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LONG-RUN OPTIMAL MAINTENANCE POLICIES
CONSIDERING THE MARGINAL COST OF PUBLIC FUND

Tatsuhito KONO, Makine SHIMA and Daijiro MIZUTANI

When public agencies design maintenance policies, if the maintenance cost has a large share of the budget,
it is necessary to reduce the expenditures for other items, which decrease the benefits of the other items.
These additional costs due to an increase in the public expenditure are called the marginal cost of public
funds (or MCF). Our study takes account of the MCF endogenously to design maintenance policies. This
study explicitly considers MCF, and optimizes the long-term maintenance policy dynamically. The optimal
maintenance policy is not always the same as the maintenance-cost minimizing policy in steady state.



