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EDITORIAL

The Diet has started deliberations on a bill to revise the 
board of education system, which would enable local 
government heads to almost directly intervene in edu-
cation at local schools. This would destroy the neutrali-

ty of school education from political influence.
Both ruling and opposition lawmakers should remember 

that the board of education system was introduced after 
World War II to prevent school education from being used as a 
political tool — as before and during the war when children 
were instilled with the then regime’s ethnocentric and milita-
rist doctrine. The bill should be scrapped, and lawmakers 
should instead consider how to make boards of education 
function better under the current system when responding to 
various problems at school such as bullying.

Currently a board of education — set up both at prefectural 
and municipal levels — in principle consists of five members 
appointed by the local government head with the consent of 
the local assembly. Board members then select from among 
themselves their chief as well as the head of the board’s secre-
tariat, who will serve under the board’s authority.

Under the proposed revision, the positions of the education 
board chief and the head of its secretariat would be combined 
into the new position of education chief. The local govern-
ment head would directly appoint and dismiss the education 
chief, thereby effectively turning the education chief into a 
subordinate of the local government head. The education 
chief would have a three-year tenure, while members of the 
education board would serve only on a part-time basis.

Such matters as selection of textbooks used at public 
schools as well as appointment and transfer of teachers would 
continue to be under the jurisdiction of the local board of ed-
ucation. But the local government head would be able to in-
fluence the board’s decisions through the “comprehensive 
education council,” which would be newly set up in each mu-
nicipality and prefecture and composed of the local govern-

ment head, the education chief and members of the 
education board.

The council would normally deal with such urgent matters 
as bullying at schools, as well as budget-related issues includ-
ing integration or abolition of schools. But since the council 
would also discuss “education suitable to a local situation,” 
the local government head would be able to intervene in the 
content of education provided at local schools. If the council 
decides at the initiative of the local government head to teach 
children to have respect for tradition and patriotism, the 
board of education would be bound by the council’s will in se-
lecting textbooks. This is because, according to the bill, the 
members of the council must respect its decisions.

It’s possible that the local government head would use the 
council as a means of carrying out his political agenda de-
signed to attract voters. The board of education could be 
turned into an organ that would only rubber-stamp decisions 
by the council — in which case an argument for abolishing the 
board of education itself might gain momentum.

The board of education system was originally designed to 
prevent direct involvement in education by the local govern-
ment head, who holds strong powers over local affairs includ-
ing budgetary matters. If the bill is enacted as is, it would be 
tantamount to rejecting the board of education system.

Talk of revising the system was triggered by the 2011 suicide 
of a junior high school student in Otsu, Shiga Prefecture, who 
had been bullied by his classmates. In that tragedy, the local 
education board came under fire for failing to take proper ac-
tion. The government should first consider how to strengthen 
the function of boards of education, rather than weakening 
them as the bill seeks to do.

Behind the legislation is Prime Minister Shinzo Abe’s wish 
to increase the government’s involvement in school education 
by reversing some features of postwar education reform. His 
effort to politicize education must be stopped.

Abe turns back clock on education

The number of elderly people who are suffering from se-
nile dementia or whose health is so bad that they can-
not receive nursing care services at home has been on 
the increase as the graying of Japan’s population pro-

gresses. The government needs to help establish a sufficient 
number of critical care nursing homes for the aged (tokubetsu 
yogo rojin homu, or tokuyo for short) in a systematic way.

Demand for government-subsidized tokuyo homes is 
strong because residents in tokuyo homes can receive a wide 
range of nursing care services, including help with eating, 
going to the bathroom and bathing for relatively low charges.

Some applicants have to wait two years before being ac-
cepted by tokuyo homes. According to the health and welfare 
ministry’s survey, as of Oct. 1, 2013, some 524,000 people na-
tionwide were on a waiting list after applying for admission 
into tokuyo homes — an increase of some 103,000 from four 
years before.

Even if that number includes those who applied for more 
than one tokuyo homes and whose conditions are not so se-
vere, it is safe to say that tokuyo homes are in considerably 
short supply. The survey shows that people with fairly severe 
to extremely severe conditions account for about 70 percent of 
the applicants for tokuyo homes.

There are several reasons for the shortage. Construction of 
such facilities in urban areas are often hampered by the high 
costs involved. The central and local governments are less en-
thusiastic than before about helping open tokuyo homes be-

cause they want to slow the rise in total spending for services 
under the nursing care insurance system.

