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{Support for Japan’s ruling party eroding

TOKYO, March 23 (Reuters) — Japan’s ruling political party got some bad news on
Friday from an opinion poll showing voter support has fallen to levels that have proven
disastrous for the party in past elections.

The survey, conducted by the daily Asahi newspaper earlier this week, found that
voter support for the LDP had slipped to 22 percent from 24 percent last month — its
lowest level since July 1998, when the party suffered catastrophic losses in an Upper
House poll.

Even more worrying for the party, half of the 2,000 respondents said they do not feel

it is acceptable for the LDP to remain in power.>
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{Shake off your slumber, Japan

Here is a question for a quiz show: Which country has a prime minister with a
single-digit approval rating, who has lost his party’s support and barely survived a
parliamentary no-confidence motion, but insists on clinging on?

Unfortunately, the correct answer is Japan, the world’s second largest economy. It has
had more prime ministers in the past 10 years than Elizabeth Taylor has had husbands,
and each has been more uninspiring than the previous one. (The Straight Times,

Singapore, Mar. 9)>
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{Japan’s Debt Problems Mounting

By Stephanie Strom, NYT News service

Bankruptcies are mounting while corporate earnings, exports and asset values are
falling, all of which constrains the ability of Japanese companies to repay their debts.

Japanese banks have lent ¥353 trillion — $2.9 trillion at current exchange rates — to
Japanese companies, figures from the Bank of Japan show. They also have lent ¥8.4
trillion to local governments, most of which are effectively bankrupt. (Asahi Weekly,

April 15)>

Japan’s Dilemma (HIREH1)
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<U.S. President George W. Bush has made clear he wants to cement Japan as
Washington’s closest Asian ally, but if Tokyo’s regional clout continues to wane his
administration might begin to focus more on China, just as the Clinton White House did.

(Reuters, Mar. 23)>
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{Lame-duck Japan risks losing Asia influence

By Stuart Grudgings

Tokyo, March 23 (Reuters) — As Japan waddles on with a lame-duck prime minister
and an even lamer economy, one of the biggest casualties may turn out to be the nation’s
already waning influence in Asia.

Although Japan’s status as Asia’s economic superstar has been tarnished over the past
decade, analysts and policy experts say the latest malaise is another blow to Tokyo’s
long-held ambition of exercising stronger leadership in the region.

“Everybody’s watching Japan with some degree of alarm,” said Professor Wang
Gungwu, director of the East Asian Institute at the National University of Singapore.

“In many ways, Japan was the model for everyone in the region. At the moment,
everyone is just baffled.”

That bafflement stems from a power vacuum in Tokyo that has left Japan effectively
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leaderless just as the economy threatens to slide back into recession, and the banking

system into crisis.>
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<Five senior politicans of Obuchi’s venerable Liberal Democratic Party met behind the
ornate screens in Tokyo’s Akasaka Prince Hotel to decide which of them would get the
top job. The Gang of Five, as they are known, hurriedly picked Mori without consulting
the rest of the party, much less the nation. (Time, Mar. 5)>
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<Indeed, public mistrust of current coalition politics runs so deep that it appears almost
irreparable under the present political circumstances. That mistrust stems largely from
the shady succession game through which Mr. Mori took over from an ailing Prime
Minister Keizo Obuchi in early April. The undemocratic procedure, which was never
fully explained to the public, implanted deep doubts in the people’s mind over the

legitimacy of Mr. Mori’s prime ministership. (The Japan Times, Nov. 21)>
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{The public has been increasingly dissatisfied over the ruling coalition’s handling of the
economy, which remains sluggish despite the tens of trillions of yen that have been spent
over the years in the name of “sustainable recovery.” Despite this sentiment, the Mori
administration remains dedicated to a policy of massive deficit spending, putting budget

reform on the back burner. There is indeed a sense of crisis that the nation will go
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bankrupt unless something is done to stem the ballooning debt burden. (The Japan

Times, Nov.21)>

{This out-of-control spending spree threatens to bury Japan in debt. The major player,
a quasi-government company called the Japan Highway Public Corp. (JHPC), hopes to
build and manage an additional 11,000 kilometers of expressway by 2021, collecting tolls
until its debts are paid in midcentury. At that time, the company promises to drop the
tolls. A review by his auditors sketched a worst-case scenario under which the JHPC’s

debts triple by midcentury to $570 billion. (Newsweek, Nov.12)>
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{The construction industry employs 109§ of Japan’s workforce, twice the proportion in
the U.S. And even though the construction market has shrunk since the peack of the
speculative “Bubble Economy” of the late 1980s, the number of construction workers has
gone up, to around 6.5 million recently compared with 5.9 million in 1990.

