensable. In order to make Japan an 
international financial center like London or New York, I would like to ask Mr. 
Yamamoto to take leadership in considering specific proposals including the 
"plan for enhancing competitiveness of exchanges" so that the “Basic Policies 
2007” could give general directions of the reform. 

(End) 


