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I. Basic approach

(1) Structural changes in the world economy and Japan’s industries

•  Looking at the environment in which Japan’s socioeconomy is positioned, the permeation
of market economy, crumbling trade barriers and a revolution in telecommunications and

transmissions are creating a globalized socioeconomy highly conducive to cross-border

corporate activities. In particular, the 1990s saw China and other East Asian nations gain

increasing economic presence, bringing about enormous change in industrial

competitiveness and trade structures among Japan, the United States and East Asia.

•  As companies and individuals begin to select countries in search of more efficient
business environments and Japanese companies boost their foreign production ratios,

domestic companies which have been forced to specialize in products where they have a

comparative advantage are now finding themselves in stiff competition with imports, a trend

which could lead to further hollowing-out. Japan’s companies need to be constantly working

to develop new corporate strategies and new technologies.

(2) Changes in domestic socioeconomic conditions

•  At the same time, Japan’s socioeconomy is having to confront enormous changes,
including global warming, waste and zero-waste issues, the growing prominence and

severity of urban living environment issues, and a steadily graying society. These issues

have the potential to constrain the progress of the domestic socioeconomy; conversely,

depending on how they are approached, they could well become growth factors creating

new markets.

(3) Demand for a new socioeconomic system

•  However, Japan’s socioeconomic system lacks the ability at both the private and public
level to respond flexibly to such dramatic change, while the necessary frameworks are not in

place to quickly position personnel, capital and other economic resources to meet new

social needs and the challenge of sustained development. To maximize the potential of the

Japanese socioeconomy, an environment needs to be created which will inspire innovations

in technology, business and elsewhere, stimulating demand (consumption) and producing a

constant outpouring of new economic value.

(4) Economic structural reform efforts

•  Japan’s commitment to economic structural reform has produced steady results in some
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areas, such as the progress made with corporate reorganization. However, the kind of self-

sustaining growth whereby private-sector initiative creates new markets and industries and

prompts the steady expansion of personal consumption and investment in the future has yet

to be achieved.

•  Such self-sustained growth has been obstructed by the recent opacity of Japan’s
economic situation and delayed resolution of the bad debt issue, fostering an undercurrent

of corporate and individual unease over the future and constrained economic activities in

terms of both supply and demand. The harsh local employment situation has only served to

boost that unease.

•  The government needs to respond to the situation by laying out a clear course for Japan’s
socioeconomy both at home and abroad, advancing structural reform of economic, fiscal

and social security systems, and restoring the faith of the Japanese people in the future.

•  To this end, METI will undertake the following:
(a) To empower the people of Japan to challenge the future, boost Japan’s industrial

competitiveness, and maximize the potential of the Japanese socioeconomy, METI will

advance forward-looking structural reforms. More specifically, by working to identify

innovation and demand (consumption), METI will create new markets, industries and jobs,

constantly introducing new measures to power forward the self-sustaining shift of human

and capital resources to growth sectors with high productivity and strong social and

consumer needs, as well as developing the necessary safety nets for SMEs, employment,

etc.

(b) In promoting structural reform, mechanisms will be developed whereby energy,

environmental and other issues confronting society will be resolved not as constraints but

rather as new growth factors, aiming simultaneously to give a further boost to standards of

living.

(c) Further, as the world economy becomes increasingly global, domestic structural reform

will be fused with external efforts as METI strategically addresses the development of

international rules in a form which takes advantage of the strengths of the Japanese

economy.

(d) In terms of administrative reform too, METI has worked actively over the years to ensure

policy transparency and accountability by, for example, introducing a public comment

system, disclosing information, and creating a no-action letter system. Thorough reviews will

now be undertaken from the perspective of rationality and need, including reform of special
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public corporations and public corporations.

II. Future economic and industrial policy priorities

(1) Forward-looking structural reform toward the creation of new markets, industries and

jobs

•  To break Japan free of its current stringent economic circumstances, boost industrial
competitiveness and achieve sustained growth over the medium term, new growth

mechanisms have to be built for both supply and demand to ensure the ongoing emergence

of new growth industries in which productivity and demand will expand quickly, as well as

new products and services, shifting economic resources such as labor and capital to growth

sectors.

•  More specifically:
(a) On the supply side, innovation using the functions of universities, etc., and wide-ranging

business establishment will be promoted and moves around the country to establish new

business and new industries accelerated, encouraging start-ups and new business

directions; and

(b) On the demand side, the new social and consumer needs resulting from changes in the

socioeconomy, including environmental and energy issues, the IT revolution and the urban

living environment, must be highlighted for the potential demand (consumption) which they

create, stimulating private-sector consumption and investment and creating new markets,

industries and employment as part of a virtuous circle of innovation and demand.

(Note: “Innovation” here includes not only technological innovation, but also the construction

of new business models and management and other business innovations.)

•  To power forward structural reform under the current economic conditions, METI will
therefore undertake as soon as possible forward-looking structural reforms which will link

directly to the creation of new markets, industries and employment, thereby preventing the

constriction of private-sector economic activities amid growing deflationary pressure. In

doing so, a carefully tailored response will also be made to the bad debt issue and the

ground laid for forward-looking structural reform by fostering dynamic SMEs and setting in

place various types of safety nets to enable individuals and SMEs to take up market

challenges.
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•  METI will also encourage market participation by a wide range of players, including
consumers and NPOs.

(1) Promoting technological innovation and new business development

(a) Developing an environment conducive to the emergence and utilization of technological

innovation  Reform of innovation systems

The foundations for innovation will be set in place by stimulating private-sector-led R&D

activities and promoting university-launched joint ventures, R&D investment will be

channeled into priority areas, and appropriate protection will be provided for intellectual

property rights. These steps will spur dynamic technological innovation from academia,

industry and government, and will also link to the creation of new industries and markets.

