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Key Points
FY2004 Economic and Industrial Policy

Basic approach

Japan’s economy is still under such severe conditions as continuing deflation and a high
unemployment rate. However, there are signs of change, brought about through the
advancement of restructuring. For example, corporate profitability is improving, and capital
investment plans are showing some positive developments.

As such positive changes are finally taking place, now is a crucial time in which policies must
be carried out in a focused manner, in order to stabilize such changes, revitalize the economy
and turn such positive shifts into mid- to long-term developments.

From such a viewpoint, it is of foremost importance to develop the kind of environment that
helps corporations and individuals to take on the challenges of carving out their future,
through such measures as drastically enhancing the function of industrial finance, fostering
human resources and assisting start-up businesses. Through such efforts, the aim is to
overcome the current deflation and promote the revitalization of the economy.

Second, for the purpose of stabilizing the current positive shifts, steady efforts must be put
forth to secure the foundation for mid- to long-term developments, which take time to take
effect. As international competition intensifies, Japan must maintain and strengthen its
competitiveness. To this end, Japan must establish as its own brand its areas of strength, and
work to enhance their value through such efforts as promoting intellectual property strategies,
and at the same time, promote innovation and enhance social reforms through utilization of
IT.

Third, efforts should be put forth to realize a steady provision of energy, which underpins
those economic activities and the economy as a whole. Japan should strive to build up a new
environment or an energy-oriented society where the energy sector would be a source of
competitiveness.

Furthermore, to build a high-quality government, which is necessary in addressing the above
measures, METI will vigorously take the initiative in working toward such goals as planning
the establishment of the e-government and efficient and effective operation of the system of
independent administrative institutions (IAI).
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*Example of listing of budget and other items
Name of budget and other items
          Amount requested for FY2004 Budget (Amount of FY2003 Initial Budget)
c.f. Items with an asterisk (*) overlap with other budget items.

I. Rebuilding a society full of a spirit of challenge

To realize a society that is overflowing with a spirit of challenge and is full of vitality, METI
has been working on such measures as industrial reorganization and business recovery, and
development of a system toward promoting business start-ups and entrepreneurship, as well
as enhancement of the safety-net framework. Amidst the progress of such system
developments, the next important step is to realize a society in which many people can take
on challenges.

To do this, business capital, which is the lifeblood of industries, should not be acquired by
relying on conventional bank loans that depend on real estate security. Rather, the
diversification of financial sources and methods will be promoted to enhance the function of
industrial financing. This will support the spirit of challenge of individuals and businesses
including small and medium enterprises (SMEs). Also, focus will be placed on fostering
human resources which will be the driving force of the economy, and on supporting the
growth of SMEs and individuals who are willing to take on challenges.

At the same time, as Japan faces the reality of a period of low birthrate and an aging
population, METI intends to strive to ensure the sustainability of the pension system and its
compatibility in the economy, as well as to create and foster a high-quality health service
industry.

Priority measures

1. Revitalizing the economy by drastically enhancing the function of industrial financing

In order that industrial capital can be widely and effectively supplied to all corners of the
economy, the scope of the policy’s assistance will be extended to cover medium-sized
companies, revitalization of businesses and industries, and securitization and liquidation of
loan assets. By doing so, not only SME financing, but also the function of industrial financing
as a whole will be drastically enhanced. To this end, measures will be implemented in order to
diversify the sources of capital supply and financing methods, and to break away from the
overdependence on real estate security. At the same time, through securitization of loan assets,
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the capital supply will be increased by diversifying debt exposure among financial institutions
and corporate investors.

(1) Diversification of capital supply sources and financing methods

Efforts will be made to diversify financing methods to allow business corporations and
finance companies to become new sources of industrial financing, and individual assets to be
supplied to industries in a smoother manner.

(a) Generalization of limited partnership system for venture capital investment

Necessary measures will be implemented to generalize the system including expansion of the
scope of the investee which currently allows funds to be supplied only to SMEs and venture
companies.

(b) Utilization of the trust function for industrial financing

Efforts will be made by effectively utilizing the trust function to promote entry of new supply
sources for industrial financing, and diversification of methods.

(2) Breaking away from overdependence on real estate security

By breaking away from overdependence on real estate security, promoting diverse use of
security and setting up fair interest rates, capital supply to corporations will be revitalized.

(a) Enhancement and utilization of credit risk database

Fair interest rates will be established and electronic trading of securities will be realized
through enhancing and utilizing the credit risk database as the basic infrastructure for risk
assessment.

Electronic bond market development project Part of JPY4.84 billion (JPY140 million)

(b) Improving the quality of SME financial accounting

In order to break away from overdependence on real estate security and to expand the scope
of loans based on evaluation of business profitability, quality improvement and disclosure of
SMEs’ financial accounting will be promoted. This will be done through such measures as
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cultivation and utilization of businesses and organizations that will provide such services as
managing financial information.

Regional financing and financial human resources revitalization project
                                              　  Part of JPY5.68 billion (new)

(c) Developing a new collateral system (movable properties and finance receivables as
collateral, etc.)

In order to break away from overdependence on real estate security and to promote
facilitation of project financing (financing focusing on the profitability of individual projects),
a legal system will be developed to allow for movable properties and future loans of
unspecified debtors to be utilized as collateral.

2.  Fostering human resources which will be the driving force of the economy

METI will collaborate with other relevant ministries and agencies to address the
unemployment issue of young people, who will shoulder the future of Japan. At the same time
measures will be enhanced to foster highly skilled human resources who will be the driving
force of the economy of Japan and who are overflowing with a spirit of challenge.

(1) Developing one-stop service centers for young people

As the central measure for young people, one-stop service centers for young people will be
established throughout the country, as places where they can receive all the employment-
related services provided by the relevant ministries and agencies in one place and at one time.

Moreover, about ten of these centers will be designated as model centers. Through strategic
and flexible integration of each ministry and agency’s policies, independent efforts of each
region and utilization of private sector commissions, METI will support the centers so that
they can provide services from job aptitude tests, counseling and training to job referrals, in
one go.

