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< Prioritization of Budget Allocations

/— Budget Concentration to Priority Areas'

F——-=-—-

[Human Resources Devel opment]

competitive process

job assistance

1o University reforms( 53.3 billion, +18%)
Focused support to excellent research projects in universities through a

o Promote employment for the youth (  37.4billion: +24%)
Job encouragement to the youth, development of occupational skills and

o “Promoting a strategy for creating new industries” ( 87.3 hillion: +41%)
Key personnel development in manufacturing
o Expanding competitive research grants ( 467.2billion:; +30%)

'TBuilding afair and secure aging society and addressing

' declining birth-rate]

1 0 Measures to tackle declinin
Assistance to nursery schools ( 279.6 billion: +5%)
o “Strategy for health frontier”
Installation of mammography (3.9 billion: new)
Establishment of nursing care prevention centers ( 22.5 billion: new)
o Safety and security of food
Grant for food security (2.7 billion: new)

g birth-rate

[Building attractive urban areas and local areas with their

haracteristics and own ideas]

o 1Q

Towards "tourism country" (38 hillion: +11%)

Promote advertising of Japanese tourism

o Support for foundation of small and medium enterprises

( 15.8 billion: 39%)

Build networks among SMEs and facilitate new business creation

o Security Measures

Reducing illegal foreign residents by half (3.7 billion: +62%)
Outsourcing of correction services (2.2 hillion: 180%)
Prevention of international terrorism (- 23.7billon: 7%)

[Creating an environment-friendly society and economy, and

tackling global environmental problems]

[Prioritization of public works]

o Building an earth-friendly society ( 23.3 billion: +86%)

Establishing a voluntary domestic carbon trading system

+Community Development Grant (3¢ 193 billion: +45%)

+Loop roads in the three largest urban areas (¥ 196.1 billion: +14%)

i i « Super key ports and harbors (¥ 27.8 billion: +21%)

Y ear -on-year percentage changesin major expenditure categories I

29 Education Public SMEs Food
& Science 26 Defense Works ODA Promotion Energy Supply
. H -
Social (Science only) -1.0 L 05 | Py -1.0
Security -6.7 -3.6 -3.8 -

Inter-ministrial
Coordination

1o Utilizing policy packages
18" policy packages’

1

1

|(Examples)
Promoting contents
business

( 4.7billion)

Strengthening infectious
diseases prevention
( 15.4nbillion)

OcCoordination by Council
for Science and
Technology Policy

S: +13%
A+ 7%
B:-5%
C:-15%




< Improving Budget Quality and Efficiency

--------------------------------------------------------------------

Thorouah review of exnenditures and revenues

Strengt henin g of Improvement of budget quality
due to strengthening of “ See” P _ i .
the manadgement cycle ohase t | I Improving expendiiture efficiency

OCost reduction

Utilize discount airline tickets

Plan |:> Do |:> See(check) Reduce vehicles and introduce fuel-efficient car

(Budget Formulation) (Execution) (Bvalluation Vertification) |: :  OReview of administrative operations
(DResult of budget executionsurvey | : Efficient prison operation (- ¥ 0.8 billion)
M nagement cycle @ Settlement acc;ount and report of OStreamlining
in budget process Seitl ement it Rationalize a national tax computer system and reduce its maintenance cost (- ¥ 0.2 billion)
| O piliey CHENETETS Review allocation of government office and facilitate utilizing rentals of commercial
Action(Feedback) buildings (-¥0.05 billion)
E@Reﬁult of the budget execution survey (53 projects) ¥ 27.5 billion I Diversifying revenues
: i (ex.)Abolishment of aproject for promoting nature-friendly regional development ii i OPromotion of disposal of national property
( ¥0.1 billion) Encouragement of property purchases for rent (+ ¥ 25.5 billion)

: : :  Olmprovement of fee system
:(@Settlement and report of settlement by GAO---[ Earlier submission to the Diet (Nov 19, 2004) J Electric service charge system in line with electricity congestion (+¥ 6.7 billion)

OuUtilization of advertising media

Appropriately reflecting the recommendations on settlement by GAO and the Diet i ) ] o ]
To ensure advertising revenue, advertisementsin government's publications will be

(ex.) Pension contribution will be no longer used for pension welfare facilities

. considered.
: construciton HH
: @Policy evaluations ! © II Review of the budgetary system
i Establish clearer targets and ex post evaluation methods, and harness them in the i i OReview of optiona contracts: Lowering disclosure standard (¥ 16 million — ¥ 1.6 million)

budget formulation process OMarket test: model projects for job-placement offices and collection of pension contributions

(ex.) Promotion of organ transplants (e.g. enlightening campaigns for promation of
donor registration): (target) 0.3 million bone marrow donor registry

....................................................................................................................................................... )\
M odel projects [ Example] (Ministry of Foreign Affairs) il Reducing the number
(target) 10% increase in the number of Japanese staff in the UN and its affiliated of civil servants
: organizationsin coming 5 years (from 610 in 2004 to 670 in 2009) i Z
Quantitative outcome targets and strict ex post evaluationswith:  (method) Provision of information on career opportunities, approaching executive —624 presons (5,445
i 1)Facilitation of multi-year projects by contract authorization, etc. ~officers and human resources officers of such organizations, and receiving more i decrease and 4,822
i 2)Relaxation of input controls recruit missions it increase)
: i (non—enterprise)

