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Public investment under the FY2008 budget should be specified based on the Guidelines 
for FY2008 Budget Requests and last year’s Cabinet decision regarding a review of 
Earmarked Revenues for Roads. Form the standpoint of “keeping to fulfilling the 
required reforms,” we would like to make the following proposals: 

1. Regarding the medium-term road construction plan 

○ The latest medium-term plan is based on the premises that using up the revenue sources 
entirety for road projects is necessary. The plan does not sufficiently explain “why such 
road construction is required in the midst of difficult financial circumstances.” Clear 
and convincible public explanations are needed. 

○	 Even within the period of the ten-year plan, it is vital to once again conduct the 
cost-benefit analysis prior to the start of actual construction so that the projects covered 
will be strictly limited to necessary roads. In this regard, we should strive to promote 
prioritization and rationalization through the reexamination of current demand 
estimates, which are based on the FY1999 Road Traffic Census, etc. and using the most 
recent data further reflecting progress and conditions pertaining to population decline, 
falling birthrates and aging in respective regions. 

○ We should allow an ex-post evaluation system to function so that errors in the initial 
estimates can be checked from the viewpoint of actual costs and demand upon the 
completion of road construction. 

(Note) 	 As the basic ideas on public investment, the “Basic Policies 2007” features the following 

decisions: 

▪ Conducting required reviews of projects and targets formulated in the past, based on trends in economic 

growth and falling birthrate etc. 

▪ Promoting a selection for truly necessary public investment projects by way of expanding third-party 



organization’s functions regarding project evaluation. 

▪Examining and identifying cases of public works, etc. whose performance failed to surpass prior 

evaluation and utilizing the results thereof for budget prioritization, and so on. 

2. Regarding revenue sources for road projects 

○	 The current mechanism requiring the total amount of related tax revenues to be 
earmarked for road construction in each year’s budget should be revised as endorsed by 
the Cabinet decision in December of last year. The necessary legal revisions should also 
be conducted in an ordinary session of the Diet starting in January, 2008. At the same 
time, securing the maximum amount of general revenue is also necessary even in the 
FY2008 budget. Given the current very tight fiscal circumstances, as well as considering 
the traffic influences on environment, current tax rates, which imposes a sort of 
surcharge on car drivers, should be maintained. 

○ The Ministry of Land, Infrastructure and Transport should be required to report to the 
CEFP each year on the status of its implementation of concrete measures based on the 
Cabinet decision. 

3. Regarding public investment-related expenditures in FY2008 budget 

○	 Linking priorities with expenditure reductions should be continued in the FY2008 
budget. Based on this year’s budget request guidelines, the central and local 
governments should both reduce public investment expenditures by 3% in nominal 
terms from the previous year. 

4. Regarding the cost-reduction program 

○ Regarding the new program succeeding the fundamental reform program for public 
investment costs, scheduled to be terminated in FY2007 (note), policies for the 
program should be formulated by the end of this year based on the following points: 

▪ Publicizing performance status in regards to reduction targets with the use of the 
most recent data 

▪ Highlighting the ongoing reform of a bidding system, reviewing private contracts, 
etc. in the program 
▪ Pursueing average annual cost reduction of approximately 3% based on notion 



that cost-reducing efforts should be maintained 
(Note) The program aims to achieve a 15% reduction of overall costs during the five–year period from 

FY2002 to FY2007. 

5. Regarding bidding reform 

○ In May of this year, we presented proposals pertaining to a substantial expansion of the 
scope of public works, to which open and competitive bidding are to be applied. 
Although such bidding is scheduled to be applied to construction projects worth 60 
million yen or more from FY2008, the scope of such application should be gradually 
expanded thereafter. 


