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As a part of a drastic reform of the expenditure structure, we really appreciate the Prime 
Minister’s decision to abolish the system of earmarking revenue sources for roads, which 
was established in 1953, at the time of fundamental reform of the taxation system 
scheduled to take place later this year, and to shift them into general revenues in fiscal 
year 2009. To promote the shifting of the earmarked revenues into general revenues based 
on ”the Basic Policy on Earmarking Revenue Sources for Roads and Other Related 
Matters” which was recently approved in a Cabinet meeting, the Government should 
prioritize governmental services required by the public from the public’s viewpoint, and 
should secure ”revenue sources earmarked for people” without fail. 
  

1. Shifting the earmarking revenue sources for roads into the revenues used for general 

purposes 
The following are considerations for carrying out the reform:  
(1) The Government should strictly distinguish whether each road is really necessary or 

not, sharing the viewpoint of people, when formulating a new 5-year plan for road 
construction.  

(2) The Government should estimate traffic demand for road transportation based on the 
latest data which reflects the country’s shrinking population and graying society with 
a declining birthrate. At the same time, the Government should reexamine the 
validity of the scope of benefits and of the evaluation in the cost and benefit analysis.   

(3) In light of the new role sharing suggested in the first recommendations by the 
Committee for the Promotion of Decentralization Reform, the Government should 
review the central and local government tax and fiscal systems, including the way the 
national subsidy system should function. 

(4) The Government should review and discuss future functions of the gasoline tax and 
other taxation, based on international undertaking on environmental issues. 

 

2. Formulating mid-term plans related to public investment 
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A number of new 5-year plans for public investment, including Priority Plan for Social 

Infrastructure Development（法律名称と合わせるため） and long-term land reform programs, 

will be developed this summer and beyond. This is the first formulation of national plans 
since the country’s population began to decline.  
(1) The CEFP should also review and discuss the functions of the mid-term plans 

concerning public investment based on the “basic ideas of public investment1” 
specified in “Basic Policies 2007” so that the plans will be formulated from the 
standpoint of people.  

(2) The good balance between new investment and the maintenance of existing stocks as 
well as the effective use of existing stocks are important issues in a society with a 
declining population. Based on this perspective, the Government should annually 
publish estimated life cycle costs for each public investment area, including  
maintenance costs of existing stocks.  

 

3. Making continuous efforts to seek expenditure reform 
The Government should continuously achieve the maximum reduction of public work 
expense, by adhering to “Basic Policies 2006” and “Basic Policies 2007.” The following are 

considerations which need special attention:  
(1) The Government should implement without fail the new cost structure improvement 

program aiming at improving the comprehensive cost by 15% in five years starting 

                                                  
1 Basic ideas of public investment in “Basic Policies 2007”  
(i) Conducting a necessary review of various plans and targets that were formulated in the past, 

reflecting trends in economic growth and a declining birthrate.  
(ii) When investing, attaching importance to the maintenance and life-span extension of existing 

capital in the light of the present level of infrastructure development. 
(iii) Regarding plans concerning public investment, placing emphasis on achievement targets in 

line with directions of reforms that have been conducted so far.  
(iv) Encouraging the classification of public investment projects which are really necessary, by 

upgrading functions of third-party organizations in project evaluation.  
(v) Fully recognizing the reality of public investment projects of which performance falls short 

of estimates obtained from ex-ante evaluation, and enhancing the effectiveness of budget 
spending in priority issues.  

(vi) Continuously reviewing grant-aided projects and projects directly controlled by the central 
government, based on the clear role sharing between the central and local governments in 
public investment. 
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from fiscal year 2008.2  
(2) The Government should make an inventory of policies and completely eliminate 

wasteful expending concerning the social infrastructure development（法律名称と合わせる

ため） special account (This special account was established by integrating a number of 

special accounts.)  
(3) Public investment should focus on truly necessary issues, including investment for 

ensuring regional independence and vitalization, the country’s growth potential 
enhancement and people’s safety and security through disaster prevention and disaster 
mitigation  
- Revising existing subsidy systems and technical standards in order to allow and 

encourage local authorities to make investment in accordance with the reality of 
local conditions on their own discretion. (For example, prefectural authorities have 
been leading construction of “1.5-lane roadways.”) 

- Utilizing private-sector expertise and financial capacities by further making 
advantage of PFI opportunities.  

 

 
2 The purpose of the new cost structure improvement program is to reduce the comprehensive 
cost per unit of social infrastructure, including life cycle costs and pollution prevention costs as 
well as cost for public works in a 5-year period by 15%. This is different in meaning from the 

goal specified in “Basic Policies 2006” which states that “the public work expense（下記下線

部） should be reduced by 1% to 3% in nominal terms compared to the previous fiscal year.” 
 


