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CHALLENGES REGARDING THE VFM EVALUATION METHOD IN JAPAN

Masamitsu ONISHI

VFM (Value for Money) is an index to determine to apply PFI (Private Finance Initiative) or the con-
ventional scheme as an appropriate procurement scheme for a specific project. The mehod of VFM evaluation
is critical for the decision regarding the choice of PFI or not. The guildeline published by the Cabinet Office in Japan
defines the VFM as the reduced amount of public expenditure. However, the government is mere one of the stakehold-
ers of the project. Therefore, the index based on the public expenditure does not necessary coincide with the desirable
index from the social point of view. This study discusses the evaluation criteria for the choice of PFI from the concept
of social welfare (hereinafeter called social welfare VFM) which is the most orthodox normative criterion in the eco-
nomics. This study points out the hidden assumptions that the VFM evaluation method of the guideline gives a same

decision with the one given by social welfare VFM.
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