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Budgetary Governance in Practice: Japan 

Economic context  

Following a pick-up in economic growth in Japan to 1.5% in 2017, growth is projected to 

remain close to 1% in 2018 and 2019, despite a resumption of fiscal consolidation, as export 

growth remains robust. Employment is projected to peak in 2018 as the decline in the 

working-age population accelerates. Sustained above-potential growth will boost inflation 

to 1% in 2018 and around 1.5% in 2019 (excluding the impact of the increase in the 

consumption tax rate). 

Fiscal policy plans 

The government aims to achieve a primary surplus of the central and local governments by 

2025. Also, the government will seek to steadily reduce the public debt to GDP ratio at the 

same time. 

 
  

A: Fiscal Balance and Public Debt

C: Public Investment D: Expenditure by function (2016)

Source : OECD National Accounts Statistics (database).

Information on data for Israel: http://dx.doi.org/10.1787/888932315602.

Note : The graph is referring to general government fiscal balance 

and general government gross debt as defined in the OECD 

National Accounts Statistics.

Source: OECD National Accounts Statistics (database); 

Eurostat Government finance statistics (database).

Note: The graph is referring to government investment as a 

percentage of GDP and as a share of total government 

expenditures.

Source:  OECD National Accounts Statistics (database); Eurostat 

Government finance statistics (database).
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Developments in budgetary governance   

Settlement of Revenue and Expenditure of the national government is prepared every fiscal 

year based on the Public Finance Act in line with cash-basis accounting and single-entry 

accounting. In addition to the Settlement, “Financial Statements of the Government” is 

voluntarily prepared since FY2003 in line with accrual-basis accounting and double-entry 

accounting in order to enhance the transparency of financial situation. 

The Council on Economic and Fiscal Policy, an advisory body to the Prime Minister made 

up of ministers, experts and the Governor of the Bank of Japan, has been playing a central 

role in shaping overall economic and fiscal policy. For example, this Council made the 

fiscal consolidation plans which were approved by the Japanese Cabinet. In order to ensure 

the progress of the fiscal consolidation plan, the Committee for Promoting the Integrated 

Economic and Fiscal Reforms under this Council (made up of academics, business leaders 

and experts) conducts a review and submits its report to the Council.  

The government seeks to improve budget efficiency and effectiveness by utilising the 

PDCA cycle which is a kind of performance budgeting and also contributes to strategic 

policy planning. PDCA cycle consists of the following processes (Plan: Planning the 

budget, Do: Executing the budget, Check: Evaluating the budget execution in the context 

of achieving the policy agendas, Action: Making use of evaluation results for budget 

planning). 

 

 

 

Central Budget Authority 

Ministry of Finance 

 

Weblink: www.mof.go.jp/english/ 

Legal Framework 

Legal basis of the framework is established by the Constitution of 
Japan, the Public Finance Act and other related acts as well as by 
the Plan and other policy papers decided or approved by the Cabinet. 

 

Budget coverage 

The executive’s budget proposal covers central government and 
year-end financial statements cover central government. 

Budget cycle  

Budget circular  April 

Pre-budget statement December 

Negotiations with line 

 ministries 

Sept-Dec 

Executive budget proposal January 

Parliamentary vote on budget March 

 Start of financial year   April 

In-year budget execution reports quarterly 

Mid-year implementation report  
 

 End of financial year March  

Year-end financial statement July 

Audited financial report  November 

Parliamentary accounting  November 

  

http://www.mof.go.jp/english/
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Japan’s application of OECD budget principles “at a glance” 

 

1. Fiscal policy 

objectives 

The government aims to achieve a primary surplus for central and local governments by FY2025. At the 
same time, the government seeks to steadily reduce the public debt to GDP ratio. 

2a. Strategic alignment  The cabinet is important in determining National Development Plan that sets out the medium-
term strategic plans and priorities and CBA and Prime Minister’s Office has a leadership role in 
promoting alignment between annual budgets and medium-term plans/priorities. 

2b. MTEF  The 3-year MTEF that has a fixed period and not revised during the period. It is approved by the 
Cabinet and is internally monitored within government. 

3. Capital and 

 infrastructure  

The government usually conducts ex ante evaluation including cost-benefit analysis based on the 
Government Policy Evaluations Act. In addition, for example, the Ministry of Land, Infrastructure, 
Transport, and Tourism conduct ex post evaluation within 5 years after completing the projects. 

4. Transparency and 

 accessibility 

All core budget reports are open data and budget data is available in downloadable form.  The budget 
impact analyses are not published.  

5a. Parliamentary engagement The legislature has unrestricted powers to amend the budget. If the budget is not approved by the 
legislature before the start of the fiscal year, other interim measures are voted on by the legislature.  

5b. Inclusive public / civic debate In pre-budget proposal phase, public call for proposals and submissions are held in line ministries and 
in post-budget proposal phase, public hearings and consultations are held in the legislature. Participatory 
budgeting is not in place. 

6. Financial reporting and 
accounting  

The budget is prepared based on cash and/or commitment. The central government covers all main 
reports on public finance. 

7. Budget execution The single treasury fund is not used. The line ministries do not receive lump sum appropriations for 
operating expenditure, but they receive detailed operating expenditure.  

8a. Performance budgeting Japan seeks to improve budget efficiency and effectiveness by utilising the PDCA (Plan-Do-Check-
Action) cycle which is a kind of performance budgeting and also contributes to strategic policy planning.  

8b. Evaluation and VFM The range of issues covered in ex post evaluation varies widely. It mandates coverage of a 
comprehensive set of issues in their evaluations. 

9. Fiscal risk and long-term 
sustainability 

Cabinet Office is primarily responsible the long-term fiscal projections which covers 6-10 years, are 
revised twice a year and incorporated into an overall direction of fiscal policy. The Fiscal System Council, 
which is the advisory body to the Minister of Finance on fiscal policy issues, conducted the “Long-term 
Projections on Japanese Public Finance in order to analyse the long-term sustainability and risk of 
Japanese public finance  

10. Quality assurance and audit Board of Audit of Japan takes on the supreme auditing. 

Note: Rows in bold represent notable international practice. 

  




