
Provisional Translation 

Minister’s Summary by Minister Ota 
28th meeting (November 26, 2007) 
(1) Reform of public investment 
(2) Basic Principles of FY2008 Budget Formulation (draft) 
(3) Policy evaluation 

Hiroko Ota here. Today, the Council on Economic and Fiscal Policy (CEFP) held its 28th 

meeting of the year and conducted discussions on the reform of public investment, the Basic 

Principles of the FY2008 Budget Formulation (draft) and policy evaluation. 


Regarding the reform of public investment, Temporary Member Fuyushiba (Minister of Land, 

Infrastructure and Transport) gave explanations based on his material. Its discussion covered 

three subjects: (1) public investment from the viewpoint of regional revitalization, (2) reform of 

public investment and (3) the medium-term road construction plan. Next, expert members made 

proposals along with their papers.

Subsequent discussions were as follows:


Expert member: In consideration of the declining population, it is essential to conduct 
“selection and concentration” on a national scale. I request that Temporary Member 
Fuyushiba report to the CEFP as needed on how to promote selection and concentration in the 
road construction plan. 
Expert member: A graphic chart on the last page of the expert members’ paper indicates how 
the actual demand for the Honshu-Shikoku Bridge has differed from the initial estimates. 
When interim evaluation of the Honshu-Shikoku Bridge was conducted in December 2000, 
the ratio in the cost-benefit analysis was 1.7. How should we evaluate this figure? Should we 
regard the figure as excellent because it was 1.7? Or, given the criticism that there was 
considerable waste, is that cost-benefit ratio of 1.7 basically meaningless? It is suspected that 
there was a problem with the calculation method related to the cost-benefit analysis. With 
regards to projects that receive substantial injections of taxpayers’ money, thoroughgoing 
discussions on the calculation method should be held at a future date. 
Expert member: We should firmly maintain the expenditure reform so as to prevent overall 
reform from collapsing due to a little relaxation of expenditure restraint in public investment 
and road construction. Regarding reform of public investment, the ratio of successful bid 
price against projected price has been reduced by approximately 13-14%. Given the fact that 
costs have been reduced, reform of the bidding system is extremely important and serves as 
the driving force in reform of public investment. Therefore, the standard price of construction 



projects applicable to open bidding should be lowered from the current 600 million yen, so as 
to realize a completely open and competitive bidding system. 
Member Nukaga (Minister of Finance): Prioritization and streamlining pertaining to the 
medium-term road construction plan should be promoted. Temporary tax rates should be 
maintained in consideration of the difficult financial circumstances. 
Member Amari (Minister of Economy, Trade and Industry): Regarding revenue sources 
earmarked for road construction, a surplus should be returned to users within the framework 
of the Cabinet decision. It is essential to obtain the understanding of taxpayers in 
implementing measures. 

In reply to each point of the expert members’ proposals, Temporary Member Fuyushiba made 
the following comments: 

With regard to the point that the latest medium-term road construction plan does not 
sufficiently explain “why such road construction is required in the midst of difficult financial 
circumstances,” and clear public explanations are needed: During the past year, petitions were 
filed almost every day. Signatures were also submitted. I received requests for road 
construction not only from adults but also from senior high school students. As such, road 
construction possesses great significance in regions. The plan was formulated by way of 
listening to opinions raised from a number of regions. I am confident that this plan will win 
people over. 
With regard to the point that, since the plan’s target period is ten years, it is vital to conduct a 
cost-benefit analysis again prior to the start of construction so that the roads that are really 
constructed will be strictly limited to necessary roads: The suggestion is absolutely right. 
Analysis based on the most recent data will be conducted. 
With regard to the point that errors in the initial estimates should be checked by way of 
examining actual costs and demand upon the completion of road construction: That’s right. I 
would like to conduct a strict evaluation based on reflection on the case of the 
Honshu-Shikoku Bridge. 
With regard to the point that we should follow the Cabinet decision concerning earmarked 
revenue sources for roads, and necessary legal changes should be conducted in an ordinary 
session of the Diet in 2008: Exactly. 
With regard to the point that we should secure the maximum amount of general revenue in 
the FY2008 budget: I will consult with the Minister of Finance in the process of budget 
formulation. 



With regard to the point that the Ministry of Land, Infrastructure and Transport should report 
to the CEFP each year on the status of implementation of the road construction plan: I will 
handle the request proactively. 
With regard to the point that public investment expenditures should be reduced by 3% in the 
FY2008 budget: I will firmly maintain the basic policy direction of reducing expenditures and 
make sincere efforts. I will consult with the Minister of Finance regarding an exact figure. 
With regard to the cost-cutting program: This will be formulated within this year and be 
finalized within this fiscal year. However, regarding the expert members’ proposal that we 
should pursue an average annual cost reduction of approximately 3%, I would strive to 
formulate a program based on numerical targets in view of maintenance and renewal costs for 
social capital. (The figure “3” was not mentioned in his comment. Instead, the implication 
was that maintaining the figure of “3” would be difficult and he would like to set other 
numerical targets.) 
With regard to reform of the bidding system: Construction projects worth 60 million yen or 
more account for 50% of all projects. Therefore, reducing the standard price closer to zero 
will cause a surge in administration costs. The level of 60 million yen is almost the lowest 
appropriate amount. 