Developing one-stop service centers for young people           JPY6 billion (new)

(2) Fostering highly skilled human resources

In the sectors of IT, Management of Technology (MOT), business revitalization and others,
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where there are strong demands for highly skilled human resources, the environment for
fostering of human resources will be developed through establishing standards for skills,
developing curricula toward acquirement of such skills, and holding model training courses.

Fostering highly skilled human resources       JPY5.88 billion (JPY380 million)

(3) Fostering and producing those who take on the challenge of business start-ups and
cultivation of new business areas

While raising entrepreneurship and awareness toward business start-ups and toward
cultivation of new business areas among the general public, human resource development and
support measures will be enhanced to allow motivated people to actually start up businesses
and cultivate new business areas.

(a) Enhancing support measures to raise entrepreneurship

The “Launch Japan DREAM GATE” Project aims to contribute to doubling the numbers of
start-ups and new businesses programs, by raising entrepreneurship and awareness toward
business start-ups and toward cultivation of new business areas across all levels of the nation,
and by providing comprehensive business start-up support services on the Internet (via
websites) and other means. In this regard, METI will enhance some services whose major
target is young people, such as internship projects for dispatching personnel to venture
businesses.

Furthermore, efforts will be made to establish and spread “Hands-on” entrepreneurship
education programs in schools at the elementary, junior high and high school levels. By
fostering autonomous skills and a spirit of challenge, these programs will give rise to many
young people with an entrepreneurial spirit.

Support project for producing entrepreneurs (Dream Gate Project)
                                                      JPY1.15 billion (new)
Project to promote entrepreneurship education       JPY330 million (JPY60 million)

(b) Enhancing educational opportunities toward development of new businesses

In order to enhance business innovation courses, “The Second Start-up Course” was newly
established for those entrepreneurs who have plans for starting up new businesses, as well as
those who are striving to develop new business areas, and for others including young business
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successors. At the same time, support will be provided to foster human resources who will
take on the challenge of developing new business startups in commerce.

Business innovation courses                      JPY1.3 billion (JPY820 million)
Commerce schools                              JPY130 million (new)

3. Supporting the growth of individuals and SMEs that are starting new endeavors

To create a society in which the efforts toward challenges pay off, support measures will be
implemented in a focused manner to increase the number of individuals and SMEs that take
on new endeavors, and to realize the growth of such individuals and SMEs through efforts
aimed at enhancing technological capabilities and financial foundations.

(1) Enhancing technological capabilities and financial foundations

Efforts will be made to enhance technological capabilities and financial foundations to
increase the likelihood that challenges taken on by individuals or SMEs will lead to success.

(a) Technology development support measures for R&D-related ventures

Support aimed at technology development for practical application within R&D-related
ventures will be improved and enhanced. This will be done by establishing a support system
for R&D carried out by multiple R&D-related ventures (university-launched ventures, spin-
off ventures) in collaboration with venture capitalists, in order to steadily put to practical use
and industrialize the R&D results produced in universities and companies, and to use such
results to create new industries and new employment. Also, university-industry joint research
and other forms of industry-academia collaboration will be further promoted.

Budget related to “1,000 University-Launched Ventures Plan”*
                                          JPY61.71 billion (JPY43.44 billion)
Development support project for the practical application of industrial technology
(Support Measures for R&D-related ventures)      JPY13.15 billion (JPY6.13 billion)
Industrial technology research subsidization project (Competitive Funds)
                                              JPY7.8 billion (JPY5.28 billion)

(b) Extension of the operating loss carry-forward period and revival of the refund carry-back
system
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From the viewpoint of developing an environment in which risks can be taken to try new
businesses and of ensuring neutrality of the tax system for various corporate activities, the
operating loss carry-forward period will be extended to seven years and the currently
suspended refund carry-back system will be revived.

(c) Enhancement of the Angel tax system

From the viewpoint of fostering regional venture businesses, a system related to the residence
tax will be established in which a special deduction will be implemented within the scope of
stock transfer profits for investments made in venture companies.

(2) Integrated support for SMEs and venture companies with potential

Integrated and comprehensive support measures will be implemented for the
commercialization of technology seeds and business ideas, and to SMEs and venture
companies which take on the challenges of developing internationally recognized brand
names.

(a) Start-up support measures for SMES and venture companies (Support measures for
commercialization of technology seeds and business ideas)

Financial support will be provided for such activities as development for practical application
of ideas, technology assessment and acquiring intellectual properties. Also, support such as
consultation toward actualization and practical application of business plans will be provided
in an integrated manner. Through such measures, powerful support will be provided from both
the technological and the managerial standpoint, to commercialize technological seeds with
strong potential for commercialization and novelty, as well as to put into operation SMEs and
venture companies with business ideas.

Challenge support program for SMEs and venture companies  JPY3.55 billion (new)
Support program for Small and Medium IT ventures   JPY250 million (JPY200 million)

(b) Support measures for challenges taken on by SMEs which strive to develop business in
new markets by cultivating their brand strength

Support will be provided for the challenges taken on by SMEs which are working to improve
the value of products and other factors using their existing regional characteristics, and to
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enhance the strength of their brands so that they will be competitive nationally and
internationally. These measures will be implemented through providing comprehensive
support for such activities as marketing research, development of new products and designs,
and carving out new distribution routes.

Japan Brand (Development) support project         JPY930 million (new)

2. Balancing low birthrate and aging population with economic revitalization

Japan is facing the reality of a period of low birthrate and aging population. In order to realize
both the revitalization of the Japanese economy and the establishment of a sustainable
pension system, METI will actively participate in the discussions currently taking place in the
government regarding pension system reform. At the same time, efforts will be made to create
and foster the kind of high-quality health service industry that meets the diversified needs of
the people.

(1) Pension system reform

Many issues must be considered in establishing a sustainable pension system which can dispel
people’s anxiety about the future. The reliability of the system must first be recovered by
eliminating such issues as the hollowing out of the National Pension Plan. Based on that, the
following items must be considered in an integrated manner: a) review of the benefits; b)
modalities of the state burden of basic pension benefits; and c) optimization of insurance
premium rates. From this viewpoint of balancing the sustainability of the pension system and
economic revitalization, efforts will be made to constrain the standard insurance premium
rates as much as possible. At the same time, the role of private pension plans will be enhanced
by such means as eliminating special corporate tax and raising the contribution limit of the
defined contribution pension.