(i) Promoting innovation

- Support for private-sector R&D

•  To maintain their competitiveness, domestic companies need to be producing a constant
stream of new technology, to which end encouraging more intensive R&D activities directed

at ensuring the very survival of industry will be more important than ever.

•  Competitive capital will therefore be significantly expanded with priority on R&D at (1) the
basic and ground-laying stage and (2) the empirical stage directed at commercialization.

Consideration will also be given to means of utilizing the technological development budget

over a number of years.
¤ Significant expansion of competitive capital (research subsidies based on open proposal applications)

[¥29.8 billion * � ¥51.9 billion (¥34 billion special request)

¤ Subsidies for private-sector R&D oriented toward commercialization

[¥4.8 billion � ¥7.6 billion (¥3 billion special request)

¤ Subsidies for industrial applied research by young researchers [¥4.3 billion � ¥5.7 billion]

- Promotion of industry-academia-government collaboration through the “1000 University-

Launched Ventures Plan”, etc.

•  Stronger collaboration among industry, academia and government will be used to stimulate
research in universities and government research institutions and to facilitate the transfer of

the resulting technology to industry to ensure a steady stream of innovations.

•  University evaluations and information disclosure will therefore be encouraged,
organizational reshuffling made more flexible and the principle of competition otherwise

enforced toward creating universities of the highest standard in the world, aiming to boost
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the number of university-initiated patent acquisitions 15 times over 10 years and the number

of cases of university-initiated patent implementations 10 times over five years. Systemic

reforms will also be pushed through immediately, including elimination of the ceiling on

invention compensation.

•  Next, to create 1000 “university-launched ventures” over the next three years, METI will
work to facilitate the participation of university personnel in university-initiated venture and

incubator projects and expand expert dispatches to these, as well as designing measures to

promote the effective utilization of university research facilities. Comprehensive support

measures will also be created for these projects, including development of incubator

facilities for fostering university-initiated ventures. Promotion of the establishment of funds

for university-initiated ventures.
¤ 1000 University-Launched Ventures Plan

[¥32.4 billion* --> ¥62.9 billion (¥42 billion special request)]

¤ Support for commercialization R&D based on industry-academia-government collaboration using

university research results [¥3.7 billion (special request (new))

¤ Support for establishing university-launched ventures on a business basis through incubator institutions

[¥500 million {special request (new)}

•  Industry-academia-government Summits will be held around Japan within the year, with
support expanded for the smooth transfer of university research results to industry.

•  Technological development utilizing local characteristics will be promoted (see p. 10).

-  Strategic R&D investment

•  To transform Japan into a science and technology-based nation with the world’s highest
standards in these areas, boost industrial competitiveness, stimulate the economy, and

protect the global environment, R&D investment will be strategically channeled into four

areas: (1) life science; (2) information communications; (3) the environment; and (4)

nanotechnology and materials.

•  Integrated management of the above investment will be ensured through a program which
lays out concrete technological development goals and the specific course whereby R&D

results will be taken to market. Further, rigorous technological evaluations will be undertaken

to ensure effective, efficient R&D investment with clear targets established toward the

creation of new industries. In this context, consideration will be given to optimal R&D set-ups,

including industry-academia-government consortia.

¤ Promotion of R&D programs in four priority areas



9

(¥76 billion* � ¥136.2 billion (¥63.9 billion special request))

(1) Life science (¥16.1 billion � ¥20.9 billion (¥7.4 billion special request))

(2) Information communications (¥20.4 billion � ¥37.8 billion (¥19.5 billion special request))

(3) Environment (¥32.6 billion* � ¥64 billion (¥34.2 billion special request))

(4) Nanotechnology and materials (¥6.9 billion � ¥13.5 billion (¥34.2 billion special request))

(ii) Protection and utilization of intellectual property rights (IPR)

•  METI will strengthen efforts to protect IPR with a view to boosting Japan’s industrial
competitiveness and promote the use of intellectual property by ventures and SMEs.

•  Amendments will be made to patent and trademark laws to clarify the protection of patent
and trademark rights relating to computer programs distributed through networks, etc.

•  The Patent Attorney Law will be amended to grant power of attorney to patent lawyers for
trespass relating to patent rights, etc.

•  Responses will be strengthened to injury caused by offshore counterfeiting of Japanese
companies’ products.

•  A patent distribution market will be developed to enable ventures, SMEs, etc., to use open
patents, and the dispatch of patent lawyers and bengoshi (Japanese lawyers) to SMEs will

be expanded.

(iii) Development of standards and conformance and intellectual infrastructure

•  METI will respond actively to harmonization with international standards based on sector-
specific standardization strategies in 27 areas.

¤ Promotion of empirical research toward submission of international standards proposals on, for example,

information security technology

(¥1.4 billion � ¥1.8 billion (¥1.5 billion special request))

•  Intellectual infrastructure will be developed such as research materials (biogenetic
resources, etc.), measurement criteria, and measurement, analysis, experiment and

evaluation modalities to bring Japanese standards on to a par with the US by 2010.

¤ Promotion of research to develop measurement criteria for nano-level measurement and collection of

biogenetic resources

(¥13.2 billion* � ¥14.2 billion (¥4.6 billion special request))

(b) Supporting diverse and wide-ranging businesses start-ups (double the number of start-
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ups in five years)

Double new businesses

Comprehensive support measures will be developed to achieve the goals of doubling the

number of start-ups in five years, moving from the stage of incentive- and capacity-building

through to the realization of business plans and the actual implementation of these, fund

procurement included.

•  More specifically, support will be expanded for human resource development through
start-up schools and seminars and internships, the commercialization of technology toward

business start-ups, and the creation and implementation of business plans. The start-up

financing system will also be improved to allow inspection of business plans rather than

mortgages, and accordingly swift financing.