Why? Since the bubble burst, Tokyo’s primary weapon to spur the economy has been
round after round of public works spending. “After the bubble, Japan should have been
scaling down this sector, but because of the stimulus packages, this sector kept growing,”
says political analyst Okazaki Shigenori of UBS Warburg Securities in Tokyo. “These
people had to be kept employed, so they kept pouring money into public works.”

They have to be kept employed for two reasons. One, there are a lot of them, and
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Japan has a skimpy social safety net for the jobless. Two, the construction lies at the
center of the LDP’s political power base. “We have to depend on the power of politicians
to win contracts for public works projects,” an executive of the Japan Federation of
Construction recently told the Japan Times. “So we have supported [LDP members’]
election campaigns.”

The support comes in the form of funds, manpower during campaigns, and block votes
on election day. And they, not blue-chip car or electronics compaines, are the ones with
a presence in every town and city in Japan. The situation is similar across the entire
range of industries made up of domestically-oriented businesses — agriculture, small
manufactures, distribution, retail and, most problematically, the financial system. They
give support to the LDP, and the LDP reciprocates with, if not public works, protective
regulation. (Asiaweek, Mar. 16)>
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{Setting sun is more like it. The stock markets plummeted last week to depths Japan
hasn’t seen since 1984. By the end of this month, total government public debt will top
$5.5 trillion, a head-spinning 13095 of GDP. (America’s $3.4 trillion in federal public debt
is 35% of GDP.) “Japan’s public finances are very near collapsing.” Finance Minister
Kiichi Miyazawa said in uncharacteristically blunt remarks on March 8. (Time, March

26)>
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<Finance Minister Kiichi Miyazawa had acknowledged the seriousness of Japan’s
plight with his startling Mar. 8 comment that Japanese finances were “on the verge of
catastrophe.” One Japan-watcher, David L. Asher of the American Enterprise Institute in
Washington, figures Miyazawa was being candid because he realized the current LDP

leadership has reached the end of the line. (Business Week, Mar. 26)>
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{It’s all coming to a head. The nascent recovery triggered by the public spending and
the govenment’s $70 billion infusion to prop up shaky banks in 1998 has now fizzled out.
“No matter what I say, the economy is in critical recession,” Finance Minister Miyazawa
Kiichi told parliament this week, departing from Tokyo’s usual insistence that recovery
is around the corner. GDP shrank 0.6%9§ in the July-to-September quarter, and is not
expected to have rebounded much — if at all — in the fourth quarter. The jobless rate
of 4.99§ is the highest since the end of World War II and expected to rise. Scared
consumers are refusing to spend. The Nikkei stock average this week fell to its lowest
levels since July 1985. The Bank of Japan has cut short-term rates to 0.15%. In return,
the government has promised to do more to clean up the shattered banking system and
is drawing up yet more emergency measures. But the markets remain dubious. (Asi-

aweek, Mar. 16)>

{The present crisis, with Prime Minister Yoshiro Mori coming under increasing
pressure to resign, is but a continuation of a decade-long crisis. Cleaning up the mess
created by the bursting of the asset-inflated bubble economy of the early 1990s would
have been difficult enough, but the lack of political leadership has exacerbated it.
Businesses that should have been restructured or closed down, have been kept going,
insolvent banks have been encouraged to keep lending to them, even as the banks’
non-performing loans ballooned; and the government has kept the whole show going with
massive fiscal injections that have left Japan with public debt amounting to more than
120 percent of GDP.

Even now, with a financial crisis threatening a deep recession, the political instinct is

to postpone the day of reckoning. (Straight Times)>
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{The question is whether politicians are taking, or trying to take, the initiative in the
right way. Picking a fight with the central bank is not the right way to demonstrate their
clout. If they thought they were doing the right thing in this latest episode, they were
wrong. A specific interest-rate issue is best left to the central bank, which knows best
how to deal with such things, although the government and political parties are free to

express their views. (The Japan Times, Aug. 15)>

{Politicians urge the central bank to expand the quantity of money in circulation.
What they mean is that it should, in effect, print money, for that is what the suggestion
for the bank to underwrite government bonds or make so-called “unsterilized” interven-
tions in the currency market, amounts to. The central bank has hitherto refused to adopt
such policies, but recent statements indicate it may be softening its stance. (Straight

