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The market testing system is designed to implement competitive biddings for 
public and private entities for public services other than those that must be undertaken 
by the public sector and to select bidders that can provide better-quality public services 
at lower costs. It is a leading means to improve administrative and fiscal efficiency and 
vitalize the economy. (In Britain, the expenditures were estimated to be cut by 13-15% for 
services subjected to market testing.) 

Given the examples of foreign countries, public or private entities have a 50-50 
chance to win contracts through competitive biddings. If public entities win in biddings, 
it demonstrates the efficiency of the public sector. If private bidders are winners, they 
are commissioned to undertake relevant public services under the public sector’s 
supervision and demonstrate their originality and ingenuity. (This does not mean 
“privatization”). 

The government has no due reason to reject such testing. If the government  
were to demonstrate that some public services should be implemented by the public 
sector, such services should be subjected to market testing. Since the market testing 
system has just started in Japan, only a limited range of public services are subjected to 
market testing. 

The government is urgently required to work out specific measures for 
expanding the range of public services subject to market testing fundamentally. The 
government should consider the following points and incorporate conclusions into 
“Basic Policies 2007”. 

1. Supervisory Commission to select public services for market testing 
Public services subject to market testing have so far been limited to private 

sector proposals. The following system should be introduced for the Supervisory 
Commission for Public-Private and Private-Private Tenderings to select services the 
public sector does not have to undertake by itself and to subject these services to market 
testing. 



(1) The Supervisory Commission will annually select priority public services 
suitable for market testing. 

(2) If government ministries have services that cannot be subjected to market 
testing, they have to provide clear-cut reasons to prove this point. 

(3) If the Supervisory Commission concludes that government ministries’ proof 
is insufficient, the commission may recommend market testing to be 
conducted. 

(4) The Supervisory	 Commission will grasp, compile and assess each 
government ministry’s introduction of market testing for regular 
publications. 

2. Expanding range of organizations subject to market testing 
Government ministries’ enterprises (special accounts and the like), independent 

administrative agencies and policy-based finance institutions should introduce market 
testing for all of their services in principle. Specifically, the second to fourth procedures 
above should be adopted. We would like to ask the Supervisory Commission to work 
out a relevant reform timetable. 

The government should ask local governments to introduce market testing as 
well. 

3. Cooperating with Council for the Promotion of Regulatory Reform 
The Supervisory Commission should cooperate with the new Council for the 
Promotion of Regulatory Reform in selecting specific priority areas for the expansion 
of market testing. 


