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Revenue Sources for Road Construction and Local
Contributions for National Government-directed Projects

—Enacted Highway Finance and Provisional Tariff
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Summary

The media such as newspapers and televisions frequently reported a news for a while before the
holiday period in May, 2008; every gasoline station on every street was fully crowded with cars
whose drivers heard of increase in gasoline price and were going to fuel before the increase. This is
not a simple problem indicating trends of gasoline price caused by changes in supply and demand.

Behind the news was a financial problem that “provisional tariff” would be reapplied for gasoline
tax. Since financial resource for road improvement is gasoline tax, the tariff trends influence
financial sources for highway and also progress of road improvement.

Road improvement accounted for most of public works-related expenditures constituting the core
of Japan’s postwar finance. Public works-related expenditures were major finance sustaining
Japan’s economy after the World War II, in particular its high economic growth. Public works
representing the postwar finance, road improvements constituting most of the public works and
those financial issues got into the news.

This is not only a matter of the national (central) government but also that of local governments
and also an issue related to decentralization of authority. It revealed that local roads accounted for
substantial proportions of road improvement as well as national roads and that deeply intertwined
finances of the national government and local governments caused the situation infringing regional
authority.

To be more specified, an example can be seen in contributions for a government-directed project,
which was frequently reported by the media around the fiscal year-end of 2008 (March, 2009). It all
started with the fact that Shikoku Development Bureau, Ministry of Land, Infrastructure and
Transportation (Takamatsu) imposed the expense for rebuilding of its local agency office on Kagawa
prefecture without any detailed explanation.

Explanatory materials given to the prefecture was only a list of road improvement works and
river works. The governor of Kagawa prefecture criticized the national government for the attitude
to include the maintenance expense for the nation’s permanent facilities in local contributions
without any prior explanation. Results of investigations ordered by the minister of Land,
Infrastructure and Transportation revealed that the national government imposed the total 11.8
billion yen of maintenance expenses for 44 facilities on 33 local prefectural governments or
government ordinance-designated cities just in fiscal 2008 and that some of purchasing costs for
massage chairs or karaoke machines for site staff were also hidden in those contributions.

The manner itself imposing costs for the nation’s projects on local governments runs counter to
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the trends toward decentralization. However, in addition to it, detailed explanation was not given
to local governments and unjustifiable expenses were also imposed as local contributions. A course
of these actions evidently runs counter to the trends toward decentralization.

Thus, related two troubles related to revenue sources for road construction and contributions for
national government-directed projects occurred at beginning and end of the fiscal 2008, urging us
resolution of longstanding issues, conversion of the road improvement mechanism and the financial
relation between the national government and local governments. It can be said that these issues
was uncovered as troubles of provisional tariff involving revenue sources and of national
government-directed projects against decentralization of authority.

This article discusses this issue.
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