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In the UK, construction law is considered a specialized legal practice area. In Japan, construction law rarely is
treated as a specialized legal practice, although construction litigation is considered a specialization. Due to
this difference, there has been limited commentary published on Japanese construction law. This series
explains major topics in Japanese construction law, as compared with the construction law of other countries.
This first installment will discuss the standard construction contract forms that shape Japanese construction
practice.

1. Major Standard Construction Contract Forms in Japan

Standard forms are widely used for construction projects in Japan, as they are around the world. The most
common standard forms in Japan are the Standard Conditions of Contract for Public Works (“Public Works
GTC"), which is used for public works, and the Joint Seven Group Standard Conditions of Contract for Private
Work (the “Joint Private Work GTC”), which is widely used for private projects. These are standard forms for
traditional construction contracts that do not cover design work.

The Public Works GTC is a standard construction contract form for public works published by the Central
Construction Council. Japanese national and local governments were the employers in approximately 36% of
the construction projects in Japan during the 2024 fiscal year. Certain types of companies, like general electricity
utilities and train operators, are often use the Public Works GTC contract form. Therefore, the Public Works
GTC has a significant market share in Japan. As of the date of this newsletter, the latest version of the Public
Works GTC was released on September 2, 2022.

The Joint Private Work GTC is used by an overwhelming percentage of the private-sector construction market
in Japan. As the name implies, it was drafted through the joint efforts of seven industry groups of architects and
contractors. Since publication of the first edition in 1923, the Joint Private Work GTC has been revised multiple
times, with the January 2023 edition being the most recent, as of February 2025. In addition to the Joint Private
Work GTC, industry groups have published standard forms for small-scale design-build contracts, remodeling
contracts, and repair work on apartment houses.

The Japan Federation of Construction Contractors (“NIKKENREN”) also has published a standard form for
design and construction work (“NIKKENREN Design and Build GTC”). However, the Joint Private Work GTC
generally is used even where the scope of work includes design work. The NIKKENREN Design and Build GTC
is designed to respond to Japanese practices, in which a contractor often performs both design work and
construction work, and this standard form was designed to manage the risks arising from this practice. It differs
from design-build contracts like the FIDIC Yellow Book (used in international practice) (“Design-Build
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Contracts”), which are designed to remove the interface between design and construction work and manage
the aggregate cost of construction work. The major differences between Design-Build Contracts and the
NIKKENREN Design and Build GTC are as follows: (i) Design-Build Contracts often include a form of strict
liability called “fit for purpose liability,” while the NIKKENREN Design and Build GTC simply combines the liability
of the designer in the design contract with that of the contractor in the construction contract, and (ii) overseas
Design-Build Contracts often attempt to prevent increases in construction costs by fixing the price at an early
stage, while the NIKKENREN Design and Build GTC takes a different approach, and fixes the price once the
design is finalized.

In addition, the Standard Conditions of Contract for Private Works (A) and (B), issued by the Central
Construction Council, are important to and have a significant influence on practices in Japan. The Model
Domestic Plant Construction Contract Form issued by ENAA (the Engineering Advanced Association of Japan)
as an integrated design-build contract for plants is another important standard form, used for plant projects.

2. Use of the FIDIC in Japanese Projects

The standard forms issued by the International Federation of Consulting Engineers (“FIDIC”) are well-known
and have a large market share in connection with international construction projects (especially those in
developing countries). However, unique domestic standard forms are used commonly for domestic projects in
developed countries. For example, in the UK, where the FIDIC standard forms originate, JCT standard forms
and NEC standard forms are used for the majority of domestic projects. In fact, only 1% of domestic construction
projects in the UK use FIDIC standard forms?'. This may be because construction practices in each country
have developed based on the standard contract terms used in the relevant country, and those standard forms
also have developed and changed based on traditions and construction practices in the relevant country. On
the other hand, in emerging countries that do not have these customs and traditions, international standard
forms like the FIDIC standard forms are popular.

Recently, international standard forms like the FIDIC standard forms have been used with increasing frequency
for Japanese projects that have international elements. For example, the FIDIC standard forms often are used
when the project’'s employer is a foreign company. They also are used for projects in which overseas practices
will be incorporated into Japanese practices, like offshore wind projects. It is important to examine how the
Japanese construction industry is accommodating this trend.

3. Further Developments in Japanese Standard Forms

As mentioned above, the Public Works GTC and Joint Private Work GTC occupy pivotal positions, and are the
current standards, in Japanese construction practice. However, it should be noted that Japanese standard
forms are not as flexible as foreign standard forms. For example, the suites of JCT standard forms include
various forms that can be used throughout a project, including consulting contracts (including design),
subcontracts, sub-subcontracts, and construction management (CM) contracts, in addition to the traditional
construction contract. In addition to standard lump-sum contracts, there also are forms that accommodate
various pricing mechanisms, such as measurement work and open-book cost-plus-fee contracts. In addition,
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the NEC standard forms provide a mechanism for easy customization, through the use of optional, pre-drafted
clauses for various purposes.

In Japan, surveys have shown that there are many situations in which no written contract is executed, despite
the legal obligation to do so pursuant to Article 19 of the Construction Business Act. This reality may be partly
due to the lack of appropriate standard forms for relevant situations. In the absence of a written agreement, the
standard regulations in the Civil Code will apply, and these regulations are disadvantageous to contractors in
both the primary contract and sub-contract situations. In addition, Japanese standard forms only include lump-
sum pricing mechanisms. However, the possibility of establishing new standard forms to accommodate open-
book cost-plus-fee mechanisms is mentioned in a report published by the relevant government council.

Given the increasing number of international construction projects in Japan, the further development of
domestic Japanese standard forms and Japanese construction law will become an important theme, and is
likely to proceed with reference to standard forms and construction law standards and practices in other
countries.
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