To make up for the shortage of tokuyo homes, specially-de-
signed residences for the aged — mainly those who do not 
have serious physical conditions — are being constructed in 
large numbers. In principle, services provided at these facili-
ties are not covered by the nursing care insurance system, al-
though staff at such houses regularly watch over the 
conditions of the residents and give advice on their daily lives.

But when the conditions of residents of these houses wors-
en, they need to move to tokuyo homes or to medical institu-
tions that provide nursing care services.

Because the number of elderly people with serious condi-
tions is steadily increasing, the need for tokuyo homes as peo-
ple’s last abode is increasing. But building more tokuyo homes 
without a well thought-out plan will place an undue financial 
burden on the nursing care insurance system because the ser-
vices provided at tokuyo homes are costly. Therefore it is im-
perative that the number of tokuyo homes be increased with 
due attention paid to the financial conditions of the nursing 
care insurance system and people’s needs.

The central government is now pushing a plan to create a 
community-based system in which medical and nursing care 
services for the elderly will be efficiently coordinated by 2025, 
when all remaining postwar baby boomers will be age 75 or 
older. It should realize that the planned system will not work 
properly without a sufficient number of tokuyo homes.

A need for special nursing homes

THE GLOBAL PERSPECTIVES

KYODO

Accidents can happen and there could 
be calamities for which little can be 
done or explained, as in the latest case 
of the missing Malaysian airliner. The 
sinking of the ferry Sewol is not such a 
disaster, which deepens the pain over 
the loss of the lives of innocent people, 
many of them high school students.

The news reports appear quite similar 
to past mass disasters in which a combi-
nation of human error and the lack of an 
effective system to prevent and cope 
with these incidents worsened the situa-
tion. If disasters on this scale continue, 
there may well be fundamental prob-
lems with our safety systems.

The most unfortunate thing was that 
the Sewol and its passengers had an ut-

terly incapable and irresponsible cap-
tain and crew. If they had acted as any 
ordinary maritime officer would have in 
such a situation, many more passengers 
could have jumped off the ship in time 
and gotten picked up by rescue boats.

The captain and two other crew mem-
bers were arrested Saturday, three days 
after they abandoned their own ship, 
leaving hundreds of young students and 
passengers behind.

It still is a mystery why they kept ad-
vising passengers to stay inside their 
cabins for about two hours even after 
the ship began listing.

The captain, one of whose first jobs on 
land was to dry his bank notes, deserves 
punishment. More crew members are 
set to be charged as a result of the inves-
tigation. It is clear that the Sewol’s crew 

lacked the capability to operate a ferry 
that can carry up to 956 passengers plus 
a minimal sense of responsibility.

The lack of an effective safety system 
by the company that runs the Sewol as 
well as maritime authorities should be 
blamed. They did not make the right 
pre-departure safety checks, as only two 
of the 46 rescue boats were put into the 
sea and there were only 270 life jackets.

The government appears to have done 
little the past two decades [to make mar-
itime transportation] safer. We remem-
ber that one of President Park 
Geun-hye’s first jobs was to rename the 
Ministry of Public Administration and 
Security to the Ministry of Security and 
Public Administration. It turns out that 
the change was in name only.

The Korea Herald, Seoul (April 21)

Preventing ferry disasters

Paul Atkinson, Wolfgang Michalski, 
Leif Pagrotsky, Robert Raymond 
and Kumiharu Shigehara
Paris

At the root of the euro crisis was not only 
a sovereign debt crisis, but also a bal-
ance-of-payments crisis. A multifaceted 
approach is required to restore the euro 
area economy back to a sustainable 
growth path.

The euro area (eurozone) crisis has 
often been characterized as a sovereign 
debt crisis. Indeed, it was triggered by a 
sudden loss of market confidence in the 
sustainability of Greek government fi-
nances. Similar doubts quickly spread to 
Portugal and Italy.

For some other countries that were 
subsequently hit by the crisis, however, 
the root cause lay in persistently above-
average price inflation driven by a build-
up of private-sector debt, notably in 
Spain and Ireland where the problem 
was exacerbated by housing market 
bubbles. This was financed essentially 
by borrowings from banks which in turn 
relied on capital inflows from abroad.

Localized troubles became systemic 
as they were transmitted widely by a 
highly interconnected and under-capi-
talized banking system.