•  “Soft” responses will also be strengthened, including the fostering and deployment of
incubation managers.
¤ Start-up support (¥2.8 billion* � ¥7.8 billion (¥5.2 billion special request))

- Support for start-up schools and seminars, internships and other means of human resource development

(¥900 million � ¥2.6 billion (special request))

•  Support will also be provided for pioneering spinout ventures whereby technology buried in
existing private enterprises will lead to actual demand and employment.

•  Industry-academia-government collaboration will be pursued in developing the business
environment toward further start-ups, including review of the stock option system and

promotion of university-initiated ventures.

(c) Creation of new local industries and employment  Revitalization of local economies

Formation of industrial clusters in local areas will be promoted to accelerate the creation of

new industries and jobs.

(i) Promotion of technology development exploiting local characteristics

•  To create a string of new businesses and ventures to underpin local economies,
development of commercialized technology by SMEs and medium-ranked companies that

contributes to the creation of industries which exploit local characteristics will be promoted.

¤ Promotion of local technology development (¥16.5 billion* � ¥37.3 billion (¥32.7 billion special request))
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- Commissioning of the development of commercialized technology through industry-academia-government

collaboration (¥3.5 billion � ¥15.2 billion (special request))

- Subsidies for commercialized technological development by individual local companies (¥6.9 billion -> ¥16

billion (special request))

(ii) Formation of industrial clusters to revitalize local economies

•  To revitalize local economies, which currently face stringent conditions, industrial clusters
will be formed which will spur the development of a succession of world-class businesses

and support local economies. (19 projects will initially be launched around Japan,

addressing around 3,000 promising SMES and medium-ranked companies, with efforts

expanded from there.)

•  More specifically, wide-ranging local personnel networks will be built among local
companies, universities, government research institutions, TLOs (technology licensing

organizations) and specialized trading companies, brought together by staff from local METI

branches.

•  Local METI branches will also closely acquaint themselves with the characteristics and
problems of individual local companies through these networks, based on which they will

provide comprehensive, effective support for the commercialization of local technology,

management support such as the development of sales channels, and measures for the

development of incubator facilities.

¤ Measures related to the Industrial Cluster Plan for Local Revitalization

(¥29.4 billion* -> ¥52.2 billion (¥34.4 billion special request))

- In addition to the above:

Support for incubator development

(¥8.7 billion � ¥9.7 billion (¥600 million special request))

Promotion of network formation by subsidizing broad-ranging industrial support institutions

(¥4.2 billion � ¥5.2 billion (¥1.1 billion special request))

iii) Local industrial and employment measures (see p.20)

(iv) Invigoration of local city centers (see p. 16)

(d) Creating business conditions for the development of competitive businesses
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Development of infrastructure to strengthen competitiveness

To enable domestic industries, existing companies and industries included, to make optimal

use of management resources and boost the overall competitiveness of domestic industries

and manufacturing, constant progress will be needed with the following measures:

(i) High-cost structures will be redressed in physical distribution, energy and other industrial

infrastructure areas

(Physical distribution)

- Standardization of SME physical distribution EDI to allow more efficient physical distribution

- Connection of JETRAS (Japan Electronic Open Network Trade Control System) and NACCS (Nippon

Automated Cargo Clearance System) toward one-stop service (during FY2002)

- Simplification of procedures by standardization of EDI systems for international physical distribution (as of

FY2001)

- Dissemination of JIS-standard pallets through conversion of pallet system design standards to JIS

(FY2001)

(Energy)

With the new systems in effect for gas and electricity utilities (March 2000 for electricity, November 1999 for

gas), examination of these systems will continue for approximately three years (evaluation and analysis of

state of new market participation and the effect thereof).

(ii) Development and review of company-related systems
- Fundamental review of commercial and bankruptcy laws (amendment of the Commercial Code during the

FY2002 regular Diet session, the Amendment of Corporate Reorganization Law during FY2002)

- Introduction of consolidated accounting systems (as of FY2002)

(iii) Construction of a sound and efficient financial system

(iv) Construction of a flexible and robust employment system
- Review of labor laws concerning term employment contracts, the labor dispatch system, the free working

hours system, and the job introduction system; introduction of a defined-contribution pension system

(October 2001); better capacity-building; development of safety nets

(v) Development of internationally harmonized corporate accounting standards
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- Promotion of amendment of Japan’s accounting standards based on trends in international accounting

standards

- Active participation in the creation of international accounting standards and creation of the necessary

framework for this

In addition, METI will promote information communications-related services competition

through deregulation allowing the full use of IT potential by existing companies and boosting

corporate competitiveness.

(3) Identifying demand (consumption) in line with new social and consumer needs

(a) Conversion of environmental and energy problems into growth engines

Dealing with environmental and energy restrictions

(see p. ??)

(b) Dealing with an information society (IT-led formation of a new society/lifestyles)

Formation of an information society

METI will promote the use of IT in various areas of civilian life, building a socioeconomic

system which allows all citizens to enjoy the convenience of IT and receive better-quality

services.

(i) Promotion of electronic government

•  METI will pursue the development of an electronic application system allowing general use
of the various administrative procedures, and will also work to create electronic versions of

forms used in the various ordinance procedures.

•  By improving software development processes and introducing evaluation indexes, METI
will boost the competitiveness of the information services industry, and will also review

procurement systems related to these, realizing a highly reliable and safe electronic

government.

¤ Promotion of electronic government

(¥1.3 billion � ¥2 billion (¥1.6 billion special request))

- Development of a general electronic application system

(¥600 million � ¥1.5 billion (¥1.6 billion special request))
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(ii) Promotion of IT introduction into public sector

•  Promote common use of information systems in public sector as part of the IT CITY project,
trailing wide-ranging local collaboration and outsourcing of work, including the use of IC card

systems. METI will also pursue the standardization of IC card systems with Europe.

•  Implement e!Project by combining government and private-sector strengths as a
showcase presenting to a wide audience the image of the world’s most advanced IT

integration.