I summed up the discussions as follows: 
Regarding public investment, we agreed that we should continue to maintain and promote the 
expenditure reform undertaken so far. 
Regarding the medium-term road construction plan, we agreed that a cost-benefit analysis 

should be performed before and after road construction, with an aim to pursuing prioritization 
and streamlining. 
We also agreed that we should treat earmarked revenue sources for roads in accordance with 
the Cabinet decision. 

I asked Temporary Member Fuyushiba to report on road construction plans to the CEFP as 
needed. As for the cost-cutting program and the bidding system reform, we ran out of time for 
discussions. The CEFP will discuss these issues at a convenient date. Furthermore, the National 
Land Sustainability Plan, which is described at the top of Temporary Member Fuyushiba’s 
paper, was not explained in detail. The CEFP will deliberate on this issue in another meeting. 

The Prime Minister made the following statements: 
We must promote expenditure reform, allowing no sanctuary. Based on this, the Cabinet will 
make it its policy to set priorities in public investment with due consideration of the situation 



on the ground in different regions. In this regard, I request that wasteful spending be strictly 
rejected and the reform of the bidding system and private contracts be promoted without 
hesitation. 
Besides, with regard to reviewing earmarked revenue sources for roads, we should realize the 
reform in accordance with the Cabinet decision adopted at the end of last year. Regarding the 
medium-term road construction plan, it is essential to thoroughly promote prioritization and 
streamlining and examine the amount of projects. We should discuss details on ways to 
allocate expenditures so as to gain taxpayers’ approval. The Chief Cabinet Secretary, the 
Minister of Finance and the Minister of Land, Infrastructure and Transport are requested to 
work together with the ruling parties to finalize a plan that can win people’s understanding. 

Regarding the Basic Principles of FY2008 Budget Formulation (draft), the Cabinet Office 
explained a draft. Then expert members outlined their papers, and Member Nukaga reported on 
a recommendation formulated by the Financial System Council. 
Subsequent discussions were as follows: 

Expert member: Recently, the supplementary budget has been discussed in the newspapers, 
etc. As a matter of course, a supplementary budget is supposed to deal with disasters and 
other extraordinary events that were not predictable in the initial budget estimates. As such, 
the supplementary budget should be limited to the minimum measures required in FY2007. It 
is vital to give public explanations on its necessity. 
Expert member: Given current increasing pressure on expenditures, I am very concerned 
about whether expenditure reform can be carried through and fiscal consolidation line can be 
firmly maintained. Budget expenditures involve a possibility that, as soon as we deviate from 
a principle, the growing clamor of allocation increases in all fields will undermine discipline 
altogether. This is where our patience is needed most. Ensuring thoroughgoing priorities in 
budget allocation based on strict observance of the budget request guidelines and the “Basic 
Policies 2007” will be the only way for the budget to be truly appreciated by the public. I 
request efforts by the Prime Minister and the ministers involved. 
Member Amari: As set in the FY2008 budget request guidelines, “Requests to Promote the 
Priority Measures” of 600 billion yen is a mechanism for improving the quality of the budget 
without increasing the quantity, or ensuring a fuel-efficient budget, so to speak. We must 
firmly maintain this framework so that budget allocation to ingeneous projects can be realized. 
I will promote productivity improvement of small and medium enterprises and coordination 
among the agricultural, commercial and manufacturing industries so that the budget will 
contribute to economic growth. 



I summed up the discussions as follows: 
We agreed that we should firmly observe budget request guidelines and the “Basic Policies 
2007” and set priorities in budget allocation. 
This is not a suitable time to discuss the supplementary budget because it has not become a 
reality yet. Once it becomes a reality, the CEFP will have discussions on this matter. 

The Prime Minister made the following statements: 
Although we are formulating a budget under very difficult circumstances, we will create a 
prioritized budget based on budget request guidelines and the “Basic Policies 2007,”allowing 
no exceptions. 
Although this is a difficult task, I will do my best. I request that the ministers involved also 
make the utmost effort. 

Regarding policy evaluation, Member Masuda (Minister of Internal Affairs and 
Communications) announced areas that should be intensively covered by such an evaluation. 
So far, each ministry has decided which policy areas will undergo policy evaluation. However, 
we cannot regard such an approach as a true policy evaluation. Member Masuda has been 
requested to present to the CEFP a list of policy areas which should undergo cross-ministerial 
evaluation. 

In reply, the following comments were voiced. 
Expert member: Leaving the matter entirely to each ministry will only result in the 
enumerating of items convenient to the ministry. It is innovative to make a cross-ministerial 
evaluation beyond the ministerial boundaries hereafter. 
Member Nukaga: I will utilize results of the evaluation by way of reflecting them in the 
budget. I request that Member Masuda demonstrate his leadership. 

The CEFP decided the areas announced by Member Masuda today as priority areas for policy 
evaluation. 

(End) 


