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1.

SUMMARY

The Council for Decentralization Reform has spelt out the direction in which the reform is to
take place “from reaching the national minimum to achieving the local optimum.” The results
of a self-assessment made by the prefectures of Gifu and Aomori have demonstrated that the
government services that have to be provided by the prefectures could be roughly halved. It is
also felt possible to reduce the services provided by the prefectures to about a fourth by
adopting a new vision that would completely take out the police services from the scope of
prefectural governments, and that would put the public universities and hospitals into the hands
of non-public servant type independent administrative corporations or privatize them.

The biggest barrier to their transfer into the hands of non-public servant type independent
administrative corporations lies in the monetary remuneration system, including salaries and
retirement allowances, seeing that pay conditions in the public sector are better than in the
private sector so that public servants have no incentive for accepting the change to non-public
servant status. The negative reserve in the post-retirement pension fund for national and local
public servants currently stands at 143 trillion yen, a situation that itself weighs heavy on public
finance.

In order to accelerate the pace of administrative-financial reform in the direction of bringing
about the disintermediation of administrative services and the transfer of public services into the
hands of non-public servant type independent administrative corporations, it would therefore be
necessary to revert to the fundamental principle of “bringing public servant pay conditions in
line with the average standard applicable to comparable positions in the private sector” and
implement a full package of measures, including a 20% reduction in the retirement and the
integration of the Pension Fund for Local Government Officials and the National Public Service

Personnel Fund schemes with the welfare pension scheme.
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