Times)>
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{The bad news is impossible to conceal. The Fitch Inc. rating service, for example, on
Mar. 14 said it may downgrade 19 Japanese banks. Rumors swirled that several were

near insolvency. (Business Week, Mar. 16)>
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<It was a big mistake. Mori, a hulking ex-rughy player who shows evidence of having
spent too much time at the bottom of scrums, has been a disaster since taking center
stage. He has committed blunder after blunder, starting with his inability to perform the
proper deep bow at Obuchi’s funeral. Later Mori spoke favorably of Japan as a “divine
nation,” an unappreciated and embarrassing nod to the nation’s militaristic past. And
then there are those envelopes stuffed with 10,000-yen notes that keep turning up — or
going missing. At the Ministry of Foreign Affairs, for example, the travel office is $5
million short. Scandals have forced three of Mori’s cabinet members to quit. Adding to
the aura of sordidness, magazines have been publishing photographs of the Prime
Minister drinking with suspected members of organized crime syndicates. (Time, Mar.

5>

{The premier’s public support is down in the single digits due to his numerous verbal
gaffes, his sluggish response to the accidental sinking of a Japanese fishing vessel by a
U.S. submarine, an unending stream of government scandals, and the recalcitrant

economy. (Asiaweek, Mar. 16)>

{After Mr. Mori’s careless remark on the secret negotiations with North Korea over
the alleged abduction of Japanese civilians by North Korean agents hit the headlines,
public discontent seemed to near a boiling point. The prime minister further disenchanted
the people by his seemingly cavalier attitude toward the resignation of Chief Cabinet
Secretary Hidenao Nakagawa over an extramarital affair linked to an antidrug investi-

gation. (The Japan Times, Nov. 21)>
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{Mori’s most damaging bungle occurred Feb. 10 when he blithely continued his
Saturday round of golf after being informed that nine people, including four teenage on
the links, is overstaying his welcome students, had been lost when an American subma-
rine collided with a Japanese fishing boat off the coast of Hawaii. He still isn’t repentant.
“How can you consider it a situation requiring crisis management?” he says. “It was an

accident. I feel I properly demonstrated the required leadership.”
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Nearly everyone else in Japan, including members of Mori’s party, disagrees. An Asahi
Shimbun poll shows his approval rating has plunged to a rock-bottom 99%. (Time, Mar.
5>
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{Japan Sinking Mori

Does Japan’s Prime Minister Yoshiro Mori have that sinking feeling? Upon hearing
that a U.S. sub had just sunk a boatful of his countrymen, he finished his round of golf
before heading to the office to deal with the crisis. “Politics is too important to be left
to Mori,” trumpeted the Tokyo newspaper Asahi, echoing sentiments nationwide. It got
worse: “The ship called Japan is in peril of foundering with Captain Mori at the helm,”
the newspaper went on. To be sure, the accident wasn’t his fault. But couldn’t Mori at
least have handled the spin a bit better than by asking reporters whether they expected
him to carry a TV set to the golf course to stay in touch?” His leadership may be about
to take its final plunge. He'll probably stay in power for a few weeks until the Diet
approves this year’s budget. But after that, it’s likely to be back to the greens for the

“absent” prime minister. (New York Times)>
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{Local media accuse Murakami of receiving large sums from KSD since 1996, when he
spoke in parliament in favor of the foundation’s plans to build a technical school. The
$150 million project was approved and the school is due to open in April. Some months

after his speech, a KSD affiliate began paying what became $180,000 over two years in
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rent for a campaign office for Murakami. Later, he allegedly received $425,000 in cash.
Murakami acknowledges accepting KSD contributions, but insists he committed no
offense. He told parliament: “I plan to prove my innocence in the legal process.”

That was the simple side of the case. How’s this to make sure your man becomes a
bigshot?” To get high up on the LDP’s list of candidates for a proportional representation
constituency — thus assuring entry into paliament — a politician must show that he or
she can win endorsements from party members.

Political analyst Morita Minoru says the Murakami affair is unusual in that KSD is a
semi-public body. Otherwise, it is a typical example of the way political donations are
open to abuse. “Companies are in cozy alliances with politicians on a daily basis, offering
funds through a wide range of channels,” he says. “In return, they expect politicians to

work in their interest.” (Asiaweek, Mar. 16)>
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{The Japanese government faces a Sisyphean task in reforming the way politicians to
about their business. Despite years of pledges and plans to eradicate the practice of
money for favors the intended reforms do not seem to be taking root. (The Japan Times,

Jan. 11
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{No one seems eager to take over Mori’s job given the drubbing the ruling coalition
faces in the July polls. Worse, no one has the obvious ability and stature needed to rally
support and get Japan moving forward on.

