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The Fukuda administration’s basic policy is to promote the reform by enhancing growth 
potential and achieving fiscal consolidation.   
Fiscal year 2009 marks the third year of the five-year program for the integrated reform 
of expenditures and revenues specified by “Basic Policies 2006.” In the budget formulation 
for fiscal year 2009, the Administration needs to keep complying with ”Principles of 
Budget Formation” and at the same time, prioritize and properly respond to new policy 
needs for continuously pushing forward the integrated reform of expenditures and 
revenues in accordance with “Basic Policies 2006” in the light of the following 
consideration: 
 
1. Elimination of wasteful budget spending is a prerequisite for every reform. The 

Government should screen out wasteful expenditure and decisively review expenditure 
and revenue for achieving a “zero futility” government.  

The Government should thoroughly review its functions by “making an inventory of policies” 
and enhancing the efficiency of governmental works, and incorporate the findings from the 
review into the budgetary request without fail. It also has to improve its PDCA cycle by 
properly conducting budgetary assessment, accounting audit of the closing date statements and 
policy evaluation.  
 

2. The Government has repeatedly insisted to achieve a surplus in the primary balance by 
fiscal year 2011, and it really has to achieve it for gaining the market confidence.  

“Basic Policies 2006” states as follows: “The portion that is still short of the required amount 
after conducting expenditure reduction will be supplemented by the increased revenue realized 
through revenue reform for realizing the integrated reform of expenditures and revenues. In this 
way, the Government will restore the market confidence.”  
 

3. The Government should steadily make its utmost effort work to carry out its public    
expenditure reform, which covers the entire public spending both in central and local   
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authorities, by prioritizing public needs and meeting truly essential public needs, in 
accordance with “Basic Policies 2006.”  

 

4. To cover the cost for addressing the top priority issues for the Fukuda administration, 
first of all, the Government should make further effort to realize a “zero futility 
government” and complete an inventory of policies for producing an additional 
reduction in general and special account expenditure.   

 

5. The Government should secure revenue resources for covering a budgetary shortfall, 
which even the public expenditure reform cannot eliminate, arising from an increase in 
social security expenses and the nation’s declining birthrate and eventually increasing 
taxpayers’ burden. The Government should not saddle future taxpayers with current 
financial burdens.  

 
6. The Government should further reduce the personnel cost of civil servants in local 
governments, including those of local public workers employed for simple labor services, 
by better reflecting the local private sector remuneration level  

 

(Reference material)  Principles of Budget Formation  

 

Principle 1: Economic growth should be led by private demand, and policies to augment          
demand by increasing public spending should not be adopted to bolster an economy.  
 
Principle 2: An increase in tax revenue beyond prior estimation should not be easily allocated to 
expenditure, but instead, will be allocated to reductions of taxpayers’ future financial burdens.  

 
Principle 3: In order to achieve both economic growth and fiscal consolidation, weight will be 
given to a medium-term viewpoint. Namely, fiscal consolidation should be undertaken in a 
flexible manner: accelerating the pace of fiscal consolidation with rising tax revenue in the 
period of economic recovery, but slowing the pace with declining tax revenue during recession.  
 
Principle 4: A new expenditure increase should be financed in principle, by an expenditure cut 
in the other areas.  
 
Principle 5: The accountability in the public should be thoroughly carried out.  