¤ Promotion of IT introduction into public sector

(¥4.6 billion � ¥12.3 billion (¥8 billion special request))

- Promotion of the IT CITY concept (wide-ranging collaboration through the introduction of IT into public

services) (¥4 billion (new special request))

- Implementation of e!Project (IT showcase) (¥4 billion (new special request))

(iii) Promotion of introduction of IT into education

•  METI will promote “e-learning” (extramural learning) to enhance education opportunities in
terms of both quality and quantity. In addition, greater support will be provided for guidance

and the creation of educational content by industry, as well as fostering experts to lead the

introduction of IT into the classroom.

¤ Introduction of IT into education

(¥1.8 billion � ¥2.3 billion (¥1.8 billion special request))

- Development of an IT education improvement model and dissemination of the results [¥1 billion (new

special request)]

(iv) Promotion of human resource development

•  Experts supporting corporate introduction of IT will be fostered from a management
standpoint (“IT coordinators”), and the utilization of these promoted. IT skill criteria will also

be established to facilitate the use of high-level IT personnel.
¤ Human resource development (¥1.1 billion � ¥1.9 billion)

- Creation of information-processing technology standards and dissemination of results (¥200 million (new))

(v) Promotion of security measures

•  METI will develop analysis systems to handle illicit access attempts, etc., and will also
develop an evaluation framework for information security and encryption technology, as well

as creating and disseminating guidelines for organizational and technological responses to
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ensure effective security.

¤ Promotion of information security measures (¥2.2 billion � ¥2.2 billon (¥1.2 billion special request))

- Dealing with illicit access (¥100 million � ¥300 million (special request))

(vi) Development of e-commerce rules

•  Create e-commerce rules which will allow all Japanese citizens to safely enjoy the merits
of e-commerce, including regulations on the application of existing laws (Civil Code, etc.) to

e-commerce (provisional title).

(vii) Technological development in the information communications area

•  METI will promote strategic and intensive R&D in fields such as semiconductors, high-
speed networks, and high-level computing to enhance IT-related R&D capacity. The ministry

will also advance the development of information communications machinery which is user-

friendly for senior citizens, etc.

•  “Super-creators” will be identified and fostered to develop next-generation. METI will also
bear in mind Industry-academia-government collaboration on projects for the development

of the kind of software which will take hold of world markets and become the defacto

standard.

¤ Promotion of information communications technology development (¥20.4 billion � ¥37.8 billion (¥19.5

billion special request) (see p. 8)

(viii) IT-led international expansion of foundations for economic activities

•  METI will stimulate the IT personnel market throughout Asia through “e-learning” and
mutual recognition and harmonization of IT skills standards providing a base for engineer

examinations.

•  The Asian e-commerce market will also be stimulated through the development of public
key infrastructure (PKI) and rules, the latter including international mutual recognition of

IPv6, a next-generation Internet protocol.

•  METI will conduct empirical experiments contributing to acceptance of IPv6 as the
international standard.

¤ IT-based international development of economic activities (¥30 million � 2.3 billion (special request))

- Implementation of joint research on construction of a next-generation Internet (¥1.3 billion (special

request))
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(ix) Promotion of corporate IT introduction

•  To enable SMEs to utilize IT in conducting more efficient operations and dramatically
expanding the scope of their trading, METI will promote a comprehensive program which

includes developing inter-corporate network systems, holding IT training seminars, and

dispatching advisers.

¤ SME introduction of IT (¥5.4 billion � ¥6.3 billion (¥2.8 billion special request))

- Assistance for management innovation model projects using IT (¥1.2 billion � ¥1.3 billion (special

request))

(3) Development of a comfortable urban living environment   Revitalizing cities

To respond to environmental issues and the graying of society and ensure a comfortable

living environment, METI will pursue efforts to develop the urban environment and to

develop new industry and commerce in cities. These efforts will contribute to the efficient

allocation of public investment.

•  The “Eco-Town” concept will be advanced toward the construction of a zero-waste society.

¤ Promotion of Eco-Town project (subsidies for private-sector construction costs for zero-waste facilities,

etc.) (¥1.4 billion � ¥9.4 billion)

•  To advance the Low-Emission Vehicle Action Plan and improve urban air in particular,
METI will promote environmental technology development for next-generation large vehicles

with superior low-emission performance.

¤ Development and dissemination of low-emission vehicles

- Technology development and empirical research, etc., for fuel-cell-powered cars (¥11.9 billion � ¥25

billion (¥8.2 billion special request) (see p. 24))

- Technology development related to next-generation low-emission vehicles (¥1.8 billion � ¥7.3 billion)

- Promotion of the introduction of CNG cars and hybrid cars, etc. (¥8 billon � ¥18 billion (see p.24))

•  METI will promote the development of business incubators and measures to invigorate city
centers as a means of evolving urban industry and commerce.

¤ Assistance for the development of business incubators to promote the evolution of urban industries (IT,
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medical care, etc.)

(Drawn from assistance for incubator development (see p. 11): ¥1.6 billion � ¥5.3 billion)

¤ Invigoration of city centers

- Assistance for the development of facilities (event spaces, etc.) and customer-drawing business for the

invigoration of city centers (¥16.8 billion � ¥18.4 billion (¥8 billion special request))

- Assistance for tenant leasing and other business by TMOs, which will play a key role in inner-city

invigoration (¥2.4 billion � ¥3.1 billion (¥2 billion special request))

(4) Dealing with inversion of the age pyramid

(i) Promotion of technology development towards the creation of the health market

•  METI will promote technology development towards the creation of the health market to
build a competitive and sound medical care and nursing system which can respond to

massive market needs.

