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In the field of public investment, various reforms including expenditure 
reductions have been implemented thus far. However, the reform to promote truly 
essential social capital by pursuing priority and efficiency is still not complete. 
Competition-related problems are left to be solved, as indicated by bid-rigging. Also, a 
review of role sharing between national and local governments has yet to make 
substantial progress. With priority given to the following points, public investment 
reform should be accelerated. 

1. Continuous expenditure reform 
(1) Continuous expenditure reform 

The scale of public investment of national and local governments should be cut 
by 3% in FY 2007 while giving priority to truly essential projects and 
thoroughly improving efficiency through correcting project cost gaps between 
public and private sectors. The reform efforts (3% cut in public investment per 
year) should be continued over the subsequent four years. 

(2) Elimination of bid-rigging 
Both national and local governments should take resolute actions to eliminate 
bid-rigging, including substantial expansion of the scope of public works to 
which open and competitive bidding are applied. Thus, competitiveness, 
efficiency and transparency of public works should be drastically enhanced. We 
would like to ask the Minister of Land, Infrastructure and Transport and the 
Minister of Internal Affairs and Communications to propose specific reform 
plans to the Council on Economic and Fiscal Policy(CEFP) within the current 
fiscal year. 



2. Giving priority to truly essential public investment 
(1) Introduction of clear PDCA (plan, do, check, action) rules 

As Japan faces further population decline in the future including depopulation in 
rural areas, it should give priority to truly essential public investment while 
eliminating wastes. We would like to ask the Minister of Land, Infrastructure and 
Transport to consider introducing the following rules to intensify the current 
PDCA system in public investment, and to report to the CEFP his policy within 
the current fiscal year. 

[1] Stricter assessment of individual projects 
- Implementing cost-benefit analysis for both start-up and maintenance/ 

renewal projects. 
- Unifying the methodology and scope of cost-benefit analysis (for example, 

how far indirect effects such as improvement effects on the environment 
should be included in benefits) 

- Setting stricter adoption standards in terms of cost-benefit by requiring a 
much higher ratio than “1” 

[2] Intensifying efforts to reflect project assessment in budget 
- Introducing a mechanism which reduces budget allocation to certain sectors 
where a number of projects indicate that ex-post assessments are lower than 
ex-ante assessments. 

[3] Intensifying the PDCA cycles for long-term projects 
- Examining how far the reform of long-term plan in social capital 

development has contributed to giving priority and efficiency to public 
investment, and including in new plan the above [1] and [2] as 
improvement measures 

(2) Formulation of the National Land Sustainability Plan 
The National Land Sustainability Plan will play a key role for efficient and 
effective development of social capital intended to create vigorous wide-area 
economic zones. The program should specify priorities in each region and seek to 
realize strategic development within budgetary constraints. 



3. Clear division of roles between national and local governments 
Roles and responsibilities of national and local governments should be simple and 

clear, rather than multilayered. In this regard, local governments’ contributions to 
national government’s public projects should be eliminated while subsidized projects 
should be transformed into unsubsidized ones as much as possible. We would like to ask 
the Minister of Land, Infrastructure and Transport to consider a policy on 
decentralization reform in public investment as part of promoting decentralization 
reform. 

4. Shifting tax revenues earmarked for road projects to general revenue 
A reform acceptable for the people should be realized in line with Prime Minister 

Abe’s policy speech “I (Mr. Abe) will review tax revenues earmarked for road projects 
on a premise of shifting funds to general revenue while maintaining the current tax rate, 
and I intend to compile a solid plan within the current fiscal year while soliciting the 
understanding of taxpayers.” 


