
 

Provisional translation
 

Minister’s Summary by Minister Yosano  
2nd Meeting (January 16, 2009) 
(1)  ” The Medium- to Long-term Economic and Fiscal Policies and the Outlook for the 

Next Ten Years”  
(2)  The current financial and labor market situation 

  
Kaoru Yosano here. Today, the Council on Economic and Fiscal Policy (CEFP) held the 2nd meeting 

of the year.  

 

The first subject on the agenda was ”The Medium- to Long-term Economic and Fiscal Policies and 

the Outlook for the Next Ten Years,” and the CEFP returned the final report to the Prime Minister.  

 

” The Medium- to Long-term Economic and Fiscal Policies and the Outlook for the Next Ten Years” 

will be approved at a cabinet meeting on January 19.  

 

The following is a summary of comments from CEFP members:  

 

One member emphasized the importance of how to interpret the results of the trial calculation, 

pointing out that, first of all, a rise in the consumption tax rate would make no significant 

difference in growth rate, when viewed as a whole, until 2018. He added that, secondly, speaking of 

fiscal reconstruction, failure to raise the consumption tax rate would push further the government 

debt to GDP ratio sharply upward, and that, thirdly, failure to raise the tax rate would eliminate the 

possibility of functionally enhancing our social security systems. He concluded that the failure to 

raise the tax rate would do more harm than good. 

He also compared simulation results of a consumption tax hike all at once by 5% and of a gradual 

tax increase of 1% a year for a five-year period, pointing out that a sudden tax rate hike would 

destabilize the economy.  

Member Hatoyama (Minister of Internal Affairs and Communications) asked the Government to 

take into consideration, when it raises the tax rate in the future, the fact that local governments 
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actually contribute to two-fifths of the country’s total social security spending (In other words, 

central and local governments bear the social security cost by a ratio of 3:2.) though it is often said 

that central and local governments bear the social security cost by a ratio of 3:1. He asked for the 

Government’s special attention to how to allocate the tax revenue generated by a proposed 

consumption tax hike to central and local governments. 

Another member stated that the mid- to long-term growth rate is determined by three elements: the 

population growth, the rate of technical progress, and the degree of capital accumulation, and he 

added that budget deficits will, in general, bring down the growth of capital accumulation.  

 

The second subject on the agenda was the current financial and labor market situation.    

 

I proposed that, at the CEFP meeting every month, we should review our understanding of the 

current situation concerning employment issues and corporate funding difficulties and examine how 

responsible ministries have responded to these issues. CEFP members accepted my proposal.  

 

CEFP members made the following comments on the financial situation: 

 

One member pointed out that an increasing number of businesses are now overwhelmed by 

difficulties in making ends meets, and he asked for the Government’s immediate, full-fledged 

financial assistance measures. He cited a case where Japanese automakers are facing increasingly 

fierce competition from their foreign counterparts who have enjoyed extensive governmental 

support.  

Another member pointed out differences in policies between the U.S. Federal Reserve, which has 

purchased risky assets to produce credit ease, and the Bank of Japan, which has determined to 

undertake quantitative easing policy, and he added that in the United States, it is notable that the 

FRB frequently works hand-in-hand with the Department of Treasury. 

Temporary Member Masuzoe (Minister of Health, Labour and Welfare) pointed out the need of a 

cool and sufficient deliberation of employment systems. 

Still another member referred to the need of a system that improves quality of temporary workers, 

citing French vocational training programs jointly sponsored by management and labor for 

dispatched workers to obtain professional qualifications. Rising unemployment is now a problem 

common to industrialized countries, he added. He also predicted that the speed of employment 

adjustment this time will be four times greater than in the past. He expressed his concerns over the 

potential impact of the faster speed of employment adjustment on consumer spending, which 

traditionally remained relatively brisk and showed an annual growth of 1% a year or so even in an 

economic slump thanks to comparatively stable employment. 
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Another member highly appreciated Japanese-style corporate employment practices which underlie 

Japanese industry’s strength in terms of cost and quality, stating that Japan has achieved its 

competitiveness on the basis of a sense of togetherness between management and employees, which 

has been enhanced through on-the-job training and a family-like corporate atmosphere, and he 

pointed out the extreme difficulty of successfully combining international competitiveness and 

Japanese corporate practices. He hoped to maintain advantages of Japanese-style corporate practices. 

Still another member referred to an ongoing labor shortage in some sectors, pointing out the 

importance of matching job seekers and vacancies. He urged the need of spending budgets for 

sectors that will contribute to future growth. 

 

Prime Minister made the following statements: 

Speaking of ” The Medium- to Long-term Economic and Fiscal Policies and the Outlook for the 

Next Ten Years,” in the face of lingering and growing uncertainty due to the worldwide recession, it 

is a time for Japan as the world’s second largest economy to determinedly respond to current 

situations by, first of all, taking bold economic stimulative measures for the time being to avoid a 

double dip recession. Then, the Japanese government has to ensure fiscal responsibility over the 

medium term, and in the medium- to long term, it is necessary to foster growth industries. I am 

deeply grateful to those who drafted the “Economic and Fiscal Policies and the Outlook for the Next 

Ten Years” for clarifying details of the basic ideas above mentioned.  

Furthermore, in order to allow local public entities to start implementing employment creation 

immediately after the adoption of the national budget, appropriate ministries should work together to 

present a number of model projects, such as the quick-impact model presented today by expert 

members.   

 

At the end of the meeting, Prime Minister made the following statements: 

Employment conditions will deteriorate further for the period from January through March. While 

monetary measures taken at the end of 2008 have proved effective, I will continuously make an 

all-out effort toward the end of the fiscal year.  

(End) 


