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An annual cost reduction of mere 1% is what we call “cost savings.” A five-year-long cost 
reduction of just 5% is not what we call “reforming efforts” in private businesses. 
“Reforming efforts” means a cost reduction of 20% or 30%. Government officials 
complain that a cost reduction of 5% is a demanding task. This is because they have never 
meant to change what they are doing now and try to cut their cost at the same time. For 
achieving a cost reduction of 30%, they have no choice but to review “how governmental 
works are being done” and “what governmental works are.”  
 

1. Shift to a results-oriented government 
 
One of outstanding differences between private businesses and governmental ministries is 
that while private businesses are result-oriented, ministries comply with the budget 
principle. Ministries focus on securing budgets and try to spend all the budgets allocated. 
However, people place importance on results and achievements. Results and effects of 
government works should be more “visible to general public.”  
 
(1) Budget management 
 
 
 
 

Specifying who are recipients of the budgetary spending (Minister of Finance is in 
charge. Will be implemented on a trial basis in Fiscal 2008, and full-fledged 
implementation of the practice will start in Fiscal 2009.) 

It is necessary to investigate what kind of effects of the budgetary spending is being seen. 
For this reason, “who benefits from effects of the budget” should be disclosed in an 
easy-to-understand manner on websites.  
(Note) In the United States, the Federal Funding Accountability and Transparency Act 
(Transparency Act) was enacted, and it requires the federal government to create a website 
accessible by the public for free and provide the public with information on names of recipients 
(including companies, organizations, local governments) who have benefited from the federal 
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government spending (including assistance, grants and procurement) and on amounts.  
 

(2) Personnel Management  
 
 
 
 

a. Full-scale personnel evaluation based on performance. (Minister of Internal Affairs 
and Communications is in charge. The full-fledged implementation of the practice will 
start in Fiscal 2009.) 

Full-scale personnel evaluation will start in Fiscal 2009. The operation of the evaluation should 
be carried out in lines required by the personnel evaluation system, and results of the evaluation 
should be properly used to make decision for compensation and promotion.  
 
 
 
 Long working hours and unpaid overtime work at government ministries are the order of the 

day. Working overtime will incur additional costs and will go against the pursuit of a “work-life 
balance.” To reduce overtime, we need to change ways to do jobs. It is also necessary to review 
the practice of overtime work to prepare for Diet deliberations of the next day.   

b. Reducing overtime working by 30% at every workplace. (Each director general is in 
charge. Will be implemented on a trial basis in Fiscal 2008.) 

 
 
 
 

c. Implementing organization management by objectives (Minister of Internal Affairs 
and Communications is in charge. The trial implementation of the practice will start in 
Fiscal 2009.)  

In private businesses, management by objectives is adopted and works well even in 
sections in charge of corporate planning and management. On the contrary, departments 
of government ministries often set no annual objectives. Instead, every section of 
ministries should set annual objectives at the beginning of each fiscal year, and evaluate 
the achievement of the objectives after the end of each fiscal year.   
Note: The Government has already introduced a policy evaluation system, and a 
performance-based personnel evaluation system is soon to be carried out. However, these 

systems aren’t linked with assessments of organizations themselves. 
 

2. Reviewing governmental works  
(1) Eliminating duplicate administration by the central and local governments 
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Based on the proposal by the National Governors’ Association, transferring local 
branches of governmental organizations to local bodies. The proposal stated that it will 
be possible to reduce the number of central and local government employees by 
approximately 20,000 without degrading government-provided services.  
(Recommendations dated February 28. Minister of Internal Affairs and 
Communications is in charge.)  



 
 

(2) Enhancing efficiency of control activities  
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 

a. Though the efficiency of control activities in the Government, common to all 
governmental ministries, can be remarkably improved by standardizing them, in 
reality, all ministries inefficiently handle them in different ways. First, starting with the 
streamlining of procedures concerning the payment of travel expenses, the 
Government should standardize and simplify operational procedures of ministries to 
further promote the utilization of IT. (Recommendation dated April 1 and 
deliberations already started following the recommendation. Minister of State for IT 
and Minister of Internal Affairs and Communications are in charge.)  
b. Control activities (including payroll calculation and payment of salary/wage) of 
governmental ministries can be outsourced to the private sector. The Government 
should further promote contracting out parts of the control activities by conducting the 
market testing. (Recommendation dated February 28, 2008.  This issue is now under 
deliberation. Minister responsible for public services reform is in charge.) 

(3) Making an “inventory” of governmental works 
 
 
 
 
 
 
 

Private businesses closely analyze and “visualize” their works (or make them more 
visible) to streamline wasteful processes for the purpose of cost reduction. In 
governmental ministries, how about choosing several sections and undertaking a 
comprehensive diagnosis of their works with the aid of a team including representatives 
from the private sector? (Minister of Internal Affairs and Communications is in charge. 
Will be implemented on a trial basis in Fiscal 2008.)  

Public servants can be compared to employees of a company, and the Cabinet can be compared 
to a corporate management. The Cabinet and top officials, who play the role of corporate 
management, should be responsible for obtaining best results by making better use of public 
servants.  
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Summary of  
The Federal Funding Accountability and Transparency Act of 2006 (Transparency Act)  

(for reference purposes) 
 

This bill was introduced by a number of Senators including Senators Barack Obama and 
John McCain in April 2006, and signed into law by President George W. Bush in 
September.  Pursuant to the Law, a website (http://www.usaspending.gov/index.php）was 

launched in December 2007 to disclose the federal budget expenditures.   
 
The Law requires the full disclosure of the following information: 
1. Target spending to be disclosed 
Information on an individual transaction valued at $25,000 or more granted by the 
Federal Government, such as federal financial assistance, including subsidies, grants, 
loans, contracts and government procurement (federal financial assistance granted 
through other entities included), shall be published on the website within 30 days of 
awarding contracts. 
 
2. Information disclosure  
- The name of entities receiving the award (Both non-profit and for-profit organizations 

included), or state governments and city/township governments  
-  The amount received 
-  Information on the award including transaction type, a funding agency, financial 

resources, and the name of the award describing the purpose of the award  
-  The location of the entity receiving the award and the principal place where the 

awarded work was or is performed (including the name of the country, state, or 
town/city that is the principal place.) 