Exacerbating these developments 
were concerns in financial markets that 
the potential unsustainability of some 
sovereign debt and the political costs of 
adjustment could cause the break-up of 
the euro area itself.

In a number of euro area countries 
with a history of frequent devaluation 
against the German mark, deeply em-
bedded expectations of higher inflation 
than the European Central Bank (ECB) 
was ever likely to permit persisted even 
after they joined the euro area. The con-
sequence was substantial reductions in 
local real interest rates. 

These led to sharp rises in not just de-
mand for housing but also consumer 
and business spending more generally. 
The end result was wage and price infla-
tion out of line with the euro area aver-
age, implying a deterioration of 
international price competitiveness and 
unsustainable balance-of-payments im-
balances. 

No longer able to adjust nominal ex-
change rates to regain international 
competitiveness, those countries were 
forced by financial market pressure to 
correct external imbalances by deflating 
domestic demand. This involved both 
extensive nonfinancial sector deleverag-
ing and harsh fiscal consolidation.

Especially in those countries where 
nominal wage rigidity has been particu-
larly strong, wage and price deflation to 
achieve external adjustment has been 
realized at the heavy cost of depressed 

economic activity and rises in unem-
ployment to socially unbearable levels.

A multifaceted approach is required 
to prevent a vicious circle of public- and 
private-sector deleveraging leading to 
weaker economic activity, which in turn 
results in a further deterioration in 
banks’ asset quality. The consequence 
would be tighter credit supply which 
would further delay economic recovery. 

As concerns governments, the follow-
ing four challenges stand out:

A resilient and healthy banking sys-
tem supportive of growth requires trans-
parent accounting that avoids surprises 
like that recently reported by the Italian 
bank UniCredit. It also requires far 
stronger equity capitalization of large 
banks than exists today and separation 
of large, high-risk derivative portfolios 
from the deposit banking activities of 
the core monetary system. A credible 
banking union must include at least the 
full euro area membership.

To the extent that the roots of the cri-
sis are related to divergent trends in 
competitiveness and productivity, mac-
ro-economic policy approaches need to 

be complemented in many countries by 
micro-economic reforms. 

In particular, given the threat to the 
viability of the euro area as a whole aris-
ing from divergences between France 
and Germany, the French government 
needs to build public support for funda-
mental structural reform. This includes 
support for measures which contribute 
to a better functioning of product, ser-
vices and labor markets, and not just 
those limited to financial markets. In 
some countries it also means shifting re-
sources within public budgets from 
transfers to productivity enhancing in-
vestments.

Most importantly, relying on nominal 
demand deflation and specific micro-
economic reforms to restore competi-
tive positions in countries on the 
periphery is not enough. Governments 
must establish a reliable legal and regu-
latory environment and a general eco-
nomic and social climate that is 
conducive to investment, innovation 
and risk-taking.

Moreover, competitive forces operat-
ing across the whole euro area, especial-
ly in labor markets, must be strong 
enough to ensure that cross-county di-
vergences in cost competitiveness do 
not simply re-emerge as soon as growth 
and activity recover.

As creditor countries such as Germa-

ny still have very high debt/GDP ratios 
and expect pressure on public budgets 
to increase in the future, it would not be 
wise to recommend to them to give up 
on budgetary discipline. But these coun-
tries should take the lead in micro-eco-
nomic reform at national level and in 
further opening and deepening the Sin-
gle Market at the European level.

Turning to the ECB, its monetary poli-
cy can play a major role in facilitating 
the adjustment process by sticking to a 
“symmetrical” approach, in particular 
avoiding any deflationary bias, to stabi-
lizing price inflation at or around 2 per-
cent for the euro area as a whole. This 
will allow for enough short-term diver-
gence in cost and price inflation across 
the region to restore a more sustainable 
configuration of competitive positions. 

At the same time, it will reinforce the 
ECB’s credibility and narrow divergenc-
es in longer-run inflation expectations 
in individual member countries in the 
euro area, aligning real interest rates in 
them closer to the area average.

Finally the ECB should definitely re-
turn to its initial mandate regarding 

monetary policy and leave the bailout of 
governments, if needed, to the Europe-
an Stability Mechanism) and other Eu-
ropean institutions.