(2) Creation and fostering of the wellness industry

To promote high-quality services that meet the diversified needs of the people, METI will
collaborate with various members of the wellness industry to implement as model projects
such items as human resources development, information system development and health
improvement program development, and will disseminate the achievements of such projects.

Wellness industry creation assistance project                  JPY3 billion (new)



9

Measures to be continued/enhanced

1. Further facilitation of business and industrial reorganization

By fully utilizing such policies as the Law on Revitalization of Industrial Dynamism and
Guidelines for Early Revitalization of Business, business and industrial reorganization will be
steadily advanced. Also, efforts will be made to further facilitate corporate reorganization
through speedier and more transparent screening of combining businesses, and elimination of
additional tax on consolidated accounting.

2. Support for SMEs with motivation and potential

Continued efforts will be made toward the fostering of SMEs which have motivation and
potential, that will become the source of Japan’s economic vitality.

(1) Supplying funds to SMEs in a smooth manner

SMEs with the motivation and skills to take on challenges must be kept from becoming
bankrupt due to the current difficult financial and economic environment. In order to support
such companies, METI will continue to expend all possible means to establish financial safety
net measures, by steadily implementing such items as the system to facilitate flow of funds
and to guarantee refinancing, and the system of safety-net guarantees and loans.

Moreover, to break away from overdependence on real estate security, METI has been
working on establishing and improving the guarantee system of loans collateralized by trade
receivables, and will continue to enhance the method of supplying funds in a manner that does
not depend heavily on real estate collateral and guarantors.

Safety-net guarantees and loans                JPY1.5 billion (JPY1.2 billion)

(2) Revitalization of SMEs using the SME Turnaround Support Committee

With the aim of further accelerating the reorganization of SMEs, many items will be
addressed including setting up consultation desks, reinforcing support for formulating
reorganization plans, and improving post-formulation follow-ups of such reorganization plans.
These will be done in order to enhance the SME Turnaround Support Committee.

SME Turnaround Support Committee program       JPY2.68 billion (JPY1.85 billion)
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(3) Supporting SMEs that take on challenges

In order to support SMEs that take on challenges, the following efforts, among others, will be
advanced: raising the awareness of the people regarding start-ups and venture companies;
developing a mechanism to match up high-level human resources (former company
executives, etc.) with SMEs and venture companies; and supporting new start-ups in the
commercial sector that use empty offices.

Furthermore, the structural reform of the Japanese textile industry will be carried out in a
focused manner through such means as using funds allocated to help small and medium
textile manufacturing enterprises become self-sufficient.

Projects to raise consciousness of business start-ups   JPY310 million (JPY280 million)
Former corporate and other personnel utilization promotion projects
                                            JPY570 million (JPY530 million)
Commerce schools　<repeated proposal>         JPY130 million (new)
Large-scale empty office utilization support projects   JPY350 million (JPY250 million)

(2) Developing SMEs based on strategic IT

Assistance will be given to strategic informatization of SMEs by supporting management
reform through IT use within SMEs, by such means as utilizing IT coordinators who are
knowledgeable in both management strategy and information technology.

Model project for management reform through IT use
                                            JPY1.18 billion (JPY700 million)
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II. Strengthening competitiveness through the establishment of Japanese brands

With the increased liberalization of trade and investment making competition in the
international arena increasingly fierce, in order to bring about mid- to long-term development
of the country, it is essential for Japan to incorporate the vitality of East Asian and other
countries into its economy. From this perspective, Japan plans to further increase the
attractiveness of its strong products, industries, etc., or in other words, “Japanese brands,” in
both the domestic and foreign markets. In order to do this, Japan will promote an intellectual
property strategy involving improving the attractiveness of Japanese brands through
intellectual creativity, support the improvement of the value of Japanese products, etc. and
promote the “J-Brand Concept” which integrally addresses the development of the market
environment in Japan and other countries through the establishment of an “East Asian
Business Zone,” etc.

At the same time, Japan will promote innovation through strengthening and enhancing
technological development directly linked to increasing industrial competitiveness centered
on four priority areas, and creating and nurturing research and development-oriented ventures.
Japan also plans to become a “nation based on creativity in science and technology” in which
endlessly new strengths will be born. Also, Japan plans to become one of the world’s top IT
nations through the intensive promotion of IT use related to realizing a secure and convenient
society.

Priority measures

1. Establishment of Japanese brands (Promotion of the “J-Brand Concept”)

With competition in the international arena becoming increasingly fierce, Japan will promote
an intellectual property strategy, support improving the value of its strong products and
industries and promote the “J-Brand Concept” which integrally addresses the development of
the market environment in Japan and other countries, and through its plans to strengthen the
attractiveness of its products and industries, in other words “Japanese brands,” it will actively
incorporate the vitality of other countries, beginning with East Asian countries.

(1) Promotion of an intellectual property strategy

In order for Japan to become a “Nation Built on Intellectual Property,” in which the results of
actions related to intellectual creation are the source of national wealth, the “Intellectual
Creation Cycle”–composed of creation, protection and exploitation of intellectual property–
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should be smoothly circulated on a large scale. In order to do this, METI will undertake, in
accordance with the “Program for Promoting the Creation, Protection and Exploitation of
Intellectual Properties” decided this July at the Intellectual Property Policy Headquarters,
concrete measures for the development of a human and systematic environment which
supports the sufficient protection of intellectual property and its effective exploitation.

(a) Realization of expedient and accurate patent examinations at a world-class level
Realization of prompt and proper patent examination of the world’s highest standard
In order to promote the speedy processing of distinguished inventions by quickly ensuring
their rights and, moreover, further the exploitation of research and development activities by
companies, METI plans to realize prompt and proper patent examination of the world’s
highest standard. Toward this end, Japan will promote comprehensive measures such as plans
to strengthen the examination system by significantly increasing the number of fixed-term
examiners and further increasing outsourcing. In addition, the Patent Examination Expedition
Law (Provisional/tentative Title), consisting of amendments made to related laws necessary
for prompt examinations, will be proposed at the next regular session of the Diet.

