Part II The Basics of Japan’s Defense Policy and Build-up of Defense Capability

1 Defense-Related Expenditures and Changes

(billion Yen)

Category

FY2011

FY2010

Fiscal YOY growth

(¥100 million)
50,000
49,392
49,500

¥4,662.5
billion

Personnel and food
provision expenses

¥2,085.0
billion

¥2,091.6
billion

66 (0.3%)

Material expenses

¥2,597.5
billion

¥2,570.9
billion

-266 (-1.0%)

47,500

Future Obligation

¥2,944.3
billion

¥2,940.8
billion

-35 (-0.1%)

47,000

New Contracts

¥1,662.3
billion

¥1,654.0
billion

-83 (-0.5%)

¥1,282.0
billion

¥1,286.8
billion

48 (0.4%)

Previous Contracts

-201 (-0.4%)

49,000
48,500

48,760
48,297

48,000

46,500
46,000

Note 1: Does not include SACO-related expense, nor U.S. forces realignment-related
expenses (portion meant to reduce the burden on the local community). If these
are included, the figures are 4,790.3 billion yen for FY2010 and 4,775.2 billion
yen for FY2011, and for future obligation, 2,982.5 billion yen for FY2010, 3,021.5
billion yen for FY2011.

49,262

47,903

47,815
47,426

47,028
46,826
46,625

FY02 FY03 FY04 FY05 FY06 FY07 FY08 FY09 FY10 FY11

Note: Does not include SACO-related expenses, or U.S. forces realignment-related
expenses (portion meant to reduce the burden on the local community). Total
sum of defense expenditures including these are 4,955.7 billion yen for
FY2002, 4,952.7 billion yen for FY2003, 4902.6 billion yen for FY2004, 4,856.0
billion yen for FY2005, 4,813.6 billion yen for FY2006, 4,801.3 billion yen for
FY2007, 4,779.6 billion yen for FY2008, 4,774.1 billion yen for FY2009, 4,790.3
billion yen for FY2010 and 4.775.2 billion yen for FY2011.

Toward a New Defense System

¥4,682.6
billion

Annual expenditure¹

1
2

Fig. II-3-4-2
Trend of Defense-Related Expenditures over the Past Ten Years

Chapter 3

Fig. II-3-4-1
Comparison between FY2010 Budget and FY2011 Budget

“Special Action Committee on Okinawa.” See Part III, Chapter 2, Section 4-1.
A large factor is that the obligatory outlay expenses (discussed later) to be paid based on contracts concluded in earlier fiscal years have decreased compared with the previous fiscal
year.
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Reference

2 Breakdown of Defense-Related Expenditures

Chapter 3
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Reference

1

2
3
4
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In the improvement of defense capabilities, some things span multiple years. In these cases, the fiscal year in which the contract is concluded is different from the fiscal year in which the
payment to the contractor is made. Therefore, first of all, the maximum future payment amount is appropriated in the budget as an act of bearing liabilities with national treasury funds
(budget authority only to incur obligations is granted, i.e., the Ministry of Defense is able to conclude a contract but not to make payment). Then, based on such budgeting, in principle, in
the fiscal year that construction is completed or that equipment is procured, expenses necessary for payment are allocated as budget expenditure (budget authority to incur obligations and
make payment is granted, i.e., the Ministry of Defense is able to conclude contracts and allocate budget expenditure). Budget expenditure for payments incurred under contracts concluded
in previous fiscal years is called “obligatory outlay expenses,” while expenditure for which the payment period has yet to come is termed “future obligation.”
A typical cost under this category is expenses for installation of a soundproof system in residences located near U.S. bases. (See Part 4, Section 3-3).
The comparison with the previous year does not account for SACO-related expenses and the U.S. forces realignment-related expenses (portion meant to reduce the burden on the local
community).
The sum total of general material expenses and future obligation concerning new contracts based on the act of bearing liabilities with national treasury funds. The contract is concluded in
the applicable year. It is the scale of the material expenses (operating expenses) that are to be contracted in particular fiscal year and, to be paid in the same fiscal year and the following
year. In FY2011 this is 2.5928 trillion yen.
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Fig. II-3-4-3
Structure of Defense-Related Expenditures
Structure of Defense-Related Expenditures
Annual expenditure
Defense-related expenditures are broadly classified into personnel and food
provision expenses and material expenses (operating expenses). Material
expenses (operating expenses) are further classified into obligatory outlay
expenses and general material expenses (activity expenses).
Personnel and food
provision expenses

Expenses relating to wages for personnel,
retirement allowance, meals in barracks, etc.