¤ Promotion of a basic biotechnology research program for health maintenance and promotion

(From “Promotion of R&D programs in four key areas” (Life science; p. 9)) (¥9.4 billion � ¥10.8 billion (¥5.3

billion special request))

¤ Promotion of program for upgrading medical care and welfare equipment to prolong healthy lifespans

(From “Promotion of R&D programs in four key areas” (Life science; p. 9)) (¥3.9 billion � ¥4.3 billion (¥800

million special request))

(ii) Promotion of child-bearing, child-raising, employment and business activities of women

•  METI will expand private-sector childcare services using NPOs, etc., consider a labor law
review, and provide assistance for the development of childcare centers using empty stores

in shopping areas to create an environment in which women will feel comfortable bearing

and raising children while working.

¤ Assistance for the development of childcare facilities in shopping areas (new request placed for ¥2.5

billion as part of the above-mentioned invigoration of inner city areas)

(iii) Social security system reform, assistance for business start-ups, employment promotion

and consumption expansion in regard to middle-aged and elderly citizens

•  METI will pursue reform of medical care and nursing systems, bringing greater efficiency
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to the public medical care and social welfare industries, to increase life-plan predictability for

not only senior citizens but all generations. Assistance will also be provided to senior

citizens wanting to start businesses, while the work environment for the elderly will be

improved and senior citizen-oriented markets expanded.

(3) Fostering dynamic SMEs and building safety nets

SME policies for the promotion of structural reforms

(a) Supporting new business and management innovations

METI will promote management innovation by those SMEs taking on bold challenges in new

markets and growth areas, as well as promoting diverse and wide-ranging start-ups and

seeking to stimulate domestic industrial dynamism and expanding employment.

(i) Assistance for diverse and wide-ranging business start-ups (see p. 9)

(ii) Assistance for companies undertaking management innovations (aiming to create within

three years five times the number of companies undertaking such innovations)

•  METI will aim to expand the scope of SMEs engaged in management innovation and to
create within three years five times the number of corporate groups engaged in state-of-

the-art management innovation in particular (companies approved under the Law on

Supporting Business Innovation of Small and Medium Enterprises). To this end, the scope

for eligibility for human resources development assistance through management innovation

assistance seminars, etc., will be increased by three times, and comprehensive assistance

policies will be implemented and expanded for the various stages of business

implementation, including fund procurement, IT-based management innovations, and

commercialization of superior technology held by local SMEs and universities.

¤ Assistance for SME management innovation (¥12.8 billion* � ¥17.3 billion (¥9.8 billion special request))

- Human resources development assistance through management innovation seminars, etc. (¥100 million

� ¥1.5 billion (special request))

- Subsidies for R&D toward SME start-ups (¥3 billion � ¥6 billion (special funds))

(iii) Diversification of fund procurement instruments (Reform of indirect finance-centered

frameworks limited by physical collateral)

•  To break free of the limitations of real estate collateral and open up new paths for fund
procurement, METI will develop a credit guarantee system for financing by private-sector
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institutions using SME accounts receivable claims as collateral.

¤ Guarantee of accounts-receivable claim collateral (subsidies to Credit Guarantee Association)

(preconditioned on financing scale of approx. ¥1 trillion yen in first fiscal year) (¥700 million) (new)

•  To promote fund procurement through direct financing, the guarantee system for SME
issuance of private-placement bonds (designated corporate bond guarantee system) will be

expanded, including review of net asset value requirements (currently at least ¥500 million).

(b) Improving SME safety nets to limit the impact of NPLs, etc.

•  As economic conditions deteriorate, the impact of bad-debt workouts could lead to the
chain collapse of even those SMEs with promise and motivation. To prevent this, SME

safety-net guarantee and lending systems will be enhanced.

•  To facilitate the revitalization of SMEs with promise, SME-oriented DIP finance provided by
government financial institutions will be enhanced as a pump-priming measure for DIP

finance provided to companies which have commenced legal reconstruction procedures,

including civil rehabilitation procedures undertaken by private-sector financial institutions.

¤ DIP finance (capital injected into the Small Business Finance Corp.) (¥500 million (new))

(c) Developing an employment safety net

To deal with the harsh employment situation, METI will not only seek to create jobs through

the creation of new business and start-ups, but will also facilitate a labor shift, working to

eliminate employment mismatches in terms of (i) the skills sought; (ii) labor conditions,

including working hours, etc.; and (iii) regional employment.

(i) Improved and enhanced skills acquisition and human resource development (investment

in people)

•  METI will take maximum advantage of private sector participation to promote skill
development based on individual motivation. Active use will also be made of universities and

graduate schools to promote the development of human resources with high-level corporate

management, specialist and technical abilities.

•  Assistance in the creation of business plans and for skill development through
entrepreneur schools and start-up seminars will be strengthened to enable middle-aged and

senior citizens to use their experience and potential ability in launching new businesses.
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(ii) Development of diverse forms of employment and a smooth labor shift

•  METI will review fixed-term employment contracts, the labor dispatch system, and the free
working hours system, as well as reinforcing the job introduction system and strengthening

the linkage between vocational training and job introductions, aiming at achieving a smooth

labor shift.

(iii) Regional industrial and employment measures

•  A program of regional industrial and employment measures will be promptly implemented,
containing concrete measures to strengthen links between METI branches, prefectural labor

offices and related groups, develop new regional jobs, strengthen job introduction functions,

and strengthen linkage between measures to foster new industries and employment

measures.

(4) Promoting market participation by a range of players

(a) Improvement of consumer administration

•  METI will strengthen product safety measures and crack down on fraudulent businesses to
enable consumers to act rationally and on their own responsibility as market participants,

while also developing rules in response to expanded Internet use and considering an

alternative dispute resolution (ADR) system.

¤ Crackdowns on fraudulent trading, development of product safety mechanisms, etc. (¥700 million � ¥700

million)

(b) Supporting civilian activities

•  METI will actively support civilian activities in areas such as town development, lifelong
learning, welfare and the environment, positioning NPO and other civilian activities as new

players in the socioeconomic system.