Increase in the number of fixed-term patent examiners　　　　　　　　 　　100 people (new)
Expenses for outsourcing prior art searches        JPY15.25 billion (JPY13.47 billion)
Expansion of the number of assistants for examiners  JPY700 million (JPY560 million)

 (b) Development of an intellectual property system including reviewing the section on
employees’ inventions in the Patent Law

With the aim of strengthening Japan’s competitiveness, METI will develop an intellectual
property system including reviewing the section on employee’s inventions in the Patent Law
to increase the motivation of R&D employees, etc., and to decrease companies’ patent
administration costs, etc.

(c) Strengthening countermeasures for counterfeit and pirated products

In response to the growing problem of counterfeit products in foreign countries centered on
Asian countries such as China, METI will strengthen border measures and will also support
the efforts of Japanese companies to exercise their rights. In addition, METI will take
measures that contribute to the strengthening of regulation in countries in which multiple
infringements have occurred, such as fostering government agents as a countermeasure for
infringements of intellectual property.
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(i) Increased support for fostering of human resources for positions that deal with
infringements of intellectual property in Asia (establishing a network of government agents as
a countermeasure for infringements of intellectual property in Asia)

In order to increase support for the fostering of human resources for positions that deal with
infringements of intellectual property in courts of law, customs offices, police stations, and
other ministries and agencies in various countries centered on Asia, Japan plans to further
strengthen measures against counterfeit and pirated products such as implementation of
training of 1,000 people over the next five years and providing information through creation
of a network of people in various countries.

Cooperative efforts to foster human resources as a countermeasure for counterfeit
products                                            JPY410 million (new)

(ii) Strong requests to countries in which infringements have occurred and support for
Japanese companies in countries in which infringements have occurred

Japan will request the governments of other countries to strengthen their control of counterfeit
and pirated products while utilizing a framework of bilateral and multilateral talks and
cooperating with the International Intellectual Property Protection Forum. Japan will also
promote the provision of information and consultation regarding Japanese companies,
utilizing the overseas offices of organizations such as the Japan External Trade Organization
(JETRO).

Projects of measures to improve the protection of industrial property
                                            JPY130 million (JPY120 million)
Projects of support for the International Intellectual Property Protection Forum
　                                         　 JPY110 million (JPY110 million)
Projects to strengthen countermeasures for the infringement of intellectual property
overseas　　                                   JPY210 million (JPY150 million)
Support for countermeasures for pirated products in the Asian region
                                             JPY300 million (JPY30 million)

(iii) Strengthening of border measures

Japan will revise the Customs Tariff Law and other related laws in cooperation with the
related government ministries and agencies, so that in cases such as those where counterfeit or
pirated products are confiscated by Customs when being imported into the country,
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information such as the name, etc. of the importer and exporter can be disclosed by Customs
to the rights-holder.

(d) Promotion of a plan for creation of SMEs in regions based on intellectual property

In order to support strategic efforts utilizing the intellectual property of SMEs and venture
companies in the region, Japan will establish a comprehensive system supporting the
application of rights regarding intellectual property and its utilization, as well as the
formulation of business plans.

Projects for supporting the intellectual property strategy of SMEs in the region
                                                     JPY 300 million (new)

(e) Support for the utilization of intellectual property through the development of a trust
system

In order to support the utilization of intellectual property in Japanese companies, METI will
develop a trust system aimed at managing intellectual property and furthering its mobility.
METI will also set up management that places importance on intellectual property through the
formulation and spread of guidelines for the creation of policies on the disclosure of
information on patents and technology, and indicators regarding intellectual property
strategies at companies.

In addition, Japan plans the integrated promotion of R&D, the acquisition of intellectual
property rights and standardization in its R&D projects. METI will also strengthen its
strategic international standardization activities through cooperation among industry,
academia, and government and further the spread of technology originating in Japan in the
global market.

(2) Support for improving the value of Japanese brands

Regarding Japan’s inherently strong products and industries such as its content industry and
its environment-related products, METI will raise the value of Japanese brands by actively
and strategically supporting sales overseas while making active use of EXPO 2005 AICHI,
JAPAN.

(a) Strategic Utilization of Contents and Design
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With the aim of furthering the international expansion of Japan’s content industry, METI
plans to establish a market for international trading in content by drastically strengthening the
operations of the Tokyo International Film Festival and to strengthen its countermeasures for
pirated products centered on Asia. METI also aims to expand the creation cycle for content
and plans to foster human resources in the areas of producing, creating, etc.

In addition, in order to realize the strategic utilization of design which contributes to
strengthening the industrial competitiveness of Japanese companies, METI will make efforts
in the area of human resources and in the development of a foundation based on human
characteristics to promote design based on such characteristics.

Project for creation of international market for content 　　　 　JPY500 million (new)
Support for countermeasures for pirated products in the Asian region (repeated proposal)
                                             JPY300 million (JPY30 million)
Fostering human resources in the areas of producing and creating content
                                             JPY140 million (JPY110 million)
Project for development of a foundation based on human characteristics (Project for
development of a basis for design)                          JPY150 million (new)

(b) Support for overseas business expansion, etc. aimed at the creation of Japan brands

In order to realize the potential of Japanese agricultural and manufactured products and
services and establish world-class brands, METI will support small and medium enterprises’
strategic sales overseas. Also, METI will promote the spread of electronic tags which
contribute to the improvement of the safety and reliability of manufactured and food products
as well as promote strategic international standardization activities aimed at the spread and
promotion of brands.

