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ARTICLES:
(1)  Kasumigaseki shakes over personnel changes 

NIHON KEIZAI  (Page 2)  (Excerpts)

July 17, 2002

For bureaucrats, personnel changes are the highest concern.  The central government office district of Kasumigaseki is now shaking over personnel change matters.  Prime Minister Koizumi intends to review the practice of encouraging senior bureaucrats to retire before reaching retirement age.  It has now become certain that Foreign Minister Yoriko Kawaguchi will, backed by the Prime Minister's Official Residence, push through her plan to appoint a senior official of the Ministry of Economy, Trade and Industry (METI) to head a Foreign Ministry bureau.  Foreign Ministry bureaucrats are unhappy with Kawaguchi's plan and their opposition is becoming stronger.

Prime minister intends to review early retirement practice; Bureaucrats band together against plan


At the Prime Minister's Official Residence on July 16, Deputy Chief Cabinet Secretary Teijiro Furukawa clearly told the persons in charge of administrative reform promotion work in the Ministry of Public Management, Home Affairs, Posts and Telecommunications, the Finance Ministry, and the National Personnel Authority:  "We would like to review the practice of encouraging early retirement."


The average retirement age for senior bureaucrats is 53 or 54 years.  It is the custom for senior bureaucrats who strayed off the course to becoming administrative vice minister to retire before they reach the retirement age of 60.  They usually become amakudari (i.e. "descend from heaven" into executive positions in special public corporations and private companies).  


The Finance Ministry has already decided to retain Vice Minister Toshiro Muto, who was supposed to voluntarily retire this summer.  He will be the first administrative vice minister to serve in the post for three years in the postwar period.  But since it has been revealed that the Prime Minister's Official Residence is targeting not only the Finance Ministry but also the remaining ministries and agencies, central government offices, which follow sectionalism, have started to strongly react against such an idea.  


Hiking the retiring age urges drastic reform of the personnel change system of the pyramidal bureaucratic system, which is headed by an administrative vice minister.


Opposition by junior bureaucrats is stronger [than senior officials].  They are concerned about a possible delay in promotions as well as a decrease in amakudari posts.  


Senior bureaucrats, however, think that such an idea fits the needs of the times and that it is only natural to review the practice.  A senior public management ministry official said, "Should we consider ways to raise the retirement age, we will find soft a landing."  His saying can be taken to mean that bureaucrats are waiting for the passing of the Koizumi typhoon.

Administrative Minister Nobuteru Ishihara said on the 16th:  "We are looking at the possibility of adopting a first track system.  If possible, this would encourage junior bureaucrats."  But a proverb of the political world says that one who was promoted by selection takes it for granted that one was promoted.

Prime Minister's Official Residence respects foreign minister's idea of picking METI official to head Foreign Ministry bureau; Foreign Ministry officials rescind opposition 


Foreign Minister Kawaguchi's idea of appointing a senior METI bureaucrat as director general of her ministry's Economic Cooperation Bureau created a commotion in the government and ruling camp on the 16th.  In the Prime Minister's Office, which gives final approval to appointments of bureau director generals and higher ranks, many of the prime minister's aides expressed their understanding for Kawaguchi's plan.  Therefore, strong opposition against the plan is now withering in the Foreign Ministry.  


Prime Minister Koizumi told reporters:

"The foreign minister has been seriously working on reform of the ministry.  So I have left the matter in her hands."

Chief Cabinet Secretary Fukuda also stated in a press conference:  "In general, there should be more personnel exchanges."

Yukio Okamoto, advisor to the Cabinet, who served once for the Foreign Ministry, stated in a meeting of the Upper House Committee on Foreign Affairs and Defense:  "It is a pillar of reform of the ministry to appoint officials from other ministries to serve in the ministry.  I welcome that the ministry picks appropriate candidates."


Toshimitsu Mogi, chairman of the Liberal Democratic Party's Subcommittee on Foreign Ministry Reform, which has proposed reviewing ODA programs, called on Kawaguchi at her office in the Foreign Ministry to encourage her and ask her to implement official development assistance (ODA) programs.  


Following the views of the government and the ruling LDP, senior ministry bureaucrats, who tried to thwart Kawaguchi's play by threatening to resign, backed down on their threats.


They are still concerned that they may lose the initiative in ODA projects and that the armament to dismantle the Foreign Ministry may be strengthened. 

(02071705kn)

(2)  Foreign Ministry to create assistant vice minister post in charge of ministry reform

NIHON KEIZAI  (Page 2)  (Full)

July 17, 2002


The Foreign Ministry decided on July 16 to create an assistant vice minister post [shingikan] at the Minister's Secretariat to handle ministry reform.  Foreign Minister Yoriko Kawaguchi will appoint the assistant vice minister as early as August based on a final report to be compiled on June 22 by the foreign minister's advisory panel, the "Council to Change the Ministry" (headed by Orix Corp. President Yoshihiko Miyauchi), which is now working on specific measures to reform the ministry.  The new assistant vice minister will come up with a drastic reform plan for fiscal 2004, centering on reorganizing the ministry.