¤ Assistance for regional civilian activities (¥500 million (special funds) (new))

(c) Promotion of women’s employment and business activities (see p. 17)

(d) Promotion of senior citizen employment and consumption expansion (see p. 17)



21

2. Efforts to respond to environmental and energy issues

Responses to environmental and energy restrictions

•  Environmental issues such as global warming, waste and zero-waste, and toxic chemical
substances are deeply intermeshed with daily life and ordinary business activities, and

threaten to become major restrictions on the sustained development of Japan’s

socioeconomy.

•  In addition, given Japan’s fragile energy supply structure, ensuring a stable supply of
energy (energy security) is obviously an absolutely critical issue. At the same time, amid

growing international concern over global warming, Japan must work to restrain CO2

emissions from energy use (environment), and lower energy costs through, for example,

liberalization, to bring about greater efficiency in energy supply and demand. Given the

current energy policy environment, the CO2 issue included, the need is growing to make

progress on all three of these fronts simultaneously.

•  To overcome the risks and problems confronting Japan in terms of energy and the
environment and lock in sustained development of the socioeconomy, METI will pursue a

comprehensive policy suite including the development and enforcement of rules allowing a

medium- to long-term response to these risks, as well as the construction of appropriate

frameworks, including the division of roles between the government and the private sector.

•  In addressing the above, METI will aim to achieve the policy objectives of environmental
protection and improvement and the stable supply of energy resources by promoting

innovations and designing systems which utilize market mechanisms, as well as

transforming energy and environmental issues from limitations into growth factors through,

for example, dynamic industrial development.

  

(1) Responding to environmental issues

(a) Global warming

•  Noting the basic agreement reached at the Resumed Session of COP6 in Bonn, METI will
seek a constructive response from the US and make every effort to ensure that final

agreement is reached at COP7, creating a framework within which all countries will operate

according to the same rules.

* COP7 (29 October-9 November, Morocco)

•  In terms of domestic measures to achieve Kyoto Protocol goals, METI will engage in the
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steady and swift promotion of measures such as the use of nuclear energy, which does not

produce CO2 as part of the generation process, promotion of fuel conversion, development

and dissemination of new energies, and the enforcement of energy-saving measures. These

measures will be undertaken in the energy sector, which produces around 80 percent of

Japan’s CO2 emissions, and will be shaped so as to work with other related ministries’

efforts in sectors such as industry, non-industry and transport.

In addition, METI will accelerate the development of innovative environment- and energy-

related technologies and work on measures to reduce emissions, such as fluorocarbon

alternatives, as well as deepening considerations on the merits and demerits of economic

instruments. In so doing, METI must consider how to simultaneously ensure a dynamic

economy and national lifestyle, as well as how these measures can be linked to future

industrial competitiveness.

¤ Promotion of global warming

- Development and dissemination of technology reducing emissions of gases causing global warming to

minimize the environmental burden (development of fluorocarbon alternatives, etc.) (¥1.3 billion (special

funds)(new))

- Promotion of a program for the development of innovative technologies to combat global warming (From

“Environment” (p.9)) (¥8.9 billion � ¥17.4 billion (¥8.4 billion special request)

•  METI will encourage efforts to restrain emissions in developing countries, which are
expected to begin emitting more greenhouse gases, with a view to ensuring the

effectiveness of efforts on a global scale.

(b) Building a zero-waste socioeconomy

•  To strengthen efforts to ensure effective reducing, reusing and recycling (the 3 “R”s) in line
with particular product characteristics, METI will work to upgrade means for selecting target

products under the Law for Promotion of Effective Utilization of Resources towards

expanding targeted products and building on the content of efforts in this area. METI will

also advance efforts toward formulation of the Automobile Zero-waste Law (provisional title)

and give consideration to systems related to the recycling of household computers.

•  To form a zero-waste socioeconomy led by the private-sector recycling industry, METI will
promote the Eco-Town project and technology development, as well as considering the

reform of various systems related to the corporate activities of the zero-waste industry.
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¤ Recycling promotion

- Promotion of Eco-Town project (subsidies for the cost of private-sector construction of recycling facilities,

etc.) (¥1.4 billion � ¥9.4 billion) (see p. 16)

- Promotion of program toward the construction of a zero-waste economic system (from “Promotion of R&D

programs in four key areas” (see p. 9)) (¥1.9 billion � ¥4.7 billion (¥2.1 billion special request)

•  METI will work to protect the ecosystem using biotechnology, as well as promoting
technology development such as the disposal of pollutants and the production of

serviceable substances using microorganisms and plants.

¤ Promotion of programs toward the creation of a zero-waste industrial system using biological functions

(From “Promotion of R&D programs in four key areas” (Life science) (p. 9)) (¥2.8 billion � ¥5.9 billion (¥1.3

billion special request))

•  The Aichi Expo will be promoted as a vehicle for communicating a message from Japan to
the world concerning solutions to environmental and other 21st century issues, as well as a

gigantic trial ground for coexistence with nature.

(c) Harmonizing environment and economy

•  To transform environmental and energy restrictions into growth factors by integrating
environment and economy in the form of incorporation of environmental sensitivity into

corporate activities, green procurement, and the development and dissemination of

environment-friendly products, METI will promote the widespread introduction of life-cycle

assessment (LCA), disseminate and promote environment reporting guidelines, and

consider environmental management accounting instruments.

•  With international concern growing over the impact of chemical substances and GMOs on
the ecosystem and human health, METI will consider the management of these.

(2) Responding to energy issues

(1) Promoting energy-saving and new energy measures

•  Recognizing energy-saving as an important pillar in combating global warming, METI will
strengthen its execution mechanisms in terms of the Law Concerning the Rational Use of

Energy in regard to the non-industry and transport sector, where energy consumption is

rapidly increasing, as well as in the industrial sector, which is pursuing voluntary action plans.