Project for support of exports (support for market expansion, etc. through overseas
expansion)                        　　　　　　　　　JPY1.23 billion (JPY340 million)
Establishment of a product traceability system through utilization of electronic tags
                                                  JPY3.50 billion yen (new)

(c) Support measures for challenges taken on by SMEs which strive to develop business in
new markets by cultivating their brand strength

Support will be provided to cope with the challenges taken on by SMEs which are working to
improve the value of products and other factors using their existing regional characteristics,
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and to enhance the strength of their brands so that they will be competitive nationally and
internationally. These measures will be implemented through providing comprehensive
support for such activities as marketing research, development of new products and designs,
and carving out new distribution routes.

Support for nurturing Japanese brands (repeated proposal)  JPY930 million (new)

(d) Discovering Japanese brands at EXPO 2005 AICHI, JAPAN

Numerous people from overseas are expected to visit EXPO 2005 AICHI, JAPAN at which
Japanese brands will be introduced through exhibitions of products and content utilizing the
strengths of the country and the utilization of state-of-the-art technology such as high-
performance robots and provision of advanced information services. Toward this end, METI
will begin full-scale preparation for the exposition to be held at the end of FY2004 (March 25,
2005).

In particular, Japan will actively make proposals to the world regarding its advanced energy
and environmental technologies such as its use of new energy sources in government
buildings, its active introduction of fuel cell buses and its use of biomass plastics.

Promotion of development of EXPO 2005 AICHI, JAPAN and government exhibition
projects, etc.                          JPY38.84 billion (JPY18.21 billion)

(3) Development of market environment in Japan and overseas through the formation of an
“East Asian Business Zone,” etc.

In order to incorporate the vitality of foreign countries, including East Asian countries which
have rapidly developing economies, Japan plans to form an “East Asian Business Zone”
through promotion of economic partnerships. Japan will also move forward in liberalization
and development of rules regarding international trade and investment at the new WTO round.

(a) Formation of an “East Asian Business Zone”

Japan will form an “East Asian Business Zone” by strengthening economic partnership with
fast-growing East Asian countries through the promotion of economic partnership centered on
FTAs and the strategic utilization of ODA, etc.

(i) Strengthening economic partnerships
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In forming an “East Asian Business Zone,” Japan plans to first strengthen its economic
partnerships with the ROK, ASEAN, and its member countries. As the basis of such economic
partnerships with East Asia, by October, Japan plans the substantive agreement on and early
conclusion and implementation of an economic partnership agreement with Mexico that
would be Japan’s first substantive liberalization.

(ii) Utilization of ODA centered on the establishment of rules and systems such as those to
protect intellectual property rights

In order to promote further economic partnership within East Asia, it is necessary to establish
harmonized and integrated intra-regional rules and systems conducive to trade and investment.
Toward this end, Japan will provide cooperation in priority areas such as intellectual property
rights, standard and conformity assessment, logistics, environmental protection and energy
conservation, and development of human resources for industry. In addition to continued
support through the dispatch of experts and training, Japan will engage in on-site model
projects to demonstrate and enhance the effectiveness of such rules and systems..

Model projects for improving the trade and investment environment in East Asia
                                                      JPY1.50 billion (new)

 (b) Efforts regarding the new WTO round

In the new round of the WTO, Japan will promote the worldwide liberalization of
international trade and investment through well-balanced realization of the improvement in
market access and the strengthening of rules towards the negotiations deadline of January
2005. In particular, Japan aims to improve the international business environment of
companies through the formulation of multilateral investment rules and the strengthening of
anti-dumping rules.

2. Promotion of innovation

Japan plans its economic revitalization through innovation, and in order to realize itself as a
“nation based on creativity in science and technology,” it will further promote
technological development directly linked to increasing industrial competitiveness centered
on four priority areas. At the same time, the restructuring of the Japanese technical innovation
system will be promoted through support for R&D-oriented ventures and a mechanism will be
developed for utilizing the results of research and development. In addition, the formation of
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industrial agglomerations (clusters) in local areas will be further deepened and advanced.

(1) Strengthening and enhancing R&D projects including “Focus 21”

Regarding R&D programs, METI will strengthen and enhance R&D projects aimed at
economic revitalization started in FY2003, while reviewing them from the perspective of
implementing effective and efficient research and development. In addition, METI plans to
further promote R&D-related measures such as international standardization.

Strengthening and enhancing R&D projects including “Focus 21”
                                  Focus 21: JPY48.88 billion (JPY36.69 billion)
Next-generation robot utilization project                     JPY4.33 billion (new)
Bioprocess utilization development project                   JPY2.96 billion (new)
Next-generation high-speed communication equipment technological development
project                                                JPY2.50 billion (new)
Laminated memory chip technological development project　　　　JPY300 million (new)
Nanomedical device development project  　　　　　　　　　　　　　 JPY300 million (new)
Next-generation semiconducting material and process basic project  
                                             JPY5.90 billion (JPY4.55 billion)
Next-generation robot basic project
                     　　　　　　　　　　　　　　　    JPY3.65 billion (JPY2.37 billion)
Environmentally adaptive high-performance light aircraft project
                                       　　　　JPY3.00 billion (JPY1.00 billion)
Business grid computing project
                       　　　　　　　　　　　　　　 JPY2.80 billion  (JPY2.80 billion)
Quasi-zenith satellite system basic project (including related costs)
                                            JPY2.28 billion (JPY1.89 billion)
Nano-processing and　nano-measurement technology <3D nanometer estimating standard
substance creation technology>                  JPY700 million  (JPY260 million)
Acquisition of international standards 　　　　　　　    JPY1.46 billion (JPY1.46 billion)

(2) Restructuring of technological innovation system through support for R&D-oriented
ventures

In order to link the results of research and development with increased competitiveness,
METI will enhance and strengthen its support for the utilization of research and development
in R&D-oriented ventures by establishing a support system for research and development
carried out by multiple R&D-oriented ventures (such as university-launched ventures and
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spin-off ventures) in cooperation with venture capitalists, etc.

In addition, METI will support research aimed at industrialization in universities through the
expansion of competitive capital and matching funds, as well as speed up the “1,000
University-Launched Ventures Plan” by promoting further university-industry collaboration
through plans for the utilization of TLOs with outstanding technological transfer capabilities
(Super TLOs), etc.