Giving consideration to the Liberal Democratic Party's Subcommittee on Reform of the Foreign Ministry, which has called for abolishing the Treaties Bureau, Foreign Minister Kawaguchi intends to even consider closing the Treaties Bureau.  The panel is also expected to work on such issues as: (1) the breaking off of the Economic Cooperation Bureau from the Foreign Ministry, (2) the raising of the status of the Consular and Migration Affairs Department to a bureau, and (3) the splitting of the Asian and Oceanian Bureau into a Northeast Asian Affairs Bureau and a Southwest Asian Affairs Bureau.

(02071704kn)

(3)  Private-sector members of Council on Economic and Fiscal Policy to propose tax breaks financed by spending cuts; Opinion paper on budget appropriation requests to be submitted today; Corporate burden to be reduced

NIHON KEIZAI  (Page 5)  (Full)

July 17, 2002


The government's Council on Economic and Fiscal Policy (CEFP) (chaired by Prime Minister Junichiro Koizumi) will today launch efforts to draft fiscal 2003 budget-preparation rules.  The government intends to in effect put a cap on expenditures at or below this year's level.  The ruling camp is strongly criticizing the target set by the government, the argument being that it could dampen (the nascent recovery) of the economy.  In the meantime, it was learned that private-sector members of the CEFP are geared up to seek the simultaneous implementation of a substantial cut in spending and tax breaks.  A tug-of-war over budget compilation has thus shifted into high gear.  


A draft opinion report regarding the formulation of fiscal 2003 budget appropriation requests, which private-sector members of the CEFP are expected to present at today's panel meeting, has been unveiled.  The draft specifically mentions that general expenditures should eventually be brought down to a level well below this year's level.   It also clarifies a policy line of using funds squeezed out through a cut in expenditures as fiscal resources to implement tax cuts in areas where such cuts are likely to take full effects.  Cuts in the rates of corporate taxes would be one option for that.  


The opinion report will be submitted under the joint names of four private-sector members, including Jiro Ushio, chairman of Ushio Inc.  As highest priority on the agenda in managing the economy and national finances, the report cites economic revitalization and fiscal overhaul through strengthened fiscal disciplines.  As a general framework in compiling the fiscal 2003 budget, the report includes a policy line of extensively trimming policy-related general expenditures from this year's level of 47.5 trillion yen.  The panel will come up with a stance of speeding up efforts to bring about more efficient general expenditures by facilitating various systemic reforms, including reform of administrative and fiscal procedures by local governments.  


As a master card for economic revitalization, the draft specifically mentions the implementation of tax cuts financed by spending cuts.  As specific items for this purpose, the report includes: (1) reducing the tax burden of companies through a cut in the corporate tax and tax incentives aimed at promoting R&D activities and investment in information technology (IT) areas; (2) bringing about smooth lifetime gifting by combining the inheritance and gift taxes; and (3) promoting securities investment through simplified income taxes related to financial transactions.  


For budgetary sources to finance the proposed tax cuts, the panel will propose using funds squeezed out through spending cuts, an increase in tax revenues through expansion of taxable areas and the results of administrative reform.  The idea is to elicit vitality from the private sector through deregulation as well as heightened efficiency in general expenditures and reform of the tax system.  Policy cooperation with the Bank of Japan aimed at ending deflation and strengthening the financial system through the promotion of mergers of regional banks are included as themes to be considered.  


State Minister in charge of Economic and Fiscal Policy Heizo Takenaka yesterday afternoon met with Prime Minister Junichiro Koizumi at the prime minister's residential office.  The two discussed how the CEFP should be managed in the future.  After the meeting, State Minister Takenaka told reporters, "The CEFP will give its views regarding the compilation of the budget.  It will also hear opinions from the prime minister."  He thus indicated the panel's policy line of entering discussion of the compilation of the budget starting on the 17th.  The panel will hold intensive deliberations in late August to hear proposals for materializing reform plans and budget requests from each cabinet minister.  

(02071704yk)

(4)  Defense Agency begins informal talks for letting SDF officer command UNDOF foreign unit on Golan Heights

ASAHI  (Page 1)  (Full)

July 13, 2002


The Defense Agency has started informal talks with the United Nations and other countries for making a Self-Defense Force (SDF) officer either logistics staff chief or commander of a battalion to command a supply unit in the United Nations Disengagement Observer Force (UNDOF) on the Golan Heights, an informed source has revealed.  In the case the officer became commander of a battalion, he would be the first SDF officer to command a foreign unit overseas.  Problems may arise from commanding a foreign unit with loose weapons-use rules.