Measures will also be designed to promote innovation using Japanese technology
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(expansion of “top-runner” machinery from 11 to 19 products, and dissemination and

promotion of highly efficient machinery). METI will promote Energy Service Company

(ESCO) business, which focuses on assisting energy-saving), and will also encourage the

use in households and buildings of systems which use IT to provide optimal management of

energy demand.

¤ Promotion of energy-saving measures (¥109.3 billion* � ¥163.5 billion (¥48.6 billion special request)

- Promotion of the introduction of energy management systems for non-industrial use (¥2 billion � ¥7

billion)

- Assistance for the introduction of highly efficient hot water supply units (¥6.9 billion (new funds))

•  In terms of new energy, METI will promote technology development with an eye to
boosting Japan’s industrial competitiveness, provide assistance for the introduction of solar

power generation, use of solar heating, and cars using “green” energy, and advance

considerations toward the introduction of new measures to expand power markets.

¤ Promotion of new energy measures (¥110.5 billion* � ¥153.2 billion (¥10.4 billion special request))

- Fuel cell technology development and empirical experiments (¥11.9 billion � ¥25 billion (¥8.2 billion

special request)

- Promotion of the introduction of “green” energy cars, etc. (¥8 billion � ¥18 billion)

- Promotion of the introduction of sophisticated systems of residential solar power heating (¥7 billion)

(new funds)

(2) Realizing stable oil and natural gas supplies

•  Given crude oil price fluctuations, structural reforms in the oil industry, and other trends,
METI will strengthen ties with oil-producing nations based on full consideration of the

appropriate division of roles between the government and private sector, promote voluntary

development and stockpiling, and work to create a robust oil industry with international

competitiveness, with the ultimate goal of locking in a steady energy supply.

¤ Oil and natural gas development (¥82.2 billion � ¥68.3 billion)

- Drilling financing and investment, asset buy-outs, obligation guarantees (¥36.9 billion � ¥24.8 billion)

- Oil development technology R&D (¥25.5 billion � ¥23.4 billion)

¤ Oil stockpiling (¥299.2 billion � ¥266.2 billion)

- Promotion of state oil stockpiling (¥273 billion � ¥236.9 billion)
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- Promotion of state LPG stockpiling (¥7.4 billion � ¥7.4 billion)

(c) Structural reform of electricity and gas business

•  METI will consider an appropriate electricity and gas supply system for Japan given the
state of liberalization elsewhere in the world, and Japan’s track record in liberalizing retailing

to large-scale consumers.

(d) Smooth promotion of nuclear power policies

•  To facilitate the establishment of nuclear power plants and the nuclear fuel cycle, including
measures related to radioactive substances and pool samples, METI will work to garner the

understanding of the general public, including not only residents located nearby nuclear

power plants, but also those residents in areas with a heavy power consumption. In

particular, METI will work as a team with the rest of the government in carrying out the pool

sample plan.

¤ Nuclear power-related budget (excluding the funds in (e) below) (¥131.1 billion � ¥143.2 billion)

- Promotion of the establishment of nuclear power plants (¥107.6 billion � ¥118.2 billion)

- Promotion of nuclear fuel cycle and back-end measures (highly radioactive substances, etc.) (¥9.4 billion

� ¥8.1 billion)

(e) Safe nuclear power and disaster measures

•  To ensure the safety of nuclear power, it will be vital to develop systemic mechanisms
based on the latest technological knowhow and to train and foster human resources

involved with safety regulations to set in place a fully adequate systemic and organizational

framework. METI will also assume accountability in regard to safety regulations so as to win

the trust of the public, as well as communicating information.

¤ Nuclear power safety and disaster prevention measures (¥29.3 billion � ¥29.6 billion)

- Subsidies for emergency safety measures (¥4 billion � ¥4.8 billion)

- Demonstration of earthquake-proof nature of nuclear power plant facilities (¥1.6 billion � ¥2.1 billion)

(f) International efforts

•  METI will engage actively in collaborating with other developed countries toward stabilizing
the international energy market, strengthening dialogue between energy-producing and

energy-consuming countries, and making a coordinated response to the expansion of

energy demand in Asia.
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* Convention of the International Energy Forum (Sept. 2002, Osaka)

(7) “Greening” of special energy account

•  The special energy account, which draws on petrol taxes and power source development
promotion taxes, will be made more environmentally friendly in terms of spending in order to

give a powerful boost to energy-saving measures, new energy measures, and energy- and

environment-related technological development.

¤ Budget for environmental measures built into special energy account (¥438.9 billion � ¥559.1 billion

(¥74.4 billion special request))

3. Strategic external economic policy
•  Companies are rapidly moving their operations on to a global basis, with Japanese
manufacturers increasingly choosing to shift their production bases to China and other parts

of Asia. Given this international structural adjustment, the question is how to ensure the

competitiveness and comparative advantage of Japan’s companies and industries.

•  To deal with the above situation, Japan needs to tailor responses to globalization and
move forward swiftly and powerfully with development of the domestic business

environment to ensure that Japan keeps ahead in systemic competition with other countries,

fusing domestic and external approaches. Secondly, strategic lobbying of other countries

concerning improvement of the investment and business environment will be required to

facilitate the activities (investment and trade) of Japanese businesses abroad.

•  It will also be important to fully gauge the special features, strengths and weaknesses of
the Japanese economy, and to use the strengths to boost Japan’s international

competitiveness through the strategic construction* of international frameworks such as

international standards and rules.
* For example, advancing appropriate protection of intellectual property rights in developing countries, as

well as strategic international rule-making, in areas in which Japan possesses a high innovation capacity.

•  Given the above, it will be important to approach actual negotiations and trade cooperation
strategically with a clear understanding of the order of priority among policy areas and with a

cross-cutting perspective on these areas. Accordingly, Japan will need to pursue a multi-

layered external policy, choosing and using appropriately multilateral levels such as the

WTO, the hub of rule-making, regional fora such as APEC and ASEAN+3 (Japan, China and

the ROK), and bilateral efforts, drawing on the particular characteristics of each.