Costs related to the “1,000 University-Launched Ventures Plan” (repeated proposal)*
                                           JPY61.71 billion (JPY43.43 billion)
Industrial technology utilization development support project (support for R&D-oriented
ventures) (repeated proposal)                    JPY13.15 billion (JPY6.13 billion)
Industrial technology research support project (competitive capital) (repeated proposal)
                       　　　　　　　　　　　　　　　  JPY7.80 billion (JPY5.28 billion)

(3) Fostering management of technology (MOT) human resources

In order to create a steady connection between research and development in companies and
increased competitiveness, METI will support universities and private-sector educational
institutions which are making efforts in fostering management of technology (MOT) human
resources which are knowledgeable about both technology and management.

Promoting the introduction of programs which foster MOT human resources
                                            JPY1.70 billion (JPY200 million)

(4) Promotion of formation and enhancement of a human resource network aimed at
deepening industrial clusters and the utilization of technological development in local areas

In order to further deepen and develop the formation of industrial agglomerations (clusters) in
local areas, METI plans to promote the formation and enhancement of human resource
networks aimed at the support of operations (such as strengthening of financing,
strengthening of selling power, and strengthening of the protection of intellectual property
rights) and the utilization of technological development in local areas. METI also plans to
strengthen intervention functions such as the development of entrepreneurial education
facilities.

Industrial clusters plan-related budget            JPY55.15 billion (JPY41.35 billion)
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3. Social innovation through the utilization of IT

Japan’s IT infrastructure has developed quickly under the e-Japan Strategy (January 2001),
but many issues remain in terms of its utilization. In order for Japan to become one of the
world’s top IT nations, METI will set specific goals based on the e-Japan Strategy II (July
2003) and intensively promote the utilization of IT, which is connected with the realization of
a secure and convenient society and better competitiveness, as well as move forward with the
necessary environmental development.

(1) Promotion of the utilization of IT in advanced fields

With the aim of realizing a secure and convenient society and better competitiveness, METI
will intensively promote the utilization of IT in advanced areas such as the spread of home
information appliances and the introduction of electronic tags.

(a) Promotion of strategic IT in advanced fields such as the spread of home information
appliances

METI will increase convenience and security in people’s lives and improve competitiveness
by promoting the introduction of IT in fields presented in the e-Japan Strategy II such as
medical care, daily life (home information appliances) and SME finance, through the sharing
and standardization of technology, technological development, and demonstrations of
experiments, and by advancing structural reform.

Projects for promotion of strategic IT in advanced fields　　　　　　　JPY4.84 billion (new)

(b) Strengthening of industrial competitiveness through the introduction of electronic tags

METI will make the entire supply chain more efficient and advanced, beginning by improving
the traceability of products by moving forward with the environmental development
necessary for the spread of electronic tags through standardization, demonstrations of
experiments and technological development.
  

Establishment of a product traceability system utilizing electronic tags (repeated
proposal)                                        JPY3.50 billion (new)

(c) Creation of the best e-government in the world
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(See 1. under IV. Efficient provision of high-quality public services)

(2) Promotion of infrastructure development for the introduction of IT

In order to develop the social infrastructure for IT, such as a safe and secure utilization
environment, which is essential for promoting the utilization of IT, METI will promote
strengthening of software engineering and security measures;

(a) Creation of a Software Engineering Center (SEC) in cooperation with industry and
academia

Together with industry and academia, the government will create a center (Software
Engineering Center) for the investigation, research, development and spread of practical and
systematic development methods to develop highly reliable and high-quality software and
work to strengthen software engineering.

Creation of a Software Engineering Center in cooperation with industry and academia
                                                      JPY2.75 billion (new)

(b) Enhancement of security measures

In response to the threat of computer viruses, METI will carry out the technological
development necessary for the establishment of an environment in which everyone can take
advantage of the convenience of advanced information and telecommunications networks
without having to worry, through the creation of mechanisms in which society makes efforts
as a whole and the creation of mechanisms which ensure the safety of information systems in
important areas of infrastructure, such as electric power.

Information security infrastructure development 　　  JPY2.94 billion (JPY2.13 billion)

(c) Infrastructure development aimed at the realization of an information economy

METI will advance the development of the type of environment necessary for the progress of
IT in the Japanese economy through the creation of an alternative dispute resolution scheme
in which consumers can consult service providers freely, aimed at quickly resolving problems
related to electronic commerce, as well as through widespread publicity regarding protection
of personal information for service providers and consumers, aimed at the full-scale
implementation of the Personal Data Protection Law, enacted in May this year.
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Trials related to Internet ADR　　                   JPY120 million (JPY80 million)
Publicity of policies related to protecting personal information
                                              JPY60 million (JPY80 million)

Measures to be continued/enhanced

1. Promotion of direct foreign investment in Japan

Direct foreign investment in Japan contributes to the introduction of new technologies and
management know-how, the maintenance and ensuring of employment, and the enhancement
of consumer benefits. With the aim of doubling direct foreign investment in Japan over the
next five years, METI will take measures such as simplifying and clarifying administrative
procedures, developing a business environment facilitating cross-border mergers and
acquisitions, and supporting activities to attract foreign businesses.

Promotion of direct foreign investment in Japan 　　　　JPY2.23 billion (JPY1.64 billion)

2. Creation of market rules as a basis for economic transactions

METI will improve infrastructure for the development of a consumer market through the
creation of rules that ensure fair transactions between business and consumers, and that
prevent problems, and through the strengthening of the administration of those rules. METI
will also develop a commodity future market which provides price fluctuation risk hedging
and capabilities for forming fair price indices.

Promotion of accurate consumer administration  　　  JPY860 million (JPY740 million)
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III．Creation of a new eco-energy society

A stable energy supply system that is environmentally harmonious and able to respond

flexibly to domestic and international change is a prerequisite of sustainable economic and

social growth and stable development. Recognizing the constraints of Japan’s lack of natural

resources instead as a source of dynamism, METI simultaneously seeks environmental

harmony and enhanced competitiveness.