Members of the euro area have to rec-
ognize that the price for sovereignty is 
full liability for national fiscal decisions 
and full responsibility for the results of 
national economic and social policies in 
terms of economic growth, employment 
and competitiveness. 

Preparation of this article was initiated by 
Kumiharu Shigehara, president of the 
International Economic Policy Studies 
Association (IEPSA), Paris, and former 
chief economist of the Organization for 
Economic Cooperation and Development 
(OECD). The other coauthors are: Paul 
Atkinson, IEPSA executive director and 
senior fellow, and a former deputy 
director of the Directorate for Science, 
Technology and Industry at the OECD; 
Wolfgang Michalski, managing director at 
WM International and former chief adviser 
to the OECD secretary general; Leif 
Pagrotsky, former member of the Cabinet 
of the Swedish government and former 
vice chairman of the General Council of 
the Riksbank; Robert Raymond, former 
director general of the European Monetary 
Institute and adviser to IEPSA.

How to run the euro area

Michael Heise
Munich

With global rebalancing set to be high 
on the agenda at the next Group of 
Seven and Group of 20 meetings, Ger-
many, with its persistent export surplus, 
will again come under pressure to boost 
domestic demand and household con-
sumption. But the German consumer is 
a sideshow. What is needed is an invest-
ment surge in Germany and Europe, 
and a coordinated exit from ultra-loose 
monetary policies.

Massive external-account imbalances 
were a major factor behind the global fi-
nancial and economic crisis that erupt-
ed in 2008, as well as in the eurozone 
instability that followed. Now the world 
economy is in the process of rebalanc-
ing — but not in a way that many people 
had expected.

Asia’s formerly huge external surplus-
es have declined astonishingly fast, and 
Japan’s trade balance has even slipped 
into deficit. China’s current-account sur-
plus has fallen to 2 percent of GDP, from 
10 percent in 2007. Investment is still 
the Chinese economy’s main driver, but 
it has led to soaring debt and a bloated 
shadow banking sector, which the au-
thorities are trying to rein in.

The European Union, however, has 
built up a large external surplus, owing 
mainly to positive trade balances in the 
eurozone. The EU’s current-account sur-
plus in 2014, at around $250 billion, will 
be even higher than that of emerging 
Asia. With oil prices still above $100 a 
barrel, the combined surplus of oil-ex-
porting countries is of a similar magni-
tude. The United States, meanwhile, 
continues to run a sizable current-ac-
count deficit of around $350 billion to 
$400 billion.

The surprise here is the continued 
growth in the EU’s surplus. The collapse 
in imports suffered by bailed-out coun-
tries — Greece, Ireland, Portugal, and 
Spain — was entirely predictable, given 
how sharply their economies declined. 
But few economists expected that these 
countries’ exports would improve as 
quickly as they did, especially in a sub-
dued international environment. While 
Germany’s current-account surplus is 
roughly where it was in 2007, the com-
bined external balance of the bailout 
beneficiaries plus Italy (which has been 

part of the trade turnaround) has swung 
from a pre-crisis deficit of more than 
$300 billion to an expected surplus of 
around $60 billion this year.

Looking ahead, the appreciating euro 
(another surprise, especially to the 
many observers who doubted its surviv-
al less than two years ago) will compress 
the eurozone’s current-account surplus 
to some extent. An exchange rate of 
close to $1.40 poses a challenge for 
many European exporters, including 
German companies. The euro has reval-
ued even more against the yen and a 
number of emerging-market currencies.

Nonetheless, the European surplus is 
too large to ignore, and Germany in par-
ticular will be asked once more to rebal-
ance its economy toward higher 
domestic demand, which for many peo-
ple implies the need for a fiscal boost. 
But the government is not obliging: Fi-
nance Minister Wolfgang Schäuble has 
just presented a balanced budget for 
2015 — the first since 1969. And, while 
some observers are calling for Germany 
to “end wage restraint” and thereby en-
courage higher household spending, 
this has actually happened already.

There is, however, much the govern-
ment could do about investment, which 
has fallen by almost four percentage 
points of GDP since 2000, to just over 17 
percent in 2013 — low by international 
standards. The government could shift 
more government spending toward in-
frastructure investment. Even more im-
portant, it should improve conditions 
for corporate investment at home, rath-
er than watch German businesses move 
capital expenditures abroad.