Expenses relating to procurement; repair and
upgrading of equipment; purchase of oil; education
Material expenses
and training of staff; facilities improvement;
(operating expenses)
barracks expenses such as lighting, heating, water
and supplies; technology research and development;
cost-sharing for the stationing of USFJ; and
expenses related to measures to alleviate the burden
on local communities hosting U.S. bases in Japan
Obligatory outlay Expenses paid in FY2011 based on contracts made
before FY2010
expenses
General material Expenses paid in FY2011 based on contracts made
in FY2011
expenses
(activity expenses)
Amount of future obligation
In the improvement of defense capabilities, it is common for multiple years
to be required in areas like the procurement of equipment, and upgrading
of facilities. Consequently, a procedure is undertaken whereby a contract
that extends for multiple years is arranged (five years in principle), and the
government promises in advance at the time of the agreement, to make
payment at a fixed time in the future.
Future obligation refers to the sum of money to be paid in the following
year and beyond based contracts like this which extend for multiple years.
Example:
Case in which 10 billion yen of equipment is procured under a contract to run for four years

FY2012

FY2013

Contract

Chapter 3

FY2011

FY2014
Payment

Paid in part
(1 billion yen)

Paid in part
(2 billion yen)

Remaining sum paid
(6 billion yen)

General material
expenses

Obligatory
outlay
expenses

Obligatory
outlay
expenses

Obligatory
outlay
expenses

Toward a New Defense System

Paid in part
(1 billion yen)

Future obligation (9 billion yen)
Amount of contract (10 billion yen)
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Fig. II-3-4-4

Relation between Annual Expenditure and New Future Obligation

Relation between Annual Expenditure and Future Obligation

Year of
contract

2008

2009

2010

2011

Personnel and food
provisions expenses
(44.9%)

2007

Advance payment
becoming annual
expenditure in current
fiscal year

2012

2013

2014

2015
and after

�

Defense-related expenditures looked at in terms of budget
expenditure, personnel and food provision expenses and
obligatory outlay expenses, both of which are mandatory
expenses account for 80% or more of the total.
Meanwhile, general material expenses which are an activity
expense account for around 20% of the total. Of this, mandatory
expenses such as expenses for base measures account for more
than 40%.
In this way, defense-related expenses are structured in a way
that makes it difficult to change the breakdown substantially
within a single fiscal year.

Contract

2010

Contract

2011

(Advance
payment)

General material
expenses (activity
expenses) (20.1%)

Contract

On material expense contract base
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FY2011 defense-related expenditures
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Fig. II-3-4-5

Breakdown of Defense-Related Expenditures (FY2011)

Base measures 9.3%

By expense

Facility development 2.6%
R&D 1.8%
Other 1.7%

Other
15.4% (7,198)

General materials
20.1% (9,388)
Personnel and
food provision
44.9% (20,916)

Obligatory outlays
35.0% (16,321)

GSDF
38.2%
By
ASDF
(17,817)
22.7% organization
(10,602)
MSDF
23.6% (11,008)

Procurement of
equipment, etc.
16.7%

By
purpose
of use

Personnel
and food
provision
44.9%

Maintenance, etc.
23.0%

Notes: 1. ( ) is budget amount, unit: ¥100 million.
2. The above figure is SACO-related expenses (10.1 billion yen, excluding the portion meant to reduce the burden of local community (102.7 billion yen)
out of the U.S.forces realighnment expenses.
3. For an example of usage breakdown, see Reference 21.
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Future obligation

2009

Predetermined part

Contract

New part

2008

Obligatory outlay expenses
(35.0%)

2007 Contract
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3 Comparison with Other Countries

Reference

Fig. II-3-4-7
Changes in Defense Expenditures Over the Past Ten Years

Fig. II-3-4-6
Defense Expenses of Major Countries (FY2009)

(Times)

Defense expense
(unit: $ million)

6

Per capita defense expense
(unit: $)
Defense expense as % of
GDP

Russia 5.86 times
5
China 3.68 times
4
U.S. 2.30 times
3

U. S.

U. K.

Germany

40,893

636,472

63,501

38,636

42,590

321

2,023

1,031

470

684

0.9

4.5

2.8

1.3

2.0

France
2

1
Main EU countries 1.39 times
0

Japan 0.95 times

2001 2002 2003 2004 2005 2006 2007 2008 2009 2010
(FY)

Notes: 1. Created based on the defense expenditures published by each country.
2. These are numerical values obtained by simple calculation of the ratio
between the defense expenditures each year, with the FY2001 value as 1
(times) (rounded off two decimal places).
3. The definition and breakdown of the defense expenditures of each country
is not necessarily clear. As we must take into account various factors such
as foreign exchange fluctuations and price levels of each country, it is very
difficult to draw a comparison of defense budgets or expenditures among
the countries.
4. The figures for main EU countries were calculated based on the sum total of
the defense expenditures of the United Kingdom, France, and Germany.
(Since France and Germany converted to the euro in 2002, it was newly
calculated with 2002 as 100).
5. See Reference 22.

Toward a New Defense System

Notes: 1. Defense expenses are from each country’s public documents. The
dollar exchange rate uses purchasing power parity (OECD
publication). US$1 = 115 yen = 0.619 pounds = 0.807 euros (Germany)
= 0.878 euros (France).
2. Populations are from the State of World Population, GDP figures are
from the Japanese Ministry of Finance Major Economic Indicators,
etc. Japan’s population is from the Monthly Report of Current
Population Estimates (Ministry of International Affairs and
Communications publication).
3. U. S. defense expenses are the narrow definition of expenditures,
according to the FY2011 Historical Tables.

1
2
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Japan

A gauge that measures each country’s ability to purchase assets or services by taking into account their respective price levels.
The Fig.II-3-4-6 excludes Russia and China, for which no OECD data on purchasing power parity exist. For changes in defense expenditures of each country in its local currency, see Part
I, Chapter 2, Fig.II-3-4-7 and Reference 22 (Changes in Defense Expenditures of Each Country).
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