　

With the Kanto region electricity supply/demand problem in mind, METI is aiming for a

revision of environmental and energy measures that will address with precision the current

grave concerns about global warming and changes in the energy supply/demand structure.

Specifically, METI is working to revive confidence in nuclear safety and to realize a more

stable electricity system, and it will also deliberate on an eco-energy society for the mid- to

long term based on the Basic Plan for Energy Supply and Demand currently under

consideration, including the promotion of on-site electricity generation that harnesses

hydrogen energy.

Priority measures

1. Establishing nuclear safety and credibility

METI has made the utmost efforts to ensure nuclear safety in the wake of the series of

falsification incidents at nuclear power plants last year, based on fundamental revisions under

the new safety regulation system including strengthened monitoring of quality assurance

systems by the licensees. In addition, METI is expending all efforts to regain public

confidence in nuclear safety and to allay concerns by engaging in an outgoing public relations

campaign including holding public meetings regarding safety measures, particularly in the

communities neighboring the plants.

Nuclear safety/emergency measures     JPY33.36 billion (JPY31.68 billion)

2. Efforts to achieve a stable electricity supply
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In addition to accurately implementing the systemic details of the amended Electric Utility

Law, METI is continuing deliberation of appropriate systems and measures related to back-

end nuclear power operations. Based on this summer’s threatened electricity shortages in the

Kanto region, METI aims to develop a wide-area electricity distribution network, to promote

the introduction of on-site energy generation nationwide (see Priority Measure 3.), to consider

peak demand control measures and to realize a more stable electricity system.

(1) Development of a wide-area electricity network

In order to encourage the wide-ranging and stable flow of electricity, METI is conducting a

study into the cost-effectiveness of improvements to electricity transmission infrastructure

such as inter-regional electric power lines, and into measures for a stable supply flow in

general.

Electric grid infrastructure development study                 JPY260 million (new)

(2) Promotion of on-site power generation

In order to promote the introduction of new energy and other on-site energy sources, METI is

engaged in technological development of on-site power generation, with practical research

contributing to direct current power supply appropriate to the information age and the

resolution of power flow constraints that arise when multiple on-site generators are plugged in

together.

Project for practical research on the new energy network system 　 JPY1.1 billion (new)

Compact, highly efficient natural gas cogeneration technological development project

                                            JPY240 million (JPY120 million)

(3) Measures to control peak power demand

In order to bring about a more equalized electricity demand structure through peak-shifting

and peak-cutting of power demand, METI will develop a model project that introduces

advanced loading equalization instruments and systems, and will engage in a PR campaign
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emphasizing the importance of loading equalization.

Advanced loading equalization instruments model project    JPY1 billion (new)

Advanced loading equalization gas air conditioning system model project

                                                      JPY530 million (new)

METI will also conduct a survey in order to gain an accurate grasp of the power demand

structure during the summer and winter peaks and realize effective electricity conservation

measures and loading equalization.

Demand structure analytical survey                         JPY300 million (new)

3. Using new energy in the nationwide promotion of on-site generation

In order to use new energy that contributes to the establishment of an on-site energy systems,

METI is accelerating practical application of fuel cells and advancing introduction of solar

power, wind power, biomass and highly-efficient cogeneration.

(1) Promotion of commercialization and diffusion of fuel cells through technological

development and a review of regulations

In order to contribute to the review of regulation, METI will promote technological

development aimed at using hydrogen in a safe and economic way, and accelerate the

commercialization and diffusion of fuel cells through R&D and the demonstration and

establishment of codes and standards. METI will also launch the development of high-

temperature fuel cells, an innovative and efficient energy source.

Fuel cell-related budget                 JPY34.09 billion (JPY30.75 billion)

Development of Basic Technology for the Safe Use of Hydrogen

                                              JPY6.6 billion (JPY4.55 billion)

Development of Solid Oxide Fuel Cell System Technology        JPY1.7 billion (new)

(2) Promotion of introduction of wind power/biomass electricity generation
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In order to resolve the high cost and instability of new energy sources, METI will continue

technological development toward lower cost and more stable output, and provide support to

local governments, businesses and NPOs for installation of new energy facilities.

Support for businesses installing new energy　　  　　JPY59.08 billion (JPY51.53 billion)

Development of technology to stabilize wind/photovoltaic-generated electricity flow

JPY5.69 billion (JPY4.75 billion)

Promotion of technological development and practical research on commercialization of

biomass energy use      JPY10.46 billion (JPY5.64 billion)

4. Consideration of long-term energy supply and demand outlook

In order to properly address rising concern about global warming and environmental changes

involving energy such as the changes in the energy supply/demand structure, METI will

consider and elaborate a strategy for bringing about the desired mid- to long-term energy

society and is revising the mid- to long-term outlook for energy supply and demand based on

the Basic Plan for Energy Supply and Demand, which is currently under consideration.

Measures to be continued/enhanced

1. Efforts toward balance between the economy and the environment

METI aims to overcome the environmental constraints of global warming and waste in

balance with the economy by strengthening industrial competitiveness and expanding the

environmental market, focusing on environmental management and technology.

(1) Performance on measures to counter global warming

METI is working on measures in a comprehensive fashion in the lead-up to the 2004 revision

of the “Guidelines for Measures to Prevent Global Warming,” which will contribute to the

resolution of global warming without placing too great a burden on either economic activity

or people’s lifestyles.
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Support for development of Kyoto mechanism infrastructure

   　　　　　　　　　　　　　　　　　　　　　　　　　　　      JPY4.46 billion (JPY2.27 billion)

Model project for measures to strengthen the consumer sector       JPY1 billion (new)

Technological development for prevention of global warming

                                             JPY7.45 billion (JPY7.11 billion)

(2) Creation of a recycling-oriented economy and society

METI is encouraging the creation of a recycling-oriented economy and society through the

formulation of appropriate recycling rules and by expanding ventures in the recycling

business.