27

(1) Promotion of new WTO round

•  METI will approach the new WTO round with a broad-ranging agenda, including anti-
dumping and investment, toward the development of a business environment advantageous

to Japan, as well as development of new rules and liberalization on a worldwide basis.

Immediate trade-related schedule

* WTO “mini-Ministerial” (31 Aug.-1 Sept., Mexico)

* WTO Ministerial Conference (9-13 Nov., Qatar)

(2) Promotion of economic partnership agreements and inter-regional cooperation

•  Through the conclusion of economic partnership agreements and through inter-regional
cooperation, METI will strategically select areas and partners where high-level rules should

be formed to turn Japan’s particular features into strengths.

•  In terms of economic partnership agreements, negotiations toward conclusion of an
agreement with Singapore will be concluded by the end of the year, and Japan and Mexico

will launch a study group in September comprising representatives from government,

industry and academia.

•  Given increasing interest as of last year in exploring linkage among ASEAN, Japan, China
and the ROK, Japan will continue to play an active role in intra-regional linkage from the

perspective of drawing closer and developing the regional economy.

Immediate trade schedule

* ASEAN+3 Economic Ministers’ Meeting, Japan-ASEAN Economic Ministers’ Meeting (AEM-METI) (12

Sept., Vietnam)

* ASEAN+3 Summit, Japan-ASEAN Summit (early Nov., Brunei)

•  In terms of the Japan-US Economic Partnership, a new framework, close and wide-
ranging exchanges of views and cooperation will be advanced in regard to economic and

investment issues, global issues such as the new WTO round, macroeconomic policy,

structural reform, and FDI.

Immediate trade schedule

* US President Bush’s visit to Japan (mid-Oct.)

(3) Finely-tailored approach to safeguard measures

•  Recognizing that safeguards are emergency and temporary measures to allow time for the



28

structural adjustment of domestic industry, METI will deal with these in strict conformance

with the WTO Agreement and related domestic laws and regulations.

(4) Promotion of access to the Japanese market

•  To promote structural reform and expand employment, METI will further promote direct
investment in Japan. Reviewing corporate law and redressing Japan’s high-cost structure

are important also in this sense. In addition, investment and trade stand in a synergetic

relationship, and METI will advance efforts to develop the business environment for both

trade and investment in tandem.

(5) Shifting trade-related procedures on to an electronic basis

•  METI will advance bilateral and regional cooperation as a means of establishing the Trade
Electronic Data Interchange (TED) system, developed by Japan, as common regional

infrastructure for e-commerce in Asia. Consideration will also be given to measures to

coordinate the system with systems related to domestic administrative procedures.

4. More efficient and rational administration

•  To boost the efficiency and efficacy of the various measures and ensure administrative
accountability, METI will further reinforce integration of the process from policy planning

through to implementation and evaluation. In particular, a review was conducted in

conjunction with METI’s budget request, examining all 1,084 projects under the ministry’s

jurisdiction. The decision was consequently made to terminate 193 by FY2005*. METI will

also advance efforts in regard to the information disclosure and no-action letter systems

launched fully into operation this spring, ensuring that these take root in government

administration.

* Examples of projects which will be terminated as a result of the recent policy evaluation

- Industrial park structural interest subsidy system (no new subsidies to be given after 2004)

- Survey of the commercialization of uranium concentration technology using the atomic laser method (to be

terminated by the end of FY2001)

- Commissioning of basic geological survey on oil and natural gas in the Antarctic region (to be terminated

by the end of FY2001)

•  Special public corporations will be subject to sweeping review with a view to the policy role
which public entities should play and the current and future burden on the public, and based
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on the principle that what can be left to the private sector will be. Public corporations will be

reviewed in regard to administrative outsourcing and administrative involvement.

•  With the PFI Promotion Law formulated in the fall of 1999, work is proceeding with, for
example, PFI (public finance initiative) guidelines. METI will also engage in wide-ranging

examination of the promotion of PPP (public-private partnership) using PFI, private-sector

outsourcing and other instruments, including issues such as the relation with the

government’s accounting system*.

* As is also noted in the OECD Budgeting for Results (1995) and Budgeting for the Future (1997), many

OECD member countries have been experimenting with efforts to provide incentive toward more efficient

budget formation and execution.
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Reference

Outline of METI FY2002 Budget Request
(Unit: billion yen)

FY2002 budget valueFY2001
budget value General requests Scheduled budget

request measures
(special structural
reform request)

Increase or
decrease (-)

General account 930.5  850.1 165 84.6
Special oil account provision
Excluding the above
  Cost of SME measures

462
468.5
133.5

424.8
425.3
116.4

74.4
90.6
29.4

37.2
47.4
12.3

Special accounts 1,305.4 1,305 0 0
Special account for measures
to upgrade the supply and
demand structure for coal, oil
and energy

629.8 598.6 0 0

The coal account calculates policy costs through to FY2001. In FY2002, loan principles, etc., will be fed
back as the provisional budget (¥8.9 billion)
Special account for power
source development
promotion measures
 METI portion
* Power source location
account
 METI portion
* Power source diversification
account
 METI portion

486.2

333.3
243.7

205
242.5

128.4

496.9

339.9
246.4

207.2
250.5

132.7

0

0
0

0
0

0

10.7
6.6
2.8
2.3
7.9
4.3

 Special account for patents 107.4 89.2 0 12.9
Special account for trade
reinsurance

82 89.2 0 7.2

Total (general account +
special accounts)

1,773.9 1,730.3 165 121.4

  
(Note: Scheduled budget request measures will be subject to an official budget request at the end of
September after inspection by Cabinet Headquarters and Councils, etc.)