(Relaxation)Consolidation of budget expenditures, such as domestic and foreign
travel costs/remuneration, into single line-items

_5_

(FY 2004: -445)



General Account Budget (Fy2005 Budget)

(Unit: billion yen)

FY2004 FY2005
(Initial) (Initial) Note
FY2004 FY2005
(Revenue)
Tax Revenues 41,747.0 44.,007.0 2,260.0 Effect of additional transfer of tax resources:A 691.0
The increase in tax revenues due to reduction in the across-the-board tax credit
(20%): 185.0
Non-tax Revenues 3,773.9 3,785.9 12.0
Government Bond Issues 36,590.0 34,390.0 -2,200.0 Bond dependency: 41.8% ( FY 2004 initial budget: 44.6%)
Construction bonds 6,500.0 6,180.0 320.0
Special Deficit-financing 30,090.0 28,210.0 1,880.0
bonds
TOTAL 82,110.9 82,182.9 72.0
(Expenditure)
National Debt Service 17,568.5 18,442.2 873.7 [[Including increases such as increased fixed-rate transfer due to a rise in the
government bond outstanding (553.6).
Local Allocation Tax Grants 16,493.5 16,088.9 -404.6
General Expenditures 47.632.0 47.282.9 -349.1 [Including increases due to the rise of the state contribution to the basic pension
' ’ benefits (237.4).
Subsidies for redemption of 416.9 368.9 -48.0
'‘NTT interest-free loans'
(B type)
TOTAL 82,110.9 82,182.9 72.0




Trends of General Account Tax Revenues,
Total Expenditures, and Government Bond Issues

Trillion Yen

100
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Total Expenditure

I e i e (- T
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50.6
50 |
Tax Revenue 38 433 440 440
40
344
324 —
30.0
30 | —
Govt Bond Issue
\21‘2 217
20 | o 185
16.2 165 [ ]
135 128 153
] 11.3
10l 9.4 95
72 66 73 67
0 HHHH
83 84 85 86 87 83 89 90 91 92 93 94 95 96 97 98 99 00 01 02 03 04 05
Nominal 286.3 4147 500.0 513.2 5115
GDP
(Trillion Yen (FY2004 figures are estimates

Note: FY1983-FY2003: settlement, FY2004: revised, FY2005: budget
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General Government Gross Debt (international Comaprison)

(As a percentage of GDP

CY 1991 [ 1992 [ 1993 [ 1994 | 1995 | 1996 | 1997 | 1998 | 1999 | 2000 | 2001 | 2002 | 2003 | 2004 | 2005
Japan 648 | 687 | 749 | 79.7 | 87.1] 939]100.3| 112.2| 125.7| 134.1| 142.3| 149.3| 157.5( 163.5( 170.0
United States | 71.3 | 73.7 | 754 | 746 | 742| 734| 709 67.7| 64.1| 582| 579| 60.2( 625| 635| 649
United Kingdom| 33.6 | 39.8 | 496 | 478 | 52.7| 52.6| 532 53.8| 488| 459| 412 415 420| 434| 449
Germany 388 | 418 | 474 | 479 | 57.1| 603| 618| 63.2| 616| 609| 60.5] 629| 651| 67.0| 68.6
France 403 | 447 | 516 | 553 | 639| 675| 694| 711| 673| 66.2| 649]| 687 712| 74.0] 76.2
Italy 116.5(126.0(127.9(134.4 | 133.5( 135.7| 133.0| 133.4| 128.4| 124.5| 122.0| 121.5| 120.9]| 120.0| 119.5
Canada 821899 ] 969 | 98.2]100.8] 100.3] 96.2] 93.9| 89.5| 818 81.0{ 777{ 733 70.6{ 672

Source: OECD Economic Outlook 76 (December 2004). Figures are general government figures calculated on SNA basis.
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General Government Financial Balances

(International Comparison)
(As a percentage of GDP

CY 1991 | 1992 | 1993 | 1994 | 1995 | 1996 | 1997 | 1998 | 1999 | 2000 | 2001 | 2002 | 2003 | 2004 | 2005
General Government Excluding Social Security
Japan -09| -17| -46|-57|-66|-68|-56|-69|-83(-80|-62|-77|-74|-62] -6.1
United States| -58| -66| -56|-44(-39|-31|-19(-08|-06| 01(-20|-54|-60]|-57|-56
General Government
Japan 18 08| -24|-38|-47|-51|-38|-55|-72|-75|-61|-79|-77|-65| -6.4
United States| -49| -58| -49|-36(-31|-22|-08| 04| 09| 16| -04|-38|-46|-44| -41
United Kingdom| -31| -65| -79|-68]|-58|-42(-22| 01| 10| 38| 07| -17|-35|-32| -32
Germany -29| -26| -31|-24|-33|-34|-27|-22|-15( 13| -28|-37|-38|-39]|-35
France -24| -42| -60|-55|-55|-41(-30]|-27|-18(-14|-15|-33|-41|-37]-31
[taly -11.7 | -10.7 | -103 | -93 | -76 | -71| -27| -31 | -18| -0.7 | -27 | -24 | -25 | -29 | -3.1
Canada -84 -91| -87|-67]-53]|-28( 02| 01] 16| 29| 11| 03| 06| 11] 12

Source: OECD Economic Outlook 76 (December 2004). Figures are calculated on a SNA basis.
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