Ecotown project　　　　　　　　　　　　　　　　　　　    　　JPY1.7 billion (JPY2.68 billion)

Promotion of recycling of vehicles, electric appliances and containers and packaging

materials　　　　　　　　　　　　　                   JPY920 million (JPY830 million)

Development of high-level maintenance system to extend longevity of industrial and

social capital structure                                   JPY100 million (new)

(3) Efforts to expand the environmental market

METI is putting environmental management and environmental technology at the center of its

efforts to strengthen industrial competitiveness and seeks the expansion of the

environmentally friendly goods and services market through the promotion of environment-

friendly business management, support for environmental business ventures and revision of

the criteria for green procurement.

Promotion/fostering of environmental business       JPY340 million (JPY160 million)

General technological development of innovative next-generation low-emissions vehicles

                                                      JPY100 million (new)

(4) Strengthening measures regarding environmentally harmful materials and management of

chemical substances

　

In line with the full introduction of vehicle model regulations based on the Automobile

NOx/PM Law, METI will provide support to businesses to replace their fleets with vehicles
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which comply with the new regulations. In regard to the management of chemicals, it is

strengthening measures such as introducing inspections and a regulatory framework focusing

on the potential for emissions into the environment based on amendments to the Chemical

Substances Control Law, and supporting technological development to reduce emissions. It is

also developing measures to curb emissions of CFCs in order to protect the ozone layer and

prevent global warming.

Measures to ensure safety of chemical substances     JPY870 million (JPY670 million)

Measures to curb emissions through CFC replacement

                                             JPY370 million (JPY380 million)

2. Promotion of energy conservation measures

METI is supporting energy conservation measures, chiefly in the consumer and industrial

sectors where energy consumption is increasing rapidly. These measures include energy

management in workplaces based on the amended Law Concerning the Rational Use of

Energy (Energy Conservation Law) and support for a Top Runner system, ESCO projects,

reduction of engine idling times (“idling stop”) and technology development. METI is also

backing the joint energy conservation measures of multiple organizations such as transferring

heat generated by factories to other factories or offices.

Promotion of energy conservation measures harnessing ESCO project

                                      Part of JPY30.53 billion (JPY28.5 billion)

Promotion of “idling stop”　　　　　　　　　　　　　　　    JPY300 million (JPY150 million)

Promotion of energy conservation measures in houses and buildings

                                         　　 JPY7.49 billion (JPY7.19 billion)

Promotion of energy conservation measures through multiple organization links

                　　　　　                    JPY14.95 billion (JPY12.28 billion)

Realization of breakthroughs through support of energy conservation technology

development 　　      　　　                    JPY7.16 billion (JPY5.12 billion)

3. Oil and gas measures

METI will develop measures to strengthen the foundations of the Japanese oil industry,
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plotting a comprehensive resource strategy to ensure adequate energy security including

independent development in strategic regions such as Russia, strengthening Japan's

relationships with major oil-producing nations and stockpiling oil and LPG, based on the

evolution of the international oil market, trends in oil and natural gas development and the

existing refining overcapacity in Japan.

Strengthening relationships with oil- and gas-producing nations

                                          JPY14.66 billion (JPY15.64 billion)

Support for oil and natural gas resource development

  　　　                                     JPY53.31 billion (JPY52.3 billion)

Measures for structural improvement of the oil industry

                                        　　JPY52.78 billion (JPY53.07 billion)

Implementation of effective and efficient stockpiling operations

                                        JPY241.24 billion (JPY263.32 billion)
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IV．Efficient provision of high-quality public services

Without high-quality public services that enhance both the effectiveness and efficiency of

policy measures, it is impossible to realize a competitive national economy.

Therefore, based on the recently published METI e-Government Creation Plan, METI will

establish an e-government that responds to the needs of citizens, bringing about a revolution

in public services in the process.

The Basic Policies 2003 incorporates efforts to reform the budget formulation process through

the introduction of “model projects” and “policy groups,” and METI will take the initiative

here by making the e-government-related budget a model project and providing youth

unemployment measures and support for the introduction of low-emission vehicles as policy

groups.

Furthermore, METI will strive to make revisions to the involvement of the state, provision

structures and methods and will work to ensure the efficient and effective operation of

independent administrative institutions as required by the content and nature of public

services and any changes in the domestic or international situation.

Priority measures

1. Creation of the best e-government in the world

In accordance with the METI e-Government Creation Plan (July 2003), Japan should be in a

position worthy of the title of having the most advanced e-government in the world from 2006

onward. By the end of 2005 the usage ratio of the electronic application and submission

system is to be equal to that of the dissemination of the Internet, and a work systems

optimization plan centered on internal administrative work is to be decided at the earliest

possible date. In order to achieve this, METI is unifying work reforms and systematization

harnessing the knowledge of the CIO aides.

e-Government Creation Plan Promotion Project　　　　　　JPY5.57 billion (JPY5.69 billion)
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2. “Model projects” and “policy groups”

As model projects being undertaken by the government as a whole, METI is streamlining

METI work systems and optimizing a patent administration systems-related budget which

should serve as cutting-edge practical models for the efficient execution of budgets.

With regard to “policy groups,” which are designed to bring an integrated approach to budget

and systems reforms with ministries and agencies working together, METI is taking action to

implement policy efficiently and spark private demand in policy fields such as combating

youth unemployment, technological development-driven regional economic revitalization and

the promotion of low-emission vehicles.

3. Diversification of public service providers and methods, effective administration of the

independent administrative institution system

METI will strive unflaggingly to make revisions to the involvement of the state, provision

structures and methods as required by the content and nature of public services and any

changes in the domestic or international situation, in order to allow the efficient provision of

high-quality public services. This includes giving consideration to the introduction of systems

incorporating a greater role for the private sector in the areas of industrial plant

standardization and mine safety.

In addition, based on the Reorganization and Rationalization Plan for Special　Public

Institutions decided by the Cabinet in December 2001, four special public corporations (Japan

External Trade Organization (JETRO), New Energy and Industrial Development Organization

(NEDO), Japan Nuclear Energy Safety Organization and Japan Water Agency) will become

new incorporated administrative agencies this year, and three more next year. METI is

working to manage the independent administrative institution system efficiently and

effectively, including those institutions already established, and aims to maximize the cost-

benefit ratio in its quest for a successful outcome.