The Defense Agency is also considering carrying out training on the Golan Heights with the aim of joining the main missions of a peacekeeping force (PKF) in accordance with the SDF Law, which was amended last year.


According to the informed source, Japan has sounded out Canada, the country that holds the post in question.  Defense Agency and Foreign Ministry officials are also scheduled to visit the UN Headquarters early next week.  In talks with the United Nations, they are expected to request a senior UNDOF post.


Monitoring the ceasefire between Israel and Syria is one of the main missions of UNDOF, a UN arm tasked to carry out peacekeeping operations (PKO).  UNDOF is staffed with about 1,200 personnel from such counties as Japan, Canada, Australia and Poland.  Since 1996, Japan has dispatched a total of 490 SDF personnel to UNDOF to engage in noncombatant logistics, such as transporting supplies.  At present, two SDF personnel are with the command center and 40 others are serving as supply personnel.


The logistics staff chief is one of the staff officers at the UNDOF headquarters.  He controls and commands the SDF and Canadian troops.


The SDF troops are allowed to fire only when their lives are put in danger.  In contrast, rules on weapons use by Canadian troops are less strict, according to the Defense Agency.  For instance, they are allowed to counterattack anyone who disrupted their mission with gunfire.  Some are wary of possible confusion under the command of the SDF officer.


Armed with the PKO Cooperation Law that was amended last December, the Defense Agency is considering conducting training for joining PKF main missions, such as monitoring ceasefires, disarming and patrolling demilitarized zones after obtaining senior UNDOF posts.  The Defense Agency has steadily been making preparations for joining a PKF in the future.

(02071703st)

(5)  Agricultural structural reform: Trend is shifting; Local governments also pin hopes on corporations for entry into agricultural sector

NIHON KEIZAI  (Page 5)  (Excerpt)

July 17, 2002


The Ministry of Agriculture, Forestry and Fisheries (MAFF) has started reviewing the Agricultural Land Law as part of agricultural structural reform.  Although agricultural cooperatives are still strongly opposed to the government's plan to ease agricultural regulations for corporations, the tide is shifting, albeit slowly.


For instance, the Hokkaido chapter of the Japan Junior Chamber (JC) is looking for ways to revitalize the local economy with agriculture.  Hokkaido is fit for carrying out large-scale farming effectively with the cold climate repelling harmful insects and thus allowing the farmers to grow products with reduced agricultural chemicals.  With the help of corporate know-how, junior managers think farmers in Hokkaido can produce farm products that can counter those imported from other countries.


According to economic consultant Kato, who is also serving as a coordinator, a large number of corporations are eager to enter the agricultural sector.  The interest is especially strong among construction companies that can save initial investments because they already have construction machinery.


A decline in public works projects is also forcing them to look at agriculture.


In late June, MAFF started reviewing the Agricultural Land Law that has been blocking corporations' access to the farm industry.  The ministry plans to establish a study group of experts to produce a "report of contentious points" this fall.


In principle, the Agricultural Land Law does not allow non-farmers to possess agricultural land -- a rule established at the time of the farmland reform half a century ago.


The approach of opening the door for companies has repeatedly surfaced, but meeting with stiff resistance of agricultural cooperatives, the idea always quickly died down.


Despite the government's project to "fundamentally amend" the Agricultural Land Law in March last year, stock companies possessing agricultural land are still required to hold down non-agricultural shareholders' right to vote to one-fourth.


Agricultural organizations are again poised to oppose deregulation in the ongoing review.  They are arguing that opening the door for profit-oriented companies would cause confusion in farm areas that rest on a variety of cooperative relations.  A sense of fear of losing their footing as a "coordinator of farmers" is also looming over.

Nevertheless, with half a century being passed since the farmland reform, some changes began to appear.


For instance, local governments are becoming increasingly aware of the need to infuse new "blood" into agriculture for revitalizing local areas.


In April MAFF invited ideas to create local structural reform zones.  As a result, the ministry received proposals for agricultural deregulation from 20 local governments in such prefectures as Hokkaido, Toyama, Hyogo and Shimane.


The political trend is also shifting.  For instance, a "second set of big-bone policies" adopted by the government in June categorically mentions the speedy implementation of agricultural structural reform and a review of the Agricultural Land Law.  Farm minister Takebe also expressed eagerness to push ahead with deregulation, commenting, "Anyone should be able to engage in agriculture."

(02071704st)

(6)  Editorial:  North Korea should respond to proposal for talks with sincerity

NIHON KEIZAI  (Page 2)  (Full)

July 17, 2002


Meeting in Seoul on July 13, Foreign Minister Yoriko Kawaguchi and South Korean Foreign Affairs and Trade Minister Han Seung Soo shared the view that Japan and South Korea should seek ways to bring about talks with North Korea in the Asian Regional Forum (ARF) meeting of the Association of Southeast Asian Nations (ASEAN) scheduled for later this month in Brunei.  We hope that the North Korean regime led by Kim Jung Il will make a sincere response to such an approach.