Germany’s attractiveness to investors 
would rise with simpler and more in-
vestment-friendly taxation, improved 
incentives for business startups and 
R&D, less bureaucracy and red tape, and 
no further energy-cost increases. Get-
ting there will take time. But, given the 
favorable earnings situation and the cor-
porate sector’s large cash balances, a re-
balancing of the tax system could have a 
rapid impact. Investment from retained 
earnings should be as attractive as debt 
financing. And some temporary adjust-
ments of depreciation allowances could 
kick-start capital spending.

The need for more investment in 
transport, telecoms, energy, and educa-
tion certainly is not only a German 

issue. Given most European govern-
ments’ debt problems, the challenge is 
to attract more private capital into these 
areas. Improved regulatory conditions 
for long-term investments and savings 
would help. So would expansion of fi-
nancing instruments for infrastructure 
investment — for example, by substan-
tially increasing the supply of project 
bonds supported by the European In-
vestment Bank.

Indeed, why not create European in-
frastructure bonds, backed by revenues 
generated by the investments or tax in-
come from the countries that emit EIBs? 
This would not only spur jobs and long-
term growth; it would also stem the rise 
in Europe’s external surplus.

But the challenge of rebalancing the 
global economy is also closely connect-
ed to central banks’ monetary policies. 
With credit and asset bubbles slowly but 
surely reappearing, the authorities’ goal 
should be to keep growth on a balanced 
and sustainable path — and thus to dis-
couraging excessive risk taking.

This justifies the U.S. Federal Re-
serve’s gradual exit from ultra-loose pol-
icies. Somewhat surprisingly, the Fed’s 
reduction of its monthly asset purchases 
has been accompanied so far by dollar 
weakness against the euro, which is fos-
tering external adjustment. Looking for-
ward, this may change. If the Fed 
remains alone in scaling back its mone-
tary stimulus and bond yields rise fur-
ther, the dollar will strengthen.

Clearly a coordinated effort to limit 
exchange-rate variations is advisable. If 
all countries try to keep their currencies 
weak, monetary expansion on a global 
scale will be over-extended. The fact that 
inflationary pressure is still low is not a 
reason to postpone planning an exit 
from ultra-loose policy; on the contrary, 
the time for such discussions is when in-
flation is low and markets are calm.

Twenty years ago, markets panicked 
and bond rates soared as central banks 
hiked interest rates in the face of rising 
inflation. They should not repeat that 
mistake by waiting for inflationary pres-
sures — fueled by rising oil and com-
modity prices and economic recovery 
— to return.

Michael Heise is chief economist at Allianz 
SE. © 2014 Project Syndicate

The irrelevant German consumer shines on

KYODO

The Edward Snowden Fan Club got a 
special bonus [last week]. The man who 
stole the secret operations of the U.S. 
National Security Agency and shared 
them with the world showed up on Mos-
cow television to interrogate Vladimir 
Putin about citizen privacy.

Putin played the role of a mock civil 
libertarian. The venue was Putin’s annu-
al televised event in which he takes 
questions from the Russian public. All of 
a sudden on a large screen via video 
hookup appeared Russia’s most famous 
celebrity, political asylum resident Ed-

ward Snowden. Putin immediately tried 
to put his new guest at ease by suggest-
ing a shared career path. “Mr. Snowden, 
you are a former agent, a spy,” the Rus-
sian president said. “I used to work for 
an intelligence service. We can talk one 
professional language.” And with that, 
the Vlad and Ed Show was on.

Snowden: “Does Russia intercept, 
store, or analyze in any way, the com-
munications of millions of individuals? 
Do you believe that simply increasing 
the effectiveness of intelligence or law 
enforcement investigation can justify 
placing societies rather than subjects 
under surveillance?”

Putin: “We don’t have a mass system 
of such interception and according to 
our law, it cannot exist.” He continued: 
“Our special services, thank God, are 
strictly controlled by the laws of society 
and are well-regulated.”

That settles that, thank God. Still, it 
would have been nice to be able to 
bounce the Snowden-Putin privacy dia-
logues off leading Russian dissident and 
anti-corruption blogger, Alexei Navalny, 
who has led pro-democracy demonstra-
tions against Putin. That’s difficult, how-
ever, because Navalny, unlike Snowden, 
is under house arrest in Moscow.

The Wall Street Journal (April 17)

‘The Vlad and Ed Show’

A multifaceted approach is required to 
prevent a vicious circle of public- and 
private-sector deleveraging.
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