Sure, the party wants Mori out because he is such an embarrassment. But there is an
election for the Upper House of the Diet scheduled for July 29. If the LDP bombs out as
expected, a LDP Prime Minister, who also heads the party, would have to resign to take
responsibility. This means whoever succeeds Mori will probably serve as Prime Minister
for a very short time, basically a cameo role. Who wants to come on stage just as the

wooden clappers are about to sound, ending this play and sending the audience home?>

<{But even if Mori is somehow bundled off stage, there is still a problem with the last
act. Who would succeed him? The LDP sorely lacks a powerful shogun like the late
Noburu Takeshita who not only served as Prime Minister but was a master at “misshitsu
seiji,” the behind-the-screen politics of grooming new leaders and smoothing over intra-
party squabbles.

Mori will somehow, some way — be depossed. And a successor will be selected. But
as usual the work will have been done in private, at expensive restaurants — behind
those decorative screens. Says Kenji Gato, a senior political reporter in Tokyo: “When
the curtain is raised on the LDP meeting, the play ends.” That’s not Kabuki we’re talking
about, but Japanese politics. (Time, March 5)>
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{Confusion reigns

By Elaine Lies

Under severe pressure on all sides, Mori agreed to bring forward the party election
from September. But confusion reigns over when he will exit the stage, who might take
his place and, even, when the actual election might be.

Adding to the confusion was a statement from a senior LDP figure, Makoto Koga, that
there could be two votes, one in April and the second in September as originally set.

Japan has seen a revolving-door succession of prime ministers, will few lasting more

than a year, adding to the sense of a nation adrift politically and economically. (Reuters)>
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{Why Japan’s Mori must go

It is a country that once felt great and proud, and now feels rather glum and second-
rate. It is a country that has suffered a decade of economic stagnation, that in the past
few years has zig-zagged in and out of recession, and in which unemployment has climbed
to worrying levels, having for decades been virtually unknown. It is a country that faces
the prospect of political change on its doorstep if the two Koreas continue their thaw, and
political challenge in its region if China continues its growth. But it is also a country
whose banks and life insurance companies, repositories of much of the nation’s savings,
look either weak or plain insolvent. That, in turn, makes it a place that could be knocked
flat on its back if there were to be some sort of worldwide economic downturn, par-
ticularyly one originating in the United States, the biggest single market for the country’s
exports.

The country is, of course, Japan. To any political analyst with a sense of history, the
circumstances just outlined should make Japan look a perfect candidate for some sort of
extreme political change. Yet few seem to take such a prospect seriously, particularly

inside Japan itself. (Economist)>
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<If the casual visitor still sees Tokyo as the very image of international prosperity —
well-heeled crowds; gleaming skyscrapers; French haute cuisine and American fast-food
Meccas; Gucci bags; Europe’s best orchestras packing concert halls; Mercedes and
BMWs alongside Toyotas — forget it. It is the stored-up light a long-fading star.
How did Japan, star of the last century’s unprecedented “economic miracle,” get into
this fix? What can be done about the political malaise of boss rule and factionalism that

lies at the root of it all? When will a younger generation take over — or will it ever?
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(Frank Gibney, president of the Pacific Basin Institute at Pomona College and professor

of politics.)>
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{WANTED: ONE PRIME MINISTER There are no heroes in this (im)morality play
as Mori prepares to exit, but no one seems to want his job

By Barry Hillenbrand

Pay attention now. This may be a little hard to follow. It might even sound like one
of those confusing Kabuki plays — full of riddles, contradictions and vainglorious people
doing despicable things behind decorative screens. But it’s all about Japanese politics,
which is arguably more important than Kabuki. Or maybe it’s another form of Kabuki,
with the actors in expensive Ginza-tailored gray and black suits instead of ornately
stitched kimonos. And in lieu of the requisite, delicately painted hand fan, the preferred
politico prop would be an envelope stuffed with cash.

The central role is being played by the Prime Minister of Japan. (Asia Week)>
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{Western journalists have thus come to regard Japan as a nation where an incompre-
hensible and bizarre political drama is being played out.
But if Prime Minister Yoshiro Mori bows out, who will take over to keep this farce
going? The San Jose Mercury News in the United States raised this question in a recent
editorial. Mori has become something of a comic entertainer in the eyes of the world.

(Herald Tribune)>
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