In the ARF ministerial meeting held in Hanoi last July, North Korea cancelled the planned dispatch of Foreign Minister Paek Nam Sun just before the meeting opened.  If the North took the same action for the coming meeting, hawkish members in the U.S. Bush administration would be stimulated and tensions on the Korean Peninsula, eventually driving itself into a tighter corner.


Foreign Minister Kawaguchi said to her South Korean counterpart: "I will do my best to bring about normalization talks between Japan and North Korea through dialogue."  The foreign minister reaffirmed there the task of realizing normalization talks by transcending such issues as alleged abductions of Japanese citizens by North Korean agents and national security.  Both foreign ministers' stress on the need for direct talks with North Korea in the upcoming ARF session stems from the fact that the situation on the Korean Peninsula is now at a crossroads.

South and North Korea held a summit meeting in June two years ago, but no progress has been made since then.  Late last month, a shootout took place between their patrol boats on the Yellow Sea.  With only six months left in President Kim Dae Jung's term of office, an increasing number of persons in South Korea are now calling for reviewing the engagement (Sunshine) policy.  The Bush administration has expressed its displeasure at North Korea's negative response to its call for talks and cancelled the dispatch of a special envoy planned for this month.

Prior to the provision of two light water reactors to North Korea based on the U.S.-North Korea agreement reached in 1994, the U.S. has urged the North to allow a nuclear inspection by the International Atomic Energy Agency (IAEA); the North has declined the request.  Should the investigation take place by the year's end, the bilateral agreement would be scrapped and tensions on the Korean Peninsula might grow more serious.  If North Korea refuses to hold talks with Japan and South Korea at ARF, such a possibility will unavoidably become strong.

In such a case, North Korea, which is in financial trouble, will be placed in dire straits.  Kim Jung Il has resorted to unexpected diplomatic approaches, shaking Japan, the U.S. and South Korea, but its cheap tricks have reached their limits.  It is now time for North Korea to respond to talks with the three nations with sincerity and buckle down to domestic reforms.

(02071706ys)

(7)  Editorial: Can Japan's spacecraft technology take off?

NIHON KEIZAI  (Page 2)  (Slightly abridged)

July 17, 2002


The first attempt by the National Aerospace Laboratory of Japan (NAL) to launch a prototype of a next-generation supersonic transport (SST) ended in failure in Australia.  The prototype -- developed by NAL at a cost of one billion yen -- separated moments after liftoff from a booster rocket that was supposed to have carried it to an altitude of 20,000 meters and fell to the ground near the launch site.


Research and development programs are always attended with failure.  Complete fiasco tends to be a stepping-stone to success in developing new technology.  Even so, the failure this time took place in the rudiments of the launch plan.


Under the plan, the plane was to accelerate to Mach 2 after separating from the rocket, but the launch test ended in failure with no flight data obtained to help the research.  The laboratory is urged to investigate the cause of the failure so that over one billion yen in experiment costs will not be wasted.

Japan has experienced successive troubles in developing spacecraft technology.  Following a series of failures in launching the H-2 series, [the Education, Culture, Sports, Science and Technology Ministry] has decided to totally entrust the development of the H-2A next-generation mainstay rocket to private firms with the aim of recovering Japan's international competitiveness under a rational, effective quality-control system.

Three institutes -- the National Space Development Agency of Japan (NASDA), the Institute of Space and Astronautical Science and the NAL -- have so far engaged in developing the nation's spacecraft technology.  The space-development budget had been on the increase against the backdrop of the long-cherished desire for reviving its spaceship industry, which was disbanded just after the end of World War II.

In this fiscal year's budget, however, the budget outlay for space development was slashed from a year ago for the first time, despite the increase in the science and technology budget.  The drop in the budget can be taken as a stepping-stone to integrating the three space institutes.  The aim of the integration is to resuscitate Japan's space-development industry, which is behind Western countries' and is in hot pursuit of China by avoiding duplication of work and investing in necessary areas on a priority basis.

In anticipation of a sharp increase in demand for flights between Asia and North America, Japan plans to develop by 2015 the SST that can travel between Tokyo and New York in only six hours, premised on joining international joint development with an eye on the SST plans of the United States and European countries.  But such a basic mistake as the separation of the plane from the rocket has posed doubt over the development plan itself, which has already been attached with reservations.

Unless full preparations are made before the three space institutes are integrated and the development plan is reviewed, the result will be in a three-cornered deadlock and the taking off of Japan's space development might become difficult.
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